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Desr Mr. Richardeon:

" ate vill acknovledge vecaipt of your lerier Sated warch 27, 1975,
togather with ome amesuted original and one verox copy of an {sstxrmmnt
entitied “Declpastion of Successor Wit gprasionts Alee; fHwe eapies

TS of sn approvi page. » o

" The Commissioner of Public Lands has this date approved the re-
i  sigmstion of TesoIw Feiicioim Cowpevetien. and has sccupted MeEnight
A/K/A/ Waapet ss the duccessor Unit' Operstor, or the Cosl Uresk Umii

_ Enclosed 1s one (1) spproved inpyot the instrument as well &s
five spproved sigmature pagss for your files. Flesse submit on. approved

copy to this office after the USGS has given their spproval.
Yery truly yours,

. =i R. TUGERO
COMMISSIONKR OF PUBLIC LANDS

BY:
RAY D. GRAHAM, Director
041 and Gas Division

PRL/BDG/8

encls.

es! USGS~Roswell, New Mexico g
OCC- Sants Fe, New Mexico ./
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I comrssION OF NEW MEXICO FOR .
,il m m“wg cr »vaa.un:.lu.uu.

i : BEFORE. THE OIL CONSERVATION COMMISSION
; : OF THE STATE OF NEW MEXICO

i

i . .
" IN THE MATTER OF THE HEARING
| CALLED BY THE OIL CONSERVATION

i , )
CASE NO. 5416
Order No. R-4966

APPLICATION OF TESORO PETROLEUM '
CORPOPATION FOR APPROVAL OF THE -
COAL CREEK UNIT AGREEMENT, SAN

JUAN COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

'BY THE COMMIGSION: |

e it e et et e St b e b g e e A g = mep 3

o/t

- This cause came on for hearing at 9 a.m. on rebruary 19,
1975, at Santa Pe, New Mexico, before Exaniner Daniel S. Nutter.

NOW, on this 25th - day of February, 1975, the Commission,
a quorum being preseat, having considered the testimony, the
record, and the recommendations of the Examiner, and being fully
advised in the premises,

FIRDS:

(1) That due public notice having been given as required
by: law, the Commission has jurisdiction of this cause and the
.subject matter thereof,

. (2) That the applicant, Tesoro Petroleum Corporation,
seeks approval of the Coal Creek Unit Agreement covering
11,225.11 acres, more or less, of State and Federal lands
aescxibed as follows:

. SAN JUAN COUNTY, NEW MEXICO
TOWNSHIP 23 NOR&H RANGE 12 WEST, NMPM
Section 18: §/2
Sections 19 and 20:  Al1
Sections 28 through 33: All

TOWNSRIE 23 NORTH, RANGE 13 WEST, NMPM
Section 13: S/2

Section l14: §S/2

Sections 23 through 27: All

Sections 34 through 36: All -

, {(3) That approval of the proposed unit agreement should
{1 promote the prevention of waste and the protection of correla-
tive rights within the unit area.

i
e e e n -t
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17 IS THEREFORE ORDERED:

~(2) That the plan contained iz 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
| supervise and control onerations for the exploration and develop-

ment of any lands commj tted to thé unit and production of oil
or gas therefrom. ' T

3 'rhatﬂthe unit opéra‘to: shall file with the Commission
an executed original or executedcounterpart of the unit agr<e-=

ment within 30 days after the ~tfective date therscf; that in

the event of subsequent joinder by any party or expansion or
:gpntraction of the unit area, the unit joperator shall file with
the Commission within 30 days thereafter counterparts of the
unit agreement reflecting the subscripticn of those interests
having joined or ratified. ‘ o

(4) That this orderx shall become effective upon th",
approval of said unit agreement by the Cimrissiouaxr of Public
Lands for the State of New Mexico and the Director of the

"{1) That éhefc:oai—" Creek Unit 2areement is hereby approved.

United States Geological Surveyi that this order shall terminate

ipso facto upon the termination of said unit agreement; and that
the last unit operator shall notify the Commission immediately
4 riting of such termination. | :

(5) That jurisdiction of this cause is seiainsd Zo¥ #ha

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

STATE OF NEW MEXICO ,

OIL CONSERVATION COMMISSION

1. R. TRUJILLO, Chairman
Sy ﬂ?

. - ' - ,
. (s)

¢ Secretary

M
. RTER, Jr., M
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Tesoro PETROLEUM CORPORATION CS COMM
S QR : » Suite 2000 Finsy OF DENVER PLAZA BUILDING oL CONSERVAT\ON

i ; - 633 SEVENTEENTH STREET santa Fe

i -  DENVER,COLORADO 80202 '

i RoCKY MOUNTAIN DISTRICT R -

. 303-825-2000 : 1 X AT

; | owemesT March 20, 1975
= - "1 . = e

1 L - R T e
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New Mexico 0i1 ConServatioh‘Commissidn
p. 0. Box 2088 .
Santa Fe, Nev. Mexico 87501

N

i

ATTENTION: - Mrs. Ida Rodriquez
) '“”;me~w~fRe:u;Unj;hAgreeMeht
Coal Creek Unit :
San Juan County, New Mexico

‘Dear Madam: |
| Article 3-of the Order of the Commissio ,
t36ned agreement fully

pursuant 3
the working interest

1 am enclosing for' your files a copy of the cap
executed by. the Federal and State Governments and by
owners. :

: should you have further requirements ir this regard, kindly
~advise’at your converience.

“Yours very tru1y,:

i
/”,"/7 s s/
TG AN Y
D. D. Woif /.
Land Manager. . .

Rocky>Mountainh$ﬁd‘Cahadian 5is

poW:gl
Attachment

n (No. R-4966) "
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United States Department of the Interior

... GEOLOGICAL'SURVEY

 braver is57
Roswell, New Mexico 88201

., February 27, 1975

Randolph M,'Richardson, 1II

P.0. Box 819 ‘
Roswell, New Mexico 88201

‘Dear Mr. Richardson: .

‘Three caﬁiés;of,a,Certificate
~ Coal Creek unit agreement, San
Petroleum Corporation as unit
dgreement has been
of FPebruary 27,

ument -approving the
_ ; Néw‘Mekico,fﬁitﬁZTéSbrd
operator, are enclosed herewith, ' Such
assigned No, 14-0820001-14178, and is effective: ag
1975, the date of approval, :

You are requested to furnish the New Mexico 0i1l Coﬁservation,CommiS$ion
and all other interested principals ywith evidence of thig approval,
: e

EANE

Sinceraly yours,

r/~/ 2
Corrt & Lppypp

CARL C. TRAYWICK cas il
Acting Area 0il and gas Supervisor




_ the act approved February 25, 1920, 41 Stat. 437, as amended, 30 U: S. C

—

secs. 181, et seg., and delegated to the Oil and Gas Supervisors of the

- Geological. %rvey (33 F.R._ elu-); I do hereby:

4 CERTIFICATION--DETERMINATION , ;
Pursuant to the authority vested in the Secretary of Interior, under ,

Ao A'OPI‘OVG the. &ttached agreement “for the development and operation i
Of the Coal Cr Cr °k Unit Area, S ate of New Mexico, County of San Juan. f / T e
B Certify and determine that the unit Plan of development and T TR

operatioh contemplated in the attached agreement is necessary and advisable

P
[P VP S

in the public intereet for the purpose of more properly conserving the

natural resourcea. .

C. bertify and determme ‘that the drill:.ng, producing, rental,
ainimm royalty, and royalty requirements of all Federal leases comutted ' . ’ |
- ‘_vtotsa:.d egrqement are ~hereby eatablxshed, altered, changed, or revqked to

conform with the terms and conditions of this agreement.

Lo, 8

_Datea FEB ?.q 1375

ACTING Ou and Gas Superv:.sor,{ﬁyfted States Geolog1ca1 Survey A : - I

LY '{
5 “ ﬁ.pve,-r‘ .
. A . N .

 Contract Mumber_/-08-Q00I—/H]T78

-
c;;‘ - ‘u AN AT '“‘;}
i o
[ S .
(L
Rt

- iy, FEB 25 1943

- U. $. GEOLOGICAL SUP\!E‘(
ROSWELL, NEW MEXICO J
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dieé we arc-furnish-~ : '
'>ing»the USGS with a copy of :the Certificate of approval as well as a E
copy of this letter.x o » - i
Please advise thlS office when the USGS approves the agreement :
so that we may flnlsh proce331ng sanme, 3
» Very truly yours, §
" PHIL R, LUCERO '
‘CQMMISSIONER oFr PUBLIC LAY DS
._’BY: . > EX it
; RAY D. G » Director ‘
v § 0il and Gas Division
PRL/RDG/s
encls, K
cc: USGS—-Koswell, New Mexico

Si&ahz C[ IS\JQ;&r[\/1e5¢kx) | TELEPHONE

505-827-2748

wmmsstmdl{xkhci.angs

BHIL R LUCERG - oo February 27,1975 T et
" COMMISSIONER - . oo

SANTA FE, NEW MEXICO 87501

Rando]ph M. Richardqon
P, 0. Box 819 i
‘Roswell, New Mexico- 88201

) i . Re: Coal Creek Unit
s ' T-23—N R~]2 13-E, NMPM
“Ban Juan County, New México

Dear Mr, Richardsonﬁ

-

The Comm1331on£r of Publlc Lands has this date approved the
Coal Creek Unit agreement, San Juan County, New Me::ico, which you
submitted on behalf of Tesoro Petroleum Corporatlon. Thls approval
is subJect to like approval by the United States Geological ourvey.

Enclosed .are. four (&) Certi ficates nF approval, Wo arc-f£i

O0CC~ Santa Fe, New Mexico -
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NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL

COMMISSIONE‘R OF PUBLIC LANDS STATE OF NEW MEXICO
COAL CREEK UNIT

“GOUNTY, "NEW FERICG™

“There hev*ng beeﬁ ’presentec' to the undersigned Commissioner of Public.
Lands of the State of NewMexico for examination, the attached Agreement
for the development and operation of acreage which is described within

| iiie ‘attached Azrcoment, dated . Januarv.22, 1975._._  __ whish gaid

Agreement has been executed by parties owning and holdmg oil and gas
leases and royalty interests in and under the property described and up-
on examinatior of said Agreement, the Commissioner finds.‘

(a) That suc*-agreement will tend to promote the conservation
. of 0il ‘and gas and the better ut1112at1on of reservoir
energy in said area.

{b) That under the propoeed agreement, the State of New Mexico
T will receive its fair ‘¥iare of the recoverable 611 “or gas -
in place under its lands in the. area.

NOR That -each beneficxac; Inst1tution of the State of New
Mexico will receive -its fair i-,md equitable “share of the
recoverable oil and gas under its lands w1th1n the area.

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

NOW THEREFORE by virtue of the r-zuthorlty conferred upon me under
Sections 7-11-39, 7-11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexico
Statutes Annotared 1953 Compilation, i, the.undersigned Commissioner
of Pubhc Lands of the State of New Mexico, do hereby consent to and
approve the -said ‘Agreement; however, such: consent and approval. hplng
limited and restricted to such lands within the Unit Area, which are’
effectively comitted to the Unit Agreement as of this date, and, further,
that leases insofar as the lands covered thereby committed to: this Unit
Agreement shall be and the same are hereby amended to conform with the terms
of such Unit Agreement, and said leases shall remain in full®force and ef-
fect in accordance with the terms aad conditions of said Agreement. This
approval is subject to all of the provisions and requlrements of the afore~
said statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with szal
affixed,_ this 27¢+hL ., . day of Februarv : . s 19 75 N

" /;}4/2 y

8 : co*mss:comak OF PUBLIC LANDS
4 of the State of New Mexico

| ) é

0£G-26




Dez - Sir:

ALP/irx

Copy of order alsoc sent to:

"5bbs 0CC X
A-tesia OCC
Azcec OCC X

Other Unit Division

Enclesed herewith are two copies of t

/7:./ @f.‘

ST A -
A. L.
Secretary-Director

) o LR T‘E_‘fz’EPLO
- “OIL (,ONSERVATION COMMISSION CHAIRMAN
B L R A AL R L1 T 1ol s YT LA\‘D CO“\”SS[O\ER
Az S T T VLA T U LW uAILY | RAEES
- - e e ; ™ riiii . MUULA\.O e
' S - —P0. B°'~‘~2°3$i'—§4.!‘TU§,W;,,,,,_,_‘,,_,A___ .. MEMBER S
= 87501
"""""" o R - e - _ STATE GEOLOGIST
' A. L. PORTLR JR.
- F‘nbmlar\_‘ 25,'. ra7g S‘E{‘.R;‘T‘_{"U~“'nv~fgrz = E
Mr. Randoloh Fichardsc. | (ASE No. 5416 .
r. ndolph Richardsca :
' - R-4966 -
Attorney at’ Law ORDER wo. -
Post Office Box 819 S | 1
Roswell, New Mex?co 8?201 Applicant:

Pesoro Petroleum

the above-~réferernced

Commission ‘order recently entered in the subject case.

truly yours

ﬂ ) N
X R A Ji

ﬁ'

PORTER , Jr.

— State Land Office

.___r_




coMMISSxo&gQF,NgwyMangg;ggghm”_-wm~;~—~u<“““;*:*““f“*’": ST i
A_AQ__&hbé“__ﬂ,__THE-PURPQSE'OFACONSIEERING: ﬂ e
(- . _,,,,_——,-« S CASE NO. 5416 ... ..

T m— iay

BEFORE THE OIL CONSERVATICN COMMISSION

- OF THE STATE OE‘NEW“MEXICO

IN THE MATTER OF THE HEARING
ALLED BY THE OII, CONSERVATION

Order No. Rj4§66

“APPLICATION OF TESORo PETROLEUM
'CQRPORATION FOR APPROVAL OF THE
COAL CREEK UNIT AGREEMENT, SAYN
JUAN COUNTY, NEW MEXICO.

- ; é%
ORDER OF THE CQMMISSION -
BY THE COMMISSIGN: =08 ,

} ThisﬁCduse came on fdr,hearing at39 a,m.JOn feﬁruéfyj19,
1975, a* Santa Fe, New Mexico, before Examiner Daniel s. Nutter.

‘NOW, on this 25th day of February, 1975, the Commission,
a quorum béing”present, havingAconsidetgd theutestimcﬁy, the-
record, and the recommendations of thé'Examiner, and being fully
advised in the Premises, :

FINDS:

(1) That due Public notice having}been givéh'as required,>
by law, the Commission has jurisdiction of this T2use. aud the
Subject matter thereof. -

(2) That the applicant, Tesoro Petréleum Corporation,
seeks approval of the Coal Creek Unit Agreement(cqvering
11,225.11 acres, more or less, of State and Federal landgs

described as follows: _ '
__SAN JUAN' COUNTY, NEW MEXICO
TOWNSHIP 23 NORTH, RANGE 12 WEsT, NMPM
- Section 18: §/2
Sections 19 ang 20: All
Sec¢tions 28 through 33: a13
TOWNSHIP 23 NORTH, RANGE 13 WEST, NMPM
Section 13: s/2
Section 14: S/2
Sections 23 through 27: 211
Sections 34 through 36: a11
(3) That approval of'the pProposed unit agreement shoulgd i

bromote the Prevention of vaste and the Pxotection of correla-
tive rights within the unit area
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-Case No.

o 6
Order No. R-4966

-2

541

- IT 15 THEREFORE ORDERED:

- {1y That the Coal Creek Unlt Agreement 1s hereby approved.

(2)

‘development and operatlon of the unit area is hereby approved in

AsuperVLSe and control operations for the. exploratlon and develop- .- —-F— —-

prlnCLple as a proper conservation meaeure, provided, however,
that notwithstanding any of theé provisions contained in said
unit agreement, this approval shall not be considered as wa1v1ng
or. rellnqulshlng, in any manner, any rlght, duty, or obllgatlon
whlch is now, or may heredfter be, vested in the Commission to

" ment of any laands commnitted to the unit and productlon of o0il

or gas therefrom.

{3) - That the unlt operator shall file with' the' Commission

an ‘executed orlglnal or executed counterpart of the unit agree-
. ment withiri 30 days after the effectlve date thereof; that in

the i event of subsequent joinder by any party or. expansion or
con*ractlop of the unit area, the unit operator shall flle with
the Commissicn within 30 days thereafter counterparts of the

_unit agreement reflecting ‘the sukscription of those interests

having joined or ratified.

. (4) That thlS order shall become effectlve upon ‘the
approval 6f said unit agreement by the Cc-missioner of Public

‘Lands for the State of New Mexico and the Director of the

_ipso facto nnnn the Farmination nf eaid.

that this order shall termlnate )

uanit agreemeni;

the last unlt operator shall notify the Commission 1mmedlately
in wrltlng of such termination.

. (5) That Jurlsdlctlon of this cause is retained for she
entry of such fu”ther orders as the Commission may deem necossary.

Unlted States Geological Survey,

E DONE at Santa Fe,

New Mexico, on the day and year herein-
above designated. .

NEW “EXLCO

STATE OF- .
ION COMMISSION

OIr, CONSERVAT

I. R. TRUJILLO7/9ha1rman

TR T

éi;ﬂ (jZDLUC

A, . PORTER, Jr.,

Memberx

Memﬁeéﬂh—éecretaVV,

SEAL

x/

and that

That the plan_ crntalned ‘in said unit aareement for the_ . -7k oo

— ™




R R 01 e

UN T AGRERBMENT

UL YOR B DIV .op.q AT - ARD op *CATION

T S CO'\L'(‘RI'F.K T AP

STATEfOFVKEW MEXICO

anu hereln referred to as the "nartles hereto,

W "T‘IESSETH s

-—-—-.——-—.—-.—--—.-—-.—..—

wHEREAo, the partles hereto are the owners of worklng, royalty, or other
: . ’ .

~011 and gas 1ntcrest° in the unit area subJect to thls agreement ‘and

WHEREAS; the Mineral LeaSing Act of February 25, 1920, 41'Stat. 437, as

’émnn , 70 \. 'S. C. Secs. 181 et seq., authorizes Federal lesseos and their re-

: ﬁresér 1ves ‘to unite with eacn other, or jointly or separately:with others, in

éa ectlvely adopulng and oporatlng a cooperative or unit plan of development or

RS

’ operatlon of Jny 01; ol gas rno] fleld or like area, or any part thercof for uhe

'3purposc of morc. properly consnrv1ng the ratural resources thercof whenever -Gebormined

ianu LLPtlfled oy the Sccrctary of the Interlor to be necessary or advisable in thc

13

" public intereet; and

WIEREAS, the Commissioner of Public Lands of the State of New Mexico is

authorized by an Act of the Législature (Sec. 7-11-29 N.N. Statutes 1953 Annctated)

Lo consont to or approve this agreement on behalf of the State of No ¢ Mexico, insofar
as it covers and includes lands and mineral interest of the State of Néw:ﬁexicog'énd,

WEEQEAS, the Oil Conse}vation Commission of the State of New Mexico i3 author-
ized by an Act of the LegiSléture‘(Chapter 72, Laws of 1935, as amendcd by Chapter
193, Laws of 1937; Chapter 4166,Laws of 1941; and Chapter 168, Laus of 1949) to «p-
prove this agreement and the‘cpnservation provisions hercof; and,

WHERFAS, the parties hereto hold sufficient interests in the

Coal Creek

——

Unit Arca covering the land nercinafter des-
cribed to give reasonably effective control of operations therein; and
WHEREAS, it is the purpose ¥ the parties hereto tc conserve natural resources,

provent waste, and secure other benefits obtainable through development and operation

of the area subiject to this szreement urider the terms. conditions, and limitations




Clerean et forthy
hOu, THERKFORM, in consideration of the premises and the promises herein

contuinnd, the partics hersto cowmmit to this agreement the1r res tlve interests

. . vl .
in 1ns peiow=delined anit area, and-agrse severally among themselves as follows

1.  ENABLING ACT AVD REGULATIONS. The Mineral Léasing Act of February, 25,

and un1t plan re«ulatlons, heretéfore 1ssued thereunier or valld, pertlnent, and T e
reasonable regulations hereafter issued thereunder are accepted and made a part of

tnls agreenent as to Federal lends, provided such regulations are not inconsistent

with the terms of this agreement; and as to non—Federal lands, the 011 and gas e
'operatxng regulatlons in effect as oi the effectlve date hereof governlng drllllng
and produc1n0 operatlous, not inconsistent with the terms hereof or the laws of the
'State in which the non—Federal %and iS'loééEéd; are h;reby accepted and made 2 part
of this agreehénﬁ. |

2. EEET AREA. The folléwing described‘laﬁd ig hereby desiéﬁagéh”and réébgn

nized as constituting the unit area:

T-23~N, R—l I, PN .
Section 13: b : T
Section 19, 20: A1l : : o v

Sections 28, 29, 30: 'All
Sections 31, 32, 33: A1l

T-23-N, R=13-W, NiPi

Section 1% . St
Section 1h4: - S
. : Sections 23, 2u: A

Sections -25, 26, 27: All
Sections 34, 35, 36: All

Containing 11,225.11 acres MOL

g
N

Eiﬁigft “A"Eattached hereto is a map’ showing the unit area and the bouﬁdaries and
indentity of tracts and leases in said area to the extent known tb the Unit Operator.
Bxhiﬁit #B" attached hereto is a schedule showing to the extent known to the Unit
Onerator the acreage, percentége, and kind of ownership of oil and gas interests

in all land in the unit area. However, nothing herein or in said schedule or map
snall) be conserued as a representation by any party hereto as to the ownership of
any interest other than such interest or interests as are showﬁ in said map or

schedule as owned by such party. Exhibits "A'" and UB" shall be revised by the Unic

Opera*or whennver chqnges in the unlt area render such revision necessary when re-
quostrd by the 0il and Gas Supo;vxsor, hcrennaite" referred to as USupervisor," or™

mhen requested by the Comnissioner of Public Lands of thﬂ Stabc of New Mexico,



herainaftor.rereread. to as "hand Lu“”1'<1onﬂr anid not legs than five (5) conias

o the pevised hzhibvits shall be filed with the Sipsrvisor. and one (1) COPY Liivru-

of shall be filed with the Land Commissioner,; and one {1) copy with the Hew Mexico

0il Conservation Commission, hereinafter referred to as "State Commission.™

e s The above-described unit~area enall, when practicable, be expanded to include

E o therein any addltlonal 11nds or sqal1 bn contraciea to exclude lands whemever Buch L

expansion or contraction is déémed to bé necessary or advisable to conform with the

: S . purposes of this agrecr mt. Such expansion or contraction shall be effected in the

K- T following manner:

(a) Unit Operator, on its ovn notion or on demand of the Director of the

Geolcgical Survey, hereinafter referred to as "Director,”_or‘éh demand of thé Lang

‘Lomm1581oner, after preli mlnirv“concurrnnce by .eMDiregtot,,§ha}1_prepare a notice

of proposed expansion or contraction describing the contemplated changes in the

boundaries of the unit area, the reasons tHerefor, and ths proposedveffectiqg’date

~

‘thereef, preferadvly, the first day of & month suitssguent to the date of notica.
(b) Said.rotice shall be deliverzi-to ths 3uvervisor, the Land Commissionsr

~ o - ~ T
and the Q te Commission, and copies

each working-interest owner; lesses,
-v1s1ng that thlrty (30) days will be allowed for sudbmission to the Unit Operator of

auy. obgectlcns.

(e) Upon‘expiiation_of the 20-éay period provided in the preceding iten

f; B (b) hereof, Unit Operator shall filé with the Supervisor, the Land C§mmis$iqner,k
and the State Commission, evidence of mailiné of the notice of expénsion or con-
traction and a copy of any objéctions‘thereto‘which have been filed with the Unit

Operator, together with an applicafion in sufficient number, for approval of

E . such expansion or contraction and with appropriate joinders.
(a) ‘After due consideration of all pertinent information, the expansion or
! contraction shall, upon approval by the Supervisor, the Land Commissionsr, becone
effective as of the date prescribed in the notice thereof.
(e) A1l legai’éuﬁdiviéions of lands (i.e., 40 acres by Government survey
. or its nearest lot or tract equivalent: in instances of irregular surveys unusually

large lots or tracts shall be considered in multiples of 40 acres or the nearsst

=

®

ko]

w

=

<t
bete
D

-t
o

j}

o+
[}

g

aliguot equivalent thereof), no parts of which arz =ntitled to be i
area on or before the fifth anniversary of the effective dote of the
participating area established under this unit agreemenit, shall be eliminated auto-

.

maticaliy from this agrecement, effective as of saii 1.ith anniversasry, and such lands




£

shall no lenger be a part of the unit area and shall no longer be subject fo

this agrrnrhnt uniess diligent- drilling operations are in progress on unitized

1ands nicy cntit.ed to poarticipation on said flftn anniversary, in which event all

3

“such lands shal)l remain subject hereto for so long as such drilling operations
nre contlinucd 6iligent13, with not rore fham 90‘days' time elapsing between the

comﬂl“flon OL onb sufh woll _and _tie comnencement of the next such well. Ali lepal

A b

"DbclVloIOJS of 1ands not entltled tc be anla par ticiﬁatinz are:’wlthln 10 years

‘after tiic effeootive d date of the first init al par31c1pat:ng area app“oved under

this agreement shall be automatically ellmlnated from this agreement us of said.

””tenth ahhiversary. All lands proved productive bj diligent drilling operatioﬁs

after the aforesa1d five-year period. shall become participating in the same
manner as during said flve—year per:aou However, whcn such dlllgent drilling
poratlons cease, all non—part1c1pat1ng lands Shall be automat1ca ly elimiﬁated
effective as of ‘the 91st day thereaftor. Tnu unit oéerator shall within 90 days
aftoer the effective date of any climination hereunder, describé fhe;areafso eli- e
minated to the satisfaction of the Supeévisor and the Lang Commissi%'gr'aﬁd
‘promptly rotify all parties in interest.
‘if conditions warrant extension of the ten-year period speéified in this
. subsection 2 (e), 2 single extensionsgf not to exceed fwo years may be accomplished
Uy cencent .of the ewners of 90% of the»ﬁorking jnterests in the current ﬁonfparti-
’cipatiﬁg wnitized 1ands‘and.the owners'of:éé% of:the'basic royai;y intcrésf<
(exclusive of the basic royalty intervsts of the United States) in n ~parti61pau1nc
-ﬁnitized lands with approval of the Director and Land Commissioner, provided such
+-. cion appiication is submitted to the Director and the land Comxissioner not
léter then GO days prior to the expiration of said ten-~year period.
Any cupansion of the unit area pursuant to this séction which embraces

lands theretofore eliminated pursuant to this subsection 2 (e) shall not be con~

sidered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this
agreenent shall constitute land referred to herein as "unitized land' or "land
suoiect to this agreement.” All oil and gas in any and all formations of the
unitized land are unitized under the terms of this agreement and herein are called
“unitized substances."

4. UXIT OPERATOR. Tesoro Petroleum Corvoration

is hereby designated as Unit Operator and by signature hereto as Unit Operator

3

oy




aoreen and cohu-ntn to acerps b datics ond obligations of Uit Opcrator vor She
Aigeavery, developaont, and production of unitized substances & herein proviicd.

L enever reference is faGe horein to the Unit Operator, such roference means thc

Unii Operator ecting in the capacity and not as an owncr of interest in unitized

substances, and the teran tyorking-interest owner" when used shall include or

N ) , e R
P— : i=s ouned by it. s

5. RESIGUATTCH OR K ’O‘!AL OF UNIT GPERATOR. Uit Operator shall have the
rlght to resign at any vime pricr to the establishmqnt_of a participating ares Or -

areas herevnder, but such reolgnat1on shall not become cffectlve s0 as. to relcase

[ — ’

Unit‘Operatofﬂfrom the duties and obligations of Unit Operator and termlrate Un1t

ﬁi,, >0perator's rights as such for a period of six (6) months after notice of’intention

to resign has been served by Unit Operator oh a114Qorking—interest owners and the

Saporv1sor and the Land COWNlSulO e, and until all wells then drilled hereunéer

_ar= placed in,a*Sat1SLacborv dlt on for suspension or abandonment whichever is

reguired oYy the Superviscr as to Federal lands and the State Comwission as Lo Stats

oo e it v ¥ e A A

Ry ) 3 ~

1ands, unless a Mev Unit Operator spall have been colected and approvea anc srasl

have taken over and assuned the duties and obligations'of‘Unit Operator prior to

oy e A

- the expiration of said period.

:
:
v

Unit Operator shall have the right to resign in like msnner and subject to

1ike'iiﬂiiatluﬁs”a:‘abﬂ"a nrovided at any time a partlclpatlng area establlshed

e e e et 8

hercunder is in existence, but, in all instances of re515nat10n or removal, antll

a succeésor unit operator is selected and approved as herelnafte; prov1d*d, the
working—intércst owners shall be joint13 respons.ble for per formance of the duties
of unit operator, and shall not 1ater than %0 days vefore such resignation or re-
moval becomes eftective appoint a common agent to represent them in any action to
bé'%aken herecunder. *

The resignation of Unit Operator shall not release Unit Operator from any

1iability for any default by it hereunder occurring prior to the effective date
of ifs resignation.

The Unit Operator ray, upon defavlt or failure in the performance of its
duties ovr obligations hereur:der, be subject to removal by the same percentage vote

of the owmers of working interests as herein provid=d for the selection uf a nav

Unit Operator. Sucr. removal shall be effective upon notice therecof to the Suparvisor

cnd the Land Cormissioner.

yafer to Unit Operator as the owner of a working interest"wﬁéhhéﬁ¢ﬁ“éﬁ‘iﬁterast'~-hm
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tions to U

unit operations sisrounder s Nothing herein shall be

fovel of any material, e

Iiot

forminate 1ts rignb. Lifie; or fnteroct e the
other interest in anitized substarcss, but vpon th

eifectxvc

Operator bacoming such Unit Operator

vells, equipment, materinls,

e new duly qualified successor

if no such new Unit Operator is elected, to be used

any wells. , .

6. SUCCESSOR UNIT OPERATOR. ‘“henever the

ér its resignation as Unit Operator or shall be re

or

snsll deliver posses ssion

and sppurienancas us2a

quipment, and appurtenances

)

orner of a werking interost or
¢ resignation or recoval of Lnit
of all

in conauncting the unit

Unlt Opbrator or to the common agent

for ihcfplrpool of conduCu.

construed as authorizing re-

needed for the preservaticn of

Unit Operator shall tender his .

~oved as heoreinabove provided,

a change of Unit Operator is negotiated by working-interest owners, “the ouners

' of ths working interests in the participating area or areas according to their re—

spective acr

according to their respectiv

CD
o
)
K
-
0
&
)

rajority vote select a successor Unit Opsrator:
but less than 75 per cent of the working interest

ot varty to this agreement, a concurring vote of

jnterest ouners shall be reguired to select a-new

"not become effective until

(a) a Unit Operator so selected shall accept in

responsibilities of Unit Operator, and
(b) the selection shall

by, the Land Commissioner.

If no successor Unit Operator is selected and qualified as nerein

the Director and the Land Commissgionsr, at their election,

agreement terminated.

2. ACCOUNTING PROVISIONS A

‘suck participating arca or

the ounars of

Srovided,

AND UNIT OPERATILG AGH BEMENT.

areas; or ﬁntil a parti
the working in terests
all unitizsa land, shall by
That, if a majority

LY

s qualified to vote are owned vy

one or more adéitional wvorking
operator. Such selection skall

writing the duties and

have been approved by the Supervisor and approved

provided,

may declare this unit

if the Unit Ope

Ou-rator in conducting unit operations hereundeX

23]

among and borrne by the owners of workirng intereslts,
<D LS <

kg

(o4 <t

ouners of working interssts, whether onz or more.

agreenent or sgreements entered into between the

enall be paid and appor

is not tne sole owner of working interests, costis, and expenses incurrod by Unit

tioned

-

a1l in accerdance with the
. the Unit Operator and the

separately or collectively. Any

working~interest owners and the

g L LITLou I

rator



linit Operalor ns providad in this section, whether one or more, arc herein reYerraoq

pJ-

Lo s the "unil operating sgreemont."  Such unit opeorating agreement o) aloo

~provide the morner in which the working-interest owners shall be entitled to rce-

ceive theiv ro)pﬁct1vn ploportlonatu and allocated uhqrc of the beneflts accrulvg

hrreto in ¢ nform1ty with their undcr1v1ng operating agroemcnts, 1cases, or other

and the work1ng—1nueresu owners as may be agreed upon by
working-interest owncrs; however, no such unit operating agreement - shall be deemed -
either to modify any of the terms and conditions of this unit agreement or to re-

Operauor of any rigiht or obligation established under this unit

-agreement and in case of any inconsistency or confllct betwecn this unit ag“eemen»

and the unit oberating agreement, this unit agreement shall govern. Three true

" copies of any unit operating agreement executed pursuant to this section should -/ . .-

be filed with}ihemSﬁﬁér§i56r and one true copy with the- Land Commission ner, pridr_tb‘

aspproval of this unit aﬁreément.

8. RIGHTS Al OBLIC&TIOKS OF UKIT OPERASOR. Except as otherwise specifically
provided herein, the exclusive right, privilege and Guty of exercising any and all

rignts of the parties hercto which are necessary or convenient for prospecting for,

. producing, storing, allocating, and distributing the unitized substances are here-

by delsgated tn ard =hall he evercised hy the Tnit Operator as herein provided.
Acceptabie eviﬁenée of title to said rights shall be deposited with said Unit Opera~
tor and, togefher with this agreement, shall constitute and define the rignts,
privileges, aﬁd obligations of Unit Operator. Nothiﬁg hérein} however, shall be
construed to transfer title to any land or to any lease or operating agreement,
it‘being understood that under this agreement the Unit Operator, in its capacity

as Unit Operator, shall exercise the rights of posseséion and use vested in the
partics Hnrctq only for the purposecs herein specified.

9. DRILLING TC DISCOVERY. Within six (5) months after the effective date

hercof, the Unit Opecratoer snall begin to drill an adequate test well at a location
approved by the Supervisor, if on Federal land, or by the Land Commissioner, if on
State lond, unless on suchn effective date a well is being drilled conformably with
the torms hercof, and thereafier continue such drilling diligently until the

Dakota Formation has been tested

y or until at a lesser

depth unitized sinbstances shall be discovered which can be produced in paying




SIS

e e wrborh DS A R i

Tooothe Land Pomm1Sb10ner 1f on S"ce 1and,

guontitien (Lo~ Wit quuntxvl-s suflicient to repay tue costs of drilling, complet.

ing and prouuc:rv operulicns, with n reasoneble profit) or the Unit Operator uAull

at any time, cstabl1uh to the saticfaction of the Supcerviser if on Federal land, or

that further

Grilling of said well vould

be unwarranted or impracticable} provided, hownver““that'ﬂrit‘Cp

IR amy —eventy be-veguired-tosd drill said well lo a deptn in ezcess of L, 700

aiscovery af a devosit of unltlzod substanceo capable of veing

sy - .
produced in pé}L*q ounntltles;'thé“Unit Operator shall continue dr1111ng dlllﬁently

one hell at a t1me3 allow;ﬂg not more tnan ‘six (6) months “between the compie tiox'“”

of one well and the beginning of the next well, until a well capable of p*ooucAug-

unitized subsﬁances in payino quantities is coipleted to the satisfaction of said

N

Supervisor if it be o n Federal land or of the ‘Lané Commissibﬁér if on State land,

‘or until it is reasonably proved that the unitized land is 1ncapable ‘of producing

guantities in the formatlons orlllpd hereunoer.
.»} .

be dec"ed to limit the right of the Un1t Operauor to

#.7% {zéd -substances in ‘'aying
‘\g V‘ 3 ;

Nothing in this section shall

resign as provided in Section 9 hercof, or as requiring Unit Oper:»or to commence

or continue any drilling during the period end’ﬁg such resig -nation becon1n ef—
v 5

. fective in order -to comply with the reguirements nf this sectlon. The Director

" ané Land Commissioner may wodify the drilling re uirements of thisg section by
i : q 3

gSronting reasonable extensions of time when; in their opinion, such action is

arranted.

caa . : e S
rovided for in this section within thyy

23
3 s

Upon failure to commence any well

- . i v < ,’n}
time allowed, including any extension ol tlne granted by the Supervisor and the

Land Commissioner, this agreement will automatically terminate; upon failure to.

continue drilling diligently any well commenced nereunder, the Supervi.sor and the

Land ComNISolOHOT ‘way, after 15- -days notice to the Unit Operator, declare this

unit agreement tern1nated.

10. PLAR OF FURTHER DEVELOPAENT AND OPFRATION. Within six (6) months

after completion of a well capable of producing unitized substances in paying

quantities, the Unit Operator shall suomit for the approval of the Supervisor and

the Land Commissioncr an accepiable plan of developmeni and cperation for the uni-

timed 1and which, when spproved by the Supervisor and the Land Commissioner, shall

constitute the further drilling and operating obligations of the Unit Operator

uncor this agrecment for the period specified theroln. Thereafter, from time to

time before tne expiration of any existing plan, the Unit Operator shall submit

-8~




. _tion_of the area or . .areas

R R SIS B

For the anproval of the Supirviser end the land Corndssioncr a plan for an acidi-

Licanl speeificd pordiod for the dovelcpusal and oporaticn of Lhe unitized land,

Any plan submitted pursuant to this section shall provide for the explhra-

I ST
B 5,

tion of the unitized area

paying quantities in ecach and every productive formation and shall be as coniplete

Py

t-id

cary forAtimelyréeQGTOpm?nh and propar conservation of the oil 2nd gas resourcss
of the unitized area and shall:
| “(a) specify the number and locations of any wells to be drilled and thE
proposed order and time for srsh drillirg; andﬁ

(b) to the-extent practicable specify the operating practices regarded as
‘necesséfy and>advisab1e for proper conéergation of natural resources.,
Sépafété'plansAmay be submitted for separate productive zones, subject to the ap-

proval of the Supervisor and the Land Commissioner. -

'S
;

the intesrosis of 211 partics to this agresment. Reasonabls

cised in comolying gith tn;’oBligations oi the approved
‘?lan of déﬁelopééht. The Supervisbr and the Landanmmissioner are'aﬁthorized to
grant a reasonable extensiom of the six-month period berein prescribed for sub-
miSSion,OI,éh iﬁitial plan of developmentbwhgre>§ﬁbh adfipn‘is justifiedvﬁecauSé.w~
of uhusﬁﬁl conditions or circumstances. After completion hereunder of a well
capa5;e of producing ﬁny unitiiéd‘sﬁbstance in paying quantities, no‘furthef wells,
except such as may be necessary to afford protection against operations not under
tais agreement and such as may be specifically approved by the‘SuPcrviSor and

the Land Commissioner, shall be drilled except in accordance witﬂ é plan of devgl—

‘opment approved as herein provided.

11. PARTICIPATION AFTER DISCOVERY. Upor completion of a well capable of

producing unitized substances in paying quantities or as soon thereafter as re-
quired by the Supervisor or the Land Coumissioner, the Unit Operator shall submit
for approval by the Supervisor and fhe Lahd Commissioner a schedule, based on sub-
divisions of the public-land survey or gliquot parﬁs thereof, of all land thcn re-
garded as reasonaoly proved to be productive in paying quantities; zll leads in

said schedule on approval of the Supervisor and the Land Commissioner to constitute

a participating area, effective as of the date of completion of such well or the

.

-~

and-Commissioner Tay deternine to be neces-




effective dats of thisg unit agr-encht, vhichever i lator. The acrsuages o bstn

~tesuraloand non-EV.rral lands shall be based upon appropriovle uowputa long (rom

th= cours=s and distances shown on lhe lasi—upproved p"ﬂ11<—Jand survey as ol ihe

_ eficctivc date of each initial partlclpatln s irea. Said schedule shall also set

forth the porcnntage of vn1t1zea substance “{o be «lloc“Lcd “as herein | pro

cd to

gach Lract in the partlcipatlpg arca &0 PStdblluh , and shall govern the allo-u~

tion of productlon commenc1ng WIth bhe effectlvc date of the ‘participating &rcas

A separgte participating area”shall berestablishe& for each separate pool or de-
posit of uhitized substances or for any group thereof which is produced as a

single vpool or zone, and any two or more participating areas so established may

be combined into one, on approval of the Supervisor and the Lancd Commissioner.

When production from two or more pavticipating areas, so established, is sdbsp—

quently found to be from a common pool or deposit said partiéipéiing areas shall

be combined into one effective as of such appropriate date as may be approved or

H "

prescribed by the Supervisor and the: Lanu Com issia . fae participatirg arez
or arecas o established shall be revised from time to time, subjzct to like ao-
- H u =

proval, to includs additional land then regarded sz reasonably provsd to To pro-

ductive in paying guantiiiecs or nccessary for unit dperations, or to‘ex:slude land

_then regarded as reasonably'nroved not to be productive in paying quantities and
. the schédule of allocation percentages shall be revised accordlng]y The effective.

aate oi any revislon snall ve iie firsl of i wonthin uhich is chtained the

knowlédge-br information on which such revision is"predicatéd, provided, h&wéver,
that a more appropriate effective date may be used if justified by the Unit
Operator and appfoved by the Supéfvisor and the Lend CommisSioner. No land shall
be excluded from a participzting area on account of dépletion‘of ﬁhe unitized
substances, except that any partiéipéting arca esiablished ﬁndér tﬁe'brdﬁiSibns of
tnls unit agreem,ht shall tsrnlnate autowatlballj wnenevelr ai]'comp}etions in the
formatiOn on wnlch‘the participating area is based are abandoned,

It is the intent of this section that a participating area shall represent
the arex known or reasonably estimated to be productive in paying’quantitieé; buf
regardless of any revision of the particivating arez, nothing herein contained
shall be construed as requiring &any retroactive aijustment for productionr obt ained
prior to the effective date of the revision of the participating area.

_In the absence of agreement at any time batween the Un)t Oporator and the

Supervisor and the Land Commissioner as to the prorer definition or redefinition

-10-~ -




RAARA A A

Lo

ot a,yarnicipuz;ﬁg ar-a, or unvlloa partinip ing aroa S o QUinS Yoy
SEERY thi~ poriion ofraL) Neywent T 3?Frctcd"th ooy ~ivoll

oY

o 3mpounded in A parner mutually acceptable to the ownars of working jntey it

ard the bupérviéai andwth@'handfcemmissiOner, Royalties ( Que the Unitéd States

#anli) be devcrmined by the Supsrvisor for Federal iands and tne 'dud Cotztid

("2 43

“gor~* & State 1avd and thc ~ﬂount thereof shall bhe Aepos sited, as directed b) Lhe-wrwmw

Supervisor and thﬂ land CowvlsSioner,'ﬁa”

v

e monoy Suntiloa parti-

cipating area 1is finally -2 proved ‘and. then dpplied as earnpd or returned in ac-

cor@ance Wlth a onternination of the sum Gue as kederal and Staté'royalty>cnrthe -

-

basis of such aﬁprovcd participatin5 area.
Whenever 1t is aetermined, subject to the approval of the Supervisor and
the Land Comm1551oner, that a well drilled under this agréement is not capable of

production infpaying quantifies and inclusion of the land on which'it is .situxted

“in a pagtiéibating area 18 unyarianted; production from such well shall, for thvb

purpdsSss of 'se ttletent amonq all parties other than working—interest owners, ove

aliocatod to ¢ ne‘land on . vaich ine wall is located unless such land 1S already

within the participating oraa estzblished for the pool or deposit frem vhich suach

‘proguction js cbtained. gettlement IOT working intervest penafits from such 2

voll sna11~hu made as provided in the unit operating agreement.

A2 - O or “““““”“*0*- A1l unitized bubstances prod dauced from each

s AT TOCATION Ur saves

participating area establishedvunder this agreement, except any part therebfTusea

~jn conformity with good‘operating practices within the unitized area for driliing,

operating, camp, and other production or development purposes, for répressuring
or recycling'in accordance with a plan of development approved by;the'Supervisor
ana "Land Lomm1351oav‘, or unavoidably lost, shall be deemed tc be produced agually

on an acreage pasis from the saveral tracts of unitized 1and of the participating

-

'area‘CStablished for such production and, for the purpose of determining any tene~

fits accruing under this agreement, each such tract of unitized land ghall ﬁave
allocated to it such percentage of said production as the number of acres of such
tracf included in said participating areca bears to the total acres of unitized
land in said partiéipating area, excepl that allocation of production hereunder
for purposes other than for sottlsmenf of the royélty, overriding royalty, or
payaent out of production obligations of the respeciive working—interest oumers,

shall be on the basis prescribed in the unit operating agreement whether in con-

formity with the vasis of allocation here n set forth or otherwise. It is nereby

11—




- particuldr pats or troot of
3 i A :
E : one participating arez is u
| ST

) part;elpxtlng arca, U

SronoAa f
rdless of whether any

seid participating arcfi.
sol for renfessurin? or roo

!{\.‘l .

1)
23

area for sale during the 1i

sQ transferred unt11

sale anu such gas unall be'

produced as such ?rea was 1

13:'

DEVELOPHENT OR OPhRATION OF.

s PPy W

fe of this agreemeuL shalkli-

e

EAY

allocated to the ﬁéfticip b

ast defined at the time of

NON-PARTICIPATI

CarE

23 .r\*.)»‘}\.l- - aAr-a Jo&L - N

welis are drilled on ony

any gas produced-tron

ycling purposcs in anothsr

ho .cons sidered to be the gao

en amount egnal to that trunuferred Qhall be so produced for

ing area from hnlch initially

such final productlou

NG LAWD OR FORhA I0HS. Any

party her

v

Land Comm1ss1orer, at such

2

i

1oca+1on 1s not

of nozice from said part

I(.‘

by t ve Unit Operator under

if any well ‘érilled

¥ -

z

vé : .productlon such tnat ine

agreement.
15 any uell drilled
such well is gituated in a

duced by the party

this agreement.
shall be paid as ‘specified

14, ROYALTY SE

oyning ar ¢o ontrolling th

test ary formatlon 1or hﬂc
‘wntnln said parLLelp
o

elncta ang- commence 5 to 21111 such

_Ld.llu
in aipartiC1pat1ng “aréa, such part

as p%ovided in this agreement and the well

. duction in quantitles 1Psuf’1c1°nt to ‘USElLy the

drilling the sam

The royalties in amount or Vv

SHTTLENENT.

_tbereon a regular well location may with the approval

narty sole rlsk,

test any formatlon for dhlch a part1c1n~+1ng area has

hoa part1c1pat1ng area has

5

1y

\is intenticn

"

-

(=%
this agreement.
as

W e

as aforesaid by a working-interest owner obtains

FR PN

participating area,

in the underlying lease and

The United States and

ROYALIY oftso

owner
under

unitized substancos, and ih

»ho 1is entitled to take in kind a

shall hereefter ve entitled to

shars

e Unit Cperator,

COSLS, and expense,

ting area; unleos

{o driil the weli'the

jcipating afearéhall‘be
' Unlt 0perator in accordance with the terms of this agreement and fﬁe'unit operating
incl

alue of production from

of the substances now

the right to take in kind

e uorklng 1nterest in any unltlzed land hav1ng -

of the Supervisor and thn

. dr111 a well o

not been established or to

been establlchod if such
within S0 days of receipt

Unit Operator

well in 1like manner as other wells are arilled

aforesaid oy & working—interest owner resvlts in

cimmn whiieh it is 31tuated may. properly be 1nc1u00d

eetabllshed or enlarged

shall tnereafter be operated by the

pro- .

usion of the land upon vhich

such well may be operated and pro-

e subject to the conservation requirements of"

ahy such well
agreements affected.

any State and any royalty
uﬂ;blzed here-

its share of the

or the working-intszrest owner in case




SR S N

-

cipating area and wi

G e e e e e . U ee gt e e e s L C e e T C
- ras .. - - - .l s 'l‘»‘ ‘, -~ - b v OQL'[ SR -‘.—kl‘.v--~l- I}I Pl "—-.l"‘ .t a'... RN

ind in ceons

1; nake dotiverics of cich reyaily ghare taken in k

formity with Lhe appliceble contracis, laxs, and rogulations.  Scttlement for roy-

a2lty interest rot taken in kind shall be made by working-i aterest owners résponsible

Lorefor under existing coniracts, laws, and rn*" lations, or by the Unit Operator,

on or bhefore the 1a°t dav of each month 1or uritized substances proqucnd durxng

s S

the,preceding calendar month; prov1ded nowever, that votnlrg herein containcd

gations for the»paymgnt of any royalties due under their 1eases;
/ if gas obtéiged fromglands not sudbject to this agreement*is introduced
into any pa“ icipéting-area ﬁeféunder, for use in représsufing, stimulation of
nroauctzon, or Jncrea51ng ultlmate recovery, 1n conformlty with a plan of opera-
tions apbrovedfby the Supertvisor and the Land COM“ISSLuuC‘, a dike amount of gas,
after settlement as herein providad for any gas transferred from any other parti-
th~appfépriéﬁ§ deduction for loss from any cause, may be vith- |
drzvin froiithe formaiicr into which the gzs is introduéeg, rogélty freé\és to dr&
£as, oﬁt noi as to any prosucis which may ve extracted therefrom; provided tﬁat

such withdrawal shall be at suca time as may be provided in the approved plan of

operations or as ﬁJG"Otherﬂisé be consented to by the Supervisor and the Land

v

Cormissioner as conforimirg to good petroleum engineering practice; and provided

111 Levdiiiiasc on thoo *“"%:naf\nn ~f this

;urther, that such rlvrt o1 withdraval sha

unit agrecerment. ;
Royalty due the United Statés shall be computed as provided in the operating‘

regulations and paid in value or delivered in kind as to all unitized‘%Ubstances

zed Federal land as provided

on the basis ﬁf the amounts thereof allocated to uniti
?efciﬁ‘af the rates spégified in the respective Federal leases, or at such lower
rate or rates as may be authorized by law or regula
on.which the royalty rate deperds on the daily average prodpction per wéll, said
average production shall be determined in accordance with the operating regulations
as though each participating area were a single consolidated lease

Royalty due on account of State lands stall be computed and paid on the -

~

vasis of all unitized substances allocated to such lands.

Rental or minirn royalties due on leases committed

15.  TPEHTAL SETTLEMBHT.

st owners responsible therefor under existing

-13%-

[P S




operate to reiicve the lissees of any irand from their respective lease cvligatzions
for the payment of any rents) or minimum royalty due unier their leasss. Rental

--or minimum royalty fer-lands of the United States subject to this agreement shali

~

Ve paid at the rate specified in the respective leascs from the United States un-
*‘7 , 77—~ . less such rental or minimum royalty is waived, suspende(, or reduced by law or by
3 ’ - Tooo T e . A B - :

approval of tlie Secretary or his duly autiicrizéd repvesentabive.

Rentals on State of New Mexico lands subject to this agreemént shall be

paid at the rates specified in the respective leases.
With respect to any lease on noh—Federal-land cdntaining provisions which
would terminate siuch lease unless drilling operations are commenced upon the land

covered thereby within-the time therein specified or reatals are paid for the pri-

7

notwithStanding aﬁy other pnoviSibn »f this ag;;ement;'be deemed to accrue and be-"

e i~m payable during the term thereof as extendeéd by this agreement and until the
“roquired drilling operations are commenced upon the land covered thereby or until
some fﬁ;tion of such land is included within a participating aréa.

- 16.: CONSERVATION. Operations hersunder and prodiuction of unitized substances

shail be conducted to provide for the most economical and efficient recovery of

said substances withoui wastcy uc 2efined by or pursuant to State or Federal law

or reguiation.

s deadininy, a8 bencdmeitmerd s n w4

L : o 17. DRAINAGE. The Unit Operator shall take such meééurés as the Supervisor
[1  o f . and Land Commissioner deem appropriate and adequate to prevent drainage of ‘unitized

substances from unitized land by wells on land not subject to this agreement .

18. LEASES AMD CONTﬁACTS CONFORMED AND EXTENDED. The terms, conditions,
and provisions of all leases, subleases, and other contracts relating to exploration.

drilling; development, or operation for oil or gas on lands committed to this agree-

ment are hereby expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise to remain in full force and

effect; and the parties hereto hereby consent that the Secretary, as to Federal

leases and the Land Commissioner, as to State leasas, shall and each by his ap-
proval hereéf, or by the approvel hercof by his duly authorized representative,
does hereby establish, alter, change, of revoke the drilling, producing, rental,
minimum royélty, and royalty requirements of Federal and State leases committed
hereto and the regulations in respect thereto to conform said requirements to the

provisions of this agre went, and without limiting the generality of the foregcing,
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all .leases, cublzases. anid coniractE ars: g

’J
ot
-

artidularly modifizd In ascsrdance Wi
the follow;n

(a) The de\clopnen» and operat1on of lando subJeo» to this agreement under

the terms therof shall ve deemed full performance of all obllgatlons for develop-

’ment and operation with respect to each and every separately owned tract subject

to:this'agreement, regardless of whether there is any development of any_partlcu;;
lar tract of fhevﬁnit area. " ;

(p) Drilling and produc1ng operatlons performed hereunder upon any tract
of;unitized lands wiil be accepted and deemed to be performed upon and for the |

benefit of each and evexy tract of unitized land, and no lease shall -be deemed to

expire by reason of failure to drill or produce wells 51tuated on the land therein -

embraced.

.
£

(c) Suspension of drllllng or produ01ng operatlons on all unitized~1andsif‘
pufsuant to direction or consent of the Secretary and’ the Land Comm1531onec, or ;g,
hlS duly anthorlzed representative, shall be deemed to- constltuteysnoh suspensfoné

pursuant to such dlrectlon or conse¢nt as to each and every tract of unitized land.

A suspen51on of ‘drilling or oroduc1ng ooeratlons 11m1ted to spec1f1ed lands shali

be appllcahle only to such _ands.

(d) Each lease, suolease, or contract relating to the exploration, arilling,

‘development or Operaiivn fof cil o gas &7 lands other ,hepxthose»ofethg;gniﬁ?ai;f,
States and State of New Mexico committed to this agreement, wnirh by its temms>:
migﬁt expire prior to the termination of this agreement, is ‘hereby extended beyond
any such terms so provided therein so that it shall be continued in full force end
;effeot for and during the term of this agreement.

(e) - Any Federal lease for a fixed term of twenty (20) years or any renewal
thereof or any part of such lease which is made subject to this agreement shall con-
:tlnue in force beyond the term provided théein until the termination hereof. Any
other Federal lease committed hereto ehall continue in force beyond the term sO
provided therein or by law as tc the land committed so long as such lease remains
subject hereto, provided that produciion is had in paying quantities under this unit

agreement prior to the expiration date of the term of such leas~, or in the event

actual drilling operations are commenced on unitized 1and, in accordance with the

. provisions of this agreement, prior to the end of the primary term of such lease

and are being diligently prosecuted at that time, such lease shall‘be extended for

two years and so long therecafter as o0il or gas is produced in paying quantities in

AT




accordance with the provisions of the Mineral Leasing Act Revision of 19£0.
(f) Bach sublease or contract relating to the operation and development of
unitized substances frem lands of the United States committed to this agreement,

which by its terms would expire prior to the time at which the underlying lease,

”“ES'éxtended by the immediately preceding paragraph,'ﬁill expire, is hareby extended

beyond any such term so provided iheféiﬁ‘so>€hat itfshall be cantinued in full force

and effect for and during the term of the underiying lease as such terd is herein

extended.

(g) The segrogation of any Federal Lease committed to this agreement is

governed by the following provision in the fourth paragraph of Sec. 17 (j) of the

Mineral Leasing Act, as amended by the Act of September 2, 1960 (74 Stat. 781-784):

"Any (Federal) lease héretofore or hereafter committed to any such (init) Plan em-

bracing 1ands that are in part within and in part outside of the area covered by
a4

any Sicn nlan ahall be segregated 1nto separate leases as to the lands commlttﬂd

and the 1ands not commltted as of-the ef; ctive date of unitization: Provided

however, that any such lease as to the nonunitized portion:shall continue‘in‘foree

and effect for the term thereof but for not less than two years from the date of

~ such segregation and so long thereafter as 0il or gas is produced in paying quanti-

ties,"

(h) In the event the Iaitial Test Well'is commenced prior to the exviration

datc -f rne'aucrtost term State Lease within the Un1+ Area, any lease embracing

lands of the State of New Hexlco vhlcn is made snoject thls agreement shall
continue in force beyond the term provided therein as to the lands c;%;;t£ed ne;c»v'7
untll_the termination hereof.

(i) Any lease embracing lands of the Statc of New Mexico having.only a
portion of its lands committed hereto, shall be segregated as to the protion com-
mitted and the portion not committed, and the terms of such lease shall apply
separately to such segregated protions commencing as of the effective date hereof;
provided, however, npotwithstanding any of the provisions of this agreement to the
contrary any lease embracing lands of the State of New Mexico having only a portion
of its lands committed hereto shall continue in full force and effect beyond the
term provided therein &s to all lands embraced in such lease, if oil or gas is dis~
covered and is capable of being produced in paying guantities from some part of
the lands embraced in such lease at the expiration of the secondary term of such
lease; or if, at tne expiration of the secondary term, the leasee or the Unit Opera-~
tor is then engaged in bona fide drilling or reworking éperations'on some part of

the lands embraced in such lease, the same as to all lands embraced therein, shall



flnstrumentgof transfer.

remain in full force and cffect so long as such operations are being diligently

]

prosecuted, and 'Lf they result in the production of oil or gas; said leasc shall
contimie in!full force and effect as to all of the lands embraced therein, so long
thereafter AS'oil or gas in paying quantities is being produced from any portion

of said lands.

19. COVENANTS RUN YITH LAND. The covenants herein bhell ‘be-construed _to

covenants runnlng dlth the land with respect to the interest of the parties hereto

and their successors in 1ntere t unt11 th agre ﬂrt termlnates, and any grant,

transfer, or conveyance; or 1nterest in land or 'eases subject hereto shall be and
hereby is éonditioned upon the assumptioﬁ of eil-béiviieges and obligations hereunder
by the graéfee, transferee, or other sucéeSSor‘in interest. ‘No assignment or trans-
fer of anJ worklng interest, royalty, or ‘other 1nterest subaect heretc shall be
b1nd1ng upon Unit Operator until the flrst gday of the calendar month after Unit
Operator 1s furnlshed with the or1g1na1 photostatlc, or certlfled copy of the

- 5/‘ i

20.; EFFECTIVE DATE AHD TERY. This afreement shall becore effective upon

<

approeal ﬁy‘the Secretary and the Land emmi581oner or his duly authorizad reyre-
sentetiﬁeg ﬁid snall terminate five fS) years from saié effectiye date unless

‘(aéiﬂsuch date of expiration is é#tended by the Director and the lLand Com-
missioheré;or ‘

(b) 1t is reasonably determlned prlov to the explratlon of the fixed term

or any extens1on fhercof that vhe un;tlzed lana 1s lUbdﬂaULs vffprc“"ﬂ+*nn LAk R 1F2) P

tized snbstances in paylng quantltles in the formations tested hereunder and after
notice of 1ntentlon to terminate the agreement on such ground is given by the Upit
Operator%to all parties in interest at their last known addresses, the agreemeﬁt
is termiéeﬁed with:the appreval of the>Supervisor and the Land‘CemmissiOner, or
(c) a valuable discovery of unitized substances has been made or accepted

on unitiZed land during said initial term or any extension thereof, in which event

the agreement shall remain in effect fer such term and so long as unitized substances

are ﬁrodtced in quantities sufficient to pay for the cost of producing same frou
wells oq unitized land within any participating arsa established hereunder and,

snould ﬁrvdact'on cease, SO long thereafter as diligent operatiohs are in progress
for the ‘restoration of prcduction or discovery of new production and so long there-

after as unitized substances so discovered are - produced as atoresaid, or

=17~
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vd) it is terminatei ag Asretolore provided in this agresment, This agria-
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ment may be terminated at any time by not less than 75 per centum, on an acreag=
bhasis, of the working-interest owners signatory hereto, with the approval of the

Supervisor and the Land Comnissicner; notice of any such approval to be given by the

Unit Operatoi to all parties hereto. T »

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION.. The Director is

__hereby_vestéd with authority to alter or modify’ from time to time in RHig-liscretion

the quantity and rate of produétibnrunder this agreement when such quah£££§<§hd
rate is not fixed pursuant to Federal or State law or does not conform to any state-

wide voluntary conservation or ‘allocation program, which is established, recognized,

and generally adhered to by the majority of operators ir such State, such authority

being hereb& limited to alteration orﬁmodifiéation_in the bublic interest, the pur-

" pose thereof and the public interest to be served thereby to be stated in the order

“of alteration or modi
also hereby vestéd with authority to alter or modify from time to time in his dis-
cretion thé ‘rate of prospscting and development and the quantity and rate of pro-~

duction under this agreement yhen such slteration or modification is in the interest

of attaining the conservation objéctives stated in this agreement-and is rot in

. violation of any applicable Federal or State law.

Powers in .this section vested in the Director shall only be exercised after

notice to Unit Operator and opportuniiy fus liceiing tc bo Held nnt iess ihaun 15

‘*days'fromxﬁétice.

22. APPEARA?CES. Unit 6perator shall, after notice to other parties affécted,
have the right to appear for énd on behalf of any and.ail interésts affected hereby
before the Department of the Interior and the Cémmissioner of Pﬁlbic Lands and to
appeal from orders issued ﬁndér‘the regulations of said Department or Land Commis;
siéner or to apply for relief from any of said regulations or in any proceed}ngs
relative to operations before the Department of the Interior or the Land Commission-
er or any other legally constituted authority; provided, howéver, that any other
interested party siull &lsg have the right at his own expense to be heard in any
sitch proceeding. ' .I

'23. NOTICES. All notices, demands, or statements required hereunder to he

giveh cr —endered to the parties hereto shall be deszmed fully given if given in
writing and personzlly delivered to the party or sent by postpaid registered or

certified mail, addraszed to such party or parties at their respective addresses

~16-




set forth in connsction with the signatures hereto or to the ratification or con-
sent hereof or to such other address as ony such party may have furnished in writing
to party scnding the notice, demand or statement.

24. NO w’AiVER OF CERTAI'N RIGHTS. HNothing in this agreement contained shall

he consfrued as a walver oy any parcy “héreto of the xigu to-assert-any legal-op———

constitdtionalirivht or defense as_to the validity or invalidity of any law of the .

tions issued thereunder in any way affecting such party, Gr as a waiver by any suchrw -

party of any right beyond his or its authority to waive.

, -
25 UNAVOIDABLE DELAY. All obllgatlons under Lais agreement requlrlng the

Unit Operator to commence or continue dr1111ng or to operate on or produce unltlzed

substances from any of the lands covered by this agreement shall be suspended'while

the Unif Operator>despite the exercise of due care and diligence, is prevéﬁted from

~ complying with such-obligations; in -whole or inm part, by strikes, acts of God,
: Federali State, or municipel 1ew or'agencies, unavoidable accidenté, uncontrollgble
—delays in transportation, inability to obtain necessary materials in open marxet,
or other matters beyond the reasonabtle control of the Unit Operator whether s*ﬂllar
to matters herein enuﬁerated or not. No unit obligation which is suspended under

" this section shall become due less than tairty (30) days after“if‘nas been deter-
Ttmined thet the suspension is no 1onger applicable. Determination of ‘creditable
v"Unavozdable Delay" ‘time shall be made Dy Uit wuil Oporaiirtinhiact fa ef??ﬁﬁalfdf;

' the Supervisor and the Land Commissioner. v

- 26. NONDISCRIMINATION. In-connection:with the performance of work uader
thls agreement the operator agrees to comnly with all the ¢ rdvieiOns of section
L 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319), as amended,
which are heéreby 1ncorporated by reference in this agreement.

27. LOSS OF TITLE. In the event title to any tract of unitized lamd

shall fail and the true owner cannot be induced to join in this unit agreement,
such tract shall be automatically regarded as not committed hereto and there shall

A

Le such read JlStcohf of future costs and benefits as may be required on account of

the loss of such title. In the event of a dispute as to title as tc any royaliy,
rorking interest, or other interests subjsct thereto, payment or deiivery on account
thereof may be withheld without liadbility for interest until the dispute is finally

settled; provided, that, as to Federal and Statz land or leases, no payments of

-19-
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funds due the United States or the State of New Mexico should be withheld, but

such

funds shall be deposited as dl?ebtcu b, ‘the Supervisor and such funds of the

‘State of New Mexico shall be dep031ted as directed by the Land Commissioner, to be

held as unearned roney pendlng final settlement. of the title dlspute, and then

applled as earned or returned in accordance with such flnal oettlemen+ T “f”""%”—n—“w-~w

Unlt Operator as such is relieved from any responsxblllt' for any defect

or’ fallure of any title hereunder.

28. NON~JOINDER AND SUBSEQUENT JOINDER. If the owner of any - ou.,':;% itial

.

interest in a tract within the unit area fails or refuses to subscribe or consent

to .this agreement, the owner 6f the working interest in that tract may withdraw said

tract from this agrggmént by written notice delivered to the Supefvisor and the
Land Commissioner and the Unit Opefator pfior to the approval of this aéreement

by the Supervisor. Any oil or gas 1nterests in 1ands w1th1n the unit area not com-
mitted hereto prior to submission of this agreement for flnal approval may there-
after be<comm1tted hereto by the owﬁep or<owners.thereof sulacrlblng oy coﬂsentiqg
to‘this agreement, and, if the interest is a working interest, by the owner of such
1nterest also subscribing to thes unit overating agreement. After operations are
sommenced hereunder, the.Fxgéu of subsequent joinder, as provided in this section,
‘by a'ﬁdfkiné;iﬁtéféét owner is sﬁbjeé{ to such réquiremehtsgor approvals, if any,

pertalulng to such joinder, as may be provided fbr in the unit operating agreement.

After f1na1 approva. veLEQ;;hdviﬁd,_ by a2 non~working xzrtérest ouner most bewdon5
sente to in writing by the working-interest owner committed hereto‘and»reépoﬁsible
féf tke ﬁajmeﬂf;af any benefits thét may’accrue hereunder in behalf,of\éuéh non-
working interest. A non-working interest may néﬁ be committed to this unit unless
the correspbnding working interest is chmitted‘hereto. Joinder to the uﬁit agree-
ment by a working-inferest owner, at any time, must be accompénied by appropriate
joinder to the unit operating zgreement, if more than one committed wofking~interest
owner is involved, -in order'fOr the interest to ke regarded as committed to this
unit agreement. Except as may otherwise herein be provided, subéequent joinders

to this agreement shall be effective as of the first day of the month following the
filing with the Supervisor and the Land Commissioner of duly executed couhterparts
of all or any papers necessary to establish effective commitment of any tract to
this agreement unless objection to such joinder is duly made within sixty (60) days

by the Superv1sor and the Land Commissionar.

20~
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29. COWIIERPARIS. This agresment may oe executed in any number of counter-

ds to Be eXecuted by all parties or may be ratified or

. - o~ \
~parts-noc onz or

©
£

1ich nees

consented to b' separate instrument in writing spegifically referring hereto and
Yy

snall be blndxng'upon all those partles who have executed such a counternart; vatiw

flcatlon, or consent hereto with the same force and effect as_if all such parties
_had signed the same document and regardless of whether or not it is executed by all.

other parties owning or claiming an intsrest‘in the lands within the above-described

unit area.

. workingiihfefest owner of the right to surrénder vested in such>ﬁarty by any lease,
sublease, or operating agreement as to 511 or any part of the lands covered thereby,
providéd that each party who will or ﬁight acquire such working’iﬁterest by such
surrender or by forfeiture as hereafﬁerﬂset”forth,'is bound by ﬁhe'terms of this
agreement.

If as a. result of any =uch surrender, the working 1nterest rlvhts as to

such lanas beCOﬂe vested in any party other than the fee owner of the unitized sub-
stances, szid party nmay forfeit such rights and further benefits from operaticn
hereunder as to said land to the party next in the chain of title who shall be and

tecome the owner of such working interest.

Thacams woct2d inihE Tee vmier of cn° unltlzed substances, such owner may.

(1) Accept tkose worklng : rests rlghts subgect to this agreement and
the unit"operating agreement; cor |

(2} Lease the portion of sﬁch land as is included in a participa?ihg area
established hereunder sﬁbject to this agreement and the unit operating agreerient.

(3) Provide for the independent operation of any part of such iand that are
not then included within a participating area established hereunder.

If the fee owner of the unitized substances does not accept the working-
interest rights subject to this agreement and the unit operating agreement or lease,
_such lands as abave-nrovided within siz {0} woallis after the surrendered or for.
feited working-interest rights becore vested in the fee owner, the benefits and
obligations of operations accruing to sich lands under this agreemant and the unit
operating agreement shall be shared by the remaining owners of unitized working

interests in accordance with their respective working interest ownerships, and

such owners or working interests shall compensate the fee owner of unitized sub-

-21-

20. SURRENDER. Nothing in this agreement shall prohibit the exercise by any

If, as the reswit of’ any such surrender or forfelture, worklng 1nterest rlghts;A;g




e el

stances in suca iands oy paying sums egquai to the rentals, minimum royalties, and

royaltles applicable to such lands undﬂr the lease in vffect when the lands w;re

unltlzed.

An appropriate accounting and settlement shall be made, for all benefits

“accruing to or paymerits and expenditiuces made or incurred on behalf of such surren-

‘dercd cor fc. feited working interest subsequent to the date of surrender or forfeitufe,

and payment of any moneys for=d to be owing by such an accounting shall be made as =

‘between the parties within thirty (30) days In the event no unit operating agree-
ment is in‘existence and a mutdally acceptable agfeement between the proper parties
thereto cannot be consummated; £he Supervisor may prescribe such reasonable and
equitable agreemenﬁ as he deems. warranted uader the circumstances.

The exercise of any rignt vested in a Qo_king—intereSt owneritd reassign
such working interesf to the party from whom obtained shéll be subject .to the same
conditions as set forth in this section ir regard to the exercise of a right to
surreﬁder.

. ZTAXES. ”he wor&wnv—lnterest owners shall render-and pay for thelr ac-
count and the account of the royalty ovners all ;alld taxes on or measarpd by the
uritized substatices in ard under or that nay be produced, ‘gathered, and sold from
fhekland subject to this contract after the effective date of this agreement, or .

upon the proceeds derived therefrom. The working-interest owners 6n each tract

“‘shall .and. may charge the proner proportlon of sald taxas to the royalty owners

having interests in sa1d tract, and may currently retaln and deduct “sutficient oi
the unitized substances or derivative products, or net yroceeds»thereof from the
allocated share of each royzlty owner to secure reimbur§ement for thgytaxes so paid.
No such taxes shall be charged to the United States or the State of New ﬁexico or
to any lessor who has a contract with his lessor who has a contraéf withrhis lessee
which requires the lessee to pay such taxes. |

32. . NO PARTNERSHIP. It is expressly agreed that the rolation of the parties

hereto is that of independent contractors and nothing in this agreement contained,
expréssed, or implied, nor any Opefations conducted hereunder, shall create or be
deemed to have crealzd a partncrshin or association between the parties hereto or
any of thenm.

%3. CONTLICT OF SUPERVISION. WNeither the Unit Operator nor the working-

interest owners, nor any of then, shall be subject to any forfeiture, termination,

or expiration ¢f any right hereunder or under any leases or contracts subject heretn,
y .
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or to any penaity or liability on account of delay or failure in whole qr in port
to comply with any applicable provisions thereof to the extent>tha§ §he said‘Unit
Operator or the workingéinterest owners, or any of them, are hindered, delayed, or
preventcd from complying'ﬁherewith by recason of failure of the Unit Operator to
_obtain, in the exeerse‘éf due diligence, the concurrence of proper'represnutatives
of the United States and proper representatives of _he State of New Mexico in and -
stout any matﬁers or things concerning wnich it is required‘hefeiﬁ that such con-
currence be obtained. The parties hereto, including the State Comsission, agree
that all powers ani authority vested‘in the>$tate_Commission'1n ang by any provi-
eions of this egreement are vented invthe _State Conmissioﬁ snd:shall be exercisod

by it pursuant to the prov1slons of the laws of the State of New Mex:.co and sub;ject

laws of the State of New Mexlco.

34, SURFACE AKD mYVIROﬂ? NTAL PROT"CTIOV STIPULATIONS. 1Nothing in this

stiﬂg to surface management or such sp801a1 Fedéeral Lease stlpulatlons relatlnﬂ
to surface and environmental protection, attached to and made a part of, 0il -and

Gas Leases covering lands within the Unit Area.

IN WITNESS WHEREOF, the parties hereto have caused fhis agreement to be

exec"ted and Lave set opposxte thelr respectlve names the date of executmn.

'

A’l“l’EST B | A . TESORO PIJ‘I‘ROLEUM CORPORATION

"\h-.
Ll 7

o Assistant Secretary Richard M. Riggs Vice res1® t
&7 N Address: 870C Tesoro Drive - ‘

ol a2 . San Antonio, Texas 78286 -
LnTmaRt o UNIT OPERATOR _
' - 3—4-9»/o;n ~ e -2
STATE OF TEXAS )
. _ ss
COUNTY OF BEXAR ) .
The foregoing instrument was acknowledged before me this - 18th day of
Tebiuaiy R 19?&, by Richard M. Riggs A vho is
Vice President of Tesoro Petroleum Corporation, a Delaware
— i ’ . (State of Incorp.)
o ;J_ n; corporation, for and on behalf of said Corporation.
..;-' i3 PR j . :

ST T . . ‘ '

-.: :‘-‘:. ) il Y- A .":.'--' : . » '

%i}i—: Comn{ssxén ‘Expires: C;Siqj/ . Af{ (%;nhzZﬁZJL{é/

R / } j " Notary Public

-51)4 A ' 6 -

Ly g .

: )’/!J,'/’:: ’i.; '.‘.;\ & \\‘.C' ' LINDA B CONSTABLE

YA ‘ NGTARY PUBLIC, BEXAR GOUNTY, TEXAS

COMMISSION EXPIRES: JUNE 1,19 75

in any case to appeal or Jua1c1al review as may now or hereafter be prov1ued by the-

Jf' agreement shall mod1fy or change elther the spec1a1 Federal Lease stlpulatlons ‘re-
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7 xuIBIT "B |

CHEDULE OF 'LAND AND LEASES

"COAL CREEK UNIT AREA
‘San usmu.oo¢v¢w. i

" OVEERIDING ROYALTY

SERIAL NO. BASIC . . - VE] WOELING INTEREST
g EXP. DATT ROYALTY 1ESSEE OF RECORD lmmwu PERCENTAGE JANN PERCENTAGE -
, .‘ m N : .
WH-0555845 U.S.A.  Raymond Chorney - 25.0% - gtailey M. Bdwards 2.5% Raymond Chorney 25.00%
03-31-75 12.5% Kirby Petroleun Co. - 25.0% 1. 3. Driskell 2.5% Kirby Petroleud Company 25.00%
Aquitaine ‘0il Corp. - 25.0% Aquitaine Jil Corp- 25.00%
Natural Gas Pipeline Co. - 25.0% , Natural Gas Pipeline Co. wm.oo&
2. Ta22-N. R-12-W. NMPM D .
Sec. 33; &l 6L0.00 NM-0555877-A i U.S8.h. Delaware-Apache CoTP. Causper College Foundation 875% Delavare-hpache CorPe. A1l
‘ 03-31-75 '12.5% _ Raymond Chorney 2.625%
3. 23N, R-13-¥ w . o u
Soc. lij SZF NM=0555915-A T.She Chorney 0il Company = 1i.7%% Feymond Chorney 3.0% Chorney 0il Company 18.75%
| Sec. 233 Tk  02~28-75 12.506 ' Natural Gas Pipeline Co. - 18.7%% . Natural Gas Pipeline Cc. wwm.nm*
, ‘ Aquitaine O3l Corp. - 18.75% Aquitaine Oil Corp. 118.75%
Kirby Petroleum Co. - 18.75% Kirby Petroleum Coxrp. wwm.ﬂm&
Tesoro Petroleum Corp. = 25.00% Tegoro Petroleum Cocpe ' 25.00%
b, 723X, R-13-u, NPR : | ) |
Sec. 273 ALl "5hG .00 NM-0555916 7.5.A.  Tesoro Petroleum Corpe Casper Co:.lege Foundation .875% Tesoro Petroleum Corp. ALY
m v 03-31-75 12,5k | Paymond Chorney 2.625%
5. P23, R-13-W, NMEM _ ) “ _ :
Sec. 293 All ~ 640.00 NM-0555916-A g.5.A. McKnight Pet. Trust - 75.00% Casper College Foundation .875% McKnigh® Petroleun Trust qu.oom
o 0%-3-75 12.5% McAlester Fuel Co. = 55.00% Raymond Chorne SR W R i L 125.00%
| . ‘Williem J. A. Johnson 1.0%
6. -
” Uzzuommmumm . TU.S.A. McKnight Pet. Trust - 75.00%. Thomas D. Chase 1.0% Meknighv etroleum Trust mﬂm.oox
| 103-31-72 C12.5% Mchlester Fuel. Co. = 25.00% ' Dorothy Chorney 2.0% McAlester Fuel Co. 25.00%
o, pozzeN. Roi2od NMPM .
b Sec. 183 ~0%tS D L, : | _ H - : :
TSR 85,42 NM-055683H U.S.A.  Raymond Chorney - 25.00% . Stanley M. Edwards 2.0% Reymor.é Chorney 25.00%
Sec. 1G; Lots 5 thra - Ob-30-75 12.5% Aquiteine 0il Corp- ~ 25.006% L..C. Driskell 2.0% pquiteine Oil Corp. 25.0C%
2 : _ Natural Gas Pipeline oo.n,mm.oo&.uwopﬁmwwno And Natural CGas Pipeline Co. 25.00%

Kirby Petroleum Co.

- 25.00%

erson 1.0%

Kirby Petroleun Co.
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R

, ; . Faliioit "3" - Pzge Two
) ‘ - B : : : Coal Creeck Unis

»

8. mo2T.. Bo12-W, NMPM

Z

W Sec. 2t; 3T-SZx 40.00 NM-0556834-A  U.S.A. Delaware-Apache Corp. Raymond Chorney 2.5% Delawa:re-Apache Corp A1
| . 0L-30-75 12.5% : . Jacqueline Anderson 1.0%
9. 2237, 5-23-Y, NMEH ‘ | |
Sec. Zc; AX1 . 640.00 M-0556836 d.:.». Tesoro Petroleunm Corp. Raymond Chorney 2.5% Tesoro Petroleum Corp. A1l
W - O4-30-75 pm 5% o -~ " W. H. McDermott 1.0% - : :
10. T_23.5. R-13-W, NMPM .
, Sec. 14; SWA - L480.00 - NM-0558416 U.S.A. oonSo% OPH Co. - 18. ﬂm& W. E. Tolan 2.0% Crorney 0il Co. . 18.75%
Sec. 23; Wk 11-30-75 12.5% Natural Gas Pipeline Co.-18./'S% Raymond Chorney 1.0% Naturzl Gas Pipeline Co. 18.75%
. W bmcpwmpu1 0il Corp. - 18.75% Aquitaine 0il Corp. 18.75%
W W - Npawq Petroleum Co. - 18.75% o Kirty Fetroleum Co. 18.75%
w ” . : ‘Tesoro mﬂduowmcs Corp. - mm,co& _ Tesorc Petroleum Corp. 25.00%
W 1l. T-23-N. R-13-W, NMPM - W A
_ Sec. 13; Sk 160.00 NM-0558650  U.S.A. | Chorney 0il Co. - 18.75% . Raymond Chorney 3.0% Chorney Oil Co. 18. wm&.ﬁa
! V 12-31-75" 12.5% ~Natural Gas Pipelire Co. - ..0.75% Naturzl Gas Pipeline Co. 18.79%
"Aquitaine 0il Corp.-=- 18.75% Aquitzine 0il Corp. 18.79%
Kirby Peiroleum Co. - 18.75% : Kirby Petroleum Co. 18.75%
Tesoro wﬁanowmcs Corp. - 25, co& _ Tesorc Petroleum Corp.  25.u00%
: 2. T-22-N. R=13-W, NMPM N _ .
W Sec. 34; ALl 640.00 ZZnommmWrH U.S.A. Tesoro Petroleum Corp. Es'. of F. C. Grigsby 3.5% Tesora Petroleum Corp. All
: 02-28-7 : K . , >

13, T-22.N, R-12-W, NMPM
Sec. 1925 Lots 13 thru

: .20 326.99 NM-3034 U.S.A. Hanlad 0:l1 Corporation’” NONE T e m e Bynlad VIl Cos %83.! A1l
08-31-77 ; . o
14, Te23-, R=-12- nv‘zzwz : ‘ :
Sec. 25; ALl 640.00 NM-4280 ‘U.S.A. Delaware-Apache Corp. L. C, Driskell 1.5% Delaware-Apache Corp. A1l
01-31-78 12.5% _ " W. D. Talan 0.5%
Esther Chorney 1.5%




L
o
w_ , ; . S , o . o xilint Tzt - Page inree
, : v , ’ © Cozl Ureexg Unit Area
L 15. T-23-N. F-12-W, NMPM . o , :
| Sec. 13; SEA 1 160.0C NM-7020 U.S.A. Kirby Petroleurt Co. - 25.00% NCIE Kirty ZFetroleum Co. 25.00% |
: 07-31-78 12.5% Natural Gas Pipeline Co.- 25.00% Nasural Gas Pipeline Co.  25.00%
C o : Aqui’ taine Oil Corp. - 25 oo& ALguitzine 0il Corp. 25.00%
w Chorney il Cowpany - m 00% Crhorney Oil Company 25.00%
16. T-23-X. R22-W, NMEM
| : Sec. mo Lots 2 thru 6, : A . )
: 11 thru 1% 331.22  NM-8229 U.S.A. Raymond Chorney- 25.00% H, A. Rich, Jr. .25% Reirmond Chorney 25.00%
, 11-30-78 12.5% Kirby Petroleum Co. - 25.00% John Oakason 75% Ki:voy Petroleum Co. 25.00%
| - A Aquitaine 0il Corp. - 25.00% Stanley M., Edwards 2.0% Aguitaire 0il Corp 25.00%
. B _ i : . Natucal Gas Pipeline C0.-25.00% L. C. Driskell  2.0% Nataral Gas Pipeline Co. 25.00% .
17. T_23.N, R-12-W, NMPM 4, .
Sec. 28; W, . - | o
; : NASEW -+ 400.00 NM-15657 U.S.A.  -lztec Oil & Gas Co. o NONE . _ Avcve 4.820 f*.
o 07-31-82 12.5% “ : ,, ’ o Aztec Oil & Gas Co. 40 .00% "]
_ ,, B e ‘ Tesoro Petroleun Corp. 60.00%
- C s Below 4,820 ft.
. b : e - Kztec Oil & Gas Co. AL
18. 7-22-N, R-12-W NMPM
Sec. 30; Lots 1! thru 4, : : )
Ep, EfL . 635.32 NM-17017 U.S.A. mc.mxw 0il Qosmmbq of Um..;zmﬁ.m Guy M. Willis 1.5% Husky Oil Company of Del.  All
L 11-30-82 12.5% .. Rilla M. Willis 1.5% ;
19. 7-23-N, R-12-W, NMPM . ' : S .
Sec. 31; Lots 1! thru &4, - A , . : o . .
E, B | 635.28 NM-18951 U.S.A. _z%,omgw ‘Fuel Co. - 25.00% Dorothy Langley . 5.0%.. ¥aMestar Enal Co. | 25.00%
. 08-31-83 12.5% zoﬁpmﬁ Petroleum Trasi - d ooa McKright Petroleum Trust 75.00% -
. 20. T-2%-N, R=13-W, NMPM . , . . :
Sec. 24; ALl - 640.00 NM-1.9572 U.S.A. McAlester Fuel Co. - Nm.uo& Ruth Ross 2.0% Mctlester Fuel Co. 25.00%
‘ 11-30-83% 12.5%  McKnight Petroleum Trust - 75.00% Wm. J. A. Johnson 1.0% Mc¥night Petroleum Trust  75.00%
- 2l. T-2%-N. P-12-V, NMPM
Sec. 2C; Lots!l,2,
; 7 thru 10, 15, 16 , . ; ” :
W Sec. 28; SWA, 531,08 NM~23240 U.S.A.  Tesoro Petroleum Corp. Josephine Frye 7 5% Tesoro Petroleum Corp. ALl

S ASER A, 12-31-84 12.5%

TOTAL: 9,945.31 acres Federal Lands




m. l....q D

.M.I-N v AT )
Sec. 323 A1l 640.00 °  K-4940-1
J 04~20-75

T-23-N. R-13.%, NMPM| .

Sec. 3%; NEA, 520.00 K-4oly.5
Ak, STRNWDA, | 0k~20-75
SWh, WHSEA H

T-23-%, R-13-. IMPM

Sec. 36; EfSEA, 120.00 L-3564
SLYNW% o _

09-16-79

State
12.5%

State
12.5%

State

12.5%

STATE OF NEW MEXICO LANDS

-

‘wmqaosm osowbm%;

Umpmsmumnbwmoww Corp.

McKnight @mﬁ. Trust 75.00% . mmwsonm.cwoanm%
McAlester Fuel Co, - 25.00% Wm. J. A. Johnson

iy

Kenneth McPeters ~ NONE

TOTAL: 2,280.00 acres State of New Mexico Lands

3

Recapitulation

Delawari~ipache Corp.

McKnight Petroleum Trust
McAlester Fuel Cozpany

ot

Kenneth zowmnowm

,mwmrm.uwwmowmm,WmmmHmH Lands; 88.60% of Unit Area

1.280.00 acres State of New Mexico Lands; 11.40% of Unit Area

- 11,225.31 acres

100.00% o7 %

PtV ong IR ¢ n

AL

75.00%
25.00%

All

s e ————




CONSENT AND RATIPICATIOW
COAL CREFK UHNIT AGREEMEIIT
SAMN JUAN COUNTY, NEW MEA1ICO

- The undpr 1gned (whbthﬁr one or more) hereby acknowlcdges receipt of a copy of the
_ Unit Apreement for ;he Divelopnent and Operation of Ui Conl Creek Unit Arca’

embracing 1ands situatcd in San Juan County, Hew Mey:co, which said Agreqment is

dat«d the 22nd day of Januarys- 975, and acknowledge ‘that

reof. The unders1gned .also being the

are familiar with the terms and cond1t10ns the
or other 1nteres+s 1n the 1andu or mlnernls en- o

owners. of the 1easehold royalty,

[

. braced in said Unlt Area, as indicated on the schedule

f their sald'interests to the Coal

ment as Exhibit "B", do hereby commit all o

'Creeﬁ‘ﬁnit Agreement and do hereby consent thereto and ratify all of the terms

rsigned had executed the

and provxslons thereof, exactly the same as if the unde

or1g1na1 o

f sald Unit Agreement or a. u1térpaf£~fheréof. -4 :

“IN HITWESS WHEREOF, this 1nstrument is executed by the under51gned as” uf the dau§

seguqugh.ln thelr respective acknowledﬂmentb.

KIRBY PVTROLEUN co.

1.t LT .
Vice President .

..........

- " ¥y ‘L . . .
IDIVIDAL /3 .7 lo-yy - /5 -1

Ca g e Pl

they have réad tne sowe and

e
attached to Sdld ‘Unit Ag*pé—"

The foregoing instrument was ac&nowledged before me this _ day vl
: _ y 1975, by
MY COMMAISSION EXPIRES: i
) Notary Public
CORPORATE
STATE OF __TEXAS i
COUNTY OF HARRES %

was acknowledged before me this __12th day of

The foregoing insirument
who is Vice President

., D.P. Ellsworthf

T~
vJ

February , 1975,

Cerporation,

of Lirbv Petrolcum Co. a Nevada

>

.
T, “\- ediiaanet”

June U ;.“

fsr anu qn- ehalf of said Corporation.
]{Y CO fi[ SIOI‘« h)\Pl ‘ o (yd/dié
y Nolary Public

e N

)




CONSENT AND RATIFICATION
COAL CREEK UNIT AGREEMENT
SAN JUAN COUNTY, NEW MEXICO

The “undersigned, {whetlizr one or more). he‘reby ackno'.-:ledaes receipt of a copy of tkre

e Uit Agreement for the Deve lopnent and Operatlon of the Coal Creek Um.t Area

“embracing lands s:.tuated in San Juan Cou Nea Mexico, which said Agreement is

dated the 22nd day of January, ‘1975, and acknowledge that they have read the same and ““

‘are familiar with the terms and conditions thereof. The undersigned, also being the

owners of the leasehold, royalty, or other intex ests in"llie lands or minerals_‘ .em:;,_.,,_ i
braced in said Uni‘t: :A.rea, as indicated on the schedgx}e attached to said Unit Agree~

ment as Exh:.b:.t "B", ‘do hereby commit all of their said interests to the Coal

Creek Un1t Agreement do. hereby consent thereto and ratlfv all of fhe terms

1 ) 'omga.nal of said DUnit Agreement or a counterpart thereof.Z - ‘ :
} - IN WII‘NESS wHEREOF thls 1nstrument is executed by the under51gned as of the daf\e
!

' set forth m their respective acknowledgments.

AQUITAINE OIL’ coklf“!i?‘xon DR
Bv-/i,-:ﬁfe 7 ‘ o ;
Pierre Chaloupy, Executive Vice: Presui

] . 1900 Transco Tower
" LIt A : - 2700 S. Post Qak Road
‘ Fre oY v Houstcm, Texas 77027
Lo Lo Th s INDIVIDUAL - T
B s OF - ; /-3 -7-10 - (¢ '[b e
’ ) Tx S '
COUNTY OF 3 ’ -

The foregoing instrement was acknowledged before me this ___day' ef S

. s 1975, by
MY COMMISSION EXPIRES:
" Notary Public
CORPORATE
STATE OF _ Texas j
county oF Harris % |
The foregoing instrument wes acknowledged before me this  14th .;__day:‘;FOi\'

February , 1975, by Pierre Chaloupy who is Executivé Vi‘fcé President
CoF i 'Ahdi,;aine 0i1 _Enrporafinn a  Delaware Corporation,
oy /

::-‘_'for and on";oehalf of said Corporation.

HY CO’“!I.)SION EXPIRES: géf— AN ,7\ s (o

A'; Notdr “‘ublic ETIE e
June s ‘%975 y ETKEL L. STARMES




_are faniliar with the terms and conditions thereof.. The underQ1gned “also belng thc

) iment as Exh1b1t “B“, do hereby commit all of thelr said 1nterests to the Coal e

- original—~of-said Unit Agreement or & counterpart. therecf. . =~ o ..

COHSENT ANMD RAT(FICATION
.. COAL CREEK UNIT AGREEMEZNT
SAN JUAN COUNTY, NEW MEXICO
The vndersigned, (whether one or more) hereby acknowledges receipt of a copy of the
Unit Agresment for the Devel-nment and Operation of the Coal Creek Unit Area

embracing lands si.uated in San Juan County, New dMexico, which said Agreernont is

dated the 22nd day of January, 1975‘:,hand acknowledge that they have rezd the sane and

owners of the leasehold, royalty, or o.th interests in the lands or minerals em-

braced in said Unit Area, as indicated on the schedule attached to sa1d Unit Agree-

DU U U S M PV

Creek Unit Agreement and do hereby consent thereto and ratify all of the terms

and provisions there‘of, exaCtJ.y the same as if the undersigned had, executed the

IN WITNESS WHEREOF, this instrument is executed by the unde rsigned as of the’?at\

set;fqgt};,,r;?_thelr respegtlve acknowledgments.

; IRAL GAS/'PIP E

TNE [COMPANY OF AMERICA.

INDIVIDUAL -~ /.~ 3 =710 ~11 “rs /6

STATE OF

i
COUNTi OF i %
"" The foregmng i strumenu was acknowledged before me this .- day vof
. ""‘:"'.‘., .. e . . /)lt } - i

y 1575, vy

R

_ MY COMMISSION EXPIRES:

" Notary Public

CORPORATE

¢

STATE OF ©  7pyag

§
COUNTY OF _ HARRIS %
The foregoing instrument was acknowledged before me this gZ [;ég day of
' # WALYER B, VERNES
1975, by M _ vho is _Jgmme Vice President.
AMERICA o
of NATURAL GAS PIPELINE COMPANY OF/ a Delavare Corporation,

for and on behalf of said Corporation.

ER AL TS | Bé“’m C‘g;l*
MY qo*mls.:x H EXPID_ES P:,xm: C)«a,o.&..._

Notary Public

Tn and for Harris Cnunl:_y, Toxaa




~.owners of the leasehold,

ment as Exhibit VB!,

[N
) . . . . .‘
. ; 1. % 3 3 - \ . B ~ oyt .
P NEEIN 'y . J R Yoy PR TSI et K . .
: Fi > - . t2 .
- - I
P le fes SN Ve s vl et o . PR S it TN ¢
PrYLoafpeenna s Tor e Pey: LoD T U oo on o Ta Cond Gpesl Uiy oo

lands situnied in Bz Junn Jounty, Hew MNexieo, widch snda dgreowert o4

cmbruein

=3

dated the 22nd day of Ja vy, 1975, and acknowledge thab Lhey have read the san
The undersigned, 2lso b

royalty, or other interests in tne 1anus or mmerals en-

- - e T i

braced in said Unit Area, as indica

do hereby commit all of their said interests to the Coal

Creck Um.t Agreement and do hcreby consent thereto and ratify all of the terms

BT COnﬂlSqIC BXPIRES:

original of said Unit Avreemcnb or a coun uerpart thcreof

‘....s»\_-‘.

: N,
+hns ‘nstrument is executed by the unoer.>1gnr=d as of the dite

E6T,
23 \

IN ¥ITgsP VieR
Phg :\“’ - -:

B e i
sq‘tc;;'oxg.{\p. 5 spectlve acknovled; ments.
TR~ i

y

" "CHORNEY

ice Pl ecudent

3-40 - /[_/:2.

Laymond Chorney j 4
Ifs’DI‘f.T,L‘U__A:\L 7~ 7 _ .

STATE OF .CGLQR;DO 5
; ‘ .
X .
T'qer,fore6‘01ng 1n°*rwmpt was acknowledged beforé me this 12th day o1 -
. P :_: R r - ) . . .
"-4 - FPbT , 1975, by Raymond Choryey : -, .

9-21-77

Notary Public

STLTH OF  COLORABO :
CITY & :
}
i

COUNTY OF  DIUNVER

The foregoing instrument was acknowledged befere me this

ted on the schedule attached to said hnlt Ap:‘ec»— ’

xecud ted. thei

L.

Stantoy

}"c nr'lgw

N

s 2975, v

of uornev 0]‘ Conpany a Wyowing

l’i (,C“!} T.CS*OII T‘JIPLRZS: G-2i-77 - y M&/ k/ W sha”
. tary lucu_u,




CONSENT AND RATIFICATIONM
COAL CREEK UNIT AGREEMENT
SAN JUAN COUNTY, NEW MEXICO

The undersigned, (whether ane or more) hereby acknowledges receipt of a copy of the

)

embracing lands situated in San Juan County, New Mexico, which said Agreement is

" dated the 22nd day of January, 1975, and acknowledgs thAat they Have Tead She Same and -
are familiar with the terms and conditions thereof. The undersigned, also heing the

"owners of the leasehold royalty, or other interests in the lands or minerals em-

ik e i i -

aced in sa1d Unlt Araa, as indicated on the ‘schedule attached to said Unit Agree- —
ment as Exhibit WBM. do liereby commit all of their said iﬂterests to the fdal

= i Creek Unit Agreement and do hereby consent thereto and ratify all of the terms

- IN HITNESS 'WHEREOF, thlS 1nstrument is executed by the undersxgned as of the~33t\

set forth in their respective acknowledgments.

DELAWARE , APACHE CORPORATION

e _By: \%\/%W

- -!~r-~.-~1«> F — :w-{‘gbs‘

INDIVIDUAL Q-gvcf- 20
STATE OF ~ g
COUNTY OF : %
T The Toicguing inotrumial was AsknAulddsan kefave me this - ~day of - :

» 1975, -by

MY COMMISSION EXPIRES:

Notary Public

CORPORATE

STATE OF ﬁééﬂ/&‘yﬂﬂ/ 5

COUNTY OF oFoe o o %

—

The foregoing instrument was acknowledgea before me this 2/ o7 day of

%ZZ’/M'I » 1975, by ‘97\ P ac e s) ’é/ 5 4—// who is%ﬂl:’:vvfl /. L:n%/i/,l—

o’gfgﬁiaeg(, m@a44 "'4440A,4;,, a ﬁ?@/&;mAL4A,/ . Coxrporation,

: ; i
 for: and on, behalf of said Corporation.
H‘{ costst ,ExPTRLs P> Yo inse .

4..“

ot "fnf'rr‘v Public
\)‘Lu’./ .L 1 a / 795

‘-

. “J ' e
»,, . \.'\4




ment as Exhibit Bh,

CONSENT AND RATIFICATION
COAL CREEX UNIT AGREEVENT
SAN JUAN COUKTY, NEY MEXICO

The undersigned, (whether one o more) hereby acknowledges receipt of a copy of the

Unit Agreement rfor the”ﬁevelopﬁeht and Operation of the Coal Creek Unit 'Area

embracing lands situated in San Juan Ccunty, New Mexlco, whlch sa1d Agreement is

-dated- the- 2236'day”of‘ﬂfﬁﬁéfyj”lé?s; and acknowleage that they have. read the same and

are familiar with the terms ang conditions thereof. The undersigned, also being the
owners of the leasehold royalty, or other interests in the lands or.minerais em—
bracedwen said Unlt Area, as indicated on the schedule attached te said Unit Agree-
do hereby commit all of their said 1nterests to the' CO¢1

Creek Unit Agreement ang do- hereby consent thereto and ratlfy all of the terms

~and. provisions- thereof, exactly the same as if the under81gned had executed the

aid Unit Asxeement or a counterpart thereof.

IN WITNESS WHEREOE thls instrument is executed by the under31gned as of’ the\aéti

>set forth 1n their respectlve acknowledgments.

deALESTEB 2Rt CC—AP%)S‘I

INDIVIDUAL 5 -7 ~-A0-23"
STATE OF 3
COUNTY OF g
Th:‘fCr"‘clag iioviumeni was acxnowledged before me thls day of
» 1975, by
MY COMMISSION EXPIRES:
Notary Public
CORPORATE
STATE oF ARXARIAZ i
COUNTY OF __ CCLUMBIA ]
]
The foregoing instrument was acknowledged before me this 12th déy of
M, C. . 3 t» Pro ak
j’ebmry . 1975, by Mo Ca Joneos who is View alda
of MOALBIPRL SUSL cOuPANY a Faiawere Corporation,

for and on behalf of said Corporation.

MY COMMISSION EXPIRES:

S

,u c/w_//é9 % j/:"é/éx//

Notary Publlc

_/
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CONSENT AND RATIFICATION

COAI, CREEK UNIT AGREEMENT

SAN JUAN COUNTY, NEW MEXICO
The ‘mdersa.g"xe“,' (whether one or more) hercby acknowiedges receipt’: of a copy of the
ﬁr.it,Agreement for the ﬁevelopment -nd Operation of the Coal Creek Unit Area
err.ﬁraci"ﬁg lands situated in Sar} Juan County, New Mexico, which said Agreement is -
dated \'t‘he 22nd day of Jamuary, 1975, and acknowledge that they have read the same andg
are familiar with the terms and conditions theresi. Tiie uiidersigued, alsc being the -
cwners of the leasehold, royalty, or other interests in the lands or minerals em-~
brar;éd’ih eaid Unit Area, as indicated on the schedule attached to eaid Unit Agree- -
: meﬁt as Exhlblt :"B;', do hereby commit all ef their said interests to the Coal
;-‘;,Cr,ée,k Unit Agreement and,do,l,‘i;er_-e_by; consent thereto and ratify all of tglee t»er’rms -
: and provision’S fhe;'eof exactly the: same as if the undersigned had executed the
orlgmal of sald Un1t Agreement or a counterpart thereof. :

IN WITNESS WHEREOF, this instrument is exec - :d by the unders:Lgned as of theréf\

set forth in the1r respectlve acknowledgments
ncmmm PETROLELN TRUST uxh\ MACPET

W. E. Belt, Jr. ATTORNEY 14 FACT

INDIVIDUAL 2O & —/7 -R0-23

‘JCKNIGHT PETROLEUM T
| RUS
STATE?O?—;L':- o | ' ‘ SUITE 425, OnE g Retat: rmmn.\T ,élK/ﬁ MACPEY

Emniabies } K IC vEAY PLAZA T FAST T

. ” HUUS "’ TEXAS 7

COUNTY OF g > 77045
i The '(fOregoing instrument was ecknowledged before rme this day of
» 1975, by
M7 COMMISSION: ZXPIRES: A
Notary Public 7
CORPORATE

STATE

ATE OF ¥
CCUNTY OF %

Tre i‘orégoing instrument was acknowledged before me this day of
s 1975, by tho is

of _ ) a Corporation,

for and on behalf of said Corporation.

MY COMMISSION EXPIRES:

Notary Public




e

STATE ,Of,,TEXBSV~¥-~--“" o
guNTY OF HARRIS T |

LT

_ ebruary, 1975, befdéé me personally appearcd
W. E. BELT, JR., to me knowin to be the person who executed the. foregoing

instrument in behalf of William L. McKnight, Walter N. Trenerry and Charles J.
Hess, Trustees of the McKnight Petroleum Trust, a/k/a MACPET, and acknowledged
that he executed the same as the free act and deed of said wWilliam L. McKnight,

Walter N."Trgngrry‘ahd'Charles J. Hess, ¢ the McKnight Petroleum
Tt05t:f?/F/§ MACPET. L
offi Ceal on the date set-forth-sbove-.— —

ndléhaboffféféi
atricia L. Besheer,ANotgry,Public in
and for Harris County, Texas

Fad
A%

on this 13th day of F

Trustees ©

Witaess my ha
. ‘“.“- ::I.‘.'_:,_'.‘
;.:: :;l-)‘!‘l'i r, - ..




" and provisions vaeE

CONSENT AND RAT’IF TCATION
AL, CREEK unIT AGREEMEWT

co
SAN JUAN COUNTY, NEW 3

_The undermgned, (whetnu*one or nore) he

t for the Developmen
4n San Juan County,

Unit Agreemen 1t and Opemt;on of

embracing lands situated

ay of Januarys 16975,

dated the 22nd d
4 cond1t10ns the

111a.r vuth the terms an

reof.

__are fam
+her 1nterests

ehold ’ “royalilys or 0

owners of the leas
pdicated on the sC

braced in sa:.d Unit Area, 35 i

ment as E:dn.lb:.t "B“
ement and do hereby

do hereoy commit
Creek Umt ‘Agre consent ‘theret
exactly the Same

thereof,

original of said Unit Agreement o

TN WITNESS JHEREOF, this

r re.-,-pect:.ve acknow

i.nstmmmt is rexecuted by

set forth-in thel ledgments.

reby acknow‘ edges T

thp Coa]- Cre“k nx

New Mexico,

‘and acknowledge th

hedule attached to s

alﬁ‘ of their said in

o and ratlfy all of

as if the undersigne

r a counterpart the

eceipt of a CopY of the

cff

_Area .
whioh said Agreement' is

at they have read th2 saneé and
The undersigned, also being the -
als em-

in the lands or miner

saig Uait Agres—--

terests to the Coal

the terms

d héd executed the

the unders:.gned as of the date

o A o ‘ AZTEC 01L& GAS COMPANY

Y

}
l

}u»quTE OF
COUNTY OF o

nstrument was ac
, 1975, by

-—‘-—u-'—- - =
Notary Pudblic

The foregoing i

/‘_—”-—
MY COMMISSION EXPIRES:

' ' - CORPORATE
STATE OF " Texas 3
|

COUNTY OF. pallas Y

The foregoing jnstrument was ac

February , 1975, bY “Kent

aztec 0i) & Gas Company

of a
o*‘poration.

for unui‘or!x _behalf of said C

hc comxssiou “EXPTRES:
1975 :

June 1 N

et
A vi

knowledged l,efore m

eth A, S\ansE)“n_—___‘_

o - gayof

knowledged before ‘me This

it

e this 3/ ¥ 3ay of
who is Vvice president
Corporaliodh,

Delaware

W
~ Notary Yublic
SUE ELLEN PLRRY, Notwy Tublic

In and (or Wil oy

My C iosi
OnLDis: Lapt 2
inission Eapizes Juns L,

e
ivxas v

1975.




CO/SENT AND RATIFICATION
COAL CREFK UNIT AGREEMENT
SAN JUAMN COUNTY, NEW MEXICO

The undersigned, (whether one or mere) hereby acknowledges receipt of a copy of ths
Unit Agreement for the Development and Operation of the Coal Creek Unit Area
embracing lands situated in Sgn Juan County, New Mexico, which said Agreement is

dated the 22nd day of Jamuary, 1975, and acknowleédge that they have read the same and

are familiav with the terms and conditions thereof. The undersigned, also being the

owners of the leasehold, royalty, or other interests in the lands or minérals. em-. . 1 —
braced in said Unit Area, as indicated on the schedule attached to said Unit Agree-

ment as Exhibit "B, do hefeby commit all of their said interests to the Cozl

Creek Unit Agreement and do hereby consent thereto and ratify all of the terms

and provisions fhéf?of;“ékéétly the same as if the undersigned had executed the ==

original'pf‘ﬁaia Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrumént is executed by the undersigned as of thmtﬁ

set forth in their respective acknowledgmentsy oo o1 SOMPANY OF DBLAWARE
. e "' B 3 i_‘,_‘ -

A S

A, V, R, Coe Altunst - -iawe

INDIVIDUAL A Va4

STATE OF

I ¢ M

COUNTY OF __ —

.

The foregoing instriument was acknowledged before me this déy of

, 1975, by

MY COMEISSION EXPIRES:

Notary Public

CORPORATE

sTATE OF {2/ m1n il i
COUNTY OFM %
¥

7

The foregoing instrument was acknowledged before me this ;2/;Q// day of

, -——-—————T-—- ) s
1975, vy Y. HidoiZ Lin Lo o is G timen on 14T

L (3. « A/, ,

for and on behalf of said Corporation.

-

-é?é?uAAh R
f‘f.

(e} Corpdggtion, ‘

MY COMHMISSION EXPIRES:

Ny Commissicn Expizes Dec. 31,1573

.-"“. [ A )
-t -\ W )l \
P A AT «.’ Y
IR YA \, 773
MRS N Y B )
::. N < e W
3ol LA
3070, - " [‘j « 7
H L H
308 T -~ in
9% O, 50
MRS R - F J s
- ._-,’r’ *’?‘0.‘. A :_.t,“({’l &
O tiazane” . *
”’.v, )")JJ b
224 ST >
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' | S : | R. TRUJILLO B
: | P .  CHAIRMAN
y - O1L CONSERVATION COMM]SSION =
, T e OG0 LAND COMMISSIONER L
‘ STATE OF NEW MEXICY SR LAND GV LUCERD |
el P. 0. BOX 2088~ SANTA FE MEMBER ¢ e o
e e 8500 ; ! :
- ' S §TATE GEOLOGIST
-~ A L.PORTER.JR. .
, - s<:eravﬁdmmnoi“‘ =
February 25, 1975 ECR et
L pe: CASE NO. s416— ' ‘ ‘
Mx. Randolph Richardson o ORDER NO- . p_4966 : : '

- attorney at Lav - SRS S
post Office BoX 819 ‘ : - : -
Roswell, New Mexico 88201 B Applicant: : ‘ .

SR ;?;, : ; ‘ . Tesoro pPetroleun : ' | Lo e
Dear Sir: ' | :> , i fos i S
‘Enclosed'herewith are two copies of the above-referenced k
commission order recently entered in the subject case. ‘

);j;f truly yours. 7 , :
A Y7 IR
: - W v - > _IA'_? ) :
A. L. POXIER, JT- v T T e '
| = SRR I
’ i

‘Secretary—Director

CALR/ir .
copy of order also sent to:

Hobbs OCC X

prtesia ocC

aztec occC x

other ___ Unit Division - State»Laaa offlice

-




UNITED STATES DEPARTMENT OF THE INTERIOR
5 B h
GEOLOGICAL SURVEY

Drewer 1857
Roswell, New Mexico 88201 o

Gnlc:ukuitqn-nt ‘3za Jesn Coumty, New Mexico, with Tesere
Petrolewm Corpomation as Wit oponm sre emclosed bevewith. Swch
has beom sssigned No. 14-08-0001-14178, and is effective as

hbr\-ty 27, 1975, the date >f approval.

You m w to furmish the New Mexicc: 01l Comservatica Cummission
ol gll stherx intereited principsls with svidence of thh appml.

Sincerely yours y:

(ORIG. SGD) CAA : TRAYWICK

ChRL C. TX . ‘wx“
ActlagAm ouu xmw

U SN S LS il PUNELTE N ¢

/Nuocc Santa Fe (tex only) ST R
Com. Pub. Lands, Santa Fe (ltr o..ly) A
Area Geonlogist, Roswell (ltr only)

Farr.ington (w/cy agr.)

gt S A

ARStall:ds

i
%
February 27, 1975

Rendoliph M. Richardson, IIX

2.0, Bom 819

Bocwall, New Memico 88201 --

 Dear Mr. Richardsoa: | S | | |

- Thees coples of a Catiﬂcau-lmm.utu- instrumest spprovisg the S -
i
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GEOLOGICAL REPORY
PROPOSED COAL CREEK UNIT

SAN JUAN COUNTY, NEW MEXICO

BEFORE EXAMINER NUTTER
Ol CC’NSERVAT{ON CGauigiand s

EXHIBITNO. /[
CASE NO. .5 4/6
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~1. Purpose o

GEOLOGICAL REPORT
‘ “"“QE"‘*‘ e e e
PROPOSED COAL CREEK UNIT

SAN JUAN COUNTY, NEW MEXICO

‘This report is written for the putpOSe_of“briefly summarizing
the geological reasons for forming & 17.5 section Fedéral Unit to drill
a .4500' Morrison wildcat test in Section 24, Township 23 North, Range 13
West, San Juan County, New Mexico. L . .

1I. Location

The proposed Coal Creek Unit is located five miies north of
Tsaya and eight miles west of Tanner Trading Post (Exhibit A). The
tentative drillsite is located in the southwest-quarter of Section 24,
Township 23 North, Range 13 West. Estimated ground Jevel elevation is
5980'. .

~ The proposed unit area -contains 11,225.11 acres and includes
the'sﬁufhfh31f¢6f§Sec jon 18 and all.of Sections 19, 20, 28, 29, 30, 3,
32 and 33, Township 23 North, Range iZ”ﬁéSt;'fIL”aiso’ggﬁtaiﬁsithe“tﬁ:th
half of Sections 13 and 14 and all of Sections 23, 24..:25, 26, 27, 34,
35 and 36, Township 23 North, Range 13 West. “The terrain consists of
arroyos dissecting mesas and buttes. The vegetation js sparse and of

the semi-arid to arid type. The unit area is easily accessible by a
gravel road from Bisti to Tsaya.

111. Geology - Dakota Formation

A. General Discussion.

The Coal Creek Unit is located on the south flank of
the San Juan Basin in an area geographically known as the
Chaco Slope. Approximately 10,500' of Cretaceous, Jurassic,

‘Triassic, Permian, Mississippian and Devonian sediments are
present in the area. The proposed wildcat will penetrate




A s i sy s e e B

L\./

and test all of the Cretaceous sedxments at ; a depth of
4500' .,  Anticipated formation-tops—are: -

Lewis formation Surface
Point Lookout 2061
Mancos ' 2273'
Gallup 3117'
Greenhorn 017"
Dakota "A" 4105'

_Dakota "B" 2177°
Dakota "C" . 4322'
Morrison 4353'

Stratigraphy

The primary obJectlve is the Dakota B, sands. EﬁOSS-

section A-A'. (Exhibit C) has baen- nrnnarnd using: the- *ﬂpr"""““

of the Graneros shale as a datum. Th1s datum was used in

) 1nterpret1nq the structural ‘attitude ‘of the. Dakota -forma-

tion in the Cdal Creek Unit Area (Exh1b1t B). The structure

map indicates generally an east-west strike and a dip gradient v

to the north of apprnvwmﬁtely 100! to the mile. In the ‘

o

p1unq1no to the porth. -~ i

Cross—sect1on A-A" (Exh1b1t c) 111ustrates the 1ack
of reservoir quality sands in the Dakota B, interval-bot
L0 Lite noriin and SOuEl of the Apache #l Asficroft we11 1n
Section 26, Township 23 North, Range 12 West. As dep1cted
on the attached Structure - Isopachous map (Exhibit B) the
Dakota By sand is an elongated marine bar deposited parallel
to the structural strike with an east:west trending perm-
eability barrier updip and downdip from the bar deposit.
In the Apache #1 Ashcroft there was 14 feet of Dakota B2
sand developed with 9 feet of- good poros1ty. A drill stem
test recovered gas to surface in 18 minutes. The volume
was too small to measure. Fluid recovery was 186 feet of
0oil and 3069 feet of salt water. A completion was hot
attempted. Tesoro Petroleum drilled ap-dip from the Apache
#1 Ashcroft in the SE/4 SE/4 of Section 28, Township 23
North, Range 12 West and encountered 9 feet of sand in the
Dakota B2 zone and 4 feet of porosity. A drill stem test

of the sand interval recovered gas to 'surface in 24 minutes

at a gauged rate of 11 MCFGPD. Fluid recovery was 440 feet
of gas cut mud, 900 feet o7 mud and gas cut o0il and 180 feet
water. Tesoro Petroleum attempted a completion of the Bo

-2~




sand. After 5 days of swabbing, the water cut increased
to 85%. It was fell that the water was coming from 5 feet
of lower By sand and could not be shut off. The well was
plugged anﬁ abandoned. The Coal creek Unit location is

he oil/water contact in the Dakota

projected to be above t
B2 sand ‘and should be structurally 210 feel higher than

__the Tesoro Petroleun well in_Section 28. The majority of

1aeated where an elofigated ma

th§w9?9§P9étiVe’ﬁYodﬂéihg'af’a'wi11 be
PYOPOSed'CGET‘Creekwuait;UW.,,,ﬂw ]

Summar

The Coal Creek Unit is a Dakota By 0il prospect. The unit is
....... te rine sand bar crosses a north plunging struc-
bar is iimited to the south (up-dip) by marine

shale.
""" ter clean Dakota

i, The primary objective dfﬂiﬁﬁsuﬂﬁffTiS'tﬁTéﬁuuﬁu_ ,
B, sand structurally high to the Tesoro Petroleum Coal Creek Federal #1
#1 in Section 26, Township 23

we11»ianection*28'ahd the Apache Ashcroft
/E>
/yww# Al

North,,Range 12 West.
Bennett L. Price _

Geologist

“contained within the
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For the New Mexico Uil
Conservation Commission:
Commission

for the Applicant: Randolph M.

... Case NO. -

BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
February 19, 1975
EXAMINER HEARING
—-—‘-‘———-——4———— ——————— ——)
IN THE MATTER OF: )
' o , o )
Application of Tesoro Petroleum - S
Corporation for a unit agreement, )]
San Juan County, New Mexico. )
| )
___________ D R
BEFORE : ‘paniel S. Nutter, Examiner.

whamas DeriVbELry . E&S.

Legal Counsel for the

State Land Office )
Santa Fe, New Mexico 87501

Richardson, Esq. -
Tesoro Petroleum Corporation o
Roswell, New Mexico

5416

Bldg.
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BEMNETT L. PRICE

4
=

" pirect Examination by

Mr. Richardson

Tesoro's Exhibits Nos.

N

E

X

HIBIIS

1 through &

CASE 5416
2

Marked Admitted
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PRICE-DIRECT | CASE 5416
: 3

MR, NUITER: We call the next case, No, 5416.
MR. DERRYBERRY: Case 5416. Application of Tesoro

Petroleum Corporxation for a unit agreement, San JuaﬁfCounty,

- New Mexico. : | T

MR, RICHARDSOR: Randolph M. Richardsoqa Roswell,

" New Mexico, appearing on behalf of Applicant. wﬁ HZVe

one witness.
(Witness sworn.)

BENNETT L. PRICE

called as a witness, having been first duly sworn, was

examined and testifiedghk follows:

BY MR, RICEAﬁDSON:

Q‘ ﬁr; Price, would you please state your name and
present occuﬁation?

A I'm Bennett L. Price, Manager of the Western
ﬁisttict for Tb#oro Petféleuu Cotporation. V |

Q Would you please state your educational and pro-
fesPional background which would enable you to teétify
as a witness in this Case?

A I have a Bacheior of Science Degree ixom Texas

Tech University in Ldbbock, Texas; I have been a geologist

for 13 years.




PRICE-DIRECT  CASE 5416

Q Are yoh familiar with the Coal Creek Unit Area
and the matters contained in the Apblié;éibn to the Commis-
sion for Appfé&éi of }héwﬁﬁff'iéfeéhéht?;
A Yes, 1 am.
MR. R;CKARDSON: Are thé qualifications acceptable?
MR. NUTTER: Yes, they are. : |
BY MR, RICHARDSON: |
- Q - 1s fﬁg form of unit agreément that prescribed by

fede;al regulations?

A Yes it is " N T

Q Has the unit area beén-designated by the United
Stqées Geologictl Survey a8 an area logicaiiy suitable for
develop@ént ;nd;r unit plan of operation?

A It has been through tne RoSweLi District USGS

Office. | o

Q It is now in Denver for final designation. Could
you please tell the Commission:the totai number of acres

within the unit area and the aumber and percentages of

Federal and State lands?

A There are 11,245.11 acres in the unit area of
which 9945.31 acres is Federal acreage and 1280 acres would

2N
(]

LH]

Q >Cou1d you please tell the Comﬁission the township




PRICE-DIRECT CASE 5416
5

and range in which the unit ig located and the approximato
iocation in reference to the hearest town?

A Okay. The unit is encompassed in Township 23 North,
Range 12 and 13 West, San Juan County,

Q Now “would you pleage . fefer to the Geologicai Re-
port which has been handed to the Examiner and refer to
Exhibits 1 through 4, Was this report repaired by you or
under your direct control and supervision?

A rﬁieééepertf$=s piepared by me,

Q Would you pPlease briefly review the report, re-
ferring to the maps by name, and indicating the algnificance
of such maps and their offgets? |

A Okay. The report hae beon des ignarad s= rToou 1
and I have there Itca Z would be a regional geographic
map showing the loca*isn of the Coal Creek Unit in respect

to geographic areas. Item 3 would be a structure map

for in reference to a subsea datum graneros shell. Item 4
would be a cross section of the log that I have used to
geologically interpreét the coal Creek Unit. I beiieve that's
all of my Exhibits,

Q Would you please tell the Commission the conclusions



A The prospective zones for the Coal Creek Unit is the

Dakota; I've designated {t as a B2 sand on the cross section

_Item &, and the Dakota Fornation would be fully“tested with

mation

g-foot test. 74is would penetrate the Dakota For

C)

47
and be to the Morrison Formation.

Q COuld you give the Com.ission the projected depth,

which you have already done as 4700 feet, and the 1ocation

for the initial test well
A The location of the initial test well would be

co in the southuest southwsst of 24, Township 23 North, 13

West.
g-intarest owners within

E Q ‘Uisa rha other working
the Unit been contacted?
A Yes, they all have been contacted.

Q In your opinion, what percentage of the working

interest will be committed?

A By all indications, 95 percent of the working
interest participants within the unit area will commit to
by the end

the unit and 1 believe that this will all be in

of this week.

what percent

Q And the royalty will be approximately

PRICE-DIRECT . CASE 5416~ R
. ~ _ , : 6 '
‘ as to the formations likely to be encountered in the prospec-
. tive zones as to which you're shooting for. 7 ” ]




e TR AURT R FY KT

PRICE-DIFECT .
o R , | L

_committed?
A Approximately 90 percent
Q In you opinion will the operation of this area

under the proposed Gﬁif'ﬁlﬁﬁ“of~cperatiep b _in the .

jnterests of conservation and the prevention of waste?

A Yes, it will.,

-\Q - Im the event of the production will the correla-

] tive rights of a11 pazties to the unit be protected’

A Yes, they will be protected
MR, RICHARDSON: I might add that the unit area,

Mr. Examiner, was cut down to.some extent due to a lot of

Indian allottea jand, The yellow structure outlined

goea outsiis the wmié axés, but most of that is Indian

allotted land and'we do not have time, we have a Federal

lease expiring February 28¢h, so we have got until February

28th to get the thing approved, which is one reason the

unit outline was cut down even though it's overlapping

some .
MR. PRICE: I might also add that the -~ even

though the yellow outline that you see oOn Exhibit 3

]
does go outside the unit area, structurally I ieel that

the 90 Ppercent oy ¢5 percent of the producing area from

this Dakota B2 sand would be contained within the unit area.




. PRICE-DIRECT ’ ’ CASE 5416
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_MR. NUTTER: Is there provision made in the
unit agreement for expansion of the. unit irea in the event

that it should become desirable?

‘Exhibits 1 through 4 into evidence,

1 T b e g B

~ MR. NUTTER: Tesoro's Exhibits 1 through 4 will

E,bg admitted in evidence. | S |

[T e———

(Whereupon, Tesoro's ¥xhibits
Nos. 1 through 4 were admitted into
evidence.)

MR. NUTTER: Are there any questions of this

Covn
.
3
|

Cew Al ~ 1:“-;;"-A nn!v"h‘il‘lo
—- ey~ e — O

waLLIES D

L i na LA mmane kA Avf::cn A
& & A T A% Mams y o -»--g....:». Dc

further, Mr. Richardson?

MR, RICHARDSON: No, sir,

Mk. NUTTER: Does anyone have anything they wish
to offer in Case No. 5416? We will take the case under

advisement.

I B MR, PRICE: Yes. - . e |
TR MR, RICHARDSON: We would now like to enter |
i

S
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PRICE

| opATE OF NEW MEXICO y
NEW MERTER ) ss.

COUNTY OF SANTA FE
NYE, Court Reporter, do hereby certify

D OO RICHARD L.
o Bearing be—

script-

o -
= ~ that the foregoing and attached T
fore the New Mexico oil Conservati.on Comiséien was

and the same i.s

repo‘rtéd by me,
to the best of

§

|

o1 . e | of the<aaid ptoceediRES,
skill and abilitye o r

"W_—l if‘mw-[' Re;

ECHABD Le llll‘a; ~ -

't Yhe foregoing f&

3 60 g o, 1 Ly e
a comslete reoord of the prooeedirés in
...,

the Exaniner hearms
.j.—vn- eponerrn? ”‘...v

peard Wy 8 on...




- BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
February 19, 1975

EXAMINER HEARING

_ IN THE MATIER OF:

)
)
Application of Tesoro Petroleum )
Corporation for a unit agreement, )
San Juan County, New Mexico. )
: )

)

——————----—-———————————-

BEFORE: Daniel S. Nutter, Examiner.

TRANSCRIPT OF HEARING

For the New Mexico 0il : Thomas Derryberry, Esq,
Conservation Commission: Legal Counsel for the
: : ‘Commigsion
State Land Office Bldg,
Santa Fe, New Mexico 87501

For the Applicant: Randblph M. Richardson, Esq,
‘Tesoro Petroleum Corporation
Roswell, New Mexico
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© PRICE-DIRECT CASE 5416
3
_ | ‘MR, NUTTER: UWe call the next case, Mo, S£1&6, - - = =
- ' MR, DERﬁYBERRY: Case 5416, Application of Tbsbro
é Petroleum éofporatibn for a uni£ agreeméat; San Juan County,
‘§ | = New Mexico, - B |
‘ MR, RECHARDSON: Randolph M. Riéharasoh, Roswell,
?§ ﬁcn‘nexiéo, aépearing on behalf of Applicant, We have
“id ohe witness. B
| -  (Witness sworn.)
: BENNETT L. I'RICE
called as a witness, having been first duly'sworn, was
examined and teétifiéd as{foiibws:
- o DIRECT EXAMINATION
Q Mr. Price, would you pleése staté your name and
present occupation?
) A I'm Bennett L. Price, Manager of the westefn
District for Tesoro Petroleum Corporation,
Q Would you please state your educational and pro-
féésional background which would enable you to testify
as a witness in this Case? ' e
7 A I have a Bachelor of Science Degree ixom Texas
'i Tech University in Lubbock, Texas; I have been a geologist
E e ‘ for 13 years,




_ PRICE-DIRECT CASE 5410

th the Coal Creek Unit Area

: Q Are &ou familiaxr wi
and the mattexs contained in the Application to the Commis-

afon for approval of the unit égreéméﬁt? .
A Yes, I am. soTnemT e | .
MR, RICHARDSON: Are the qualifications acceptable? l

A0

MR, NUTTER: Yes, they are.

- BYMR. RICHARDSON:

Q 1s the fo khat presc:ibed by

rm,oﬁﬂunit4agreementvt

fedexal regulationsz
%“:;\\.‘ .
5&&” ’ u,(ﬁ

PRI S
Vog, 1L 1®.
SN

A
Q Has thé’unit area been designated b;wgﬁz;ﬁﬁiiéthgk:\\
States'Geological Survey as an area logically suitable fox

(J

development undex unit plan of operation?

A it has been t

hrough the Roswell District usGS

Q 1t is now in Denver for final designation;‘ Cégld
o you please tell the Commission the total number of acxes
d the number and percentages of

within the unit area an

te lands?

Federal and Sta
nit area of

5.11 acres in the u

Therxe are 11,24
ge and 1280 acres would

A

which 9945,31 acres ig Federal acrea

be State acreage.
you please tell the

Commission the township

Q Could




i e etk A

PRIUE—DIRECT

nd the app:oximate

fch the gnit is 10cate3 a

e to the nearest town?

and rangé in wh
23 North,

d in Township

A Ckay-
- gan Juab County.

and 13 west,

Range 12
Q Now would you please refer t
port whicﬁ has beev nanded tO the Examiner and refer to
Exhibite 1‘through 4 Was this“report repaitad py you °F
gnder yourt airect control and =upervision?
A This report was prepared by Vo= ) _¢ o
‘Q, would you please priefly yevievw the repozt,ifé;
an {ndicating the significance

forx
would be & crosilsection of the 108
geOIOgically interpret the coal Creek.Unit 1 pelieve that '8
all of WY Exhibits-
Would you please tell the Commission the conclusions

Q




" PRICE-DIRECT

CASE 5416
6

as to the formations Jikely to be encountered in the prospec-
tive zones as to which you're shooting for,

A  The prospective zones for the Coal Creek Unit is the
Dﬁkbfa; I1've designated it as a B2 sand on the cross secti;ﬁ
Item 4, and the Dakota Formation would be fully tested with
a 4700-foot'test. This would penetrate the Dakota F@rmatibn
and be td:the Horrigon qumafioh}

Q .Could you givé the Commission the projécéed depth,

which you have already done as 4700 feet, and the location

for the initial test well.

A The location of the initial test well would Eéb
in the southwest southwest of 24, Township 23 North, 13
West.

Q  Have the other working-interest owners within
the Unit been contacted?

A Yes, they all have been contacted.

Q In your opinion, what percentage of the working
interest will be cémmitted?

A By all indications, 95 percent of the working
intexest participants within the unit area will commit to
the unit and I believe that this will all be iq by the end
of this week,

Q And the royalty will be approximately what percent




PRICE-DIRECT ' ' CalE 5416
7

committed?
A Approximately 90 percent.
Q In you opinion will the operatlon of this area
'{:;fff ' ‘ undex the proposed unit plan of operation be in the .

interests of conse:vation and the prevention of waste?

> om o mas

A Yes, it will,

.~~~ Q.. In the event of the production will the corrala-

I
v
LA e 1 g

tive rights of all partiesbfo'the unit be protected?
A Yes,.fhey will b; protected.
MR, RICHARDSON: I might add that the unit arca,
Mr, Examiner, was-égﬁ down to some e:ttent due to a lot of
\i; e . Indian allotted land. The yellow structure outlined
| goes outSide the unit area, but most of that is jindian
allotted land and we do not have time, we have a Federal
lease expiring Februéry 28th, so we have got until February

28th to get the thiﬁg approved, which 1s one reason the

unit cutline was cut down even though it's 0verlap§iﬁg
some,

MR, PRICE: I might also add that the -- even
though the yellow outline that you see on Exhibit 3
does go outside the‘unit area, structurally 1 jeel that

the 90 percent ,r 95 percent of the producing area from

— this Dakota 82 sand would be contained within the unit area.




PRICE-LIRECT . CASE 5416
8

—~ ,
' | : MR, NUTTER: Is there provisionkmade in the

5 b .
Ragreemenr for expansion of the unit area in the evant

that it should become desirable?’

‘MR, PRICE: Yes.

R _ ' N
MR. RICHARDSON: We would now like to enter

Exhibits 1 through 4 into evidence.

Shsroo - NUTTER° Tesoro's Exhibits 1 through & will

S ‘be admitted in evidence.
t ' ' (Whereupon, Tesoro's Exhibits

Nos. 1 through 4 were admitted into

evidence.)

: ~ MR, NUTTER: - Are there any questions of this
Do you have anything

Witness? 1If not he may be excused.

further, Mr. Richardson?

MR, RICHARDSON: No, sir.

MR. NUTTER: Does anyone have anything they wish

to offer in Case No. Sﬁlé? Wwe vill take the case under

advisement.
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STATE OF NEW MEXICO )
COUNTY OF SANTA FE ) 55

I, RICHARD L. NYE_, Court Reportei, do hereby certify
that the foregoing and attached Transcript of Hearing be=-
fore the New Mexico 0il Coﬁyser‘vation Commiseion was
repor'téd by me, and the same is a true and correct record

of the said _proceediugs, to the best of my knowledge,

gkill and ability.

XICHARD L. NYE, Court Reporter

oing *”
peredy Oertify 4hat the forsd
a:snplete record of the proceediﬁgs in

e Examiner hearing of go Mo 2! 9 ?.;";‘
qeard DY B8 QR ff Lf.s 19 B
- ExamineY

.....
..........

Wew Mexioco 031 Conservation rogmiasion




RANDDLPH M. RICHARDSDN

OIL AND GAS LAND AND UNIT CONSULTANT

FEOERAL - STATE - FEE
p. D. BGX B19
ROSWELL, NEW MEXICO @820t

L CORSIAVATION COMM
fanto Fo-

OFFICE SO5 622-8801
HOME 505 6€22-7905%

/N -
PG gamery 31,297 (e 57 7€
.}V
N - Re: ‘Joal Creek Unit Area

P-2%-N, R-12, 13-
San Juan County,

W, NMPM
New Mexico

Mrs. Ida Rodriquez

0il Conservation Commission

P. O. Box 2088 S

Santa Fe, New Mexico 87501 ' f

Dear Ida:

e e i

P

o thres-ocopies of Application for Approv

a1l of the Coal dreek

i am enclosing uthree

Unit Agreement, tcgether with one copy of Unit Agreement.

‘This Application was prepared, dated, and mailed Janua

4o not know-where it is lost;
I will check with you Monday, and if nothing else 1 wi
the Appligation by someone going to the hearing on the 5th.

*Vours very truly, -

however, 1 hope that this reach
11 send ancther cony.-of

ry 23, 1975. 1

es you in time.

Thank you very much.

Vi 77

R. M. Richardson

RMR:gr

Enc.




BEFORE THE OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO

APPLICATICN FOR APPROVAL OF
COAL CREEX UNIT AGREEMENT
SAN JUAN COUNTY, NEW MEXICO

: ) (//, < - 4/”(:
New Mexico 0il ConSﬁrvatlon Commission (e >

o ' ~ Santa Fe, New Mexico 87501

Comes the undersigned Tesoro Petroleum Corporation with the offices at
Denver, Colorado, and files herewith one (1) copy of the proposed Unit Agreemeit
for the development and operation of -the Coal Creek Unit Area, San Juan County,
New Mexico, and hereby makes application for the approval of said Unit Agreement
as provided by law, and in support thereof, states:

1. That the prdposed Unit Area covered by said Agreement embraces 11,225.11

acres of land, more or less, more particularly described as follows: N
T-23-N, R-12-W. NMPM T-2%-N, R-13-W, NMPM
 Sectioh 18: S Section 13t St
- Section 19, 20: All Section 14: S
N © Sections 28, 29, 30: All Sections 23, 24: A1l
A , Sections 31, 32, 33: All Sections 25, 26, 27: All

Sections 34, 35, 36; A1l

San Juan Coﬁnty, New Mexico

2. That of the iands embraced within the proposed Unit, 9,945.11 acres are
lands of the United States, being 88.60% of the Area and 1,280.00 acres are State
of New Mexico lands being 11.40% of the Area.,

3. That Applicant is informed and believes, and upon such information and
belief states, that the proposed unit area covers all or substantially all of the
geological festures involved, and that in the event of a discovery of oil or gas
thereon, that said Unit Agreement will permit the producing area to be developed
and operated in the interest of conservation and the prevention of waste of the
unitized substarnces.

L. That Tesoro Petroleum Corporation is designated as the Unit Operater in
said Unit Agreement, and, as such, is given authority under the terms therzof to
carry on all operations necessary for the development and operation ‘of the Unit
Area for 0il and gas subject to all applicable laws and regulatlons. That said
Unit Agreement provides for the drilling of an Initial Test Well to a depth
sufficient to test the Dakota Formation, but applicant is not obllgated to drill
said well in &ny event to a depth in excess; ﬂf 4 700 feet.

. ; ‘ 5.. That applicant believes that in the eant 0il or gas is d1scovered in

; paylng quantities on lands within the Upit Area, that the field or area can be
developed more economically and efficiently under the terms of said Unit Agreement,
to thé end that maximum recovery will be obtained of unitized substances and. that
said Unit Agreement is in the interest of conservation of prevention of waste as
contemplated by the New Mexico Oil Conservation rules and regulations.

6. That Application for Approval of said Unit Agreement is being filed with
- the Commissioner of Public Lands. .
7. That upon an order being entered by the New Mexico 0il Conservation
Commission approving said Unit Agreement, and after approval by the United States
Departiuent of Interior, an approved copy will be filed with the New Mexico 0il
Conservation Commission.

WHEREFORE, the undprqngned applicant respectfully requests that a hearing be
held betore an cxaminer of the maticr of said Unit Agreement, and that upon said
hearing, said Unit Agkeement be approved by the New Mexico Uil Coénservation
Commission as being in the inlerest of conservation and the prevention of waste.
Applicant respectfully requests thal this matter be heard at the first available
hearing following this date.

DATED this 23rd day of January, 1975. TESORO PETROLEUM CORPORATION

w2 d AR

Randolph ¥¢ Richardson
; Attorney at Law
: P. 0. Box 81y
Roswell, New Mexico 88201




BEFORE THE OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO

APPLICATION FOR APPROVAL OF
COAL CREEK UNIT AGREEMENT
SAN JUAN COUNTY, NEW MEXICO

ST - 2
New Mexico 0il Conservation Commission { Sta e oS &/ &
Santa Fe, New Mexico 87501

Comes the undersigned Tesoro Petroleum Corporation with the offices at
‘Denver, Colorado, and files herewith one (1) copy of the proposeéd Unit Agreement
for the development and operation of the Coal Creek Unit Area, San Juan County,
New Mexico, and hereby makes application for the approval of said Unit Agreement
as r'vvided by law, and-in support thereof, states:

1. That the proposed Unit Area covered by said Agreement embraces 11, 225.11
acres of land, more or less, more particularly described ag follows:

T=23<N, R-12-W, NMPM Te23-N, R~13=W, NMPM

Section.18: 8% Section 13: St
Section 19, 20: All Section 14: Stk
Sections 28, 29, 30: All Sections 23, 24: = All

Sections 31, 32, 33: _All Sectionms 25, 26, 27: All
Sections 34, 35, 36: All

San Juan County, New Mexico

vé. That of the lands embraced within the proposed Unit, 9 945,11 acres are
lands of the United ‘States, being 88 60% of the Area and 1 280 00 acres are State
of New Mexico lands ‘being 11.40% of the Area. "

3. That Applicant is informed and believes, and upon such information and
belief states, that the proposed unit area covers all or substantially all of thea
geological features involved, and that in the event of a discovery of oil or gas
thereon . that said Unit Agreement will permlt the producing area to be developed
and operated in the interest of conservation ana tne prevcation of waste of the
unitized substances. ) - s A

4, That Tesoro Petroleum Corporation is designated as the Unit Operator in
said Unit Agreement, and, as such, is given authority under the terms thereof to
carry on all opérations necessary for the development and operation of the Unit
Area for oil and gas subjeci to all dpplicable laws and regulations. That said
Unit Agreement provides for the drilling of an Initial Test Well to a deptk-
sufficient to test the Dakota Formation, but applicant is not obligated to arill
said well in any event to a depth in excess of 4,700 feet. '

5. That applicant believes that in the event o0il or gas is discovered in
paying quantities on lands within the Unit Area, that the field or area can be
déveloped more economically and efficiently under the terms of said Unit Agreement,
to the end that maximum recovery will be obtained of unitized substances and that
said Unit Agreement is in the intercst of conservation of prevention of waste as
contemplated by the New Mexico 0il Conservation rules and regulatious.

6. That Application for Approval of said Unit Agreemant is bezng filea with
the Commissioner of Public Lands. .

7. That upon an order being entered by the New Mexico 0il Conservation
Commission approving said Unit Agreement, and after approval by the United States
Department of Interior, an approved copy will be filed with the New Mexico 0il
Conservation Commission.

WIEREIORE, the undersigned applicant respectfully requests that a hearing be
haid betfore an examiner ol the matier of said Unit Agrecment, and that upon said
nearing, said Unit Agrecuent be approved by the New Mexico 0il Conservation
Commission as being in the interest of conservation and the prevention of waste.
Applicant respectfully requests thai this matter be heard at the first available
hearing following this date.

DATED %$his 23rd day of January, 1975. TESORQ PETROLEUM CORPORATION
///
B'/ / a—/@
Randolph#f. Richardson

Attorney at Law
?. O. Box 819

e




BEFORE THE OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO

APPLICATION FOR APPROVAL OF
COAL CREEK UNIT AGREEMENT
SAN JUAN COUNTY, NEW MEXICO

,} . 57 ‘// é

New Mexico 0il Conservation Commission
Santa Fe, New Mexico 87501

Comes the undersigned Tesoro Petroleum Corporation with the offices at
Denver, Colorado, and files herewith one (1) copy of the proposed Unit Agreement
for the devilopment and operation of the Coal Creek Unit Area, San Juan County,
New Mexico, and hereby makes application for the approval of said Unit Agreemeant
as provided by law, and-in support thereof, states:

1. That the proposed Unit Area covered by said Agreemenu embraces 11 225 11

acres of land, more or less, more particularly described as follows:

o T-23-N, R-12-W, NMPM T.2%-N, R-13-W, NMPM
EZE%ES#‘Tg?‘ S Section 13: Sk
Section 19, 20: All Section 1k4: Ste
Sections 28, 29, 30: All Sections 23, o4 All
Sections 31, 32, 33: All Sections®25, 26, 27: All
Sections 34, 35, 36: All

San Juan Cownty, New Mexieco - e g e

2. That of the lands embraced within the proposed Unit, 9,945.11 acres are

lands of the United States, being 88.60% of the Area and 1,280.00 acres are State
of New Hexico lands being 11.40% of the Area.

3. That Appllcauv is’ 1nformed and belleves, and upon such 1nformat1on and -

" belief states, that the progeccd-init area covers all or substant1ally all of the

geological features involved, and that in tLé event of a d1scovery of oil or gas
thereon, that said Unit Agreement will permit the produclng area t¢ be developed -
and operated in the interest of conservation and the prevention of waste of the
unitized substances.

4k, 'Tnat Tesoro Petroleum Corporatlon is designated as the Unit Operator in
said Unit Agreement, and, as such, is given authority under the terms thereof to
carry on all operations necessary for the development and operation of the Unit
Area for oil and gas subject to all applicable laws and regulations. That said
Unit Agreement provides for the drilling of an Initial Test Well to a depth
sufficient to test the Dakota Formation, but applicant is not obligated to drill
said well in any event to a depth in excess of 4,700 feet.

5. That applicant believes that in the event 011 or gas is discovered in
paying quantities on lands within the Unit Area, that the field or area cnn be
developed more economically and efficiently under the terms of said Unit Agrcement,
to the end that maximum recovery will be obtained of unitized substances and that
said Unit Agreement is in the interest of conservation of prevention of waste as
contemplated by the New Mexico Oil Conservation rules and regulations.

6. That Application for Approval of said Unit Agreement is being filed with
the Commissioner of Public Lands. .

7. That upon an order being entered by the New Mexico 0il Conservation
Commission approving said Unit Agreement, and after approval by the United States
Department of Interior, an approved copy will be filed with the New Mexico Oil
Conservation Commission.

WHEREFORE, the undersigned applicant respectfully requests that a hearing ve
hetd betore an ¢xaminee olf the malber of said Unit Agreement, and that upon scaid
nearing, said Unit Agreciient be approved by the New Mexico Oil Censervation
Commission as being in the interest of conservation and the prevention of waste.
Applicant respectfully requests thal this matter be heard at the first available
hearing following this date.

DATED this 23rd day of January, 1975.  TESORO PETROLEUM CORPCRATION
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S , _ | B Exhibit "B' - Page Four
- . , . : Coal Creek Unit Area
| | STATE OF NEW MEXICO LANDS
22, T-23-N, R-12-W, NMPM Y |
_ Sec. 32; All 640.00 K-4940-1 State . Delaware-Apache Corp. « Raymond Chorney - 3.5% Delaware-Apache Corp. A1l
23. T-23-N, R-13-W, NMPM o : .
m "Sec.. 36; NEA, 520.00 . wn.:w_f.nm - State McKnight Pet. Trust 75.00% Raynmond Chorney 3.5% McKnight Peiroleum Trust 75,00%
: NfNWk, SEVA, 0k-20-75 12.5% MecAlester Fuel Co. - 25.00% J. A. Johnson 1.0% McAlester Fuel Company  25.00%
24, T-23-N, R-13.Y. NMPM AR o | v !
“, . Sec. 363 ESITE, 120.00 L-3564 State Kenneth McPeters NONE Kenneth McPeters All
, | __HOEF" “_:,mmo.oo acres State of New Mexico Lands
| _ Recapitulation : -
. . — A o , . 9,945.11 acres Federal Lands; 88.60% of Unit Area
: . . ,, , , ~ _1,280.00 acres State of New Mexico Lands: 11.40% of Unit Area
‘ . , 11,225.11 acres 100.00% of Unit Area
i |
.
I ¢
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CASE_5428:

ner Hearing - Wednesday - Februar

pocket No. 5-75

y 19, 1°75
4~

Application of Amax Chemical Corporation for the extension of the
Potash-0i1l Area, Eddy County, New Mexico. Applicant, in the above-
atyled cause, seeks the extension of the Potash-0il Area in Eddy
County, New Mexico, as defined by Order No. R-11-A, as amended,

by the addition of the following described lands:

TOWNSHIP 19 SOUTH, RANGE 29 EAST
Section 13: 8/2 SEf4

Section 14: W/2 SW/ 4 :
Section 23: N/2 NW/4, SE/4 NW/4, S/2 NE/4.

Section 24: NW/4, W/2 NE/4, NE/4 NE/4

"FOWNSHLP 19 SOUTH, RANGE 30 EAST
Section 1l4: wW/2 NE/4
Section 18: SW/4




CASE 5423:

redeiasumit e

e

CASE 5424:

CASE 5425

s A o O

CASE 5426

CASE 5427:

Examiner Hearing - Wednesday - February'19,”1975

Docket No. 5-75
-3~

Application of Citic - Jervice 0il Company for compulsory pooling,
Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks an order pooling all mineral interests in formations of
Pennsylvanian age or older undétlying the W/2 of Sectlon 29, Town-
ship 21 South, Range 97 East, Eddy County, New Mexico, to be dedi-
cated to 3 well to be drilled at an orthodox location within the
spacing unit. Also to be considéf@d'ﬁill’be the cost of drilling
and completing sald 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 the aﬁplicant’as the operator of
the well and @ charge for the risk involved in drilling sald well.

Application of Cities Service 0il Company for o unit agreement,
Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks approval fot the Dark Canyon Unit Area, comprising‘2560
acres, more or less, of State 1ands in Township 23 South, Range
25 East, Eddy County, New Mexico.

>App11cation of Continental 0il Company for an;unorthodox iocation

and~simn1taneou5(hdication; Lea County, New Mexico. Applicant,

in the above-styled cause, seeks appfovalyforkthe simultaneous
dedication of a non-standard 480-acre - gas proration'unit compris-
ing the W/2 of Section 13 and the E/2 Ef2 of Section 14, Township
21 South, Range 36 East, Eumont Gas Pool, Lea County, New Mexico,
to its Lockhart B Wells Nos. & and 8, located at unorthodox loca-
tions in Units H and P, respectively, of Section 13, and to its
Lockhart B Well No. 7, at an unorthodox location in Unit D of said
Section 1l4. Applicant further seeks approval for the simultaneous

‘dedication of 2 320-acre non-standard gas proration unit comprising

the S/2 of Section 12, Township 19 South, Range 46 East, Evmont
Gas Pool, Lea County, New Mexico, to its,State4KN—12 Wells Nos. 1
and 2, located at unor thodox locations in Units P and N, respec-
tively, of gaid Section 12.

Applitatioa of Continental 0i1 Company for an unorthodox gas well

" jocation, Lea County, New Mexico. Applicant, in the apove-styled

cause, seeks approval for the unorthodox jocation of jts- Bell Lake
Unit Well No. 16 to be drilled 660 feet from the North and East
lines of Section 7, Township 24 South, Range 34 East, South Bell
Lake-Morrow Gas Pool, Lea County, New Mexico, the N/2 of said
Section 7 to be dedicated to said well.

Application of Penroc 0il Corporation for a dual completion, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks .
approval for the dual conpletion (conventional) of its Allied B

Com Well No. 1, located in Unit K of Section 27, Township 20 South,
Range 27 East, Eddy County, New Mexico, in such a manner as to pro-—
duce oil from the Bone Springs formation through tubing and gas

from the Morrow fotmatlon,through the casing-tubing anmulus by means
of a cross-over agsemtly.




CASE 5417:

CASE 5418:

CASE 5419:

CASE 5420:

CASE 5421:

CASE 5422:

CASE 5122:

-2-

-Examinsr Hearing - Wednesday - February 19, 1975 Docket No. 5-75

Application of Atlantic Richfield Company for a non-standard gas
proration unit, two unorthodox locations, and simultaneous dedi-
cation, Lea County, New Mexico. Applicant, in the above-styled
cause, seeks approval for a 640-acre non~standard gas proration
unit comprising the S/2 of Section 24 and the N/2 of Section 25,
both in Township 22 South, Range 36 East, Jalmat Gas Pool, Lea
County, New Mexico, to be simultaneously dedicated to its McDonald
Stace WN Wells Nos. 12 and 24, located, respectively, at unortho-
dox locations in Unit M of Section 24, and in Unit E of Section 25.

Application of Joel B. Burr, Jr. and Willicm J. Cooley for permission
to flare casinghead gas, McKinley County, New Mexico. Applicants,

in the above~styied cause, seek an exception to Order No. R-4070,

to permit the flaring of casinghead gas produced by their Coleman

Well No. 2, located in Unit C of Section 8, Township 17 North, B
Range 8 West, Lone Pine Dakota D Cii Pool, McKinley County, New Mexico.

Application of J. Gregory Merrion & Robert L. Bayless for downhole
commingling, Rio Arriba County, New Mexico. Applicants, in the
above~styled c¢ause, seek authority to commingle Gavilan-Pictured
Cliffs and Blanco-Mesaverde production in the welibore of their
North Lindrith Unit Com Well No. 1, located in Unit M of Section
20, Township 26 North, Range 2 West, Rio Arriba County, New Mexico.

Application of Texaco, Inc., for salt water disposal, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks authority

‘to convert its New Mexico "DM" State (NCT-1) Well No.“1, located

in Unit N of Section 21, Township 13 South, Range 33 East, Lazy J
Pennsylvanian Pool, Lea County, New Mexico, to dispose of produced
salt water into the Pennsylvanian formation through the perforated
interval from approximately 9742 to 9792 feet.

Application of Texsco, Inc., for downhole commingling, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks authority
to commingle Justis Tubb-Drinkard and North Justis—Fusselman pro-

duction in the wellbore of its G. L. Erwin ''B" Federal Well No. 3,
located in Unit I of Section 35, Township 24 South, Range 37 East,
Lea County, New Mexico.

Application of Hilliard 0il and Gas, Inc., for special pool rules,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks
the promulgation of temporary special rules for the EK~Bone Springs
Pool, in Township 18 South, Range 34 East, Lea County, New Mexico,
including a provision for 80-acre spacing and proration units.

(Reopened) (Continued from the January 22, 1975, Examiner Hearing)

In the matter of Case 5122 being reopened pursuant to the provisions
of Order No. R-4693, which order established temporary special pool
rules for the East Lusk-Wolfcamp 0il Pool, Lea County, New Mexico,
including a proviesion for 160-acre spacing and proration units and a
limiting gas—oil ratio of 4000 to 1. All interested parties may
appear and show cause why said pool should not be developed on 40-
acre spacing and proration units with a limiting gas~oil ratio of
2000 to 1.

G



Docket No. 5-75

Dockets Nos. 6-75 and 7-75 are tentatively set for hearing on March 5 and
March 19, 1975. Applications for hearing must be filed at least 22 days 1n
advaiice of hearing date.

DOCKET: EXAMINER HEARING - WEDNESDAY -~ FEBRUARY 19, 1975

9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

_The following cases will be heard before Daniel S. Nutter, Examiner, or
Richard L. Stamets, Alternate Examiner:

ALLOWABLE: (1) Consideration of the allowable productidn ofwgaé‘for Maféﬁ,
1975, from seventeen prorated pools in Lea, Eddy, Chaves
and Roosevelt Counties, New Mexico.

"(2) Consideration of the allowable production of gas for March
1975, from five prorated pools in San Juan, Rio Arriba, and
Sandoval Counties, New Mexico. :

3 Consideration'of purchase}'s nominations for the one-year
reriod beginning April 1, 1975, for both of the above areas.

CASE 5402: (Continued from the January 22, 1975 Examiner Heafing)

In the matter of the hearing called by the 0il Conservation
Commission on its own motion to permit Tyra & Tyra, Fidelity and
Deposit Company of Maryland and all other interested parties to
appear and show cause why the Tyra & Tyra BTA Lulu Well No. 1
located in Unit C of Section 22, Township 9 South, Range 35 East,
Lea County, New Mexico, should not be plugged and abandoned in
accordance with a Commission-approved plugging program.

CASE 5415: Application of Burk Royalty Co. for a unit agreement, Chaves. County,
. New Mexico. Applicant, in the above~styled cause, seeks approval
for the Double L Queen Unit Area, comprising 2670 acres, more oOr
less, of Federal, State, and fee lands in Townships 14 and 15 South,
Ranges 29 and 30 East, Chaves County, New Mexico.

CASE 5416: Application of Tesoro Petroleuin Corporation fo? a unit agreement,
San Juan County, New Mexico. Applicant, in the above-styled caduse,
seeks approval for the Coal Creek Unit Area comprising‘11;225 acres,
more or less, of State and Federal lands in Township 23 North,
Ranges 12 and 13 West, San Juan County, New Mexico.

CASE 5409: (Continued from the February 5, 1975, Examiner Hearing)

Application of Atlantic Richfield Company for a non-standard gas
proration unit, an unorthodox gas well location, and simultaneous
dedication, Lea County, New Mexico. Applicant, in the above-styled
cause, seeks approval of a 320-acre non-standard gas proration unit
comprising the SE/4 of Section 12 and the NE/4 cof Section 13, both
in Township 24 South, Range 36 East, Jalmat Gas Pool, Lea County,
New Mexico, tu be simultaneously dedicated to its George W. Toby
WN Wells Nos. 4, 1, and 1-A, located, respectively, in Units A

and H of sald Section 12 and in Unit A of said Section 13.




BEFORE THE OIL CONSERVATION COMMISSION LTy
STATE OF NEW MEXICO e SR e Y

Leov RN

APPLICATION FOR APPROVAL OF  \"" . 111
COAL CREEK UNIT AGREEMENT woopre e \B
SAN JUAN COUNTY, NEW MEXICO \\.-,_ B S

Y iy AT
{\ \ll

C“ (,ONb" pn b0
New Mexico 0il Conservation Commission o
Santa Fe, New Mexico 87501 o
Comes the undersigned Tesoro Potroleum Corporation with the offices at
A Denver, Colorado, and files herewith one (1) copy of the proposed Unit Agreement L
T e for the development and operation of ‘the Coal Creek Unit Area, San Juan County,

New Mexico, and hereby makes application ior the approval of said Unit Agreement
as provided by law, and .in support thereof, states:

1. That the proposed Unit Area covered by said Agreement embraces 11,225.11
acres of land, more or less, more particularly described aa follows:

T-23=-N, R-12~W, NMPM T-23-N, R-13.W, NMPM N
Section 18: 8% Section 13: . S% ‘
Section 19, 20: - All Section 14: S
Sections 28, 29, 20: &ll Sections 23, 24: Al}
Sections 31, 32, 33: All Sections 25, 26, 27: - All
: Sections 34, 35, %6: All

San-Juan County, New Mexico

2. That of the lands embraced within the proposed Unit, 9,945.11 acres are
lands of the United States, being 88.60% of the Area and 1,280.00 acres are State
of New Mexico lands being 11.40% of the Area.

3. That Applicant is informed and believes, and upon such information and " ' 7
belief states, that the proposed unit area covers all or substantially all of the
geological features involved, and that in the event of a discovery of oil or gas
thereon, that sald Unit Agreement will permit the producing area to be developzd
and operated in the interest of conservation and the prevention of waste of the
unitized substances.

. That Tesoro Petrolcum Corporation is designated as the Unit Operator in
said Unit Agreement, and, as such, is given authority under the terms thereof to
carry on all operations necessary for the developient and operation of the Unit
Area for oil and gas subject to all applicable laws and regulations. That said
. Unit Agreement provides for the drilling of an Initial Test Well to a depth
o sufficient to test the Dakota Formation, but applicant is not obligated to drill
; said well in any event to a depth in excess of 4,700 feet.

5. That applicant believes that in the event oil or gas is discovered in
paying quantities on lands within the Unit Area, that the field or area can be
develeopéd more economically and efficiently under the terms of said Unit Agreement,
to the end that maximum recovery will be obtained of unitized substances and that
‘said Unit Agreement is in the interest of conservation of prevention of waste as
contemplated by the New Mexico 0il Conservation rules and regulations.

6. That Application for Approval of said Unit Agreement is being filed with
r the Commissioner of Public Lands. .
7. That upon an order being cntered by the New Mexico (il Conservation
Commission appreving said Unit Agrecment, and after approval by the United States
Department of Interior, an approved copy will be filed with the New Mexico 0Oil
Conscrvation Commission.

WHRREFORE, the undersigned applicant respectfully requests that a hearing ve
held betfore am oxaminer ol the matier of said Unit Agreement, and that upon said
nearving, said Unit Agrecuent be appcroved by the New Mexico 0il Conservation
Commission as being in the interest of conservation and the prevention of waste.
Applicant respectfully requests that this matter be heard at the first available
: nearing following this date.

DATED this 23rd day ot January, 1975. TESORO PETROLEUM CORPQ

Attorney at Law
P, 0. Box 819




BEFORE THE OIL CONSFERVATION COMMISSION
STATE OF NiW MEXICO

T T A LbLIGKTION FOR ADPROVAL OF
‘ - COAL CREEK UNIT AGREEMENT
SAN JUAN COUNTY, NEW MEXICO

New Mexico 0il Conservation Commiesion
Santa Fe, New Mexico 87501

Comes the undersigned Tesoro Petroleum Corporation with ths offices at
Denver, Colorado, and files herewith one (1) copy of the proposed Unit Agreement N
for the development and operation of the Coal Creek Unit Area, San Juan County,
New VMexico, and hereby makes appllcatzon for the approval of said Unit Agreement
as provided by law, and-in support thereof,tetates.

&,1 1. That the proposed unit Area covered by said Agreement embraces 11,225.11
! : acres of land, morc or lesn, more particularly desoribed aa follows:

. T-23-N, R-12-W, NMPM T-23-N, R-13-W, NMEM
L Section 18: - 8% Section 13: Sk

SRR Section 19, 20: All Section 1k: St

w . . Sections 28, 29, 30: All Sections 23, 24: All

L . Sections 31, 32, 33: All Sections 25, 26, 27: All
R : ~ © Sections 34, 35, 36: Al

San Juan County, New Mexico
2. That of the lands embraced withln the proposed Unit, 9,945.11 acres are

. lands of the United States, being 88.60% of the Area and 1,280.00 acres are State
of New Mexico lands being 11.40% of the Area.

P L

3. That Applicant is informeéd and believes, and upon such information and
belief states, that the proposed unit area covers all or substantially all of the
geological features involved, and that in the event ¢f a discovery of oil or gas
thereon, that said Unit Agreement will permit the producing area to be developed
[ and operated in the interest of conservation and the prevention of waste of the
S unitized substances. '

4., That Tesoro Petroleum Corporation is designated as the Unit Operator in
said Unit Agreement, and, as such, is given authority under the terms thereof %o
carry on all operations necessary for the development and operation of the Unit
Area for o0il and gas subject to all applicable laws and regulations. That said
, Unit Agreement provides for the drlll}ng of an Initial Test Well to a depth
B sufficient to test the Dakota Formation, but applicant is not obligated to drill
\ said well in any event to a depth in excess of 4,700 feet.

5. That applicant believes that in the event oil or pgas is discovered in
paying quantities on lands within the Unit Arca, that the field or area can be
developed more economically and efficiently under the terms of said Unit Agreement,
_to the end that maximum recovery will be obtained of unitized substances and that
1 . said Unit Agreement is in the interest of conservation of prevention of waste as
A ) contemplated by the New Mexico Oil Conservation rules and regulations.
i

6. That Application for Approval of said Unit Agreemeant is being filed with
| ) o the Commissioner of Public Lands. .

: 7. That upon an order being cntered by the New Mexico 0il Conservation

: Commisaion approving said Unit Agrecment, and after approval by the United States
: Department of Interior, an approved copy will be filed with the New Moxico 0il

‘ Conservation Commission.

[3
WHIRREFORY, the undersigned applicant respectfully requests that a hearing ve l
held betore an vxaminere of the mntler of said Unit Agreement, and that upsn coaid
nearing, said Unit Agrecuient be appeoved by the New Mexico 0il Conservation
Commission as being in the interest of conservation and the prevention of waste,
Applicant respectfully requests that this mztter be heard at the first available " ]
nearing following this date.

i DATED this 23rd day of January, 1975.  TESORO PETROLEUM CORPORATION
. e ///404‘444;7A¢7/7’



'BEFORE THE OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO

APPLICATION FOR APPROVAL OF
COAL CREEK UNIT AGREEMENT
SAN JUAN COUNTY, NEW MEXICO

New Mexico 0il Conservation Commission
Santa Fe, New Mexico 87501

Comes the undersigned Tesoro Petroleum Corporation with the offices at
Denver, Colorado, and filea herewith one (1) copy of the proposed Unit Agreement
for the development and operation of the Coal Creek Unit Area, San Juan County,
New Mexico, and hereby makes application for the approval of said Unit Agresment
aeé provided by law, and-in support thareof, states:

1. That the proposed Unit Arzs . uovered by said Agreement embraces 11,225.11
scres of land, moro or leas, more pa*tioulnrly desoribed sa followss

Pe23-N, R-12-¥, NMPM T-2%-N, R-13-W, NMPM
Section 13: 8% Section 13: ' Sz
Section 19, 20: All Section lk: S
Sections 28, 29, 3%0: All Sections 23, 2u: All
Sections 31, 32, 33: All Sections 25, 26, 27: All
, ) Sections 34, 35, 36: All

San Juan County, New Mexico

2. That of the lands embraced within the proposed Unit, 9,945.11 acres are
lands of the United States, being 88.60% of the Area and 1,280.00 acres are State
of New Mexico lands being 11.40% of the Area.

3. That Applicant is informed and believes, and upon such information and
belief states; that the proposed unit area covers all or substantially all of the
geological features involved, and that in the event of a discovery of o0il or gas
thereon, tha’ sdid Unit Agreement will permit the producing area to be developed
and operated in the interest of conservation and the prevention of waste of the
vnitized substances. .

4, That Tesoro Petroleum Corporation is designated as the Unit Operator in
said Unit Agreement, and, as such, is given authority under the terms thereof to
carry on all operations nec>ssary for the development and operation of the Unit
Area for oil and gas subject to all applicable laws and regulations. That said
Unit Agreement provides for the drilling of an Initial Test Well to a depth
sufficient to test the Dakota Formation, but applicant is not obligated to drill
said well in any event to a depth in excess of 4,700 feet.

5. That applicant belicves that in the event oil or gas is discovered in
paying quantitics on lands within the Unibt Area, that the {field or area can ba
developed more economically and efficiently under the terms of said Unit Agrecment,
to the end that maximum recovery will be obtained of unitized substances and that
said Unit Agrecment is in the interest of conservation of prevention of waste as
contemplated by the New Mexico 0il Conservation rules and regulations.

6. That Application for Approval of said Unit Agreemant is being filed with
the Commissioner of Public Lands. .

7. Toat upon an osder being cntered by the New Mexico Oil Conservation
Commiscion approving said Unit Agreement, and after approval by the United States
Department of Interior, an approved copy will be filed with the New Moxico 0il
Conscrvation Commission.

WHIREFORE, the undevsigned applicant respectfully requests that a hearing bde
hele betore an cximiner ol the molLler of sald Unit Agreement, and that upon eaid
nenrving, said Unib Agrecokient be approved by the New Mexico 0il Conservation
Commission as being in the interest of conservation snd the prevention of waste.
Appiicant respectfully requests that this matter be heard at the first available
hearing following this date.

TESORO PETROLEUM CORPORATION

S0 om A
Bg;4?%E;;:bg?52775’2?1/C;¢¢H£«9»'Z-»
Randolph B4 Richardson
Attosrnavy &t Lay

DATED thie 23rd day of January, 1975.
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- 1975 _, by and between the<pérti¢s subscribing, ratifying, or consenting hereto,

UNIT AGREEMENT

FOR THE DEVELOPMENT AND OFERATION

‘I S
OF THE O O L v ey
‘:~ \k.«A;\,flﬁ COMLG
wallh o “

COAL CREEK UNIT AREA

COUNTY OF SAN JUAN

STATE OF NEW MEXICO

NO. :55115/;/'é%" o

THIS AGREEMENT, entered into as of the 22nd day of - January : -

and herein referred to as thev"parties hereto,”
| WITNESSETH:
WHEREAS, the éarties liereto are the owners of workihg; royalty, or other
oil and gas interests ir the uni{ area subject to this agreement; and |
WHEREAS, the Mineral Leasing Act of February 25, 19éo,,k1*5t§t. 537, as
amended, 30 U. S. C. Secs. 181 et seq., authorizes Federalllessees and their re-
presentatives to unite with each other, or jointly or separately with others, in
collectively adopting and operating a cooperative or unit plan of development or
operafidn 6f any oil or gas pool, fiéld, or like area, or any part tﬁeréqf:for the
purpose of nmore properly conserving ihe natu;al resources fheréof whene?ef determined
and certified by the Secretary of the Interior to be necessary or advisable in the
public interest; énd |
WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 7-11-29 N.M. Statutes 1953 Annotated)
to consent to or approve this agreement on behalf of the State of New México, insofar
as it covers and includes lands and mineral interest of the Stéte of New Mexico; and,
WHEREAS, the 0il Conservation Commission of the State of New Mexico is author-
ized by an Act of the Legislature (Chapter 72, Laws of 1935, as amended by Chapter
193, Laws of 1937; Chapter 166,Laws of 1941; and Chapter 168, Laws of 1949) to ap-
prove this agreement and the conservation provisions hereof; and,

WHEREAS, the parties hereto hold sufficient interests in the

Coal Creek Unit Area covering the land hereinafter des-

cribed to give reasonably effective control of operations therein; and
WHEREAS, it is the purpose of the parties hereto to conserve natural resources,
prevent waste, and secure other berefits obtainable through development and operation

of the area subject to this agreement under the terms, conditions, and limitations




herein set forth;

i NOH, THEREFORE, in consideration of the premises and the promises herein

e ~b: _ contained, the parties hereto commit to this agreement their respective interests
it T e
g in the below-defined unit area, and agree severally among themselves as foliows!:
< ‘ -

i 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February, 25,

1920, as amen&ed, supra; and all valid pertinent regulations, including operating

- Py,

and unit plan regulations, heretofore issued thereunder or valid, pertinent, and

£ ey

reasonable regulations hereafter issued thereunder are accepted and made a part of
thia sgreemént as to Federal lands, provided such regulations are not inconsistent

with the terms of this agreement; and as to non-Federal lands; the o0il and gas

[ERETTSIPERYY S O NP

operating regulations in effect as of the effective date hereof governing drilling
and producing operations, not inconsistent with the terms hereof or the laws of the f

_ Sfﬁte in which the non-Federal ;and is located, are hereby accepted and made a part

L IS ¥ P R S

‘of this agreement. | _ : P

[y

2. UNIT AREA. The following described land is hereby designated and recog-

PR Y TR PO

nized as constituting the unit area:

T-23-N, R-12-W, NMPM

- Section 13: S¥
Section 19, 20: All
Sections 28, 29, 30: All
Sections 31, 32, 33: All

Gk e es AR AR e

s Wi mcrme e 1§

P.23-N, R-13-W, NMPM

"Section 13: St i
Section 1h: St :
: Sections 23, 2h: A1l '
; : Sections 25, 26, 27: All ;
. Sections 34, 35, 36: 11 {

Containing 11,225.11 acres MOL S g

Exhibit "A" attached hereto is a map showing the unit area and the boundaries and

é' indentity of tracts and leases in said area to the extent known to the Unit Operator.
£ Exhibit "B" attached hereto is a schedule showing to the extent known to the Unit.
Operator the acreage, percentage, and kind of owngrship of oil and gas interests
in-all land in the unit area. However, nothing herein or in said schedule or map

é; shall be construed as a representation by any party hereto as to the ownership of
any interest other than such interest or interests as are shown in said map or
schedule as owned by such party. Exhibits "A"Y and '"B" shall be revised by the Unit
Operator whenever changes in the unit area render such revision necessary when re-
quested by the Cil and Gas Supervisor, hereinafter reoferred to as "Supervisor," or

when requested by the Commissioner of Public Lands of the State of New Mexico,




E
i

hereinafter referred to as "Land Commissioner,'" and not less than five (5) copies

of the revised Exhibits shali be filed with the Supervisor and one (1) copy there-

_of_shall be filed with the Land Commissioner, and one (1) copy with the New Mexico

Oil Conservation Commission, hereinafter referred to as "State Commission."
The above-described unit area shall, when practicable, be expanded to include
therein any additional Yands oF shall e contracted to exclude lands whenever such

“necessary or advisable to conform with the

o]
cr
@

expansion or contraction is deemed to-
purposes of this agreement. Such expansion or contraction shall be effected in the
following manner:

(a) Unit Operator, on its own motion or on demand of the Director of the

:GebIOgical Survey, hereinafter referred to as "Director," or on demand of the Land

Commissioner, after preliminary concurrefice bj’the Director, shall prepare a notice
of pfoposed expansion or cdhtractibn describing the contemplated changes in the

bqundafies of the unit area, the reasons therefor, and the proposed effective date

_theréof, preferably, the first day of a month subsequent to the date of notice.

(b) Said notice shall-be delivered to the Supervisor, the Land Commissioner
and the State Commission,cand copies thereqf mailed to the last known address of
each working—inferest ownef, lessee, and lessor whose interests are affected, ad-
vising that thirty (30) days will be allowed for submission to the Unit Operator of
any objections.

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

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

(e) All legal sﬁbdivisions of lands (i.e., 40 acres by Government survey
or its nearest lot or tract equivalent; in instances of irregular surveys unusually
large lots or tracts shall be considered in multiples of 40 acres or the nearest
aliguot equivalent thereof), no parts of which are ¢ntitled to be in a participating
area on or before the fifth anniversary of the effectivg date of the first initial
participating area established under this unit agreement, shall be eliminated auto-

matically from this agreement, effective as of said fifth anniversary, and such lands

-3-




‘shall no longer be a part of the unit area and shall no longer be subject to

this ag‘reehent, unless diligént ‘drilling'ope'rations are in progress on unitized

lands not entitled to participation on said fifth ahniversary; 'in which event all
such lands shall remain subject hereto for so long as such drilling operations
are continued diligently, with not more than 90 days' time elapsing between the

o completion 6f one such well snd the commencément of the next such well. All legal

- -

subdivisions of lands rrnotfexzti't'led_ﬁo,bé_ inj‘aw,p,ar.rr‘tifgipating 'gfea within 107 jeafa
after the effective date of the first initial participating ‘aré;l Appréved andes
this agreement shall be automatically eliminated from this agreement as of said
tenth anni’vei‘sary.r All lands praved productive by diligent drilling operations
after the aforesaid five-year period shall become partiéipating in the same
manner as during said five-year period. However, when such diligent drilling
operations cease, all non-participating lands shall be autoratically eliminated
veffective as of the 91st d#y thereafter. The }unit cperatof shall within 90 days
after the effect&ve date of any elimination hereur:der, describe the area so eli-
minated to the sacisfaction of the Supervisor and the Land Commissioner and
promptly notify all parties in interest. ‘

If conditions warrant extension of the ten-year period specified in this
subsection 2 (e), a single extension of not to exceed two years may be accomplished
by consent of the owners of 90% of the working interests in the’current non-parti-
cipating unitized lands and the owners of 60% of the basic royalty intg_rests
(exclusive cof the basic royalty interests of the United States) in non-participating
unitized lands with approval of the Director and Land Commissioner, provided such
extension apﬁlication is submitted to the Director and the Land Commissioner not
later then 60 days prior toAthe expiration of said ten-year period.

Any expansion of the unit area pursuant to this section which embraces
lands theretofore eliminated pursuanf to this subsection 2 (@) shall not be con-
sidered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. A1l land committed to this

agreement shall constitute land referred to herein as M"unitized land" or "land
subject to this agreement.” All oii and gas in any and all formations of the
unitized land are unitized under the terms of this agreement and kerein are called
"unitized substances.

4, UNIT OPERATOR. Tesoro Petroleum Corporation

is hereby designated as Unit Operator and by signature hereto as Unit Operator

by




il
J

H
8

; agrees and consents to accept the duties and obligations of Unit Operator for the
discovery, development, and production of unitized substances as herein provided.
: - Whenever reference is made herein to thé“Uﬁit'éﬁéfatér,‘such reference means the
{ _ unit Operator acting in the capacity and not as an owner of interest in unitized
substances, and the term "working-interest owner" when used shall include or

-refer to Unit Operator as the owner of a working interest when such an interest

. i3 owned by it.
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right to resign at any time prior to the establishment of a participating area or
Ai} areas hereunder, but such resignation shall not become effective so as to release
Unit Operator from the dutieéﬁand obligati s of Unit Operator and terminate Unit
Operator's rights as such for a period of six (6) months after notice of intention
to 'resign has been served by Unit 0perator‘on>éil working-interest owners and the
Supervisor and the Lénd Cbmmissioher, and until all wells then drilled hereunder
aré placed in a satisfactory condition for suspension or abandonment whichever is
reQuiréd by the Supervisor as.to'Federal lands and the State Commission as to State
lands, unless a new Unit Operator shall have been §§}gcted and approved and shall
have taken over and assumed the duties and obligations ofiUnit COperator prior to
the expiration of said period.

Unit Operator shall have ilie” rigii v resign in like manner and su
like limitations as above provided at any time a participating area established

hereunder is in existence, but, in all instances of resignation or removal, until %

a successor unit operator is selected and approved as hereinafter provided, the

working-interest owners shall be Jointly responsible for performance of the duties
of unit operator, and shall not later than 30 days before such resignation or re-
moval becomes effective appoint a common agent to represent them in any action tb
be taken hereunder.

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

The Unit Operator may, cpon default or failure in the performance of its
duties or obligations hereugder, be subject to removal by the same percentage vote

of the owners of working interests as herein provided for the selection of a new

Unit Operator. Such removal shall be cffective upon notice thereof to the Supervisor

and the Land Commissioner.

——



The resignation or removal of Unit Operator under this agreement shall
not Lerminate its right, title, or interest as the owner of a working interest or
other interest in unitized substances, but upon the resignation or removal of Unit
Operator tecoming sffective, such Unit Operator shall deliver possession of all
wellsi eqﬁiﬁﬁéﬁf} materials; and appurtenances used in conducting the unit opera-
tions t¢ the new duly qualified successor Unit Cverator or to:*he common agent,

if nb‘such new Unit Operator is elected, to be used for the purpose of conducting

moval of any material, equipment, and appurtenances needed for the preservation of
any wells.,

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Cperator Shall tender his

or its resignation as Unit Operator or shall be removed as hereinabove provided,
or a change of Unit Operator is negotiated by working-interest owners, the owners
of the working interests in the participating area or areas according to their re-

spective acreage interests in such participating area or areas, or until a parti-

cipating area shall have been established, the owner's of the working interests

‘according to their respective acreage interests in all unitized land, shall by

majority vote select a successor Unit Operator: Provided, That, if a majority
but less than ?S per cent of the working interests qualifiéd-to vote are owned by
Qne party to this agreement, a concurring vote of one or more additional working
interest owners shall be required to select a new operator. ‘Such selection shall
not become effective until

{(a) a Unit Operator so selected shall accept in‘writing the duties and
responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Supervisor and approved

by the Land Commissioner.

or

If no successor Unit Operator is selacted anquﬁalifiéd'as herein provided,
the Director and the Land Commissioner, at their election, may deélare this unit »

agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Operator

is not the sole owner of working interests, costs, and expenses incurred by Unit
Operatoxr in conductihg unit oéerations hereunder shzll be paid and apportioned
among and borne by the owners of working interests, all in accordance with the
agreement or agreements entered into by and between the Unit Operator and the
owners of working interests, whether one or more, separately or collectively. Any

agreement or agreements entered into between the working-interest owners and the

b
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Unit Operator as provided in this scction, whether one or moreé, arce herein referred
to as the "unit operating asreement.“ Such unit operating agreement shall aleo
provide the manner in which the working-interest owners shall be entitled to re=
" eeive thelr respective proportionate and allocated ehare of the venefits accruing
hereto in conformity with their underlying operating agreements; leases, OF otﬁer

independent contracts, and such other rlghts and obligations as. rsiween Unit QOperator

and the vorking-interest ownars as may be agreed upon by Unit Operator and the

" working-interest ownersi however, no such unit operat1ng agreement chall be deemed
either to modify any of the terms and conditions of this unit agreement OT to re-
jeve the Unit Operator of any right or obligation established under this unit
agreement, and in case of any jnconsistency oT ﬁonflict between this unit agreement

and the unit operating asrepment, this unit agreegent shall govern. Three true

copies of any uanit operating agreement executed pursuant to this section should
pe filed with the Supervisor and one true copy with the Land Commissioners prior to
approval of this unit agreement.

8. B}@HTS-AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically

provided herein, the exclusive right, privilege and duty of exercising any and all
rignts of the parties,hereto which are necessary or convenient for prospecting for,
producing, storing, allocating, and d1str1but1rg the unitized substances are here-
by delegated to and shall be exercised by the Unit Operator as herein provided.
Acceptable evidence of title to said rights shall be deposited w1th said Unit Opera-
tor and, together wighuthis agreement, shall constitute and ‘define the rights,
privileges, and obligafions of Unit Operater- Nothing nerein, however, shal).be
construed to transfer title to any 1and or to any lease or operating agreement,

1t being understood that under this agreement the Unit Operator, in its capacity
as Unit Operator, shall exercisc the rights of possgssiop»and use vested in the
parties hereto only for the purposes herein specified. |

9. DRILLIKG TO DISCOVERY. Within six (6) months after the effectlve date

hereof, the Unit Operator shall begin to drill an adequate test well at a location

approved by the Supervisor, if on Federal land, or by the Land Commissioner, if on

State sucn effec e date a well is being drilled conformably with

the terms hereof, and thereafter con ihue such drilling diligently until the

Dakota Formation has been tested

_//

T ", or until at a lesser

—

depth unitized substances shall be discovered which can be‘produfed in paying
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qunntitios (ﬁo-hit: quantities sufficient to repay the costs of drilling, complet=

ing and producing operations, with a reasonable profit) or the Unit Operator shall,
at any time, establish to the satisfaction of the Supervisor if on Sederal land, or
the Land Commissioner if on State 1and, that further drilling of said well would

be unwarranted or impracticable;'provided, however, that Unit Operator

in any event, be required to drill said well to a depth in eX
feet. Until the discovery of a~depo§it of unitized subskénces

produced in paying quantities,‘the Unit Operator shall continue drilliﬁ;‘diligentlj
one well at a time, allowing not more than six (6) months between the corpletion
of one well and the beginning of the next well, until a well capable of producing
pnisized substances in paying quantitiea is coﬁpleted to the satisfaction 6f said
Supervisor if it be on Federal land or of the Land Commissioﬁef’if'on State land,
or until it is reasonably proved that the unitized 1§pd is incapable of pfoducing
unitized substances in pa&ing quantities in the formafidns drilled hereunder.
Nothing in this secfion shall be deemed to 1imit the right of the Unit Operatoir to
resigh as provided in Section 5 hereof, or as requiring’Uhit Operéﬁor to commence
or coﬂ%inue any drilling during the period’pending such resignation beconing ef-
fective in order to compiy wiﬁh the requirements of this section. The Director

and Land Commissioner nay modify the drilling requirements of this section by

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

warranted.
Upon failure to commence any well provided for in this section within the

time allowed, including any extension of time granted by the Supervisor and the

' Land Commissioner, this agreement will automatically terminate} updn failure to

'“c6rt‘nue‘dri11ing éiligently any well commenced nereunder, the Supervisor and the

Land Commissioner may, after 15-days notice to the Unit"d@éfé%di;“deciare this
unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND "OPERATION. Within six (6) months

after completion of a well capable of producing uriitized substances in paying
quantities, the Unit Operator shall submit for the approval of the Supervisor and
the Land Commissioner an acceptable plan of dovelopment and operation for the uni-
tized land which, when approved by tne Supervisor and the Land Commiséioner, shall
constitute the further drilling and operating obligations of the Unit Operator
under this agreement for the period specified therein. Thereafter, from time to

time before tne expiration of any existing plan, the Unit Operator shall submi.t

8-




- tion of the unitized area and for the diligent drilling necessary for determina-

for the apprcval of the Supervisor and the Land Commissioner a plan for an addi~
ticnal specified period for the development and operation of the unitized land.

Any plan submitted pursuant to this section shall provide for the explora-

tion of the area or areas therébfWCAPaBie ¢f producing unitized substances in
paying quantities in each and every productive formation and shall be as complete
and adequate as the Supervisor and the Land Commissioner may determine to be neces-

sary for timely development and proper conservation of the oil and gas resources

of the unifized area and shall:

proposed order and time for such drilling; and
(b) to the extent practicable specify the operating practices regarded as
necessary and advisable fbr5§foper conservation of natural resources.
Separate plans may be submitted for separate’productive zones, subject to the ap=
proval 6f the Supervisor and tﬁe Land Commissibner. . . R L,f»?q,woﬁfqg
Plans shall be modified or supplemented when necessary to meet changed con-
ditions or to protect the interests of all parties to this agreement. Reascnable
diligence shall be exercised in complying with the obligations of the approved
plan of development. The Supervisor and the Land Commissioner are authorized to
grant aA;éasgnable exéénsion of the 'six-month period herein prescribed for sub-
mission of an initial plan of development where such action is justified because
of unusual conditions or circumstaﬁées. After completion hereunder of a well
capable of producing any unitized substance in paying quantities, no further wells,
except such as may be necessary to afford protection against operations not under
this agreement and such as may be specifically approved by the Supervisor and
the Land Commissioner, shall be drilled except in accordance with a plan of devel-
opment approved as hereii provided.

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

producing unitized substances in paying quantities or as soon thereafter as re-
quired by the Supervisor or the Land Commissioner, the Unit Operator shall submit
for approval by the Supervisor and the Land Commissioner a schedule, based on sub-
divisions of the public-land survey or aliquot parts thereof, of all land then re-
garded as reascnably proved to be productive in paying quantities; all lands in
said schedule on approval of the Supervisor and the Land Commissioner to constitute

a participating area, effective as of the date of completion of such well or the



effective date of this unit agreement, whichevef is later. The acreages of both
Federal and non-Federal lands shall be based upon appropriate computations from
the c§urses and distances shown on the last approved public-land survey as of the
effective date of each ihitiél ﬁarticipatihg area. Said schedule shall also sét
forth the percentage of unitized substances to be allocated as herein provided‘tb
each tract in the participating area so established, and shall goverh the alloca~
tion of production commencing with the effective date of the participating area.
A separate p;rﬁicipating area shall be established for each separate pool or de-
posit of unitized substances or for any group thereof which is produced as a

single pool or zone, and any two or more participating areas so established may

be combined into one, on approval of the Sﬁpervisor“and»thefLand Commissioner.,

When production from two or more participating areas, so established, is subse-
quently found to be from a common pool or deposit said_participating3areas shall
be_combihed'into one éffective as of such appropriaté>date as may be approved 6r
prescribed by the Supervisor and the Land Cpmmis;ioner.. The participating area

I

or areas so established shall be revised frdﬁxtime to time, subject to like ap-

N

proval, to ihclude additioqal iand then regarded as reasonably proved to be pro-
ductive in paying quaﬁtitiéé or neceésary ior unit operations, or to exclude land
then regarded as reasqnably proved not to be productive in paying quantities anﬁ
the;échedule.of allocétionipercentages shall be revised accordingly. The effective
date of any revision Shall be the first of the monfh in which is obtéined the
knowledge or ‘information on which such revision is predicated, provided, howeve},
that a more appropriate effective date mzy be used if justified by the Unit
Operator and approvedfby the Supervisor and the Land Commissioner. No land shall
be excluded from a participating area on account of depletion of the unitized
substances, éxceptbthét any participating area established under the provisions of
this unit agreement shall terminate automatically whenever all completions in the
formation on which the participating area is based are abandoned.

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

In the absence of agreement at any time between the Unit Operator and the

Supervisor and the Land Commissioner as to the proper definition or redefinition
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agreed that production of unitized substances from a participating area shall be

allocated as provided herein regardless of whether any wells are drilled.on any =

particular part or tract of said participating area. If any gas produced from
one participating area is used‘for repressuring or recycling purposes in another
participating area, the first gas withdrawn from such last-mentioned participat;ng
area for sale during‘the life bf‘thisgagreement shall be considered to be the gas

so transferred until an amount equal to that transferred shall ve so produced for

sale and such gas shall be allocated to the participatinz drea from which initially

produced as such area was 1ast defined at the:tlme of such final production.

13. DEVELOPMENT COR OPERATION OF NON- PARTICIPATING LAND OR FORMATIONS. Any

party hereto ownlng or controlllng the work1ng 1nterest in any unitized land having

thereon a regular well location may w1th the approval of tbe Superv1sor>and the

Land,Commissioner, at such party's sole risk, costs, and expense, drill a well to

-test-any formation for wihich a participating areaiﬁas not been established or to

test any formation for which a participating area has been established if such

' location is not within said participating area, unless within 90 days of receipt

of notice from said party of his 1ntent1on to drill the well the Unit COperator
elects and commences to drill’ such a well in 11ke manner as other wells are drilled
by the Unit Operator under this agreement. |

If any well drilled as{aforesaid by a working-interest owner resulfe in
production such that the land upon which it is situated may properly be included
in a participating area, such?particfpating area shall be established or enlarged

as provided in this agreement and-the well shall thereafter be operated by the

£
<t
o3

Unit Operator in accordarice with the ‘terms of-
agreement, ’

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

14, ROYALTY SETTLEMENT. The United States and any State and any royalty

owner who is entitled to take in kind a share of the substances new unitized here-
under shall hereafter be entitled to the rxght to take 1n kind its share of the

un1t17e4 substances, and the Unlt Operator, or the worxlng-rnterest owner in case

-12-
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of the operaticn of a well by a working-interest owner as herein provided for in
special cases, shall make deliveries of such royalty shére taken in kind in con~
formity with the applicable contracts, laws, and rgéulations. .Settlement for roy-
aifi;interest not taken in kind shall bé made by working-interest owners responsible
therefor under existing contracts, laws, and regulations, or by the Unit Operator,
on or beisre the last day of each month for unitized substances p:oduced during

the preceding calendar ménth; provided, however, that\nofhing herein contained
shal} operate to relieve the 1%§§$es of any land from their respective lease obli-
gatisss for the payment of any rd;a1ties due uﬁéér their “leases.

If gas obtained from lands not subject to this agreement is introduced

~into any pafticipating areu’ hereunder, for use in~représéufi£g;wst?mulati-n—ef

production, or increasing ult#mate recdvery, in conformitx}with a plan of opéra-
tions approvéd by the Supervisor and the Land Commissioner, a like amount of gas,
after sétt%ement as herein provided for any gas transferred frém any other paiéi-
cipating area and with appropriate deduction for loss fr@m;any cause, may be witn-
drawn from the formation into which the gas is introduced, royalty free as to dry
gas, but not as to any products which may be egtracted therefronm; érovided_that
such withdrawal shall be at such time as m;y be provided in the approved plan of
operations or as may otherwise be consented to by thezSuperisor and the Land
Commissioner as conforming 'to good petrpleum engineering pfactice; and provided
further, tﬁat such right of withdrawel shall terminate on ihe termination of this
unit agrcement.

Royalty due ihe United States shall be computed as provided in the opérating

regulations and-paid in value or delivered in kind as to all unitized substances

on the basis of the amounts thereof allocated to:ﬁngiiééd:?édéféi“iahahéé"pioviﬁé&
herein at the rates specified in the respective Federal leases, or at such lower
rate or rates as may be authorized by law or regulation; provided, that for leases
on which the royalty rate depends on the daily average production per well, said
average production shall be determined in accordance with the operating regulations
as though each participating area were a single consolidated lease.

Royalty due on account of State lands shall be computed and paid on the

basis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalfies due on leases committed
hereto shall be paid by working-interest owners responsibie therefor under existing

contracts, laws, and tegulations, provided that nothihé hérein contaired shall

~13-
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into any participating area hereunder, for use in repressuring, stimulation of

_regulations and paid in value or delivered in kind as to all unitized substances

of the operation of a well by a working-interest owner as herein providsd for in
special cases, shall make deliveries of such royalty share taken in kind in con-
formity with the applicable contracts, laws, and regulations.  Settlement for roy-
alty\interest not taken in kind shali be made by working-interest owners responsible
thefé?br undér existing contracts, laws, "smd regulations, or by the Unit Operator,
on or before the:last day of each month for unitized substances produced during

the preceding calendar month; provided, hdwever, that nothing herein contained

shall operate’to felieve the lessees of any land from tﬁeir respective lease obli-
gatiéns for the payment of any royalties due under their leases. -

If gas obtained from lands not subject to this agreement is introduced

production! or increaéing ult%mate recovery; in confbfmitx with a'pian of opera-
Eioﬁs épproved by the Supervisor and the Land Commissioner, a like ampu?g of gas,
aftér sett%ément as herein provided for'aﬁy gas transferred from any oth;; parti-
cipating area and with appropriate deduction for ioss from any cause, may be with—
drawn from the formation intq wﬁich the gas ié introduéed, royalty free as.to dry
gas, but not as to any products which méy be exfracted therefrom; érovided that
such wit?drawai shall be at such timelﬁs méy be provided’in the approved plén of
operations or as may otherwise ée consented to by the Supervisor énd the Land
Commissioner aschnforming to good petroleum engineering pféétice; and profided
further, that such rightﬂof withdrawal shall terminate on the términation of this
unit agreement. -

~ Royalty due the United States shall be computed as provided in the operating

on the basis of the amounts thereof allocated to unitized Federal léﬁdjaéré;SQided
herein at the rates specified in the respective Federal leases, or at such lower
rate or rates as may be authorized by law or regulation; provided, that for leases
on which the royalty rate depends on the daily average production per well, Said
average production shall be determined in accordance with the operating regulations
as though each participéting area were a single consolidated lease. |

Royalty due on account of State lands shall be computed and paid on the
vasis of all unitized substances.allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases committed

hereto shall be paid byyﬁérkiﬁg-infefest owners responsible therefor under

contracts, laws, and regulations, provided that nothing herein contained shall




operate to relieve the lessees of any land from their respectivc lease obligations
for the payment of any rental or minimum royalty due under their leases. Rentai
or minimum royalty for lands of the United States subject to this agreement shall
be paid at the rate specified in the respective leases from the United ?Pates un-
1essrsuch rental or minimum royalty is waivéd, suspended, or reduced bjfiaw or by
approvAI of the Secretary or his auly authorized representative. A

Rentals on State of New Mexico lands subject to this agreement shall be >

paid at the rates specified in the respective leases.
With respect to any lease on non-Federal land containing provisions which

.wéuld terminate such lease unlgss drilling operations are commenced upon the lané.
covered thereby4;ithig the time therein spgcified or rentals are paid for the pri-
viiege of deferring such drilling operations, the rentals?reqpired thereby shall,
notwithstanding any other provision of this agreement, be deemed to accrue aﬁd be;
come payable during the term thereof as extended by this agreement and until the
required drilling bperations are commenced upon the land covered thereby or until
some portion of such land is included within a partiCipatipg area.

;,16_ CONSERVATION.”_Operations hereun&er and production of unitized substances
shéil be conducted to provide for the most economical and efficient recovery of B
said substances without waste, as defined’by or pursuant to State or Federal law
or regulation.

17. DRAINAGE. The Unit Operator shall take such measures as the Supervisor
and Land Commissioner deem appropriate a~1 adequate to prevent drainage qf unitized
substances from unitized land by wells on land not subject to this agreement.

8. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions,

and provisions of all leases, subleas=s, and other contracts relating to exploration,
drilling, development, or operation for oil or gas on lands committed to this agree-

ment are hereby expressly modified and amended to the extent necessary to make the

same conform to the provisions hereof, but otherwise to rema.n in full force and
effect; and the parties hereto hereby consent that the Secretary, as to Federal
leases and the Land Commissioner, as to State leases, shall and each by his ap-
proval hereof, or by the approval hereof by his duly authorized representative,
does hereby establish, alte;,ichange, or revoke the drilling, producing, rental,
minimum royalty, and royalty raquirements of Federal and State leases committed

hereto and the regulations in respect\ﬁhereto to conform said reaquirements to iig

provisions of this agreement, and without limiting the generality of the foregoirg,

4o



all leases, subleases, and contracts are particularly modified in accordance with

the following:

(a) The development and operation of lands subject to this agreement under
thé terms therof shall be deemed full performance of all obligations for develop-
meht‘and“operation with respect to each and every separately owned tract subject
to this agreement, regardless of whether there is any development of any particu-
lar tract of the unit area.

(b) Drilling and producing operations performed hereunder upon any tract
of unitized lands will be accepted and deemed to be performed upon and for the
benefit of each and every tract of unitized land, and no lease shall be deemed to

expire by reason of failure to drill or produce wells situated on the land therein

embraced.

(¢) Suspension of drilling or producing operations on all unitized lands
pursuant to direction or consent of the Sec;étar§ and the Land Commissioner, or
his duly authorized representative, shall be deemed to constitute such suspension
pursuant to éuchgﬁirection or consent és to each and4every tract of unitized 1énd.
A suspension of drilling of’producing oéeratiéns limited to specified lands shall
be applicable only to such lands.

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

(e) Any Federal lease for a fixed term of twenty (20) years or any reuewal

therectf or any part of such lease which is made subject to this agreement shall con-

tinuve in force beyond the term provided therein until the termination hereof. Any
other Federal lease committed hereto shall continue in force beyond the term sc
provided therein or by law as to the land cdmmitted so long as such lease remains
subject hereto, provided that producticn is had in paying quantities under this unit
agréément prior to the expiration date of the term of such lease, or in the event
actual drilling operations are commenced on unitized land, in accordance with the
provisions of this agreement, prior to the end of the primary term c¢f such lease

and are being diligently prosecuted at that time, such lease shall be extended for

two years and so long therazfter g oil or ‘gas is produced in paying quantities in

-15-
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accordance with the provisions of the Mineral Leasing Act Revision of 1960.

(f) Bach sublease or contract relating to the operation and development of
uniiized’ﬁ“‘stancéa from lands of the United States committed to this agreement,
which by ité terms would expire prior to the time at which the underlying lcase,

as extended by the immediately preceding paragraph, will expire, is hereby extended

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

S,

and effect for and during the term of the underiyiing lease-as such term is herein

extended.

(g) The segregation of any Federal Lease committed to this agraement is
governed by the‘}ollowing provision in the fourth paragraph af Sec. 17 (j) of the
Mineral Leasing Act, as amended by the Act of September 2, 1960 (74 Stat. 781-784):
"Anj (fedefai}'leasé heretoébre or hereafter‘commitied to any such (unit) Plan em-
braciﬂg lands that are in parf within and invpart outside of the area ocovered by
any such plan shall be segregsted into separate leases as to the lande commiéted

and the lands not committed as of the effective date of unitization: ~Provided

however, that any such lease as to the‘nonunitizéd port?oﬁ shall continue in force

and effect for the term thereof but for not less than two years from the date of
such segregation and so long thereafter as 911 or gas is produced invpaying quanti-
ties h

(h) In the event the Initial Test Well is commenced priof'té the expiration
date of the shortest term State Lease within the Uﬁit Area, aﬁy lease embracing
lands of the State of New Mexico which is made subject to this ‘greement, shall
continue in force beyond the term provided éhgrein as to the lands committed hereto
until the termination hereof.

(i) Any lease embracing lands of the State of New ﬁexiéo haying only a
portion of its lands committed hereto, shall be segregéfed as to the protion com-
mitted and the portion not committed, and the terms of such lease shall apply
separately to such segregated protions commencing as of the effective date hereof;
proﬁided, however, notwithstanding any of the provisiéns of this agreement to the
contrary any lease embracing lands of the State of New Mexico having only a portion
of its lands committed hereto shall continue in full force and effect beyond the
term provided therein as to all lands embraced in such lease, if oil or gas is dis-
covered and is capable of being produced in paying quantities from some part of
tha lands embrgged in such lease at the expiration of the secondary term of such
lease; or if, at the“éiéifgéiéhibf‘the aacondary term, the leasee or the Unit Opera-
tor is then engaged in bona fide drilling or reworkiég opeféfidﬁs*an sowe part of

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

prosecuted, and if they result in the production of oil or gas; said lease shsall

continue in full force and effect as to all of the lands embraced therein, so long

" thereafter aguﬁil or gas in paying quantities is being produced from any portion

of said lands. 7 -

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to be

r~ccvenantsifgpg§pg,yith“tﬁéjléﬁﬁ'with respect to the interest of the parties hereto
and their successors in interest until this agreemenf terminates; and any grant,
transfer, or conveyance, or interest in land or leases subject hereto shall be and
hereby is conditioned upon-tﬁb assumption of all .privileges and obligations hereunder
by the grantee, transferee, or other successor in interest. No assignment or trans-
fer of any working interest,‘rojalty, or other‘interést subject hereto shall be
binding upon Unit Operator until the;first day of the calendar month after Unit
Operator is furnished wifh the original, photostatic, or certified copy of the
instrument of transfer. | o

L I %
20.. EFFECTIVE DATE AND TERM. This agreement shall become effective upon

approval by the Secretary and the Land Commissioner or uis duly sasuthorized repre-
sentative, and shall termiﬁate five (5) years from said effective date unless

(a) such date of expiration is ex%ended by the Director and the Land Com-
missioner, or

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

(c) a valuable discovery of unitized substances has been made or accepted
on unitized land during said initial term or any extension thereof, in which event
the agreement shull remain in effect for such term ard so long as unitized substances
are 'produced.in quantities sufficient to pay for the cost of produéing same from
wells on unitized land within any participating area established hereunder and,
should production cease, so long thereafter as diligent operations are in progress
for the restoration of production or discovery of new production and so long there-

after as unitized substances so discovered are produced as aforesaid, or

=17~
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(d) it is terminated as heretofore provided in this agreement. rThis agree-‘
ment may be terminated at any time by notlless than 7S per centum; on. an acreage.
basis, of the working-interest owners signatory hereto, with the approval of the
Supervisor and the Land Commissioner; notice of any such approval to be given by the
Unit pperator to all parties hereto.

21. RATE OF'PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director is

hereby vested with authority to alter or modify from time to time in his discretion
the quantity and rate of producéibn under this agreement when such Quahtity and

raﬁe is not‘fixed pursuant/£o Fedéral or State law or does not conform to any state-
wide voluntary conservation or‘allocatidh“program; which is established, recognized,

and generaily adhered to by the majority of oféréid;éwii sﬂéiVState;'éﬁéhréﬁfﬁariﬁf'

- being hereby limited to alteration or modification in the publicgéiﬁerest, the pur-

pose thereof and the public interest to be‘served.theréby to be stated in the order

also hereby vested with authority to alter or modify from time to time in his dis- -

‘cretion the rate of prospecting and development and’the quantity and rate of pro-

ion under- this agreement when such alteration or modification is in the interest

of attaining the conservation objectives stated in this agreement and is not in

“viclation of-any applicable Federal or State law.

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

- 22. APPEARANCES. Unit Operator shall, after notice to other parties affected,
have the right to appear for andon behalf of any and all interests affected hereby
before the Department of the Interior and the Commissionesr of Pulbic Lands and to
appeal. from orders issued undér>the regulations of said Department or Land Commis-
sioner or to apply for relief from any of said regulations or in any proceedings
relative to operations before the Department of the Interior or the Land Commission-

er or any other 1egally constituted authority; provided, however, that any other

“interested party shall also have the right at his own expense to be heard in any

such proceeding.

23.‘ NOTICES. All notices, demands, or statements required hereunder to be
gi#en or rendered to the parties hereto shall be deemed fully given if given in
writing and personally delivered to the party or sent by postpaid registered or

certified mail, addressed to such party or parties at their respective addresses

~-18-
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tions issued thereunder inany way affecting such party, or as a waiver by any such

set forth in connection with the signatures hereto or to the ratification or con-
sent hereof or to such other address as any such party may have furnished in writing

to party sending the notice, demand or statement.

2k, NO WAIVER OF CERTAIN RIGHTS. Nothing in this sgreement contained shali

be construed as a waiver by any party hereto of the right to assert any legal or

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

State - wherein said unitized lands are located, or of the United. States; or regula-

4 i st e i e

party of any right beyond his or its authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring the

Unit Operator to commence or continue drilling or to operate on or produce unitizéd

substances from gﬁy ofﬁthe lands covered by this agreement shall be suspended while
the Unit Operator despite the exercise of due care and diligence, is pfevented from
complying with such obligations, in whole or in part, by strikes, acfs of Géd,
Federél,'State, or municipal law or agencies, unavoidable accidents, unconirolléble
delays in transportation, inability to obtain necessary materials in open maiket,
or other matters beyond the reasonable control of‘the Unit Operator whether similaf’
to matters herein enumerated or not. No unit obligation which is suspended under
this section shall become due less than thirty (20) days after it has been &ete£;
mined tLat the suspension is no longer applicable. Determination of creditable
"Uhavoidable'Delay" time shall be made by the unit oéerator subject to épproval 6f
the Supervisor and the Land Commissioner.

26. NONDISCRIMINATION. In connection with the performance of work under

this agreement, the operator agrees to comply with all the provisions of section
202 {1} to (7) inclusive of Executive Oirder 11246 (20 F.R. 12319), as amended, -
which are hereby incorporated by reference in this agreement.

27. LOSS OF TITLE. In the event title to any tract of unitized land

shall fail and the true owner cannot be induced to Jjoin in this unit agreement,

such tract shall be automatically regarded as not committed hereto and there shall
be such readjustment of future costs and benefits as may be required on account of
the loss of such title. In the event of a dispute as to title as to any royalty,
working interest, or other interests subject thereto, payment or delivery on account
therecf may be withheld without liability for interest until tﬁe dispute i35 finally

settled; provided, that, as to Federal and State land or leases, no payments of

-19-
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funds due the Unitéd States or the State of New Mexicc should be4withheld, but
such funds shgll be deposited as directed by the Supervisor and such funds of the
State of New Mexico shall be deposit?d as directed by the Land Commissioner, to be
held as unearned money pending final settlement of the title dispute, and then
applied as earned or returned in accordance with such final settlement,

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

~-or-failure of any title hereunder.

S 28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial

. Y interest in a tract within the unit area fails or refuses to subscribe or consent k L

to this agreement, the owner of the working interest in that tract may withdraw said
trac£ffrom'thié agreement by written notice delivered to the Supervisér and the

- ) Land Commissioner and the Unit Opefafor prior to the approval of this agreement

>bj the Sugervisor. An§ 0il or gas interests in lands within thé unit area not com-
-mitted hereto piibr to submission of this agreement for final approval may there-
after be committed hereto by thevaner or owners thereof subscribing or consenting

to this agreement, and, if the inferest is a working interest;'by the owner of such

interest also‘éﬁbscribing to the unit operating agreement. After operations are
comménced hereunder, the right of subsequent joinder, as provided in this section,
by a wofking—inéerest owner is subject to such requifements or approvals, if any,

? | pertaining to such joina;r, as may be provided fér in the unit oiéréﬁing agreement,
After final approval hereof, joinder by a non-working interest owner must be con-
sented to in writing by the workihgéinterest owner coﬁmitte& Lereto and responsiblé

% for the payment of any benefits that may accrue hereunder in behalf of such non-

v; working interest. A non-working interest may not be committed to this unit unless

o co the corresponding working interest is committed hereto. Joinder to the unit agree-
o Lo mant by a'working-interest owner, at any time, must be accompanied by appropriate

4
- joinder to the unit operating agreement, if more than one committed working-interest

owner is involved, in order for the interest to be regarded as committed to this

unit agreement. Excepl as may otherwise herein be provided, subsequent joinders

to this agreement shall be effective as of the first day of the ronth following the
% ? filing with the Supervisor and the Land Commissioner of duly executed counterparts
of all or any papers necessary to establish effective commitment of ény tract to
this agreement unless objection to such joinder is duly made within sixty (60) days

by the Supervisor and the Land Commissioner.

_s0. .
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29. COUNTERPARTS. This agreement may be executed in any number of counter-
parts no one of which needs to be executed by all parties or may be ratified or
consented to by separate instrument in writing specifié;;ly referring hereto and
shall be binding upon all those parties who have executed such a counterpart, rati-

fication, or consent hereto with the same force and effect as if all such parties

other parties owning or claiming an interest in the land&iwithin the above-described
unit area.

20. SURRENDER. Nothing in this agreement shall prohibit the exercise by any
workiﬁg-interést owner of the right to surrender vested in such party by any lease,
sublease, or operating agreement as to all or any part of the iands covered thereby,
provided thatveachrpérty who will or might acquire sﬁch working interest by such
surrender or by forfeiture as hereafter set forth, is bound by the terﬁs of this
agreéﬁent.

If, as a result of any such surrender, the working interest rights as to

. such lands become vested in any party other than the fee owner of the unitized sub-

stances, said party may forf@it such rights and further benefits from operation

héreunder as to said land té the party ﬂéxt in tie chain of title who shall>be>and
become the owner of such working interest.

If, as the result of any such surrender or forfeiture, working interest rights
become vested in the fee owner of the unitized substances, such owner may:

(1) Accept those working-interests rights subject to this agreement and
the unit operating agreement; or

(2) Lease the portion of such land as is included in avparticipating area
established hereunder subject to this agreement and the unit operating agreement.

(3) Provide for the independent operation of any part of-suck land that are’

'ﬁot-éhen included within a participating area established hereunder.

If the fee owner of the unitized substances does not accept the working-
interest rights subject to this agreement and the unit operating agreement or lease,
such lands as above-provided within six (6) months after the surrendered or for-

feited working-interest rights becomne Qested in the fee owner, the benefits and

- obligations of operations accruing to such lands under this agreement and the unit

operating agreement shall be shared by the remaining owners of unitized working
interests in accordance with their respective working interest ownerships, and

such owners or working interests shall compensate the fee owner of unitized sub-

21~



stances in such lands by paying sums equal to the rentals, minimum royaities, and

royalties applicable to such lands under the lease in effect when the lands were

unitized. |

ﬁ An appropriate accounting and settlement shall be made, for all benefits

accrﬁing to or payments and expenditures made or incurred on behalf of such surren-

dered or forfeited working intepest subsequent to the date of surrgpder or forfeiture,
- and payment of any moneys found to be owing by such an accounting shall be made as

between the parties within thirty (30) days. In the event no unit operating agree-

ment is in existeﬁceAéhd a mutually acceptable agreemeat between the proper parties

thereto cannot be consummated, the Supervisor may prescribe such reasonable and

equitable agreement as he deems warranted under the circumstances. ‘ ‘ ;
The exercise of any right vested in a working-interest owner to reassign

such working interest to the party from whom obtained shall be subject to the_same

‘conditions as set forth in this section in regard to the exercise of a right to
surrender.

" 31, TAXES. The working-interest owners shall render and pay for their ac-

count and the account of the royalty owners all valid taxes on or measured by the

unitized substances in and under‘sr that may be éroduced, gathered, and sold from |
fhe land subject to this contract after the effective date of‘this agreement, or
‘ﬁbﬁn the proceeds derived therefrom. The working-interest owners on each tract
shall and may charge the proper proportion of said taxes to the royalty owners
having interests in said tract, and may currently retain and deduct sufficient of
the unitized substances or derivative products, or net proceeds thereof from the

allocated share of each royalty owner to secure reimbursement for the taxes so paid.

No such taxes shall be charged to the United States or the State of New Mexico or

to any lessor who has a cotfract with his lessor who has a contract with his lessee

i d which requires the lessee to pay such taxes.

P 32. NO PARTNERSHIP. It is expressly agreed that the relation of the parties
hereto is that of independent contractors and nothing in this agreement contained,
expressed, or implied, nor any operations conducted hereunder, shall create or be

it deemed to have created a partnership or association between the parties hereto or

2%. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working-

j interest owners, nor any of them, shall be subject to any forfeiture, termination,

or expiration of any right hereunder or under any leases or contracts subject hereto,

R .
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or to any penalty or liability on account of delay or failure in whols or in part
to comply with any applicable provisions thoreof to the extent that the said Unit
Operator or the; working=interest owners, or any of them, are hindered, delayed, or
prevented froﬁ; complying therewith by reason of failure of the Unit Operator to
obtain, in the exercise of due diligence, the concurrence of proper representatives
of the United States And proper representgfives of the State of New Mexico in and
about any matters or things concerning which it is required herein that such coh—
currence be obtained. The4 parties hereto, including the State Commission, agree
that all powers and authority vested in the State Commission in and by any provi-
sions of this agreement are vested in the State Commission and 'uhail be exercised
by it pursuant to the provisions of the laws of the State of New Mexico and subject
in any case to appeal or judicial review as may now or here'after be provided by the
laws of the State of New Mexico. | o

34, SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in this

agreement shall modify or change either the special Federal Lease stipgl_ations re-

lating to surface management or such special Federal Lease stipuiafi;ans relatiné
to surface and environmental protection, attached f:o and made a part of, Oil and
Gas Leases covering lands within the bnit Area. ‘

IN WITNESS WHEREOF, the parties hereto have caused this agreément to be

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

ATTEST: TESORC PETROLEUM CORPORATION
BY: BY:
Address:
UNIT OPERATOR
STATE OF )
} ss
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

] 19741 by who is

of

{State of Incorp.)
corporation, for and on behalf of said Corporation.

My Commissior. Expires:
: Notary Public

. Y T
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EXHIBIT "B"
SCHEDULR OF LAND AND LEASES
-COAL CREEX UNIT AREA
mmbquWb County, New Mexico

_ TRACT SERJAL NO. BASIC OVERRIDING RCYALTY WORKING INTEREST
NO. DESCRIPTION ACRES & EXP. DATE ROYALTY " LESSEE OF RECORD AND PERCENTAGE : : AND PERCENTAGE _
1. T-23-N, R-12-W, NMPM .
Sec. 28; SEXSEX  40.00 NM-0555834-A  U.S.A. Delaware-Apache Corp Raymond Chorney 2.5% Delaware-Apache Corp. Al
0L-20-75 12.5% Jacqueline Anderson 1.0% .
2. T-23-N, R-12-¥, NMPM
Sec. 18; Stk 160.00  NM-0555848 U.S.A. Raymond Chorney - 25.0% -Stanley M. Edwards 2.5% Raymond Chorney 25.00%
‘ 033175 12.5% Kirby Petroleum Co. ~ 25.0% L. C. Driskell 2.5% Kirby Petroleum Compan'’ 25.00%
u Aquitaine 0il Corp. ~ 25.0% - , : Aquitaine 0il Corp. 25.00%
| Natural Gas Pipeline Co. - 25.0% Natural Gas Pipeline C»>. 25.00%
! 3, ?-23-N, R-12-1, NMPM : ,
W Sec. 33; All 640.00 NM-0555877-A  U.S.A. Delaware-Apache Corp. Casper College Foundation .875% Delaware-Apache Corp. All
" , 03-31-75 12.5% - Raymond Chorney 2.625%
L, T-23-N, R-13-Y, WPM | | |
Sec. ib; 34 480,00 NM-0555815-A  U.S.A. ‘Chorney 0Oil Company =~ 18.75% Raymond owouum% 3.0% . Chorney 0il Company 18.75%
Sec. 23; T 02-28-95 12.5% Natural Gas Pipeline Co. - 18.75% Natural Gas Pipeline (o. 18.75%
m : ; . . Aquitaine 0il Corp. - 18.75% : Aquitaine 0il Corp. 18.75%
i - Kirby Petroleum Co. -~ 18.75% Kirby Petroleum Co. 18.75%
| Tesoro Petroleum Corp. - 25.00% P , Tesoro Petroleum Corp. 25.00%
| 5. 7-23-N, R-13-W, NMPM _
| Sec. 27; £11 640.00 NM-0555916 U.S.A. Tesoro Petroleum Corp. Casper College Foundation .875% Tesoro Petroleum Corg. A1l
. | : 03-31-75 12.5% Raymond Chorney 2.625%
“ 6. T-23-K, B-13-1, NMPM

Sec. 25; AlL 610,00 NM-0555916-A  U.S.A.  McKnight Pet. Trust - 75.00% Casper College Foundation .875% McKnight Petroleum Trust  75.00%
, , 03+31-95 12.5% McAlester Fuel Co. -~ 25.00%  Raymond Chorney 2.625% McAlester Fuel Co. 25.00%
: William J. A. Johnson 1.0%

9. To23.N. BE-11-%, NMPM
Sec. 35; All  €40.00 NM-0556326 U.S.A.  McKnight Pet. Trust - 75.00% Thomas D. Chase 1.0% McKnight Petroleum Trust  75.00%
03~01~75 12.5% McAlester Fuel Co. - 25.00% Dorothy Chorney % McAlester Fuel Co. 25.00%
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Coal Creek Unit Area

8. T-25-N, R-12-W, NMPM
W Sec. 18; Lots 3, &4, A | : :
! EpSWk 485.22 NM-0556834 | U.S.A. Raymond Chorney - 25.00% Stanley M. Edwards 2.0% Raymond Chorney 25.00%
“ Sec. 195 Lots 5 thru 04-30-75 - 12.5% Aquitaine 0il Corp.- 25.00% L. C. Driskell 2.0% Aquitaine 0il Corp. 25.00%
| i2 , _ Natural Gas Pipeline Co.- 25.00% Jacqueline Anderson 1.0% Natural Gas Pipeline Co.  25.00%
L ! Kirby Petroleum Co. - 25.00% Kirby Petroleum Co. 25.00%
9. T_23-N, B-12-W, NMPM | |
” Sec 265 All 640.00 NM-0556836 U.S.A. Tesoro Petroleum Corp. Raymond Chorney 2.5% Tesoro Petroleum Corp. All
| 0k<30-7% 12.5% : W. H. McDermott. 1.0% :
10. T_23-N, R-13-W, NMPM . S |
L Sec. 1L; Swk L30.00 NM-0558416 U.S.A. Chorney Oil Co. - 18.75% W. D. Tolan 2.0% Chorney 0il Co. 18.75%
| Sec. 23; Wi 11-30-75 12.5% Natural Gas Pipeline Co0.-18.75% Raymond Chorney 1.0% Natural Gas Pipeline Co. 18.75%
M Aquitaine 0il Corp. - 18.75% Aquitaine 0il Corp. 18.75%
: Kirby Petroleum Co. ~ 18.7% Kirby Petroleum Co. 18.75%
Tesoro Petroleum Corp. - 25.00% Tesoro Petroleum Corp. 25.00%
D 1. T-2%-N, R-13-W, NMPM : _
m Sec. 13; SWh 150.00 NM-0558650 U.S.A. Chorney Oil Compiny - 18.75% Raymond Chorney . 3.0% Chorney 0il Company 18.75%
| , 12-31-75 12.5% Natural Gas Pipeline Co. ~ 18.75% Natural Gas Pipeline Co. 18.75%
M : Aquitaine 0il Corp. - 18.75% Aquitaine 0il Corp. 18.75%
Kirby Petroleum Co. - 18.75% Kirby Petroleum Co. 18.75%
m Tesoro Petroleum Corp. -~ 25.00% Tesoro Petroleum Corp. 25.00%
| :
(12, T.2%-N, R-13-W, NMPM .
! Sec. 34; ALL 640,00 NM-0559141 U.S.A. Tesoro Petroleum Corp. Est. of F. C. Grigsby 3.5% Tesorc Petroleum Corp. Al
02-28-76 12.5% o
13. T-23-N, R-12-W, NMPM
Sec. 19; Lots 13 cthru : :
| | 20 326.99 NM-3034 U.S.A. Hanland 0il Corporation NONE Hanland O0il Corporation All
h €8-321-77 12.5% -
L 1h. T-23-N, R-12-W, NMPM
| Sec. 29; All 640.00 NM-4280 U.S.A. Delaware-Apache Corp. - L. C. Driskell 1.5% Delaware-Apache Corp. All
__ 01-31-78 12.5% W. .D. Talan 0.5%
| , Esther Chorney 1.5%
| |
_ 4
|
|
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, Coal Creek Unit Area
_
| 15. T-23-N, R-13-%, NMPM ,
M Sec. 13; SEA 160.00 N¥M-7020 U.S5.A. Kirby Oil Company - 25.00% NONE Kirby 0il Company 125.00%
| 07-31-78 12.5% Natural Gas Pipeline Co.- 25.00% Natural Gas Pipeline Co. 25.00%
m S Aquitaine O0il Corp. - 25.00% Aquitaine 0il Corp. 25.00%
W Chorney 0il Company - 25.00% Chorney 0il Compary 25.00%
_ 16. T-23-N, R-12-%, NMPH
| Sec. 20; Lots 3 taru 6, o
| 11 thru 4 = 331,22 - NM-8229 U.S.A. Raymond Chorney- 25.00% H. A, Rich, Jr. .25% Raymond Chorney 25.00%
! 11-30-78 12.5% Kirby Petroleum Co. - 25.00% John Oakason .75% Kirby Petroleum Co. 25.00%
w " Aquitaine 0il Corp. ~ 25.00% Stanley M. Edwards 2.0% Aquitaine 0il Corp &5.00%
M Natural Gas Pipeline C0.-25.00% L. C. Driskell 2.0% Netural Gas Pipeline Co. mm.oe&
| 17. T-23-N, R-12-W, NMPM :
| Sec. 28; N, . | : 5~ ,
N)SSER Loo.oo NM-15657 U.8.A.  Aztec 0il & Gas Co. NONE Above 4,820 ft.
07~31-82 12.5% . Aztec Oil & Gas Co. 40.00%
| Tesoro Petroleum Corp. . 60.00%
_ Below 4,820 ft. ,
! Aztec Qil & Cas Co. 21
- 18. T-23-N, R-12-W, NMPM )
W . Sec. 30; Lots 1 thru &4, o
w B, Yl 635.32 NM-17017 U.S5.A. Husky 0il Company of Delaware Guy M. Willis 1.5% Busky 0il Company of Del. A1l
m_ , | 01-20-82 12.5% A _ Rilla M. Willis 1.5%
119, T-23-N, R=-12-W, NMPM
M Sec. 31; Lots 1 thru 4, _ .- : _ ,
Ep, B2 635,28 NM-18951 U.S.A. McAlester Fuel Co. - 25.00% Dorothy Langley 5.0% McAlester Fuel Co. 25.00%
om&uw|mm 12.5% McKnight Petroleum Trust - 75.00% McKnight Petroleum Trust  75.00%
20. T-23-N, R-13-W, NMPY | ‘_
Sec. 24; All 640.00 NM-19572 U.S.A. McAlester Fuel Co. - 25.00% Ruth Ross 2.0% McAlester Fuel Co. 25.00%
‘, 11-%0-83 12.5% McKnight Petroleum Trust - 75.00% McKnight Petroleum Trust 75.00%
21. T-23-N, R-12-W, NMPH -
“ Sec. 203 Lots 1,2,
,_ ? thru 10, 15, 16 m ) ,.
Sec. 28; SW#, 531,08 NM--23240 U.S.A. Tesoro Petroleum Corp. NONE Tesoro Petroleum Corp. A1l
SWKSEY 12-31-84 12.5% : ,
Uy . TOTAL: 9,945.11 acres Federal Lands




BEFORE THE OIL CONSERVATION COMMISSION i R
STATE OF NEW MEXICO awy "
B iy N i
Yyt o APPLICATION FOR APPROVAL OF i “/a/f’z5
- Lo COAL CREEK UNIT AGREEMENT - "“ po
Voo SAN JUAN COUNTY, NEW MEXICO ECEANS

_ Comes the undersigned Tesoro Petroleum Corporation with the offices at

; ] Denver, Colorado, and files herewith one (1) copy of the proposed Unit Agreement
: - for the development and operation of the Coal Creek Unit Area, San Juan County,

‘ : New Mexico, and hereby makes application for the approval of said Unit Agreement
3 , : as provided by law, and in support thereof, states:

. Hew México 0il Conservation Commission
Santa Fe, New Mexico 87501

Fﬁ SR § 1. That the proposed Unit Area covered by said Agreement embraces 11,225.11
3 f acres of land, more or less, more particularly described as follows:
. i A Y
S T-23_N, R-12-W, NMPM T-23-N, R-13-W, NMPM
' | Section 13: S¥: Section 13: Ste
Section 19, 20: All Section 14:- Ste
Sections 28, 29, 30: All Sections 23, 2h: A1l
Sections 31,..32, 33:. A11-Sections 25, 25, 27: -All T e T e T

Sections 34, 35, %6: All
San Juan County, New Mexico

é. That of the lands embraced wifhln the proposed Unit, 9,945.11 acres are
lands of the United States, being 88.60% of the Area and 1, 280 00 acres are State,
of New Mexico lands being 11.4 . of the Area.

3. That ‘Applicant is 1nformed and believes, ‘and upon such information and
. belief states, that the proposed unit area covers all or substantially all of the
geological features involved, and that in the event of a discovery of oil or gas
thereon, that said Unit Agreement will permit the producing area to be developed
and operated in the interest of conservation and the prevention of waste of the
unitized substances.

k., That Tesoro Petrcieum Corporation is designated as the Unit Operator in
said Unit Agreement, and, as such, is given authority under the terms thereof to
carry on all operations necessary for the development and operation of the Unit
Area for o0il and gas subject to all applicable laws and regulations. That said
Unit Agreement provides for the drilling of an Initial Test Well to a depth
sufficient to test the Dakota Formation, but applicant is not obligated to drill
said well in any event to a depth in excess of 4,700 feet.

5. That applicant believes that in the event oil or gas is discovered in
paying quantities on lands within the Unit Area, that the field or area can be ;
developed more economically and efficiently under the terms of said Unit Agreement, :
to the end that maximum recovery will be obtained of unitized substances and that
said Unit Agreement is in the interest of conservaticn of prevention of waste as
contemplated by the New Mexico 0il Conscrvation rules and regulations.

6. That Application for Approval of said Unit Agreement is being filed with
the Commissioner of Public Lands.

-~ .

7. That upon an order being entered by the New Mexico 0il Conservation
Commission apprcving said Unit Agreement, and after approval by the United' States
Department of Interior, an approved copy will be filed with the New Mexico 0il
Conservation Commission.

Lo ? ’ WHEREFORE, the undersigned applicant respectfully requests that a hearing be

held before an examiner of the matter of said Unit Agreement, and that upon said

hearing, said Unit Agreement be approved by the New Mexico 0il Conservation

I Commission as being in the interest of conservation ana the prevention of waste.
Applicant respectfully requests that this matter be heard at the first available
hearing following this date.

DATED this 23rd day of January, 1975. TESORO PETROLEUM CORPORATION

Randolph MY Richardson
Attorney at Law

P, 0. Box 81¢

Roswell, New Mexico 88201



BEFOKE THE OIL CONSERVATION COMNISSION - “.I
. . . STATE QF NEW MEXICO S . e e e e

APPLICATION FOR APPROVAL OF
COAL CREEK UNIT AGREEMENT
SAK JUAN COUNTY, NEW MEXICO

New Mexico Oil Conservation Commission
Santa Fe, New Mexico 87501

Comes the under81gned Tesoro Petroleum Corporation with the offisces at
Denver,,Colorado, and files herewith one (1) copy. of the praposed Unit Agreement
for the development and operation of the Coal Creek Unit Area, San Juan County,
New Mexico, and hereby makes application for the approval of said Unit Agreement
as provided by law, and in support thereof, states:

l. That the proposed Unlt Area covered by sald Agreement embraces 11,225.11
acres of land, more or less, more particularly described as follows:

T-23.N, R-12-W, NMPM T-23-N, R-13-W, NMPM ,
Section 18: S¥%> Section 13: Sk ‘ : S N
Section 19, 20: All Section 1k4: Sk :
Sections 28, 29, 20: All Sections 23, 24: All

Sections 31, 32, 33%: All Sections 25, 26, 27: - All
Sections 34, 35, 36: All

“San Juan County, New Mexico

2. That of the lands embraced w1th1n the proposed Unit, 9,945. 11 acres are
lands of the United States, being 88.60% of the Area and 1,280.00 acres are State
of New Mexico lands being 11.40% of the Area.

3. That Appllcant is 1nformed and believes, and upon such 1nformatlon and,
belief states, that the proposed unit area covers all or substantially all of the
geological features involved, ard that in the event of a discovery of oil or gas
thereon, that said Unit Agreement will permit the producing area to be developed
and operated in the interest of conservation and the prevention of waste of the
unitized substances.

L, That Tesoro Petroleum Corporation is designated as the Unit Operator in
said Unit Agreement and, as such, is given authority under the terms thereof to
carry on all operations necessary for the development and operation of the Unit
Area for o0il and gas subject to all applicable laws and regulatizns. That said
Unit Agreement provides for the driliing of an Initial Test Well to a depth
sufficient to test the Dakota Formation, but applicant is not obligated to drill
said well in any event {0 a depth in excess of 4,700 feet.

5. That epplicant believes that in the event 0il or gas is discovered in
paying quantities on lands within the Unit Area, that the field or area can be
developed more economically and efficiently under the terms of said Unit Agreement,
to the end that maximum recovery will be obtained of unitized substances and that
said Unit Agreément is in the interest of conservation of prevention of waste as
contemplated by the New Mexico 0il Conservation rules and regulations.

6. That Application for Approval of said Unit Agreement is belng filed wi
the Commissioner of Public L.ands.

7. That upon an order being entered by the New Mexico 0il Conservation
Commission approving said Unit Agreement, and after approval by the United States
Department of Interior, an approved copy will be filed with the New Mexico 0il
Conservation Commission.

WHEREFORE, the undersigned applicant respectfully requests that a hearing be
held before an examiner of the matter of said Unit Agreement, and that upon said
hearing, said Unit Agreement be approved by the New Mexico Oil Conservation
Commission as being in the interest of conservation and the prevention of waste.
Applicant respectfully requests that this matter be heard at the first ¢« 2liuble
hearing following this date.

DATED this 23rd day of January, 1975. TESORO PETROLEUM CORPORATION

7

“ Handolpni- i./ richardsoi
Attorney at Law
P. O. Box 819
Roswell, New Mexico 88201

____ e S
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BEFORE THI OIL CONSERVATION COMMISSION REEE,VED

STATE OF NEW MEXICO Jay 4 - "
APPLICATION FOR APPROVAL OF Sy v Al 75
COAL CREEK UNIT AGREEMENT SANTIS i e

SAN JUAN COUNTY, NEW MEXICO ‘!z.hnﬁﬂl'

New Mexico 0il Conservation Commission
Santa Fe, New Mexico 87501

Comes the undersigned Tesoro Petroleum Corporation with the offices at
Denver, Colorado, and files herewith one (1) copy of the proposed Unit Agreement
for ‘the development and operation of the Coal Creek Unit Area, San Juan County,

-New Mexico, and hereby makes application for the approval of said Unit Agreement

as provided by law, and ia support thereof, states:

1. That the proposed Unit Area covered by said Agreement embraces 11,225.11

acres of land, more or less, more particularly described as_fqllows: \
T=2%2-N, R~-12-W, NMP“ T-2%=N, R-13-W, NMPM
Section 18: S¥: Section 13.° S
Section 19, 20: All Section 1k: Yz
Seciions 28, 25, 30: 41l Sections 23, 2%: - Al

Sections 31, 32, 33: All Sections 25, 26, 27: All
' Sections 34, 35, 36: All

San Juan County, New Mexico

2. That of the lands embrhced,within the proposed Unit, 9,945.11 acres are
lands of the Urited States, being 88.60% of the Area and 1,280.00 acres are Stdte
of New Mexico lands being 11.40% of the Area. :

3. That Applicant is informed and believes, and upon such information and
belief states, that the proposed unit area covers all or substantially all of the
geological features involved, and that in the event of a discovery of oil or gas
thereon, that said Unit Agreement will permit the producing area to be developed
and operated in the interest of conservation and the prevention of waste of the
unitized substances.

L, That Tesoro Petroleum Corporation is designated as the Unit Operator in
said Unit Agreement, and, as such, is given authority under the terms thereof to
carry on all operations necessary for tne development and operation of the Unit
Area for o0il and gas subject to all applicable laws and regulations. That said
Unit Agreement provides for the drilling of an Initial Test Well to a depth
sufficient to test the Dakota Formaticn, but applicant is not obligated to drill
said well in any event to a depth in excess of 4,700 feet.

5. That applicant believes that in the event o0il or gas is discovered in
paying quantities on lands within the Unit Area, that the field or area can be
developed more economically and efficiently under the terms of said Unit Agreement,
to the end that maximum recovery will be obtained of unitized substances and that
said Unit Agreement is in the intercst of conservation of preventiion of waste as
contemplated by the New Mexico 0il Conservation rules and regulations.

6. That Application for Approval of said Unit Agreement is being Tiled with
the Commissioner of Public Lands. .

7. That upon an order being entered by the New Mexico 0il Conservation
Commission approving said Unit Agreement, and after approval by the United States
Department of Interior, an approved copy will be filed with the New Mexico 0il
Conservation Commission.

WHLEREFORE, the undersigned applicant respectfully requests that a hearing be
held before an examiner of the matter of said Unit Agreement, and that upon said:
hearing, said Unit Agrecment be approved by the New Mexico 0il Conservation
Commission as being in the interest of conservation and the prevention of waste.
Applicant respectfully requests that this matter be heard at the first available
hearing following this date.

DATED this 23rd day of January, 1975.  TESORO PETROLEUM CORPORATION

_4f;7 - 2 7

4 _
Randolph M¢ Richardson
Attorney at Law

P. O, Box 819
Roswell, New Mexico 88201
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION

OF THE
COAL CREEK UNIT AREA

COUNTY OF SAN JUAN

STATE OF NEW MEXICO

NO.
R N 'THIS AGREEMENT, entered ifito as of the _22agd day of __Jamuary :
PR, f 1975 _, by and between the'parties subscribing, ravifying, or consenting hereto,( "

and herein referred to as the "parties hereto,"

WITNESSETE:

‘ HHEﬁEAé; the parties héfeto are the ownerS‘of'working, royi&ty, or §ther
oil and gas interests in the unit area subject to this agreement; and
WHEREAS, the Mineral Leésing Act of February 25, 1920, #1 Stat. 437, as
amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal lessees and their re-
presentatives to unite with each other, or jointly or separately with others, in

,collectively_adopting and operating a cooperative or unit plan of development or

operation of any oil or gas pooi,_fiéld, or ' like area, or any part thereof for the

purpose of more properly conserving the natural resources thereof whenever determined

and certified by the Secretary of the Interior to be necessary or advisable in the
b public_intérest; ah§ 7 3

WHEREAS, the Commiésioner qfrPubli; iéna; ofAt$e”éfafe76f New Mexico is
authorized by an Act of the Legislature (Sec. 7-11-29 N.M. Statutes 1953 Annotated)

to consent to or approve this agreement on behalf of the State of New Mexico, insofar

as it covers and includes lands and mineral interest of the State of New Mexico; and,

WHEREAS, the 0il Conservation Commission of the State of New Mexico is avthor-

ized by an Act of the Legislature (Chapter 72, Laws of 1935, as amended by Chapter

i
!
|

193, laws of 1937; Chapter 166,Laws of 1941; and Chapter 168, Laws of 1949) to ap-
prove this agreemcnt and the conservation provisions hercof; and,

WHEREAS, the parties hereto hold sufficient interests in the

Coal Creek . Unit Area covering the land hereinafter des-

cribed to give Féusonably effective control of operations therein; and

Py —— ey batadodad

?;TWHéREAS, it»iéithe purpose of the parties hereto to corserve naluial rsssursos,

preveni waste, and:éecure other benefits obtainable through development and operation =

of the area subject to this agreement under the terms, conditions, and limitations
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NOW, 'I'HEREF(}RE. ir consideration of the premises and the promises herein
c,éntained. the parf:ies hereto commit to this agreement their respective iﬁterests
in the below-definézd unit area, and agree severally among themselves as follows:

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

H
»

1920, as amended, supra, and ali valid pertinent regulations, ihclﬁdzagoia_erating
and unit plan reguiations, heretofare i-ss{ied thereunder or valid, pertinent, and
reasonable“regulatfions hereafter issued’ thereunder are accepted and made a part of
this agréement ‘us j?;to Federal lands, provided such regulations are not incbnsistent ’
with’t;he terms of thls agreement; and as to non-Federal lanas, the 0il aad g3
operatihg »regulatiﬁons in e)ffect as of the effective date hereof goveminé drilling
and producing opef‘ations, not incdnéistent with the terms hei‘eof c;r the iaws of the
Steate in which thef non-Federal land is located, are hereby accepted and ljade a part
of this etgreement:;§ ) »

2. UNIT ARFA. The following described land is hereby designated and recog-
— e N _

nized as constitui:ing the unit area:

: T-23-N, R-12-W, NMPM

-Section 18: ’ S¥.

‘ Section 19, 20: Al
Sections 28, 29, 30: All
Sections 31, 32, 33: All

T-23-N, R-13-W, NMPM

Section 13: St
Section 14: s
Sections 23, 24: A1l

Sections 25, 26, 27: All
Sections 34, 35, 36: All

Containing 11,225.11 acres MOL

Exhibit "A" attached hereto is a map showing the unit area and the boundaries and

indentity of tracts and leases in said area to the extent known to the Unit Operator.

Exhibit "B" attached hereto is a schedule showing to the extent known to the Unit
Operator the acréage, percentage, and kind of own_eréhip of oil and gas interests
in all land in the unit area. However, no‘éhing herein or in said schedule or map
shall be construjéd as . 1cpresentatio by any party hereto as to the ownership of
any inter.st oth;er than such interest or interssis as are shown in said map or
schedule as owneﬁ by such party. Exhibits "A"™ and "B shall be revised by the Unit
Operator wheneve;‘b changes in the unit area render such revision necessary when re-
quested by the 611 and Gas Supervisor, hercinafter referred to as “Supviviscr," or

when requested by the Commissioner of Public Lands of the State of New Mexico,



~ Geological Survey, hereinafter referred to as "Director," or on demand of the Land
_Commissioner, after preliminars concurrence Ly Liie DiFecior, shall prepare a notice

- of proposed ekﬁansion or:cbntraction'describing the contemﬁiated changes in the ;

hereinafter referred to as "Land Commissioneér," and not less than five (S) copies
of the revised Exhibits shall be filed with the Supervisor and one (1) copy there-
of shall be filed with the Land Commissioner, and one (1) copy with the New Mexico
0il Conservation Commission, hereinafter referred to as '""State Commission."

The above-describéd unit area shall, when practicable, be expanded to include
therein any additional lands or’shall be contracted to exclude lénds whenever such
expansion or contraction is deemed to be necessary or advisable to conform with the
purposes of thisvagreement. Such expansion or contraction éﬁall be effected in the
following manner:

(a) Unit Operator, on its own motion or on demand of the Director of the

boundaries of the unit area, the reasons therefor, and the propossd sffective date
thereof, preferably, the.first day of a month subsequent to the date of notice.

(b) -Said r.;tice éhan be delivered to the Su'pervis'or, the Land Commissioner
and the State Commission;: and copies thereof mailed to the last known address of

each working-interest owner, lessee, and lessor whose interests are affected, ad-

~ vising that thirty (30) days will be allowed for submission to the Unit Operator of

any objections.
| (¢) Upon expiration of the BO—day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor, the Land Commissioner,
and the State Commission;:evidence of mailing of the notice cf expansion or con-
traction and a copy of any objections thereto which have been filed with the Unit
Operator, together with an applicztion in sufficient number, for approval of ;
such expéﬁsion or contrac#ion and,wifh approppigte‘joinders.
"' "“’(é) VA;térrdue consideration of all pertinent information, the expansion or
contraction shall, upon approval by the Supervisor, the Land Commissioner, become
effective as of the date prescribed 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 surveys unusually
large lots or tracts shall be considered in multiples of 40 acres or the nearest
aliquot equivalent thereof), no parts of which are entitled to be in a participating
area on or before the fifth anniversary of .he effective date of the first initial
participating area established under this unit agreement, shall be eliminéted auto-

matically from this agreement, effective as of said fifth anniversary, and such lands




N A . . o

LA RUET VLY S

e

Shrwasg

e e
'

LN S

jmem,
P

I

shall no longer be a part of the unit area and shall no longer be subject to
this agreement, unless diligent drilling operations are in progress on unitized
lands not entitled to participation on said fifth anniversary, in which event all

such lands shall remain subject hereto for so long as such drilling operations

_are continued diligently, with not more than 90 days' time elapsing between the

comple.zbn of ore such well and the commencement of the next such well. All legal

sudbdivisions of lands not entitled to be in a participating area within 10 years

after the effective date of the first initial partlclpatlng area app"oved under

this agreement shall be automatically eliminated from this agreement as of said
tenth anniversary. All lands pProved productive by diligent drilling operationa.

after the aforesaid five-year period shall become partxcipatlng in the same

T I W

manner as dur1ng said f1ve-year pprlod._ However, when such diligent d=illi;g

operations cease. all non-participating lznds shall e automatically eliminated

effective as of ‘the 91st day thereafter. The unit operator shall within 90 days
after the effective date of any elimination hereunder, describe the area so e11-

minated to the satisfaction of the Supervisor and the Land Comm1351oner and

-promptly notify all partles in interest.

cipating unitized lands and the owners of 60% of the basic royalty 1nterests
(exclusive of the basic royalty 1nferests of the Uniteqd States) in non-participating
unitized lands with approval of the Director and Land Commissioner, Provided such
extension application ;s submitted to the Director and the Land CombissionérAnot
later then 60 days prior to the expiration of said ten-year periogd.

Any expansion of the unit area pursuant to this section which embraces
lands theretcfore eliminated pursuant to this subsection 2 (g) shall not be con-
sidered automatic commitment or recommitment of such lands,

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this

agreement shall céistitute land referred teo herein as "unitized land% or "land
subject to this agreement." All o0il ang gas in any and all formations of the
unitized land are unitized under the terms of this agreement and herein are called
"unitized substances."

4. UNIT OPERATOR. Tesoro Petroleum Corporation

is hereby designated as Unit Operator and by signature hereto»gs Unit Operator

.




agrees and consents to accept the duties and obligations of Unit Operator for the
discovery, development, and production of unitized substances as herein provided.
Whenever reference is made herein to the lnit Operator, such reference means the

Unit Operétor acting in the capacity and not as an owner of interest in unitized

substances, and the term 'working-interest owner' when used shall include or

refer to Unit Operator as the owner of a working interest when such an interest
is owned by it.

" 5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have the

right to resign at any time prior to the establishment of a participating zrea or

areas hereunder, but such resignation sh&ll not become effective so as to release

Tait Cperator from the dities and obligations of Unit Operator and terminate Unit

Operator's righis as cuch for a period of six (6) monthé after notice of intention
to resign has been served by Unit Operator on all working—intéfest owners and the
Sypervisor and the Land?Gommissioner?iand Unf;i all wells then drilled hereunder
are-ilaéed in a-satisfactory condition for suspension or abandonment whichever is
required by'the Supervisor as to Federal lands and tﬁe State Commission as to’State
lands, unless a new Unit Operator shall have been selected and approﬁedyand shall'ﬁ

have taken over and assumed the duties and obligations of Unit Operator prior to

:the expiration of said period.

Unit Operator shall have the:fight %0 resign in like manner and subjectrto
like limitations as above provided at any time a parficipating area established
hereunder is in existence, but, in all instances of resignation or removal, until
a successor unit operator is selecieé and approved as hereinafter provided, the
working-interest owners shall be jointly responsible for perfofmance of tke duties
of unit operator, and shall not later than 30 days before such resignation or re-
moval becomes effective appoint a common agent to represent them in any action to
e taken hereunder.

The resignation of Unit Operator shall not release Unit Operator from any
1iability for ény default by it hereunder occurring prior to the effective date
of its resignation.

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

and the Land Conmissioner.



The resignation or ;emoval of Unit Operator under this agreement shall
not terminate its right, title, or interest as the owner of a working interest or
other interest in unitized substances, but<upon the resignatii sor removal of Unit
Operator becoming effective, such Unit Operator shall deliver pésééssion of all
wells, equipment, materials, and appurtenances used in conducting the unit opera-
tions to the new duly qﬁﬁlified successor Unit Operator or to the common agent,m"

if no such new Unit Operator is elected, to be used for the purpose of conducting
unit operations hereunder. -Nothing herein shall he construsd as authorizing re-

moval of any material, equipment, and appurtenances needed for the preservation of

-any wells.

6. SDCCESSOR GNIT OPERATOR. Whenever the Unit Operator shall tender his
or its résigﬁation as Unit Operator or shall 5e removed as hereiﬂébove provided,
or a change of Uﬁit Operator is negotiated by ->rking-interest owners, the owners
of the working interests in the participating area or areas according to their re-
specti%e acreage interests in such participaéing aréea or areas, or until a parti-
cipating area shall have been established, the owners of the working interests
according to their respective acreage interests in all 'wmitized land, shall by
majority vote select a successor Unit Operator: Provided, That, if a majority
but less thah 75 per cent of the working interests qualified to vote are owned by
one party to this égreement, a concurring vote of one or more additional working
interest owners shall bé vequired to select a new operator. Such selection shall
not ‘become effective until

(a) a Unit Operator soféelécted shall accept in writing the duties and
responsibilities of Unit Operator, and |

{p) the selection shall have been approved by the Supervisor and approved
by the Land Commissioner.

If no successor Unit Operator is selected and qualified as herein provided,
the Director and the Land Commissioner, at their election, may declare this unit

agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Operator

is not the sole owner of working interests, costs, and exvenses incurred by Unit
Gperator in conducting unit operations hereunder shall be paid and apportioned
among and borne by the owners of working interests, all in accordance with the
agreement or agreements entered into by and between the Unit Operator and the
ouners of Wolhiug inilerescts, wnether one or more, separately or collectively. Any

agreement or agreements entered into between the working~interest owners and the

—6-
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Unit Operator as provided in this section, whether one or more, -arc herein referred
to as the "unit operating agreement.'" Such unit operating agreement shall also
provide the manner in which the working-interest owners shall be entitled to re-

ceive their respective proportionate and allocated share of the\ﬁenefits acecruing

. o

hereto in conformity with their underiying operating agreements, leases, or other

independent contracts, and such other rights and obligations as bgtweeh Unit Operator

and the working-interest ownérs as may be agreed upon by Unit;Operator and the

working-interest owners; however, no such unit operating agreement shall be,deemed.ﬂw, u, non N
either to modify any of the terms and conditions of this unit agreement or to re-

lieve the UniE’Operator of any right or obligation established under this unit

_mgreement . _and-in- case-of any inconsistency SF COnflict Botuien ihis unit agrecueni
and the unit operating agreement, this unit agreement shall govern. Three true
‘copies of any unit operating agreemént executed pursuant to this section should

be filed with the Supervisor and one true copy'withTthe Land Commissionéf, prior to

approval of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise-specifically
provided herein, the exclusive right, privilege and duty of exercising any and all
rights of the parties hereto which are necessary or convenient for prospecting for,
producing, storing, allocating, and distributing the unitized substances are here-
by delegated to and shall be exercised by the Unit Operator as herein provided.
Acceptable evidence of title fo said rights shall be deposited with said Urit Opera-
tor and, together with this agreement, shall constitute and define the rights,
privileges, and obligations of Unit Operator. Nothing herein, however,‘shall-be
construed to transfer title .to any land or to any lease or operating agreement,

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

9, DRILLING TO DISCOVERY. Within six (6) months after the effective date

hereof, the Unit Operator shall begin to drill an adequate test well at a location
approved by the Supervisor, if on Federal land, or by the Land Commissioner, if on
State land, unless on such effective date a well is being drilled conformably with
the terms hereof, and thereafter continue such drilling diligently until the

Dakota Formation has been tested

", or until at a lesser

v

depth unitizad zubsiauces shall be discovered .hich can be produced in paying



.

quantitics (to-wit: quantities sufficient to repay the costs of drilling, complect-

ing and producing opérations. with a reasonable profit) or the Unit Operator shall,

‘at any time, establish to the satisfaction of the Superirisor if on Federal land, or

the Land Commissioner if on State land, that further drilling of said well would
be unwarranted or impracticable; provided, however, that Unit Operator shall not,

in any event, be required to drill said well to a depth in excess of 4,700

feet. Until the discovery of a deposit of unitized substances capable of being

' prodm.ed in ﬁéﬁﬁﬂgwéﬁantities, the Unit Opérator shall continue drilling diligently

one weil at a time, allowing not more than six (6) months betwr .n the completion

~ of one well and the beg:.nning of the next well, unt:l.l a well capable of producing

‘uxut:zed substances in paylng quant:.tles is completed to the satisfaction of sa1d

Supervisor if it be on Federal land or of the Land Commissioner if on State land,
or until it is reasonably proved that the unitized land is 1ncapab1e of producing
unitized substances in paying quant1t1es in the formations dr111ed hereunder.
Nothing in this section shall be deemed to limit the right of the Unit Operatnrtto
resign as provided in Section 5 hereof, or as requiring Unit Operator to commence
or continue any drilling during the period pending such resignation becoming ef-
fective in order to comply wiéh the requirements of this section. The Director.

and Land Commissioner may modify the drilling requirements of this section by

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

warranted.

Upon failure to commence any well provided for in this section within the
time allowed, including any extension of time granted by the SuperJ{SOr and the
Land1Commissioner, this agréement will automatically terminate; upon failure to
continue drilling diligently any well commenced hereunder, the Supervisor and the
Land Commissioner may, after 15-days notice to the Unit Operator, declare this
unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six {6) months

after completion of a well capable of producing unitized substances in paying
quantities, the Unit Cperator shall submit for the approval of the Supervisor and
the Land Commicsioner an acceptable plan of development and operation for the uni-
tized land which, when approved by the Supervisor and the Land Commissioner, shall
constitute the further drilling and operating obligations of the Unit Overator
under this agreement for the period specified therein. Thereafter, from time to

time before the expiration of any existing plan, the Unit Operator shall submit

-8~
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for the approval of the Supervisor and the Land Commissioner a ‘plan:for an addi-...

tional specified period for the developméﬁt’andrééééééioﬁ of the unitized land.

. Any plan submitted pursuant to this seétion shallnprovide for the explora;
tion of the unitized area and for the diligent drilling necessary for determina~
tioh of the area or areas thereof capable of producing unitized substances in -
paying quantities in each and every productive formation and shall be as complete
and adequate as the Supervisor and the Land Commissioner may determine to be neces-

sary for timely development and proper conservation of the oil and gas resources

of the unitized aresz-znd shall:

. {a) Specify the npmberyandjlocaticn”of‘éﬁy'Wéiié to be drilled and the

”'proposea order and time for such drilling; and

(b) to the extgnt practicable specify the operating practices regarded as

necessary and advisable for proper conservation of natural resources.

Separate plans may be submitted for separate ?roductive zones, subjéctiﬁo the “ap-
provai‘éf the Superviéor and ﬁhe Land Commissioner.

Pléns»shall be modified or supplemented when necessary to meet changed con-~
ditions or to protect the interests of all parties to this agreement. Reasonzble
»diligence shall be exercised in complying wi?h the obligations ofxthe approvedﬁ
plan of development. The Supervisor and theﬁbaﬁd Commissioner are authorized to
gran% a reasonable extension of the six-month period herein prescribéd for sub-
mission of an initial plan of development where such action is justified because
of unusual conditions or circumstances. After completion hereunder of a well
capable of producing any unitized Substance in paying quantities, no further wells,
except such as may be .necessary to afford protection against operations.not under
this agreement and such as may be'speéifically approved by the Supérvisor and
the Lanéd Commissioﬁer, shall be drilied except in accordance with a plan of devel-
opment approved as herein provided.

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

producing unitized substances in paying quantities or as soon thereafter as re-
quired by the Supervisor or the Land Commissioner, the Unit Operator shall submit
for approval by the Supervisor and the Land Commissioner a schedule, based on sub-
divisions of the public-land survey or aliquot parts thereof, of all land then re-
garded as reasonably proved to be productive in paying quantities;rall lands in

said schedule on approval of the Supervisor and the Land Commissiocner to constitute




effective date of this unit agreeéent. whichever is‘later. The acreages of both
Federal and non-Federal lands shall be based upon apﬁ?opriete cemputaﬁgons from
the courses and disiances shown on the iast approvedi@ublic-laﬁd survey as of the
eifective date of each initial participating area. seid scﬁ°du1e shall also set

forth the percentage of unltlzed substances to be allocateu as herein provided to
,,,,, N

each tract in the part1c1pat1ng area so established, and shall govern the alloca-
tion of production‘commencing with -the effective date of the participating area.

A separate participatiﬁg_area shall bec-established for each separate pool or de-~

posit of unitized substances or for any group thereof which is produced as a t; i

- RS

single pool or zone, and any two or more part1c1pat1ng areas so0 establlehed may:. ...

be combined into one, on approval of the Superv1sor and the‘dand;Comm1351oner.
When production from two or more partiéipating‘afeas, so established, is subse-
quently found to be from a common pool or deposit said’gerticipating areas chall
be combined into one effective as of such appropriate date aé‘mey be epéroved or
prescribed by the Supervisor and the Land Commissionef. The participating area

or areas 30 established shall be revised from time to time, subject to like ap-

4

proval, to include additional land then regarded as reasonably proved to be pro-
ductive in paying quantities or necessary for unit operations, or to exclude land
then regarded as reasonably‘éroved not to be productive in paying quantities and
the schedﬁle of allocation vercentages shall be revised accordingly. The effective
date of any revision shall be the first of the month in which is obtained the
knowledge or information on which such revision is predicated, provided, howeﬁer,
that a more appropriate effective dete ﬁay be used if justified by’the'Unit
Operator and appreved by the Supervisor and the Land Commissioner. No land shall
be excluded from a participating area on account of depletion of the unitized 5
substances, except tﬁat any participating area established under the provisions of
this unit agreement shall terminate automatically whenever all completiens in the
formation on which the participating area is based are abandoned.

It is the intent of this section that a participating area shall represent
the area known or reasonably estimated to be productive in paying quantities; but

regurdless of any revision of the participating area, nothing herein contained

(0]
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shall be construed as requiring any retroactive ustment for production obtainec

prior to the effective date of the revision of the participating area.
 In the absence of agreement at any time between the Unit Operator and the

Supervisor and the Land Commissioner as to the proper definition or redefinition
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of a participating area, or until a participating arca has,

‘or areas have, been
established as provided herein, the portion of all payments affected thereby shall
be impounded in a manner mutually acceptable to the owners of working interests
and the Supervisor and the Land Commissicner. Royalties due the United States
shall be determined by the Supervis§r for Federal iands and the Land Commissioner

for the State lands and the amount thereof shall be deposited, as directed by the

Supervisor and the Land Commissioner, to be held as unearned money until a parti-

cipating area is finally approved and then applied as earned or returned in ac~

cordance with a determination of the sum due as Federal and State royalty on the
basis of such approved participating area.
Whenever it is determined, subject to the approval of the Supervisor and

the Land Commissicner, that a well drilled under this agreement is not capable of

- production in paying quantities and inclusion of the land on which it is situated

in a participating area is unwarranted, production from such well sha}l, for tye
purposes of settlement among allwbartiés other thén working-inferest éwners, be
allocated tp the land on which the wgll is located unless such land is already
within the participating area established for the “pool. or deyosit from which such
production is obtained. Settlement for working interest bene%its from such a
well shall be made as provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. A1l unitized substances produced from each

participating area estéﬁiished under tﬁis agreement, except any part thereof used
in conformity with good operating practices witﬁin the unitized area for dril}ing,
operating, camp, and other producéibn or @gvelopment purposes, for repressuring
or recycling in accordance with a pian of development approved by the Sﬁpérvisor
and Land CémmiSSidner, or unavoidably lost, shall be deemed to be produced equally
on an acreage basié from the sevé}al tracts of unitized land of the participating
area established for such production énd, for the purpose of determining any_bene—
fits accruing under this agreemedt, each such tract of unitized lénd shall have
allocated to it such percentage of szid production as the number of acres of such
tract included in said participating area bears to the total acres of unitized
lznd in seid participating area, except that allocation of production hereunder
for purposes other thw: for settlement{of the royalty, overri&ing royalty, or
payment out of production obligations of the respective working-interest owners,

shall be on the basis prescribed in the unit operating agreement whether in con-

Ta s
It is herehy

formity with the basis of allocation herein set forth or otherwise.
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agrced that production of unitized substances from a participating area shall be
allocated as provided herein rega;dless of whether any wells are drilled on any
particular part or tract of said participatiﬁg area. If any gas produced from

6ne participating area is used for repressuring‘or recycling purposes in another
participating area, the first gas withdrawn from such last-mentioned parfiéipaiing
area for sale during the life of this agreement shall be COpsidered to be the gas
sortrénsferred‘ﬁntii an amount equal to that transferred shall be so produced for
sale and such gas shall be allocated to the participating area from which initially

ﬁ}oduced as sﬁch area was last defined at the time of such final production.

" 13. DEVELOPMENT OR OPERATION. OF NON=PARTICIPATING LAND OR FORMATIONS. Any

party heféfo‘6wﬁi@g“or':5ntro1ling the working interest in any unitized land having
thereon a regular well location may with thepapproval of the Sﬁpervisor'and>ihe:
Land Commissioner, at such party's sole risk, costs, and expense, drill a well to
test any formation'for which a participating area has not been established or to
test any formation for which a partiéipating areavhas been established if such
location is not within said participating area, unless within’90 days of receipt

of notice from said party of his intention to drill the well the Unit Operator

felects and commences to drill such a well in like manner as other wells are drilled

]

by the Unit Operator under this agreement. -

If any well drilled as aforesaid by a working-interest owner results in
productionvsuéh tﬁat the land upon:which it is situated may prcnerly be included
in a participating area, such participating area shall be established or eniérgédrf
as provided in this agreement and the well ‘shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit operating
agreement.

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

shall be paid as specified in the underlying lease and agreements affected.

1L,  ROYALTY SETTLEMENT, ?he United States and any State and any royalty
owner who is entitled to take in kind a share of the snbstances now unitized here~
under shall hereafter bte entitlea to the right to take in kind its share of>§he

unitized substances, aud thc M™it Onevator, or the working-interest owner in case

-12-
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special cases, shall make deliveries of such royalty share taken in kind in con-
} formity with the applicable contracts, léws, and regulations. Settlement for roy-
% % ’ alty interest nbt.taken in kind shall be made by workgng-interest owncers responsivlie
o therefor under’existing’contrécts, laws, and reguiations, or by the Unit Operator,
on or before the last day of each month for unitized substances produced during
the preceding calendar,mohth; provided, however, that nothing herein contained
shall operate to relieve the lessees of ény land from their respective lease obli-

gations for the payment of any royalties due under their leases. ' . .

If gas obtained from lands not subject to this agreement is introduced

into ahy participating area hereunder. for use in repressnring. stimnlation of

; 57 . production, or increasing ult;mate recovery, in conformitj'with a plan of opera-
tions approved by the Supervisor and the Land Commissioner, a like amount of gas,
after sett%ement as herein providéd'for any gas transferred from any other parti-
cipating area and wifh appriopriate deductioﬁ for ioss{from any cause, may be with-

" drawn from the formation'intg which the gas is intrédﬁced, royalty free as to dry
gas, but nof as to any products which may be extracted thérefrom}lfrovided that
such witpdrawal shall be at such time as may be provided in the approved plan of
operations or as may otherwise‘be consented to by the‘Supervisor‘and:ihe Land
Commissioner as confo: .ing to good petroleum engineering practice; and prcvided
further, that such right of withdrawal shall terminate on the termination of this

unit agreement.

Royalty due the United States shall be computed as provided in the operating

regulations and paid in value or delivered in kind as to all unitized substances
on the basis of the amounts thereof allocated to unitized Federal land as provided
herein at the rates specified in the respective Fedefal leases, or at such lower |
‘rate or rates as may be authgrized by law or regulation; provided, that for leases
on which the royalty rate depends on the daily average production per well, said
average producticn shall be determined in accordance with Lhe operating regulations
as though each participating area were a single consolidated lease.

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

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases committed

hereto shall be paid by working-interest owners responsible therefor under existing

contracts, laws, and regulations, provided that nothing herein contained shall

-13-




of the operation of a well by a working-interest owner as herein provided for in
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special cases, shall make deliveries of such royalty share taken in kind in con-
formity with the applicable contra~ts, laws, and regulations. Settlement for roy-

alty interest not taken in kind shali be mis by working-interest owners responsible

W e e

therefor under existing contracts, laws, md regulations, or by the Unii Operator,
on or befare the last day of each month for unitized substances produced- during
7. twi preceding calendar month; provided, however, that nothing herein contained

chall operate to relieve the lessees of any land from their respective lease obli-

gations for the payment of any royalties due under their leases.

> ‘ ! L If gas obtained from lands not subject to this agreement is introduced N

pee

into any participating area hereunder, for use in repressuring, stimulation of

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

‘ tions approved by the Supervisor and the Land Commissioqer,-a like‘amount of gas,
‘;#;*  ~after séft%ement as herein provided for anj gas transferred from any other parti-
;: - cipating area and with appropriate deduction for ioss from any cause, may be with—
drawn from the formation intg wﬁich the“gas is introduced, royélty>frée as to dry
gas, but not as to any produéts which méy be extracted therefrom; proVided_Ehai
such wit?drawai shall be at sush time ¥s méy be provided in the approved plan of

operations or as may otherwise be consented to by the -Supervisor and the Land

Commissioner as conformihg to good petroleum engineering practice; and provided

AN

further, that such right of withdrawal shall terminate on the termination of this

unit agreemer’

Royalty'due‘the United States shall be computed as provided in the operating

regulations and paid ia value or delivered in kind as to all unitized substances
on the basis of the amounts thereof allocated to unitized Federal land as provided

herein at the rates specified in the respective Federal leases, or at such lower

T A o3 st e s 4 e,

rate or rates as may be authorized by law or regulation; provided, that for leases
on which the royalty rate depends on the daily average production per well, éaid

éé average produétion shall be determined in accordance with the operating regulations
as though each participating area wefe a single consolidated lease. 4

! . Royalty due on account of State lands shall be computed and paid on the

basis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases committed

s hereto shall be paid by working-interest owners responsible therefor under existing

contracts, laws, and regulations, provided that nothing herein contained shall

bk Ve
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operate to relieve the 1essées of any land from their respective lease obligations
for the payment of any rental or minimum royalty due under their leases. Rentai
or minimunm }oyalty”fbf lands"oérfhe ﬁhitéd‘States sugjeét to this agreement shall
be paid at the rate specified in- the respective leases from the United States un-
less such rental or minimum royalty is waived, suspended, or reduced by law or by
gpproval of the Secretary or his duly authorized representative.

‘Rentals-on State of New Mexico lands subject to this agreement shall be

paid at the rates specified in the respective leases.

With respect to any lease on non-Federal land containing provisions which

would terminate such lease unless drilling operations are commenced upon the land

covered thereby within the tidie therein specified or rentals are paid for the pri-

vilege of deferring such drilling operations, the rentals required thereby shall,
notwithstanding any other provision of this agreement, be &eemed to‘accfue and be-.
come payable during the term thereof as extended by this agreement and untilkfhe
reduired drilling operations are COmmencéa upon the land covered theréb&nor until
some portion of such iand is inclvded within a participatipg areé.

16. CONSERVATION. Qperations hereunder and production of unitized substances
shall be conducted to provide for the most economical and efficient recovéry of
saia substances without waste, as defined by or pursuant to State or Federal law
or regulation.

17. DRAINAGE. The Unit Operator shall take such measures as the Supérvisqf.
and Land Coﬁmissioner deem- appropriate and adequate to prevent drainage of uniéiésd”zw;
substances from unitized land by wells on land nof subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions;

and provisions of ali leases, subleases, and other contracts relating to;exploration,
drilling, developmént, or operation for oil or gas on lands committed to this agree-
ment are hereby expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, buf otherwise to remain in fgll force and
effect; and the parties hereto hereby consent that the Secretary, as to Federal
leases and the Land Commissioner, as to State leases, shall and each by his ap-
proval hereof, or by the approval hereof by his duly authorized representative,

does hereby establish, alter, change, or revoke the drilling, producing, rehtal,
minimum royalty, and royalty requirements of Federal and State leases committea
nereto and the regulations in respect thereto to conform said requirements to the

provisions of this agreement. and witloal Iimiiting the generality of the foregoing,

T
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all leases, subleases, and contracts are particularly modified in accordance with

the following:

e - (a) The development and operation of lands subject to this agreerent under
the terms therof shall be deemed full performance of all obligations for develép-
nent and operation with respect to each and every separately owned tract subject
to this agreemeﬁt, regardless of whether there is any development of any particu-

¥ lar tract of the unit area.

(b) Drilling and producing operations performed hereunder upon any tract

y of unitized lands;will be accepted and deemed to be performed upon and for thé

benefit of each and every tract of unitized land, and no lease shall be deemed to

’ @1 expire by reason of failure to drill or produce wells situated on the land ‘therein
’ %,vjf% Ry embraced.
(¢) Suspension of drilling or producing operations on all unitized lands

pursudnt to direction or consent of the Secretary and the Land Commissioner, or

his dﬁly authorized representative, shall be deemed to constitute such' suspension
pursuant té such direction or consent as to each and every tract of unitized land.
A sﬁ%pension of drilling or producing opérations limited to specified lands shall
be a?plicable only to such lands.

(d) FEach lease, sublease, or contract relating to the exploratidn, drilling,

development or cperation for oil or gas of laﬁds other than those of the United

States and State of New Mexico committed to this agreement, which, by its terms
might expire prior to the termination of this agreement, is héreby extended beyond

any such terms so provided therein so that it shall be continued in full force and

effect for and-during the term of this agreement.
(e) Any Federal lease for a fixed term of twenty (20) years or any renewal
thereof or any part of such lease which is made subject to this agreement shall con-

tinue in force beyond the term provided therein until the termination hereof. Any

other Federal lease committed hereto shall continue in force beyond the term so
prdvided therein or by law as to the land committed so long as such lease remains

subject hereto, provided that production is had in paying quantities under this unit

agreement prior to the expiratinn date of the term of such lease, or in the event
’ ) actual drilling operatidns are commenced on unitized land, in accordance with the

provisions of this agreement, prior to the ond of the primary term of such lease

and ave being diligontly prosecuted at that time, such lease shall te extended for
two years and so long thereafter as 01l or gas is produced in paying yuwixiiiizz In
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"Any (Federal) lease heretofore or hereafter committed to any such (unit) ﬁlan ex~

_j,.lu,i

accordance with the provisions of the Mineral Leasing Act Revision of 1960.

(f) Each sublease or contract relating to the operation and development of

unitized substances from lands of the United States committed to this agreement,

which by its terms would expire prior to the time at -which ﬁhe underlying lease,
as extended by the immediately preceding paragraph, will’éxpire;’iS'herebyiextended
beyond any such term so provided therein so that it shall be cantinued in iull force
and effect for and during the term of the underlying“lease as such(term is'herein
extended. z

(g) The segregation of any Federai Lease committed to this agreemeét is
geve”ned by the following provision in“the fourth paragraph of Sec. 17 (j)éof the

Mineral Leasing Act, as amended by the Act of September 2, 1960 (74 Stat. 781-7&k4):

bracing_lands that are in. part within and En part eutsithcf the area covered by
any such plan shall be segregated ineo eepbrate ieasesﬁas -to the lands comm1tted
and the lands not committed as of the effective date of wnitization:’ ~Prov1ded
however, that any such lease as to the nonuﬁitized portibn shall continue iﬁ fcrce
and effect for the term thereof but ;or ‘not less than two years from the date of
such segregatlon and so long thereafter as 011 or gas is produced in paylng quantl-,
ties."

(n) In the event the Initial Test Well is commenced prior to the explratlon
date of the shortest term State Lease wlthln the Unit Area, any 1ease embra01ng
lands of the State of New Mexico which is madc¢ subject to this agreament, shéll
continue in force beyond the term provided therein as to the lands committed%hereto
until the termination hereof.

(i) Any lease embracing lands of the State of New Mexico having only'a
portion of its lands committed hereto, shall be segregated as to the protion%com-
mitted and the portion not committed, and tﬁe terms of such lease shall apply

separately to such segregated protions commencing as of the effective date hereof;

* provided, however, notwithstanding any of the provisiens of this agreement to the

contrary any lease embracing lands of the State of New Mexico having only a portion
of its lands committed hereto shall continue in full force and effect beyond the
term provided therein as to all lands embraced in such lease, if o0il or gas is dis-
covered and is capable of being produced in paying quantities from some part of

the lands embreaced in such lease at the expiration of the secondary term of sﬁch
iease; or if, at the expiration of the secondary term, the leasee or the Unit;Opera-
tor is then engaged in bona fide drilling or reworking operations on some part of

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

.prasecuted, and if they result in the production of o0il or gas; said lease shall

continue in full force and effect as to all of the landc embraced therein, so long
thereafter as oil or gas in payirg quantities is being produced from any portion

of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to be

covenants running with tlie land with respect to the intergst of the parties hereto
and their successors in interest until this agreement termi;ates, and any grant,
transfer, or conveyance, or interest in land or léhSeS’Sﬁbject hereto shall be and
hereby is conditioned upon the assumption of all privileges and obligations hereunder

by the grantee, transferee, or other successor in interest. No assignment or trans-

fer of any working interest, royalty, or otier intereSt subjgcf hereto shall be

) binding upon Unit Operator until the first day of the>calendar month after Unit

Operator is furnined with the original, photostatic, or certified copy of the
instrument of transfer.

20, EFFECTIVE DATE AND TERM. This agreement shall become effective upon

approval by the Secretary and the Land Commissioner or his duly authorized-repre-
sentative, and shall terminate five (5) years from said effective date unless
(a) such date of expiration is extended by the Director and the Land Com~

missioner, or

(b) it is feasonably determined prior to the expiration of the fixed term

or any extension thereof that the unitizgd land is incapable of production of uni-
tized substances.? ‘paying quantities in thé formations tested hereunder and after
notice of intention to terminate the agreement on such ground is given by the Unit
Operator tc all parties in inierest at their last known addresses, the agreement
is terminated with-the approval of the Supervisor and the Land Commissioner, or

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

after as unitized substances so discovered are  produced as aforesaid, or
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(d) it is terminated as heretofore provided in this agreement. This agree-

ment may be terminated at any time by not less than 75 per centum, on an acreage
basis, of the working-interesf,owners signatory hereto, with the approval. of the
Supervisor and iie Land Commissioner; notice of any such approval to be given 6y‘tﬁé

Unit Operatrvr to all parties hereto.

21. R’TE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director is

_hereby vested with authority to alter or modify from time to time in his discretion

the quantity and rate of production under this agreement when such quantity and
rate is not fixed pursuant to Fede§él or State law or does not conform to any state-
wide voluntary conservation or allocation program, which is established, recognized,

and generally adhered to by the majorityxof operators in such State, such authority

" * being hereby limited to alteration or modification in the public intérest, the pur-

pose thereof and the pﬁblic interest to be served thereby to be stated in the order
of alteration or modification. Withdﬁt regard to the foregoing, the;ﬁirector is
also herébi vested with authority to alter or modify from time to tiqe in his dis—
éfetioﬁ the rate of prospecting and develbpment and the quahtity andérate of prd—
duction ﬁndgr this agreement when such alterétion or modification is>iq tre interest
of attaining the conservation objectives stated in this agréement and is not in
violation of any applicable Federalvor State law. ‘

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

22. APPEARANCES. Unit Operator shall, after notice to other p;rties affécted,
have the right to appear for and on behalf of any and“all interests affected heréby ,
before the Department of the‘Interior and the Commissioner of Pulbic Lands and to
appea1>from orders issued under the regulations of said:Department or Land CommiS—
sioner or to apply for relief from any of said regulations or in any proceedings
relative to operations before the Department of the Interior or the lLand Commission-
er or any other legally constituted authority; provided, however, that any other
interested party shall also have the right at his own expense to be heard in any
such proceeding.

25. NdTICES. All natices, demands, or statements required hereunder to be
given or rendered to the parties hereto shall be deemed fully given if given in
writing and personally delivered to the party or sent by postpaid registered or

certified mail, addressed to such party or parties at their respective addresses
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set forth in connection with the signatures hereto or to the ratification or con-

sent hereof cr to such other address as any such party may have furnished in writing .

“to party sending the notice, demand or statement.

24, NO WAIVER OF CERTAIN RIGHTS. Nothing in this agréement contained shall

be construed as a waiver by any party hereto of the right io assert any legal or
constitutional right or defense as‘to the validity or invalidity of any law of the
State wherein said unitized lands are located, or of the United States, or regula-
tions issued thereunder inany way affecting such party, or as a waiver by any such
party-of any’right beyond his or its authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring the

Unit Operator to commence or continue-driliing orwto”operate on or produce unitized

the Unit Operator despite the exercise of due care and diligence, is prevented from

- complying with such obligations, in whole or in part, by strikes, acts of God”

Federal, State, or municipal‘law or agencies, unavoidable accidents, uncontrollable
d:;éys in transportation, inability to obtain necessary materials in open market,
or other matters beyond the reasonable control of the Unit Operator whether similar

to matters herein enumerated or not. No unit obligafion which is’suépenaed under

_ this section shall become due less than thirty (30) days after it has been deter-

mined that the suspension is no longer applicable. Determination of'creditable
"Unavoidable Delay" time shall be made by the unit operator subject to approval of
the Supervisor and the Land Commissioner.

26. NONDISCRIMTNATION. In connection with the performance of work under

this agreement, the operator agrees to comply with all the provisions of section
202 (1) to (7) inclusive of Executive Order 11246 (20 F.R. 12319), as amended,
which are hereby incorporated by reference in this agreement.

27. LOSS OF TITLE. In the event title to any tract of unitized land

shall fail and the true owner cannot be induced to Jjoin in this unit agreement,

such tract shall be automatically regarded azs not committed hereto and there shall
be such readjustment of future costs and benefits as may be required on account of
the loss of such title. In the event of a dispute as to title as to any royalty,
working interest, or other interests subject thereto, payment or delivery on accouht
thereof may be withheld without liability for interest untii. tbe dispute is finally

settled; provided, that, as to Federal and State land or leases. nn poyﬂ“nf: zf
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funds due the United States or the State of New Mexico should be withheld, but
such funds shell be deposited as directed by the Supervisor and such funds of the‘
State of New Mexico shall be depositea as directed by the Land Commissioner, to be
held as unearned money pepding f{na} settlement of the title dispute. and then
applied as eerned or returned in accordance with such final settlement,

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

28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial

interest in a tract within‘the unit area fails or refuses to subscribe or consent

to this agreement, the owﬁer of the working interest in that/traet-may withdraw said
tract from this agreement %y written notiee delivered to the Supervisor and the

Land Comm1551oner and the Unit Operator prior to the approval of this agreement

by the Supervisor. Any oil or gas interests in lands within the unit area not com-

'tted hereté prior to subm1551on of this agreement for flnal approval may there-

~afier be commltted hereto by the owner or owners thereof subscrlblng or consentlng

to this agreemenit, and, i;'the interest is a working interest, by the owaner of such
interest also subscribing‘fo the unit operating agreement. After operations are
commenced hereunder, the right of subsequent joinder, as previded in this section,
by a wd}king-ipterest ownér is subject to such reqﬁiremenﬁs or approvals, if any,
pertaining to such joinder, as may be provided for in the unit operating agreement.

After final approval hereof, joinder by a non-working interest owner must be con-

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

for the payment of any benefits that may accrue hereunder in behalf of such non-

working interest. A non-working interest may not be committed to this unit unless
the corresponding'working interest is committed hereto. Joinder to ﬁhe unit agree-
ment by'a working;interest owner, at any time, must be accompanied by appropriate
joinder to the unit operating agreement, if more than one committed werking—interest
owner is involved, in order for the interest to be regarded as committed to fhis
unit agreement. Except as may otherwise herein be provided, subsequent joinders

to this agreement shall be effective as of the first day of the month following the
filing with the Supervisor and the Land Commissioner of duly executed counterparts
of all or any papers necessary to establish effective commitment of eny tract to
this agreement unless objection to such joinder is duly made within sixty (60) days

by the Supervisor and the Land Commissioner,
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29. COUNTERPARTS. This agreement may be executed in anyJMer la%gw;%‘«-
]

parts no one of which needs to be executed by all parties or may" gl.x"a?jﬁxed_f)zt‘s
consented to by separate instrument in writing specifically referring l"lere‘tff) t’x’nd
shall be binding upon all those parties who have execunted such a counterpart, rati-
fiéa;tion, or consent hereto with the same force and effect as if all such parties
had signed the same document and regardless of whether or not it is executed by all
other partie_s owning or clciming an intgrest in the lands within the above-described
unit area. |

30. SURRENDER. Nothing in this agi'eement shall prohibit the exercise by any
working‘-iﬁte‘rest ouner of the right to surrender vested in such party by any lease,
sublease, or operating agreement as to all or any part of the 'lgnds covered thereby,
provided that each party who will or might acquire such working interest by such
surrender or by forfeiture as hereafter set forth, is bound by the terms of this
agreegzent.

If, as & result of any such surrender, the working intérest rights as to

" such lands become vested in any party other than the fee owner of the unitized sub-

stances, said party may forfeit such rights and further behefits from operation
hereunder as to séid land to the party next in the chain of title who shall be and
become the owner of such workmg interest.

If, as the result of any such surrender or forfeiture, working interest rights
become vested in the fee owner of the unitized substances, such owner may:

(1) Accept th_ose working-interegts rights subject to this agreement and
the unit operating agreement; or .

(2) Lease the portion of such land as is included in a participating area
established hereunder subject to this agreement and the unit operating agreerr?ent.

(3) ProvideA for the independent operation of any part of such land that are
not then included within a perticipating area established hereunder.

If the fee owner of the unitized substances does not accept the working-
interest rights subject to this agreement and the unit operating agreement or lease,
such lands as above-provided within six (€) months after the surrendasred or for-
feited working-interest rights become vested in the fee owner, the benefits and
obligations of operations accruing to such lands under this agreement‘ and the unit
operating agreement shall be shared by fthe remaining -owners of unitized working
interests in accordance with their respective working interest ownerships, and

such owners or working interests shall compensate the fee owner of unitized sub-
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stances in such lands by paying sums equal to n e ientals, minimum royalties, and
royalties applicable to such lands under the lease in effect when the lands were

unitized.

An appropriate accounting and settlement shall be made, for all benefitéa

acdruihg‘to or paymenis and cxpenditures made or incurred on behalf of such surren-

dered or forfeited working interest subsequent to the date of surrender or forfeitﬁre,

and payment of any moneys found to be owing by such an accounting shal. be made as

between the parties within thirty (30) days. In the event no unit operating agree-

ment is in existence and a mutually acceptable agreement between the proper parties
thereto cannot be consummated, the Supervisor may prescribe such reasonable and
equitable agreemént as he deems uarranted undér the circumstances.

The exercise of any right vested in a working-interest owner to reassign

such working interest to the party from whom obtained shall be subject to the same

éﬁrrénder.‘

| 1. TAYES. The working-interest owners;shéil rendef and pay for their ac-
count and the account of the royaltyvownérs all valid taxes on or measured by the
unitized substances in and under or that may be produced, gathered, and sold from
the land subject to this contract sfter the effective date of this agreement, or
upon the proceeds derived therefrom. The working-interest owners on each tract
shall and may charge the proper proportion of said taxes to the royalty owners
héving'intefests in said tract, and may currently retain and deduct sufficient of
the unitiéed substances or derivative products, or net proceeds thereof from the
allocated share of each royalty owner to secure reimbursement for the taxes so paid.
No such taxes shall be charged to the United States or the State of New-Mexico or .
to any lessor who has a contract with his lessor who has a contract with‘his lessee
which requires the lessee to pay such taxes.

32, NO PARTNERSHIP. It is expressly agreed that the relation of the parties

hereto is that of independent contractors and nothing in this agreement contained,
expressed, or implied, nor any operations conducted hereunder, shall create or be
deemed to have created a partnership or association between the parties hereto or
any of them.

23. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working~

interest owners, nor any of them, shalil be subject to any forfeiture, termination,

or expiration of any right nereunder or under any leases or contracts subject hereto,
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1aws of the State of New Mexico. -

or to any penalty or 1iability on account of delay or failure in whole ar in part
to comply with any applicable provisions thereof to the extent that the said Unit
Operator or the working-interest owners, or any of them, are hindered, delayed, oTr
prevented from complying therewith bY reason of failure of the Unit Opevator to
sbtain, in the exercise of -due diligence, the concurrence of proper representatives
of the United States and proper representatlves of the State of New Hexico in and. .
about any matters or thitge concerning which it is reqnlred herein that such con=
rrrrr erfeﬁeeSeAESteihe“;“‘The parties. hereto, 1 including the State Commission, agree
that all powers an§>authority vested in the State Comm1ssien—iﬁ and by anv provi-
sions of this sgreement are veated in the State Commission and shall e exercised
by it pursuant to the provisions of the 1awa of the State of New Mexico and subject

in any case to appeal oF judicial review as may nov or hereafter “be pfdﬁidéd by the .

34, SURFACE AND ENVIRONMENTAL PROTECTION 'STIPULATIONS. Nothing -in this

agreement shall modify or change either the special Federal lLease stipulations re-
1ating to surface management ‘or such special Federal Lease stipulations relating
to surface and environmental protect1on, attached to and made & part of, Oil‘and
Gas Leases covering lands within the Unit Area.

_ )
IN WITNESS WHEREOF, the parties hereto have caused this agreement to be

executed and have set opposite their respective pames the date of execution.

ATTEST: TESORO PETROLEUM CORPORATION
BY: _ BY: ___
Address:

UNIT OPERATOR

STATE OF

)
) ss
COUNTY OF 3 ,

The foregoing instrument was acknowledged pvefore me this day of

, 1974, by * who is

of

TState of Thoorpe<)
corporation, for and on venalf of said Corporation.

My Commission Expires:

Notary Public
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L % . EXHIBIT "B"
& P SCHEDULR OF LAND AND LEASES
COAL CREEK UNIT AREA

w San Juan County, New Mexico

W TRACT m SERIAL NO. BASIC OVERRIDING ROYALTY CRXING INTERIST
NO. DZSCRIPTION ACRES & EXP. DATE ROYALTY LESSEE OF RECORD AND PERCENTAGE : ::U PERCENTAGE
~ _
1. T-2%-N, R-12-W, NMPM
Sec. 28; SEWSER 40.00 zz-omwmmu:|> U.S.4. Delaware-Apache Corp Raymond Chorney 2.5% Delaware-Apache Corp. Al
! 0l=~20-75 12.5% Jacqueline Anderson  1.0% .
. : _ .
2. T-23-N, R-12-W, NMPM
Sec. 18; SE& 160.00 NM-0555848 U.S.A. Raymond Chorney - 25.0% -Stanley M. Edwards 2.5% Raymond Chorney 25.
N 03-31-75 12.5% Kirby Petroleum Co. - 25.0% L. C. Driskell 2.5% Kirby Petroleum Company 25.
| Aquitaine 0il Corp. - 25.0% Aguitaine 0il Corp. 25.
Natural Gas Pipeline Co. - 25.0% Natural Gas Pipeline Co. 25.
3. T_23-N, R-12-W, NMPM _
Sec. 33; All 640.00 KM-0555877-A  U.S.A. Delaware-Apache Corp. Casper College Foundation .875% Delaware-Apache Corp. Al
. ‘ 03-31-75 12.9% : Raymond Chorney . 2.625%
4. 2-23-N, R-13-W, NMPM _
Sez. H#u SEx  480.00 NM-0555815-A  U.S.A. Chorney 0il Cempany - 18.75% Raymond Chorney 3.0% Chorney 2i1 Company 18.
Sec. 23; Eb 02-28-75 12.5% Natural Gas Pipeline Co. - 18.75% Natural Gas Pipeline Co. 18.
Aquitaine 0il Corp. - 18.75% Aquitairne 0ii Corp. 18.
Kirby Petroleum Co. - 18.75% Kirby Petroleum Co. 18.
Tesoro Petroleum Corp. - 25.00% . Tesoro Peiroleum Corp. 25.
5. 7-23-N. R-13-W, NMPM
Sec. 27; A1l 640.00 NM-0555916- U.S8.A. Tesoro Petroleum Corp. Casper College Foundation .875% Tesoro Pztiroleum Corp. Al
03-31-75 12.5% Raymond Chorney 2.625%
6. T-23-N, R-13-W, NMPM , ; .
25; A1l 640.00 NM-0555916~A  U.S.A. m& ,xuumwd Pet. Trust - 75.00% Casper College Foundation .875% McXnight Petroleum Trust  75.
' 03-31-75 12.5% “ficAlester Fuel Co. - 25.00% Raymond Chorney 2.625% ¥chlester Fuel Co. 25.
William J. A. Johnson 1.0%
7. 722N, R-13-W, NMPM - : -
Sec. 35; All £40.00 NM-0556326 U.S.A. VcKnight Pet. Trust - 75.00% Thomas D. Chase 1.0% Meknignt Putroleur Trust  75.
W 03-01-75 12.5% Mchlester Fuel Co. - 25.00% Dorothy Chorney 2.0% ¥cilester Fuel Co. 25.




Exhibit 8" - Page wo -
Coal Creex Unit Area

8. -_zz.%. R-i2-W, NMPM
Tec. 103 0TS Dy 4y ) : ,
/S 485,22 NM-0556834 U.S.A. Raymond Chorney - 25.00% Stanley M. Edwards 2.0% Raymoni Chorney 25.00%
Sec. 193 Zots 5 thru o4-30-7% 12.5% Aquitaine 0il Corp-- 25.00,. L. C. Driskell 2.0% Aquitaine 0il Corp. 25.0C%
i2 - Natural Gas Pipeline Co.- 25.00% Jacqueline Anderson 1.0% Natural Gas Pipeline Co. 25.00%
: , Kiroy Petroleum Co. - 25.00% Kirby Petroleum Co. 25.00%
9. .23-N, B-13-W, NMPM _
Sac 263 AlL - 640.00 zz..ommmmwm U.S5.A. Tesoro Petroleum Corp. Raymond Chorney 2.5% Tesorc Peiroleum Corp. A1l
04-30-75 12.5% W. H. McDermott 1.0% |
10. m_22.N, R-13-W, NMPM ,
Sec 14; SiA | ¥0.00 NM-0558416 U.S.A. Chorney 0il Co. - 18.75% W. D. Tolan 2.0% Chorney 0il Co. 13.75%
Sec. 233 Vi 11-30-75 12.5% Natural Gas Pipeline Co.-18.75% Raymond Chorney 1.0% - Natural Gas Pipeline Co. 18.75%
_ _ Aquitaine Oil Corp. - 13.75% Aquitaine 01l Corp. 18.75%
Kirby Petroleum Co. - 18.75 Kirby Petroleum Co. 18.75%
Tesoro Petroleum Corp. = 25.00% Tesoro Petroleum Corp. 25.00%
‘11. T-z2-N, R-13-W, YMPM , _ ,
Sec. 13; Swi 160.00 NM-0558650 U.S.A. Chorney O0il Company - 18.75% Raymond Chormey 3.0% Chorney Oil Company 18.7%
12-31-75 12.50% Natural Gas Pipeline Cec. - 18.75% , Natural Gas Pipeline Co. 18.75%
- Aquitaine Oil CorpP. - 18.75% Aquitaine 0il Corp. 18.75%
Kirby Petroleum Co. - 18.75% Kirdy Petroleum Co. 18.75%
Tesoro Fetroleum Corp. - mm.oo& Tescro Petroleim Corp. 25.00%
12. T-232-N, B-13-W, NMPM . :
Sec. Z4; All 640 .00 NM-0559141 U.S.A. Tesoro Petroleum Corp. Est. of F. C. Grigsbdy 3., 5% Tesoro Petroleum Corp. ALl
, 02-28-76 12.5% ,
, 13. T-32-N, R-12-W, NMEM
F See. 107 Lots 15 thru | | | | |
| 20 %26.99 NM-3034 U.S.A.° Banland Oil Corporation NONE Hanland Cil Corporation M A1l
08-31-77 12.5% ,
14. 7.23-N, R-12-W, NMPM ,
W Sec. 293 ALl eko.20 NM-4280 T.S.A. Delaware-Apache Corpe. 1. C. Driskell 1.5% Delaware-Apache Corp. © A1l

01-31-78 12.5% W. D. Talan 0.5%
. Esther Chorney 1.5%

i

e N A T NN ” Bosdn AR AT i bR T




g B

Exhibit "B" - Page Three
Coal Creek Unit Are

| 16.

7.

18.

19.

T_23-N, R-13-W, NMPM

Kirby Oil Company - 25.00% NONE
Natural Gas Pipeline Co.- 25.00%
Aquitaine 0il Corp. -~ 25.00%

Chorney O0il Company - 25.00%

Raymond Chorney- 25.00% H.'A, Rich, Jr.
Kirby Petroleum Co. - 25.00% John Oakason
Agquitaine 0il Corp. -~ 25.00% Stanley M. Edwards
Natural Gas Pipeline Co.-25.00% L. C. Driskell

Aztec Oil & Gas Co. NONE

Husky 0il Company of Umwmamﬂm,mcw M. Willis
Rilla M, Willis

McAlester Fuel Co. - 25.00% Dorothy Langley
McKnight Petroleum Trust - 75.00%

McAlester Fuel Co. - 25.00% Ruth Ross

McKnight Petroleum Trust ~ 75.00%

Tesoro Petroleum Corp. NONE

Sec. 13; SEL 160.00 NM-7020 U.S.A.
_ 07-31-78 12.5%
T-23-N, R-12-W, NMPM
Sec. 203 Lots 3 ithru 6,
11 thru & 331,22 NM-8229 U.S.A.
o 11-30-78 12.5%
T-23-N, R-12-W, NMPM
Sec. 285 N, .
- N¥SEK 400.00 NM-15657 U.S8.4.
07-31-82 12.5%
T-23-N, R-12-4, NMPM
Sec¢. 30; Lots 1 thru &4, ,
. Zk, BAL 635.32 INM-17017 U.S.A.
, 101-30-82 12.5%
T-23-N, R-12-W, NMPM . |
Sec. 31; Lots 1 thru &, |
Ef, Efw  635.28 | NM-18951 U.S.A.
T-23-N, R-13-W, NMPM | _
Sec. 2L4; ALl 840.00 NM-19572 U.S.A.
| {11-30~83 12.5%
T-23-N, R-12-W, NMPM :
Sec. 20; Lots 1,2, m
' 9 thru 10, 15, 16 |
Sec. 28; SwK, 531.08 | NM-23240 U.S.A.
SWKSEK | 12-31-84 12.5%
]
mLObw.&H acres Federal Lanis

TOTAL:

b

v v oy

e v L ]

.25%

.75%
2.0%
2.0%

i
RS

5.0%

2.0%

Kirby 0il Company
Natural Gas Pipeline Co.
Aquitaine 0il Corp.
Chorney 0il Company

Raymord Chorney

Kirby Petroleun Co.
Aquitaine 0il Corp
Natural Gas Pipeline Co.

Above 4,820 ft.

Aztec Cil & Gas Co.
Tesoro Petroleum Corp.
Below 4,820 ft

Aztec 0il & Gas Co.

Husky Oil Company of Del.

McAlester Fuel Co.
McKnight Petroleum Trust
McAlester Fuel Co.
McKnight Petroleum Trust

Tesorro Petroleum Corp.

25.00%
25,00%
25.00%
25.00%

7 25.00%

25.00%
£.00%
5.00%

b . 00%
60.00%

A

[

411

25.00%
75 .00%
25.00%
75 .00%

A1l
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w - | “ Coal Creek Uni: Area

W » STATE OF NEW MEXICO LANDS

' 22, T-25N, R-12-W. NMPM |

M Sec. 32; All 640.00 K-49ko-1 State Delaware-Apache Corp. Raymond Chorney 3.5% Delaware-Apacne Corp.: All

m ! 04-20-75 12.5% |
e -y, NMPYM
L Sec. 36; . 520. oo K-4ohk1-5 State McKnight Pet. Trust 75.00% Raymond Chorney 3.5% McKnight Petroleum Traist 75.00%
o zxzsﬁ mMYmvh w 04-20-75 12.5% McAlester Fuel Co. - 25.00% J. A. Johnson 1.0% McAlester Fuel Company 25.00%
| | _

2k. T-23-N, wbu....\.. NPH m , '
Sec. %6;. EASER, 120, oo L~3564 State Kenneth McPeters NONE Kenneth McPeters ‘ A1l
swavwt 09-16-79 12.5% | .

TOTAL: 1,280.00 acres State of New Mexico Lands

| . !

|

W : wmomvpdcwmdpos ‘

: W 9,945.11 acres Federal Lands; mm mr& of Unit Area !

| ...Nmo 00 acres State of New Mexico Lands; 11.40% of Unit Area ,

m 1 11,225.1) acres 100.00% of Unit Area
L e ! -
|
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' 'FOR APPROVAL OF THE _COAL CREEK

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING A / |
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR / /]

THE PURPOSE OF CONSIDERING: - : o
g (/ , E No. 5416
\

Order No. R- ol 7éé .

APPLICATION OF _TESORO PETROLEUM CORPORATION
———— iy CORPORATION

UNIT AGREEMENT, SAN JUEN ~CoUNTY, NEW MEXICO.
ORDER OF THE COMMISSION
ORDER OF THE COMMISSION
BY THE COMMISSION:

This cause came on for hearing at- 9 c'clédk a.m. on

~Februarv_19. 19& 75 at santa Fe, New Mexico, before Examiner

Daniel S. Nutter .

NOW, on this __day of February , 19675 the Commission,
a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises, : B

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

matter thereof.

(2) That the applicant, —Tesarn Petroleum Corporation |,

seeks approval of the Coal Creek Unit -Agreement
- ‘ ) Stateg ang
covering __ 11,225.1¢| acres, more or less, of Federal -lands

described as follows:

S
AN JUAN county, NEw MEXICO
TOWNSHIP 23 wopmy, m%w NMPM
7

‘ iw- = ST
Section 1€ S L
Addfeing 11 20, il
; P rar S
Aeleers 2.8V kf& v
' w3 330 AL v

Vbl 23 NGWL Rt )3 gt
; ) _ - AR T D T —foem - ‘\7& T e L
,v:,(jb/,{/(\,; / 3. i) Pz -
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(3) That approval of the proposed unit agreement should

rights within the unit area,

IT IS THEREFORE ORDERED:

(1) That the Coal Creek 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,
. o 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 cbligation which
is now, or may hereaftei be, vested in the Commission to supervise
and control operations for the exploration and developmen: of any
lands committed to the unit and production of oil or gas therefrom.

(3) “That the unit operator shall file with the Commission
v,q;; an executed orig1nal or executed counterpart of the unit agreement
e within 30 days after the effectiva date thereof; that in the 'event .
o of subsequent joinder by any party or expaneion or contraction of
T the unit area, the unit operator shall file with the Commission
P within 30 days thereafter counterparts of the unit agreement
; reflecting the subscription of those interests having joined or

ratified.

(4) That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
State of New Mexico and the Director of the United States Geologi-

cal Survey; that this order shall terminate ipso facto upon the

termination of said unit agreement; and that the last unit opera-
tor 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 Commission may deem necessary.

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

promote the prevention of waste and the protection of correlative. . .. ... .-




