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‘__,,.?‘\_ IR SEGREGATION
ACREAGE STATE _FEDERAL INDEAR-FEE CLAUSE " TERM

“DATE OCC CASE NO.. 5179

__DATE
ogn?mmwwoﬁw March 26, 1974 L /8.7y | 5,122,16 . 640,00  4,442,16 40.00 Yes 5 yrs.

UNIT AREA .

TOWNSHIP 26 SOUTH, RANGE 36 EAST

Sections 5 through 9: All . , . § DR
Sections 16 through 18: All : 3 ) : | :




Uni n_.zuao ~‘DOGIE DRAW UNIT -EXPLORATORY
' Operator - 0Ll Compeny
‘County : ‘
STATE LEASE INSTI- e - RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC.  TWP,. RGE. 'SUBSECTION ' "DATE ACRES NOT
X , M RATIFIED H.mmmm..m
12 L-6453-1  C.5. 16 265  36E N/2 | 5-2474 320.00 Mary Ralph’ Lowe-Trust N
. v 3 and anp e of Ralph L
N Dec'd.
13 1-6731-1 c.s. 16 265 36z s/2” 5~24-74 320,00 Mary Ralph Lowe-Trust Ne
0 3 and Estate of Ralph
Lowe, Dec!d.
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June 9, 1976

mmlm

Midland, Texas 79701

Re: Dogiée: Draw Unit
Lea County, New Mexico
TEERMINATION

ATTENTION: Mr. J. D. Highsatth
@M: : »

We have been advised by the United States Geologiczl Survey
that the Dogie Draw umit agreement, lea Coumty, New Maxico has
sutomatically termimated effective s» of April 27, 1976, dus to
the fact that the second unmit teat well was not md

The Coumissionsr of !'ublic lands hu thu tcminnted the

Vogie Drew U-!LC mm aiiesiive &5 of n.u.un. 27, 1975- )

Plesse notify all interested parties of this actiom.

Very truly yours,

PHIL R, LUCRRO
COMMISSIONER OF PUBLIC LANDS

BY;
RAY D. GRABAM, Director
011 and Gas Division

PRL/BDG/s .
ce: UsGS=Roswell, New Mexico -
0CC- Santa Fe, Rew Mexicop”” ey
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Very truiy yours,

PNIL R. LUCER®
 COMMISSIONER OF PUBLIC LANSS

2 &
RAY D, GRABAM, Direstor
il and Gas Division
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GEOLOGICAL SURVEY -
: oL CONSER‘IATION COMM,

o nm,'l:? . Santa Fe

e Swre ’ M co 38201 - o B

‘ o 5779
June 18, 1974

S-1€in, Ross. l Surnett, lnc.
2102 ¥ilce Building
H!d‘laad. Yexas 79700

mwcmuttw mcﬂty.luhxieo. approved en
June 18, 1974.  The agreement has been dasigmated Ne. !M-M’!ﬂ

aul!scﬂbctinadrﬁnuuofﬂnm].

(ORIG. SGDs CARL C. TRAYWICK

Acticg Avea OF1 & Gas Superviser

Ana Eeologist ('ltr on‘ly)
State Land Comxissioner,:Santa Fe ('ltr only)
N.M.0.C.C., Santa Fe (ltr only) .

Hobbs (w/cy of approved agreement)

REShook:td




Griffin,

KENNETH H. GRIFFIN
ROBERT B. ROSS
GARY G. BURNETT

Re:

oiL conse“
Santa Fe New Mexico 87501

Gentlemen:

Roes & Burnett, Inc. 7, /77
d) 1A gDzopezttee

B e A [

‘2102 WILCO BUILDING
MIDLAND, TEXAS 79701
915 683.2705

~ Jily 24, 1974

File No. 2273 .
Dogie Draw Unit
Lea County, New Mexico

Reference is made to Case #5179 and order #R-4754,

n: accordance wnth the ab”ie'we enclose he;eW|th a‘copy'pf the Unit
Agreement executed by HNG 0i1 Company covering the subject unit.
The state and federal approvals are attached- thereto, ‘together wuth-
,ratnflcatncns by the partles other than HNG 0il Company.

Should any additional |nformat|on be needed, please so advnse.

Kenheth: H.

KHG/gp

Enclosures

cc: Mr. Ted Fergeson
HNG OiL COMPANY
400 First Savings & Loan Bldg.
Midland, Texas 79701 ’




CERTIFICATION-~DETERMINATION

Pursuant to the authority vestéd in the Secretary of Interior,
under the act nppmcd‘rcbrunry'ﬁ. 1920, 41 Stat. 437, as amended,
30 U. 5. C. secs. 181, et seq., and delegated to the Area Oil »and Cas
Supervisors of the Geologicni Survey, I do hereby: |

A, Approve the attached ;greement for the development -and

operation of the __ Dogle Draw ‘ Unit Area,
Scate of New Mexico . ‘
g B, Certify and determine that the unit plan of development

and oper;tion contemplated in the dttached agreement is necessary .nd-
adv\i;hdble in the public interest for the purpose 9f moxe g‘rope’tlf ~.
conserving the natural resources, | ; » |

C. Certify and dé’t’ermin? that the drilling, producing,
rental, nij.ninum royalty, and ro'yhify reqdiiénénto of all Féﬁeril
leases committed to‘ said agreemént are hereby established, altered,
changed, or revoked to conform Awit:h the terms and conditions éf this

agreement.

Acting ZFea 01l and Gas Supex
: - Unired States Geologi

Contract Number 14-08-0001-14163
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CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
DOGIE DRAW UNIT
LEA COUNTY, NEW MEXITO

There having been presented to the undersigned Comissioner of Public
Lands of the State of New Mexico for examination, the attached Agteement
for the development and opetation of acreage vhich is described within
the attached Agreement, dated March 1, 1974 > which said
Agreement has been executed by parties owning ‘and holding oil and gas
leases and royalty interests in and under -the /property described and up~-
on examination of said Agreement the Comissioner finds:

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

N (b) That under the proposeéd agreement, the State of New Mexico

will receive its fair share of the recoverable oil or gas
in place under its lands in the area.

(¢) That' each benefmxary Instxtutxon of - the State of New
Mexico will receive its fair and equltable share of the
recoverable 0oil and gas under its lands within the area.

(3) 'I'hat ‘such agreement is. in other reSpects for the best
- interests of the state, with respect to state lands.

NOW, - TREREFORE by virtue of the" authonty conferred upon me" under

'éections 7-]1-39, 7-11-40; 7-11-41, 7-11-47, and 7-11-48, New Mexico

Statutes Annotated, 1953 Compllatlon, I, the undersigned Commissioner
of Public Lands of the State of New Mexico, do. hereby consent to and
approve the said Agreement; however, such consent and- approval being

- 1imited and restricted to such lands within the Um.t Area, whlch are

effectively committed to the Unit Agreement as of this date, and further,
that leases msofar as the lands covered thereby committed to this Unit

: Agreement shall be and the same-are hereby 1mended to conform with the terms

of such Unit Agreement, ‘and said leases shall remain in full force and ef-
fect in accordance with the terms and conditions of said Agreement. This
approval is subject to all of the provxsums and requirements of the afore-
said statutes. :

CIN WITNESS WHEREOF this Certificate of Approval is executed, with seal
aff1xedv this_ 6th, . day of June s 19 24 .

[U/LU(/QM

COMMISSIQNER\OF PUBLI
of the State of New M
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\represen+a+|ves to unite with each ofher, or JOlnfly or separa?ely with

of New Mexico, insofar as it covers and includes lands and mineral interests

UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
. DOGIE DRAW UNIT AREA
COUNTY OF LEA
STATE OF NEW MEXICO

NO.

THIS AGREEMENT entered into as of the _lst day of -~ March S

1974, by and between the parfiés.snbscrlbing, ratifying or consenting héréto,
and herein referred to as the "556¥ieg”HéF§¥33f‘
' WITNESSETH::
WHEREAS, the par?ies herefo are ‘the owners of worklng, royalfy, or
ofher oll and gas interests in the unit area subject to fhis agreemenf ana

WHEREAS the Mineral Leasing Act of February 25,,!9&0 41 Stat. 437 as

amended 30 u.s. C. Secs. 181 et seq., aufhorlzes Federal Jessees and fheir

ofhers. in collecf|vely adopf:ng and operating a cooperafive or unlf plan

of developmenf or operations of any oil or gas pool, 4|eld or Ilke area, or

any parf thereof for the purpose of more propcrly conserving +he nafural

resources Thereof whenever defermlned and certified by the Secretary of

the Inferior fo be-necessary or advisable in fhé'public fﬁ*ereé*; and:
WHEREA'S}‘A‘fhe Commissioner of Pbubl'i'c Lands of the State of New Mexico.

is authorizied by an Act of the Legis iature (Sec. 7-1 [-39 N.M. Statutes 1953

Annotated) to consent 0 or apnrove this agréemehf on behalf df‘%hé‘SfSTe

of the State of'NeW‘MeXico; and
WHEREAS, the Oil Conservation Comnission of the State of New Mexico is

authorized by an Act of the Legislature (Article 3, Chapter 65, Vol. 9,
Part 2, 1953 Statutes) to épprOye this agreemeanand +he conservation provisions
hereof; and

WHEREAS, the parfiés hereto hold sufficient interests in the Ddéie
Draw . Unit Area covering the land hereinafter described to ine reasonanly

effective control of operations therein; and
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WHEREASL It Ié the purpose of the parties hereto to conserve natural
resources, prévenf waste, and secure other 5en9fffs obtalnable through
development and operation of the area subJeéf to fhls‘agreemenf under the
+erm§, conditions and limitations hereln set forth;

NOW, THEREFORE, In consideration of +He premises and the p}omlses hereln
contalned, the parties hereto cdmmif to this agreement thelr respective
fhfe}eé*s in the below-defined unit area, and agrée several ly among them-
selves as .follows:

I. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February’
25, i92‘o, as amended, supra, and all valid pertinent regulations, ‘including
operéfing and unit plan regufafions,’herefbfbré‘issued fhereundér or valld,

pertinent and reasonable regulations hereafter issued thereunder are accepted

‘and made a part of this agreement as to Federal lands, provided siich réﬁUIéJ,"'“

tions are not inconsistent with ‘the terms of this agreement; and as to non-

_Fedeﬁal lands, the oi | and gas operating regulations 1n effect as of ‘the .

offective date hereof governing dfilling and producing operations, not in-

consistent with the terms hereof or the laws of the State of which the non-

federal land is located, are hereby accepted and made é;paff of this agreement. -

2. UNIT AREA. The area specified on the map attached herefd‘marked

Exhiﬁif "A“ is hereby designated and recpgnizéd as ¢0nSfi+d+1ng‘Thé unit area,

“containing 5,122,16 acres, more or less.

bound?ries and identity of tracts and leases in said aﬁeé To'fhe,egfénffkndwn
To'ThélUnif Operator. Exhibit "B" attached hereto isa schedhtevSBbwiﬁg"To
the extent known to the Unit Operator the acreage, percentage, and kind of
ownership of oil and gas interests in all land iﬁ the unit area. :However,

nothing herein or in said schedule or map shall be construed as a representa-

“tion by any party hereto as to the ownership of any interest ofher?%han such

interest or Interests as are shown in said map or schedule as owned by such
party. Exhibits "A" and "B" shall be revisad by the Unit Operator whenever
changes In-+he unit area render such revislon necessary, or when requested
by fhé 01| and Gas Supervisor, hereinafter referred to as "Supervisor", or

when feques?ed by the Commissioner of Public Lands of the State of New Mexico,

Exhibit A" shows, in addition to the bdﬁndééy,éfffhefunIT area, the ..

PEAVI
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herelnafter referred to as "Commissloner", and not less than flive coples

of the revised éxhlblfs shall be flled with the SupervI;or, and twe coples

thereof shall be filed with the Commissloner, and one copy with the New

Mexico OII_Conservafion Commission, hereinafter referred to as "Commission".
The above-described unit area shall when practicable be expanded to

include ‘therein any additional lands or shall be contracted to exclude lands

.

whenever such expansion or contraction is deemed to be necessary or advis-

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

contraction shall be effected In the following manner:

(a) Unit Operafof,XSE'ifs own motion oF on demand of fthe Director
of the Geological Survey, hereinafter referred to as "Director", or on de-

mand of the Commissioner, after preliminary concurrence by the Director

rand~+he Commisslioner, shall prepare a notice of proposed expansion or con-

Traction deséribing,ihe contemplated changes in the boundaries of the unit
area; the reasons Theréfqr, and the proposed effec*lve“défevfhéfedf; pre- -
ferably 'yl'heA first day of a month subsequent to the date of notice.
(b) Said'nofice shall be deli?éred Yo -the Supervisor, fhe‘CommiSSidhér
and the Coﬁmission and copies Thereof‘mailed\fo the iasf’known address of
each working interest 6wner, lessee, and lessor whose inférest‘éﬁe'éffecfed,
advising that 30 days will be allowed for submission to the Uni+’0p~era§£ﬁ:4 of
any objections. . :
(c) Upon expiration of the 30-day period provided in the precediﬁg
item (b) hereof, Unit Operator shall $ils with the Supervisor, The Commis—
sfoner and the Commission evidence of mailing of the notice of expansion
or contraction and a copy of ahy objections Thereto which have been filed
with the Unit Operator, together with an application In ,su’fﬁfii:i'ér}fynu‘nib’er:; e
for approval of such expansion or contraction and with appropriate joinders.
(d) After due cénsiderafion of all perTlnen+ information, the expansion

or contraction shall, upon approval by the Supervisor, the Commissioner and

+he Commission, become éffecfive as of the date prescribed ih the notlce

thereof.

(e) All legal subdivisions of lands (i.e., 40 acres by Governmen}

survey or its nearest lot or tract equivalent; in instances of irregular

-3
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surveys unusually large lots or tracts shall be considered In multiples

of 40 acres or the nearest allquot equlvalphf thereof), no parts of which
are entitled to be In a parficipaflng area on or before the fifth annlver-
sary of the effepflve date of the flrst Inltial particlipating area estab-
Iished-Under this unit Egreemenf, sﬁall be elimlnated automatically from
this agreement, effective as of said fifth anniversary, and such lands shall
no longer be a part of the unit area and shall no longer be subject to fhjls
agreement, unless dlllgent drilling operaffons are in progress on unltized
lands not entitled to pérficipafion on said fifth anniversary, in which’evenf
all ;Qéﬁ lands shall remain subject hereto so long as such diilllig opera-
tions are continued di[iaenfly with not more fhan 90 days' time elapsing .
befween.}he completion of one well and the commencment of the next well.

All leéal subd%&isibns of lands not entitled to be in a parfiCibEfihg”arba
within 10 years after the effective date of the first inifial’par+!cipa?lﬁg‘
area ép‘pfr&e’d under this agreement shall be att‘xfdﬁ{a;l'i‘céllI‘y"e!"i-‘rﬁ:ih'a""“l'éd from ,
thls agréemehf as of sald-fenfh'anniversafy. AII'Iéndeproved‘prbéuéfivéi
by dil}génf drilling operations affe} Thg aforesaid S-year period shall
become péfficipaffng in the same manner as during said 5-year periéd. How¥
éver,:whén sUéh'd}iﬁgehT drilling operations cease, all ndnbarfiéf§§+1ﬁg
lands shall be automatically eliminated effective as of the 9lst day fheré;v
after. The Unit Operator shall, within 90 days after the effective date of |
any elimfnéfiéﬁ hereunder, descrive the area so éf?ﬁiﬁéfed’foffhe‘éafiSfac;
the Siupei “

Visoi - an

Vi nd ihe. Comnissioner, and promptly notify ail ‘parties
in interest.

If conditions warrant extension of the |0-year period specified in
this subsection 2(e), a single extension of not +o‘éxceed 2 yearsjméy be
accomplished by consent of the owners of 90% of the working interests in 1ﬁe
current nonparficipé?ing unitized lands and the owners of 60% of the basic
royalty fnferesTs (exclusive of the basic royalty interests of the United
States) in nonparticipating unitized lands 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 ekplraflqn of said ten-year

period.




l , Any expanslon of the unit area pursuant to this section which embraces

2 lands theretofore elimlnated pursuant to this subsection 2(g) shall not be
3 considered automatic commitment or recommitment of such lands.
4 3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to thls
5 agreement shall constitute land referred to hereln as “unitized land" or
6 ° "land subject to this agreement". All oil and gas In any and all formations’
7 of the unltized land are unitized under the terms of fhis agreement and hersTn
8 are called "unitized subeancesf.
9 4. UNIT OPERATOR. ~ HNG 0il Company is hereby designated as Unit
10 - Operator anQ by signature hereto as Unit Operator égrées and consents to
i accept the duties and obliigations of Unit Operafor.for the discovery,
12 development and production of unitized substances as hereln prov{dgd; When-
VIBI ever reference is made herein to the Unit Operator, 5uch‘reféfenCe héaﬁ#
14 the Unit Operator acting in ?haT capacity and not as‘an owner of interest
15 ;' _in unitized subsTénces,‘and“fhefferm}?ﬁbrkfhg:fd?ééesfféihér“ when used
I6i he;ein shall include or refer to Unit Sﬁérafor as the owner of-a working
17 interest when such an inferest is owned by it. | .
8. . 5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. ‘Unif Opera+or shal |
19 have the right to resign at any time prior fo thé establishment of a
20 parficipafing'areé or areas hereunder, but such resignéfibn shall not
21 become effective so as o release Unit Operator from the deiés and’obliga::Ai
‘22 'tions of Unit Operator and‘ferhfhéfe”Unif'Opefé+br's'righfs'éslsuch fbr a
5 ﬁég{éd>6¥16'ﬁonfﬁs after np+}¢e‘6f;?hféﬁ%1667+6 ;es}gnfﬁas ﬁéén'served By |
24 Unit Operator on ali Qorking interest ownérs_ahd the Supervisor, the
25 Commissioner and the Commission, and until all wells fﬁén‘drilied»hére-’
26 under are placed in a satisfactory condition for susﬁénéfbn or’ébéhdéhMéﬂf
27 whichevervis required by the Supervisor as o Fedéral lands and by the Com-
28 missioner as to State and privately owned lands, unless a new Unit Operator -
29 - shall have been selected and approved and shall have taken over and assumed
30 the duties and oblfgaflons of Unit Operator prior to the expiration of sa}d
31 period.
. 32 | Unit Operator shafl have the right fo resign In Ilke manner and subject
iA 33 to Iike |imitations as above provided at any ‘time a parficipaffﬁg area
. -5~
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establ Ished hereunder Is In exis’rénce, but, in all Instances of resignation
or removal, untll a successor Unit Operator Is selected and approved as
hereinafter provided, the working Interest owners”'shajl be joinﬂy respons]-
ble for performénce of “the dutles of Unit Obeha'l'or, and shall, not la*l'e_r
than 30 days bafore such resignation or removal becomes effective, appoint
a common égenf Yo represent them In any action to be taken hereunder.

The resignation of Unit Operator shall not release Unit Operator from
any Iiablllfy for any default by It hereunder occurring prior to the effec-
tive date of its res{ifg‘r'lafi'on. |

The Unit Operaf‘or. may, upon default or failure In the performance of
its duties or obligations hereunder, be subject to removal by the ‘same
percentage vote of 'rixe <->\_-rme:rsi 61’- working interests as herein provided for
the selection of a new Unit Operator. Such.' removal shal l» be effecfive
upon notice thereof to the Supervisor and the Commiss ioner.

The res_igné‘ﬂonror removal of Unit Operafor ur;der ‘rhislag’r-éemenf shal lr
not terminate its right, title or interest as the owner of a w‘ork’lfh‘g inter-

est or other interest in unitized substances, but upon the resignation or

‘removal of Unit Operjé’ror becoming effective, such Unit Opehéfqr"shall

deliver possession of all wells, equipmenf-, ma+érial‘s and appurtenances uéed
in conducting the unlf oberéﬂons to the new duly qual i,fi"ei‘&isucéessor:;_Unikf
Operator or to the common agent, if no such new Unit Opérator j-is_,elei»:“l?géd ’
to be used for the p&rpose of conducting unit oper‘é’fiéns;he‘r"eunder'. Nofh.ing“
herein shall be construed as authorizing removal Aof any‘ ma‘u‘érial, qufpmen}
and appurtenances neeide,_d for j'l'hé preservation of any wells. |

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender
his or Its resignation as Unit Operator or shall be removed as hereinabove
provided, or a change of Unbiflobera'ror is negotiated by wo'rl‘(i‘ng interest
owners, the owners of the working interests in the participating area or
areas according to their respective acreage interests in such pariicipating
area or areas, or, until a participating area sha;l-l have besn established,
the owners of the working interests according 1'6 Their res.pecﬂve acreage
interests 1n all unif»ized land, shall by majority vote select a successor -

Unit Operator: Provided, That, if a majority but less than 75 per cent of
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“incurred by Unit Operator in conducting unit operations hereunder shall be

“between the Unit Operafor and the owners of working infefesfs, whether one .

“operating agreement™. Such unit operating agreement shall also provide

the working Interests qualified to vote are owned by one party to this
agreement, a concurring vote of one or more additional working Interest
owners shall be requlired to select a new operator. Such selection shall

not become effective untii

(a) a Unit Operator so selected shall accept In writing the dutles

and responsibilities of Unit Operator, and

.

(b} the selection shall have been approved by the Subervisor and
the Commissioner. \
| If no successor Uni+}0pérafor is selected and qua{}fied as herein
provide&; the Director and Commissioner. at thelr election may declare’
this unit agreament ferﬁfnafed.
7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. |f the

Unlt Operator is not the sole owner of working intérest, costs and expenses

§éid'énd?abpbr+ioned among and borne by the owners of worklhg iﬁféreé?é,

all in accordance wifhrfhe.agreEmenfmdriagreeméhfs'éﬁfeer“ihfo?B?»ahd

or more, ‘separately or collectively. Any agreement or agreements entered

into between the working interest owners and the Unit Operator as provided

in tnis section, whether one or more, are hereln referred o as the *unit

the manner in which fhe»ﬁbﬁking interest owners shail be-enTifiedbfo'récéive
1heir5re§§eCTIVQvpr0p0r+50na+e and allocated share of‘+he,benefftsfaécrufng
hereto in conformity Wifh‘fheir Ghderlyihg'operafing agreements, leases or
other independent cohfraefs, and such other rights and obliQéinns as be-
tween Uni#:OpekaTor'énd the Workih@ interest owners as may be agreed uﬁon‘
by Unit Oberafor and the working interest owners; however, no such unit
operafingiagreemenf‘shall be deemed either to modify any of the terms and
coﬁdifions of this unit agreemenf or to relieve the Unit Operator of any
rfghf or obligation established under this unit agreement, and in case of any
lnconsisféncy or conflict between this unit agreement and the unit operating
agreement, this unit agreement shall govern. 'Thrée true copies of any unit

operaflng‘agreemenf executed pursuant to this section should be flled with
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the Supervisor and two truecoplies with the Commlssloner and one true copy

with the Commission, prior to approval of this unit agreement. P

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specifically provided herel&, the exclusive right, privilege, andAdu+y of
exercising any and all rights of the parties hereto which are neoessafy
or convenfent for prospecting for, producing,’strlng, allocatling, and
disfrtﬁﬁffﬁg??he‘uhlf{zéd substancas are hersby delegated to and shall be
exercised Sy the Unit Operator as herein'brovided. Acceptable evidence of
title to sald rights shall be deposited wifh said Unit Operator and, together
with this ag}eeméd¥;A§hali'Eonsfffufe énd‘de?ine Thé.fighfs, prIVIléges,‘ana
obligations of Unit Operator. Nothing herein, however, shall be construed |
to transfer title to any land or to any lease‘brIOPérafing agreement, it -
being understood that under this agreement the Unit Operator, | in its ‘capacity

as UniT Operafor, shall exercise +he righ?s of possession and use vested in

the parties hereto oniy for The purpoqes hereln specnfied.

9. DRILLING TO DISCOVERY. WIfhln 6 ‘months afTer fhe effecf:ve dafe
hercof, the Unit Operator shall begin-to drill an adequafe test well at a

location approved by the Supervnsor, if on Federal land, or by +he Ccmmnssuoner

if on State land, or by the Commussnon |f ‘on fee land; unless on such effecflve ‘
~date a well is being drilled confbrmably wufh the terms hereof, andtfheréaffer

_continue such dritling dlllgenfly unfll +he Ellenburger forma+|on has been tested

or until at a Iesser depth unlflzed subsTances shall be dlscovered whuch can -
be produced in paying quanTlTIes (To—W|T. quanflfles suffnctenf To repay the
costs of dr!ll:ng, compleflng, and produc-ng operaflons, wlfh a reasonable
profit) or the Unit Operator shall at any time establish to The saflsfacflon
of the Supervusor if Iocafed on Federal lands, or the Commtssuoner |f Iocafed
on.State Iands; or the Commission’ if located on fee lands, that further drill-
ing of said well would be unwarraﬁfed or i%pracficable, provfded, however,
that Unif‘dperafor shall not in any event be required to drill said well to

a depth in excess of 20,800 feet. Until the discovery of a deposit of unitized
subsfadces capable of being producéd ln paying quantities, the Unit Operator
shall continue drilling one well at a time, allowing not more than 6 months

between the compietion of one well and the beginning of the next well, unti|

TR T SR T
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a well capable of producfng unitized substances In paylng quantities

Is completed to the sd+lsfacflon of sald Supervisor If on Fdderal land,

or the Commissioner if on State land, or the Commission If on fee land,

or untll It Is reasonable proved that the unitized land is Incapable of
producing unitized sUBsfances‘ln paying quantities In the formatlions drilled )
hereunder. Nofhlng In thsAspcflon shall be deemed to |imit the right of

the Unit Operator to resign as provided in Section 5 hereof, or as requir-

ing Unit Operafor to commznce or conTInue any drilllng during the period

pending such resignation becoming effecflve in order to comply with fhe

requiremenfs,of‘*ﬁié section. The Sdperv!sor and Commissioner may modify:

~the drilling requirements of this section by granting reasonable extensions

of time when, in their opinion, such action is warranted. Upon fallure
to commence any well provided for in this sechbn wifhfn'fhe'fime allowed,
indldding any extension of time granfed by the Supervisor and Thq Com-
missidner,’fﬁiszagreémehf will automatically fé?hinafé}“upoh“$5fluré‘fo
confinue‘déle[dg di[igéhf!y"any well commenced hereunder, the ShpérVisor

and Commissioner may, after I5. days notice fo the Unit Operator, declare

“this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months affer

‘ijcomplefion of a well capable of prodUcing'uni+ized substances in paying

);quanfifies, fhefun1+‘operaf6r‘sha|| submit for the approval of the Supervi§6r

and the Commlssloner an accepfable plan of developmenf and operaflon for the

‘unitized land ﬁhlch when approved by The Supervtsor and The Commlssuoner, o :

shall consfrfufe The furTher drilling and operaflng'obligafions of the Unit

=Operafor under Thls agreement for the period specified thereln. Thereafter,

from time to Tlme before the expiraflgn of any exisfing!plén; the Unit Operator
shall submif for the approval of fhe’Supervisor and the Commissioner a pfan
for an additional specified period for the deveiopment and operation of the
unitized ;and.

Any p|an-submif+ed pursuant to this section shall provide for the
exploration of the unitized area and for the diligent drilling necessary
for determination of fhe‘area’or_areas thereof capable o} producing unitized

substances in paylng quantities in each and every productive formation and
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shall be as complote and adequate as tie Supervisor, the Commlssioner

and Commission may dotermline to be necessary for timely development and

proper conservation of the oll ‘and gas resources of the unitized area

and shall:
(a) specify the number and Iocationé of any wells to be drilled and
-the proposed orﬁer and time for such drilling; and
(b) to the é#fenf practicable, specify the operating pracfiégs regarded
as necessary and advisable for proper chgervaonn of natural
resources.
§eparafezpians may be submitted for separate productive zones, sﬁbjec%xfo
the apprévél of the Supervisor, the bommissioner and the Comm?ssion.

Plans shall be modified or supplemented when necessary to meet changea

‘conditions or to protect the interests of all parties ‘fo this agreement.
" Reasonable ditigence shall be exercised in complying with the db[igafions

of the appfo¢ed'blan*of development. The Supervisor and Coinnissioner are

authorized to grant a reasonable extension of the 6-month period herein
prescribed for submission of an initial plan of deveiopment where Such

action is justified because of unusual conditions or circumstances. After =

AR

completion hereunder of a well capable of producing any unitized ‘substances

1‘

-

n Ui

in paying quantities, no further wells, except such as wmay be necessary io

.a%ford'prO?e¢+ioh agalnst operations not under this agreement and such as may

be specifically approved by the 'Supervisor and the Comnissioner, shall be
drilled except in accordance with a plan of éé?el&bmeﬁfiaﬁpfoVéhiég'heréin
provided. -

i1. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable

of;}fggucfﬁg Gii+7zed substances In paying'ﬁubhfifies or aslsoon thereafter
as required by the Supervisor and Commissioner, the Unit Operator shall éub-
mit for approval by the Supervisor and Commissionef a schedule, based on
subd}visions of the public land survey or aliquot parts thereof, of all land
then regarded as reasonably proved to be productive in paying quahfifiés;
all Iandé in said schedule on approval of the Supervisor and Commissioner to
constitute a participating area, effective as of the date of completion of

such well or the effective date of this unit agreement, whichever Is later.

-10- )
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ledge or information on'which such revision is predicated, provided, however,

- Operator and approved by the Supervisor and Commissioner. No land shall be

The acreages of both Federal and non-Federal lands shall be based upon
appropriate compdfaflbns from the courses and distances shown on the

last éppro?ed public land survey as of the effecf!ve date of each initlal
participating area. Sald schedule shall also set forth the percentage of
ﬁni+lzéd substances to be allocated as here]n provided to each tract in

the participating area so established, and éhél[ govern the allocation:

‘of production commencing with the ef fective date of the participating area.

A separate participating area shall be established for each separate pool

or deposit of unitized substances or for any group thereof which Is pro-

duced as a single pool or zone, and any two or more participating areas .

so established may be combined into one, on approval of the Supervisor

“and Commissioner. When production from two or more participating areas,

so esféblished,’ls subséquéé*?nypund to bé'from a common pool or deposit
saldrparfléipafing areés‘shall be combined into one effective as of such
éﬁﬁrdpriafe défé\és’méy’be’épprovéd'or preSér%bed by‘fhéféﬁﬁérVT56F*ahd'
Commissioner. The participating area or areas so established shall be revised
from time to time, subject to like approval, t6 include additional land then
rééarded as reasonably proved to be productive in baying,quanTiTies or neces- -
sary for unit opera}ions; or To>exclude Iand‘fhén’fegafded as réasbn;Q!y
proved nqjyfo be producfiVe in péying qﬁanfiﬁiéﬁ ahd'fhe‘SchedUIe éf ai!o-
cation percentages shall be revi;éd accordingly. The effective data Ofrany

revision shall be the first day of the month in which is obtained the know-

o

i

+ha+ a more appropriate effective date may be q5¢d if justified by the Unit

-

excluded from a parficfpafihg area on account of‘deple?ion of the unitized

substances, except that any participating area established under the provisions

e

of this unit égreemen? shall terminate au+oma+icaliy whenever all cdmplefions
in the formation on which the participating area is based are abandoned.

It Is the intent of thic section that a participating area shall repre-
sent the area known or reasonably estimated to bé'produc+ive in paying quanti-
ties, bu¥, regardless of any revision of the parficipafingkarea,_nofhing herein

coh+ained shall be construed as requiring any retroactive adjustment for
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which it is-gituated in -2 participating area Is unwar
. ;

production obtained prior to the effective date of the rovision of the
partlcipating area. .

In the absence of.agreemenf at any time between the Unit Operator
and the Supervisor and Commisslioner as to the propar definition or rede-
finition of a parflclpa%lng area, or-untll a parficfpaflng area has, or
areas have, been established as provided herein, the portion of all pay- - --
ments affected thereby shall be Impounded in 2 manner mutually acceptable
to the owners of working interests and the Supervisor and Commissioner.
Royalties due the United States and the State of New Mexico, which shall
be deferhine&'bylfhe;SupeﬁvISOr for Federal land a;d the Commissloner for
State land and Tﬁe amount thereof shall be deposited, as directed byffhe

Supervisor and Commissioner respectively, to be held as unearned money

_until a participating area is fihariy approved and then applied as darned

or returned in accordance with a determination of the sum due as‘FedéraJ
andjS¥afe\r6yal+y'on*+he basis bf such approved parfiéipéfing‘afea.

Whenever it is determined, subject to the approval of the Supervisor

as to wells drilied on Federal land and of the Commissioner as to wells

drilled on State land, that a well drilled under this agreement is do*
capable of production in paying quantities and inclusion of the lahd on

. S o
nwarranted, production-

from such well shall, for The‘puhpéses of settlement among all parties
other than working interest owners, be allocated to the Iaﬁd'oh‘WBTCh *he’f»'

TR SRS R BT A VAU R O T B o i et Ak i e Sye AL
well is located uniess suchiand i iready within the participating area

['{}
[vD)

éSfablished for the pool or deposit from which such prdducfionfis‘obféihed;
Settlement for working interest berefits from such a well shall be made as’
provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced from
each participating area esfablished under this agreement, except any»parf
thereof used In conformity with good operating practices wifhin the Q%i%izéd
area for drilling, operating, camp and other production or developmeﬁ% pur-
poses, for repressuriﬁg 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
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of Unlfliéd'land of the participating area ostabllished for such production

ana, for the purpose of determining any benefits accrulng under this agree-
ment, each such tract of unitlzed land shall have al located to 1+ such per-
cehtage of sald production as the number of écre§ of such tract Included

in sald participating area bears fo the total acres of unitlzed land in

said participating area, except that allocatlon of production hereunder for

'pu}poses other than for settlement 6f the royalty, overriding royélfy, or

pqymenf out of production obligations of the respectlve working interest
ownars, shall be on the basis prescribed in the unit operating agreement
whether in conformity with the basis of allocation hereln set forth or other-

wise. It is hereby agreed that production of unitizied substances from a

.participating area shall be allocated as provi&ed herein tregardless of

whether any wells are drilled on any particular part or tract of said part-

iéipaTing area. If any gas produced from one participating area is used for

"reﬁressufing*br'recyclfpg”bﬁrpbses in another ﬁar@icipéfrhg area, the first

gaélwi+ﬁdrawn:%r6m such last meénfioned participating area for sale during

' Thé life of fhis.agreemenf shail be considered to be ?he gas so transferred

'

un}il an amount equal to that franéfefreddshélj be so produced for sa}e and
SUéh'gas sﬁall*béjalloca+ed to fhe‘parfiéipaifng‘aféé%¥rbﬁ'ﬁﬁiéh‘iﬁffiélvy |
produced as such area was last defined at the time of such final production.

3. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS.

Any party hereto owhiﬁgyor controlling the working interest in’any‘uni%izéd
ToTh

[REAP S A ..
1 e

| p § . =
ranue naving

hereon a reguiai weliloca may-with-the 5pproval o
Supervisor as to Federal land, the Commissioner as to State land and the
Commission as fb’privafely owned land, at such party's sole risk, cost and
exﬁense, drill a well fO‘Tesf any'formé%iOn fof whiéﬁ.a‘parTiCEpéfiﬁg area

has not been established or to test any formation for which a parficipéfing
area has been established if such location is not within said participating
éréa, unless within 90 dayé of réceipf of notice from éaid par%y of his in-
tention to drill the well the Unit Operafor elects and commences to drill such
a well in [lke manner as other wells are drllled by the Unit Operafor under
Th{s_agreemenf.

If any well drilled as aforesaid by a working interest owner resulits

-}3 -




I In production such that the land upon which it Is situated may: properly be

2 included In a participating area, such parficipaflng area shall be establlshed

3 or enlarged as provided in this agreement and the well shall fheréaffer4be

4 operated by the Unit Operator In accordance with the feém; of this agreement ,

S  and the unit operating agreement.. | |

6 If any well drilled as aforesald Sy a worklﬁé InferegT owne: obtalns

7 production In quantities insuffi&ient to justify the inclusion of the [and

8 upon which such well -is situated in a participating arca, such well may be
9 operated andiprOdUCed by the party drilling the same subject to the conserva-
‘IOV tion requiremeﬁfs of this agreement. The royalties in amount or value of

' production from any such well shall be paid as specified in the underlying

12 lease and agreements affected.

3 14, ROYALTY SETTLEMENT. The United States and any State and any
14 '~ royatty owner who is enfifled'fo take in kind:a share of The substances - . , ;
15 now unitized hereunder shall hereafter be entitled fo the right to take in- §
16 kind its share of fhe>unifized subsfances,réhd;fhe UniT'Operéfor, or The‘ A 15

17 ‘working‘inféresf owAer in case of the operation of a well by a working inter- 'é
18 est owner as hereln prOV|ded for in specual cases, shall make deliveries of ’3

19 | such royalfy share taken in k|nd in conformnfy with fhe appllcable oon+racfs, 1
20 laws and regulaf:ons. Settlement for royalty |nferesf not taken in kind shall :
21 . be made by working interest owners responsible therefor under exisffng,coﬁ- P
22 tracts, laws and regu!aflons, or by the Uan Operdfor, on or before’ “the Tast- i
: 23 day of each monTh for unlflzed substances produced durlng The precedlng cal--

24 endar month; provided, however, that anh{hg"hérein contained shall operate

25 to rélieveyfhe lessees of aﬁy land from Tﬁeir }éspecfive lease ob[igafions

26 for the payment of any royalties due under their Ieéséﬁ.

27 If gas obtained from lands not subject to fhis agreement is.introduced

28 infé any‘parficipafing area hereunder, for use in répressurlng,'sflmulafion

29 of production, or increasing ultimate recovery, in conformity with a plan of

30 operafibns approved by the Supervisor, the Commissicner, and Commission, a

31 fike amount of gas, after settlement as herein provided for any gas transferred

32 from any other participating area and with appropriate deduction for loss from

33 any cause, may be withdrawn from the formation in which the gas is introduced,

-|4‘-;




26
27
28

29,

30
31
32
33

royalty frece ashfo dry gas, but not as to any products which may be extracted
therefrom; provided that such withdrawal shall be at such time as may be
provided In the approved plan of operations or as may otherwlse be consented
to by the Sapervisor, the Commissioner aﬁd Commission as conformlng to good
petroleum engiﬁéering practice; and provided further, that such right of
withdrawal shall terminate on the termination of this unit agreement.

Royalty due the Unlted States shall be computed as pfovlded.tn”+he
operating regu!afions aﬁd paid in value or delivered In kind as to all unitized
substances on the basis of the amounts fhéreqf allocated to unitized Federal
land as provided herein at the rate specified in the respective Federal leases,

or at such lower rate or rates as may be authorized by law oﬁ'regulafion;

provided, that for leases on which the royalty rate depends on the déily aver-

age production per well, said average production shall be determined in accor-
dance with the operating regulaffons‘aé though each’parficipéflng area Qere a
single corsolidated lease. =

Royalty due‘on'accéun+4of State lands éhé]llbe coﬁpuféd'énd‘péTd on the
basis of all unitized substances allocated to such lands.

15;‘ RENTAL SETfLEMENT. Rental or minimum royalties due on leases com-
mitted hereto shall be paid by working iﬁféfé§f cwners résbdnéiﬁle’fhéFﬁfbf»
under existing contracts, laws and reguiafibné, provided that nothing herein
contained shall operate to relieve the lessees of any land from Théﬁr respec-
Tive~lease'ob|i§%+ion§ for the payment of any renfél”br minimum rdyaffy dﬁe
under their leases. Réﬁ%él or minimum royaliy for lands of the Unlted States
subject Toxfhisvégreehenf shall be paid at the rate specified in the respécfive
ieases from the United States unless such rental or minimum royalty is waived,
suspended or réduced by law or by approval of the Secréfary or his duly auth-
orized répre;enfafive.

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

| Wi+h‘respec+ o aﬁy lease on non-Federal Iand‘confaining provisions which
would terminate such lease unless’driIIing operations are commenced upon +hé
land covered thereby within the time +hérein specified or rentals are paid for

the privilege of deferring such dritling operations, the rentals required

- |5 -



| thereby shall, notwithstanding any other provisfons of this agreement, be

2 decmed to accrue and become payable durfng the term thereof as extended by
3 | thls agregmenf.and until the reéulred dritling operations are.commenced j
: 4 upon the land covered thereby or untl! some portion of sugh fand Is included
5 within a participating arca. . ) ?
6 | 16. CONSERVATION. Operatfons hercundor and production of unitized i
.7 substances shall be conducted to provide fqp‘fﬁengsf economical and effi- %
8 clent }ecoverf of said substances without waste, as defined by or pursuant {
9 to State or Federal faws or regulations. | _‘ g
10 17. DRAINAGE. The Unit Opergfor shall take such measures as41he é
IR Supervisor and Commissioner deem appropriate and adequate +o'preven+ drain=- | f
12 agé of unitized subsfaﬁcés from_unl+izéd Iahd.byAwells on land not subject ;
13 to this agreement. - )
ia ' 18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terins, conditions
15 and ‘provisions of all leases, subleases and 6fheE contracts Teiaffﬂb‘fo ex~
16 ploration, drilling, development or operations for oil or gas on lands com-~
17 mitted to this agreement are hereby expressly modified and amended to the
18 extent necessary to make the same conform Yo the provisions hereof;ibuf
19 otherwise to remain in fulf force and éffecf;'and the pétfies hereto héféﬁy
20 conéenT_ThaT the Secretary as to Federal leases and the Commissioner as to
21 State leasés shall and each by hfs approval heﬁééf; or by the aﬁprévalfhefeof
22 by their duly authorized representatives, do hereby establish , alter, change
23 ‘or révoke the -drilling, pﬁoducing, rental, mih}mUm'f0yalTy and foyéITy're-
-24 qufremenfs of Federal and State leases commif}ed‘herefb’and fhe feghlafiohs 4
25 in respec? thereto to conform said requiremenfs 1o the provisions of ?hls
26 . agreemenf and, without Ilmlflng the generality of the foregonng, all Ieases,
27 subleases, and contracts are particularly modified'in accordance with the
28 following:
29 (a) The development and opera?ion‘of Iandsvsubjecf to fhis agreement
30 under the terms hereof shall be deemed full performance of all obligations
3 for development and operation with respect to each and every separately
32 owned tract subject to this agreement, regardiess of whether there is
33 any development of any particular tract of the unit a}ea.

- |16 -




| | (b) Orilling and producing operations performed hercunder upon any

2 tract of unitized land will be accepted and deemed to be performed

3 upon and for the benefit of each and every tract of.unifized land, and

4 no lease shall -be deemed to explre by reason of fallure to drill or

5 produce wolls situated on the land therein embraced.

6 (c)ﬁvSuspenslon of drl!}ing or producing bperafions on al! unitized

7 | . Iandé’pufsﬁéhf“fo direction or consent of the Secretary ahd é6ﬁﬁi§s1$ﬁér.

8 or their duly authorized répresenfafives shall be deemed to constitute

9 such suspension pursuant to such direction or.consenf‘as fo each adq every

R 10 ' ﬁf;acf of unitized land: A suspension of drilliﬁg or-pro&udihg operations

" ' limited Yo specified lands shall be applicable only to such lands.

12 (d) Each Ieése, sublease or contract relating to fhe:exploraflén.'dritl- :
i3‘ ing, development or operation for oil or gas of lands ofhérsfhéh’fﬁosév %
i4 . fofhé United States or State of New Mexlco cbmmiffed to fhié agreemenf, é
15 o . ..which, by its Térhs'mighf expire prior to the fermination of this égfbe; '%
16 ” = ment, is hereby extended beyond any such term so provided therein so i
17 that it shalj be confihUeq”fn full force and effect for and during é
s the term of this agreement. ;
9 (e) Any Fedéral lease for a fixed’ferm,of ’~+Wen‘+y’ (20) years or any
20 ‘ renewal thereof or any part of such lease which is made subject to i
21 | *fhisiagreemenf shall continue 'in force beYbnd the term proVided +héréin :%
22 ‘ unfll the Termlnaflon hereof. Any ofher Federal lease commlffed herefo. 'é
23 | shall conflabe in force beyond The Term 50 prov:ded Thereln or by law | ?
24 as to the land commifted so long as such lease remains subJecT heretc, %
25 .~ provided that production is had in paying qQanfiffes under this uni+ ;
26 . agreemenf prior to fhe eypnraflon date of the term of such lease, or in |
27 the event actual drllllng operations are commenced on unitized lands, ﬁ
28 . | in accordance with fhe_provisions of this agreemenf, prior to the end , J
29 of the primary-term of such lease and are being diligenfly prosecuted {
30 at that time, such lease shall be extended for itwo years and éo fong 1
3f thereafter as oil or gas is produced in paying quantities in accordance 1

- 32 with the provisions of the Minsral Leasing Act Revision of 1960. |

33 : (f) Each sublease or contract relating to the operation and development
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of unltlzed subsfanées from lands of the United States committed

to this agreement, which by it+s terms would expire prior to the

time at which’ the underlying lease, as ‘extended By the Immediately
preceding paragraph, wil{ oxp[re,ﬂigrhereby extended beyond any such
term so provided +herein so that It shall be conflhuéd In full force

and effect for and during the term of the underlylng lease as such

“term is hereln exfended.

(g) Any lease embracing lands of the State of New Mexico which is
made subject To‘jhis agreement, shall continue in.force beyond the
term pfoQided therein as fo the lands committed herefo until the

Terminﬁfidq hereof, subject to the pFoViglons of subsection (e) of

Section 2 and subsection (i) of this Section 18,

“(h) The segregafioh'bf'any Federal féése‘COmmifTed'fo foS‘agree;

ment Is governed by fhe following prOV|SIons in the four1h paragraph

of Séc. I7(J) of the Mlneral Leasing" AcT as amended by The Acf of
September 2, 1960 (74 Stat. 78]~784): "Any (Federal} lease herefofore ‘
or hereafter committed to any'such"(dﬂi¥)'plan embracing Ianﬁs that

are in}parf within and inﬁpar+~ou+;ide of the area ¢qvered"by'ahy’5u¢h
plan shall be segregated infovseparafé leases as to the l;ﬁds cbmmiffed‘
and Theilands not comnitted as of the effective dafefof‘unffizgfidh:

Provnded however, That any such lease as To “the nonuniflzed porflon

shall conflnue in force and effect for Tho ?erm fhereof buT for ot o

less Than two years from the date of such segregaflon and so»long
thereafter as oil or_gas is produced in paying quénfi#ieé;"

(i Any lease embracing Iandsfof'fhe S%a+e‘of;New'MekicoihaVing oﬁly

a portion of its lands committed hereto, shall be seg}egéféd as to the
portion committed and the portion not committed, and }he provisions of
such lease shall apply separately to suéh segregafed bohfioné commencing
as of the effective date hereof; provfdéd, however, notwithstanding any
of the proVisions of this agreement to the contfrary any lease embracing
lands of the State of New Mexico haviﬁg only a portion of its lands
committed hereto shall continue ln'fulf force and effect beyond the term

provided therein as to all lands embraced In such lease, ifoll or gas
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| Is dlscovored and Is capable of baing produced in paylng quantities.

2 from some part of the lands embraced In such lease at the prlr5+lon
3 of the secondary term of such lease; or If, at the expiration 6f the
4 secondary.term, the lessee or Unlt Oporator is then engaged in bona fide
5 ’ drilling or reworking operations on some part ofIThe lands embraced in
6 such lease, the same, as Tovall lands embraced therein, shall remain In
7  full force and effect so fong as: such operations are belpg‘diligenfiy
8 prosecuted, and if they result in ?he p;oduc+!oh of oil or gas, sald
9 lease shall continue In full force‘anaiéffecf as to all of Tthe lands E
10 .. embraced therein, so ang }hereaffer as oill or gés in paying quantities
1 isfbelng produced from any pérfion of said lands.
12 ) (jj Any IeaSe;iofher than a Federal IéaSe,'héving only a portion of Ifs
13 lands ccdmi++edfhefe+o shall be seépegafed as to the portion commitied
) 4 ané the porffbn:nof,éommiffed, an& fﬁéépfdviéfbhé 6f'sUéh'lé$Sé‘Sh;Il
15 R apély séparafé!y"fb éuch segregaféd pOffions'éommenciﬁgﬁss'6f;+hé'éfféé-
16 - tive dafe hereof. 1In the event any sugh lease provides for a lump sum i
17 : Eeﬂfalipayménf, such payhénf shall be brorafed~befWeen the porinns 0 E
18 sééhégéféd7inproporfion:+o fhe‘aéfeége of the respective tracts. :
19 19. COVENANTS RUN WITH LAND. The covenants herein shall be constried
20 to be cﬁvenéﬁ?s’ruhn?hg with the land with respect #o;The iﬁfereéf of the
21 parfiéséheféfo and their successors in inféfes+_0n¢11:fhis é§reemedf'feféfﬁéfés,; 5
.22 and any grant, transfer, or convevance of iﬁfekesf'in léﬁd?or‘leases subjedt |
23 hereto shall be and hereby is conditioned upon the assumption of all priviieges
24 and oblfgaf?ohs hereunder by the grantee, transferee or other successor in
25 ih%eresf.” No assignment or fransfér of any working interest, royalty, or
26 ofher'iﬁferesf subject hereto shall be binding upon Unit Operaforrunfil the
27 first day of the calendar month after Unit Operator is furnished with the
28 original, phofoSfafic, or cerfified copy of the instrument of transfer.
.29 20. EFFECTIVE DATE AND TERM. This agreement shall become effecfive
30 upon approval by the Secretary and Commissioner, or Thefr duly authorized
31 representatives and shall terminate five (5) years ffom said effective date
32 unless:
33 (a) such dafé of expiration is exfehdéd by the Director and Commissioner, or

AT T
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(b) " It Is reasonably determined prlor to the explration of the fixed

term or any extfenslion thercof that the unitized land Is incapable of

2
3 production of unitized substances in paying quahflfﬂes in }he formations
4 tested hereunder and after nof}ce of infenfioh to terminate }he agreement
5 on such ground .is given by the UniT.OPera?or to all parties in Inferest
6 at thelr last known addresses, the agrcement Is terminated with the ap- t
7 proval of the Supervisor and the Commissioner, or 5
8 (c) a valuable discovery of unitized substances has been made or
9 ac;ebfed on unifizéd‘land during said initial term or any extension |
0 thereof, in which event fhe'agreemenf'shall remain In effecfifor'sdch é
11 term and so long as unitized substances can be produced in quantities ;
12 3 suffi;ienf to p;y fer the COQT of producing same from wells pn unitized é
13 landrwifhin any‘parfici;afiﬁg‘area established hereundsr and, should | ‘f
14 ° production cease, so long thereafter as dillgent opératiéns are in pro- s
15 A greéé‘for the restoration of pboducfi@h or'dfscovefy;pf nék:ﬁfoﬁﬁéfi%ﬁf' 5
}6 ; an&nsé Ioné Tﬁereaffer’as unitized substances sd”&is#o@éfed Céh;Bé‘pro—
17 duced as aforesaid, or .§
18 (d} it is terminated as heretofore provided in Thiskagreemehf. This ‘
19 5 agreement may be terminated éf_any‘fime»by*nof Igss'Th?h’?SwpéereﬁTum,
20 'on-an acreage basis, of the working iﬁferesf owners signatory hereto,
21 with the approval of TheVSﬁpervisor‘and Commissioner; notice of any such
22 approQal to be given by the Unlt Operator to ali paffiég hereto. - 7_ 'lj
25 2i. RATEOF PROSPECTING, DEVELOPMENT AND PRODUCTION. * The Direcioris™
24 hereby vested with agfhbrify“fo-alfer or modify from time to +ime*in‘His dis-
25 cretion the duan‘fify and rate of production under this agreement when such
26 QUanfffy and rate is not fixed pursuant to federal or State law or does not
27 conform to any statewide voluntary conservation or allocation program, which
28 is established, recognized and generally adhered io by the majority of oper-
29 ators in such Sféfe, such authority being hereby limited to alteration or mod-
30 ification in the bublic~inferesf, the purpose fheréof and the public interest
3] to be served thereby to be stated in the order of alteration or modification.
32 Without regard to the foregoing, the Director is also hereby vested with
33 authority to alter or modify from time to time in his discretion the rate of‘;
' - 20 -
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~ation or expiration of any rights hereunder or under any leases or contracts

vsubjec? hereto, ‘or -to any penalty or liability on account of delay or fa}!ure

-of the State of New Mexico in and about any matters or thirgs concerning which

“it is required herein that such concurrence be obtained. The parties hereto,

prospecting and development and the quantity and rate of productlon under
this agreement when such alteration or moditication Is In the Interest of
attaining the conservation objectives stated in this agreemen+ and Is not

in violation of any applicable Federal or State law; provided, further, that

no such alteration or modification shall be effective as to any land of the
State of New Mexiéo, as fo the rate of prospecting and developing in the
absenéé of the specific written approval thereof by the Commissioner and
as to any iagds of +Heus+afe of New Mexico or privately owned lands subjécf

to Thisiagréemen? as to the quantity and rate of production in the absehée

‘ of specific written approval thereof by the Commission.

Powers in this section vested.in the Director shél[ OnI9 be exercised
after notice to Unit Operator and opportunity for hearing fo be held not
less” than 15 days from notice.

22, CONFLICT OF SUPERVISION. Naither the Unit Operator nbr-fhe w6rk-

ing intérest owners nor éﬁy 6f5fﬁém1shafl be subject to anyifdr¥éf¥Ure, termin-

iﬁ-whofe or in part to comply Wifh:ény applicable brovisioﬁtheredf to “the
e*fehf that ThéﬁUniT Operator, wo}king interest owhers or any of them are
hindered, delayed or prevented from‘complying therewith by reascn‘of failure
of the Unit Operator T; obtain in the exeréfse of due'difigéﬁéé,ifhe ébncur-

rence of proper representatives of the United States and proper resrssentztives -

including the Commission, agbee that all powers and authority vested in the
Commission in and by any provisions of this agreement are vested in the Com-
mission and shallnbe exercised by it pursvant to the pfovisions of the laws

of the State of New Mexico and subject in any case to appeal or judicial re-

view as may now or hereafter be provided.by the laws of the State of New Mexico.
23, APPEARANCES. Unit Operator shall, affer notice to other parties

affected, have the right io appear for and on behaif of aﬁy and all interests

affected hereby before the Depariment of the Interior, the Commissioner of 1

Pub;ic Lands of the State of New Mexico and the New Mexico OIl Conservation
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Commlsslon and to appeal from orders Issued under the regulations of sald
Department, the Comnission or Commlisslioner or to apply for relief from any
of sald regulations or In any proceedings relative to oparations before the
Departmernt of the Interior, the Commissioner, or Commission, or any other
legaily constituted authority; provided, however, thai any other interested
party shall also have the right at his owé expense to be heard in any such
proceedling.

24. NOTICES. All notices, demands or sfafemenfs required hereunder”
1o be given or rendered Té the parties hereto shall be deemed fully given [f
given in writing and personally delivered to the party or sent )y posfpaicfj

regisferéd or certified mail, addressed to SUCh'pény or parties at their

respective addresses set forth in connection with the sﬁgnafures hereto or

to the rafificaf}on or consent hersof or to such other address as any such
party may have furnished in writing +o'paffy seﬁdfhg the fiotice, defand or
statement. o ‘ \

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in ¥his agreement contained

shall be consirued as a waiver by any party herefo of the right to assert

. any legal or constitutional right or defense as to the valf&ify"bﬁ inVaiidiTy

of any law of the State wherein said unitized lands are located, or of the

United States, or regulafiéns issued Theréuﬁﬂeﬁ in any way affecting such
party, or as a Qaiverfby any such party of any right beyond his or its
aufhoﬁifyifo wafje.‘ | :

| 26. UNAVOIDABLE DELAY. Al oblTgations under this agréémeﬁf‘reqqrrjﬁg
the Unit Operator Té commence or continue drilling-or to operate on.or pro-
duce unitized substances from ahx_of the lands covefed'by-fhis agreeﬁenf shal l
be suspended while the Unit Operator, despite the exercise of due care and
diligence, is prevenied from complying with such obligations, in whole or in
part, by sirikes, acts of God, Federal, State or municipal law or agencies,
unavoidable accidents, uncontrollable delays in fransportation, inability
to obtain necessary materials inLopen market, or other matters beyond the
reasonable control of the Unit Operator whether similar to matters herein
enumerated or not. No unit obligation which is suspended under this section

shall become due less than thirty (30) days after it has been determined that

- 22 -




I the suspension Is no longer applicable. Dotermination of creditable

2 "Unavoldable Delay" time shall be made by +he Unit Operator sdbjecf to
3 approval of the Supervisor and Commissioner. ‘ : f
4 27. NONDISCRIMINATION. In connection with the performance of work
5 uﬁder this agreement, the operator agrees to comply with all of the pro- -
6 visions of section 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. ;
7 12319), as amended,which are hereby incorporated by reference in this agreement. |
8 ' 28. LOSS OF TITLE. In the event tiTle to ény tract of unitized land ;
9 shal| fa11 and the true owner cannot be induded o join in this unit agree- i
10 ment, such tract shall be éufomafically regarded as not committed hereto ;
1 énd there shall be such‘réadjusfmenf'df future costs and beneflts as may '
12 .be required on aCcoUﬁf.of‘fhe loss of such title. In‘;he event of a d!g—
|3' pdfe as to +i+ls§+o'any royalty, working interest or ofhef}inferesfs subiecf .
i{ - fheréfQ, paYmenf{or delivery on accouhf‘fhe}édf may be wifhﬁéld hifh6u¥§:
15 liabii'-l"i:;fy for inferest until the dispute is final'iy;:‘f'*:éfhé&j; provided, that, :
16 ag to Federal and State land or leases, no payﬁenfS‘of funds due the United |
17 States or State of New Mexico should be withheld, but such funds of the
8 United States shall be deposited as directed by the Supervisor and such -
19 funds of the State of New Mexico shall be deposited as directed by the - 3
20 Commissioner to be held as unearned money pending final settlement of the i
21 Tiffe'di$pufe, and +henbéppliédbas earned or returned in accordance wlfh
22 such final settlement.
23 Unit Operator as such is relieved from any responsibility for any
24 defect or faifure of any title hereunder., A
25 '29. NON-JOINDER AND SUBSEQUENT JOINDER. |f the owner of any sub-
26 stantlal interest in a tract within the unit area falls or refuses o sub-
27 scribe or consent’'to this agreement, the owner of the working Interest In
28 “that tract may withdraw szid tract from this agreement by written notlce .
29 delivered to the Supervisor and the Commissioner-and the Unlt Operator
30 prior to the approval- of this agreement by the Supervisor and Commlssioner,
31 ‘Any oil or gas inferesfé in lands within the unlt area not commltted hereto
32 prior to submission-of'This agreement for final approval may thereafter be
33 ‘ committed hereto by the owner or owners thereof subscribing or consenting
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to thls 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 wo;king interest owner is subject to such
requirements or approvalé, if any, pertaining to such joinder, as may be
provided for in the unit operating agreement.. After final_approval hereof,
jelnder by'a non-working interest owner must be consented to in writing by
the working interest owner cOmmfffég%herefo'and résponsible for the.payment

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

interest. A non—workihg”ihféréSf may not be committed to this unit agree-

ment unless the corresponding working interest is committed hereto. Joinder
to ?he’unif.agreemenf by a working intérest owner, at any *ime,‘mUsf be
accompanied by appropriate joinder to the unit operating agreéméﬁ+, if more

than one committed working interest owner is involved, in order for the

inferésf to be féga?déd as committed to this unif 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 'fmng with the
Super?iSér and the Commissioner of duly executed coUnferpaffS‘of a!f or any
papefs n;ce§sary to establish effective commitment of any tract to Thfs
agreement unless objection to such joinder is duly madeAwifhin"BO days by
the Supervisor, providéd, however,. that as"to Sfafe lands -al'l SUbseq0én+

joinders must be approved by the Commissionér.

30. COUﬁTERPARTS¢ This agreement may be executed in any'number of
counterparts no one of which needs to be executed by all parties or may’
be rafif7éd or consented to by separate instrument in wrifing'sébcificafly
referring hereto and shall be binding upon al| those péffiés who have exe-
cuted such a counterpart, ratification, or consent hereto with the same
force and effect as if all such parties had signed the same document and
regard!eés 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.
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| 31, NO PARTNERSHIP. 1t is expressly égreeq that the rclation of

E‘.

Ef 2 the parties hereto Is that of independent coﬁfracfors and nothing in this
3 agreement contained, expressed or implied, nor any operations conducted
4 hereunder, shall create or be deemed To have created a parfnership or
5 associ§+ion between the parties hereto or any of them. ;
’6l >Iﬁ WITNESS WHEREOF; the parties hereto have caused this agreement ,;
7 - to be éxecufed and have set opposite their respective names the date of i
8 exechfion. . E

UNIT_OPERATOR AND WORKING INTEREST OWNER

\
N
B it e i R S < <5

HNG O1L COMPANY

W. F. Roden, President

2
o
~<

DATE:'% > ‘z;?; /@73%91(

_ ADDRESS: P, 0. Box 767 -
- T Midland, Texas 79701

WORKING |NTEREST OWNERS

ATTEST

BY: -

DATE: .

ADDRESS:

2925 -




THE STATE OF TEXAS i

COUNTY OF MIDLAND b
foregoing instrument was acknowledged before me fhis<=;i___day

, 1974, by W. F, RODEN, President of HNG OIL
COMPANY, on behalf of sald corporation.

G 7 |

Notary Public infand for Midland Counfy,

Texas  ~LiERYL A. LEA—Notary Pubkic
IN AND FOR MIDLAND COUNTY, TEXAS

My Commission Expires:

June 1, 1975
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EXHIBIT “A" |
DOGIE DRAW UNIT AREA ) | ' |
T-26-E, R-36-E '
Lea County, New Mexico
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Federal Land , 4,442.16 86.724
State Land ’ ) 640.00 12,495
Patented Land . 40.00 .781
: , 5,122,16 100.000
Federal Land .
State Land @ Denotes tract number on Exhibit "B"

§' Patented land




EXHIBIT. "B
DOGIE DRAW UNIT AREA _ .
Lea County, New Mexico

. DESCRIPTION OF NUMBER OF ~ BAS.C_ROYALTY - OVERRIDING ROYALTY WORKING |NTEREST
TRACT NO. LAND ACRES _OWNERSHIF PERCENTAGE  LESSEE_OF RECORD AND PERCENTAGE AND_PERCENTAGE
! Sec. 5: NE/4 SW/4 40.00 NM-510 : USA . All - 12.5  Exxon Company  Betty Heiskell: 3% Exxon: Al
: 9-30-76 | . _ | _
2 Sec. 5: N/2 & NW/4 Sw/4. 360.00 NM-6726 ©_ USA AIl = 12,5  Exxon Company ;o:mT_mm Bussell,et’
6=30~78 . . ‘ o - ux;Mavis Bussell: "1% Exxon: All
. V Central Southwes™
) s = . 0il Corporation: 4%
3 Sec. 5: SE/4 SW/4 & SE/4  200.00  NM-6727 USA  AIl - 12.5  ‘Exxon Company A. Tishman, et ux, Exxon: All
b 6-30~78 4 o Margaret W.Tishman:
Production Payment
of $750/acre out
of: 5%
4  Sec. 8: NW/4, N/2 SwW/4, 600.00 NM-7827 . USA All = 12.5  Exxon Company Total of 5% owned Exxon: Al
: SE/4 SW/4 9-30-78 as follows:
Sec. 9: N/2 John R. Less: 1.875
Harry 8. Heutel  0.625
z Robert E. Landreth2,500
5 Sec. 8: SE/4 SE/4 80,00 NM-17249 ~ USA All - 12.5  BTA Oll Producers  T.M.Thomas,et ux, BTA - All
Sec. 9: NE/4 SE/4 . 12-31-82 ; , . Josephine Thomas:
_ W > - . o Production Payment
. : , | of $750/acre out
o , : . ‘ _ of: 5%
6 Sec. 6: Lots 1,2,3,4, 1,921.69 NM- 18644 USA  All = 12,5  HNG 011 Company V.J.Wilson, et ux,  HNG - All
SE/4 SE/4 M 6=-30-83 : : , . Mariiyn Wilson: L%
Sec. 7: ‘Lot 4, SE/4 NE/4 | R. Gene Brazel 1%
, Sec. 8: NE/4, N/2 SE/4,SW/4 SE/4 |
Sec. 9: SW/4, W/2 SE/4 !
Sec. 17: $/2 N/2, $/2 “
Sec. 18: M

Lots 1,2,3,4,E/2 W/2, E/2
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SERIAL NO. & EXP.

DESCRIPTION OF NUMBER OF ° DATE ‘OF LEASES BASIC ROYALTY - ; _ OVERRIDING ROYALTY WORKING INTEREST
TRACT NO. LAND . - ACRES (New_Mexico Serials) = " OWNERSHIP PERCENTAGS LESSEE OF RECORD - AND _PERCENTAGE AND "PERCENTAGE
7 Sec. 6: NE/4, E/2 W/2, 1,000.47 . NM=-18645 _ . USA . All - 12,5 BTA Qi l: Producers rasch, et ux, BTA- Al
_, NE/4 SE/4, W/2.SE/4 6~30-83 ., _ Constance J.
Sec. 7: lots 1,2,3,NE/4 _ Frasch: 2.5%
NE/4, W/2 €/2,E/2 _ ; ) ' C.E.Strange, et
; W/2, E/2 SE/4 , ERE - ux, Sherrie R. ”
, , : . Strange: 2.5% :
8  Sec. 17: NW/4 NW/4 40,00 NM -0554264 USA AL - 2, Exxon Company -J.Hiram Moore,et ' Exxon =~ Al
| 6~30-74 S ! o - ux, Betty Myre  2.5%
: , ¥ : Sams Qil Corp. 2.5%
9 Sec. 5: SW/4 SW/4 V 40.00 NM-0559812 USA Al = 1235 Exxon- Company Alfred D. Heeley, Exxon - All
© 4=30-76 . : : et ux,L. Jane
Heeley: 3%
10 Sec. 8: SW/4 Sw/4 ~40,00 NM-0559813 © . USA All = 12,5 Exxon Company Lucy ‘M. English, Exxon - All
v 4-30-76 4 “ et vir, Lawrence
, English: 10% of 5%
Heirs and Devisees of
‘Ernest A.Hanson; and
" Beulah Irene Hanson
: S _ i , : ) 90% of 5%
Il Sec. 17: N/2 NE/4, 120,00 NM-0560259 USA All - 12,5 = BTA Oil Producers .Jack J.Grynberg,et BTA - All
NE74 NW/4 ‘ e GLBORTE o °n AP T a2 BIAMYE Froducer csTeete 6,
, , , o - Gryaberg: 3.125%

Albert Barnes Zink,
et ux, Helen

Zink: 3.125%
) Il Federal Tracts containing 4,442,16 acres, or mm.umua.cﬁ Unit Area
12 Sec. 16: N/2 320.00 L-6453=1 , State  All - 12.5 4 = Mary Ralph Lowe None -M.Ralph Lowe, Inc.: 50%
. _ . 8-1-8l o ’Trust No. 3 Erma Lowe: 25%
: ‘ 1 - Estate of Ralph Est.Ralph Lowe: 25%

Lowe, Dec'd.
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DESCRIPTION OF - NUMBER OF = DATE o BASIC ROYALTY 4 OVERRIDING ROYALTY  WORKING INTEREST
TRACT NO. LAND ACRES ___ (New znx—oo Serilals) : OWNERSHIP PERCENTAGE . LESSEE. OF. RECORD - AND PERCENTAGE AND PERCENTAGE
13 Sec. 16: S/2 : 320.00 rcmqura; : State ALl = 12,5 % «azmw< xw;nc;rosm None M.Ralph Lowe,inc.: 50%
SRR B e -1 o , ~Trust No. 3 : Erma Lowe: 25%
: S - % - Estate of Ralph Est.Ralph Lowe: 25%
' Lowe, Dec'd.
2 State Tracts containing 640,00 acres, or 12.495% of Unit Area
14 Sec. 9: SE/4 SE/4 . 40,00  Patented _o.I.rmzmm. et ~ FING OW__oosumJ( - None HNG: 12.50%"
: |-14-79,6t seq. ux,M.P.Lewis: 1/8 - 18,75 “ o
Jewel | wonx,jms‘ ] Exxon Company None Exxon: 69.40%
et al:  '583/840 - 18,75 I
Cities ww1<aoow+\m - Unleased Lnieased None Cities Service: 16.67%
Western Reserves , None Western Reserves: |.43%

1/70 - Unleased Unleased

| Patented Tract containing 40.00 acres, or 0.781% of Unit Area

TOTAL: 14 qwon+m containing 5,122.16 acres in entire Unit Area.




RAFIFICATION

KNOW ALL MEN BY THESE PRESENTS, -THAT:

WHEREAS, - certain  instruments em:itlegijz mJ.IT,AGREEVIENI‘_ FOR ‘THE

DEVELOPMENT AND OPERATION OF ‘THE DOGIE DRAW UNIT, LEA COUNTY, NEW MEXICO,
and UNIT OPERATING AGREEMENT, DOGIE DRAW UNIT, LEA COUNTY, NEW MEXIQ0,
have been executed as of the 1st day of March, 1974, by various persons
conducting operations with respect to the DOGIE DRAW UNIT AREA located in
,Leg County, New Mexico, as more particularly described in said agreement;
WHEREAS, the Unit Agreement, by Exhibit A", shows on a map the -
boundary lines of the Unit Area and the Tracts therein and, by Exhibit "B"
describes each tract within the Unit Area; and

. WHEREAS, "the Unit Agreement and Unit Operating Agreement each
provides that a person may become a party theréto by signing the original
of ‘said inStrument, a counterpirt thereof, or other instriment agréeing
to be bound by the provisions thereof; and

’ WHEREAS,_" the undersigned '-(yugigeﬂler one ‘br more) 1§ or claims to
be, the owner of -a royalty, overriding royalty and/or working interest in
one or more of the Tracts described in Exhibit "B" of the Unit Agreement.

NOW, THEREFORE, ghe_mders igned (whéther one or mo

in considerat 2 i

and .the benefits anticipated to-ac

under each agre es hereby agree to"becom
and to be boind by the provisions of, the said Unit Apreement and also

the said Unit Operating Agreement, if the undersigned is a Working Inter-
est Owner, and the undersigned does hereby agree:that the parties to said
agreements are those persons signing 'the originals of said instruments,
counterparts thereof, or other instruments agrecing to be boimd by the
provisions thereof.. The undersigned ‘does also hereby acknowledge receipt

of a true copy of the said Unit Agreement, and also the said Unit Operating

Agreement, if the undersigned is a Working Interest Owner.

_IN WI'TNESS WHEREOF, the undersigned has executed this instrument
on the date set forth below opposite the undersigned's signature.

EXXON CORPORATION Y
o o

DATE : 5-13-7h BY:

ADDRESS: Past j(l:ffjce Rox 16(]0
_Midland, Texas 79701

THE STATE OF TEXAS X
COUNTY OF  MIDLAND I

The foregoing instrument was acknowledged before me this 13th day

of May __, 1974, by _R. A. BRAY » ,
as Agent and Attorney-in-Fact of Exxon Corporation ,
a Delaware corporation, on behalf of said corporation.

My Commission Expires: Q% Q %
LENA P. JEHLE, NOTARY PUBLIC IN AND FOR ; tary lic in and for

IYHE COUNTY OF MIDLAND, STATE OF TEXA -
www County . Tgxas

. : . : | ) : T



RATIFICATION
KNOW ALL MEN BY THESE PRESENTS, THAT:

> % WHEREAS, - certain instruments entitled UNIT AGIU‘E\ENT FOR THE
DEVELOPMENT AND OPERATION OF THE DOGIE DRAW UNIT, LEA COUNTY, NEW l‘iBXI(I)

_and UNIT OPERATING AGREEMENT, DOGIE DRAW UNIT, LEA COUNTY, NEW MEXIC0,
have been exccuted as of the 1st day of Harcn, 1974, by various persons
conducting operations with respect to the DOGIE- DRAW UNIT AREA located in
Lez County, New Mexu:o as more particularly described in said agreement;
an

M{EREAS “the Unit Agreement, by Exhibit "A", shows on a map the
boundary lines of the Unit Area and the Tracts therein and, by Exhibit irpr
describes each tract within the Unit Area; and

WHEREAS, the Unit Agreement and‘ Unit Operatmg Agreenment each
prondes that 'a person may become. a party thereto by signing the ongmal
of said instrument, a counterpart thereof, or other instnment agreeing
to be bound by the prov151ons thereof; and ,

WHEREAS," the undersigned (whether one or more) is, or clauns to
be, the owner of a royalty, overrldmg royalty ‘and/or workmg interest in
one or more of the ‘l‘racts described in Exhibit “B" of: the Umt Agreement.,

. Now, THEREFORE the. unders1gned (wh ther one

* the said Unit Operatlng Agreement, 1f the under51gned is a Working Inter-
est Owner, and the under51gned does hereby agree that the parties to said
agreements are those persons: 51gn1ng the- or1g1nals of 5aid instruments,
counterparts thereof, or othei instrumeiits dgreeing to be bound by the
provisions thereof, "The under51gqed does also hereby acknowlédge recéipt
of a true copy of the said Unit “Agreement, ‘and also the said-Unit Operatmg
Agreement, if the undersigned is a Working Interest Owner.

: - IN WITNESS WHEREOF the unders:Lg:ned has executed this instrument
on the date set forth below opp051te the undersigned’'s 51gnature. '

B‘Iﬁ L P‘R‘OQ‘U”’Ci)ivﬂs

77
/

Barry Beal, PartRET—

DATE : May 24, 1974 . BY.

ADDRESS: 104 South Pecos

Midland, Texas 79701

THE STATE OF  TEXAS ¥
COUNTY OF MIDLAND ¥
The foregoing instrument was acknowledged before me ‘this day
of - , 1974, by Barry Beal » ,
! as Partner _ of BTA OIL PRODUCERS, a Partnership
COMpOSEd G Cariton Beal, Carlton Beal, dr. and Barry Beal.
- GOTPOration y -on- behalf-of -caid-corperation.

A

My Commission Expires:

(-r-75




RATIFICATION

e > et

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS,- certain instruments entitled UNIT AGRI‘mENI‘ FOR THE
DEVELOPMENT ' AND OPERAT ION OF THE DOGIE DRAW UNIT LEA COUNTY, NEW MEXICO,
and UNIT OPERATING AGREEMENT, DOGIE DRAW UNIT, LEA COUNTY,, NLW MEXIQ0,
have been executed as of the 1st day of Harcn , 1974, by various persons
conducting operations with respect to the DOGIE DRAW UNIT: AREA located in
Leg County, New Mexico, as more partiaularly’described in'said’ agreement'
an

WHEREAS, the Unit Agreement, by Exhibit "A" . shows on a map the
boundary lines of the Unit Area and the Tracts therein and, by Exhibit "‘B"
describes each tract within the Unit Area; and

WHEREAS tne Unit Agreement and Un1t Operatmg Aglj_eenent each
provides that a person may become a party théreto by signing the or1g1na1 |
- of said instrument, a counterpart thereof, or other instrument agreeing ;

to be bound by the provisions thercof; and

h’HEREAS the undersigned (whether one or more) 1s, or. clalms to 4
_ be, the owner of a royalty, overriding royalty and/or worklng interest in : .
.-~ one or more of the Tracts described in Exh1b1t "B of the Un1t Agreement

and to be bound by the prov151uns of the said Unit Agreement and also
the said Unit Operating Agreement, if the undersigned is a Norkmg Inter-
est O.mer , and the unders1gned does hereby agree that .the. partles to said

ng ‘ : )
,prov151ons thereof ~The: unde"’ 1"ed doés also hereby acknowledge recelpt
of a true copy ‘of the said Unit Agreement, and also the sa1d Unit Operating
Agreement, if the under51gned is ‘a Working Interest Owner

o L IN WI'INESS WHEREOF the under51gned has executed thls ‘ins trument

on the date set: forth: below opposite the unders1gned's 31gnature. ‘
" ' EXECUTED by Erma Lowe,
Ind1v1dua11y and for Ralph Lowe Estate
as Independent Executrix and sole and..
oniy réemaining legal representative of
said estate, e

DATE: ~ May 24, 1974 BY :

Attest: Ul Z‘Zﬂ Z ADDRESS: P, O, Box 125 _
| Secreta.ry ph Towe, Inc. Johnson City, Texas 78636
THE STATE OF TEXAS X
COUNTY OF BLANCO I
The foregoing instrument was acknowledged before me this __2__4521__ day
of - May , 1974, by Mary Ralph Lowe ,
as __ President of .
-a Texas corporationg on behalf of said corporations.

My Commission Expires: ﬁzz -jé/u/@4

Notaﬁ Publi¢Zin and for /Blanco
6/1/15 County, Texas
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THE STATE OF TEXAS)
COUNTY OF BLANCO )

s

BEFORE ME, the undersigned authority, on th1s day persona.lly _

appeared ERMA I.OWE known to me to be the person whose name is
subscribed to the foregoing instrument and acknowledged to me that she

executed the same for the purposes and considerations therein expressed
and in the capacltles therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the 24th
day of May, A. D. 1974.

]Blanco Connty, Texa.s

&




P.O. aox 1140
SANTA FE, NEW MEXICO E

ALEX J. ARMIJO June §, 19M

COMMISSIONER
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DATE OCC CASE NO.
_APPROVED __ OCC ORDER NO

5179
R=4L7%..

COMMISSIONER : :
6-6-74 March 26, 1974

UNIT AREA

TOWNSHIP 26 SOUTH. RANGE 36

Sections 5 through 9: All
Sections 16 through 18: All

L Coe mw.mw mﬂ\
. /
~TOTAL SEGREGATION
ACREAGE STATE _ FEDERAL BNDEAN-FEE CLAUSE TERM
5,122,16 640,00 %,462,16 40.00 Yes 5 yrs.
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-Gounty

STATE
TRACT NO.

LEASE
zo.

INSTI- B z

| " RATIFIED
TUTION SEC. TWP. RGE. SUBSECTION '

DATE .~ ACRES

ACREAGE
NOT

LESSEE

12

13

1-6453-1 320.00

C.8. 16 25 36 o N2 | f24-T4

1-6731-1  C.5. 16 265 36E o g 52474 320.00

- RATIFIED

Mary Ralph Lowe-Trust No.
3 and Estate of Ralph Lowc
Dec'd. L

zbn% Ralph Lowe-Trust No.
"3 and Estate of Ralph
Lowe, Dec'd,

P
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: L R TRUJILLO

OIL CONSERVATION COMMISSION CHMAIRMAN
: LANL COMMISSIONER

STATE OF NEW MEXICO ALEX J. ARMUO

P. 0. BOX 2088 - SANTA FE MEMBER

$7s01 STATE GEOLOGIST

A.L.PORTER, JR.
_ SECRETARY ~ DIRECTOR

March 26, 1974
” Re: CASE NO. - S379
Mr. James T. Jennings ‘ORDER NO. R-47%4

Jennings, Christy &Copple
Attorneys at Law

Post Office Box 1180 | _
Roswell, New Mexico 88201 . HWG Oil Company

Applicant:

Dear Sir:

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

‘Very truly yours,

(A Z@m 79 Q
e / 7 4

A. L. PORTER, Jr.

Secrstary-Director

ALP/ir

»Copy of order also sent to:

Hobbs OCC X
Artesia 0OCC
Agztec OCC ]

Other - vmi: Division - State Land Office Building

niaave by oA AN SR T




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY TBE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR

THE PURPOSE OF CONSIDERING:

"CASE NO. 5179
Order No. R-47S4
APPLICATION OF HNG OIL COMPANY
FOR APPROVAL OF THE DOGIE DRAW

URIT AGREEMENT, LEA COUNTY,
NEW MEXICO.

ORDER OF THB COMMISSION

BY THE COHHISSIOR.

This cause came on for hearing at 9 a.m. on March 13, 1974,
at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this _ ¢ty day of March, 1974, the Co-nilnion,»»

a guorum being present, having considered. the testilony,;

record, and the recommendations of the Examiner, and being
fully advised in the premises,

PINDS: o

(1)  That. due public notice having been given as requixed
by law, the Commission has jurisdiction of this cause and the
aubject aatter thereof. ,

(2) That the applicant, HNG 0il Company, seeks approval
of the Dogie Draw Unit Agreement covering 5,122.16 acres, more

or less, of State, Pederal, and Fee lands deucribed as tollouz

: LEA COUNTY, NEW MEXICO
TOWNSHIP 26 SOUTH, RANGE 36 EAST, NMPM

Sections 5 through 9: All
Sections 16 through,lﬂ: All

~ (3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit area.

IT IS THEREFORE ORDERED:

{1) That the Dogie Draw Unit Agreement is hereby approved.

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation
which is now, or may hereafter be, vested in the Commission to




-2
CASE NO. 5179
Order No. R-4754

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

(3) That the -tnit oOperator shall file with the Commission
an executed original or executed counterpart of the unit agree-
ment within 30 dQays after the effactive date thereof; that in
the event of subsequent joinder by any party or expansion or
contraction of the unit area, the unit operator shall file
with the Commission within 30 days thereafter counterparts of
the unit agreement reflecting the subscription of those interests
having joined or ratified.

(4) That this order shall become effectiva upon the approval
of said unit agreement by the Comnissioner of Public Lands for
the State of New Mexico and the Director of the United States
Geological Survey; that this order shall. terminate ipso facto
upon the termination of said unit agreement; and that the last
unit operxrator shall notify the Commission immediately in
writing of such termination.

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

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated. <

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

I./R. TRUJILLO, Chairman

LY

p e
A. L. PORTER, JR., Mamber Secretary

SEAL

ix/
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| » crsENO. 5179
UNIT AGREEMENT
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'~ and Hefein'ré%éffed'¥éré;@?hei"pakfies'héfe+6".

UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERAT 10N
| OF THE
. DOGIE DRAW UNIT AREA
COUNTY OF LEA
STATE OF NEW MEXICO

NO.

THIS AGREEMENT cntered info as of the _lst_day of March ,

1974, by and between The‘paffies-subscribing, ratifying or conséﬁffhg hereto,

WiTNESSETH:

WHEREAS, the parties hereto are the owhers of QOrking, royalty, or
other oll and gas ihferesfs-in>+he-un‘+ areayéubjécf fo This_agreemedf; and

WHEREAS, the Mineral Leasing Act of”FeBruar_y 25, 1920, 41 Stat. 437, as
amendéd,iSO'U.SlC;‘Sécs. 181 et seq., authorizes F%dé?%l lessees and thelr
répresenfafiVes fb*ﬁﬁffé with eabh‘bfﬁef, or joiatly or sepéfdfeiy with
others, in collectively adopting and operating a cooperative or unit plan
of developménf'pr operations of any oil or gas pobl, field?‘or like area, or
any part thereof for the pﬁfﬁose*of‘morevpfobéf1y éonserViﬁg;fhe natural |
resources thereof whenever determined and certified by the éécrefary of
The‘1h+érior to be necessary or advisable in fhé‘pUbiic interest; and

WHEREAS, the Commissioner of Public Lands o»f..f”rhe' State of New Mexico

PR SOMQU IR SORY" I PRIy N N
UUILIRA 110U vy all Ny

ot “ihe Legisiaiire (Sec. 7-11-39 N.M. Statutes 1955

Annotated) to consent to or approve this égreemenf‘on béhélf of the Sféfe

of New Mexico, insofar as it covers and includes lands and mineral interésts

of the State of New Mexico; and
WHEREAS, the 0il Conservation Commission of the Stal. of New Mexico is

authorized by an Act of the Legistature (Article 3;'Chapfer 65, Vol. 9,

Part 2, 1953 Statutes) to approve this agfeemenf and the conservation provisions

hereof; and
WHEREAS, the parties hereto hold sufficient interests in the Dogie
Draw Unit Area covering the land hereinafier described fo give reasdnably

effective control of operafionslfherein; and

e K
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.WNERGASL It Is the purpose of the parflos horoto to conserve natural
resources, prevont waste, and socuro othor benefits obfalnablo through
dovelopment and operalion of tho arca subjecf o this agrecmont undor the
torms, conditlons and Iimitations horoin set forth;

NOW, THEREFORE, In consideration of fbe premises and ‘the prbmlses hereln

contained, the parties hereto commit to this agreement thelr respective

interests in the below-dofined unit area,” and agree sevérally among them—

selves as .follows: _
. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February
25, 1920, as amended, supra,rand all valld pertinent regulations, including
operating and unit plan regufafions, heretofore {ssued‘fhereunder or valfd,
pertinent and reasonable reculations hereafter issued Thereunder are accepted
and made a parf‘of this agreement as tfo Federé['lanas, proyfdedréﬁeh"regﬁle¥“'

tions are not inconsistent with the terms of this agreement; and as to non-

_ﬁeaeral:lénds, the bilﬂenﬂ‘gas“oﬁeraang reQUIaTTQns In*éffeef aé:df the

effective date herecf governing drilling and prodicing operaf?ons; nof:}n—
consiefenf with the terms hereof'or the Iaws of the State of which'%he non-
Federal land is located, are hereby accep.ed and made a part of fh s agreemenf.

2. UNIT AREA The area specufled on fhe map~af+ached herefo marked
Exhibit "A" is hereby designated and recognized as consfi+ufing‘+he unit area,
confainfng 5,122.16 acres, more or'fess.

Exhlbaf "A" shows, in addition to the boundary of the unlf area, fhe

L

'boundaries and 1den+|+y of tracts and Ieases in said area To The exfenf known

to the Unit Operauorf Exh1b|T "g" attached hereto is a schedule.showung to
the exfenf‘known to the Unit Operator the acreage, percentage, and kind of
ownership of 6il and gas interests in all ‘fand in fhe’bniT’area; However,
nothing herein or in said schedule or map shall be construed as a representa-
tion by any party hereto as fo the ownership of any interest other than such
interest or inierests 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, here|naf+er referred to as “Supervisor", or

 when requesfed by the Commissioner of Pudblic Lands of the State of New Mexico,
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hareinafter reforved to as “Cowmissionor", and not less than five coples
of the revised éxhibifs shall be filed with the Supervl;or, and two coples
thereof shall be filed with tho Commissioner, and one copy with.Tho New
Mexico Oil Conservatidn Commission, hereinaftor roferred to as "Commission",
Tho above-described unit arca shall when practicable be expanded to
includo thereln any additional lands or shall be contracted ‘1o exclude lands
whehever such expansion or contraction is deemed to be necessary or advis-
able to conform wifﬁ the purposes of this agreement. Such expansion or
confragfion shal | bé effected in ‘the followfng manners: » |
(a) Unit Operator, on its own motion or on demand of the Director

wand of the Commissioner, after preliminary concurrence by Thé*D?reCfor

and the Commissioner, shall prepare a notice of proposed expansion or con-=_

traction describing the contemplated changes in the boundaries»df the unit
area, the reSééﬁS-{hefefor, ahdvfhe‘bropoéedVéffééf1ve date }heréﬁf;fbrge,.
fefably“fhe first day of a month sdbsequenf’?o'fhe‘défe’of}ﬁéfTCe;

(b}  Said notice shall be deliveréd fo ‘the Sﬁpervigor;'}he Commi ssioner
and the Cémmission aﬁd copies thereof mailed'fo the last known address of’
éach’Workiﬁg interest owﬁér,‘léssee, and lessor WHése ihféfeéfs ére'affécféq,
advisingy%haf 30:days will be allowed for submissidq to the ﬁnif Operafér of
any objections. ‘ ‘

. (c) Upon expiration of the 30-day ﬁériod provided id fhe‘preéédiﬁg
ien (b) hereof, Uni¥ Operator shall file with the Supervisor, the Commis-
slonar Bnd the CommiSSion’eVideﬁce of mailing of thé notice of expansion
or con%?aéfidn’ahd a copy of any objections fheréfo wﬁich haQe Begn'fiied.
with +hé“Uhif16peraf6h,‘Tégefher with an application in sufficient aumber,
for approval of such expansion or contraction and with appropriate joinders.

(d) After due consideration of all pertinent informafidn, the expansion
or contraction shall, upon approval by the Supérvison, the Commissioner and
the Commission, become éffecfive as of the date prescribad in the notice
thereof.

(e) All legal subdivisions of lands (i.e., 40 acres by Government

survey or its nearest lot or tract equivalent; in instances of irregular

-3 -
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surveys unusually large lots or ltracts shall be considered in nultiplos

of 40 acres or tho nearest aliquot equivalont thereof), no parts of which

“are entitled to be 1 a participating arca on or before the fifth anntver-

sary of the offective date of tho first tnitial partlclpafihg area estab-

lished under this unit agrecment, shall be eliminated automatically frcm

this agreement, etfective as of said fifth anniversary, and such lands shall

no longer bé a part of “the unit ared and shall no longer be subject to this
agreemenf, unless diligent dhik!ihg operations are in progress on unitized
lands not gﬁfifled»fb pérficipafion on said fifth annfversary, in which event
all such lands shall rema{ﬁ subject hereto sé“lbng as such dril]fng opéra-
tions are continued ailigenfly with not more Thén,90 days' time elapsing
be?weén‘fhe compléfibn’of one well and the commencment of the next well.

All legal subdivisions of 1ands not éntitled to be Tn a participating area

Within 10 years affer the effective date of the first initial participating

 area approved under this ‘agreement shall be autematically eliminated from -

this agreement as of said tenth annivérsary. All landsipkoved productive
by diI}genf‘driliiﬁg‘operéTiohé affeé the ‘aforesaid 5-year period ‘shall.
become parfiéipafing in’fhé same manner as duriﬁg said 5~year beriod. How~ -
ever, when'such'difigenf:d}ffifhg‘bpéréfidhs cease, all‘néhéaﬁ%fcipéf%h§‘>’
lands shallvbe aufoﬁafiéélly eliminaféd effective as of the 9Ist day there- .
after. The Unit Opsrator shall, within 90 days after the effective date of
any elimination hereunder, 'describe the area so’éfih?néfedsfoﬁfhé saffoéc-
tion 6f;+hé Supéf§}$or and Théldbﬁmi53ioﬁer,Véhé-ﬁfomﬁfiy*ﬁdfifyvéll péffies
in in+éresf. | | -

[ conditions warradT exfehsioh.of‘Thé 10-year period specified in
this subsection 2(e), a>SIﬁg!e:exfen§ion of not o exceed 2 years may be
accomplished by consent of ‘the owners of 90% of the working interests In the
current nonparticipating unitized lands and the owners of 60% of the basic
royalty interests (exclusive of the basic royaffy interests of the United
States) in nonparticipating unitized lands 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 expirafiqn of said ten-year

period.




| Any expansion of the unit area pursuant to this section which cmbraces

2 lands therctofore climinated pursvant to this subsection 2(e) shall not be
3 considered automatic comnitment or rocomﬁi+menf of such lands.
4 3, UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to thls
75 ~ agrecrent shall constitute land reforred to herein as “uni%ized land" or
6 "land subject to this agrecment". All oll and gas In any and all formations
7 of the unitized land are unitized under the torms of this aéreemenT and hereln
8 are called ™unitized subéfancesf.
9 4. UNIT OPERATOR. = HNG Oil Cohpany'is hereby designated as Unit-
10 Operator and by signature hereto as Unit Operator agrees and coasents to
1 accept tho duties and obligations of Unit Operafor-fOr the discovery,
12 4deve|obmén+Aaﬁg producfldn'bf unitized suBsTéhces as heréfn providéd.'When-'
13 ever reference is made heréin to the Unit Operator, such referénce means
14 the Unit Operator acting in that capacify and not as-an owner of interest
}S in?uhi¥iied‘sub$?ancés,,and the term “workihg inféféST'éwhe}" Qhen‘gsed
I6i he}ein §haTl include or-refér to Unit Operator as Thé owner of a workfng
17 interest when such an interest is owhedbby"ifﬂ .
18 5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shali
9 have fhé fighf to resign at any time prior to the establishment of a
20‘ participating area or areas hereunder,‘buf such resignation shall not
21 become effec%fve so as io rélease'uﬁff70pera+6f from the duties and obliga-
22 . “tions of Unit Operator and %ermiﬁafe Unifﬂéﬁé}afbr's>ffgh?s aéﬂsuch:fof a
23 period of 6 months affer notice of intention fo r'e';iéri ‘has been served by
24 Unit Operator on all working interest owners and fhé_SﬁpeF@isOr}'fhe
25 Commissioner and the Commission, and until all wells then drilled here-
26 under are placed in a satisfactory condition for sUspéhsién or abandonment
27 whichever is required by the Supervisor as to Federal lands and by the C§m-
28 missioner 3s to State and privately owned fands, urless a new Unit Operator
‘- 29 shall have beenfseleéfed and approved and shall have taken over and assumed
? 30 the duties and obligations of Unit Operator prior to the expiraffon of said
; 31 period. |
i; 32 Unit Operator shall have the right to resign in |ike manner and subject
% 33 to like limitations as above provided at any time a participating area




19
20
21

22

23

24
25
26

27

29
30
31
32

established hereundor is in exisfénce, but, 1n all instances of resignation
or removal, untl] a successor Unit Operarbf Is selected and approved as
hercinafter provided, the working Intercst owners Shall be jointly responsl-
ble for performance of “the duties of Unit Operator, and shall, not later
+han 30 days before such reéignafion or removal beco&es effecfive, appoint

a common agent to represent them-in any action to be taken hefeunder.

The ‘rcf‘signaffon of Unit Operator shall not release Unit Operafor‘f':fam“
any llability for any default by it hercunder occurring prior to the effec-
tive date of its resignation.

The Unit Opérafor‘may, upon dofault on failure in the performance of
its duties éf obligafions héreunder; be subjecf to removal by the same
percentage vote of the owtors of workiﬁg'ihferésfs.atheréfn provided'fo;
the SeleCTién’éf'a hew Unif Opé;afor. Sucﬁ removal shal] be effective
upon notice thereof to the Supervisor and the Commissioner,

The re§i§ﬁé?}6h or removal of Unit Opérator dﬁder fhis_agféeménfishéii

not +erminafe its right, title or interest as the owner of a working inter-

" est or other interest in unitized substances, but upon the resignation or

removal of Unit Operator becoming effective, such Unit Operator shall
deliver possession of all wells, equipment, materials and appurtenances used.

in conducting the unit operations to the new duly qualified successor Unit

‘Operator or:Td the common agent, if no such neg Uﬁif Qpe?afOr is élééféd,

to be used for the purpoge of cdnduéTfﬁg'Gﬁ%f_operafions hereunder . Ndfhiﬁg
héégfﬁ'shaﬁi Bé\ébhsfrued‘as aufhorithg fééévéf:6f'éﬁy-ﬁgfék}éi:eégbihﬁéﬁ¥y
and appuffeaances needed for ‘the preserva%}on’of any welis.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Opsrator shall tender
his or its resignation as Unit Operator or shall be removed as here inabove
provided, or a cﬁange of Uﬁif Operator is negotiated by working interest
owners, the owners of the working inferesfé inifhe parficipafingrarea‘or
areas according to their respective acreage interests in such participating
area or areas, or, until a parficipafing area shail have been established,
The owners(éffgﬁé'working interests according to their respective acreage
interests in all unitized tand, shall by majority vote select a succéss§r :

Unit Operator: Provided, That, if a majority but less than 75 per cent of




i the working interests quatified 1o vole are owned by ono ﬁSrfyyfo this -

2 agreemont, a concurring volo of ono o more additional working interost
-3 ownors‘shall be roquired to select a new operator. Such salection shall

4 not bocome of fective until

5 {a) a Unit Operalor so soloctod shall accept In writing the dutles

6 and responsibilifties of Unit Operator, and ‘

7 » (b) the selection shall quo been approved by the Subervisor and

3 . the Commissloner.

9 : I£ no successor Unit Oporator is selected aAd quaiified as hercin

10 - provided, ‘the Direcfor‘and‘Commissiéﬁer at thelr eléction may declire )

| . this unit agreement ferhfnafed.

12 | | 7. ACCOUNTING‘PROVISIONS AND UNIT OPERATING AGREEMENT. If the

13 1UniTZOpéra+Or is not the sole owner-of working interest, costs and expenses

14 incurred by Unit Operator in condﬁéfing unit Opérafioné hereunder §héll'be ‘A

5 paid‘aﬁd'appprfioned among and borne by the owners of working ‘intérests,
16~ call in accordance with the agreement or.égreemenTS'eh+éred into by and 5
A7 “between the Unit Operator and the owners of working inTerest,vwhéfher one

lé. or more, separately or collectively. Any agreement or agreements entered

19 into between the working interest owners and the Unit Operator as provided

20 . in Tﬁis section, whether one or more, are herein referred to as the "unit

2l operating agreemenf“t’ SuchAuni+ oPérafing agreement shall also pﬁbvide

22 “the manner in which the working interest owners shal | be entitled fo'recéfvé

“T23 thelr respective propcr?icnafc'3nd~a!lccaf¢d shar*‘of“The”béanif%‘accﬁﬁ?ﬁ§‘  *%

24 hereto in conformity with their underlying operating agreements, leases or f
‘25 other independent contracts, and such other righfs and oblfgafions as be- : g
26 tween Unif‘OperéTor and the workihg interest owners as may be agreed upon %
27 by Unit Operator and the working intéerest owners; however, no such unit | %
28 operating agreement shall be deemed either to modify any of the terms and ~%
29 conditions of this unit agreement or to relieve the Unit Operator of any -g
30 v right or obligafion established under this unit agreement, and in case of any ?
31 inconsistency or conflict between this unit agreement ard the unit operating ;
32 agreement, this unit agreement shall govern. Three irue copies of any unit %
33 operating agreement executed pursuvant to fhi$ section should be filed with %
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the Supervisor and two truecoples with the meﬁlssloner and one true ccpy
with tho Commission, prior to approval of ‘this unit agrecment.

8. RIGITS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specifical ly provided herolé; the exclusive right, priviloege, and duty of
excrcising any and all rights of tho parties horeto which aro neccessary
or convenleni for prospecting for, producing, sforing, al locating, and
distributing the unitized substances are hereby delegated to and shall be
exercised By the Unit Operator as hecein provided. Acceptable evidence of
fi%1o to said righfs shall be deposited with said Unit Operator and, together
with this agreemenf;.éhall constitute and define the rights, priVi!eges, and
obligations of Unit Opefafor. Nothing herein, however, shall be construed
to fransfer title to aﬁy land or to_any lease 6r-operanng agreemeﬁf,vif
béing'undersfood that under Téis agreement Thé-UniT bperéfor;,in its capaclfy
as UniTVOperafor, shal | exércise the righfs of possession and use vested in
the parfieé hereto onIY%fSF-+He plrposes herein épecfffed;

9. DRILLING TO DISCOVERY. Within 6 months after the otfective date
hereof, the Unit Operator shafl begin 1o drill an adequa?e'%esf well at a
IoCafion*épproVed by fhe Supefvisdr, i'f on Federal land, or by the Commissiénef
if on STaTeAland;-ar by }hé Cémmissioﬁ'if'on tee 1and, Unlés§16n'§u¢H effeéfi?e
date a well is being drilled cOnformaﬁry‘Qifh the ferms'hereéf, and +hereaffér

continue such drilling diligently until the.Ellenburger formation has been tested

or until at a lesser depth unitized substances 'shall be dfscéVefeaywhiéh ¢an

be'produced in-paying quantitios (fo-wits qu§5¥?¥fe§7sﬁ¥%ieféh+'%dﬁFéBZ§f¥he
costs of drilfling, completing, and producing operations, Wifé’é reasonable
profif)VOrlfhe'Unif Operator shall at any time establish to the satisfaction

of +he ébpérVTsor if located on Federal la&ds, ér the Commis§i6nér if located
on State lands, or the Commission if Jocated on feé lands, that further ‘dritl-
ing of said well would be unwarranted or impracticable, provided, however,

that Unit Operator shallban in any event be required>to drill said well to

a depth in excess of 20,800 feéT. Until the discovery of a deposit of unitized
subs+aﬁces capable of being producéd in paying quantities, the Unit Operator
shall continue drilling one well at a time, allowing not more than 6 months

befwéen the completion of one well and the beginn]ng of the next well, until




(. a viell capable of producing unitized substances In paylng quantities

2 Is completed to the satisfaction of sald Suporvisor If on Fédoral land,
) 3 or the Commissioner if on State land, or tho Corimission if on fee tand,
4 or until it is reasonable provod that the unitized land is incapable of
5 producing unitizod substances in paying quantitlies in the formations drflléd‘
6 hercunder. Nofhfng (0] fhis_spcfion shall be decmed to 1imit the right of
7 the Unit Operator to resign as provided in Section 5 hercof, or as requir-
8 ing Unit Operator to commence or continue any drilling Huring;+he period
9 pending such resignation becoming effective in order Tp comply with the
10 'requiremenfs of-fhig section. The Supefvlsor and Commissioner mafﬁmodify
1 »+he drilling requirements of this section By grahfing reasonable extensions
12 . of time when, in their opinion, such action is warranted. Updn“féilﬂre ‘
fl) - o commence ahy welf brovided for in;fhfs section within-tha fime'alloﬁeab'
14 including any extension of time granted by ‘the Supervisor and Thg Com—
15 missioner, this agieement will automatically terminate; upon failure fo
}6 continue drilling diligently any well commenced hereunder, the Sﬁpervisor
17 and-Commissioner may, after [5.days notice to the Uni‘t Operé*éf,ﬁdeé!are
18 this unit agreement terminated. d ‘ 7 o
19 " 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Wn‘hln 6 months affer
éo complefioﬁ of a well capable of producing'unifized substances in paying
21 quaniities, fhe Udf%'OperéfOr shatl submit for the abpféVal of fﬁé_SUpeFjisor;
22 " and the Commissiener an accépfable‘piad"éf develdﬁméh¥ and>opéfé;%;ﬁ for ‘the i
) é}» 'uﬁffiZédhlahd‘whiéh; whén approved by the éuéervaBrrand the Comﬁisgionér, |
24 shall constitute the further drilling and operating obligaffdns éf the Unit
25 Operator under this agreement for the period specified therein. Thereaffer;
_ 26 . from time to time before the expifafién of any exféTfngfblah} the Unit OﬁéraTOF
27 shall submit for The épproval of the Supervisor and the Commissioner a pian
f 28 for "an a&dfffonal specified period for the develdpmenf and operation of Thé
:: 29 unitized land.
; 30 Any plan submitted pursuant to this section shall provide for the
3] explbrafién of the unitized area and for the diligent drilling necessary
32 for determination of the area or areas thereof capable of producing unitized
33 substances in paying quantities in each and every productive formation and
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shall be as completo and adequate as tho Supervisor, the Comnissioner

and Conmlission may dotermlao to bo necessary for rumoly dovelopmenf and

proper consorvation of the oil and gas resources of the uniflled area

and shall:
() specify ‘the numbor and ‘locations of any wells 1o bo drilled and
the proposed orcer and }Ime for such drilling; and
(b) to the extent practicable, specify the oporating practices regarded
s necessary and advisable for proper conservaflon of natural
resources.
Separate plans may be suemiffed fér;seearafe‘prodUCTEVe ;ohes; subject to
the approval of the Supervisor, fhe bommissloner and the Commisslon. -
| Plans shall be modified or supplemenfed when necessary to meet changed

conditions or to protect the lnferesfs ‘of all parties To Thls agreemenf.

" Reasonable di ligence shall bo exercnsed in complying with +he obligations

of the approved plan of developmenf. The Supervnsorvand Comm|551oner are

authorized to grant a reasonable exfensien of the 6-month period‘herefn
prescribed for submission of an iaifiaf blan of development where such‘
action is jusfified'BeCaese of unisual conditions or cichms?anEes.‘ After
cOmplefidﬁ hereuhder of a well'caéaele cf'prdducipg aey unitized sﬁbsfaﬁces
in paysng quan||f|es, no furfher wells, except such as may be necessary to
afford profecf:on agannsT opera*nons nof under this agreement and such as may
be specnflcally approved by the Supervusor and The Commissioner, shall be
dr: led excepf in accordance wi Tg a;eian of developnenf approved as hereln
provided. ;

I1. PARTICIPATION AFTER Dlscovéév;_ Upon completion of a well capable
of producing unitized substances {n anfng quantifies or as soon thereafter
as required by the Supervisor and Commissioner, the Unit Operator shall sub-
mif for approval by the SUpervfsor'and COmmissioner a schedule, based on
subdivisions of the public fand s&rvéy or aliquot parts thereof, of all land
then regarded as reasonably proved to be productive in paying quanfifies;
all lands in said schedule on appﬁoval of the Supervisor and Commissiones to
constitute a parficipafing area, effecféve as of the date of complefion of

such well or the effective date of this unit agreement, whichever is later.

-10-
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Tho ocreages of both Fedoral and non-federal lands shall be based upon
appropriate computallons from tho courses and distances shown on tho

last Approvod public land survey as of the effective date of cach initial
barficipafing arca, Sald schedulo shall also set forth the porcentage of
unitized substances to be allocated as herein provided to each tract in

the participoting areca so established, and shél[ govern the allocation

‘of producf?éh‘commencing with thoeffective date of the parfiéipafing,area.

A separate participating area shall be established for each separate pool

or deposit of unitized subsfénces or for any ‘group thereof which Is pro-
duced as a Singlé,pocl or zone, and any two or more pérfiCipaflhg*areés.

so established may be co&bihed into ore, on apprOvél'of Tﬁe Suparvisor

and Commissionor.. Wihen' production from two or mére parff&ipa+lng;area§,

so established, is subséquehfly found to be.from'a cbmmoﬁ pool or deposit
said parfieipafihg areas shall be combined info one effééfive as of such
éppropkiafe'défe;gs*mayjbe approved or"preScribed’by the SUbé?viSbr and
Commissioner. The participating arca or areas so es?aglished shall be revised
Trom time fo Tiﬁe, sdbjecf to like approval, to includezaddifional land then
regarded és reasonably proved Yo be productive in paying quantities or neces-
sar* for uniT'operanons, or to exclude land then regardad as reasonably
proved not to be producflVg in paying quantities and fhe:schedule of allo-

cation percentages shall be revised accordingly. The effective data of any

révision shall be the first day of the month in which is obtained the know- .

l;dge or iﬁféfﬁa{%bn on which sich revision is predicated, provided, however,
that a more approﬁriafe effective date may be uéed if justified by the Unit ‘
Operator and approved by the Supervisor and Commissioner. No laﬁd shall be
excluded from a parfiéiéafing area on account of depletion of the uniTi;ed
substances, except that any participating area established under the provisions
of this unit agreement shall terminate aufomafically whenever all completions
in the formation on which the participating area is based are abandoned.

It is the infent of this section that a participating area shall repre-
sent the area known or reasonably estimated to be‘producfive in paying quanti-
ties, but, regardless of any revision of the participating area, nothing herein

contained shall be construed as requiring any retroactive adjusiment for




2;

2z

23

24

25 .

26
27
28
29
30
31
32

33

production obtalned prior Yo tho offectivo date of the revislon of the
participating arca.

In The absence of.agroomen? at any time between the Unit Operator
and ‘the Supervisor and Commissioner as to the propor definiflon or rede-~
finition of a parficipafing area, or until a parficféhTThg area has, or
arecas haye, boonkesrablished as provided hercin, the borfion of all pay-
ments a;fécfed thereby shall>be impounded in a manner mﬁfua!ly acceptable
to the owners of w0rk{ﬁ§ interests and the Supervisor and Commi ssioner.
Royalties due the United States and the State of New Mekico, which shall -
be deféfmineg by the Supeivisér for Federal land a$d ¥he£COmmissiohér for
Sfafé land and the amount thereof shall be deposited, as directed by the
SUpérvisor-and Commiss foner respectively, to be held as unearnc¢d mongy
antil a bér+fcipaffng“area is finally approved and thén applied as earned
or returned in accordance with a determination of the sum die‘as Federal
and Sfa?e'rojéTTf‘dn fhe bdsTs of siich approved parficiﬁgfing area.

>Wheneveq it is determined, subject jo the appfoval of the Supervisor
as to wells drilted on Federa{ land and of the Commissiodrier as to wells
dritled on State land, that a well dirilled under this agreement is not
capable of production }n paying quadfifies and inclusion of the land on
which i+ is situated in a participating area is unwarranféd, production
from such well shall, for the purposes of sefflemenfiaméng”éilipafffes‘
other Thén Qorkjngrinfergsf oﬁners; be allocéfed *0 fhejlénd~oﬁ which the
well is located unless such land is already wifhin;fﬁe:pafficfbéfiﬁg area
established for the pool or deposit from which such pfddué%ibn is obtained.
Settlement for wohking interest benefits frém such a well shall be made as
provided in the unit 6perafing_agreemenf.

2. ALLOCATION OF PRODUCTION. All unitized substances produced from
each participating area establishad under this agreemen*)'excépf any part
thereof used In’cénformify wi?h)gQOd operafing‘pracT}ces Qifhln the ﬁnifizsd
area for drifling, operating, camp and other production or development pur-
poses, for repressuring or recycling in accordance with a:plan of development
approved by the Supervisor and Copmissioner, or unavoidably jost, shall be

deemed to be produced equally on an acreage basis from the several iracts

-12 -
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of unitlized land of the participating arca established for such production

and, for the purpose of dotermnining any benefits accruing under this agree-

ment, ‘cach such tract of unitized land shall have allocated to it such per-
centage of sald production as the nuiber of acreé of such tract included

in said participating ai'ca bears fo the total acres of unitized land in

said participating arca, cxcept that allocation of. production hercurider for . ..

" purposes other than.for seitlement of the royalty, overriding royalty, or

payment out of production obligations of the respective working interest
owners, shall be on the basis prescribed in the unit opera?iﬁé agreement

whether in conformity with the basis of allocation herein set forth or other-

wise. It is heércby ‘agrecd that production of unitizied substances from a

_participating area shall be allocated as provided herein regardless of 7

whether any wells are drilled on any particular part or tract of said parf—
ié?paffng‘aféa. alf‘any,gas~prodUcéd'frOm one pérfié?éafﬁﬁé?é%éé*isfusédé%éff”
repressuring or recycling purposes iﬁ another parfiéipafing area, +he'?f?éfl
gas withdrawn frbm such last mentioned participating area for sale-during:

the flfe of this agreement shall be considered to bebfhe gas so fransferréd
until an amount equal Té-fhaf<%ransfefréd shé1l“bé 50 produbeabfdr Sa!é'aﬂa
such gas shall be allocated to the participating area from which ihi+féli9
prodbced_as such area was last defined at the time éfyguch ?inal‘prédUCfféh{

I3, DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS.

"Any party hereto owning or controlling the working inferest in any unitized

land héVing‘fhéredh a régular well location may with %hé‘appfOVBI of the
Sube?visor as to Federal land, the Commissioner as fn State land and the
Commission as Toip?ivé*ély ownsd lénd, at such éarT?'é sole risk, cost and
expense, drill a well to fesf any formation for which‘a‘parficipafing areg

has not been established or to test any’fcrma?iOn for which a participating
area has been established if such location fs not within said participating
area, unless within 90 days of receipt of notice from said party of his fh-
tention to drill the well the Uﬁif Operator elects and commences to drill such
a well in like manner as ofher‘wells are drilled by the Unit Operator under

this agreement,

1f any well drilled as aforesaid by a working interest owner results

-.|3...

A
]

T



R

21

- 22

23
24
25
26
27
28
29
30

31

32

33

in production such that the land upon which it is situated may: properly be

included In a participoating area, such parficipafing area shall be ostablished
or enlarged as providoed in thls agreement and the well shall Theréaf@er be
opofafcd by “the Unit Operator In accordance with tho Tefmé of this agreement
and the unit operating agreement.. -

If any well drilled as aforesaid By a working ihferasf owner obtalns

production in quantities insufficient to jusfify the inclusion of the land

‘vpon which such well is situated in a ﬁar?icipafing arca, such well may be

operéTed and b}odﬂced by the party drilling the same subject to #he_conserva;

tion rédﬁ?réme%fs’of this agreement, The royalties in amount or value of

_production from any such well shall be paid as specified in the underiyingi'

lcase ‘and agreeménts affected.

4.  ROYALTY SETTLEMENT. The United States and any State and any

‘royalty owner who is entitled fo take in kind a share of the substances -

row- unitized hérequor:shall hereafter be entitled fo the right to take in

kind its share of the unitized substances, and the Unit Operator, or Thé
working infereé* owﬂérsin ca#e bf‘fhe operation of a well by a working infer-
esf.owner’as{ﬁérein provfdéd for in special cases, shall make decliveries 6f
such royalty share taken in kind in conformf?y with the appiicabie confrac%§;
laws and Feguléfipns. Settlement for royalty interest not taken in kind shall
be made by-ﬁorkfﬁé interest owners réépOhsibjé +herefor under exi#fﬁﬁg'conj E
tracts, laws aéd regulations, or by fhewﬂﬁif Operator, on or before the iagf'
day of ecach moéfh fér unitized substances produced'durihgv*he‘preceding cal-
endar monfh;'pfovided, however,»%haf:nofhiﬁg“herein conTa}ned'sEall operate
to relieve the lessees of any land from their respective lease obljgafioﬁs:
for the panenf of any royalties due under their leases. |

tf gas obtained from lands not subjecf to fhis agreement is.infroduced
into any parfiéipafing érea-hereuﬁder, for use in repressuring, stimulation
of production, or increaSing ultimate recovery, in conformity with a plan of
operafibns approved by the Supervisor, the Commissioner, and Commission, a
like amount of 'gas, after seftlement as herein provided for any gas Transfefred
from any o?herfpafficipafing area and with appropriate deduction for loss from

any cause, may be withdrawn from the formation in which the gas is introduced,

- 14 -
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royalty freo as to dry gas, but nol as 1o any products which may be exiracted

therefrom; provided that such wi%hdréwnl shall boe at such fimo as may bo
provided in the approved plan ofroporaffons or as may otherwise be consented
to by the Supervisor, thVComnisslonor aﬁd Commission as conforming to good
petroleun engiﬁéering practice; and provided furiher, Tha1’sucﬁ right of
withdrawal shall terminate on the termination of This unit agrecment.

Réf%lfy due ThethiTOd Statos shéll be computed as pfovided.in the
operating regulations aﬁd paid in valuo or delivered in kind as to all unitized
substances on the bagis of the amounts thereof allocated to unitized Federal
land as prdvided’heréin‘éfvfheArafe specified in the respécfive Fedérél‘ieases,

or at such lover rate or rates as may be authorized by law or regulation;

-provided, that for leases on which the royalty rate dépends on the daily aver-

age production per well, said average production sha{I"be:déférﬁTned 1n accor-

dance with the operating regilations as though each participating area were a

single consolidated tease.

Royalfy‘due‘on account of State tands shall be computed and paid on the
basis of all unitized substances allocated to such lands.
I5. RENTAL SETTLEMENT. Rental or minimum royalties due on leases com-

mitted hereto shali be paid by working interest owners responéfble therefor

under existing contracts, laws and regulations, provided that nothing herein

coritained shall operate to relieve the lessees of ény-féndffrémthéfr‘réSpeE%~ :
ije‘leaﬁe obligafioﬁsifor‘fhe payment of any rental or mfﬁimﬁmtroyé[fy dueAi;;HV*
under their lcases. ‘Renfal or minimum royalty for lands of the United S%afes
subjecf to This‘agreemenf 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 spproval of the Secretary or his duly auth-
orized representative.

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

With respect fo aﬁy lease on non-Federal tand confaining provisions which

would terminate such lease unless drilling operations are commenced upon the

- land covered thereby within the time therein specified or rentals are paid for

the privilege of deferring such drilling operations, the rerntals required

- 15 ~
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fheréby shal'l, notwithstanding any other provisions of this agreement, be
decmed to acerue and becowo payable during the term thercof as exitended by
this agreement and until the roquired d¢illing operations are commenced

upon The land covered thereby or until scme portion of such land is included

“within a participating area.

16. CONSERVATTON. Operations herelinder and production of unitized
substances shall be‘cqnduc%ed to provide for the most cconomical and effi-~
cient recovery of said substances wifbouf waste, as defined by or pursuant
to State or Federél iéws or regulafibns.< ‘

17. DRAINAGE. The Unit Operator shall take such measures bs the
Supervisor and Cormini ssioner doem appropriate and adequate to prevent drain-
age of unitized subsTances from unitized land-by wells on land not subject
?o’This agreeménf.- ' 7

18. LEASES AND CONTRACTS- CONFORMED ‘AND EXTEHDED. The terms, conditions
and provisions of bll leases, subleases and other cOnfbacfs relating fo ex;
pJorafion, drillihﬁ} development or operations for dil or- gas. on lands com-

mitted fo this agreemPnT are hereby expressly modified “and amended to the

‘exfenf ‘necessary To make the same conform to the provisions hereof but

otherwise to remain in full force and effect; and the parties hereto hereby
COnseﬁf that the SéCrefary as to Federal ‘leases and The‘Cbmmissioner as to

State ieases shall and each by his approval hereof or by +he approval heréof

by +heir duly aufhorized represenTaTlves, do hereby esfablish, alter, change

or revoke the drllllng, producing, renfal, minimum royalty and royalty re-

quirements of Federal and State leases committed hereto and the regulations

“in respect thereto o conform said requircments to the provisions of this

agreement, and, without Iimifihg the generality of the foregoing, all leases,
subleases, and contracts are particularly modified in accordance with the
following:

(a) The developrent and operation of lands subject to this agreemant

under the terms herecof shall be deemed full performance of all obligations

for development and operation with respect o each and every separately
owned tract subject to this agreement, regardless of whether there is

any development of any particular tract of the unit area.

- |6 -
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| (b) DOrilling and producing operations performed hercunder upon any

2. tract of unitized land will be accopted and deemod to be performed
- 3 upon and for the benofit of cach and every tract ofiunifized land, and
;‘ _ o : 4 - né lease shall bo deemed to explre by reason of4faifure to dritl or
; s produce wells situated on the land therdin embraced.
6 (c) Suspension of dril]ing or producing 6perafions on all unitized
7 . ‘lands pursuant to direction or consent of the Secrotary and Coirmissionar
8 or their duly authorized representatives shall be deemod to constitute
9 such suspension pirsvant o such direction ér consent as to each and every
10 tract of unitized land. A susﬁension of drillfng or producihg 0pera+i6ﬁs
1 f‘ limited to specified lands shall be applicable only to such lands.
12 (d) Each lease, sublease or é&&?fac%’felafiﬁg To*fhe eprofaron; drill=
13 iné; develépmenfVor’opera+ion.f0r’bfl or. ‘gas of lands dfher‘fﬁén'fhose :
14 of the United States or Stale of New‘ﬁexico commi tted fo fhi? agreement, = ;
s . _which, by its terms might expife prior fo the termination of this agree-
16 ST ménf, is hereby extended beyohd’any such ferm $o provided therein so '
17 " that it shall be continued in full force and effect for and during
18 the term of Thié agreemenf.
19 | ‘(e)k‘Any Federa! l!cass for a fixed ferm of fweﬁfy (26) yeéfs_or.any
20 renewal thereof or any parf{Of such lease whfch'is made subjecf to
21 : %his'agreemenf shal | continue in force beyond the term proyidéd therein
22 ' unTinfhe termination hereof. Any other Federal iéaseécommifféd‘herefor ]
23 éhali'cénffnue‘fn force beyond fhe Térm s§ providedifhéreidfﬁf Ey Iéw o
24 ' as to the land CommifTéd so.}éng as sﬁéh lease remains subject hefe?o,
25 .- provided that production is hadiin payfﬁquuanfifies under this unit
26 - ‘agreemeﬁfvprior to the éxpifaffbn date Of‘fﬁe term 6f such iease, or in
27 The event actual drilling operations are commenced on unitized lands,
28 . in accordance with the“provisions of this agreement, prior to the end
f 29 of the primary term of such lease and are being diligeﬁf[y prosecuted
&' , ; ‘ ; 30 at that time, such lease shall be extended for two years and éo 1ong
; % 31 thereafter as oll or gas is produced in paying quanfi*iesiih accordance
; g >32 with the provisions of the Mineral Leasing Act Revision of 1960.
i % 33 (f) Each sublease or confract relating to the operafién and develiopment

-17 -
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of unitized substances from lands of the United States comnitted

To This agreement, which by its To}ms would explire prior 1o the

time at which the undorlylng leaso; as extended by the immediately
precoding paragraph, will expire, Is hereby extended beyond any such
term so provided “therein so That it shall be continuéd in full force
and effecf fér and during the torm of the underlying lcase as such
term is herein extended.

(g) Any Ieaée émbraclng lands of‘The State of Now Mexico wﬁich is
made subject_fo this ‘agrecment, shall gonfinue in force beyond the
Tefm proQideQajherein’as To:fhe lands cﬁmmiifed heré+o,uhfiI the
+eéminafi6n'h§§ébf, sﬂbje@f’fo fhe:pFovigibns of Qubsec+ion‘(é)ﬁof

Section 2 and subsection (i) of this Section 18.

(hY The segregation of any Federal lease committed fo this agree-

ment is govcrhed by ‘the féllowing'provisions in-the fourfh paragraph-
of Sec. 17(j) of the Mineral Leasing Act, as amended by the Act of
September 2, 1960 (74 Stat, 781-784): "Any (Federal} lease heretofore

or hereafter commitfed to any such (unit) plan embracing lands that

-are’ in part within and in'ﬁarf outside of the area covered by any such

~plan shall be'Ségregaféd into separa+e'leéses as to the lands comnmitted

and the lands not comnitted as of the cffective date of unitizatisn:

P

" Provided, however, That any such leaée as to the nohunitized portion

shali'éonTThUe‘in;erce’and effect for:the term fhéFer‘buf‘for nof‘
less Thqh two years from the date of such segregation and so long
thereaftor as oil origaS'isiprod0ced'in payldg guantities.".

(i) Any lease embracing lands of the State of New Mexico having only

a portion of its lands comnitted hereto, shall be segregated as to the
porfion committed and the portion not comﬁiffed, and the provisions of
such lease shall apply separately to such segregafed portions commencing
as of the effective date hereof; provided,‘however, notwithstanding any
of the provisions of this agreement to the contrary any lease embracing
fands of the State of New MexicovhaVing”énly a portion of ifs lands

committed hereto shall continue In full force and effect beyond the Term

‘provided therein as to all lands embraced in such lease, if oil or gas

- |8 -
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i is discovored and is capable of being produced In paylng quantities

2 from scmo part of the lands embraced In such lease at thoe expiration
3 3 - of the secondary term of such lease; or {f, at tho expiration of the
: 4 ~ secondary torm, the lessco or Unit Operator is then engaged In bona fide
5 drilling or reworking operations on some paff of Tho lands cmbraced in
6 ‘ such lease, tho same, as to all lands cmbraced therein, shall remain In
7 ful l fgf?gignqwgffecf 50’ Iong as such operations are being diligenfly B
8 prosecuTed, and if they result in the production of oil or gas, sald
9 . lease Qhall continue In full force and effect as 1o all of Tiie lands
10 . embraced fhérein, so long thercaftor as oi | 6ri§as in paylng quantities
] ' is being produced from any portion of said lands.
12 (j) Any lcase, other Than.a Federal lease, having Only a portion of its
13 lands commi + ed hereto shéll be segregafed as to the porflon commlffed
14  and +he porflon not committed, and the provisnons of such lease shall
15 apply separatély fo aUCh segroJa.ed porf:ons conmendfdg as of ‘the effec-
~,~}6 ,'flve date hereof; !n the °venf any such Iease pfévndes for a Iump sum
17 rental payment, such payment shall be prorafed~be+w¢en the portions so
I8 seérégafed in proportion to-the acreage of the respective tracts.
9 /9. COVENANTS RUN WITH LAND. The cox}én‘a‘nits“hereiﬁ‘ shall be construed
20 to be covenants runnang with - the land with respect ro the interest of the |
21 -parties tereto and their succeséors in |n?eresf untii this’ agreemenf‘fermlnafés,‘:'f
’;22 and -any grant, nransfer, or ﬁonveyance of lnferesf:ln land or leases sﬁbjécf
23 horcto shall bo #nd Eﬁﬁeby is conditions ;pon *he‘zssump%%oi of all priviléges
24 ana obligations hereunder by the grantee, transferee or other successor in’
25 inferest. No assignment or fransfer of any wOrkihg interast, royalty, or
26 other inforest subject hereto shall be binding upon Uni¥ Operator until the
,27 first day of the calendar month after Unit Operafor is furnished with the
28 original, photost a*;c, or certified copy of the instrument of transfer,
29 20. EFFECTIVE DATE AND TERM. This agrecment sha!l become effecflve
30 upon approval by the Secretary and Commissioner, or their duly- aufhor:zed
31 representatives and shall terminate five (5) years from said effective date
32 unless:
33 (a) such dé}é of expiration is exfeﬁded by The'DirecTor and Commissioner, or
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to be served thereby to be stated in the ordes of aITerafion or modification,

(b) it is reasonably delerminod prior to the expiration of the flxed
term or any extension thereof That tho unlitized land Is incapable of
production of unltized substances in paylng quantities In tho formalions
tested hereunder and affor notlico of intention to terminate the agreement
on such grround is given by the Unit Operator to all parties in interest -
at Their last known addresses, Fhe agreement is Terminafcd”wifh the ap-
proval of ‘the Supervisor and the Comaissioner, or |
(¢) a valuablo discovery of unitized subs%anées has been made or
éc;epfed on uniTizéd‘land during said initidl term or any eX#énsion é

thereof, in which event the agreement shall remain in effect for such

term and so long as unitized substances can be produced in quantities
oufflcien+ to pay for the cost of produc:ng same from wells on unitized
land wnfh:n any parf|cnpaf|ng area esfabllshed hereunder and, should
' produc+|on cease, so° Iong fhereoffer as dlllgen+ operaTnons are in pro- o
i:gress for the restoration of producflon or dlscovery of ‘new producflon‘
and so [ong thercafter as unitized substances so discovered can be pro-
‘dﬁced as aforesaid, or
(d) it is ferminated as ﬁerefbfore provided in this agreement. This
agreement may be terminated at anyvfime by not Iessyfhaﬁ 75 pe}_éenfum,
on an acreage basis, of the working interest 0wners‘slgnaTory‘here+o,
with the approval of'fhé Supervisor ahd‘Commiésiéﬁer; hofiCe‘Sf-ahy;suéB’
approval to be given ‘by the Unit Oﬁeféfbrifo all paftiésuheréfbg,' ~
21.. RATE OF PROSPECTiNG;”DEVELOPMENfJAND'bRODUCT!ON. The Direcfbrpfs
hereby vested with aUTﬁoriTy 1o alter or modify fr&m‘fime to time in his di§4
cretion the quantity and rafe of production under this agreement when such
quantity and rate is nof £ ixed pursuant fo fedbral or State law or doss not
conform to any sfafewide voluntary conservation or aljocation program, which
is established, recognized and genérally adhered to by the majority of oper-
ators in such State, such authority being h;reby limited fo alferation or mod-

ification in the public interest, the purpose thereof and the pubjic interest

Without regard To the foregoing, the Director is also hereby vested with

authority to alter or modify from time to time in his discretion ihe rate of
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prospecting and developeat and the quantity and rato of production under
this agreecment when such alteration or modification Is in tho interest of
attaining The conservation objectives stated in This agréemenf and is not

in violéfion of any appllicable Federal or State law; providod{>fur+her, that
no such alteration or modification shall be effective as to ény”land of the
State of MNew Mexico, as 1o the rate of prospecting and developing in the
absence of the specific wriffcn approval thereof by the Commissioner and

as to any lands of Tﬁo State of New Mexico or privately owned lénds_subjecf

to This agreemont as to the quantity and rate of production in the absence

-

of specific wriften approval Thoreofxby the Commission.
Powers in this section vested in the Director shall only be exercised

after notice 1o Unit Operator and opportunity for hearing to be held not

'Iesg‘fhan 15 -days from notice.

22.. CONFLICT OF SUPERVISION. Nelther the Unit Operafor‘noﬁ the work-

ing interest owners nor any of them shall be subject fo”aﬁy fOPfé?fﬁféyf¥éﬁ$fﬁ;f”

ation or expiféfibn of any'ti§h+s hereunder or under ény‘leases‘or contracts
subject hereto, or -fo any penalty 9r~liabilify on account of delay or failure
in whoie or in part +0'comply>wifh'ahy §ppii¢able provisionffhereQ; to the
exféhT +that fhé*UﬁTf‘OporafOr, Qofk?ng ih%éresf’dﬁnérs‘oE ény éfk;ﬁéﬁ‘éré
hindered, delayed or prevented from'cdmplying fherewifh.by reason26f'f$?|ufe
of the Unit Operafor-fo obtain in'fhe‘exerbfse of due dj1igéh¢é, the concur- -

rence of proper representatives of the United States and prOPef‘EépresenfaTiVéS:

“of ihe Stale of New Mexico in'and about any matters or things concerning which

it is required herein that such concurrénce be obtained. The parties hereto,
including the Commission, agree that all powers and ‘authority vested in the
Commission in‘abd“by any provisions of this agreemént are vésted in the Com-

mission and shall be exercised by it pursuant fo the provisions of the laws

‘of the State of New Mexico and subject in any case to appeal or judicial re-

view as may now or hereafter be provided by the laws of the State of New Mexico.
23, APPEARANCES. Unit Operator shall, afier notice to other parties

affected, have the right to appear for and on behalf of any and all interests

atfected hereby before the Department of the Interior, the Comnissioner of

Public Lands of the State of New Mexico and the New Mexico 0il Conservation
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Comnission and to appeal from orders Issued under the regulations of sald
Copartment, Tho Comnission or Commissioner or To apply for rellcef from any
of said roguldrlons or in any proceedings rotative to opera+ions‘bofof0 Tho
Department of tho Intorior, the Commisslonor, or Commission, oi* any othop
legally constituted authority; provided, however, that any ofher Intereosted
parly shall also have The right at his own expense +o be heard In any such
proceeding.

24, NOT{CES. All notices, demands or sfafemen?s requlired hercundar
to be given ar rendered to the parties hercto shall’be deemed fully given if
given in writing and personally detivored to The party or sent by postpaild

registered or certified mail, addressed to such party or partles at theéir

: respecTive addresses sct forth in connection with the signatures hereto or

_to the ratification or consent hercof or to such other address as any such

party may have furnished in writing to paffy‘Seﬁdfdg}?he notice, demand or
statement. ﬁ |

25. No_wAiVER10F~EEéTAIN‘RrGHTé} Ndfhihg‘in this agreement c&ﬁfaineéi
shall be construed as a waiVér:by éﬁy‘paffy”hérefé of the right to assert

any legal or constitutional right or defense as to the validity of invalidity

“of any law of the State wherein said'UnffiEédllands are locaféd,’or of the

United States, or regulations issued thercunder “in any way affecting such

party, or as a Qaiver'by any such party of any right beyond his or its

“authority fo waive.

26. UNAVOIDABLE DELAY. Al obligations Under this agreement requiring

the‘UnifloﬁcrafOr“fo’commence or confinue dFTi1Tﬁg'or;16”65é55$e“bhwér?5F6—
duce unitized substances from any of the lands covered By fhiS'agrééménf shal |
be suspended while the Unit Operé%or, despite %hé‘exercfse'df'HQe‘care and
diligence, is prevented:from comélyihg wifh‘suéh”dblfgé¥i0n5,>in whole or in
par%, by sirikes, acts of God, Federal, State or municipal !aw or agencies,
unavoicable accidents, uaconirollable delays in transportation, inability

to obtain necessary materials in cpen market, or other maffers beyond the

reasonable control of the Unit Operator whether similar to matters herein

~enumerated or not. No unit obligation wnich is suspended under this section

shall become due less than thirty (30) days after it has been defermined that

T T
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The suspension Is no longar applicable. Dotormination of creditable

Mypavoidable Oelay" timo shall be mado by the Unit Ci-rator subjoct to

approval of ‘Tho Supervisor and Commissionor.

27. NONDISCRIMINATION. In connection with e performance of work
undor this agreement, the operator agrees to cpmﬁly with all of the pro-
visions of section 202 (1) to (1) inclusive of Exccutive Order 11246 (30 F.R.
12319), as amended,which are hereby incorporated by reference in this agreement.

28, LOSS OF TITLE. In the event title To any fract of uﬁifized land
shail fail and the true owner cannot be induced 1o jdin in this unit agree-

ment, such tract shall be automatically regarded as not committed herato

and ‘there shall be stch readjustment of future costs and benefits as may

be required on account of the loss of such title. In the event df a ais-
pute as to Tifleifb“ahy réyalfy, working interest or ofﬁér:inferéSTs'SUbjecf
thereto, paYmenf or délivery on account thereof may be wifﬁheld withohfi
liability for inferest unffl:fhé dispute is final]YAséf?léd}%onVidedg;fﬁaT;
aé %o'Féderal and $tate land or leases, no payments of fﬁhdsvﬁue'¥he Uﬁi+éd?
States or State of New Mexico should be wifhheld,~buf shch“funds of the
United States shall be deposited as direcfed by the Supervisdrgéﬁd such:
fuhdsvof the State of‘New Mexico shall be depB;iTéd as &fhééfedTGY the
Commissioner to be held as unearned'méney pending'ffhal settlement of the
title dispute, and then applied as earned or returned in accordance with
such final settiemsnt. s

Unii Operalor as such is reiieved trom any‘réSPOhsibfi}%yifor‘anyk
defect or failure of any title hereunder, |

29. NON—JOINDEREAND SUBSEQUENT JOINDER. |f the owner of any sub-
stantial interest in a tract within the unit area fails or refuses to sub-

scribe or consent to this agreement, the owner of the working interest in

“that tract may withdraw said tract from this agreement by writien notice-

delivered to the Superviéor and the Commissioner and the Unit Operator

prior to the approval of this agreement by the Suberviéor and Commissioner.
Any oil or gas interests in lands within the unit area not committed hereto
prior to submission of this agreement for final approval may thereafter be

committed hereto by the owner or owners thereof subscribing or consen+ing

- 23 -
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Fo this agreement, and, if the interest is a working interest, by tThe cwner
of such interest also subscribing to the unit operating agreement. After
operafioﬁs are commenced hercunder, the right of subsequent joinder, as
prdvide& in this section, by a working interest owner is subject to such
requirements or approvals, i% any, pertaining to such joinder, as may be

provided for in ‘the unit cperating agreement. After final approval hereof,

; joinder by a non-working interest owner must be consented to in wri?ing by

the wbrking intferest owner committed hereto and responsible for the paymehT

of any benefits that may accrue hereunder in‘behaif of such non-working

inferésf. A non-working intdrest may not be committed to this unit agree-
ment unless the corresponding working'inféresfris'bommi}fed hereto. Joinder:
to the unit agreement by a wsrking‘inferesf owner, at any“Timé,khﬁSlee
accompanied by appropriate joinder foi+ﬁe ani+ operatihg»ég?eéméﬁf;iiflmo?e'»M'

than one committed working interest owner is involved, In order for the

interest to be regarded-as committed o 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 folfowinig the filing with the

Supervisor and +6e Commissioner of duly execufed couhférparfs.of a!lkOr any
papers nzcessary to esfablishvef%ecfive com&ifmenf of any tract to fhis‘
agiceement unless objecfion o such:joinder is duly made wifhin 603d$ys by
the Supervisor, provided, ﬁdWéveE, fhéf'aslfo Sféfe'lands all subseduénf 

joinders must be approved by The‘Commissibnér;

30. COUNTERPARTS. This agreement may‘be'execufed‘in‘any'numberfof'h
counterparts no one of which needs o belexecufed7by‘all;péhfies_or may
be ratifiéd or consented to by séparate instrument in wrifing éép6i¥fcéify
referfing hereto and shall be binding upon all those parties who have exe-

cuted such a counterpart, ratification, or consent hereto with the same

‘force and effect as if all such parties had signed the same document and

regérdiess 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.

- 24 -




g | 31, NO PARTNERSHIP. 1t is expressly agreed That he relation of

2 the parties hereto is That of independent contractors and nothing In this

3 agreenent contained, expresséd or implied, nor any operations conducféd

4 hereu-der, shall create or be decmed to have created a partnership or

5 association between the parties hereto or any of them. '

6 ‘|N WITNESS WHEREOF, the parties hereto have caused this agreement . :
7 to be executed and have sel opposite their respective names the date of

8 execution,

P

UNIT OPERATOR AND WORKING INTEREST OWNER

ATTEST: | ﬁ HNG O1L COMPANY

e i g

BY:

W. F. Roden, President

DATE :

ADDRESS: P. 0. Box 767 ,
: Midtand, Texas 79701

WORKING INTEREST OWNERS

 BY:

DATE :

ADDRESS:




HE STATE OF TEXAS i

COUNTY OF MIDLAND™
The foregoing instrument was acknowledged before me this day
of , 1974, by W. F, RODEN, President of HNG OIL

COMPANY, on behalf of said corporation,

Nofary Public In and for Midland County,
Texas : ~

My Commission Expires:

June I, 1975

n.
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EXHIBIT "A"

DOGIE: DRAW UNIT AREA

T-26-E, R-36-E
Lea County, New Mexico

R.34-E
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AcCres Percent

Federal Land 1 4,442.16 86.724
State Land 640.00 12.495
Patented Land ___40.00 .781

Federal Land

State Land

N‘ Patented Land

5,122.16 100.000

@ Denotes tract number on Exhibit "B"
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| EXHIBIT "B

DOGIE DRAW UNIT AREA
T~26-S, R-36-E, N.M.P.M,
Lea County. New Mexico

-SERIAL 'NO,

Lots 1,2,3,4,E/2 w/2, E/2

DESCRIPTION OF NUMBER OF  'DATE OF LEASES BASIC ROYALTY o OVERRIDING ROYALTY WORKING INTEREST
TRACT NO. LAND ACRES (New Mexico Serials)  QWNERSHIP. PERCENTAGE LESSEE -OF RECORD - AND PERCENTAGE AND PERCENTAGE
{ Sec. 5: NE/4 SW/4 40.00 NM=510 USA ALl = §2,5 Exxon Company Betty Heiskell: 3% Exxon: Al)
9-30-76 " - :
2 Sec. 5: N/2 & NW/4 SW/4 360.00 NM=6726 USA All - 12,5 Exxon Company Charlie Busseil,et’
6-30-78 _ ux,Mavis Bussell: "1$ Exxon: Aii
Central Southwest
_ Oil Corporation: 4%
3 Sec. 5: SE/4 SW/4 & SE/4 200,00 NM-6727 \ USA All = 12,5 Exxon Company A. Tishman, et ux, Exxon: All
s 6~30-78 _ , Margaret W,Tishman:
“ Production Payment
of $750/acre out
. of: . 5%
o 4 Sec. 8: NW/4, N/2 sw/4, 600.00 NM-7827 USA All - 12,5 Exxon Company Federa! 01l & Gas Exxon: Al
. SE/4 SW/4 9-30-78 . C Leases, Inc.: 4,5%
Sec. 9: N/2 John R. Less: 0.01875%
Tom B, Boston: 0.0125%
. D.Michae! Dowdlie: 0.0125%
, Harry B.Heutel:  0.00625%
5  Sec. 8: SE/4 SE/4 80.00 NM-17249 USA All = 12,5  BTA 01l Producers  T.M,Thomas,et ux, BTA - Al
h Sec. 9: NE/4 SE/4 t 12-31-82 S § Josephine Thomas:
A Production Payment
! , of §750/acre out
.“_ . ) . of: - ' m&
“ 6 Sec. 6: Lots 1,2,3,4, 1,921,69 NM- 18644 USA AL = 12,5 HNG Qi | Company V.J.Wilson, et ux, HNG ~ Al
: SE/4 SE/4- 6~30~83 ‘ ; Marilyn Wilson: 5%
Sec. 7: Lot 4, SE/4 NE/4 ¥
-Sec. 8: NE/4, N/2 SE/4,SW/4 SE/4
Sec. 9: SW/4, W/2 SE/4
Sec. 17: $/2 N/2, S/2
Sec, 18:
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DESCRIPTION OF
LAND

BASIC ROYALTY
OizmmMIfnkvmwOmZH>mm_

o>4m.om rm>mmm
Azoz zmx@00>m01“m_mv

NUMBER OF
‘mmmmmuom mmnomo

NE/4, E/2 W/2,
NE/4 SE/4, W/2 SE/4
JLots 1,2,3,NE/4
NE/4, W/2 €/2,E/2
W/2, E/2 SE/4

NW/4 NW/4

Svi/4 SW/4

SW/4 SW/4

N/2 NE/4,
NE/4 NW/4

OVERRIDING :ROYALTY WORKING INTE

Producers

NM =0554264 . Exson-Company

NM- M-0559812 Exxon Company

NM-05598 | 3 Exxon Company

NM-0560259 BTA 0il Producers

I'l Federal Tracts containing 4,442.16. acres, or 86.724% of Unit Area

AT

N/2

Trust. No. '3
Estate of Ralph
Lowe, Dec'd.

CREST
AND PERCENTAGE AND PERCENTAGE

R.E.Frasch, et ux, BTA~ Al

‘Constance J. :

Frasch: 2.5%

C.E.Strange, evr

uX, Sherrie R.

Strange: 2.5%

Richard B.Carter: :3% Exxon - All

Alfred D. Heeley, Exxon - Ali

er ux,L, Jane

Heeley: 3%

Lucy M. English, Exxon -~ Aii

ev vir, Lawrence

English: 10% of 5%

Ernest A. Hanson,

et ux, Beulagh lrene

Hanson: 90% of 5%

Jack J.Grynberg,et BTA - Al

ux,Celeste C.

Grynberg: -3.125%

Albert Barnes Zink,

et ux, Helen

Zink: 3.125%

Mary Ralph Lowe None M.Ralph Lowe, Inc.: 50%

trma Lowe: 25%
Est.Raiph Lowe: 25%
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"SERIAL NO. & EXP.

h

DESCRIPTION OF ZCKWmm oF O>4_50ﬂ_ﬁm>mmm. -BASIC ROYALTY H OVERRIDING ROYALTY WORKING INTEREST

TRACT NO. LAND “ACRES (New Mexico Serials) OWNERSH P PERCENTAGE LESS:E OF RECORD AND PERCE , AND PERCENTAGE
{3  Sec. 16: §/2 320.00 L-673] | State - All - 2,5 % «,zmﬂ< Ralph Lowe None M.Ralph Lowe,lnc.: 50%
I1-1-8] . ‘Trust No. 3 Erma Lowe: 25%
, + = Estate ‘of Ralph Es+.Ralph Lowe: 25%

. “Lowe, Dec'd.
2 State Tracts containing 640.0C acres, or 12.495% of Unit Area
14 Sec. 9: SE/4 SE/4 40.00 Patented C.H.lewis, et KNG 01l Company  None HNG : 12.50%
‘ I~14-79,et seq. ux,M.P.Lewis: /8 - [8.75 : v
\ Jowel | wmnr:ma. _Exxon Company None Exxon: 69.40%
. et al: 583/840 ~ 18,75 _

Cities Service: /6 - Unleased Unleased None Cities Service: 16.67%
;,zmmﬁmﬂs mmmm1<mm None Western Reserves: 1.43%

C 1/70 - Unieased Unleased

| Patented Tract containing 40.00 acres, cr 0.781% of Unit Area

TOTAL:

\

14 Tracts containing 5,122.16 acres in entire Unit Area.
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ALEX 4. ARMIJO
COMMISSIONER

erffln, Ross & Burnett, Inc.
2102 Wilco Bu:.ld).ng
Midland, Texas 79701

Re:

ATTENTION: Mr. Kenneth H. Griffin

Gentlemen:

«
State o[ NewMex(co | __TELEPNONE

'505-827-2748

Comm(ss(omr o[ qu{c Lanc!s

‘February 28, 1974

P.O. gox 1!48
SANTA FE, NEW MEXIco

Proposed Dogie Draw Unit
Lea County, New Mexico

In reply to 'your letter of February 20, 1974, in connection with
the subject unit, we have nho objection to the unit area as outlined in

your Exhibit "A",

_ Approval of the proposed unlt will be ‘condi tioned on ‘receipt of -
a unit agreement which will meet all requircments and also that will be
acceptable by the Unlted States Geological Survey and the 0il Conservat:.cn

Commlssmn.

On submitting your Exhibits "A" and B please show the Ass:.gnment
Number right after the Lease No, ( L-6453—1 and L-6731-1).

AJA/RDG/s

truly yours
RAY D. GRAHAM Director ™
0il and Gas Department

e e

ETS
~ REFORE TE EXAMINER STAM n
| OIL CONSERVATION COMMISSION '

__EXHIBIT NO. _jz.,.,_ji
caseNo.__&7179

Submitted by_ﬁ_"_/_fl___——-—————— ’
Hearing Ddie___:b’,’_lg_i‘é—-——- "
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United Stutcs. Department of the Interior

. _ ; ‘CE/!/ED
GEOLOGICAL SURVEY A
Denver Federal Center P 8 10+
Denver, Colorado 80225 1974
136917
, e
IN REPLY REFER TO: ] 'd&mﬂwv

KA €5 1g74

_ HNG.0il Gompany. g g
P.0. Box 767 #2273
Midland, Texas 79701

Gentlemen:

Your appllcat1on of Februa1y 18, filed with the Area 011 and Gas
‘Supervisor, Roswell, New México, on February 21, requests the designation
of: the Dogie DPraw unlt area embracing 5,122,16 acres, more or less, Lea
County; New Mex1coj as loglcally ‘subject to exploratxon and deve ‘pment
under the unltlzatlon provisions of the Mineral Leasing Act as amended,

Pursuant to unit plan regulations of December 20, 1950, 30" CFR 226.3,

(1968 reprlnt), the land requested as outlined on your plat marked "Exhlblt
A, Dogie Draw. Unit Area, Lea County, New Mexico," is hereby designated as

a 1og1ca1 unit area.

The unlt agreement submltted for the area dengnated ‘should | prov1de for
the drllllng of the initial exploratory well to test the Ellenburger or
to 'a depth of 20,800 feet. As ploposed by your application, the form
of ‘agreement for unproved areas (1968 reprint) should be used and modi-
tled to apply to both Federal and State of New Mexico lands.

In the absence of any other type of land requiring spec1al pr0V1510nS

or ‘any obJectlons not now apparent a duly executed agreement identical
to ! i'ho 1968 reprlqt mol}_flof1~nn1" ag- nl‘+"|1nod akove '.'111 be nnnrnvpﬂ
if: submltted in approvable stafus within a reasonable period” of time.
“However, : the r1ght is reserved to deny approval of any executed agreement
whlch, in our opinion, does not have full commitmeat of sufficient lands
‘to afford effective control of operations in the unit area.

Please anlude the- latest status:of all acreage when the executed
agreement is transmitted to the Supervisor for approval. The format
of the sample exhibits attached to the 1968 reprint of the standard
form should be followed closely in the preparation of exhibits A
and B.

Inasmuch as this area contains State of New Mexico lands, we are
sending a copy of this letter to the Commissioner of Public Lands

- ' — ? BEFORE EXAMINER STAMETS
N : | OIL CONSERVATION COMMISSION

EXHIBIT NO._.Z
CASE NO. 17 9

Submitted by /717\/{
Hearing Date 3 -—'/3 744-
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\%
at Santa Fe, and we ask that you contact the Commissioner befcre
soliciting joinders. : '
= ' i Sincerely yours, _ . -
R /I d - ’ -
:‘c!’:’,&r—z/c‘ M& Ta~
Conservation Manager, Central Region
For the Director
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SECTION
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BEFORE EXAMINER STAMETS
OIL CONSERVATION COMMISSION
: EXHIBIT NO.__/

UNIT AGREEMENT CASENO. S5/79

DOGLE DRAW UNIT AREA 7
LEA COUNTY, NeW_MiXICO | Submitted by___s/ /G

Hearing Date__3 -/ 3 - 74/
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
DOGIE DRAW UNIT AREA
COUNTY '0F LEA
STATE OF NEW MEXICO

NOI

THIS AGREEMENT entered into as of the _lst_day of March -
1974, by and between the parfiés.SUbscribiné, ratifying or cOﬁsenTing héréto,
and herein referred to asTThe‘"par+ies hereto™. ‘

| WITNESSETH:

. WHEREAS, the parties hereto are the owners of working, royalty, orv

‘other oi’l and gas 1hferes+s fn the unit area subject fo Tﬁis‘agreemeﬁf; and

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

~amended, 30 U.S.C. Secs. 181 et seq., authorizes Federal lessees and thelr

represenfatives to unite with each other, or jointly or separately with
othérs, in collectively adopting and operating a cooperative or anit plan
of development or operations 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 determined and cerfifiéd by1+hefSécré+ar?:6f

the Interior to be necessary or ;dvisable in the public inferesf; and
WEEREAS, the Commissioner of Public Lands-of the Sféfe of New Mexico
is authorizied by ag Act of Tﬁe Legi;lafbre (Sec.‘7;ll-39 N.M; Sfaféfeski953
Aﬁhofafed) to consent to or apprévejfhis agreement on behal f of'fheESTEfe
of New lexico, insofar as if’covers and includes lands and minefal interests
of the State of New Mexico; and »
WHEQEAS, the 0il Conservation Commission of the State of New Mexico is
authorized by an Act of the Legislafufe (Article 3, Chapter 65, Voi. 9,
Part 2, 1953 Statutes) to appfove this agreement and fheiconserVafion provisions
nereof; and
WHEREAS, the parties hereto hold sufficient interests in the Dogie
Draw Unit Area covering the iand heréinafter described to give rezsonably

effective control of operations therein; and

R A P T
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miER@ASL it Is the purpose of the parties horeto to conserve natural
rescurces, prevant waste, and secure other benefi+s obtainable through
development and operation of The Sroa subje;f,fo thls agreemont under the
torms, conditions and |imitations horein set forth;

NOW, THEREFORE, in consideraiion of fﬁe prcmises and the p}omiSes hereln
contained, the parties hercto commit to This agreement their respective
‘interests in the below~defihed‘hnlf area, and pgrée severally among them-
sclves ag.follows:

I. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February

25, 1920, as amended, supra, and all valid pertinent regulations, fncludingy

operating and unit plan regulations, heretofore issued thereunder or valld,

'perfinenf‘and'reaséhable regilations hereafter issued thereunder are accepted

‘and made a part of this agrecment as to Federal Iands,'provided'éhéh regula-

tions are not Inconsistent with the terms of this agreement; and as to non- °

_Federal lands, the oil and gas operating regulations in effect as 67 the

effective date ﬁereof governing drf]Iiﬁg and producing operaticns, not in-

consistert with the Térms hereof or the laws of the State of which the non-
Feaeral'land is located, are hereby accepted and made a part offfhié agfeeﬁéhf.'
2. UNIT AREA. The a;r:i?a specified on the map atfached hereto marked
Exhibit "A" is herebY'designafed and recognized as constituting the unit area,
confaiﬁiﬂgf5;|22.|5 acres, more or less. | B

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

“pouncaries snd’ identiTy of fracts and 1éases in said area to the ‘exient knowa =~ = 7

to the Unit Operator. Exhibit "8" aftached heréto.is a séhedule showing to
the exfenfrknéwn‘fo the Unit Operator the acreagaj‘perceﬁfége, and kind of
ownership of oil and gas interests in all land in the unit area. "However,
nothing herein or in said schedulé or map shall be construed as a representa-
tion by any party hereto as to the ownership of any interest other than such
intferest or interests as are shown in said map or schedule as owned by such
party, Exhibits "A" and "B" shail be revised by the Unit Operator whenever
changes in the unit area render such revision necessary, or Qhen requested

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

when requested by the Commissioner of Public Lands of the State of New Mexico,
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hereinaftor referved to as "Commissionor", and not less than five coples
of tho revised éxhibifs shall be filod with tho Suporv!gor, and {wo coples
thercof shall be filed with tho Cowmissloner, and one copy with tho New
Mexico bil Consarvation Commission, horoinaffor referred to as "Commission™.
includo thercin any additional lands or shall be contracted to exclude lands
wheheve? such expansion or contraction is deemed to be necessary or advis-
able ?é cénform with the purposes of this agfcemon?.‘ Such>oxpansion or
contraction shall bs effected in the foilowing manner:

(a) Unit Operator, on its own motion or on de@aﬁd éf the Director
of the Geological Survey, hereinafter referred to as “Direcfor“,,or on de~
mand Qf the Commissioner, after prelfminary concurrence by the Director
and the Commissioner, shall prepare a notlce of proposed ‘expansion or con-
traction describihg;fhe_confempléfed changes Tn the b@unda?ies of the unit
aréaf-gﬁe reasons therefor, and the proposed effective date thereof, pro-
feééSiy”fhe first day of‘é fonth SUbseduenf fo the dé%e 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
ény objections.

(c) Upon expiration of the 3G~day‘period provfdéd in the preceding

item (b) -héreof, Unit Operator shall file with the Supgorvissr, +he Commis-

sloner and the Commission evidence of mailfﬁg of the notice of expansion

or contraction and a copy of anykobjecfions thereto whiich have been filed

with the Unit Operator, together with an application in sufficient aumber,

for approval of such expansion or contraction and with appropriaie joinders.
(d) Afver due consideration of all pertinent information, the expansion

or contraction shall, upon approval by the Supervisor, the Commfssioner and

the Commission, become effective as of the date prescribed in the notice

thereof,

(e) All legal subdivisions of iands (i.e., 40 acres by Qovernmenf

survey or its nearest lot or tract equivalent; in instances of irregular

-3 -
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surveys unusually large lots or tracts shall be considered In multiples

of 40 acres or the nearest allquot equlvalent thereof), no parts of which
are entitled to be In a participating area on or before the flfth annlver-=

sary‘of the offective dato of the first initial participating a@roa estab-

“lished under this unit agreement, shall be eliminated automatically from

this agreement, effective as of said £itth annlversafy, and such tands shall
no longer be a part of the unit area and éhall né longer be subject to this
agréement, unless diligent drilling operations are in progress on unltized
lands not entitled to pérficipafion on said fifth anniversary, in which event
all such lands shall remain subject hereto so long as such drilllng opera-
tions are continued diligently with not more than 90 days' time elapsing
between the cqmpieinn of one well and the commencment of the next well.

All legal subdivisions of lands not entitled to be In a participating area

within 10 years after the effective date of the first initial participating.

area ‘approved under this agreement shall be automatically éliminated from

this agreement as of said tenth anniversary. All lands proved productive

by dil}genf drilling operations affef the aforeéaid‘S—yéar period shall
become paﬁficipafihé in the same manaer as during said 5-year period. How-
ever, when such diligent drilling operafions{ceage, all noﬁpékfié@péfiﬁ§i 
lands shall be automatically eliminated effective as of the 9isf day there-

after. The Unit Operator shall, within 90 days after the effective dafe of

‘any elimination hereunder, describe the area so eliminated to the satisfac-

tion of the Supervisor and the.Commissioner, and promptly notify all parties
in interest. |

If conditions warrant extension of the I0-year period specified in
+his subsection 2(e), a single extension of not 1o exceed 2 years may be
accompl ished by consent of the owners of 90% of the working inferests in the
current nonparTicipéTing unitized Iands and the owners of 60% of fhé basic
royalty interests {exclusive of the basic royalty interests of the United
States) in nonpak?icipafing unifizod tands with approval of the Director and

Commissicner, provided such extension application is submiited to the Direcior

and‘CommissioneE not- later than 60 days prior to the expiration of said ten-year

pericd.
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| Any expansion of the unit area pursuant to this section whlch embraces

2 lands {heretofore ellminated pursuant to Fhis subsectlon 2(a) shall not bb’
3 considered automatic commitment or recomnitment of such fands.
rrrrrr 4 3, UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this
5  agreement shall constitute land reforred to herein as "unifiied land" or
6 - "land subject to this agreement”. All ol and gas in any and all formations
7 of the unltized land are unitized under the torms of +his'ag}ceméhfkéﬁd hérefn -
8 are called "unitized substances". ‘
9 4. UNIT OPERATOR., = HNC OiIICoTpany is.hereby designated as Unif
10 Operafdr and by‘éignéfure hereto as Unit Operator:agrees and consents to

1 accept the duties and obligations of Unit Operator for the discovery;

12 developnent énd“prbducfion‘of unitized substances as héfe1n‘proviééd} When~

i3 ever reference is made herein foyfhe Uni+ Operator, such réféﬁénCGAﬁééhs
HIAA _the Unit Operator acfing in that capacity and not as:an owner of inferéST:
15 " in unitized substances, ‘and the term "ﬁdféiﬁg interest owher“‘when"ugéd L

16 he;éin shall include or refer to Unit Operator ss the owner of a working

17 inferesf when such an inferest is owned by it. |

18 . 5. RES}GNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall

19 . - have the rigﬁf Tb reSigp at any time prior fo fhe)eéfablishmenf'of a

20  ” participating area or aféas hereunder, but such resignation shall not

21 A, become effective so as to release Unit Operafor'froh the duties and o\!.tv\l'i'gayléj
22 ‘tions éf Unit Operator and terminate Unit Operafﬁr‘s rights as such for a ;
‘23 pefiédjs?:6’héﬁfﬁs af+er notice of Tnfénfion to résign;has béén served by ‘
24 Unit Operator on all working interest owners and the Supervisor, the

25 Commissioner and the ComhisSion, and until all’wellsvfhen drilted hé?é-

26 under are placed in a satisfactory conditioh for suspension or abandonment
27 whichever is required by the Supervisor as to Fedéral lands and by the Com:
28 missioner oS Toj§fa+e and privately owned lands, uniess a new Unit Operafbr
29 shall have been Sefecfed and approved and shall have taken over and assumed
30 the duiies and obligations of Unit Operator prior to the expiration of said:
31 period.

32 Unrit Operator shall have the right fo réSign in like manner and subject
33 to like limitations as above provided at any time a participating area
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ostablisted hercundor is in exi5+énce, but, In all Instances of resignation
or removal, untl! a successor Unit Oﬁerafor Is selected and approved as
hercinafter provided, the working Interest owners %hall'be,join?ly respons| -~
ble for performance of the duties of Uni+ Operafor, and shall, not later
than 30 days bofore such reéignafion_or removal becomes effective, appoint

a common agent to represent them in any acfion*?o be Taken herounder,

_The resignation of Unit Operafpr shall not release Unit Operator from
any liability for any default by it hereundor occurring prior to +h6 effec->
tive date of its resignation. |

rThe Unit Opera%or‘may, upon default or failure in fhe performance of
i¥s duties or obligations hereunder, be subject fdkrem0val by the same
peECenfage vote of the owacrs of working Interests as héréid'pfOVided for
the seiection of a new Unit Operator. Sucﬂ removal shall be effective
uﬁah notice thereof to the Supervisgﬁ?aqdjThe'Commiséiéﬁer.

The resigngffOn or removal of'Un?T Oberafdr under fhis_agreemeﬁf shal |
nof'ferminafe‘i%s right, title or interest as Tﬁe owner of a workfng’infer-
est or other inferest in unitized sﬁbsfances, but upon fhg'resignaTioﬁ‘or
romoval of Uit Operator becoming effective, such Unit Operator shall
deliver posSessiohrofrall wells, éddibmenf; materials and appurtenances used
in conducting Tﬁe4uhif operations to the new duly qualified successor Unit

Operator or fo the common agent, if no such new Unit Operator is elected,

to be-used for the purpose of conducting unit operations héredndsiv. ~Notiitiig™

herein shall be construed as authorizing removal of any material, equipment

- and appurtenances nceded for the preservation of any wells.

{ ,
6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operafor shall tender

his or its resigpation as UniT>Operéf6r or shall be removed as hereinabove
provided, or a change of Unit Operator is negotiated by working interest
owners, the owners of the working interesis in the parficipafing:area‘or
areas according 1o their respective acreage interests in such participating
area or areas, or, unvil é participating area shall have been established,
ihe owners of the working lnterests according vo their respective acreage
interests in all unitized land, shall by majority vote select a successor °

Unit Operator: Provided, That, if a majority but less than 75 per cent of




the working inferests qualificd to vole arc owned by ono parily Vo this

2 agrecrmont, a concurrlhg vote of ono or more addltional working Interost
-3 owhers.shall bo required to select a new opsrator. éﬁch solocklon shal |
4 not become of fective until

5 (a) a Unit Operator so solocted shall accept In writing the duties
6 ana responsibilities of Unit Operator, and )

7 (b) Theéselecfion shal | ﬁavé been approved by the Supervisor and
8 Thé Commissloger.

9 - 1f no suécessor Unit Operator is selected and qua{ified as herein
10 provided, the 'Director and Comnissioner at their election may declare

i this unit agréemenf terminated.

12 1. ACCO@NTINGVPROVISIONS AND UNIT OPERATING AGREEMENT. If the

13 Unff OperaTor}is not the sole owner ofrworking interest, costs and expenses )

14 Inéuéred'by U{if Operator in conducting unit operations hereunder shall be |
15 paidfaﬁd’apporﬁioneﬂ among and bdrnerbyvfhe owners of»WorkinQ-iﬁferé?fS,

16 - all in accorda%ée:wifh_fhe agreeménT or agreements entered iﬁfo bY'a§d

17 “between the Un}f Operafor and the owners of working interests, whether one

18. - orgmore, separ%fely or collectively. Any agreement or agreemenfs‘en%ered

19 _ info befween'+he working in?éreéf‘owners and the Unit Operator as pfbVided

20 . inffhis secfiob, whether one or more, are herein referred to as the "unit
21 opérafing agreémenf“. Such unit opefafing agreement shall aiso p(ovﬁde

22 Thg manner’ in @hich +he working ihfereSf’owner‘shallrbe entitied fo;receiv$i

23 fhéir réépecfi@e‘propdrfioﬁéfe and al located share of the benefits accruing

24 ‘heééfo in conférmi+y with their underlying operating agreements, !eaées or

25 other independénfrconfﬁacfs, and such other rights and obligations as be-

26 Twe?n'UniT‘OpefaTor and the'working in?eresf‘oﬁners as may be agreed upon

27 by Unit Operafér and the working interest owners; howeQer, no such uéif

28 operating agreement shall| be deemed either 1o modify any of the Term§ and

29 con%ifions of %his'unif agreement or to relieve the Unit Operator of -any

30 rigﬁf or obligation established under this unit agreement, and in case of any

31 inconsistency or conflict between this unit agreement and the unit operating

32 agreement, this unit agreement shall gerrn. Three true copies of any unit
33 operating agreeménf executed pursuant to this section should be fited with
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The Supervisor and two truccopies with the Commissioner and one true copy

with the Commission, prior to approval of This unit agrecment.
8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otheiwise

specl fically provided horéié, the exclusive right, privilege, and duty of
oxercising any and all rights of the parties hereto whiéh are necessary
or convenlent for prospecting for, prodUCing,'sf0r1ng, allocaf}ng, and
distributing the unitized substances aroAhorcby delegated to and shall be
exercisodrsy the Unit Operalor as herein provided. Acceptablie evidence of
title to said riéﬁ?s shall be deposited w}fh said Unif-OperaTOr and, ‘together
with this agreement, shall constitute and define the rights, privileges, and
obligafionsiyf‘UniT Operator. Nothing herein, however,‘sha1lubé cqhsfkued
to transfer fiflé to any land or to any lcase or operating agreemenf,tif~.
being understood that under this agreement Thé Unit Operator, .in its capacity
as Unit Operator, shall exercise the rights of possession and use vested in
the parties hereto onfy fof the purposes herein specified.

| 9. ORILLING TO'blSCOVERY.. Within 6 months after +he'éffecfive date
hereof, the Unit Operafér shall begin to drill an adequate test well at a.
location appro&ed'ﬁy,fhe Supervisor, if on Federal land, or by the Commissioner
if on State land, or by the Commission if on fee land, unless on such effective
date a well is being drilled conformably.kifh the Téfms hereof, ahd‘+héreafféf
contifue Sutﬂ;driliihgudiiigehffy,unTi] the Ellénburgér'fdrmafion’hésibeén‘fésféd
or uniI at a lesser depth unifized'subsfances'shélI’be discovered‘Whichﬂéan
be produced in paying quantities (to-wit: VQU§n+i+ie; sufficient fo repay the
costs of drilling, completing, aﬁd producing opérafions, with a reasonable
profit) or the Unit Operator shall at any time establish fo the satisfaction
of the Supérvisor if located on Federal lands, or the Commissioner if located
on State lands, or the Commissiun if located on fee lands, that further drill-
ing of said well wouild 5z unwarranted or impracticable, provided, however,
that Unit Operator shall not in any event be required to drill said well to
a depih in excess of 20,800 feet. Until the discovery of a deposit of unitized
substances capable of being producéd in paying quanfifies,-The Unit Operator
shall continue drilling one well at a time, alfowing not more than 6 months

between the completion of one well and the beginning of the next well, until
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a well capable of producing unitizod substances In paylng quantitles

is completed to the satisfaction of sald Suporvisor If on Fédoral land,

oir the Commissioner if on State land, or tho Cbmmissién if on fea land,

or until it Is reasonable proved that the unitized land is incapable of
producing unitized substances in paying quantitios in the fofmafEOns drilled
hereunder. Nofhihé In fﬁis.Schion shall be deemed to Iimit tho right of
the Unit Operator to resjén-as provided in Seéfion 5 hereof,-or as requir-

ing Unit Operator to commence or continue any drilling during the period

pending such resigﬁa?ionfbccoming effoctive in order to comply with the -

requirements of this.section. The Supervisor and Commissioner may modify

the drilting requifemenfs of this vection by granting reasonable extensions

of time when, in their opinion, such actlon is warranted. Upon failure

. to commence any_welﬂ provided for in This section within the time allowed,

including any eXféngfbn_of Fitie granted by the Supervisor and Fhe Cofm~
missioner, this agréemenf will automatically terminate; upon failure to

continue drilling d?[igenTIy ény well commenced hereunder, the Supervisor

~and Commissioner may, after 15 days notice to the Unit Operator, declare

This unif_agreemenfgférmfnafed.

10. PLAN OF FGRTHER-DEVELOPMENT;AND OPERAT[ON. Within 6 monfhs‘affer
completion of a well capable of produéing-uhifized ﬁubéfahces;in'ﬁéying_
quépfifies, the Unit Qﬁérafor:shall‘éﬁbmif for Thé éppkovél:6f”%héVSuPerviSOf
ahd>fhe Commissioner an accepfable‘pién of development énd operation for the
unitized land which, when approved byyfhe Supervisor and the Commissioner,
shall constitute the fqrfher drillihé aﬁd operating obligations of the Unit
Operafor’undérrfh1s;agreemen+ for the period specified %herein. Théreaffer,
from time to time before the expiration of any existing plan, the Unit Operafor

shall submit for the approval of the Supervisor and the Commissioner a pian

for an additionai sﬁecified period for the development and Opérafion of the

»unifized iand.

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 bo as comploto and adequate as ‘the Suporvisor, The Comnissionor

2 and Coimnlssion may dotormine to bo necossbry for timoly development and
3 proper consorvation of the oil and gas resources of‘The uni}ized area
4 and shall:
L 5 (a) specify tho number and Iocafioné of any wells to be drillod and
. 6 _ the proposed ordor and time for such drilling; and
b 7 (v) o the extent practicable, specify the operating practices regarded
8 _ as necessary and advisable for propar congorvafion of nafﬁral
 9 a resourcos.
to Separate p!ans.may be submitted for separate productive zones, subjéct to
il; ) the approval of the Supervisor, the éommissioner and the Commjssion.
12 Plans shall be modified or supplemented when necessary to meet changed
13 " conditions ér to protect the in?eresfs of all parties to fh?é agreement.
‘l4 ) " Reasonable diligence shafl be exercised in complying Qifh_fﬁe obligations
I5 of the approved plan of development. The Supervisor ahd’ComﬁISSSBhéf7aré o
16 authorized to grant a reasonable extension of the 6-month period herein
17 prescribed for submission of an initial plan of development where such
18 action is jusfified'because of unusual conditions or circumstances. Affer =
19 éomplefidn hereunder of a'welf‘cépé%féfbf producing any unitized substances
20 in paying qUanfifies, no furfher’wélls, except such as may be necessary to
2} afford protection agafns? operations not under this:agreement %hd'such”as may
22 be specifically approved by the Supervisor and the Commi§$§oﬁer,'shall be
25 . drilled except in accordance with a pféaﬂ6¥‘dé?efésméﬁfmébb?SVédrés herein
24 provided. | )
25 i1. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable
26 of producing unitized substances in paying quantities or as ;OOn Thereéfféf
27 as required by the Supervisor and Commissioner, the Unit Operator shal. sub-
28 ﬁif for approval by the Supervisor and Commissioner a schedule, baséd on
29 subdivisions of the public land survey or aliquot parts thereof, of all {and
30 then regarded as reasonably proved 1o be productive in paying quantities;
31 .all lands in said schedule on approval of the Supervisor and Commissioner to
§ 32 constitute a participating area, effective as of the date of completion of
é 33 such well or the effective date of this unit agreement, whichever is later.
-0 -y

Il ' :




MRV 5 e e, s

:
i
Ao
:

21
22"
23
uééa
25°

26

27

28

29

30
31
32

33

The acreages of both Fedoral “and non-Federal lands shall be based upon
appropriake computalions from Tho courses and distances shown on tho

last Spprovod public land survéy as of the effective dato of each initial
participating arca. Said schedule shall also set forth the porccnfage of

unitized substances to be allocated as herein provided to each tract in

the participating area so established, and shall govern the allocation

‘of production commencing with thecffective date of the participating area.

A separate participating arca shall be established for cach separate pool
or deposit of unitized substances or for any group thercof which Is pro-
duced as a single pool or zone, and any two or more pérffcipafihg areas .

so established may be combined into one, on apprdVaI‘of the Supervisor

and Commissioner, When'prbducTidn from two or more participating areas,

so established, Is éubséquehfly found fo be from a common pool o deposi't
said parfi&ipaffng areas shall be-combined into one effective as of sucH
approprtafe daTe ‘as may be approved or pre)crlbed by the Supervisor and
Commiss ioner. The par+|C|paflng area or areas so established shall be re‘lsed
from time fo Tlme, subject to 1ike approval, to include ‘addiFional Iand€fnen
regardéd as reasonably proved to be prOduc%ive in paying quanfifieé orvﬁece§~
sary for unit operéfTOns, or fohexclude Tand ‘then regarded as‘reasohaﬁli
proved not to be producfibe in paying'quanfifiesiand the schedule of al{o—f
cation percentages shall be revised aécbfdingly. The effective data oféanf:
reyision shall be the first déy of the month in which is obtained the kﬁéw%
ledge or jqforMafion on whibh’sdéh;ieVisfon is péediéé¥éd,Lprovidéd,'ho&eve};
that a more appropriate effective date may be used if justified by the Unit
Operator and approved by the Supervnsor and Conm|5510ner. No lahd shaii be;
excluded from a participating area on account of' deplefion of the unlflzed
substances, except that any participating arca cstablished under The provisions
of this unit agreement shall Terminate aufomaficélly whenever all compietions
in the formation on which the participating areaiis based are abandoned.

I+ is the intent of this section that a participating area shall répré-

-sent the area known or reasonably estimated to be'producfive in paying quanti-

ties, but, regardless of any revision of the participating area, nothing herein

contained shall be construed as requiring any retroactive adjustwent for
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production obtained prior to tho offoctive date of the revision of the
participating area.

In tho absonce of.pgreomenf at any time between Thé Unit Operator
and tha Siporvisor and Comni ssionar as o Tthe propoer dofihi?fon or rede-
finition of a participating arca, orrunfil a parficfpafing area has, or
arcas have, been established as provided herein, the portion of all pay-
ments affected thereby shall be impounded in a manner mutually acceptable
to the owners of working interests and The Supervisor and Commissioner.
Royalties due the United Stales and the State of New Mexico,-which'shal[
be determined by the Supervisor for federal land’a;d the Commissioner for

State land and the amount thereof shall be deposited, as directed by the

‘Supervisor and Commissioner respectively, to be held as uhearned‘ﬁbney

until a parficipaf{hé aréa is finally approved ahd-fhen applied a;”earﬁéd

or refurned in accqrdance,wiTh a determination of the sum due as Federa{

and ST§+e’r§fél+y ohnfhe:ﬁasfSNOf éuch approved ba;%fcfpéfihg‘éreé.‘ -
Whenever it is defermined, subject to Tﬁe approval of fﬁe Supervisor

as to wells drilled on Federal land and of the Commissioner as to wells

“drilled on_STéTe land, that a well drilled under this agreement is not

capable of production in paying quantities and inclusion of the iand on
which it is situated ia a participating area is unwarranted, production
from such wel | shall, for The\purposes of settlement among all partiec
ofhéFifhan wdrking’ihféreST-own;rs, be allocafed to the tand on which the
well is‘!ocafed uniess such land is already within the pafficipé+5hg area
established for the pool or deposit from which such production is obtained.
SeT%lemenT for working interest benefits froﬁ such a well shall be made as
provided'{n the unit operating agreehénT.

12. ALLOCATION OF PRODUCTION., All unitized subs%ances producéd from
each participating area established under this agreement, except any part
thereof used in conformity with good oberafing practices within The“ﬁnifized
area for drilling, éperafing, camp and other production or develdpmenf pﬁr—
boses, for repressuring or recycling in accordance with a plan of development
approved by the Supervisor and Copmissioner, "or unavoidably lost, shall be

deemed to be produced eqdally on an acreage basis from the several tracts
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of unitlzed Iand of the participating arca ostablished for such production
and, for the purposc of determining any benefits accrulng under this agrco-
ment, cach such fract of unitized land shall have allocated to it such por-
in sald participating arca bears to the total acres of unittzed land in-

said participaling areca, oxcepl that allocation of production hercunder for

" purposes ofher_fhan'for séfflemenf of the royalty, overridlbg‘rbyalfy, or

payment out of production obligations of the respective working interest
owners, shall be on the basis presc?ibed in the unit dperaf?ng égreemenf
whether ‘in cohfdrMiTwaifh the basis of allocation herein set forth or other-

wise. 1t7is hereby agreed that production of unifiiied sub%fanCGS from a

- participating area shali be allocated as provided herein regardless of

whether ady‘wel]siare'drilled‘on any par?iculér part 6r Traéf,bf said part-
iéipafing area. |f anyvgas'produced from one parficipafing’areé is used for
repréSSﬁkfhg'orfrecyblﬁhglbufposes in‘ahéfher‘parficipéfi%g%aieé, fhé’f?rsf
gas withdrawn fiom such last mentioned participating arca fériséIe during
the life of this agreement shall be considered o be the gas so transferred

until an amount equal to that transferred shall be so produéed‘for sale and

such gas shall be allocated to the participating area from which initially

produced as 'such area was last defined at the time of such final production.

I3. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS.

" Any pariy hereto owning or controlling the working interest in Sny'ﬁhffizéd

iand having Thereon a teguiar weli location may with the approvai of ‘the

Supervisor as to Federal land, the Comnissioner as to State land arnd the

‘Cormission as to privately owned land, at such parfY'S'éblegrisK, cost and

expense, drill a well to test any formation for which a paffﬁéfp%fing area
has not been established or to test any formation for which a participating
area has been established if such location is not within said pairticipating
area, unless wifhinVQO days of receipt of notice from said pér}y of his in-
Tention To-driil the weii The Uﬁi% Operator eiects and commeﬁcesffo drill such
a-vwell in like manner as other wells are drilled by the Unit Operator under
this agree&enr. :

If any well drilled as aforesaid by a working interest owner results

- 13 -




I in production such that the land upon which it is situaled may: properly bo

2 included In a participating area, such parficipaflng arca shall boe eslablished :
3 or enlarged as provided in this agreemont and fhe'well shal I Thcréaffor bo é
4 ‘oporated by ‘The UniT‘Opera+or in accardance with the forﬁg of this agreement é
5 and the unit operating nérecmonf.. E
é 6 If any well dritled as aforesald Byla working InTere;T owner obtalns
7 éprdduc?fbnAih quéhf}?ios‘ihsufficich to ju%fffy the inclusion of +he and
8 ubon which such well is si%uatcd in a participating arca, such well may be
9 operafied and produced by the party drifling tho same subject fo the conserva-~
10  tion roquirements of this agreement. The royalties in amount or value of
T production from any such well shall be paid as specified in the underlying gj
12 ’leaSG and agreecments affected. | | ' !
3 14, ROYALTY SETTLEMENT. The Unifed Sfates and any State and any %
14 royalty owner who is entitled to take in-Kind a share'oflfhe‘sdbs+énées;
15 V::now unitized hcr‘euna_éé"sha"l | ‘hereafter be entitled fo the right to take Tn
16 kind its share of the unitized subsiances, and the Unit Operator, or the 3
17 horking interest owﬁér in case cf the operation of a well by a working inter- :
.18 ésf owner‘as“hereid proQided for in‘special cases, shall maké‘delfveriés of {
19 édch royalty skare +éken in kKind in conformity with the applicable contracts, gi
20 faws and regulations. Settilement for royalty interest not taken in kind shall
21 5e made by working interest owners responsible therefor under existing con-
22 tracts, laws and regulations, or by The4uﬁif Operator, on oribefore'fhé fast
23 day of each ﬁonfh fbr gnifizéd subsTanceskproduced during the precedfhg cal-
24 endar month; provided, ﬁowever, Théf nofhiﬁg herein contained éﬁall operafe
25 to rélieve the lessées of ahy land from their respective lease obligations
26 for the payment of any royalties dus under fheir leases.
27 ~If gas obtained from lands not subject To.fﬁis agreement is.introduced
28 into any participating area hereunder, for use in repressuring, stimulation
29 of producfioﬁ, or increasing ultimate recovery, in conformity with a plan of
30 operafibns approved by the Supervisor, the Commissioner, and Commission, a
3] like amount of gas, after settlement as herein provided for any gas transferred
32 from any other participating area and with appropriate deducfion for loss from
33 any cause, may be withdrawn from the formation in which the gas Is introduced,
- 14 -
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“royalty freo as to dry gas, but not as fo any products which may be extracted

Therefrom; provided that such withdrawal shall be ol such Fimo as may bo
provided in Tho approved plan of operations or as may otherwise boe consented
to by the Supervisor, tho Comnissionor aﬁd Commission as conforming To good
petroleun ongiﬁeoring practice; and provided further, that such right of
wiThdranl shatl terminate on Tho termination of 1his unit agreement.

Royalty due tThe United States shall be computed as provided ia the

operating regulations and paid in valuo or delivered in kind as to all unitized

substances on Thé bésis of the amounts Thereof allocéfea to unitized Federal
land as‘proVided herein-at the rate sgeéified in the reépééfiVe Fedefal léaSes;
or at such iéwer rate or rates as imay be authorized by ]aw or regulation;
provided, that for leases on which the royalty rate depends on the daily aver-
age production per well, said average pfoduﬁfién shall be determined in aécor— 
dance with the operating regulations as though each parTicipafihg arca Qefe a |
sifigle consolidated lease. |

Royalty due on account of State lands shall be computed and paid on the
basis of all unitized substances allocated o such lands.

5. RENTAL SETTLEMENT. Renfé! or minimum'roYalTiés due on leases com-
mitted hereto shall be paia by workiﬁg infereéf owners feSpoﬁsiblé'fhefe?bf
under existing contracts, laws and regulations, provided that nothing herein
contained shall operate fo rélieve The lessees of any-land from their ré5péc—

tive léase obligations for the payment of any rental or minimum royalty due

“under their leases. Rental or minimum royalty for isnds of the United Sfates
subject to this agreeménf shall be paid at the rate speéified in the respective

leases from the United States unless such rental or minimum royalty is waived,

suspended or reduced by law or by approva! of the Secfefary or his’dﬁlyaau+h—
orized representative.

Rentals on Sfa%e‘of New Mexico lands subjeéf to this agreement shall be
paid at ‘the rates specified in the respective leases.

With respect o aﬁy lease on non-Federal Iand_confa?ning provisions which
would terminate such lease unless drilling operations are commenced upon the
land covered thereby within the +ime Therein specified or rentals are paid for

the privilege of deferring such driliing operations, the rentais required

- 15 -
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thereby shall, notwithstanding any olher provisions of Ihis agreament; be
p g ;

deemod to accruo and become payable during tho term thercof as extended by

7.

this agreement and until The required drilling operations are commenced
ng _

upon the land covered thereby or until some portion of such and Is included
within a participating arca. _

16, CONSERVATION. Operations hereunder and production of unitized
substancos shéll be conducted to provide for the most cconomical and effi-
cient recovery of said substances wiThouT waste, as defined by or pursuant
to State or federal laws or regulafiéns. _ |

17.  DRAINAGE. The‘Unf+ Operator shall take such measures qs>fﬁq
Supervisor and Commissioner deem appréprTaTe and adequate 1o prevent drain-"
age of unifizéd substances from unitized land by wells on land not subject
to this agreement.

18. LEA$ES AND CONTRACTS CONFORMED AND EXTENDED. - The Tefms, condifibn#y
and provisiohé”df‘aif jeases, éubleases and other contracts féréf?ﬁg‘fo ex-
éJoEa?ion, drilling, development or operations for d}l or gas on lands com-
mitied fO'Thié agreement are hereby expressly modified and amended fo the
exjenf_necesséry to make the same conform 1o the proviSionsAhereof, but
ofherwfse'Toiéemain fnifﬁll force and'effecf; and the pér}ies herefd’hereby
consent That %he Secretary as tfo Federal leases and the Commissioner as to
State leases shall and each by his abpfoval hereof, or by the approval hereof
by their dUlyééuthrized representatives, do hereby esfébiish, alter, change
6r:fékae"§hédei7;}hg; prOducfhg, féﬁfé;; miﬁ}mUm roya{fy énd royalty ne—”
quirements bf’FederaI and State leases committed hereto and the regula%fons
in respect +he}efo to conform said requirémenfs to }he'ﬁr6Visibhs of f;is>
agreemehf, ah&; without iimifing the generality of the foregoing, all leases,
subleases, and cohfrpcfs are particularly modified {n accordance with the
following: |

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

under the terms hereof shall be deeméd full performance of ail obligations

for development and operation with respect fo each and every separately
owned fract subject fo this agreement, regardliess of whether there is

any development of any particular tract of the unit area,

- 16 -



| (b) Drilling and producing operations performed hereundor upon any

2 Tract of unitizod land will bo accepted and deemed to bo performed
3 upbn and for The bencfit of cach and every tract 0F4unifized lond, and
? 4 no lease shall bo deemed to explre by rcason of fallure to drill or
% 5 produce wells sifuaiéd on tho land fﬁoroin embraced.
6 (¢c) Suspension of driljing or producing 6pcrafions on all unltized
1 - lands pursuant to direction or consbnf‘éf”THO"Secroféry and Commnissisdher
8 or their duly authorized represeatatives shall bo deemed to consfifufe
©9 such éuspension pursuant To such direction or consent as to each and évery
10 ' tract of uniTiééd land.: A susponsion of driliing or produclhg opeﬁafions.
il . - limited to specified lands shal | be applicable only to such lands.
12 (d) Eacﬁ'leaée, sublease or contract relating to the exploration,fdfifl-
I3 ing, development or operation for oll or gas of Iénds“ofher than those
14 of the UniTed States or Statle of New Mexlco commiffed‘fo fhig agreement,
15 . ‘.w;t{i'ch‘, ::by' “its terms might expire prior to fhe +e,_-n:\tné;%ionf of fm,.s ’%fgfee— -
16 T ment, s héreby extended beyond any such term so providedﬂﬁheféfn so
17 %haf it shall be continued in full force and effect for and dﬁringvf
18- the term of fhis agreement .
19 “ (e) Any Federal leaso for a fixed term of fwenfy’(203 yearé'orlanyi )
20 renewal thercof or any part of such Jease which is made subject fo
21 this agreement shall continue in force beyond the ferm‘provided‘+h§fein )
22 ' until the termination hercof. Any ofhervfederal'léase comhi?%éd Hé?éfo*
23 shall continue in forco beyond the term so provided Tﬁéféfnyaf’by faw
24 as To the land committed so long as such lease remains sub ject hereto,
25 provided that production is had in paying quantititis under this unit ‘
26 : agreement prior fo ‘the oxpiraffon‘dafe of +the ferm of Such !éase, or fh
27 the event actual drilling operations are comaenced on unitized lands,
28 . - in accordance with the provisions of this agreement, prior +o,+he eﬁd
29 of tha primary ‘term of such lease and are being diligently prosecuted
30 at that time, such lease shall be extended for two years and so long
31 thereafier as oll or gas is produced in paying quantities in accordance
32 with the provisions of the Mineral Leasing Act Revision of 1960,
33 ~ {f) Each sublease or contract relating to the operation and development

- 17 -
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of unitized substances from lands of the United States committed

to This agrcement, which b; its torms would expire priof 1o The
Fime at which' the underlying leaso, as ckfonded by The immediately
preceding paragraph, will expire, is heroby extended beyond any such
term so provided thercin so that it shall be contlinued in full force
and cffect for and during the ferm of Thé underlying lease as such
term is herein extended.

(@) Any lecase émbracing,lands of the State §f New Mexico which is
made subJecr to this agreement, shall coﬁfiﬁue in force beyond the -
rerm p"OVlde therein as to the lands committed hereto until the
fermination hereof, subject to tho piov1sions of subsection (e) of .

Section 2 and subsection (i) of this Section I8,

(h) The segregaflon of any Federal lease committed +o ThIS agree-

ment is governod by ihe following provxs:ons in the fourth pasagraph'
of Sec 17(J) of fhe Mineral leasing Acf as’ amended by the ‘Act of
September 2, I960 (74 Stat. 781-784): “Any (Federal) lease’ hereTofore
or hereafler committed to any such (unifﬁ‘plan embracing lands that
are in part within and in part outside of the area cdvered‘by any such

plan shall be segregated ian‘séparafe“léaées as to the lands committed

Vand the lands not committed as of the eff ecflve date of unitization:

Providéd, hewever, That any such lease as to the nonunifiged portionr
shal continue in force and e%fecf férifhé fefﬁ?}ﬁeféof'buf*for not
lassthan two years from the date of su h;Sé ation and co long -
thereafter as oil or gas is produced in'p%yiﬁg quantities."

(1) Any ledse" embracnng Jands of the S?afe of New Mexico having only

a portion of its lands committed herefo, shall be segregafed as to the
portion committed and the portion not commlufed, and the provisions of
such lease shall apply separately to suchjéégregéfe& portions commencing
as of the e?feéTfVe date hereof; proviﬁed; however, notwithstanding any
of the provisions of this agreemeni o the confrary any fease embracing
lands of the Stafe of New Mexico having only a portion of its tands

committed hereto shall confinue in full force and effect beyond the term

provfded therein as 1o all lands embraced’ in such lease, if oil or gas
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is discovored and Is capablo of belng produced In paylng quantities

2 from somao part of tho lands embraced in such lease at tho explration

3 of tho socondary torm of such lease; or if, al ho explrotion of tho

4 secondary form, Tho losseo or Unlt Oporator is then engaged in bona fide
5 deellling or roworklng oparallons on some part of the lands embraced in
6 such loaso, Tho <.ma, as To all lands embraced therein, shall remain In
7 : full force and of focl so long as such oparatlons aré being diligently -
8 prosocuted, and {f they rosull In the producf(dn of ofl or gas, sald
9 loaso shall conkblnuy In full force and offoct as to all of the Iénds
10 . embracod thereln, so long thoreaftor a; ol l or gos in paylng quantities
(] | . is boing produced from an9 portion of sald lands.
) 12 ()Y My loase, othor than a Faderal lease, having only a portion of ‘its
I3 lands commltted horato shall be segregated as to +he:porfion'commif}éd
14 | and tho pprflon not committed, an& the provisions of such lease shall -
15 ~apply separafojy to such segregated por%iOns commencﬁhg as ofifﬁe'éffec—:
16 G five date horeof. In the event any such lcase provides for a [u;p‘5um
17 rental payment, such payment shall be prorated beiween the porbens S0
18 segregated in proportion to the acreage of the respective fragfs{
19 19, COVENANTS RUN WITH LAND. The covenants herein shall be construed
20 _to be covenants running with the land with Eespecf 1o The'inferesf*of'fhe
21  parties lLereto and thelr sUcceséors,in inTeré;+4unTil fhiS‘agreéhéﬁf terminates,
22 and any grant,. transfer, or conveyance of infe}esf in land or IeéséS»équecf
23 heréfd shall be and hereby is con&ifidnod upon fﬁe ésgump¥i;n of all pfi@ffégéé
24 and oblligations hereunder by;fhe grantee, transferee or other successor in
25 Intorest. No agsignmopf or fransf;r of any working infefesf,.royalfy,»or
‘ 26 other interest subject hereto shall be binding upon Uﬁif O§éhé+or until the
% 27 first day of the calendar month after Unit Operator is furnished with the
28 origina", photostatic, or certified copy of the instrument of transfer.
29 20. EFFECTIVE DATE AND TERM. This agrecment shall become effective
30 upon approval by the Secréfary and Commissioner, or their duly authorized
i 31 representatives and shall terminate five (5) years from said effective date
q % 32 unlfess:
g: é 33 (a) such date of expiration is exfeﬁded by the Director and Commissioner, or
EL | |
- 19 -
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» é | - (b) it is reasonably determined prior to the expiration of the flixed
%f | 2 “term or any extension thercof that the unitized tand is incapable of
1 3 production of unitized substances in paying quantities in the formations
4 tested hercunder and after nofice of intention Té ferminafé:fhe agreement 3
5 i on such ground is given by the Unit Oﬁefa?or to all parties: in interost i
6 .af thelr last known addresseé, The agreement is Tefmfnafed with the ap- ;
7 proval of the Supervisor and the Corimissioner, or |
8 ’: (c)q a valuable discovery of unitized substances has been méde or
9 ; ' ac;epfed on unifizéd'land during said initial term o any extension
10 ;‘ Tﬁe}eof, in whichvevenf the agreement shall remain in effecf for such
-|[ . Tcrm éﬁd so long as unitized substances can be produced in duad+f+fesf
12 o sd%fiéienf to pay for the cost of producing same froin welfs%on unitized
s " land within afy participating 'aféafesfab'rish‘éa"héﬁéuﬁdérfaﬁﬁ , should
i4 ;7' préaucfién_ceasé, so long fhereéfféruas dilfgéhf dpérafiéhé%afé’fn”ﬁro—
1S : ._ gféSs for the restoration of production or diScoyery of newéprobucfiéh
16 iV ana so long Theréaffer as unitized substancss so discéVeredgcaq‘be%pro-
17 i% ‘duéed as afOfésaid,’br
18 "~ 4d) it is terminated as heretofore provided in this agreement. This
19 i: .agféemen%’may,be terminated at éhy time by not less fhéﬁf75%per_cenfdm,
20 | on an acreage basis, of the wdrking‘inféreST owners sfghafdfy’héréfo,'
2}  with The approval of The'S‘t}Béi-Wéo'ﬁ'éndi Ca.‘,i,-.:ss;p;ii;,’~;""n‘éﬂcéj of any such”
22 o approval to be given by‘fhe’UniTjOpéraTOr to all parties heréfo.
23 21. RATE OF PROSPEGTING, DEVELOPMENT AND PRODUCTION. The Dircctor is
24 héréby vested with authority to alter or modify from time Tolfiméain'hfs'disé
25 crefion the quantity and rate of production under this agreeménf when such
26 quantity and rate is not fixed pursuant fo Federal or State law of does not
27 conform +o any statewide voluntary conservation or allocation pro§ram, which
28 | i's esfabiiéhed, recognized and generalty adhered to by the majoriiy of oper-
29 - aTBrs in such State, such authority being hereby limited to alferation or mod-
30 ification in the public interest, the purpose thereof and the pubiic interest
3] to be served,Thefeby to be stated in the order of alteration or modification.
32 wi%houf regard to the foregoing, the Director is also bereby vested with
33 authority to alter or modify from time to time in his discretion the rate of
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prospecting and developmaent and the quantity and rate of production under
this agreement when such altaeration or wodification is In the intorest of
attaining tho conservation objectives stated in this agrecment and is not
in violation of any spplicable lederal or State law; provided, furfhef, that
no such alteration or modification shall be cffective as to any land of the
State of New Moxico, as to tho rate of prospecting and developing in the
absence of The specific written spproval thercof by fhe Commissioner and
as to any lands of the State of Now Mexico or privately owned lands subjéct
to this agrecmont -as o the quantity aiid rafe of prOducfibﬁ'in'fﬁe‘abgehée
of specific wriften approval thércof by the Commission.

Powers in;This section vested in ‘the Director shaT[ioh1y“be exercised
after notice to Unit Operator and opportunity for hearing to be hel& not
less than 15 days ffom ﬁé¥ice.

22. CONFLICT OF SUPERVISION. Neither the Uait Operator nor the work-

' fﬁgmfg¥é}és+ owhers nor any'bf'fhém shal |l ‘be SUBJééf*fd’ghy%f6k¥ég¥u}eé fé&ﬁ?ﬁ£7 

ation or’expirafioh of any cighfs hercunder or under any leases or contracts B
subject hereto, or to any penalty or IiaBilify on account of delay or failure
in whole or in part fo comply with any applicable provision thereof to the
extent that the Unit Operafor,;wo}king inferest owners or any of them are
hindered, delgyed or prevented from complying therewith by reason of failure

of the Unit Opeiator fo obtain ia the exercise of due diligence; the concur-

rence of proper representatives of the United States and propéer representiatives

,6f7¥ﬁe Sfa%é éf'Néw Mexico in and about any 5éf+érs or #ﬁﬁhgs>conCéﬁnihg which
(it is réquired herein that such concurrence be ébféined. The parties heréfd,
including the Commission, agree that al} powers:and authority veSTed in the
Comhissidn;in*and‘by any provisions of this agrééménf‘aré'veéfediin Thé Cém4
mission and shall be exercfsed by it pursuant to tThe pfovisions of the laws
of the State of New Mexico and subject io any case to appeéW.Or judicial re-
view as may now or hercafter be provided by the laws of the State of New Mexico.
23. APPZARANCES. Unit Operator shall, affer notice to other parties
affected, have the right to appear for and on behalt of any and all intos
affected herebyvbefore the Department of the lnfefior, ihe Commissioner of

Public Lands of +he S%a%e of New Mexico and the MNew Mexico 01l Conservation




3
32

33

Cowimission and to appeal from orders issuzd under the regulélion of sald
ﬂ)pnrtmonf the Comnission or Commissioner or to apply for reliof from any
of said regulations or in any procecedings relative Yo opsrations before the
Department of the infcrlbr, the Commlssioner, or Comnission, or any other
legally cons i futed auvthority; provided, hoaever, Ihaf any ofhor interested
party shall also havoe the right at his own expense to be heard in any such
procecding.

24, NOTICES. All notices, demands or statements rcquired herounder
‘to_be given or rendered fé the parties hereto shall be deemed fully given If
given in writing add personally delivered to The{paniy’éf sent by pos?paid

registered or certified mail, addressed to such party or parties at their

respective addresses set forth in connécfion with the signatures.herétso or

fo +he>raTificaTi6ﬁ'or consent hereof or to such other address as any such
party may have furﬁished in writing to party sendiné the no#ice,'demand or
sfa%eménf. » | |
25, NO wAlvER'OF CERTAIN RIGHTS. Ndfh{ng {n‘fhis agreement. contained
shall be consfrued as a waiver by any party hereTo of The right to-assert
any legal or consflfuflonal rlghf or defense as to The validity or lnvalldlfy

of any !aw of The Sfafe whereln said unitized Iands are located, or of the

‘United Sfafes, or regulaTiOns issued thereunder in any way affecting such

party, or as a Qaivér'by any-such party of any right beyond his or its
aufﬁéﬁify o wajvé.z ‘ |

7.'26. UNAVOIDABLE DELAY. ﬁ]lwdﬁiiga%iénsidﬁder fhiéfagfeeménf“hequlfiﬁg‘
the Unit Opsrator o commence or continue drilling or to opeféfe"én'or pro-
duce ‘unitized Jubsfances from any of the lands covered by Thls aoreemenT shall
be suspendad while the Unlf Operator, despite the exercsse of due care- and
diligence, is prevented from complying with such obllgafro1s, in whole or in
part, by sfr|kes, acts of God, Federal, State or munncnpa! law or ageﬁcies,
unavoidable accidents, uncontrollable delays in transportation, iﬁabilify
To”obfain‘necessary haferials in open market, or other matters beyond the
roasonabie control of the Unit Operator whether similar to matiers herein
enumerated or not. No unit obligation which is suspended under this section

shal | become due less than thirty (30) days after it has been determined that

- 22 -
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| the suspension s no longer applicablo. Dotormination of creditable

2 "Unavoldable ODclay" Time shall be made by the Unit Gperator subjoct to
3 approval of tha Supervisor and Commissionor, ‘ —T
4 27. NONDISCRIMINATION. In connection with the performance of work
5 undor this agrecmant, the operator agices To comply with all of the pfo- ;
6 visions of scction 202 (1) to (7) inclusivo of Executive Order 11246-(30 F.R. . i
7 12319), as amended,which are hereby incorpofafcd by roference in fhis'égrecmenf. ;
8 o 28, LOSS OF TITLE. In the event fitle fo any tract of'uniTizedAjfﬁémmr
9 B shﬁ]l fail and the true owner cannot bo induced To join in This Uniflabrqef T
10 . . ment, such tract shall be automatically regarded as not commi#féﬁ‘ﬁégé}o
R and there shall be such ﬁéédjﬂsfméhf of fuTure costs and benefits as méy )
~12 T be required on account of the loss of such title. In the event df_a dis~,
I3 pute as to title 1o any royalty, working interest or ofhéﬁ‘ﬁnféresfs subject
I4 - thereto, payment or delivery on account thercof may be‘wifhhé}d wj}hodf
15 liability for interest until the dispute is f‘inany’ se~++|éd;'pl‘OVidéd,%’rih:éﬁ;,
16 aé to Federal and State land or leases, no payments of funds due the United
17 States or State of New Mexico should be withheld, but such fu:jd§ of “the
18 UnifédASTafeS'shall be deposited aS’&ireéTed“by'fheiSuPef§i$6r*and such
19 funds of the State of New Mexico shall be deposited as directed by the
20 Commissioner to be held as inearned money pending final settiement of fhé
21 title dispute, and then applied as earned or returned in accordance wi%h
22 such final settlement.
23 Unit Operator as such is relieved from any responsibility for any
24 defect or failure of any title hereunder.
25 29. NON-JOINDER AND SUBSEQUENT JOINDER. 1f the owner of any sub-
26 stantial interest in a tract within the unit arc . fails or refuses to sub-
27 scribe or conseat 1o this agreement, the dwner of the workiﬁg interest in
28 that tract may withdraw said fract from this agreement by written notice.
29 delivered to the Supervisor and the Commissioncr and fhe~Unf?f0peraTor
30 ‘ prior to the approval- of this agreement by the Supervisor and Commfssioner.
31 Any oil or gas in?erésfs in lands within the unit area not committed hereto
32 prior to submission 6f'+his agreement for final approval may thereafter be
33 commi tted herefo-by the owner or owners thereof subscrfbing or consenting
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1 to this agreement, and,\if the interest is a working Inlerest, by |he owner

2 of such interest also subscribing to the unit operating agrecewent, Affer”

3 operations are commenced hercundor, the right of subsequent jolnder, as
——4=—"""provided in this secticn, by a working interest owner is subject to such

5 requirenents or approvals, if any, pertaining to such joinder, as may be

6 provided for in the unit operating agreement. ﬂffer'final approval hereof,

7 Joinder by a non-working interest owner must be consented to in writing by

8 the wérking intferest owner committed hereto and responsible for the payment

§ointtof any beneiiis ihal may accrue hereunder in behalf of such non-working

%

10 interest, A non-working interest may not be con%ﬁ#fed to this unif’égree—,

1 ment unless the corresponding working interest is committed hereto. Joinder

12 +to the unit agreement by a working interest owner, at any time, must be’
i3 accompanied by appropriate joinder to the unit oper?fiﬁgAggreeméﬁf,kif more
‘j4» J théﬁzone committed working interest owner is involved, in order for he
_flS interest to be regarded as commjtied to this uﬁif agreement. Except as
i6 may d?herﬁiSerherein be provided, sbbseqﬂenf Jjoinders to this agreement shall
17 be effective as of the first day of The month folloWing the filing with the
18 ‘ SuperviSor‘and the Commissioner of duly executed EodnTerparfs of all or any-
19 paperg ﬁecéésary To'esfablish effective pommi+menf of any fracf to this |
20 agreehenf unless objection to such joinder is duly made within 60 days by
21 the Supervisor, provided, howeQér, that 4s to Sféfe lands all subsequent
22 joinders must be approved by Thé Commiss foner.
23 30. COUNTERPARTS, This agreement may“be executed in»any number of
24 counférparfs no one of which needs to be executed by all parties or may
25 be.ra%ifiéd or consented to by separate instrument in writina sepcifically
28 referfing hereto and shall be binding upon all those parties who have exe-
27 cuTed°sucH a c§un+erpar+, ratification, or consent hereto with the same
28 force and effect as if all such parties had signed Tﬁe same document and
29 7 regardless of whether or not it is executed by all other parfies owning
30 or claiming an interest in the lands within the above described unit .area.

- 24 -
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l 31, NO PARINERSHIP, It is expressly agreed That the relation of

2 the parlies hercto Is that of independent contractors and nothing in “this
3 agreement contained, expressed or lmplied, nor any operations conducted

4 hercunder, <hall create or be deecmed to have created a partnership or

5 associalion between the parties hercto or any of them.

6 IN WITNESS'WHEREOF, the parties hereto have caused this agreement

7 to be executed and have set oppdsifé their respective names the date of

8 executfion,

UNiT_OPERATOR AND WORKING INTEREST OWNER

. ATTEST: - NG GHL OOMPANY
- S S U S . s o SR .
¥W. F. Roden, President
DATE:

ADDRESS: P, 0. Box 767 .
Midland, Texas 7970|

WORKING INTEREST OWNERS

ATTEST:

BY:

DATE:

ADDRESS :




THE STATE OF TEXAS i

COUNTY OF MIDLAND i

. day

The foregoing Instrument was acknowledaed before me this

of ., 1974, by W. F. RODEN, President of HNG OlL

COMPANY, on behalf of said corporation.

Notary Public in and>fof Mid!and County,
Texas

My CommjssiqnnExpires:{ 7 o -

June 1, 1975
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N

(

140.29 V4024

1 40.33 ! 0,33

2=
=
iR
i

3404
=

00

LY

by
W

)

1 Js i

Federal

State Land
Patented Land

Federal Land

State Land

@ Patented land

Zxxodd :
BTN i

1083° 2315
T Ty

EiEd T I (Al A

EXHIBIT "A"

DOGIE DRAW UNIT ARFA

7-26-F, R-36-E

lca County, New Mexico

NAIBCAA

(SR |
AN 8 t

ARl
HNG DL Corr, PRy

®

NM 1B 4

AT

Acres

4,442.16
640.00

Land

5,122.16

HNG o1 GrPany

_,L-Z"" 49 L LFA L ERN AL S ; ;

3 : ¢ . s +
$ ; £x o e
2 I
x‘,,% 7."',_ BYA a |
g'\’ ! "- 3
A i
RER -
9.2 % :
g i
N 1-."' I '
x NI .
s® - : |
Vf.__“_-_;--_.,'l?-i’i,._.. 1: \ A 1vza 1 1 ATLE KN L NS LK LS

l f : o

3 | ExxXoN 7 !
<Q
by P : : : ; 1
- 2t 2 ing: @ CRNG 2w G i
G | . | 2l at "‘- -
L @ ARG -y O, A A
3 ] |
= -
~

————R.LownT E5T FT AL =

- T long BT €7

B I —
— Al ——
e e e e

e i e

3
- 1.

S TATE T

e E e 1R e e 0 e e v em el § W TR

"~ Percent

86.724
12.495
781

100.000

-

@ Denotes tract mumber on Exhibit "B

e Y R N ik wen



o .‘m.mXIﬁmﬁH._.,«m:

{

| [DOGIE DRAW UNIT AREA

I T-26-5, R-36-E, N.M.P.M,
Lea County, New Mexico

'

1

SERTALINO. & EXF.

DESCRIPTION O NUMBER OF  DATE OF LEASES , BAS1C ROYALTY OVERRIDING ROYALTY WORKING [NTERSST
TRACT NO. LAND . ACKES (New Mexico Serials)  QWNERSHIP. PERCENTAGE LESSEE OF RECORD AND_PERCENTAGE AND PERCENTAGE
! Sec. 5: NE/4 SW/4 40.00 NM-510- = - USA Al = 12.5 - Exxon Company ‘Betty Heiske!ll: 3% Exxon: Al
L 9-30-76 .. , T T | S )
2 Sec. 5: N/Z & NW/4 sw/4 360.00 NM=6726 : USA All - 12,5 Exxon Company Charlie Bussell,et’
6-30-78 , A ux,Mavis Bussell: "I1% Exxon: All
Central Southwest
0il Corporation: 4%
3 Sec. 5: SE/4 SW/4 & SE/4 - 200.00 NM-6727 B USA All - 12.5 Exxon Company A. Tishman, et ux, Exxon: Ajj
q 6-30~78 w _ 3 , Margaret W.Tishman:
: : Production Payment
; of $750/acre out
t: 5%
: 4 Sec. 8: NW/4, N/2 Sw/4, 600.00 NM-7827 “ : “USA .. AltL - 2.5 Exxon Company Federai Qi! & Ges Exxon: All
SE/4 SW/4 , 9-30-78 w W Leases, Inc.: 4,5%
Sec. 9: N/2 , , w , John R. Less: 0.01875%
B , : : Tom B. Roston: 0.0125%
; D.Michae! Dowdie: 0.0125%
Harry B.Heutel:  0.00625%
5  Sec. 8: SE/4 SE/4 80.00 NM=17249 | , USA All - 12,5  BTA Oil Producers  T.M.Thomas,et ux, BTA - All
Sec. 9: NE/4 SE/4 : 12-31-82 ' L Josephine Thomas:
; ; _ : , Production Payment
i . of; $750/acre out
| , _ 2 . of: 5%
6 Sec. 6: Lots 1,2,3,4, 1,921,692 NM-18544 - USA All - 12.5 HNG Oi | Company V.d.Wiison, et ux, HNG - Al
' SE/4 SE/4 ; 6-30-33 | Marilyn Wilson: 5%
Sec. 7: Lot 4, SE/4 NE/4 , m , A ‘
Sec. 8: NE/4, N/2 SE/4,SW/4 SE/4
Sec. 9: SW/4, W/2 SE/4 ; M
Sec. 17: S/2 N/2, S/2 :
Sec. 18:

Lots 1,2,3,4,E/2 W2, E/2 | |

v Poanm o bpeaaa v
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| ‘ R o _ “ Page 2
_ T SERIAL NO. & EXP. T : , A |
DESCRIPTION OF NUVMBER CF = DATE OF LEASES BASiC ROYALTY , OVERRIDING ROYALTY WORKING INTEREST
TRACT NO. LAND >0Dmmw (New Mexico Serials) .ozzmmmx_n PERCENTAGE LESSEZ OF RECORD - AND_PERCENTAGE AND PERCENTAGE
7 Sec. 6: NE/4, E/2 W/2, 1,000.47 NM=18645 USA Al - 12:5 BTA Oil Producers R.E.Frasch, et ux, BTA- Al
NE/4 SE/4, W/2 SE/4 6~30-83 , , : Constance J.
Sec. 7: lots 1,2,3,NE/4 W . o , Frasch: 2.5%
‘NE/4, W/2 E/2,E/2 W T ; , . C.E.Strange, et
w/2, E/2 SE/4 A M A ux, Sherrie R.
. m , M | Sfrange: 2.5%
8  Sec. I7: NW/4 NW/4 40,000 NM -9554264 T USA Al - 12,5  Exxon Company  Richard B.Carter: 5% Exxon - Ali
6~30-74 | - |
9 Sec. 5: SW/4 SW/4 40.00 NM-0559812 @ UsA Al] = 12,5  Exxon Company . Alfred D. Heeley, Exxon - Al
_ , 4~30-76 m ) o et ux,L. Jane
: Heeley: 3%
10 Sec. 8: SW/4 Sw/4 40.00 NM-0559813 .. USA All = 12.5  Exxor Company Lucy M. Eng!lish, | Exxon - Ail
. 4-30-76 . . C et vir, Lawrence
. , | ; English: 10% of 5%
_ A Ernest A. Hanson,
W : et ux, Beulah lrene
. : ; " - HManson: 90% of 5%
11 Sec. 17: N/2 NE/4, 120.00 NM-0560259 USA All - 12.5  BTA Oil Producers  Jack J.Grynberg,et  BTA - Al
NE/4 NW/4 ! “6~30-76 , ux,Celaste C. ,
; _ Grynberg: 3.125%
Albert Barnes Zink,
et ux, Helen
Zink: 35.125%
|| Federal Tracts containing a.p»m._w acres, or mm.qm»w of “Unit Area
12 Sec. 16: N/2 320.00 L-6453 ¥ State Al4 - 12.5 % rWme<,mm«vs Lowe None M.Raiph Lowe, Inc.: 505
' W g-i-81 : . Trust No. 3 _ Erma Lowe: 25%
T o % - Istate of Ralph Est.Raiph Lowe: 25%

i | . “Lowe, Dec'd.
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"SERIAL NO. & EXP.

'NUMBER OF  DATE OF LEASES = .BASIC ROYALTY

DESCRIPTION OF / , A OVER NG ROYALTY WORKING INTZRZST
TRALI NO. r)zo ACRES (New-Mexico Serials) OWNERSH P - PERCENTAGE LESSEE OF RECORD- AND AND PERCENTAGE
I3 Sec. I6: S/2 , wmo.ov - L-6731 State All - 12,5 .4 - Mary Ralph-Lowe None M.Relph Lowe,inc.: 50%
. M I1-1-81 Trust No. 3 Erma Lowe: 25%
3 - Estate of Ralph Est.Raiph Lowe: 25%
~‘Lowe, Dec'd.
2 State Tracts containing '640.00 acres, or 12.495% of Unit Area ’
W t4 Sec. 9: SE/4 SE/4 - 40,00 Patented . C.H.Lewis, et HNG Oi ! Company None ENG: 12.50%
| [-14-79,et seq. ux,M.P.lLewis: 1/8 = 18.75 o ,
: . L Loxo__ mooxwmg. Exxon Company Nene Exxor : 69.40%
i ; : . et ‘al: 583/840 - 18.75 “ ,
ﬁ M , Cities Service:1/6 - Unieased Urleased None Cities Service: 16.67%
| Western Reserves None Western Reserves: 1.43%

: , A : o , . : 1/70 - Unleased Ur leased

.

| Patented Tract containing 40.00 acres, or 0.781% of Unit Area

\

| t
|
{
b

TOTAL:

I4 Tracts containing m._wmm_m acres in entire Unit ‘Area.
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State of New Mesico TELEPHONE

505-827-2748

CALEX J. ARMIJO February 28, 1974 o0, ok 148 -
§OMMIS$IONER - ) - SANTA FE, NEW MEXI&O

Griffin, Ross & Burnett, Inc.
2102 Wilco Building.
Midland, Texas 79701

Re: Proposed Dogle Dravi Unit
Lea County, New Mexico

'ATTENTION: Mr, Kerneth H. Griffin

N

Gentlenen:

In reply to your letter of February 20, 1974 in connection with
the subject unit, we have no obJectlon to the unit area as Jutlined in
your Exhibit "A",

Approval of - the proposed unit will be conditioned on receipt of
a unit agreement th.ch will meet all requirements and also that will be
acceptable by the United States Geological Survey and the 0il Conservation
‘Commission.

On submitting your Exhibits "A" and "B" please show the Assignment
Number right after ‘the Lease No. { L-6453-1 and L-6731-1).

Ve;y truly yours,

ﬁxzazmw

RAY D. GRAHAM Director
0il and Gas Department

AJA/RDG/s
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AR O35 74

BNG 0il Company
P.0, Box 767 )
Midland, Texas 79701

2273

Gentlemon:

Your application of February 18, filed with the Area 0il and Gas
Supervisor, Roswell, New Mexico, on February 21, requests the designation
of the Dogie Draw un1t ‘area embrac1ng 5, 122 16" acres, ‘moré “or less, Lea
Founty, New Mex1co, ‘as loglcally subJect to exploratlon and development
under  the unltlzatlon provisions of the Mineral Leasing Act as amended.

Pursuant to unit plan regulations of December 20, 1950, 30 CFR 226.3,

(1968 reprint), the land requested as outlined on your plat marked "Exhlbxt
A, Dogie Draw Unit Area, Lea County, New Mexico," is herLby desxgnated as

a logical unit area.

The unlt agreement ‘submi'tted for'the area deSLgnated should prOVLde for
the dLLlang of ‘the  initial’ exploratoxy well to test the Ellenburger or
to a depth of 20,800 feet. As proposed by your application, the form
of agreement for unproved areas (1968 reprint) should be used and modi-
fied to apply to both Federal and State of New Mexico- 1ands.

In the abséerice of any other type of land requxrlng spec1al prov1510ns
or any obJectlons not now apparent, a duly executed agreement identical

to the 1968 reprint, modified only as outlined above, will be approved

if submitted in approvable status within a reasonable period of time.

Towever, the right is reserved to deny approval of any exécuted agreement

which, in our opinion, does not have full commitment of sufficient lands

tokafford effective control of operations in the unit area.

Please include the latest status of all acreage when the executed
agreement ig tronsmitted to the Supervisof fox approval. The [ormai
of the sample exhibits attached to the 1968 reprint of the standard
form should be followed closely in the preparation of exhibits A

and B.

Inasmuch as this arca contains State of New Mexico lands, we are
sending a copy of this letter to the Commissioner of Public Lands

BEFORE EXAMINER STAMETS
OIL CONSERVATION COMMISSION
 EXHBITNO_S
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&5 and we Ask Ehat you colitact tiie ‘CommisSioner bafore
joinderxs.

Sincerely yours,

Govee 2 e N y

‘Conservation Nanager, Central Region
For the Director |
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Docket No. 6-74

DOCKET: EXAMINER HEARING - utmmsnn - MARCH 13, 1974

©9 A.M. - OIL CONSERVATION COHMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING' - SANTA FE NEW HEKICO

The following cases will be heerd before Richard L. Stamets, Examiner, or Daniel S.
Nutter, Alternate Examiner: S :

ALLOWABLE: (1) Considération of the al‘owable production of gas for '
-April, 1974, ‘from sevénteen prorated pools in " Lea,
,Eddy, Roosevelt and Chaves Counties, New Kexico"

(2)"Consideration ‘of the allowable pfbductiOn ot gé‘“ff&ﬁ“’

e R five prorated-pools in San Juan, Rio Attiba;’and’ /=
ff/ “Sandoval Counties, New Mexico, for April, 1974,
<<:’QA§E 5179: Application ‘of “HNG- 011~ Company for a’unit ag "i’t“ihéi?é%un g,oitie LEn

‘ New México. Applicant, ‘in “theé above<st: 1ed~cause”'seeks approval
\\\\ for the Dogie Draw:Unit Atea’ comprising 5,122 attes, more 6r’less
of State, ‘Federal, and fee lands in Township 26 South,»Range 36
East, Lea County, New Mexico._

CASE 5180: Application of " Amoco Ptoduction Company for-a: unit agteement, Lea
County, New ‘Mexico. - Applicant, in the above—styled cause, seeks__\_, B
approval ‘of *the Rock’Lake UnitArea compriaing 5760 acres,’ more SO s
or léss, ‘of State and fee lands in’ Township 22 South, Rsnge 35
East “Lea County, New Mexico.
" CASE 5181: ,Application ‘of? Amoco Production Company for a‘unit’ agreement Eddy
T CCounty, ‘Néw' Mexico.v Applicant, in’Ehe” above—étyled cause, seeks
" approvdal of théiTrail Canyon ‘Unit” Atea comprising 5758 acres, more
or "léés; of 'State;® ‘Féderal -and” fee: lands in Toanship 24 South

e s ; -y
[ PP ,R__nge 23 Pnat,~?flﬂw f‘AhntY’ Ha. ,chicc.

CASE 5182:‘-Application of’ Perry ‘R Bass for c&mpulsory pooling,
New Mexico. Applicant, in the
pooling all mineral interests in- th Pennsyl‘ nian formation under—,
lying the W/2 of - ‘Section 15; Towmship 21 ¢ ge-. y P

~‘adjacént” to theé Burton' “Flits Field,>Edd :
dédicated ‘to a’ well ‘to 'ba*dfilled 'dt a‘stdn dard5 ocation 17 Fhe W/2
‘of ‘said Section 15. Also ‘to be considered will'be thé cost of
drilling and completing’ saild well ‘and -the allocation of such costs,

" as'well as actual operating’ costs ‘and- charges’ for supervision.‘
Also to ‘be considered is the designation ‘of applicant as operator
of the well-and a charge for risk involved in drilling said well




Examiner Hearing - Wednesday - March 13, 1974 -2-

CASE 5183:

CASE 5184:

CASE 5185:

CASE 5186:

’Application of Amini 011 Company for an unorthodox oil well
_location, Lea_ County. New Mexico. Applicant, in the _above-

‘at an unorthodox’ loéation for said pool 1780 feet from the CC
“South line and 460 feet from the West line of Section 36, : -

well location and - two ‘non-standard oil. .pro

styled cause, seeks, as an exception to the: North: Vacuum Abo
Pool rules, authority to drill its Pennzoil State Well® No. 2

Township 16 South, Range 34 East, Lea County, New Mexico. :

Application of Mountain States Petroleum Corporation for an
unorthodox. gas: well location, Chaves County, New Mexico.q‘
Applicant, in the: above—styled cause, seeks8, as an_ exception

to the Buffalo Valley—Pennsylvani&n Pool rules, approval for an
unorthodoxfgas well'location for:a well:to.be:drilled at a.
point ‘990 feet. fromithe South and . West ' lines of - Section 36,
Township:14 South Range 27 East, Chaves: County; New. Mexico.

Application of. Rice‘Engineering & Operating, Inc. for salt
water disposal, Lea County,.-New Mexico.  Applicant, in the

-above-styled cause, . seeks: authority to- dispose. of produced :
.salt water into:the Abo formation f the open-hole .and perforated a0
interval from 8442 feet to 9150 feet 4n-its. Abo Sﬂq WEII No. 2

located in Unit C of Section 2, Township 17 South Range 36

-East, Lovington Abo Pool Lea: County,: New Mexico,

Application of Amerada Hess Corporation for an unorthodox oil

1 vtion units, Lea County,
New Mexito. Applicant, in the above-stylev ause, seeks, as-an
exception to the Bagley Siluro~Devonian Pool” ies@ the’ formation
of .two non-standard proration units-in Section -35 ‘

. :South, -Range 33 East; Lea: ‘County;. New- Mexico, ‘the: first being‘a 40"

CASE 5187:

_.acre unit comprising the NwW/4 SE/4- -to. ‘be dedicated ‘to applicant s

State BID Well No: 2, and. the second:being:an 80-acre unit com-
prising the SE/4 SH/4 and the -SW/4 58/4 to be:dedicated to .applicant's

State BTD Well No. 1, proposed to be drilled at an' unorthodox
.location for said. pool 660 fic from ‘the South 1line and 1900 feet

from the. East lineé of Said Section 35.

‘Application of Inexco Oil Company for compulsory pooling, Eddy )
,County, New Mexico.; Applicant, in the above-styled cause, - seeks an
order pooling all mineral 1nterests in the Pennsylvanian formation

underlying Section 17 Township 21 South Range 26 East, Eddy County,
New Mexico, adjacent to the Catclaw Draw-Morrow Gas Pool, to be
dedicated to a well to be drilled at a standard location for said
pool. Also to be considered will be the cost of drilling and
completing said well and the allocation of such costs, as well as
actual operating costs and charges for supervision. Also to be con-
sidered is the designation of applicant as operator of the well and
a charge for risk involved in drilling said well.
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CASE 5188:

CASE 5190:

CASE 5191

CASE 5192:

CASE 5124:

Application of Continental 0il Company for downhole commingling,
Lea County, New Mexico. Applicant, in the above-styled cause,
seeks nuthority ‘to commingle Drinkard and: Blinebry: production in
the wellbore of fts lockhart B-1 Well No. 8 located f{n Unit H of
Section 1, Township 22 South, Range 36 East, lLea County, New Mexico.

laaon for-an- nnnvrhndnv.niT ua‘l'l 10699-{07\

s Aaa Fedy”

Chaves County, “New co, Applicant, in the above—styled cause,
seeks approval for the unorthodox location of a well proposed to
be driiled at a point 1340 feet from the South line and 1300 feet
from the East line of Section 12, Towaship 13 South, Range 31 East,
Caprock-Queen Pool, Chaves County, New Mexico.

Lo A
-~ <
Me 1

Application of. Utiton 011 Company of California for pool creation and-
special ‘fules; Lea County, New Hexico. Applicant, in the abo' —styled
cause; seeks the creation of a new Moriow gas pool for. its Pipeline

Deep Unit Well No. 1 located in Unit J of Section 17, Towoship 19

South, Range 34 East, Lea County, New Hexico, and for the promulgation

of special rules therefor including a. provision for 640-acre spacing.», ‘)

‘Application of Murphy Minerals Corporation Eor a waterflood project,

Eddy County, New Mexico. Applicant, in the above-styled cause, .seeks

authority to institute a waterflood project by the injection of water

through two wells ‘into the Grayburg-San Andres formation on its Gissler

“B" lease in Sections 11 and 12, Township 17 South, Range 30 East, :
Square Lake Pool, Eddy County, New Mexico. . v o

In the matter of ‘the application of the Oil Conservation,Commission
of New Mexico upon its own motion for the extension’of the follow- J
ing pools in Lea County: _ , S o : ;

Antelope Ridge—Morrow Gas Pool

EK Yates-Seven Rivets-Queen Pool
House-San An res Pool

Humbie City-Atoka Pool

North Shoe Bar-Wolfcamp Pool -

Trass Papalotes-?ennsylvanian Pool
Wantz-Granite Wash Pool

(Continued from the February 13, 1974 Examiner Hearing)

Application of Relco Pefroleum Corporation for compulsory pooling and
an unorthodox gas well location, Lea County, New Mexico. Applicant,

in the above-styled cause, seeks an order pooling all mineral interests
underlying the S/2 of Section 30, Township 20 South Range 33 Eadst,
dedicated to a well to be drilled at an unorthodox location 660 feet
from the South line and 1300 feet from the East line of said Section
30. Also to be considered will be the cost of drilling and completing
said well and the allocation of such costs, as well as actual operating
costs and charges for supervision. Also to be considered is the desig-
nation of applicant as operator of the well and a charge for risk
involved in drilling said well.
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CASE 5140: (Continied from the February 13, 1974, Examiner Hearing) -
Application ‘of Pierce & Dehlinger for compulsory pooling, vada-
Pennsylvanian Pool, Lea County, New Mexico. Applicant, in the
above-styled cause, 'seeks an order poolin 7all ‘mineral interests

in the Vada-”ennsylvanian Pool’ underlying ‘the NWI4 of Section
')I.,‘ 'rcunahln Q@ South. anoe 31 Eagt lea’ ("mmrv anu Mr.nging “to

STeL; o ORI

,be “dedicated to the King Resources Sheridan Well No. 1-A located
in Unit € of said Section 24. Also to be congidered is ‘designation
" of the applicant as operator of thé NW/4 of said Section 24 and
the well located thereon, provision for allocation of actual
operating costs and charges for: supervision, and allocation of costs_ S
for reworking said well inéluding a ZOOZ charge attributable to any -
"non—consenting uorking interest owner's pro rata share of said
uorkover costs, for the risk’ 1nvolved in said workover.

]

CASE 4956: (Reopened) (Qontinued from the February 13 1974 Examiner Hear ng

o

5 : Applicant, as operator of ‘t
‘Well No. 1 located in’ Unit M of Section 13, Township 9 South,’ ‘Range
33 East, Lea County, New Mexico, to which well is dedicated the SW/4
of said Section®13, all mineral interests in the Vada-Pennsylvanian
Pool thereunder having been’ pooled by Commission Order No: R—4560
‘seeks the ‘determination of reasonable well costs attributable to

’applic ““and’-to*King Resources; includi?g, ‘but’not’ limite to, the ;-
- costs of reworking and’ placing said ‘Sheridan ‘Well- ‘Noi~ 1 back ‘on :
production and attorneys fees in connection therewith. ~Applicant
further seeks an order assessing, as a charge for the risk involved
in the reworking of the well, 1202 of the pro rata share of the
reasonable well costs attributable to’ the working interest of King
Resources.. ’
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NEW MEXTCD OFT, ‘CONSERVATTON COMMISSION
State Land ce”'BulldJ_ng
Santa Fe, New Mexico

Attention: Mrs, Ida Rodriquez

Gentlemen:

In behalf of HNG 011 al . ¢
set at the earliest p0551b e meetlng to consider the: approval
of the Dogie Draw Unit in Lea County’, New Mex1co, as outllned

on the attiched plat. T .

This unit will be for exploratory purposes and covers 5,122, 16

acres, being owned as follows: e
Oumer Acreés : Pe-;;:;itag e
~USA C 4,442.16 86.724
.~State of New Mexico 640.00 12.495
_Fee 40.00 .781
- 2L

5,122.16 100.000%

Please advise if any additional information is needed in order
to schedule this matter for an early hearing,

" Yours very truly,

' GRIFFN ROSS Bl STT, INC.
| ,fﬂw o/
Kenneth H, Griffin
cc: Mr. Ted Fergeson

HNG OIL COMPANY DOCKET MAILED
Midland, Texas ’ : 2-/- 7}/

KHG :mw
Encl.




EXHIBIT "A"

DOGIE DRAW UNIT AREA

Lea County, New Mexico - S ‘
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Acres Percent
| Federal Land 4,442,16 86.724
State Land 640,00 12 408
Patented Land 40.00 781

y 5,122.16  100.000

-




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

' \L ﬁ’L/ CASE No. _51_19____>
fl . \/I Order No. R- 7'/ 152

APPLACATION OF |\ HNG OIL COMPANY

. POR/ APPROVAL OF THE  DOGIE DRAW

T AGREEMENT, _ LEA __ , COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE .COMMISSION:

This cause .came on for hearing at 9 o ‘clock ‘a.m. 6n

‘March 13 . 1984 , at Santa Fe, New Hexxco, before Examiner
,RJ.charﬁdA L. Stamets,

~ NOW, on this day of __March - 19674 “the Commission,
a quorum 'bemg Present, having considered the test:unony, the record,
and the recommendations of the Examiner, and being fully adv:.sed
in the premises,

FINDS:
"(1)' That due public notice having been given as ‘réi;riiiréd‘b;’y

law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, __ ENG 0il Company -

seeks approva]_ of the Dogie Draw - Unit ;Agr‘e‘eln'_ent
State, . -
covering 3, 1‘2 |G acres, more or less, of Federal lands
and Fee ]

described as follows:

LEA ___ COUNTY, NEW MEXICO
TOWNSHID 26 SOUTH, RANGE _36_EAST, NMPM -

TR o v S A K v T
SCC\If,mf,o pe \J )wu h ﬁ A”
7/;
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(3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit area.

IT IS THEREFORE ORDERED:

(1) That the Dogie Draw Unit Agreement
is hereby approved.

(2) ‘That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,

__that notwithstanding any of the provisions contained in said uxut o

agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and developmer: of any
lands committed to the unit and production of oil or gas therefrom.

(3) That the unit operator shall f!le with the Commission -

an .executed original or executed counterpart of the unit agreement

within 30 days after the effective date thereof; that in -the event
of subsequent joinder by any party or expansion or contraction of
the. unit area, the unit operator ehall file with the COumusion
w:.thin 30 days thereafter counterparts ‘of the unit agreement e
reflect:.ng the subscription of those interests hav:.ng joined - or
ratified. ,

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

termination of said unit agreement; and that the last unit opera-

for shall notify the Commission immediately in writing of such

terminatioh .

(5) That jurisdiction of this cause is retained for the

~entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.
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EXAMINER HEARING

— e vm e wwm e s mw s e S e Sme WS G MES e S mme  wem -

IN THE MATTER OF :

)
;
Applicatxon of HNG Oil Company for ) ‘ -
a unit’ agreement, Lea Ccunty, New ) Case No., 5179
Mexico. ) .
’ )
D

—— aw Gmp e EEE s S ER U e e TG e R G s G W W

BEFORE: Richard L. Stamets, Examiner.

TRANSCRIPT OF HEARING

APPEARANCES

— . S e SR SRS hape  seem e e mee

William Carr, Esq.

Legal Counsel for the
Commisaion, ;

State land Office Bldz.

Santa Fe, New Mexico

For the New Mexico 0il
Conservation Commission:

James T, Jennings, Esq.

Jennings, Christy &
Copple

1012 Security National
Bank Building

Roswell, New Mexico

For the Applicant:

THE NYE REPORTING SERVICE
STATE-WIDE DEPROSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW JEXICO 87501

TEL. (505) 982- 0386




CASE 5179

Page...ccco.. ... 2.
INDEX
PAGE
‘:(ERNETE’. H., GRIFFIN
Direct Examination by-Mrs-Jennings . R
Cross Exsmination by Mr. Stamets 7
‘ CHARLES R, TIERCE
Direct Examination by Mr., Jennings : 8
3 EXHIBIIS
Marked ~  Admitted
Applicant's Exhibits Nos. .

1, 2 and 3

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSOMN STREET
SANTA FE, NEW MEXICO 87501
TEL. (505} 992-0386




GRIFFIN-DIRECT : CASE 517
Page........ ... ...

MR, STAMETS: We'll call the next case. Case
5179, J

MR. CARR: Case 5179. Application of HNG oil
Coiipany foria unit agreement, Lea County, wa>uex1cob

MR, JENNINGS: 1I'm James T. Jennings, of Jenhingé
Christy & cbpp‘le; appearing for the A’;;biibjnt;,inic o1l
Company, and we will have two witnesses, Pﬁu Gtiffin and
Mr.

(ﬁitgess sworn.)

KENNETH H, GRIFFIN

called as a witness, having been first duly‘swéfn, was
ex;mined and teStified as follows:
MR, STAMETS: You may preceed, Mr. Jennings.
| DIRECT EXAMINATION |
BY MR, JENNINGS: ‘
Q Would vou state your name., residence and occu-
pation, please. ;
A Kenneth H, Griffin, Midland, Texas, and I'm
an Oil Operator Consultant in Midland Texas.
Q Mr, Griffin, are you familiar with the Applicatio
that has been filed herein for the approval of the Dogie
Draw Unit?

A Yes, I am,

THE NYE REPORTING SERVICE
STATE-WIDE DEFOSITION NOTARIES
225 JOHRNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386

ﬁﬁﬂ_—-—
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GRIFFIN-DIRECT CASE 5179
‘ Page.......... 8. ..

Q I believe you assisted in the preparation of

wwﬁat has been marked Exhibit 1 which is the Unit Agreement?

A Yes, that is right,

Q Would you briéfly describe what the Unit Agree-
ment tBuehing‘uppn~thé~unit ire#;’the‘unitized subatance,»
the Operatof, the dr{iling obligations,‘depth of your
objective well and the plan of dev§1opment and participaé?
tion, etc.? |

A The Dogie Draw Unit Area comprises 5122 acres

in Township 26 South, Range 36 East, Lea County, New

| Mexico, and is being formed for the purpose of drilling

an éxploratory‘well of 20,800 feet to test the
Ellenburger Formation. The proposed4unit is based;bn

a 1
L€ LS

Agreement amended to properly take into account that

there is 620 acres of State land involved and 40 acres

of patépted land involved in this particular unit area,
It follows the standard provision that upon discovery of
production a participating area will be established ﬁpon
approval of the‘Director and the Commissioner which will
control what area will be included in the original par-
tiéipating area based on geology. The initial well must

be commenced within six months of the date of approval

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOKNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386
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4 » CASE 5179
GRIFFIN~DIRECT 5

of the Unit Agreement and there is a plan of further
development following the standard provisions of the
Agreement.

Q  Referring to Exhibits A and B attached to your

Exh@biﬁ 1, would you just tdentify these please?

A Exhibit A attached to Exhibit 1 is a plat of

the unit area in which the holdings of the various types

of acreage is Oﬁfliﬁed. There ié &4&2,16 acres of Fed-
eral»land, 640 acres of State land, and 40 acres of

fqe'land. The acreage is under-leased to various pirties;_
including HNG 0il Company, Exxon, BTA lnd:the’Ralpﬁ

Lowe Estate. Two small intefests'are*butstandihg; being

a 6.667 acre interest owned by Cities Service and a ,571

acre iriterest owned by Western Reserves., We have effec-

L RS ey e s e B e o e
tively committed to the Unit Agrsement 99,8359 porcent of

”

the unit area.

Exhibit B is a schedule of the acreage included
by leaées.including explorcéion dates, exact descriﬁfidns,‘
the rojitty=burd¢ns, the overriding royalty burdens,
etc,

Q Mr, Griffin, is the Unit Agreement basically
the form suggested by the Bureau of Land Management in the

1968 reprint?

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE. NEW MEXICO 87501
TEL. {505) $82-0386
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virtually upon approval of the Unit Agreement,which we

‘Public Lands for approval of the unit?

‘referring to what has been mqrﬁed as. Exhibit No. 2?7

GRIFFIN-DIRECT CASE 5179

Page......... 6

A  Yes, it is. It follows the 1968 reprint,

Q When do you anticipate commencing your first
A It's anticipated that thisﬂieli will be cosmenced

wouldnahciciplte podéiii&Abf iate'April{

Q Have you made npblication to the Commissioner of

A Yes, we have requéktéd tentitive»approvil of
the unit from the Commissioner of Pﬁblic~Lands‘and‘by
letter dated Februsry 28, 1974, we're advised';hﬁc this
is an acceptible unit area. |

Q By letter dated February 28th, 1974, are vou

A Corret.

Q  Have you further discussed with and made appli-
cation to the USGS for approval of the unit?

A Yes. This has been done and a prélimina:y.
meeting with the U.S.‘Geologigal Survey in Roswell, this
was then made in a formal applicatiph,which has - been
designated by the Conservation Manager of the Central
Region, as an area suitable for unitization, suitable
and logical,
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,dLQ,;he U§GS give guch approval?

GRIFFIN~-DIRECT CASE 5179
CROSS Page......... Y S

Q Pursuant to your request for tentative approval,

A Yes. This is Exhibit No. 3.
Q That's what has been marked as Exhibit No. 37

— & Correct, . R S S SITE T — a__gé,ng

Q H;.'Griféin, do you féél that tﬁiaw;;it‘Agroe-inﬁ,;
is a proper conservation measure?

A Ido. |

Q Will it Qe in the interests of conservation and
prevent waste and protect the correlative rights of all
the operators? ; |

A YEs; sir, it will,

Q ”Wiii you file and execute a countevpart of the :i
Unit Agreement Qitéin 30 dbys'after’its éff?cfiVe date?

A With the 0CC?

Q Yes.
A >Cotrect,l
MR, JEHNfHGS: We hayve nothing further of this
witness,

CROSS EXAMINATION

BY MR, STAMETS:
Q@  Mr. Griffin, just as a matter of information,

are you the "G'' of HNG?
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A No, I'm-the "G" of Griffin, Ross & Burnett.
Q " You are not &1¥é¢:1jmhé§b¢1i£edkiith'ﬁﬁé? .
A No. We are working as consultants for Hﬁc in
this parciculat instance, |
(Whereupon, a discussion was held
off the fecord,)r |
_ MR, STAMETS: A£e'therg ag; other dheatibnér
of this Witness? | |
MR, JENNINGS: We would like to offer at this
time, as they were teceivgd by this Witness, Exhibits 1,
2 and 3. | |
MR, STAMETS: Applicant's Exhibits Nos. 1, 2 and

-3 will be admitted into evidence.

1, 2 and 3 were adﬁitted into evidence,) -

MR, STAMETS: The Witness may be excused.

‘called as a witness, having been first duly sworn, was

examined and testified as follows:

DIRECT EXAMINATION

BY MR, JENNINGS:

Q State your name and occupation, please, sir.
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TIERCE-DIRECT CASE 5179
Page......... .....! Q.
A Charles R. Tierce, Geologist, HNG 0il Company.

Q Mr. Tierce, you have not heretofore teatified

before this Commission, have you?
A That's correct, I have not.
Q Yould you briefly relate your educational and

. experience in the oil and gas field and pdrticular the
geological field?

A I have a Bachelor of ScienCe Degree from

~ Salyes State College in 1953; I have one year of mud

logging experience; 13 years with Superior 0il Company

as an exblbfation geclogist; 1 year with Teﬁas 0il and

Gis as an expldti;ibh geologiﬁt; and_3'jear; with HNG
" 0il Company.
MR, JENNINGS: Are the Hitnessﬁfﬁggliticacions
acceptable?‘ : o
MR, STAMETS: They are.

BY MR. JENNINGS:

Q Mr. Tierce, did you do a geological study of

oie Draw Unit Area?

Yes, I did.

A
Q Would you briefly relate the results of your

‘gtudy and your recommendations and conclusions based upon

this study?
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A Yes, sir. We have a map, it's recontaured from

a seismic map that we prepared,and it shows a northwest,

southeast drainage anticline, It originally was drilled

' nit Sectfon 17. Humble .

was § W RS SELTISTE

[ | e S TN - .
Dy numuiE 3 ¥No. 1-Scut h-Lae-

tested the Ellenburger and hid‘nolrecovefy; they tested

_the Devonian on 7l-hour test; cheyfflouea*a»ooo 000 cubic

feet of gas plus 43 barrels of water per hour, &nd they
considered this" non-comnzrcial and plugged ‘the hole.
We think that we can get 400 feet high to this well and
cor.sider ‘that would be commercial
_ Q Mr, Tierce, what is theylocation of that well?

A  Humble's well was in the southwest of Section 17,
26 South, 36 East. I have déshedﬂin a gas-water contact
as we think it exists from that well on the Devonian
Formation and this map is contoured from the top of the
development., We think;ﬁe;céquggt,n99r°xim§§e13,4°0 f##F
high, as I said, in Section 8, We think at ghis location
we have an excellent chance in the Devonian, secondary
pays would be the Ellenburger, and possibly some Pennsyl-
vanian aﬁd Permian, That's about the e#tent of it.

Q Where is the proposed location?

A It is in the southeast of Section 8.

Q Do you feel that basically the entire Unit Area
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has a pogsibility of producing from these formntions?

A Yes, sir, I do. |

Q. . Mr; Tierce,wfrommyourwstudy,bdq,youmfgel,thathuww
thikkptopcsed unit i{s a proper conéervatiOQ‘mehguré?“

A Yes, sir.

Q <D0Aiouifeé1 that it would be in the’iqtgrests
of céﬂierﬁafion,;prGVeﬁt vaste and’pfbtect cdrﬁglétiVe
rights ‘of all parties corcerned?

A I think it would.

MR. JENNINGS: I believe that's all.
MR, STAMETS: Mr. Jennings, could a éopy of the
contour map be made available to the Commission?.
‘MR, JENNINGS: Yes, sir, it wiii_bémide

available.

order or upon completion of the well?

MR, JENNINGS: I'm sure on completion of the

well,

MR, STAMETS: Are there any questions of this
Witness? If not he may be. excused.

Mr, Jennings, I would like for one of your
witnesses to give us the location of ;he well by the foot-~

age if you do have it.
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CASE 5179
Page....... 12 . ... :
o : MR, JENNINGS: Southeast quarter df_SeCtiqn 8
T U (Whereupon, a discussion was
held off the record.)
MR, STAMETS: 1Is there anything further in this
case?
MR, JERNINGS: That's all,
MR, STAMETS: We will take Case 5179 under
advisement, 4 '
=
i
|
|
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: reported by me, and the same is & true and correcc record

: of the aald proceedings to. the best of my knowledge, -

skxll”andjabflity.
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IN THE MATTER OF: | ; )
ST T T E :
Application 6f HNG 0il Company for. ) TP L
a unit agreement, Lea County, New ) Case No. 5179
- Mexico. )
R SR
 BEFORE: Richard L. Stamets, Examiner.
TRANSCRIPT OF HEARING
AZEE&E&!EEé
For the New Mexico 0il , William Carr, an.
Conservation Commission: - Legal’ Counsel for the
Commission

Page........ PR SV

BEFORE THE
~ NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
March 13, 1974

EXAMINER HEAF.TNG

State Land Office Bldg.
Santa Fe, New Mexico

For the Applicant: ’ James T, Jennings, Esq,
. Jennings, Christy &
Copple
1012 Security Nationai
Bank Building
Roswell, New Mexico
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Direct Examination by Mr. Jennings
Cross Exawnination by Mr. Stamets

CHARLES R, TIERCE . E IS
Direct Exasination by Mr, Jennings

EXEIBITS
Marked
Applicant's Exhibits Nos.

1, 2 and 3 ‘ | m-
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: exsﬁipcd and testiﬁed as foliows: |

GRIFFIN-LIRECT CASE 5173
) Page...

MR, STAMETS: We'll call the next case. Case

MR, CARR: Case 5179. Application of HNG 011
Conpih‘y‘ for s :::-i; sgreemént . Lea County, New mxico. -
MR, Jmmmcs I'm Jms T. Jennings, of Jcnnings, :
Christy & ‘C‘opi:)le, appeatlng for the Applicant, HKG 011
Co’m‘pa‘ny»,: aﬁd we will have two witneases, Hr. Criffin and -
(Witness- sworn.)
KENNETH H, GRIFFIN

called as & witness, having been first duly sworn, ‘was

MR, STAHETS: You way proceed !‘!r. Jennings.

DIRECT ‘W“““f" ATION
BY MR. JENNINGS:
Q ‘Would you state your name, residence and occu<

pe”t!.é;ﬁ'_ nlease.
A Kenneth H. Griffin, Midland, Texas, and 1'm
an 011 Operator Consultant in Midland Texas.

Q Mr. Griffin, are you familiar with the Applicatios
that has been filed herein for the approval of the Dogle
Draw Unit?

A Yes, 1 am.
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GRIFFIN“DIRECT CASE 5179
Page.... ool

Q I believe you assisted in the preparation of
| what has been marked Exhibit 1 which is the Unit Agreement?
A Yes, that is right,

Q  Would you briefly describe what the Unit Agree-

. meat touohing:upOh the unit aféa, the uditizodfcﬁbitého;;;?fw"

the opetator the drilling obligations, depth of your i
Vobjective well and the plan of development and parttcipl-
'Htion, etc, ?
A The Dogie Draw Unit Area comprises 5122 acres
in Township 26 South, Range 36 Eos:, Lea County, N;u
- Mexico, and‘is being formed‘for‘the phrposé ofidfiiiingo
‘an exploratory well of 20,800 feet to test the 3
Ellenbutger-rotmation. The proposed unit 1afbnsédion
| the 1968 reprint of the Federzl Form of Unitization
' Agreemeut amended to properly take into accounc that
thexe is 620 acres of State land 1nvolveo and 40 agres”
" of patented land involved in this particular uoit ;rea.
It foilows the standard provision that upon diéCOVétylof
production a parcicipating area will be establisheo upon
approval of the Director and the Comm;ssioner which will -
control what area wiil‘be included in the originalépor-
ticipating area based on geology. The initial weli must
be commenced within six months of the date of approval
THE YR RERORTING SEnvice
225 JOHNSON STREET

SANTA FE, NEW MEXICO 87301
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‘The unit area in w

CASE 5179

GRIFFIN-DIRECT - Page......... 5

of the Unit Agreement and there is a plan of further

Agreement.

Q Referring to Exhibits A and B attachod to your

- Exhibit 1, would you just identify these'blena-?

A Exhibit A attached to Exhibit 1 is a plat of
hiéh“Ehe“hblﬂings of the various types
of acreage}is outlined. There is 4442.16 acres of Fed-
eral land, 640 acres of State land, and 40 acres of

fee lind. The acreage is under-lzased to various parties,
including HNG 0il Company, Exxon,‘BTA and the Ralph

Lowe Estate. Two small 1nteres£s are outstanding, bging
a 6;667vacre interest owned by cities-Service and & ,571
acre interest oﬁned by Western Reserves. We have effec-
tively committed to the Unit Agréement 99,859 percent of
the unit ereas.

Exhibit B 1s a schedule of the acreage 1ncluded
by leasez including exploration dates, exact descriptions,
the rpyaltysburdens; the overriding ro§alty‘bur8ens,
etc, 7

Q Mr. Griffin, is the Unit Agreement baaicaily

the form suggested by the Bureau of Land Management in the

1968 reprint? )
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GRIFFIN-DIRECT CASE 5179
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- A Yes, it'ia. It follows the 1968 reprint.

Q When do you anticipate commencing your first

Tweill

A It's anticipated that this well will be commenced
virtually upon apﬁfoval of the Unit Agtcament,qhich we -
would ant1CIpate_posaibiy'by late April.

Q Have you made application to the Commissioner of

Public Lands for approval of the unit?

A Yes, we have requested tentative apbrbval of
the unit from the Commissioner of Public Lands and by
letter dated FebrgaryA28, 1974, we're advised :hat this
is an acéebtdbie uhitwareq, ”

Q By letter dated February 28th, 1974, are you
referring to wﬁié hag bee;?éarkéd as Eihib{§~ﬁb;,27

A 1Gorre€t.'

Q  Have 70u"fdrth¢rjdiscussed with and nade.apéli;
cation to the USGS for approval of the pnii?
| A Yes. This has'Béén doheland a preliminary
meeting with the U.S, Geological Survey in Roswell, this
was then mnée in a formal qpplication,which'has been
designated by the Consetvation-Manager of the Central
Region, as an area suitable for unitization, suitable

and logical,
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Q | Pursuinc to your request for tentative approval,

did the USGS give such approval?

A Yas.' This is Exhibit No. 3.
Q That s what has been marked as Exhibit No. 37
A | Correct.

Q.  Mr. Griffin, do you feel that chia Unit Agreement

vis a ptOper consetvation measure? :

A 1 do..

Q Will it be 1n the interests of conservation and
prevent waste and protect the correla:;ve r;ghta»of all
the operatora? | |

A Yes, sir, it will.

Q'“ w111 you file and. execute & counterpart of the

Dait Agreemen: within 30 days afcer its effective date?

A With che occ?
Q Yes, i
& Correct.

MR, JENNINGS: We habe’pbthtng"fufEHEr'of this

V witness,

CROSS EXAMINATION

BY MR, STAMETS:

Q Mr. Griffin, just as a matter of information,

are you the "G" of HNG?
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A No, I'm the "G" of Griffin, Ross & Burhett.

i

e

-Q You are not direccly associated with HNG?

~4~ ~ No. We are working as consultants for HNG in
this particular instance. ’
(Whereupon, a discussion wes held
off the record.) vr
MR, STAMETS' ,Are‘:here any bthgt quéations
of thia Witneas? - o
MR, JENNINGS'. we_would like to offer at this
tiuﬁ. as they‘wnre received by thi# Witness, Exhibita 1,

2 and 3.

MR, STAMETS: Applicgnt's ExhisitstOa; 1, 2 and
3 will be admitted into evidence. |
 kWh§reupon, Appltca@ﬁ's Exhibihktads.
1, 2 and 3 were aqﬁitted 1ntp eQidqdqe;) .
MR, STAHETS: The Witness may be excused,

.

CHARLES R. TIERCE
called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR, JENNINGS:

_ Q State your name and occupation, please, sir,
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A Charles R. Tierce, Geologist, HENG 0il Company.
>"QWM Hr. Tiorcc, you hnvc not hctntofutt testified
before this Counilsion, have you?

A That's correct, I nlve not. _

Q Would you brtcfly rclntc yout educational and
»exportcnco in the oil and gas ticld and patticular the
geological fiald? _

A I have a Bachiléf of Science ﬁggtﬁc from
Sulrces. State cm.hgi in 19533 1 have onc%ﬁ.vdir of iud
losging cxporicncc; 13 ycars with Supcziox oil Company
as an cxploration geologist‘ 1 year with T\ =as Oil and
Gas as an exploraeioq geologist, and 3;,..r;g§;£h HNG
01l Company. - | o

"R, J!RRIKGS - Are the Witness' qunlitt atiout'
accaptablc? A =
HR. 8fAMETs:’ Th;y are.
RY MR. JENNIHGS: |

Q Mr. Tierce, did you do .a geological study of
the Dogie Drﬁw'Unit Area? |

A Yes, I did.

Q Would you briefly relate the results of your
study and your recommendations and conclusions based upon

this study?
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’A Yes, sir. We have a map, it's recontoured from
a seismic map that we prepared, nnd‘it'showa a northwe-t,
southeast drainnge anticline. It originally vas drilled
| dd& Humble 8 No.nl South Lee Unit SQction 17. unble :
tested the Ellenburger and had no recovery; they tested
the'DeVOnidn on 71-hour tést}vtheydflowed 3, 000;500 cubic
feet of ges plus 43 barrels of uater per hour, and they
considered this non-comnercial und plugged the hole.v
We thipk that we can get 400 feet high to this well and

congider that would be commercial,.

Q Mr, Tierce, what is the location of that well?

A Humble's well was in the southwest of 8ection*17;'

26 South, 36 East. I have dashed in a gas-water coatact
a8 we think it existijroﬁ.thataueliron the Devonian
Formation and this map is contoured from-the COp’of the.
development. We think we can get approximately 400 feet
high, as I said, in Section 8, We think at this location

we have an excellent chance in the Devonian, secondary

........ - I
v

1 a b
yuya wouaiu T LIS

vanian and Permian, That's about the extent of it.
Q Vhere is the proposed locatioqf
‘A It is in the southeast of Section 8,

Q Do you feel that basically the entire Unit Area
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TIERCE-DIRECT CASE 5179

has a posaibiiity of producing from these formations?

A Yes, sir, I do.

A Yes, sir.

QDo you feel that it would be in the interests

‘of conservation, prevent waste and protect corrslative

righfa of all'pgxties conceraed?
A ~‘ T think it Houid. |
MR, JENNINGS: I believe that's all.
MR, éTAMETS: Mr.‘anningq, could a copy of the
contour map be wade available to th;:bommission? “
MR. JENNINGS:- Yes, sir, it will.be’mndc
available. |

MR. STAMETS: When, within 120 days after the

 order or upon completion of the well?

MR, JENNINGS: i'm sure on comple;iba of the
well, 1

MR, STAMETS: Are there aﬁy questionb‘of this
Witness? If not he may be excused.

M. Jennings, I would like for one of your
witnessesito give us the location of the well by the foot-

age 1€ you do have it,
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MR, JENNINGS: Southeast quarter of Section 8
(Whereupon, a discussion was _

~held o£f the xecord;)-

MR, STAMETS: Is there anything further in this

case? | _, |
HR. JENNINGS: That's all, S
MR. STAMETS: jWe will take Case 5179 under

advisement. |
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* STATE OF NEW MEXICO ; o
. Ss.
COUNTY OF SANTA FE )

I, RICHARD L. NYE, Court Reporter, do hereby cerufy"“ 1
) t:het: the foregoing and etteched 'rranscript of Huring
before the New Mexico Oil Coneervation Comniesion'bu
repbrteo by me, and the sawe is a true and eorrect record

of the said proceedings, to the best of my knowledge,

sk:lll and ebility.

RICHARD L. NYE, Court Reporter )

1 do hereby certify that the Ibtacnla‘ ’
& Sompiete record of the proceadings
‘the- Examiner hearing of Cass No:’cl,)sﬁn
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