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UNIT AGRERMENT
rOR THE DEVELOPMEXNT AXND OFPZRATION OF THE
OWL DRAW UNIT ARE
EDDY COUNTY, NEW MEXICO

No.

THIS AGREEMENT entered into as of the 24th day of September,

1965, by and between the parties subscribing, ratifying or consenting
hereto, and herein referred to as the 'parties hereto',

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

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41
Stat. 437, as amended, 30 U.S.C. Sec. 181 et seq., authorizes Federal
lessees and their representatives to unite with each other, or jointly
or separately with others, in collectively adopting and operating a
cooperative or unit plan of development or operation of any oil or
gas pool, field, or like area, or any part thereof for the purpose of
more properly conserving the natural resources thereof whenever deter-
mined and certified by the Secretary oI the Interior to be necessary
or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico is authorized by an Act of the Legislature (Sec. 7-11-39
N.M. Statutes 1953 Annotated) to consent to or approve this agreement
on behalf of the State of New Mexico, insofar as it covers and includes
lands and mineral interests of the State of New Mexico; and

WHEREAS, the 0Oil Conservation Commission of the State of

New Mexico is authorized by an Act of the Legislature (Article 3,



Chapter 65, Vol. 9, Page 2, 1953 Statutes), to approve this agreement
and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the
Owl Draw Unit Area covering the land hereinafter described to give
reasonably effective control of operations therein; and

| WHEREAS, it is the purpose of the parties hereto to conserve

natural resources, prevent waste, and secure other benefits obtainable
through development and operation of the area subject to this agree-
ment under the terms, conditions and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the pro-
mises 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, hereto-
fore issued thereunder or valid, pertinent, and reasonable regulations
hereafter issued thereunder are accepied and made a part of this
agreement as to Federal lands, provided such regulations are not
inconsistent with the terms of this agreement; and as to State of
New Mexico and privately owned lands, the oil and gas operating regu-
lations 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 25 South, Range 27 East, N.M.P.M.
Section 29 - SWx
Section 30 - sk
Section 31 - All
Section 32 - Wk

Township 26 South, Range 26 East, N.M.,P.M.

Section 1 - EXE%
Section 12 - EXE%
Section 13 - E%
Section 24 - All
Section 25 - EXE%

Township 26 South, Range 27 East, N.M.P.M.
Section 5 - W
Section 6 - All
Section 7 - All
Section 8 - All
Section 17 - All
Section 18 - All
Section 19 - All
Section 20 - Wk, SE%, WisNEZ, SELZNEZ
Section 29 - All
Section 30 - All
containing ©,916.44 acres, more or less

Exhibit "A" attached hereto is a map showing the Unit Area
and the boundaries and identity of tracts and leases in said area to
the extent known to the Unit Operator. Exhibit "B'" attached hereto
is a schedule showing to the extent known to the Unit Operator the
acreage, percentage and kind of ownership of oil and gas interests in
all land in the Unit Area. However, nothing herein or in said sche-
dule or map shall be construed as a representation by any party hereto
as to the ownership of any interest other than such interest or interests
as are shown in said map or schedule as owned by such party. Exhibits
"A" and "B" shall be revised by the Unit Operator whenever changes
in the Unit Area render such revision necessary, or when requested by
the 0il and Gas Supervisor, hereinafter referred to as '"Supervisor',
or when requested by the Commissioner of Public Lands of the State of

New Mexico, hereinafter referred to as "Commissioner', and not less



than seven copies of the revised exhibits shall be filed with the
Supervisor, and two copies thereof shall be filed with the Commissioner,
and one copy with the New Mexico 0il Conservation Commission, herein-
after referred to as "Commission'.

The above described Unit Area shall, when practicable, be
expanded to include therein any additional tract or tracts regarded
as reasonably necessary or advisable for the purposes of this agree-
ment, or shall be contracted to exclude lands not within any parti-
cipating area whenever such expansion or contraction 1s necessary
or advisable to conform with the purposes of this agreement. Such
expansion or contraction shall be effected in the following manner:

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

(b) Said notice shall be delivered to the Supervisor, the
Commissioner and the Commission and copies thereof mailed to the last
known address of each working interest owner, lessee and lessor whose
interests are affected, advising that 30 days will be allowed for
submission to the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Super-

visor, the Commissioner and the Commission evidence of mailing of



the notice of expansion or contraction and a copy of any objections
thereto which have been filed with the Unit Operator, together with
an application in sufficient number, for approval of such expansibn
or contraction and with appropriate joinders.

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

(e) All legal subdivisions of unitized lands (i.e., 40
acres by Government survey or its nearest lot or _ract equivalent
in instances of irregular surveys; however, unusually large lots or
tracts shall be considered in multiples of 40 acres, or the nearest
aliquot equivalent therefor, for the purpose of elimination under
this subsection) no parts of which are entitled to be in a participating
area within five years after the first day of the month following the
effective date of the first initial participatiﬁg 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 five-
year period diligent drilling operations are in progress on unitized
lands not entitled to participation, in which event all such lands
shall remain subject hereto for so long as sucﬁ drilling operations
are continued diligently, with not more than 90 days' time elapsing
between the completion of one such well and the commencement of the
next such well, except that the time allowed between such wells shall

not expire earlier than 30 days after the expiration of any period of



time during which drilling operations are prevented by a matter beyond
the reasonable control of Unit Operator as set forth in the section
hereof entitled "Unavoidable Delay''; provided that all legal sub-
divisions of lands not in a participating area and not entitled to
become participating under the applicable provisions of this agree-
ment within 10 years after said first day of the month following the
effective date of said first initial participating area shall be eli-
minated 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 pérties 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 percent of the
current unitized working interests and 60 percent of the current
unitized basic royalty interests (exclusive of the basic royalty interest
of the United States) on a total non-participating acreage basis,
respectively, with approval of the Director and Commissioner, provided
such extension application is submitted to the Director and Commissioner
not later than 60 days prior to the expiration of said 10-year period.

Any expansion of the Unit Area pursuant to this section which
embraces lands 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 o0il and gas in any and
all formations of the unitized land are unitized under the terms of

1

"unitized substances'.

this agreement and herein are called

4. UNIT OPERATOR. Jake L. Hamon with offices at Dallas, 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 him and agrees and consents to accept the duties and obliga-
tions of Unit Operator for the discovery, development and production
of unitized substances as herein provided. Whenever reference is
made herein to the Unit Operator, such reference means the Unit Operator
acting in that capacity and noe as owner of an 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 him.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
shall have the right to resign at any.time prior to the establishment
of a participating area or areas hereunder, but such resignation shall
not become effective so as to release Unit Operator from the duties
and obligations of Unit Operator and terminate Unit Operator's rights
as such for a period of six months after notice of intention to resign
has been served by Unit Operator on all working interest owners and
the Director, the Commissioner and Commission and until all wells
then drilled hereunder are placed in é satisfactory condition for
suspension or abqndonment whichever is required by the Supervisor as

to Federal lands and by the Commission as to State and privately owned



lands unless a new unit operator shall have been selected and approved
and shall have taken over and assumed the duties and obligations of
Unit Operator prior to the expiration,of said period.

Unit Operator shall have the right to resign in like manner
and subject to like limitations, as above provided, at any time a
participating area established hereunder is in existence, but in all
instances of resignation or removal, until a successor unit operator
is selected and approved as hereinafter provided, the working interest
owners shall be jointly responsible for performance of the duties of
the 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 perfor-
mance of its dutiés or obligations hereunder, be subject to removal
by the same percentage vote of the owners of working interests deter-
mined in like manner as herein provided for the selection of a new
Unit Operator. Such removal shall be effective upon notice thereof
to the Director and the Commissioner...

The resignation or removal of Unit Operator under this agree-
ment shall not terminate its 'right, title'o; interest as the owner of
a working interest or other interest in unitized substances, but upon
the resignation or removal of Unit‘Operator becoming effective, such
Unit Operator shall deliver possessiqn of all equipment, materials

and appurtenances used in conducting the unit operations and owned



by the working interest owners to the new duly qualified successor
Unit Operator or to the owners thereof if no such new Unit Operator
is elected, to be used for the purpose of conducting unit operations
hereunder. Nothing herein shall be construed as authorizing removal
of any material, equipment and appurtenances needed for the preser-
vation 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 participéﬁing area shall have been established, the
owners of the working interests according to their respective acreage
interests in all unitized land, shall by majority vote select a
successor Unit Operator. Provided, That, if a majority but less
than 75 percenf'of the working interests qualified to vote are owned
by one party to this agreement, a concurring vote of one or more
additional working interest owner shall be required to select a new
operator. Such selection shall not become effective until:

(a) the 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 Commiésioner

at their election may declare this unit agreement terminated.



7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. 1If
the Unit Operator is not the sole owner of working interests, costs
and expenses incurred by Unit Operator in conducting unit operations
hereunder shall be paid and apportioned among and borne by the owners
of working interests, all in accordance with the agreement or agreements
entered into by and between the Unit Operator and the owners of working
interests, whether one or more, separately or collectivély. Any
agreement or agreements entered into between the wofking 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 working
interest owners shall be entitled to receive their respective propor-
tionate and allocated share of the benefits accruing hereto in con-
formity with their undérlying 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 suéh
unit operating agreement shall be deemed either to modify éﬁ§ of the
terms and conditions of this unit agreement or to relieve the Unit
Operator of any right or obligation establishea’under this unit agree-
ment, and in case of any inéonsistency 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 exe-
cuted 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 by the Director.

-10-



8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as
otherwise specifically provided herein, the exclusive right, privi-
lege and duty of exercising any and all rights of the parties hereto
which are necessary or convenient for prospecting for, producing,
storing, allocating, and distributing the unitized substances are
hereby delegated to and shall be 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 capa-
city 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 six 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, unless on
such effective date a well is being drilled conformably with the terms
hereof, and thereafter continue such drilling diligently until forma-
tions of Pennsylvanian age have been tested or until at a lesser depth
unitized substances shall be discovered which can be produced in
paying quantities (to-wit: quantities sufficient to repay the costs
of drilling and producing operations, with a reasonable profit) or
the Unit Operator shall at any time establish, to the satisfaction
of the Supervisor if located on Federal lands, or the Commissioner

if located on State lands, th& further drilling of said well would

-11-



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 12,900 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 six mqnths between the completion of one well
and the beginning of the néxt well, until a well'capable of producing
unitized substances in paying quantities is completed to the satisfac-
tion of the Supervisor, if on Federal lands, or the Commissibner, if
on State lands, 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 éection shall be
déemed to limit the right of the Unit Operator to resign as provided
in Section 5 hereof, or as requiring Unit Operator to commence of
continue any drilling during the period pending such resignation
becoming effective in order to comply with the requifemen;s of ‘this
section. The Director and Commissioner may modify the drilling require-
ments of this secgion by granting reasonable extensions‘éf time when,
in their opinion, such action is warranted.

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

_ 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six
months after completion of a well capable of producing unitized sub-

stances in paying quantities, the Unit Operator shall submit for the

-12-



approval of the Supervisor and the Commissioner an acceptable plan
of development and operation for the unitized land which, when
approved by the Supervisor and the Commissioner, shall constitute
the further drilling and operating obligations of the Unit Operator
under this agreement for the period specified therein. Thereafter,
from time to time 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 oil and gas resources
of the unitized area and shall:

(a) specify the number and location of wells to be drilled
and the proposed order and time for such drilling; and

(b) to the extent practicable, specify the operating prac-
tices regarded as necessary and advisable for proper conservation
of natural resources.
Separate plans may be submitted for separate productive zones, subject
to the approval of the Supervisor and the Commissioner.

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

to this agreement. Reasonable diligence shall be exercised in

-13-



complying with the obligations of the approved plan of development.
The Supervisor and Commissioner are authorized to grant a reasonable
extension of the six month period herein prescribed for submission
of an initial plan of development where such action is justified
because of unusual conditions or circumstances. After completion
hereunder of a well capable of producing unitized substances in
paying quantities, no further wells, except such as may be necessary
to afford protection against operationé‘nét'under this agreement

or such as may be specifically‘approvéd by the Supervisor and the
Commissioner shall be drilled except in accordance with a plan of
development approved as herein provided,'

11. PARTICIPATION AFTER DiSCOVERYa‘ Upon cémpletion of a
well capable of producing unitized substances in paying quantities,
the Unit Operator shall, within the month of such completioﬁ, if
practicable, or as soon thereafter as required by the SuperviSor
or the Commissioner submit for approval by the Director and the
Commissioner a schedule, based on subdivisionsof the public land
survey or aliquot parts thereof, 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 shall also set forth the percentage

-14-



of unitized substances to be allocated as herein provided to each
unitized tracﬁ 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 Com-
missioner. The participating area or areas so established shall
:be revised from time to time, subject to like approval, whenever
such action appears proper as a result of further dfilling opera-
tions or otﬁerwise, 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»produc-
tive 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 6n which such revision is predicated, provided,
however, that a more appropriate effective dage 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 éf this section that a participating area
shall represent thé area known or reasonably estimated to be pro-

ductive in paying quantities; but, regardless of any revision of

-15-



the participating area, nothing herein contained shall be construed
és requiring any retroactive adjustment for production obtained prior
té the effective date of the revision of the participating area.

In the abséﬁce of agreement at any time between the Unit
Operator and the Director and the Commissioner as to the proper
definition or redefinition of a participating‘area, or until é parti-
cipating 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 amount thereéf deposited, as
directed by the Supervisor and the Commissioner respectively, to
be held as unearned money until a participating area is finally
approved and then applied as earned or returned in accordance with
a determination of the sum due as Federal and State royalty on the
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 the Commissioner
as to wells drilled on State land, 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

-16-



for working interest benefits from such a well shall be made as pro-
vided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized'substances
produced from each participating area established under this agree-
ment, except any part thereof used in conformity with good operating
practices within the unitized area for drilling, operating, camg
and other production or development 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 estéblished”for,such
production and; for the purpose of determining any benefits acéruing
under this agreemeﬁt, each such tract of‘unitized land shéll’have
allocated to it such percentage of said productionias'the'number
of acres of such tract included in said participating'area Hears
to the total acres of unitized land in said participating area,’
excebt that allocation of production hereundef forfpurposés other
than for settlement of the royalty, overriding royaity,-pr payment
out of prdantion.obligations of the respective‘wquing intefgét
QWners, shall be on the basis prescribed in the unit operating
agreement whether in conformity with the basis of allocation herein
set fo;th or otherwise. [t is hereby agreed that production of
unitized‘substances from a participating area shall be allocated
ag provided herein regardless of whether any wells are drilled on
any particular part or tract of said participating area. If any
gés produced from one participating area is used for repressuring

or recycling purposes in another participating area, the first gas

-17-



withdrawn from'such last mentioned participating area for sale during
the life of this agreement shall be considered to be the gas so trans-
ferred 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 NON-PARTICIPATING LAND OR
FORMATIONS. Any party hereto owning or controlling the working
interest in any unitized land having thereon a regular well location
may with the approval bf the Superviéor as to Federal land and the
Commission as to State or privately owned land, at such party's sole
risk, cost and expense, drill a well to test any formation for which
a participating area has not been established or to test any forma-
tion for which a participating area has been established 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‘fhe Unit Operator elects and commences to drill such a
well in like manner as other wells are drilled by the Unit Operator
under this agreeﬁent.

If any well drilled és aforesaid Hy 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

-18-



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

14. ROYALTY SETTLEMENTQ The United States and any State and
all royalty owners who, under existing contracts, are entitled to
take in kind a share of the substances now unitized hereunder pro-
duced 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 the 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 delivéries 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 heréin
contained shall operate to relieve the lessees of any land from
their respective lease obligations for thepayment of any royalties
due under their leases.

1f gas obtained from lands not subject to this agreement
is introduced into any participating area hereunder for use.in re-
pressuring, stimulation of production, or increasing ultimate

recovery, which shall be in conformity with a plan first approved
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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, royalfy free as to dry gas, but ﬁot as to the products
extracted therefrom; provided that such withdrawal-shall be at such
time as may be provided in the plan of operations or as may otherwise
be consented to by the Supervisor 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 delivéred 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
s pecified in the respective Federal leases, or at such lower rate
or rates as may be authorized by law or regulations; provided, that
for leases on which the royalty rate depends on the daily aver;ge
production per well, séid average production shall be deﬁermined
in accordance with the operating regulations as though each parti-
cipating area were a single consolidated lease.

Royalty due on aécount of State 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_contrécts, laws and regulations,
provided that nothing herein contained shall operate to relieve the

lessees of any land from their respective lease obligations for the
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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 thié agree-
ment shall be paid at the rates specified in the réspective leases.

With respect to any lease on other than Federal or State
land containing provisions which would terminatg suchilease 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 provisions qf this agfeement, be
deemed to accrue and become payable during the term thereof as
extended by this agreement and until the redﬁired drilling operations
are commenced upon the land covered thereby or some portion of such
land is included within a participating area.

16. CONSERVATION. Qperations hereunder and production of
unitized substances shall be conducted to provide for the most eco-
nomical and éfficient recovery of said substances without waste, as
defined by or pursuant to State or Federal law or regulations.

{17.. DRAINAGE. The Unit Operator shall take appropriate and
adequatebmeasﬁres to prevent drainage of unitized substances from
unitizedlland by wells on land not subject to this agreement, or,
with priof éonsent of the Director and the Cbmmissioner, pursuant

to épplicable regulaﬁions pay a fair and reasonable compensatory
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royalty, as determined by the Supervisor as to Federal lands and
by the Commissioner as to State lands.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions and provisions of all leases, subleases, and other contracts
relating to exploration, drilling, development or operations 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 foyalty
requirements of Federal and State leases committed Hereto and;the
regulations in respect-th;;eto to conform said requirements tgvthé
provisions of thishagrgement;'and, w;thout limifiﬁg'thé_generality
of the foregoing, all leases{ subleasés and-contrac£§ a#e;particularly
modified in accordance with the following: f '. l ‘« l, l

(a) The developmént and operation'of'lands subject to this
agreement under the terms_hereof shall be -deemed fﬁil per formance of
ail obligations for development and operagibn witb_réspect to each and
every part or separatel§ owned'tract subject to this.agreement,
regardless of whether there is any development of ény particular
part or tract of the unit area, notwithétandingvénything to the con- -
trary in any lease, operating agreement or other contract by and

between the parties hereto, or their respectiVe predecessors in

interest, or any of them.
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(b) Drilling and producing operations performed hereunder
upon any tract of unitized lands will be accepted and deemed to be
performed upon and for the benefit of each ana every tract of unitized
land, and no lease shall be deemed to expire by reason of failure to
drill or produce wells situated on the land therein embraced.

(¢) Suspension of drilling or producing)Operétions on all
unitized lands pursuant to direétion or consent of the Secretary and
the Commissioner, or their ddly authorized repfesentatives, shall
be deemed to constitute such suspeﬁsion pursuant to éuch‘direction
or consent.as'to eacﬁ anq evefy tract of unitizgd land:

| (d) Each lease, sublease or cohtract'réiafing to the
exploration, drilling, development or operation for oil or éas of
lands other thanvthoée.of the United States or Staté éf New Mexico
committed to this agnéement, which, by its termé'mighﬁ\expire prior
to thé términatiéﬁ'of this agreement, ié‘heréby extended beyoﬂd any

such term so provided therein so that it shall be continued in full

force and effebt;fofiana during the term of this ag%eemént.

"(e): Aﬁy 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 tﬁisragreement éhall continue in force beyond the term provided
therein until the términation hereof. Any other Federal lease com-
mitted hereto shall cohtinue in force beyond the term so provided
therein or by law as to the land committed so long as such lease
remains subject hereto, provided that production is had in paying
quantities under this unit agreement priof 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
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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 pro-
duced in paying quantities in accordance withdphe provisions of the
Mineral Leasing Act Revision of 1960.

(f) Each sublease or contract reléting to the operation and
development of unitized substances from lands of the United States
committed to this agreement, which by its terms wduld expire prior
to the time at which the underlying lease, as extended by the imme-
diately 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.

(h) The segregation of any Federal lease committed to this
agreement is governed by the following provisions in the fourth para-
graph 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
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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'.

(1) Any lease embracing lands of the State of New Mexico
having only a portion of its lands committed hereto, shall be segre-
gated as to the portion committed and the portion not committed, and
the provisions of such leasé shall apply separately to such segregated
portions comméncing as of the effective date hereof; provided, however,
notwithstanding any of theiprbvisions of this agreement to the con-
trary 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 térﬁ provided therein as to all lands
embraced in such lease, if o0il 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 seéondafy term of
such lease; or if, at the expiration of the secondary term, the
lessee or the Unit Operator is then:engaged in bonavfide 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 o0il or gas, said
lease shall ;ontinue in full force and effect as to all of the lands
embraced therein, so long thereafter as oil or gas in paying quanti-
ties 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
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the interest of the parties hereto and their successors in interest
until this agreement terminates, and any grant,_traﬁsfer, or con-
veyance 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 the
Unit Operator until the first day of the calendar month after Unit
dperator is furnished with the original, photostatic or certified
copy of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become’
effective upon approval by the Director ‘and the Commissioner or
their duly authorized representatives as of the date of approval
by the Director and shall terminate five (5) years from said effec-

tive date unless:

-

(a) such date of expiration is extended.by the'Director

o

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 agree-
ment is terminated with the approval of the Director apd Com;issioner,
or

(¢) a valuable discovery of unitized substances has been

made or accepted on unitized land during said initial term or any
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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 pfoduqing
same from wells on unitized land within any parficipating area
established hereunder and, should production Cease,'sp long there-
after as diligent operations are in progress fqr the restoration
of production or discovery of new production and so long thereafter
as the unitized substances so discovered §an be produced as afore-
said;.or |

(d) it is terminated as heretofore provided in this aéreé-
ment.

fhis agreement may be terminated at any:tiﬁe by not less
than 75 pei centum, on an acreage basis, of the owners of working
interests signatory hereto, with the approval of the Diréctor"and
Commissioner; notice of any such approval to be given‘bylthe,Unit
Operator to all parties hereto. . ‘ "

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUQTION. The
Direétof is hereby vested with authority to alter or ﬁodify.from
time to time in his discretion the quantity and rate of p;oductioﬁ
under this agreement when such quantity and rate is not fixedqur—~
suant to Federal or State law or does.not conform to any,state&ide
voluntary conservation or allocation pfogram, &hich‘ié‘éstablished,
recognized and generally adhered to by the majority‘of operators
in such state, such authority being hereby limited to aiteration
or modification in the public intefest,‘the purpose thereof and'
the public interest to be served thereby to be stated in the ordér

of alteration or modification. Without regard to the foregoing,
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the Director is also hereby vested with authority to alter or
modify from time to time in-his discretion the rate of pfoépecting
and development and the quantity and rate of production under this
agreement when such alteration or modificationxis in the interest
of attaining the conservation objectives stated in this agreement
and is not in violation of any applicable Federal or State law;
providéd, fuftﬁér,~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 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 agreemént as to the quantity and rate of production in the
absence of specific written approval thereof by the Commission.

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

22. CONFLICT OF SUPERVISION. Neither the Unit Operator
nor the working interest owners nor any of them shall be subject
to any forfeiture, termination or expiration of any rights here-
under or under any leases or contracts subject hereto, qrméo any
penalty or liability on account of delay or failure in whole or
in part to comply with any applicable provision thereof 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
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Mexico in and about any matters or things concerning which it
is required herein that such concurrence be obtained. The parties
hereto, including the Commission, agree th@t all powers and autho-
rity vested in the Commission in and by any provisions of this
agreement are vested in the Commission and shall be exercised
by it pursuant to the provisions of the laws of the State of New
Mexico and édbject in any case to appeal of judicial ;eview as
may now or hereafter be provided by the laws of the State of New
Mexico.

23. APPEARANCES. Unit Operator shall, after notice to

I

other parties affected, have the right to appear for and on behalf
of any and all interests affected herebypbefore the Department of
the Interior, the Commissioner of Public Lands of the State of New
Mexico and the New Mexico 0il Conservation Comm;ssidn and to appeal
from orders issued under the regulations of said Department, the
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 Commission,
or any other legally constituted authority; provided, however,
that any other interested party shall also have the righf at his
own expense to be heard in any such proceedings.

24, NOTICES. All notices, demands or statements required
hereunder to be given or rendered to the parties hereto shall be
deemed fully given if given in writing and personally delivered to
the party or sent by 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
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consent hereof or to such other address as any such party may.
have furnished in writing to party sending the notice, demand or
statement.

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agree-
ment contained shall be construed as a waiver by any party hereto
of the right to assert any legal or constitutional fight 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 regu-
lations issued thereunder in any way affecting suchiparty, or as
a waiver by any such party of any right beyond his or iﬁs authority
to waive.

26. UNAVOIDABLE DELAY: All obligations'uﬁder this agree-
ment requiring the Unit Operator to commence Or continue‘driliing
or to operate on or Qroduce unitized substanqes fr;mgny 6f 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 obligat£ons, in
whole or in part, by strikes, actslof God,.Federal,\State, or
municipal law or agencies, unavoidable accidenfs, uncontrollable
delays in ﬁranéportation, inability to obtain necessary materials
in open market, or other matters beyond the reasonable control of
the Unit Qéerator whééher 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 301 (1) to (7) inclusive, of Executive

Order 10925, as amended (28 F.R. 6485), which are hereby incor-

porated by reference in this agreement.
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28. LOSS 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 hereto and there éhall be such readjust-
ment of future costs and benefits as may be required on account of
the loss of such.titié, In the event of a dispute as to title as
to any royalty, wquigg'interest3 or other interests subject
thereto, payment or delivery on account thereof may be withheld
without liability for interest until the dispute is finally settled;
provided, that, as to Federal and State land or leases, no payments
of funds due the United States or the State of New Mexico shqula
be withheld, but such funds of the Unitéd States shall be deposited
as directed by the Supervisdr 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 dis-
pute, and then appligd.as'earned or returned in accordance with
such final settlement.

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

29. NON-JOINDER AND SUBSEQUENT JOINDER. 1If the owner of
any substantial interest in a tract within the unit area fails or
refuses to subscribe or consent to this agreement, the owner of
the working interest in that tract may withdraw said tract from
Lhis agreement by written notice to the Director, the Commissioner,
and the Unit Operator prior to the approval of this agreement by
the Director and Commissioner. Any oil or gas interests in lands

within the unit area not committed hereto prior to submission of
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this agreement for final approval may thereafter be committed
hereto by the owneror owners thereof subscribing or consenting

to this agreement and, if the interest iz a working interest, by
the owner of such interest also subscribing to the unit operating
agreement. After operations are commenced hereunder, the right

of subsequent joinder, as provided in this section, by a working
interest owner is subject to such requirements or approvals, 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 writing by
the working interest owners committed hereto and responsible for
the payment of any benefits that may accrue hereunder in behalf

of such non-working interest. Joinder by any owner of a noﬁ-
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 accompanied by appropriate joinder to the unit operating
agreement, if more than one committed working interest owner is
involved, in order for the interest to be regardedas 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 Supepvisor
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, provided, however, that as to State lands

all subsequent joinders must be approved by the Commissioner.
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30. COUNTERPARTS. This agreement may be executed in any
number of counterparts, no one of which needs to be executed by
all parties, or may be ratified or consented to by separate instru-
ment in writing specifically referring hereto and shall be binding
upon all those parties who have executed such a counterpart, rati-
fication, or consent hereto with the same force and effect as if 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.

31. NO PARTNERSHIP. 1t is expressly agreed that the rela-
tionship of the parties hereto is that of independent contractors
and nothing in this agreement contained, express or implied, nor
any operations conducted hereunder, shall create or be deemed to
have created a partnership or association between the parties
hereto or any of them.

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

":ﬂr/\’; Ao Ly
-~ JAKE L. HAMON
Address: VaughaBuilding, Dallas,

Texas PRO. Box 663
UNIT OPERATOR AND WORKING INTEREST

OWNER

WORKING INTEREST OWNERS

ATTEST: AMAX PETROLEUM COMPANY
- By
Secretary President
Date: Address:
Date:_QOctebar 18, 1963 Z { %‘——‘5‘«-
- 33_ cm !.
Date; _QOcteber 18, 1965 T S _,ﬁ e
3 L - .o L _
4“.‘2.!“#“!! v

Address: 4200 rirst Natienal Bamk 3ldg.
Dallas, Tenas 75202



ATTEST:

Secretary
Date:
Date:
ATTEST:
Assice b ':'\\-AF~T5?tQ.TY
Date:
ATTEST:

S 7,

A%bnﬁ] éZrétary
Date:

(e - -6 47

Date: 44;£2§;Zi; Jf G5

Date: /g/g;,z/é, F G s

pan
Date: é'&é;;éy ’S, ST LS

Date:

EL PASO NATURAL GAS PRODUCTS COMPANY

By

President
Address:

GULF OIL CORPORATION

'Attorney-i -Fact
Address: P.0. Box 1938

Roswell, New Mexico
HUMBLE OIL & REFINING COMPANY

By

Address:

PAN AMERICAN PETROLEUM CORPORATION %,2
) ﬂﬁoiz%ijii—’////ﬂ
BY /‘#""'L/r ' 5 Y

ATTORNEY-IN~FA A
Address: P a. Lo 1470
Jﬁ"r\j j“lltz- et

'RUSSELL MAGU
property,

ADDRRSS: 4200 rirst Na .
Dallas, muun‘F'ﬂl

YA




STATE OF C;%§ﬂm4f’ )
+ S8S

county o At lan’ )

- The foregoing instrument was acknowledged before me this
LIZj\\day of Der ~—_ 1965 by Jake L. Hamon and Nancy B.
Hamon, his wife.

My bmmission Expires: \//Q/t?jk:vibbé\
,-l—b Notary Public

R G KEENLZY, )
in end for Dallad County, Teums

STATE OF )

: 88
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of 1965 by

of Amax Petroleum Company, a
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
. S8
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of 1965 by

of E1 Paso Natural Gas Products Company, a
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
. §S
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of 1965 by

of Humble 0il & Refining Company,
a Delaware corporation, on behalf of said corporation.

My Commission Expires:

Notary Public
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STATE OF NEW Mivig )
. S8
COUNTY OF guAves )

? The foregoing instrument was acknowledged before me this
e ol
21 Z“day of é«ir\&@\ 1965 by W..B. HOPK .S
Attorney-in-Fact for Gulf 0ili Corporation, a Pennsylvania corpora-
tion, on behalf of said corporation.

My Couvn1951on Explres %%Mu gﬁ,z,(

P, Notary Public

STATE OF Texas )
- .88
COUNTY OF Tarrant )

O} The foregping instrument was acknowledged before me this
.2! 2 day of 56 f 1965 by L wovt, sr. ATTORNEY-IN-FACT

. cf Pan American Petroleum Corporation,
a Delaware corporation, on behalf(vf said corporation.

My Commission Expires: /\L[ TL (Q 7///2((@// ZL

June 1, 1967 /Notary Public
DorotHy WI0DLETy
STATE OF __ NEW YORK )
: S8
COUNTY OF NEW YORK )

0 The for go_m.g_Lg/strument was acknowledged before me this
L day of £ = €## 77— 1965 by Russ “MAGUIRE, dealing with his

separate property and Estate. C/ 1€
MLCOmmissi Explre 7 /7{'/147//’( Tt
)R oA / " Notary Public

H. GOF <F 7Y U1LS0N

o Teie o New York
Ng, 63 - ¢ 3, G0 oin eestchester Co.

STATE OF NEW YORK ) o Cer d - Tew Yori _ouny
Y Commissi~n Cxpires March 30, 1966

foin

COUNTY OF _ NEW YORK )

// ¢ The forg, oi%t%strument was acknowledged before me this

day of 1965 by RUSSELL MAGUIRE, Trustee for Cary
McIlwaine Maguire. /(f
,M;;/(;o'nmlssmn Explres - [ / L" < 4/\
Lt ln P, //é Notary/Publlc
=T SISO
B T Now York
STATE OF NEW YORK ) o PR 'O’ ﬂhesvt:r Ca.
: ss LOTmRT  Lnres Marer 29, (963
COUNTY OF _ NEW YORK )

72 The o regoing—ins trument was acknowledged before me this
//f day of /(/-{4/ 1965 by RUSSELL MAGUIRE, Trustee for

Elizabeth Deane Maguire. % ) /
i y e ( 4
My Commission Expires: ¢/1?=’ A < —
Notary Publlc

I & 28 5LE
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STATE OF __ yRyag )

. S8
COUNTY OF DALLAS )

The foregoing ;pstrument was acknowledged before me

and AN Y, MAGUIRR, his wife.

> |
My Commission Expires: s b S
cereg g PPl 7 Ngtary Public
' AUDREY SEDLOCK
INOTARY PUBLIC IN ARD FOR DALLAS COUNTY, TEXAS
MY GOMMISSION EXPIRES JUNE 3, 1567

STATE OF )

. S8
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1965 by

My Commission Expires:

Notary Public

STATE OF )

. 88
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1965 by

My Commission Expires:

Notary Public
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AMERICAN PAN AMERICAN N 120 Ac.
3.31-67 3-31-67 NM 02360 -4 | Lcossess.a
c. 18881 As-
————— | NM 0294i-D LC 0659768 |
@ @ 1-39.95
CARY M MAGUIRE Y2 3367 : @ @
: -
JAKE L. HAMON ¥, 40 Ac. PAN AMERICAN PETR. CORP. PAN AMERICAN PETR. CORP.
NM 02941-L | '
. 2-40.02 3-31-67 3-31-87
PAN AMERICAN
3-31-67 640.24 Ac. 480 Ac. T
120 Ae. LC 068840 ;
NM 0294 1-D LC 068840 26
13— — = — o 8 17— s — —
GULF O;L CORP. ! S
3-31-67 | PAN AMERICAN
-31- : 4-30-67
120 Ac. i 120 Ac.
NM 02941-F | + | LC 068840-A
r 4-40.17 | T ¢ —
X IRE |
= | R.MAGUIRE TRUSTEE -/, | ; ~—1 CARY M. MAGU! RE| v2 |
3-3767 R.MAGUIRE INDIVIDUALL | 4-30-67 | JAKE L. HAMON Y,
40 Ac. | Prarey _—
_ Nm02941-% | Lc068840C
1-40.15 ‘
@ @ |REAVES &
|RITCHIE
PAN AMERICAN PETR. CORP. PAN AMERICAN PETR. CORP. i
+ h——
3-31-67 2740-05 3-31-67 |
600 Ac §00.15Ac. ! ey
Lc 0688228 LC 068840 | 10208;\;»3{
20 _Lcoessasc |
24 3-3995 19
PAN AMERICAN PETR. CORP.
3-31-67
e —— 480 Ac.
4.
j T @ [ LC 068823-8
| CARY M. MAGUIRE ¥, / —— |
3-31-67 N / JAKE L. HAMON '/2/ 3-31-67 |
40Ac. 39.85Ac
LCO66822 F | Lcosaraon|
+-39.85
© ®
AMERICA7N sees
iéglfc AMAX PETROLEUM COMPANY PAN AMERICAN PETR. CORP.
LC 3-31-74 3-31-67
068822-4A 540 Ac. 600 Ac
NM 0528616 -4
y-4008 7 LC065936-D
— —, — ¢ — —_—
-40.15
@_ o eor CARY M. MAGUIRE - 5 )
] JAKE L.HAMON - ¥, |
3-31-67 3-31-67
40 Ac 40ac. |
Lc068822€E LCO65936-H)
R-26-E R-27-E
EXHIBIT A’
-LEGEND -
Federai Acreage---8,436.55 ac.
/ /A State Acreage._ . - 320,00 Ac EDDY COUNTY, NEW MEXICO
Fee Acreage --- - -- 159.89 Ac. SCALE
8,916.44 Ac. -Total Unit o ' 2 — 3 4 5
——— ——— Unit Boundary
0 i MILE (MILE
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(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY 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
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the 24 day of QEE[EMBER , 1965, and
acknowledge that they have read the same and are familidr with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agreement Aas
EXhlblt "B", do hereby commit all of their said interests to the Owl Draw
Unit Agreement and do hereby consent tinereto 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.

s P ) i o -

AR A Lt RAECKS, oo

STATE OF ¥B% BMEEEO ) Tracts 1, 2, 3, 4, 10, 11
. SS

COUNTY OF CRAVES )

The foregoing instrument was acknowledged before me this 7" _-day

of Oatober 1965 by €lem ¥F. Festherstens mmm

My Commission Expires: i D) /;jﬁ»ékqgf
Notary Public

STATE OF )
: ss
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of 1965 by

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY 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
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the 24 day of SiﬁQIEﬂEBE[} , 1965, and
acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agrqgment RS
EXhlblt "B", do hereby commit all of their said interests to the Owl Draw
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 intheir respective acknowledgments.

,i»a;/,!

harvey E /ﬁeelofo, Trustee
for 0Olen F., Featherstone II

Traots 1, 2, 3, 4, 10, 11

STATE OF Color~do )
. : ss
COUNTY QF ’Tnver )
The foregoing instrument was acknowledged before me this th day
of Scpte 1965 by Hurvey Le Roal
My Commission Expires: /(gm LN ( [27%{7
fpril 12, 1969 Notaryt Public
STATE OF )
1 Ss
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of 1965 by

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY 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
Owl Draw Unit Area embracing lands szzeated in Edd County, New Mexico,
which said Agreement is dated the day of % 1 , 1965, and
acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agreement as
EXhlblt "B'", do hereby commit all of their said interests to the Owl Draw
Unict Agreement, and do hereby consent tihereto 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.

@ ﬂ/ [ﬂg/ﬂ/
m E )

Traect 3
STATE OF NEW MEXICO )
: ss
COUNTY OF LEA )
The foregoing instrument was acknowledged before me this 7th day
of oOctober 1965 by _A. C. Holder and Ruby F. Holder, his wife
My Commission Expires: NP C?s#(2¢&g4
August 29, 1966 J  Notary Public
STATE OF )
: ss
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of 1965 by

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY 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
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the 24 day of SE-’EIEE,’!EER , 1965, and
acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agrqgmégt;as
Exhibit "B", do hereby commit all of their said interests to the Owl Draw
Unit Agreement, and do hereby consent tunereto 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 intheir respective acknowledgments.

| ‘\ 23 C"\ Lr oy \\{) (R AN .\ Y ;’\‘\(x NI W
¢/ J .
— ]
//3(_’ /é\& gr/{,\/\,\,i </)/_ )‘\‘%/1—"’4&_
70
STATE OF Colorado ? Ny Tracts 5, 6, T, 31, 32, 33, 34, 35, 36
COUNTY OF  Denver )
The foregoing instrument was acknowledged before me this 3°thday
of September 1965 by Dorothy L. Hanks snd Jerry G. Hanks
My Commission Expires: Oy L /4/ igffk, i
A A : Notary Public ”
STATE OF )
: ss
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of 1965 by

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY 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
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the 24 day of QEEIEMBER , 1965, and
acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agregment RS
EXhlblt "B", do hereby commit all of their said interests to the Owl Draw
Unict 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 Fremk 0. Elliott”

A7 T é(/[ _

Blizsbeth Ann Elliott

STATE OF _ NEM MEXICO Tracts 5, ¢, 7, 8, 9, 17, 18, 19, 20, 21, 22, 23,
:) ss 24 29 26, 27, 28, 29, 30, 31, 32, 33, 34,
COUNTY OF _CHAVES ) 35, 3
The foregoing instrument was acknowledged before me this 2g9tp day
of BSeptember 1965 by Frank 0. Elliott and his vife, Elizabeth Amn
—Elliott
My Commission Expires:
June 1, 1966 Notary Public
STATE OF )
: Ss
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of 1965 by

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY 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
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the _ 24 day of SFPTEMRER , 1965, and
acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agrqpment GRS
EXhlblt "B'", do hereby commit all of their said interests to the Owl Draw
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.

Q«Jéﬂdu;%
) M Jfl”

iracts 5’ 6, 7’ 8’ 9’ 17’ 18’ 19, 20' 21’ 22’ 23’

STATE OF NEW MEXICO ) gg’ 520 26, 27, 28, 29, 30, 31, 32, 33, 34,
: ss ’
COUNTY OF CHAVES )
The foregoing instrument was acknowledged before me this 29th day
of September 1965 by
Ora R. Hall, Jr, and Edna lone Hall, his wife
My Commission Expires: ' Aéa/’
July 20, 1966 Not&ry Public
STATE OF )
: ss
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of 1965 by

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY 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
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the 24 day of 'PED 1965, and
acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Ang@@éﬁgﬁas
Exhibit "B", do hereby commit all of their said interests to the Owl Draw
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.

3

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

A s € aondodhad, /. WMey

Zé 3 Tracts 8, 9, 21’22
STATE OF /LU~ (26 )

: ss
COUNTY OF éZ{ZéQ, )
7
The foregoing instrument was acknowledged before me thi (3%) day
of <l : 1965 by Lo, 0 2 1) clas ~.@. |
My Commi;%;iz Expires: \ LA
< -/ 7l

Notary Publit

A
STATE OF )
: sS
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of 1965 by

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY 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
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the 24 day of (‘EEIEMBER , 1965, and
acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agrﬁp@ggggps
Exhibit "B", do hereby commit all of their said interests to the Owl Draw
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.

Sl Japk

I. E. Tapp, Mndividually and as sole heir of
Allie V. Tapp, deceased,

506 la Fonda Drive, Roswell, New Mexioc

STATE OF  New Mexico ) Traots 10, 11
: 8s
COUNTY OF Chaves )
The foregoing instrument was acknowledged before me this 27th day
of __ Septegber 1965 by 1. E. Taoo
My Commission Expires: o R R e S )
5/14/66 o - Notary Public
STATE OF )
. Ss
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of 1965 by

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY 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
Owl Draw Unit Area embracing lands s ated in Eddy County, New Mexico,
which said Agreement is dated the ?fday of S Py”:lvlsfé , 1965, and
acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agreement A8
EXhlblt "B", do hereby commit all of their said interests to the Owl Draw
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 intheir respective acknowledgments.

/’{» L{'CJ Sl [Mea»%

— ] /7

STATE OF TuLiAS ) cpact 14

. S8
COUNTY OF TAvr o= )

The foregoing instrument was acknowledged before me this 19 day
of wvetouer 1965 by ® Ugfs
Tarriot Ao Puffzan

My Commission Expires: ;?i;k \\~__~¢/ ;Zak\q
‘/"QLA\“, VG, - Notary\Publlc
A N
STATE OF )
T SS§
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of 1965 by

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATTIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY 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
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,

which said Agreement is dated the 24day of , 1965, and
acknowledge that they have read the same and aréEgaEEﬁigiJ%ith the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agrepment 88
Exhibit "B", do hereby commit all of their said interests to the Owl Draw
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 intheir respective acknowledgments.

A{) &7L, .
: d‘.‘ A e il 429(}/

,7’/) clbas P27 iu—z:(,

STATE OF 1ilew Li@xXicd ) Tracts 15, 16
N : SS
COUNTY OF -G9¥ )
The foregoing instrument was acknowledged before me this ‘(thday
of Qetaber 1965 by _ y. - crtee ood pie cile Tellise o . tes
My Commission Expires: =2 F ot A éZf;<42¢§>,L.¢.n -
. sT L Notary Publié
STATE OF )
: 8s
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of 1965 by

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY 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
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the _ 24 day of § A , 1965, and
acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agrqgmeut RS
EXhlblt "B", do hereby commit all of their said interests to the Owl Draw
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.

77
) oy
//['/z 3 LCL’T/@{ Léé;z REA

STATE oF (S« F g )
Zﬁ . ss
COUNTY OF (/hlery iiw, )

//L “rige ., _,/ JﬁL ;,{i,«‘.,,fr J

Tracts 25, 26, 27, 28, 29, 30

. The foregoing instrument was acknow¥é2§ed,hefore me this /.4 day
of _ (0l fen 1965 by _ ADw ey, I i lga s
K{/L e L { /ei(r L Zd" , %*e'ﬂ ?(é/’/ﬁ_/z - ——

My Commission Expires: W/
?é% Zé —/ 2’é Notary Public

STATE OF ) W. A, REEVES

-

: ss CACEARY! NOTARY PUBLIC - CALIFORNIA
COUNTY OF ) ALAMEDA COUNTY

The foregoing instrument was acknowledged before me this day
of 1965 by

vvewrvvrwy

My Commission Expires:

Notary Public




BEFORR THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MREXICO

IX THE MATTER OF THS HEARING
CALLED BY THE OIL CCHSERVATION
COMMISSICH OF MEW MEXICO FOR
THE PURPOSR OF CONBILERING:

CASR ¥o. 3317

APPLICATION OF JAKE L. BAMCM
FOR APPROVAL OF THE OWL DEANW
UMIT AGREEMENT, EDDY COUNTY,
NE4 MEXICO,

BXLIRE CYAUSSION s

: This cause came on for hearing at 9 o'clock a.m. on Octoder
6, 1963, at Banta Fe, New Mexico, bafore Examiner Elvis A. Uts.

NOW, on this_/3rA__day of October, 1965, the Commission, &
gquocrum being present, having considered the testimony, the record,
and the recounendations of the Exaniner, and being fully advised
~ in the prenises, :

XINDGs
(1) 7That dus public notice having been given as required by

law, the Commaigsion has jurisdiction of this cause and the subject
natter tharsof.

(2) That the applicant, Jake L. Ramon, seeks approval of
the Owl Draw Unit Agreeswnt covering €916.44 acres, mozre or less,
of Stata, Federal and Fee lands descrided as followas

25N X. o

Section 233 EW/4
tection 30s §/2
fection 3l: All
Section 32¢ W/2



-2-
CASE No, 3317
Oxdex Bo. R~230}

wreaIp 2 -
Eection 1l: B/2 E/2
Section 12: 8/2 B/2
Bection 13 E/2
Section 243 All
Section 2%5: R/2 E/2

! ' TOMEAIR 26 BOUTH, RANGE 27 PFPAST, EMPM
Bection 53 W/2
Bections 6, 7, and 8: All
Eections 17, 18, and 19¢ Al)
Section 203 W/2, SB/4, W/2 MR/4, snd
8R/4 WB/4
Bections 29 and 30: All

(3) That approval of the proposed unit agreemant should
promote the prevention of waste and the protéction of corrslative
zights within the unit area.

AT X8 TRERCFORE ORUIREDS
(1) That the Owl Draw Unit Agreement is hereby approved.

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

" development and operation of the unit area is horeby approved in
principle as a proper conservation measure; provided, however,

that rnotwithatanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relingquishing, in any manner, any right, duty, or cbligation which
is now, or may hereaftsr be, vested in the Commission to supervise
and control operations for the exploration and developusnt of any
lands coznitted to the unit and production of oLl or gas therxefrom,

(3) That the unit operator shall file with the Commission
an executed original or exscuted counterpart of the unit agreement
within 30 days after the effactive date thereof; that in the event
of subsequent joindsr by any party or expansion or contraction eof
the unit area, the unit operator shall file with the Commission
within 30 days thersafter counterparts of the unit agreement
reflecting the sudscxiption of thoss interests having joined or
ratified.

(4) That this ozrder shall becoms effective upon the approval
of said unit agreement by the Coxmissioner of Public lLands for the
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CASE Ko. 3317 S
Ordexr Ho. R-2983

State of New Mexico and the-Diroctor of the United States Geologie
cal Survey; that this oxdor shall terwinate jpso facto upon the
texmination of said unit &gregmanty and that the last uait opera=
tor shall notify the Commission immediately in writing of such
termination.

(3) That jurisdiction of this cause is retained for the
entry of such further orders as the Coxmission way deem neces-

saxy.

- DONE at fanta Pe, New Mexico, on the fay and year herein-
above designated.

STATE OF KEZW MIZXICO
O1IL CCHEERVATION COMMISSION

JACK M, CAMPBELL, Chairman
GUYTOR B. HAYS, MHember

A. L, PORTER, Jr., Mambex & Becretary

SRAL .



CERTIFICATION - DETERMINATION

vo. 14-08-0001 8724

Pursuant to the authority vested in the Secretary of
Interior as to Federal lands, under the Act approved February 25,
1920, 41 Stat. 437, as amended, 30 U.S.C. Secs. 181, et seq.,
and delegated to the Director of the Geological Survey pursuant
to Departmental Order No. 2365 of October 8, 1947, 43 C.F.R.

Sec. 4.611, 12 F. R. 6784, I do hereby:

A. Approve the attached agreement for the development
and operation of the Owl Draw Unit Area, Eddy County, New Mexico.

B. Certify and determine that the unit plan of development
and operation contemplated in the attached agreement is necessary
and advisable in the public interest for the purpose of more
properly conserving the natural resources.

C. Certify and determine that the drilling, producing,
rental, minimum royalty and royalty requirements of all Federal
leases committed to said agreement are hereby established, altered,
changed, or revoked to conform with the terms and conditions of

this agreement.

NOV § 1965 AR /I e

Dated ACTING DIRECTOR, UNLTED STATES
GEOLOGICAL SURVEY
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i
BEFORE THE (Il. CUNBERVATION COMMISSION
OF THE STATE OF NEW MEXICO
IR THE MATTER OF THE HEARING
CALLED BY THE OIL CONMBERVATICHN
COMMIESION OF NEW MEXICO FOR
THE PURPOEE OF CONSIDERIMG:
CASE No. 3317
Order No. R-2983 ;
APPLICATION OF JAKE L. HAMON
POR APPROVAL OF THE (WL DBRAW j
UNIT AGRREMENT, EDDY COURTY,
EEW MEXICG,
This causs came on for hearing at @ o'clock a.m. on October
6, 1965, at Santa Pe, New Mexico, before Examiner Elvis A, Utz.
NOW, on thie__ 13th gay of October, 1965, the Commission, a
guorum being present, having considered the testimony, the record,
and the recoumendations of the Examiner, and being fully advised
ir the premises, |
ELRS ¢
(1) That due public notice having been given as required b
law, the Commission has jurisdicticn of this cause and the subjec
matter theresof. |
|

(2) That the applicant, Jake L. Hamon, seeks approval of |
the Owl Draw Unit Agreement covering £916.44 acres, more or less, !
of State, Federal and Fee lands cescribed as follows: :

ELbY COUNTY, NREW MEXICO
TOWHERIP 23 SOUTH, RANGE 27 BABT, NMPM
Section 2%: &W/4
Section 30: 5/2
Section 31: ali
Section 32: /2




CASE Ho. 3317

-2-

Oréexr %N5. R-2383

TOWNMERIP 26 SOUTH, RANGHE
Section 11 EK/2 E/2

Bection 12: E/2 E/2 :
Bection 13: E/2 ;
Section 24: All

Section 251 £/2 /2

TONEEHRIP 26 EOUTH, RANGE 27 EAST, MMPM

Section 53 w®/2

Sectiong 6, 7, anc &t All

fections 17, 18, and 19: All

Ssction 20: %/2, 8EB/4, W/2 NE/4, and
8B/4 WB/4

Sections 29 and 303 All i

{3} That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit area.

(1) That the Owl Draw Uaii Agreewent 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 |
principle as a proper conservation measure; provided, however, |
that notwithstanding any of the provisions contained irn said unit
agreement, this approval shall rot be considered as waiving or
relinquishing, in any =manner, any right, duty, or cbligation whiiﬂ
is now, or may hereafter be, verted in the Commission tc supervi
and control operations for the exploration and development of any
lands committed to the unit andé production of 0il or gae thereirowm.

(3) That the unit omerator shall file with the Commission
an exacuted original or executed counterpart cf the unit agreement
within 30 days after the eifective date thereof; that ir the event
of subsequent joinder by any party or expansion or centraction of
the unit area, the unit operator shall file with the Commission
within 30 days thereafter counterparts 2f the unit agreement
reflecting the subscripticn ¢i those intereate having ioined or
ratified.

(4) That this order shali become effective upon the approvidl
of =aid unit agreement by the Commissioner of Public Lands for th
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-

Statz of Hiw Mmexico and the Lirector of the United States Geclogie

cal Survey: that this srdar shall terminate jipso facto upon the
termination of said ani{ agreement; and that the last unit opera-
tor shall notify the Commission immediately in writing of such
termination.

(5) That jurisdiction of this causge is retained for the
antry of such further orders as the Coumission may deem neces-
BALY .

UONE at Santa Fe, New Mexico, on the day ané year herein-
above desiynated.

ITATE OF WEW MEZICO
Il CONEZERVATION COMMISEION

JACK M. CAMPBILL,| Thatirwan

—

Nl

A. L., PORTER, Jr., Member & Secretary

| esx/
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t
H

Township 26 South, Range 27 East, N.M.P.M. ° 7
Section 5 - W e
Section 6 - All -z
Section 7 - All
Section 8 - All
Section 17 - All
Section 18 - All
Section 19 - All
Section 20 - W%, SE%, WYNE%, SELNEY
Section 29 - All
Section 30 - All

b0 Sep 2

2. That the lands embraced in the proposed unit area consist
of 8,436.55 acres, or 94.61% of Federal lands; 320 acres, or 3.58%
of State lands; and 159.89 acres, or 1.79% of fee lands.

‘”'3. That the proposed unit area has heretofore been designated
by the Director of the United States Geological Survey as an area
logically subject to unitization.

4. That applicant is informed and believes, and upon such
information and belief states, that the proposed unit area covers
all, or substantially all, of the geological structure or feature
involved and that in the event of the discovery of oil or gas thereon
said unit agreement will permit the producing area to be developed
and operated in the interests of conservation and the prevention
of waste of unitized substances.

5. It is contemplated that applicant, Jake L. Hamon, will
be the operator of the unit area and it is proposed to drill a test
well pursuant to the terms of the unit agreement to a depth sufficient
to test the formations of Pennsylvanian age, but not to exceed a
depth of 12,900 feet.

6. Applicant believes that in the event o0il or gas in paying
quantities is discovered in the lands within the unit area the pool
or field can be developed more economically and efficiently under the

terms of said unit agreement, to the end that the maximum recovery



of unitized substances will be obtained, and that said agreement

is in the interests of conservation and prevention of waste as

contemplated by the New Mexico Oil Conservation statutes and regu-

lations.

WHEREFORE, the undersigned applicant respectfully requests

that a hearing be held before the examiner on the matter of the

approval of said unit and upon said hearing the same be approved

by the New Mexico 0il Conservation Commission as being in the

interests of conservation and the prevention of waste.

DATED this 24th day of September, 1965.

HINKLE, BONDURANT & CHRISTY

/,' § ' .
A — - /
By \ { 6"( (s LU i 3 (/. X /,</( P t{

.
{i

Attorneys for Applicant
Box 10
Roswell, New Mexico

e
it
‘

4

Respectfully submitted,

JAKE L. HAMON

]
/ /
;

# e r/-

By -
Attorney




GOVERNOR
JACK M. CAMPBELL
CHAIRMAN

State of Netn Mexico
®il Conservation Commission

43

LAND COMMISSIONER
GUYTON B. HAYS
MEMBER

STATE GEOLOGIST
A, L. PORTER, JR.
SECRETARY - DIRECTOR
P. O. BOX 2088
SANTA FE

October 13, 1965

Mr. Clarence Hinkle Re: g;serN;; RE%%%3
Hinkle, Bondurant & Christy e, -
Applicant:

Attorneys at Law
Post Office Box 10 JAKE L. HAMON
Roswell, New Mexico

Dear Sir:

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

Very truly yours,

LA A,

A. L. PORTER, Jr.
Secretary-Director

ir/

Carbon copy of order also sent to:
Hobbs occ__ ¥

Artesia OCC_X

Aztec OCC
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
OWL DRAW UNIT AREA
EDDY COUNTY, NEW MEXICO

No.

THIS AGREEMENT entered into as of the .- day of

1965, 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 agree-
ment; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41
State 437, as amended, 30 U.S.C. Sec. 181 et seq., authorizes Federal
lessees and their representatives to unite with each other, or jointly
or separately with others, in collectively adopting and operating a
cooperative or unit plan of development or operation of any oil or
gas pool, field, or like area, or any part thereof for the purpose of
more properly conserving the natural resources thereof whenever deter-
mined and certified by the Secretary of the Interior to be necessary
or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico is authorized by an Act of the Legislature (Sec. 7-11-39
N.M. Statutes 1953 Annotated) to consent to or approve this agreement
on behalf of the State of New Mexico, insofar as it covers and includes
lands and mineral interests of the State of New Mexico; and

WHEREAS, the 0il Conservation Commission of the State of

New Mexico is authorized by an Act of the Legislature (Article 3,



Chapter 65, Vol. 9, Page 2, 1953 Stcatutes), to approve this agreement
and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the
Owl Draw Unit Area covering the land hereinafter described to give
reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste, and secure other benefits obtainable
through development and operation of the area subject to this agree-
ment under the terms, conditions and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the pro-
~mises 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, hereto-
fore issued thereunder or valid, pertinent, and reasonable regulations
hereafter issued thereunder are accepied and made a part of this
agreement as to Federal lands, provided such regulations are not
inconsistent with the terms of this agreement; and as to State of
New Mexico and privately owned lands, the o0il and gas operating regu-
lations 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 25 South, Range 27 East, N.M.P.M,

Section
Section
Section
Section

29 - SW%
30 - sk
31 - All
32 - Wy

Township 26 South, Range 26 East, N.M.P.M.

Section 1 - EXE%
Section 12 - EXE%
Section 13 - E%

Section 24 - All
Section 25 - EXE%

Township 26 South, Range 27 East, N.M,P.M,

Section 5 - Wi
Section 6 - All
Section 7 - All
Section 8 - All
Section 17 - All
Section 18 - All
Section 19 - All
Section 20 - Wk, SE%, WsNE%, SE%NEX
Section 29 - All
Section 30 - All
containing ©,916.44 acres, more or less

Exhibit "A" attached hereto is a map showing the Unit Area
and the boundaries and identity of tracts and leases in said area to
the extent known to the Unit Operator. Exhibit '"'B" attached hereto
is a schedule showing to the extent known to the Unit Operator the
acreage, percentage and kind of ownership of oil and gas interests in
all land in the Unit Area. However, nothing herein or in said sche-
dule or map shall be construed as a representation by any party hereto
as to the ownership of any interest other than such interest or interests
as are shown in said map or schedule as owned by such party. Exhibits
"A" and "B" shall be revised by the Unit Operator whenever changes
in the Unit Area render such revision necessary, or when requested by
the 0il and Gas Supervisor, hereinafter referred to as '"Supervisor',

or when requested by the Commissioner of Public Lands of the State of

New Mexico, hereinafter referred to as '""Commissioner', and not less



than seven copies of the revised exhibits shall be filed with the
Supervisor, and two copies thereof shall be filed with the Commissioner,
and one copy with the New Mexico 0il Conservation Commission, herein-
after referred to as '"Commission''.

The above described Unit Area shall, when practicable, be
expanded to include therein any additional tract or tracts regarded
as reasonably necessary or advisable for the purposes of this agree-
ment, or shall be contracted to exclude lands not within any parti-
cipating area whenever such expansion or contraction is necessary
or advisable to conform with the purposes of this agreement. Such
expansion or contraction shall be effected in the following manner:

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

(b) Said notice shall be delivered to the Supervisor, the
Commissioner and the Commission and copies thereof mailed to the last
known address of each working interest owner, lessee and lessor whose
interests are affected, advising that 30 days will be allowed for
submission to the Unit Operator of any objections.

(¢) Upon expiration of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Super-

visor, the Commissioner and the Commission evidence of mailing of



the notice of expansion or contraction and a copy of any objections
thereto which have been filed with the Unit Operator, together with
an application in sufficient number, for approval of such expansion
or contraction and with appropriate joinders.

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

(e) All legal supdivisions of unitized lands (i.e., 40
acres by Government survey or its nearest lot or .ract equivalent
in instances of irregular surveys; however, unusually large lots or
tracts shall be considered in multiples of 40 acres, or the nearest
aliquot equivalent therefor, for the purpose of elimination under
this subsection) no parts of which are entitled to be in a participating
area within five 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 five-
yvear period diligent drilling operations are in progress cn unitized
lands not enticled 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 commencement of the
next such well, except that the time allowed bef-7een 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
hereof entitled "Unavoidable Delay'"; provided that all legal sub-
divisions of lands not in a participating area and not entitled to
become participating under the applicable provisions of this agree-
ment within 10 years after said first day of the month following the
effective date of said first initial participating area shall be eli-
minated 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 interést.

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 percent of the
current unitized working interests and 60 percent of the current
unitized basic royalty interests (exclusive of the basic royalty interest
of the United States) on a total non-participating acreage basis,
respectively, with approval of the Director and Commissioner, provided
such extension application is submitted to the Director and Commissioner
not later than 60 days prior to the expiration of said 10-year period.

Any expansion of the Unit Area pursuant to this section which
embraces lands therecofore 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 o0il and gas in any and
all formations of the unitized land are unitized under the terms of

*

"unitized substances'.

this agreement and herein are called

4. UNIT OPERATOR. Jake L. Hamon with offices at Dallas, 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 him and agrees and consents to accept the duties and obliga-
tions of Unit Operator for the discovery, development and production
of unitized substances as herein provided. Whenever reference is
made herein to the Unit Operator, such'réference means the Unit Operator
acting in that capacity and noi.as-owner of an 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 him.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
shall have the right -to resign at any‘time prior to the establishment
of a participating area or areas hereunder, but such resignation shall
not become effective so as to release Unit Operator from the duties
and obligations of Unit Operator and terminate Unit Operator's rights
as such for a period of six months after notice of intention to resign
has been served by Unit Operator on all working interest owners and
the Director, the Commissioner and Commission and until all wells
then drilled hereunder are placed in é satisfactory condition for
suspension or abqndon@ent whichever is required by the Supervisor as

to Federal lands and by the Commission as to State and privately owned



lands unless a new unit operator shall have been selected and approved
and shall have taken over and assumed the duties and obligations of
Unit Operator prior to the expiration.of said period.

Unit Operator shall have the right to resign in like manner
and subject to like limitations, as above provided, at any time a
participating area established hereunder is in existence, but in all
instances of resignation or removal, until a successor unit operator
is selected and approved as hereinafter provided, the working interest
oﬁners shall be jointly responsible for performance of the duties of
the unitloperator, 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 perfor-
mance of its duties or obligations hereunder, be subject to removal
by the same percentage vote of the owners of working interests deter-
mined in like manner as herein provided for the selection of a new
Unit Operator. Such removal shall be effective upon notice thereof
to the Director and the Commissioner...

The resignation or removal of Unit Operator under this agree-
ment shall not terminate its right, title or interest as the owner of
a working interest or other in;erest in unitized substances, but upon
the resignation or removal of Unit'Operator becoming effective, such
Unit Operator shall deliver possessiqn of all equipment, materials

and appurtenances used in conducting the unit operations and owned



by the working interest owners to the new duly qualified successor
Unit Operator or to the owners thereof if no such new Unit Operator
is elected, to be used for the purpose of conducting unit operations
hereunder. Nothing herein shall be construed as authorizing removal
of any material, equipment and appurtenances needed for the preser-
vation 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 participéﬁing area shall have been established, the
owners of the working interests according to their respective acreage
interests in all unitized land, shall by majority vote select a
successor Unit Operator. Provided, That, if a majority but less
than 75 percent'of the working interests qualified to vote are owned
by one party to this agreement, a concurring vote of one or more
additional working interest owner shall be required to select a new
operator. Such selection shall not become effective until:

(a) the 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 Commiésioner

at their election may declare this unit agreement terminated.



7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. TIf
the Unit Operator is not the sole owner of working interests, costs
and expenses incurred by Unit Operator in conducting unit operations
hereunder shall be paid and apportioned among and borne by the owners
of working interests, all in accordance with the agreement or agreements
entered into by and between the Unit Operator and the owners of working
interests, whether one or more, separately or collectively. Any
agreement or agreements entered into between the wofking 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 working
interest owners shall be entitled to receive their respective propor-
tionate and allocated share of the benefits accruing hereto in con-
formity with their underlying operating agreements, leases or other
independent co;tracts, 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 éuéh
unit operating agreement shall be deemed either to modify éﬁ& of the
terms and conditions of this unit agreement or to relieve the Unit
Operator of any right or obligation establishea under this unit agree-
ment, and in case of any inéonsistency 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 exe-
cuted 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 by the Director.

-10-



8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as
otherwise specifically provided herein, the exclusive right, privi-
lege and duty of exercising any and all rights of the parties hereto
which are necessary or convenient for prospecting for, producing,
storing, allocating, and distributing the unitized substances are
hereby delegated to and shall be exercised by thé 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 capa-
city 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 six 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, unless on
such effective date a well is being drilled conformably with the terms
hereof, and thereafter continue such drilling diligently until forma-
tions of Pennsylvanian age have been tested or until at a lesser depth
unitized substances shall be discovered which can be produced in
paying quantities (to-wit: quantities sufficient to repay the costs
of drilling and producing operations, with a reasonable profit) or
the Unit Operator shall at any time establish, to the satisfaction
of the Supervisor if located on Federal lands, or the Commissioner

if located on State lands, tht further drilling of said well would

-11-



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 12,900 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 six mpnths 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 satisfac-
tion of the Supervisor, if on Federal lands, or the Commissioner, if
on State lands, 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 éection shall be
déemed to limit the right of the Unit Operator to resign as provided
in Section 5 hereof, or as requiring Unit Operator to commence of
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 require-
ments of this secﬁion 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 six
months after completion of a well capable of producing unitized sub-

stances in paying quantities, the Unit Operator shall submit for the

-12-



approval of the Supervisor and the Commissioner an accéptable 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 oil and gas resources
of the unitized area and shall:

(a) specify the number and location of wells to be drilled
and the proposed order and time for such drilling; and

(b) to the extent practicable, specify the opera;ing prac-
tices regarded as necessary and advisable for proper conservation
of natural resources.
Separate plans may be submitted for separate productive zones, subject
to the approval of the Supervisor and the Commissioner.

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

to this agreement. Reasonable diligence shall be exercised in

-13-



complying with the obligations of the approved plan of development.
The Supervisor and Commissioner are authorized to grant a reasonable
extension of the six month period herein prescribed for submission
of an initial plan of development where such action is justified
because of unusual conditions or circumstances. After completion
hereunder of a well capable of producing unitized substances in
paying quantities, no further wells, except such as may be necessary
to afford protection against operationé‘nét-under this agreement

or such as may be specifically approvéd 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,
the Unit Operator shall, within the month of such completioﬁ, if
practicable, or as soon thereafter as required by the SuperviSor
or the Commissioner submit for approval by the Director and the
Commissioner a schedule, based on subdivisionsof the public land
survey or aliquot parts thereof, 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 initiél

participating area. Said schedule shall also set forth the percentage

~14-



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 Com-
missioner. The participating area or areas so established shall
:be revised from time to time, subject to like approval, whenever
such action appears proper as a result of further dfilling opera-
tions or otﬁerwise, 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‘produc—
tive 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 6n which such revision is predicated, provided,
however, that a more appropriate effective daté 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 éf this section that a participating area
shall represent the area known or reasonably estimated to be pro-

ductive in paying quantities; but, regardless of any revision of
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the participating area, nothing herein contained shall be construed
és requiring any retroactive adjustment for production obtained prior
té the effective date of the revision of the participating area.

In the abséﬁce of agreement at any time between the Unit
Operator and the Director and the Commissioner as to the proper
definition or redefinition of a participating.area, or until a parti-
cipating area has, or areas have, been established as provided herein,
the portion of all payments affected thereby may be impuounded 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 amount thereéf deposited, as
directed by the Supervisor and the Commissioner respectively, to
be held as unearned money until a participating area is finally
approved and then applied as earned or returned in accordance with
a determination of the sum due as Federal and State royalty on the
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 the Commissioner
as to wells drilled on State land, 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
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for working interest benefits from such a well shall be made as pro-
vided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitizedrsubstances
produced from each participating area established under this agree-
ment, except any part thereof used in conformity with good operating
practices within the unitized area for drilling, operating, camé
and other production or development 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 eStéblishedwfor such
production and, for the purpose of determining any benefits acéruing
under this agreemeﬁt, each such tract of‘unitized land shéll'have
allocated to it such percentage of said-production.ag 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 hereundef forfpurpoées other
than for settlement of the royalty, overriding royaity, or payment
out of proaqction.obligations of the respective working intefégt
GWners, shall be on the basis prescribed in the unit operating
agreemgnt whether in conformity with the basis of allocation herein
set fo;th or otherwise. It is hereby agreed that production of
unitized_substances from a participating area shall be allocated
ag provided herein regardless of whether any wells are drilled on
any particular part or tract of said participating area. If any
gés produced from one participating area is used for repressuring

or recycling purposes in another participating area, the first gas
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withdrawn from'such last mentioned participating area for sale during
the life of this agreement shall be considered to be the gas so trans-
ferred 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 NON-PARTICIPATING LAND OR
FORMATIONS. Any party hereto owning or controlling the working
interest in any unitized land having thereon a regular well location
may with the approval of the Superviéor as to Federal land and the
Commission as to State or privately owned land, at such party's sole
risk, cost and expense, drill a well to test any formation for which
a participating area has not been established or to test any forma-
tion for which a participating area has been established 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 1ik¢ manner as other wells are drilled by the Unit Operator
under this agreehent.

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 dperated 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
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obtains production in quantities insufficient to justify the inclusion
in a participating area of the land upon which such well is situated,
such well may be operated and produced by the party drilling the same
subject to the conservation requirements of this agreement. The
royalties in amount or value of production;from any éuch well shall
be pald as specified in the underlying lease and agreements affected.

14. TROYALTY SETTLEMENTC The United States and an& State and
all royalty owners who, under existing contracts, are entitled to
take in kind a share of the substances now unitized hereunder pro-
duced 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 the 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 thepayment of any royalties
due under their leases.

If gas obtained from lands not subject to this agreement
is introduced into any participating area hereunder for use. in re-
pressuring, stimulation of production, or increasing ultimate

recovery, which shall be in conformity with a plan first approved
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by the Supervisor and the Commissioner, a like amount of éas, 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, royalfy free as to dry gas, but not as to the products
extracted therefrom; provided that such withdrawal-shall be at such
time aé may be provided in the plan of operations or as may otherwise
be consented to by the Supervisor and the Commissioner as conforﬁing
to good petroleum engiﬁeering 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 delivéred 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
s pecified in the respective Federal leases, or at such lower rate
or rates as may be authorized by law or regulations; provided, that
for leases on which the royalty rate depends on the daily averége
production per well, séid average production shall be defermined
in accordance with the operating regulations as though each parti-
cipating area were a single consolidated lease.

Royalty due on account of State 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.contrécts, laws and regulations,
provided that nothing herein contained shall operate to relieve the

lessees of any land from their respective lease obligations for the

-20-



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 thié agree-
ment shall be paid at the rates specified in the réspective leases.

With respect to any lease on other than Federal or State
land containing provisions which would terminate suchflease 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 provisions of this agfeement, be
deemed to accrue and become payable during the term thereof as
extended by this agreement and until the redﬁired drilling operations
are commenced upon the land covered thereby or some portion of such
land is included within a participating area. |

16. CONSERVATION. Operations hereunder and production of
unitized substances shall be conducted to provide for the most eco-
nomical and efficient recovery of said substances without waste, as
defined by or pursuant to State or Federal law or regulations.

'17.' DRAINAGE. The Unit Operator shall take appropriate and
adequate measures to ?revent drainage of unitized substances from
unitizedllana by &ells on land not subject to this agreement, or,
with prior éonsent of the Director and the Cbmmissioner, pursuant

to épplicable regulafions pay a fair and reasonable compensatory
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royalty, as determined by the Supervisor as to Federal lands and
by the Commissioner as to State lands.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions and provisions of all leases, subleases, and other contracts
relating to exploration, drilling, development or operations fof 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 foyalty
requirements of Federal and State leases committed Hereto and the
regulations in respect‘thé£eto to conform said requirements to the
provisions of thisﬁagrgement;:and, without limifihg'thé generality
of the foregoing, all leases{ subleasés and‘contracﬁs afe;particularly
modified in accordance with the following: h |

(a) The development and operation of'lanas subject to this
agreement under the terms'hereof shall be deemed fﬁll perf;rmance of
ail obligations for development and operagion with réspect to each and
every part or separatel§ owned tract subject to this‘agreement,
regardless of whether there is any development of ény particular
part or tract of the unit area, notwithstanding anything to the con- -
trary in any lease, operating agreement or other contract by and

between the parties hereto, or their respective predecessors in

interest, or any of them.
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(b) Drilling and producing operations performed hereunder
upon any tract of unitized lands will be accepted and deemed to be
performed upon and for the benefit of each ana every tract of unitized
land, and no lease shall be deemed to expire by reason of failure to
drill or produce wells situated on the land therein embraced.

(c) Suspension of drilling or producing\operétions on all
unitized lands pursuant to direétion or consent of the Secretary and
the Commissioner, or their ddly authorized repfeSentatives, shall
be deemed to constitute such suspeﬂsion pursuant to éuch'direction
or consent'as‘to eacg anq eve?y tract of unitized land: °

| (d) Each lease, sublease or cohtract'réiﬁﬁing to the
) s

exploration, drilling, development or opeqation for oil or gas of

lands other than those of the United States or State of New Mexico

. N

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 effebt.fbf‘ana during the term of this ag&eemént.

‘(e): Aﬁy 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 tﬁis'égreement éhall-continue in force beyond the term provided
therein until the términation hereof. Any other Federal lease com-
mitted hereto shall coﬁtinue’in force beyond the term so provided
therein or by law as to the land committed so long as such lease
remains subject hereto, providedrthat production is had in paying
quantities under this unit agreement priof 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
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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 1s pro-
duced in paying quantities in accordance with.}he provisions of the
Mineral Leasing Act Revision of 1960.

(f) Each sublease or contract relating to the operation and
development of unitized substances from lands of the United States
committed to this agreement, which by its terms wduld expire prior
to the time at which the underlying lease, as extended by the imme-
diately 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 aslsuch 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.

(h) The segregation of any Federal lease committed to this
agreement is governed by the following provisions in the fourth para-
graph 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
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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'.

(1) Any lease embracing lands of the State of New Mexico
having only a portion of its lands committed hereto, shall be segre-
gated as to the portion committed and the portion not committed, and
the provisions of such leasé shall apply separately to such segregated
portions comméncing as of the effective date hereof; provided, however,
notwithstanding any of thetprOVisions of this agreement to the con-
trary 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 térﬁ provided therein as to all lands
embraced in such lease, if o0il or gas is discovered and is capable
of being produced in payiné quantities from some part of the lands
embraced in such lease at the expiration of the seéondafy term of
such lease; or if, at the expiration of the secondary term, the
lessee or the Unit Operator 1is thenfengaged in bonavfide 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 pontinue in full force and effect as to all of the lands
embraced therein, so long thereafter as o0il or gas in paying quanti-
ties is being produced from any portion of said 1ands¥

19. COVENANTS RUN WITH LAND. The covenants herein shall

be construed to be covenants running with the land with respect to
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the interest of the parties hereto and their successors in interest
until this agreement terminates, and any grant,_traﬁsfer, ;r con-
veyance 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 the
Unit Operator until the first day of the calendar month after Unit
6éerator is furnished with the original, photostatic or certified
copy of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become’
effective upon approval by the Director ‘and the Commissioner or
their duly authorized representatives as of the datevof approval
by the Director and shall terminate five (5) years from said‘Effec-

tive date unless:

-
-

(a) such date of expiration is extended by the'Direétor_

Fy

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 Uﬁit Operator
to all parties in interest at their last known addresses, the agree-

”

ment is terminated with the approval of the Director and Commissioner,
or

(c) a valuable discovery of unitized substances has been

made or accepted on unitized land during said initial term or any
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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 pfoduqing
same from wells on unitized land within any pargicipating area
established hereunder and, should production éease,lso long the:e-
after as diligent operations are in progress fqr the restoration
of production or discovery of new prqduction and so long thereafter
as the unitized substances so discovered §an be prOduced as afore-
said;tor |

(d) it is terminated aé heretofore provided in this aéreé-
ment. |
fhis agreement may be terminated at any:tiﬁe by'not'less
than 75 pe; centum, on an acreage basis, of the owners of working
interests signatory hereto, with the approvalkof the Diféctor”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
Direétof is hereby vested with authority to alter or ﬁodifyvfrom
time to time in his discretion the quantity and rate df p;oductioa
under this agreement when such quantity and rate is not fixed:pur—-
suant to Federal or State law or does.not éonform to any,stateﬁide
voluntary conservation or allocation pfogra@, &hichiié'established,
recognized and generally adhered to by the majorityjof operators
in such state, such authority being hereby limited to aiteration
or modification in the public intefest,>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,
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the Director is also hereby vested with authority to alter or
modify from time to time invhis discretion the rate of pfoépecting
and development and the quantity and rate of production under this
agreement when such alteration or modificationvis in the interest
of attaining the conservation objectives stated in this agreement
and is not in violation of any applicable Federal or State law;
providéd, fuftﬁér,-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 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 agreemént as to the quantity and rate of production in the
absence of specific written approval thereof by the Commission.

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

22, CONFLICT OF SUPERVISION. Neither the Unit Operator
nor the working interest owners nor any of them shall be subject
to any forfeiture, termination or expiration of any rights here-
under 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 thereof 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 repreéentatives of the State of New
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Mexico in and about any matters or things concerning which it
is required herein that such concurrence be obtained. The parties
hereto, including the Commission, agree th%t all powers and autho-
rity vested in the Commission in and by any provisions of this
agreement are vested in the Commission and shall be exercised
by it pursuant to the provisions of the laws of the State of New
Mexico and éﬁbject in any case to appeal of 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

3

other parties affected, have the right to appear for and on behalf
of any and all interests affected herebyﬁbefore the -Department of
the Interior, the Commissioner/ofuPublic'Lands of the State of New
Mexico and the New Mexico 0il Conservation Commgssidn and;to appeal
from orders issued under the regulations of said Department, the
Commission or Commissioner or to apply for relief frém any of said
regulations or in_any proceedings relative to operations before
the Department ofvthe Interior, the Commissioner, or Commission,
or any other legally constituted authority; provided, however,
that any other interested party shall also have the righé at his
own expense to be heard in any such proceedings.

24, NOTICES. All notices, demands or statements required
hereunder to be given or rendered to the parties hereto shall be
deemed fully given if given in writing and personally delivered to
the party or sent by 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
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consent hereof or to such other address as any such party may-
have furnished in writing to party sending the notice, demand or
statement.

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agree-
ment contained shall be construed as a waiver by any party hereto
of the right to assert any legal or constitutional fight or defense
as to the validity or invalidity of any 'law of thé'stauéwherein
said unitized lands are located, ér of the United States; or regu-
lations issued thereunder in any way affecting such party, or as
a waiver by any such party of'any‘right beyond his br‘iﬁs authority
to waive. |

26. UNAVOIDABLE DELAY: All obligqtions-uﬁder thisfagree—
ment requiring the Unit Operatbr_to commence or cantinue”driliing

.

or to operate on or éroduce unitized substanqes from‘gny 6f the
lands covered by this agréemept shall be susp'end"ed'—whiie4 bit only
so long, as, the Unit Operator despite the exercise of dqe care and
diligence is prevented from complying with such obligatéons, in
whole or in part, by strikes, acts'of God;LFederal,‘State, or
municipal léw or agencies, unavoidable acciaenés, uncontrollable
delays in ﬁranéportation, inability to obtain necessary‘$aterials
in open market; or other matters beyond the reasonable control of
the Unit Qéerator whé&her similar to-matters herein gnumerated or'
not.

| 27. NONDISCRIMINATION. 1In connection with the éerformance
of work under this agreement, the operator agrees to comply with all
of the provisions of Section 301 (1) to (7) inclusive, of Executive

Order 10925, as amended (28 F.R. 6485), which are hereby incor-

porated by reference in this agreement.
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28. LOSS OF TITLE. In 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 hereto and there éhall be such readjust-
ment of future costs and benefits as may be required on account of
the loss of such;titié. In the event of a dispute as to title as
to any royalty, wqui;é'interest, or other interests subject
thereto, payment or delivery on account thereof may be withheld
without liability for in&erest 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 shoula
be withheld, but such funds of the Unitéd States shall be deposited
as directed by the Superyisdr and such funds of the State of New
Mexico shall be deposited‘és directed by the Commissioner to be
held as unearned money pending final settlement of the title dis-
pute, and then appligd,as‘earned or returned in accordance with
such final settlement.

Unit Operator, as such, is relieved from any responsisility
for any defect or ﬁailuré of any title hereunder.

29. NON;jOINDER AND SUBSEQUENT JOINDER. 1If the owner of
any substantial interest in a tract within the unit area fails or
refuses to subscribe or consent to this agreement, the owner of
the working interest in that tract may withdraw said tract from
;his agreement by written notice to the Director, the Commissioner,
and the Unit Operator prior to the approval of this agreement by

the Director and Commissioner. Any oil or gas interests in lands

within the unit area not committed hereto prior to submission of
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this agreement for final approval may thereafter be committed
hereto by the owneror owners thereof subscribing or consenting

to this agreement and, if the interest is a working interest, by
the owner of such interest also subscribing to the unit operating
agreement. After operations are commenced hereunder, the right

of subsequent joinder, as provided in this section, by a working
interest owner is subject to such requirements or approvals, 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 writing by
the working interest owners committed hereto and responsible for
the payment of any benefits that may accrue hereunder in behalf

of such non-working interest. Joinder by any owner of a noﬁ-
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 accompanied by appropriate joinder to the unit operating
agreement, if more than one committed working interest owner is
involved, in order for the interest to be regardedas 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 Supe;visor
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, provided, however, that as to State lands

all subsequent joinders must be approved by the Commissioner.
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30. COUNTERPARTS. This agreement may be executed in any
number of counterparts, no one of which needs to be executed by
all parties, or may be ratified or consented to by separate instru-
ment in writing specifically referring hereto and shall be binding
upon all those parties who have executed such a counterpart, rati-
fication, or consent hereto with the same force and effect as if 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.

31. NO PARTNERSHIP. It is expressly agreed that the rela-
tionship of the parties hereto is that of independent contractors
and nothing in this agreement contained, express or implied, nor
any operations conducted hereunder, shall create or be deemed to
have created a partnership or association between the parties
hereto or any of them.

IN WITNESS WHEREOF, the parties hereto have caused this
agreement to be executed and have set opposite their respective

names the date of execution.

JAKE L. HAMON
Address: Vaughn Building, Dallas,
Texas
UNIT OPERATOR AND WORKING INTEREST
OWNER

NANCY B. HAMON
WORKING INTEREST OWNERS

ATTEST: AMAX PETROLEUM COMPANY
- By
Secretary President
Date: Address:
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ATTEST: EL PASO NATURAL GAS PRODUCTS COMPANY

By

Secretary President
Date: Address:

GULF OIL CORPORATION

Date: By

Attorney-in-Fact
Address: P.0. Box 1938
Roswell, New Mexico

HUMBLE OIL & REFINING COMPANY

Date: By
Address:

ATTEST: PAN AMERICAN PETROLEUM CORPORATION
By

Secretary President

Date: Address:

Date:

Date:

Date:

Date:

Date:
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STATE OF )
¢ 88
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1965 by Jake L. Hamon and Nancy B.
Hamon, his wife.

My Commission Expires:

Notary Public

STATE OF )

. Ss
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1965 by
of Amax Petroleum Company, a
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )

. S8
COUNTY OF )

Tae foregoing instrument was acknowledged before me this

day of 1965 by

of E1 Paso Natural Gas Products Company, a
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
. 88
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of 1965 by

of Humble 0il & Refining Company,
a Delaware corporation, on behalf of said corporation.

My Commission Expires:

Notary Public
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STATE OF )

. S8
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of 1965 by

Attorney-in-Fact for Gulf 0Oil Corporation, a Pennsylvania corpora-
tion, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
. Ss
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1965 by
: of Pan American Petroleum Corporation,
a Delaware corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
. 88
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1965 by

My Commission Expires:

Notary Public

STATE OF )

: ss
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1965 by

My Commission Expires:

Notary Public

STATE OF )

. 88
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1965 by

My Commission Expires:

Notary Public
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STATE OF )
. 88
COUNTY OF )

The foregoing instrument was acknowledged before we
this day of 1965 by

My Commission Expires:

Notary Public

STATE OF )
. 88
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1965 by

My Commission Expires:

Notary Public

STATE OF )

: 8s
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1965 by

My Commission Expires:

Notary Public
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