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NMOC( (ante Fe, V7K

N REPLY REFER TOt
B

,‘! PR
4y UNITED STATES VN §
MENT OF THE INTERIOR I GE R

EOLOGICAL SURVEY
CENTER, DENVER. COLORADO 80223

L CONSERVATION COMM. U
Santa Fe JpLQn a3in

Hr. Kanneth H. Griffin, Inc
Griffin & Burgett

503 Petroleum Building
Midland, Texas 79701

Deax Mr. Griffin

Your application filed on behalf of Northern Natursl Gas Company with the 041
sud Cas Supervisor, Roswell, Hew Maxico, requests the Jdesignation of the
McGruder Hill unit area embracing 2,257.94 acres, more or less, Bddy County,
New Mexico, as logically subject to exploration and development under the
unitization provisions of the Mineral Leasing Act as awended.

Pursuant to unit plan regulations 30 CFR 226, the land requnited'ae outlined
oa your plat marked “McGruder Hill wnit Eddy County, New Moxico" is hereby

_ deoignatcd as a logicel unit area.

Thc unit agtecntnt submitted for the area dasignated should provide for a
well to test the Morvow formation of Pemnsylvanian sge or to a depth of
11,400 feet. Your proposed use.of the Form of Agreemént for MNaproved Areas
will be accepted with the modifications requested in your application pro-
vided it is fuxther noéified as follovs.

i. _Add the words “as amended"'after (30 F.R. 12319) in Section 26.
Nondiocrimiﬂation.

1f conditions are such that further nudifio‘ﬁion of said standard forw 1s deem-
ed necsssary, threa copfes of the proposed uodifications with appropriate
justification wust be submitted to this office through the 011l and Gas Supervi-
sor for preliminary approval,

In the absence of any other type of land raquiring special ptovisiona ot of
grasmont identical vith said
form, modiffed as outlined ahove, wili be approved if gubaitted 1u approvable
status within a reasonable period of time. However, notice is hereby given
that the right is resexved to deny approval of any executed agreement asubmitted
which, in our opinion, does not have the full cosmitment of auff!cient lands to
afford effective control of operations in the unit area,




P

When the executed agreameni is transmitted to tho Supervisor for Approval
include the latest atatus of all acreaga., In preparation of Exuibits "A"
and "B", follow closely the format of the sample exhibits attached to the
1968 reprint of the aforementioned form.

Inasmuch as thie unit agreement involvee State lund, we are sending a copy

of ‘the latter to The Commissioner of Public Lands in Santa Pa, Please don-
tect the State of Now Max’co bafore soliciting joinders regardlesy of prior
contacts or clearances from the State.

81ucere1y yours

’_/-f\{‘; ‘ ﬁ; / ﬂ Do ~oat 7 T

Regional Ccaservation Manager
For the Director

cc: CD Reading File

: Area Office (2}
File ,
Cém. Public Lands, Santa Fe
NMOCC, Santa Fes”

.....
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GRIFFIN

& BURNETT, ING. o ?fo';"?r?\fé%“é.l;'p‘gfz,;J

n*') Fe

KENNETH H. GRIFFIN
GARY G. BURNETT

Ol gbzopziticg

501 PETROLEUM BUILDING
MIDLAND, TEXAS 79701
915 683.270%

k}\

June 24, 1976

7

Re: File No. 3002
MCGRUDER HILL UM}IA

Eddy County, New Mex1cCo

' NEW MEXICO OIL CONSERVATION COMMISSION

P. 0. Box 2088
Santa Fe, New Mexico 87501

Attention: Mr Joe D. Ramey
: Secretary Director

Geﬁtiémen:

Please find a copy of the letter from the U. S.-G. S,
dated June 18, 1976 terminating the captioned unit
effective’ June 18, 1976. .

Your verya/pu~
fdfww't? / &y
/Kenneth H. Grlfﬁ?%;/

U /an.

l\l&\l' 5

Enclosure

cc:. -Northern ! Natural Gas Company

. 403 Wall Towérs West
Midland, Texas 79701
Attention: Mr. C F. Keller

- -
0/ T »‘(
{ry L 22
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GEOLGGICAL SURVEY
- Drawer 1857
Roswell, New Mexico 85201 O

Santa Fe

June 18, 1976

Northern Natural Gas Company
Attention: Mr, C, F, Keller
401 Wail Towers West, .. _
Midland, Texas 79701

Gentlemens

Termination of the McGruder Hill unit abreement, Eddy County, New
Mexico, pursuant to section 20 (d) thereof, was _approved effective
as of June 18, 1976, the seme date as approved

Gopapq of the termlnatxop are being dlstrlbuted to the Federal
offices concerned and one copy is returned herewith, 1t is
reQUested that you furnish notice of this approval to each party
“in interest,

Sincerely yours,

SR J. A. GILLHAM -
Acting Area 0il and Gas Supervisor

United Stqtee De ar tmcnt of the {; M!“PD%’I, 5 \</j T
IR JUN 25197 \
t-fJ’, /l

rwqrwmow COMA,

1 B o o L 1 2

P S——
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| . _ A
‘ United States Department of the Interior -
GEOLOGICAL SURVEY
Drawer 1857
Roswell, New Mexico 88201

" ion Mu _m.,;.,‘.;_;:;»’:;:;‘.. .
: ~ ?"':. IMG?';., Kaller Ol CONSERVATION ’co...,,.
“i *ll ) , : gena e
Ridland, Yexas 79701

" Gontlomen

Sl ok
PRI T AR g N Ty W

e R s

Tarninotion of the MeGruder Nili unit agreement, Nddy County, New

Mexice, persuont to section 20 (d) thereof, was approved effective

a0 of Juna 18, 1976, ths ssas dsis &5 approved,

L Coplas of the terwimation are being distributed to the Federsl

uAmedmmﬁummzm. Itis -

Toquagted thst you fenish notice of this Spprovil to much perty
e in intereet.

o 5 b T T T e e T 5'\’“6' T n'ly‘your"

{(ORIG.. SGD.Y, J. A. GILLHAY

, J. A. GILIBAM
- : " Acting Areu O1% and Ges Supervisor

¢c: BLM, Banta Fe (w/cy appln) NOTE 70 BIM: All committed Federal
Artesia (w/cy appln). o .. le2ses within the McGruder mi11 ynis
- 3060, Santa Fe (iEv. only)-{— 75 1"dde¥ should be considered for 2-year
Cim. of Pub, Lands (itr, only) extensions pursuant to 43 CFR 3107.5,
Aves Geologiat (1tr. only) as applicable,
Accounts (1tr. only)

RDLindau:dap
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United States Geological Survey
. the uw s0 that we may «mluh the oﬂnum date.

Serthera Weturel Case Compainy -
401 Wall Towers West
Midland, Texss T9701

na; MeGruder Hill Unit
‘ N Eddy Coumty, Wew Nexico
ATTINYION: Mr. C. ¥. Ksller 7
Centioment
This letter azkmowledges n«tn ‘of your letter of June 11, 1978,

advising of the toutmioa of the MeGruder Hill Ueir, Eddy County,

M@’t

~ e Coumidsisney of Sublte Lamis hia this date tcmmtoé the

®1l Yait. 'thh ie mjut to 1ike terninakion by the
sise advise when the Usos tnvd.utu

VYery truly youre,

MOL X, LUCERO :
orsacyes TN OF PUBLIC 1ANDS

BY:
BAY D, GRAMAN, Director
nu and Gas Division

.....}.. lmw’i

-y -
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United States Départment of the Intfgé‘_rlgg){ o
‘ BRI ;

_ AP VRSO
| GEOLOGICAL SURVEY R T
P. 0. Drawer 1857 "LPRMSERYATIGN Cont
Roswell, New Mexico 88201 SantooFn -
_April 13, 1976
_Griffin & Bufnett, Inc. e
e ~Attention: Mr. Kemneth H. Griffin .
g JOl Petroleum Building = - L
TR s Midland, Texas 79701
" % 5J§ ~  Gantlemen: | » |
3 g/ i " One approved copy of ‘the McGrudex HLll unit agreement, Eddy
. LB County, New Mexico, with Northern Natural Gas Company as .
B - unit operator, is enclosed.,_chh.agzeement.has,bgqn assigned
i -:No. 14-08-0001-14274 and is effective April 13, 1976, the
1 ‘same date as approved. Ce Co

You are reguested to furnish all.pfincipals with appropriate
~ evidence of this approval. . . . .

Sincerely yours,
 (ORIG. SGD) CARL C. TRAYWICK

CARL, C. TRAYWICK .. . '»
Acting Area Oil & Gas Supervisor

1N

' cc: is Copy 108
o cc: . /&&Ih\s

- NMOCC, Santa Fe (ltr only) <% "

T " Com. Pub. Lands, Santa Fe (itr only)

-Area Geologist, Rdswell (Ltr onlw) .

~Artesia (w/cy appln)

RLindau: dlk
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(3) That approvezl of the proposed unit agreement should'

rights within the unit area. .

IT IS THEREFORE ORDERED:

(1) That the Magruder Hill Unit Agreement
is hereby approved.

(2) fThat the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in

principle as a proper: conservation measure; provided however,
—that-netwithstanding any of the pruvisions contained in- saio unlt‘”“'

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 thHe Commission to supervise

and controi operations for the exploration and developmern: of any
lands committed to the unit and productibn of ojil or gas therefrom.

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

an executed original or executed counterpart of ‘the unit agreement

within 30 days after the effective date thereof; that in the event
of subsequent joinder by any party or expansion or contraction of
the ‘unit ‘area, the unit operator shall file with the Commission
thhin 30 days thereafter counterparts of the unit agreément
refiecting the subscription of those iﬂterests having joinéd or
ratified.

(4) That this order shall become effective upon the approval
of saiad unit agreement by the Commissioner of Public Lands for the

State of New Mexico and the Director‘of the United,states GeGlogi—

At A L T D S e e e amrm i e  mgrar s e e e W

cal Survau; t-hai- thie nrQAv- ahall G'Aml mata {woen Fambn u;c.: the

termination of said unit agreen ent;_;nd that ths last unit opera-

" tor shall no tify the Commission immediately in writing of such -

-

turisdiction of L“u.u C“‘Eu is x ed ;'or cne

{8} That tain
ther orders as the- Commission may deem necessary.

{8
entry of such fu

H\.l-

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

_@escribed as followss

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING ,

CALLED BY THE OIL CONSERVATION d_/’(]/(//
COMMISSION OF NEW MEXICO FOR g

THE PURPOSE OF CONSIDERING:

G
CASE No. RA08
» .
Order No. R-_JS5/50

APPLICATION OF NORTHERN NATURAL GAS COMPANY - B , ‘ SR

" _FOR APPROVAL OF THE ___MACRUDER HILL

UNIT AGREEMENT, EDDY. , COUNTY, NEW maxxco.

ORDER OF THE COMMISSION
BY .THE .COMMISSION:
This,cause came on for hearing at 9 o'clock a.m. on

January 7 1967 6 , at Santa Fe, New Mexico,’ before Examlner
Rlchard L. Stamets S

" NOW, on this__ day of January 1985, the Commission,”

a auorum being present, having considered the testimony; the récord,

and the recommendatxons of the Examiner, and belng fully adv1sed
in the premlses,

FINDS s , ' o S

ot

> (lﬁ That due public uut'ce having been given as required by

"law, the Commission has Jurzadictlon of this cause and the subject

matter thereof. - , : 1 :

' (2) That the applicant, _ Northern Natural Gas Company . N

seeks approval of the Magruder Hill ‘ Unit-Agféement '
228794 : State,

covering ‘ ' __ acres, more or less, of -Federal lands
and Fee

EDDY _ COUNTY, NEW MEXICO
TOWNSHIP _22 Saufk, RANGE 25 &R@S [ NMPM
Sectiom /2 . S/

Sk nr,.. /3 Ry

y—'M¢Ap 27—5‘-‘«9‘(;/?‘*‘:/&2‘ Q--/P?—/V’“”’I

Mo‘u /7 /7// 4 |

*___—\A
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DIRECTOR

JOE D. RAMEY 'PHILR. LUCERO

O11L. CONSERVATION COMMISSION

STATE OF NEW MEXICO
P. 0. BOX 2088 - SANTA FE
875G1 .
LAND COMMISSIONER » STATE GEOLOGIST
' ’ EMERY C. ARNOLD

Re: CASE NO. 5608

. Mr, Harold Hensley ORDER NO. R-5150
~ Hinkle, Bondurant, Cox & Eaton
~Attorneys at Law _ K

Post Office Box 10 “ Applicant:

- Roswell, New Mexico 88201 = ~

- Northern Natural Gas Company

V-Dear Sir:

Enclosed herewith are two copies of the above-reférenced
Commission oxder recently ertered in the subject case.

{Ygurs very truly,
0
/Director

" JDR/£d

Copy of order also sent to:

Hobbs .0CC X
Artesia OCC X
Aztec 0CC

Other

1
Pins bamime e s

ke s e g

, e gt e A < 211 i e
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i — Page A 1 ’
|
1 BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION il
2 Santa Fe, New Mexico
4 January 7, 1976
" ‘,4 EXAMINER HEARING
I I -
¥ N )
. 6 "IN THE MATTER OF: )
: ] &: ‘ Application of Northern Natural Gas ) CASE
. A 7 Company for a unit, agreement, Eddy ) 5608
. PR sl County, New Mexico." )
- ~ s - s =0 9 ---”_——‘-__--_—_-——--_--—-—_-—(,- -------------
™ = "l\'b |1
P e 3 o1y o o )
B S~ § , 10 - BEFGRE: Richard L. Stamets, Examiner
i Sl 111 '
20328 ; . . -
E G ' TRANSCRIPT OF HEARING
L o @ RER 2 |
. geag | ,.
RRE L S APPEARANCES
' B ise e & inn O
Pl EE':- 141l For the New Mexico 0il William F. Carr, Esq.
! ‘ Esg‘ ' Conservation Commission: Legal Coungél for the Commission
e ™8 15 ) State Land Office Building ~
o : @ 3 S - Santa Fe, New Mexico
P a | _
For the Applicant: Harold L. Hensloy, Jr., Esq.
b L HINKLE, BONDURANT, COX & EATON
Attorneys at Law
18 Hinkle Bu;ldlpg
'''' E - Roswell, New Mexico
19 ‘. )
20)

22

23

25




6| Mark SCHWEINFURTH

| Direct Examinatig by Mr. Hensiey s
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< AT A }ﬁrwv‘w»ﬂn.!l.Nvﬂ;‘,-imwr\fh!',‘:?v‘fr, IRRTE PRI SCRERECE bt

R

sid mo

ish reporting service

ow Mexico .87501

g Service
N
'982-9212

Santa Fe;

Phore (505)

General Court Reportin
No. 122,

" 825 Calle Méjia,

: 13»;,\;» BY MR, HENSLEY:

‘9 Company. ‘We will have two witnesses, Mr. Ken Griffin and

10 “Myr. ‘Mark schweinfurth.

1 . MR. STAMETS: They will stand'éﬁd be sworn, please.
12 ° (THEREUPON, the witnesses were duly sworn.)
13 K. H. GRIFFiN

14Y‘Ca11ed as a witness, having been first duly sworn, was

15 | examiﬁedwaﬁdmfééﬁified’&S“f‘iiaﬁs;j

16

17 " DIRECT EXAMINATION

19 ) Would you state your nane, please?i
22‘ A My name is K. H. criffin,
”é{””, o ﬁﬁéﬁ'is"ydur”oecgpaticn,'Mr. Griffin?
22 A. ~I:ﬁ an independent 1andmaﬁ;rMidieﬁd,rfekae;

23 ing Northern Natural Gas.

25 A Yes, I have.

8 | Roswell, New Mexico for the appiicant, Northern Natural Gas'

1\ MR. STAMETS: We will call the next Case, 5608.

2 MR. CARR: Case 5608, application of Northexrn

'3 Na£ural Gas‘Company for a unit ag;eement, gddy County.

.4;» Ne;-Mexice; o 'Wie’ - - ,

5 | MR. STAMETS: call for appearainces in this case.

6l MR. HENSLEY: If the Examiner élease, Harold L.

7“ Hensley, Jf._of the firm of Hinkle, Bondurant, Coit and Eaton,.

i

represenf-

24 Q. Have you previously testified before this Commission
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h repo_rﬁng faervxce:

} morris

si¢

General Court

825 Calle Mcjia,

jce

ing Servi

Repor.
‘San:

No. 122,
Phone (50.

iMexico 87501

¢, New:i

5) 982:9212°

ta F\

10

SR kN

12

13

14

15

‘idehtification, sir, as Exhibit One and identify that exhibit

e —

Page 4

—

0 aAnd are those qualificatiOns a matter of recqrd
pefore the Commission? ‘ ’//T
A Yes.

MR. HENSLEY: Mr. Examiner, are the qualifications

of' the witness acceptablier .

__ MR. STAMETS: They are.
0. (Mr. Hensley‘continuing.) 1 will ask you, Mr.

Griffin, to please refer to what has been marked for

A  Exhibit,One is the proposed unit agreement for the
Magruder Hill Unit Area, Eddy County, New Mexico.
0 vAre there two separate attachments in addition to l

the Unit Agreement itself?

A yes, to the Unit Agreement will be attacheénExhibi€’§
A which is a plat showing the ownership and the outline of

the .Unit area. The remaining attachment is Exhibit B which

at this time has not been prepared but will be a complete

yundown,  break down of the ownership, including royalties.

ownership, acreage content, nature of acreage.

Exhibit A at this point does show all of the \
o Including a break down of the Federal, State and [

ey

fee dcreage in the Unit?
A Corféct. The Unit covers two thousand, two hundred

‘and fifty-seven point nine four acres, beinq-two,théusand and




VPage 5

—B TE

' || fifty-seven point nine, four acres of Federal land, forty

SR o _ﬂ - 2 || acres of State 1and and four hundred and sixty acxes of
B ? F - 3 patented 1and. The Federal Iaiad'"bei:‘;gf-pl »tv-ovae point one,
(%; ’ 4 || four, two percent, State being one pon.nt seven, seven, two |
; ‘ “‘% 5 || percent and the patented land seven point oh, eight,. six
; % é = 6| percent.
*»’é 7 o 7 gir, has the proposed Unit Aféa been,designated by
o %g 8 | the USGS as logically subject to exploration and development
i ; i g 9‘ '\'iridert'rie uniti-zaticn provisions of the minerais leasing act?
‘!g '% U% 10 A We have had our feeting w1th the USGS in Roswell,
&g i%’;;g 11 || we have thelr tentatlve approval', the formal dealgnatlon
i §§ %%ﬁgé 12 has been requested ‘and is being processed through their .
_: = 2‘;‘:53 45 “penver ‘office now. -
e "é"l”f,‘é N ' | . N
L sgg‘ 14‘ - 0.  Has the proposed Unit area beep informally approy_ed
- ; " -: z% 15 | by the Co:ruussa.oner of Public Lands?
e "3 16 A it h
- o9 » . as.
) % i‘: 17 0. Has the form of unlt agreement which is m‘&‘rked as
'}t " ‘-8“ syhibit Number One been prev1ously approved by the usGs, the | ‘
P
; 19 \\I Commiesioner of Public Lands and this Comm1551on'>
E ' E; - 20 I »  Yes, it has. It"esse‘n’t’ially is a 1968 re print
s e 21\ .that is standardly used for this type unit. | “
1 22 | 0 All right, sir, who is the designated unit operator?
: ‘m ’ 23 A Northern Natural Ges Company .
%f: 24 Q; Are- all formations to be unitized?
b L A Yes, all- ,F rmations w111 be unitized. )
e




. e o | Page 6
- o 0.  What are the provisions with respect to the initial
: ” “ A 2 || test well? —
- -3 A The unit agreement provi_ggles for the 'comencemené

all of initial wells within six months of approval and we will

: A .
0 2 6 |7drill an eleven thousand, four hundreé foot Morrow test at an
; ‘vé o R . f' "-—» 3
v‘."f" 7 0. what is the plan for unit development subsequent :
,L'}; ‘a - N ’ '
N gl to the test well?
2 . g 9 A * The 1968 reprint provisions ‘essentially provide for
AL g ' )
AT - Q &> . ’
RSN | . , g
e , 2 8 04 a siX months plan of development to pe filed and approved by
) g*g a’o.g%‘f‘* 11 | ¢he Supervisor, the Commissioner and the Commission.
i gl : . . ’
L. ‘g%‘ég 12 0. Mr. Griffin, what is the present gstatus of the
FRR Br3A . ’ S . -~
FI @ X g . . > . s .
H ;%‘é‘:% 13 | commitment to the unit agreement of the working interest 1in
i ® 9o
e L ROL , e '
£ 32K 14 || the proposed unit area?
, 4 ggg\
b 3 z% 15 A. wWe anticipate an excess cf ninety percent sign up
":;i ‘. n Q R R
LT -gsrign-and participation in the unit.
I i7 o - 1T assume that ninety percent commitinent wonld afford .
BERY | ‘
. 18 || effective control of operations?
E - - 19 A Correck. Actually we will have effective control
50| of every potential proxration unit and the effective sign up
; -4 ’ e \
2 oy 21 || should actually be in excess of ninety-five percent.
- 22 .0 In your opinion, sir, is the unit agreement in the-
- BRI . _ . . .
L _92ll interest of conservaticnh and will 1t prevent waste and protect
24 correlative rights? ' ' i
, al :
e 25 A ves, sir.
‘" . ¢ e o oo \
A {
- ~




M
i
{
4 Pags 2
] 1 Q. Was Exhibit One prepared by you or under your
i F‘ ) ? Iy | » . "
| e -5 direct supervision?
;" ' 3 A. - Yes.
: 4 MR. HENSLEY: Mr. Examiner, we move the introduction
. ; E 6 || of Exhibit One at this time.
5 6 MR. STAMETS: Exhibit One will be admitted,
\‘é r; : 5. ' N - Qe s
L * 7 (THEREUPON, Applicant's Exhibit One was
L |
SN SN -
_ 8 g 8 admitted into evidence.)
o ﬂ ™ § 9 .MR. STAMETS: Are +here any questions of the - ---
. [
la '§'l§ 10| witness? He may be excused.
5 ) . .
W g4 EREU : ,- ,
I _°°§§N 1 (THEREUPON, the witness. was' excused.)
Z 8 , : L .
‘E‘?‘“: 12 ' MARK_SCHWEINFURTH Sl :
14 °g§g . CHWEINFURTH - - - |
[ e N B~ '
- g ‘%A g , . . v
B E§§§ 13) called as a witness, having been first duly sworn, was
: @2 U"jko - . . ‘. ) ‘
;!? gfgﬁf 14 | examined and testified as follows: : 1
?;: mgxﬁg
£ s o 15 ’
{: 2 3 | < | " -
B -8 16 e DTRECT "EXAMINATION
{; " 47| BY MR. HENSLEY:
E,g" 18 0. Would you state your . .name, occuﬁétion and by whom
- It 19 | you are employed, sir?
%% 20 3 My name is:Mark Schweinfurth, I'm a geologist and
. ¢} o ‘
é‘i : 21 || I'm employed by Northern Natural Gas Company in Midland, .
i : ) '
: e 22 || Texas. |
-?ii o 23 0 Have you ever testified before this Commission,prior' :

24 || to this appearance?

25 A No, I have not. : o i
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acceptable, Mr. Examiner?

Page 8

0. For the benefit of the Examiner, sir, would you

2! pieaSe state youf educational background?

A I received a Bachelor's degree and a Master's degree
in science from the University of Cincinnati. The Master's
degree was in 1958. F:om there I worked as a geologist for
California“CQmpany in New Orleans, Tidewatex and Getty Oil
Companies in Midland, Texas dand now Northern Natural Gas
Conpany. |

0. You have been gainfully employed then as a practicing
geologist since your.graduaﬁion?v

A. That is ccrrect.

MR. HENSLEY: Are the ‘qualifications of the witness

MR. STAMETS: They are.

> 3

0 (Mr. Hensley continuing.) Have you caused a

geological study of the prdpqsed Unit Area, Mr,.Schweinfurth?

A I have.
) What were .the results of the study and vhat data
did youﬂconsidef in conﬁection with that study? I
| /A | Sérucfural aﬁd sﬁraﬁi@fépﬁidrétﬁdies were botﬁ i

undertaken. The structural study was done by seismograph and
it indidates a northwest-southeast txending structural
anticline in the area of the Unit.

The stratigraphic studies indicate that the Morrow

sand, which is the primary reservoir in this area, is present

N




rsa

. gas well in 1961, Subsequent to that time Western 0411 Compan

“n

i Page 9
! 1 under the Unit ang will be producf‘:ive from studies in the
'ﬂ 2 Catclaw Draw field to fhe north .and from log analysie of- -
& 3 several wells in the area around the Unit which are designated
- . ‘ e 41 with red triangles.
{: ﬁ it 0. Are ‘the results of j}our study indicated by Exhibit
x: i 6| Two which has beén marked for identification?
. f 3 7 A ~ They ar"e.
o tm o |
§ j 8 Q What conclus1ons do you draw from this exhibit, ‘Mr,
Jg E . g 9. kSchweJ.nft;:rth'> | -
: j'j : §3§10 I N ““From the exhlblt it 1ndlcates that there is a .
\t g i%gg L structure in the area of the Unit, it also indicates that from
‘ is g§§§ 1? log analysis the well to the north of the Unit known as the
z 1 .E§§§ B Gulf oi1 Company Number 1 Hackberry Hills Unlt, is productive
*:: ‘E E:f:f 4l in the Strawn formation. It has produceqd to date approximateil
: 8 v
' :-g gj 15 two and three quarter billion ‘cubic feet. The Morrow sectlon -
v g 181 in this well was not.tested but log analys1s indicates that
:: 7 it is productlve.
r e - : 18 o 'I"he"weil to the south’wes}_t_: of the proposed 1 Unit, knon
8 ' 19 as the Coquma FAF Number i, was completed in 1975 as a
;
a; 2 )l Cisco Canvon discov y |
- ; !j: 21 The well to the south of the Unlt on the plat shown
1 _ 22/ as the honolulu Number 1 McKettrick Canyon Unit;
4 “. 23 ) That's in ‘Section 252 N
24// A In Secrtr:ﬂiﬂen 25. It was completed as a shut-in Morro
|

[ 3]
o
—
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Page 10

attempted to complete the well as a Morrow dlscovery but were |
|| unsucessful. | |

At the time of Honolulu's completion the well flowed

’appfoximately a m;lllon cubic feet of gas per day. |

B Another pertinent well is the well in Section 29 to

the southeast of the Unit which was completed in 1975 as Cherr |
‘Canyon discovery for five point four mlllion cubic feet per.

day. . .
These studies indicate that th? chances of Morrow,
Cisco Canvon, Strawn and perhaps Cherrv/éanvon gas are very
good.
0 Is_your prima?y ocbjective the Morrow?
A Yes. S "”v
0 When will the test well be commenced?
A, As soon as the administrative papnr work is complete
hopefully within sixty days.
0  Approximately how long will it take to drill the
initial well? |
A.  Approximately sixty days.
0 What have you calculated the approximate or estimate
- cost of that test well to be?
A Between six hundred and fltty and seven thousand
dollars. | B
0. In your opinion,~Mr. Schweinfurth, do‘you feel that

the proposed Unit area contains recoverable oil and gas reservns?'
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A.

o

waste

Yes.
will the propos

and the protection

A Unit area?

6 0.

gl - B.

13-

AI

Yes.

1 supervision?

- Yes, it was.

MR. HEN SLEY :

1wl Two, please.

MR. STAMETS

Wwas Exhibit TWO P

Mré;Examiner,

ed unit promot

of correlative

repared py -you ©

e the prevention cf

rights within the

Exhib}t pwo will be admitted.

~»(THEREU?ON, Applicant's Exhibit‘Numper’Two

was admittedxihtc svidence.)

15 || may pe -excused.’

p—

16

17

i3
Ahy ques

tions of the witness? He

(THEREUPON, the witness was*excused.)

MR. STAMETS :
MR. HENSLEY 3

MR. STAMETS *

We wil

" Anything furthexr in this case?

‘thb;gg;further.

o ——

. Page ——

y under Yyour dir

we offer Exhibig Number .

1 take the case vndex advisement
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»was reported by me, and the same is a true and Eorrect record

Pago____. 12

REPORTER'S CERTIFICATE
. SIDNEY F, MORRISH, a Certified Shorthand Reporter,
do hereby certify fhat the forégoing and attached Transcript

of Hearing before the New Mexico Oil Congervation Commissior

I

of the said proceedings to the best of my knowledge, skiil and

ability.

Sﬂdney, /ﬂorrlsh, C S.R. 7

s
s <

ll
ify that the foregoing h

1 coupiels record of the procéedings in
the h}.;\mne:‘hedrlno of Casc Ko .2
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17
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iﬁimuafﬁsfﬁga OF:
» ’fap ‘ication of ﬂo:v

’ o Cdunty, New Mexico.

REFORE THE ‘
- NEW MEXICO OIL CONSERVATION COMMISSION

ganta Fe, New Mexico

January 7, 1976 - ‘

EXAMINER HEARING

‘ -qa——r-——i-—"-———n-——--———-‘-.-—-—n:----——-.- ----- -

)
)

) I

'n Natural Gas ).
any for a unit agreement, Eddy )
: )
)

BEFORE: Richard L. Stamets, Examiner

Page

-

‘* ‘ R TRANséﬁiﬁﬁ or HEARING

APPEA

RANCES

For the New Mexico Oil

For the Applicant:

‘ZWilliam F. Carr, . Esq. .

' Laegal Counsel for the ‘Conmission
'State Land office Building
‘Santa Fe, New Mexico .

a'AAttorneys at Law
“Hinkle Building

Harold L. Hensley, Jr., Req.
HINI’LE, BONDURANT COh & EATON

Rosweal, New Mexico




EEEPRY Y

AN, Ul W A ol e

R Rt e

,.,.-w.,
I -

—
rorke

gz

e
-

w

LR IEa VPN

T

Ims

o
)

-
s

w0

ER
e

i

sid morrish reporﬁng service

g Seivice
, . Santa Fe, New Mexico 87501

’ Generat Court Reportin
825 Calle Mejia, No. 122 |
Phone (505) 982-9212":

=

15
16
17
18

19

20

21

22

23
24

25

|

|
Page_ 2

1 INDEVX

2 Page
3| Ko He GRIFFIN

4 Dlréﬁt ﬁkamination by Mr. Hensiéy 3
5 v ,
' s| QASK-SCﬁW§iﬁFURTH!" ‘Af”“?*“

71 DiréEE ﬁxéhinatioh by Mr,vHenyley 7

:.Page

“Abﬁil@&ﬁt's Exhibit_Nu@ber Cne, Proposed Unit'ﬁgréééf

Applicant's Exhibit Number ?ﬁo,»GeOIOQical-Stu6y5"
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Page 3

MR, STAMETS: We will call the next Case, 5602,

fﬁR. CARR: Case 5608, application of Northarn
Natural Gas Company for a unit agreement, Eddy County,
New Mexico.-

,Mg;féTAMETS: €call for appearaﬁces in this case.,;

’MR. HENSLEY: If the Examiner please, Harold L. |
Hensley, Jr. of the firm of Hinkle, Bondurant, Cox and Eaton,

Roswell, New Mexico for the applicant, Northern Natural Gas

Company. We will have two witnesses, Mr. ¥Xen Griffi

Mr. Mark SchweinFurth.

s

2 "
15 ’

.|

18

’|

20

21

23

(TBEREUPON the w1tnesses were - duly sworn )

K H. GRIFFIN

callad as a witriess, having been first duly sworn, was

exanmined and testified as follows:

It e

DIRECT EXAMINATION

e

BY MR. HENSLEY:

0. Would you state your name, -please?

A, My name is K. H. Griffin.

0 ¥hat 1is your occupation, Mr. Griffin?

A I'm an independent 1andﬁan, Midland, Texas, represen

ing Nortﬁern Natural Gas.

Q Have you previously testified before this Commission

A Yes, I have,

MR. STAMETS: They will stand and be sworn, ‘please.




.
ja Page... 4
! 1 Q0 - And are those qualifications a matter of record
r 2 | hefore® the. Commissionr?
b 3 h. -  Yes.
i 4 MR, HENSLEY: Mr. Examiner, are the qualifications
. r : _ o 5/l of the witness acceptable? | ' s
6| MR, STAMETS: They are.
7 0 (Mr Henéléy ‘c‘dntfi:ﬁ»uing.) I will ask you,: Mr.
1 8 | Griffin, to please rofer to what has been markea’jfojr;_’i; |
g o || identification, sir, ag}g{l;:;tﬁii{it One and identifythat exhibit
'E :é: 10 i’f“you: will? | oo
8§§ 1 | A an i S rononed. .
Cwads i ~ Exhibit One ig the proposed unit agreementh,:for the
g‘gﬁé 12 || Magruder Hill Unit Area, Eddy County, ﬁew Mexidb:': |
-§§§§ 13’ - Q, Are there two sepa‘fate attachments in addltion to
.g §§§ 14~ t,ﬁ'é’ Unit Agreement itsé‘lf?’ " : R : . {
";, § 15 A Yes, to the Unit Agreement will be at’t’:’a’éhféfd Exhibit
:é 16.11. A whiéh';is a plat showing the ovnership and the outlj.ﬁe of
17 | the Unit area. The remainin»g attachment is Exhibit B whicﬁ o "
H 16' at tﬁis. time has not been prepared but will be & cdrhﬁ’l'ete
" 19 rundowr.{z,:,'bre,ak down of the ownership, including royalties. |
L 26 Exhibit A at this point does show all of the B
; ;b‘ ‘ 21 ownersh‘i‘p, acreage content, nature of acreage.
"~ 22 0 Including a break down of the Federal, State and
,” 23 fee acreage in the Unit?
# ' | i 24 A, Correcﬁ. The Unit covers two thousand, two hundred
) 25 | and fifty-seven point nine four acres, being two thousand and
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1 || eifty-seven point nine, four acres

3 patenteﬂ>land.

four, two pexcent,

8 percent.

7 Q. Sir, has ©he"

, 8v\the USGS as 1ogically subject to exploration and development

10 A~ We have ha g odlm

11 || we have their tentative apprbvali

12 Denver offlce now.
14 o  Has the proposed Unit area been

16 | py the Commissioner of Public Lands?

e A It has.

18 Exhibit Number Cne been previously approved by the’ USGS, the

The Fedexal jand being ninety-~one point one.
state belng one point seven,

5 “pefcehtfend the patented 1and seven point oh, eight,feix
pronosed Unit Area beenideeigﬁéted by
9 under the unitlzatlon provxslons of the minerals 1easing act?
ting with the USGS in; Roswell,

the formal designation

2 has”bééh requested and is peing processedmeﬁfeﬁ§h7tﬁeir

the form of unit agreement whlch is marﬁed as

of Federal 1and, forty

acres of State land and four hundred and sixty acxes of

geven, two

' 19‘ Commissioner of rublic. Lands ‘and this commission?
20 A Yes, it has. It eseentially is-a 1968 raprint
“21 ) that is. gtandardly used for ﬁﬁis type unit.
22 0. All right, sir, who is the designatedf@nit’eperator?
23 A Northern Natural Gas}COmﬁany.
24 o) Are all formations to be unitized?
25 A Yes, all formations will be unitized. ‘ “




- S
- Page_____—____,_!l_...n.________
K 1] 0. what are the prd%isions with‘respect to the initial
- 2 || test weli? o
. 3 h;‘ The un1£ agreement proéides for the commehcement
) . all of initial walls w;thinsixmonthsugﬁ_approval and we will
5? 5 «d%ill,éﬁ §1even thousand, four hundred féétvmdfibw test at an

Aaﬁproveﬁ?locatibn.

o Vhat {s the plan for unit gevelopment aubsequent.

co the test well? o

~p v The 19€8 reprint provisiohs essentiafiY‘?deide for

1ol a Bix months plan of”development to be filed gﬁ'A$§§EOVed by

1 the SupervisoT:s the COmgissidher and the CommiQéi6ﬁff

S R Mﬁ, G:;ffin, what is;the present staﬁué‘dffthe

(505) 982

22, Santa

Phone

dONmItméht to the unit agreement of the workiﬁg?inﬁ;réstuin

1

No.

14

Gen‘éml- Court

g25 Calle Mejia,

thefprquSed unit;area?,

16 | A We anticipate an'e£6ess of ninety perdént §1qn up
16 | and pafticipation in the unite i

17 [\ 1 agsume that niﬁeéy percent commitméﬁt wduld-afford

18 | effective control of opéfatiﬁﬁs?

3 19\ Y correct. ‘Actually we will have effective qontfal

-b “*;a o 20 ~,of'.fé.vei‘:y';’)c‘ﬁie-z*.*:.ia.l prorationjpnit and theeffective sign up
¥i‘,2' ‘ 21 should actually be ip excésshof nineﬁy—five peféeﬁ%;fﬁh

t o 22 Q-. In your opinion. gir, is the unit aqreemant'in the

! “ 23 intereét'of coﬁservation andeill it prevent waste and protect

24 correlative rights?

25 A ves, sir.
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1 Q .  was gxhibit One prepared by you OX under your
2 || direc gupervision?
3 A Yes.
4 ‘vﬁ“fMR. HENSLEY: Mr. gxaniner, we move the introduction
5 || of Exﬁibii'One~at:£his"time.*( |
6l :-':_ ‘ "ma. STAMETS gxhibit One will be aami‘ete;d:ﬁ%
7 : o (TYEREUPON, Applidapt's gxhibit One was |
8 : i A.admitted into evidence .)
9 - "7~J% MR, éTﬁMETS: ,Are there any question§J6f5€ﬁ§
io Qfﬁness? He may be excused. j - .-ff“%iv -
1 | - v.’(Tu REUPON, the w1tness waa excueed;f!’
M R MARK_SCHWEINFURTH

13| called as a witness, having been firast duly sworn, ﬁag

14 | examined and testified as follows-

15

16 - DIRECT EXAMINATION

| pY MR, HENSLEY:

18 ' Q Wwould you gtate yodr name;foccupationiandiby whom

19“ you are employed, sir?

20 o My name i8S #aTk Schweinfurth, I'm & geologistrand

2T I'm employed by Northern Natural Gas company in Midland,
22 || Texas.

23 Q Have you ever tesaified pefore this Commissian prior
2 || €O this appearance? 7

26 p  No, 1 have not.
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1 | (1 For the benefit of the Examiner, sir, would you ’

" 2l please étete your educational background?

A - T received a Bachelor's degree and a Master 8 degree

o 3
iél . -
:T'"”"f”“““"””i'”“”“7v'"'”m 4| in science from the University of Cincinnati The.Master 8
N -
ﬁi't'

degree was in 1958, From there I worked as a geologist for '

California Company in New Orleans, Tidewater and Getty 0il

TL¥
o

. . 7 COmpanies in Midland, Texas and now Northern Natural Gas
;i, i3~ 8 Company.‘
7 é*;T 3 s 0 You have been gainfully employed then as a practicing
v 'il ~ . U !
Cied R ¢ « ‘ i
"_T 'E 8 10ligeologist ‘since your qraduation°
(0 epdde 1 A, That is correct. ,f. e
o WA S ‘ S
[ . o :
§ . 'E §;§, 12 ' MR, HENSLEY- Are the qualifications of the witness I
% %55;"? ‘ , AR S
: = Ege 13 acceptable, Mr. Examiner? SR %
L. ESeE 2 f o
L E §§5 1 MR. STAMETS: They are. | |
i 8%% o ) S ' : ¥
g - o) 3 154 0 . (Mr. Hehsloy continuing.) Have you caused a
1 z, w O . o e u
: - 8 16 || geological study of the proposed ‘Unit Area, Mr. Schweinfurth?
§'; 17 A I'have.
§ g '
L 131, ¢ What were the results of the study and what data
ey | ‘ i
‘ 19 [l did you consider in connection with that study?
P 20 A Structurai and stratigraphic studies were both
IR \5 e 21 undertéken. The structural éfudy was done by seismograph and ,
C T 22 || it indicates a northwest-southeast trending structural ‘
- 23i anticline in the area of the Unit.
§4 24’ The stratigraphic studies indicate thét'the Morrow
£ 25”?sand,vwhich is the priﬁary reservolr in this area, is prasent l
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.
under the Unit and will be broductive from studies in the a
Catclaw praw field to the north and from log analysis of . “
‘several wells in the area around the Unit which are designated
with red triangles. |
"Q o ‘Are the results cf“YOﬁr study ind ; eﬁ da by Exhibit a}

TWO Wﬁich has been marked for identification?

p . They arxe.

Q-f ‘What conclusions do you draw from th£B eiH£bit,}ﬁr.

Schwejnfurth? B - S ﬁcgf. N
':A * From the ekhihlt it indicates that there is a . ‘

structure in the area of the~Un1t, it also indicatee that from

iog ana vysis the well to the north of the Uni kr -asvthe_ “

A

Gulf 011:Company Number 1 Hackberry Hills Unit, is productive

‘in the Strawn forﬂaticﬁ. It has produced to date approximeee_

.16

in this well was net tested but log analysis indicates that
{t is productive. -

. rhe well to the southwest cf the proﬁ%séé;ﬁhit, kno
as the coquina FAF Number 1, was completed in 1975 as a

< [

Cisco Canyon diScoverf,

“mhée well to the south of the Unit on the plat shown"

as the Honolulu Number 1 McKettrick Canyon Unit.

0 That's in Section 252

g

A In Section 25. It was completed as a shut—-in Morr

gas weii'{h"1961. Subsequent to that time Western Oil Compan

i
!

two and three guarter billicn cubic feet. The Morrow gestion “




B T
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;{‘fiji

4 approximately a million cubic feet of gas per day.

Another pertlnent well is the well in Seotion 29 to

'_ +
N

Nggkh-i¢n 6| the southeast of the Unit,which was completed in 1975th Cherr)

: E <y e !
T
: SRR B : ‘ ;
- AT Lo e
B3 PN R
Y L

7 Canyon discovery for five point four million cubic feet per

glr'“f" © These studies ihdibﬁte that the chances of Morrow,

10

T
4
1ce

porting Service -

ta. Fe, New Mexico 87501

(505) 9829212

2 0 1s your‘primary‘oﬁﬁective the Morrow? = -

>

Yes.

Y

Phone

34 - When will the test well be commenced?

_,_ Eane

General Court R

825 Calle Mejia, No. 12

YR VSR (X IR,
- S

Q
'~15 . A’ As soon as the administrative paper work ‘18 completa

I f
d’'morrish reporting sery
2, San

—‘SF
’ -

. 8il

16 hopefully within sixty days.'

s ' Y, Q , Approximately how long will it take to drill the
S B 1n1t1a1 well? S S e T "
19 " A . Approximately sixty days.

20 Q What have you calculated the approximate or estimate.

T

21 || cost of that test .well to be?

e o o ‘ |
' B ) ' : Page 10 4 o
5 R attempted to complete the well as a Morrow discovery but were ‘
o 2| unsucessful. - v ‘
. d | |
- e w~49 ‘the time of Hon 10lulu’e completion the well flowad|
-
[
I‘

“; 22 _ A Between six hundred and fiftyﬁend seven thousand
‘;- 23| dollars. | |

724 ' Q In your opinion, Mr. chweinfurth, do you feel thet,,_m
- 25 | the proposed Unit area contains recoverable oil and gas reserst?




IR

e Page 11

ST R ¥ Yes.

;?i" ) i T
gi; 2 0 Will the proposed unit promote the prevention of

§>ﬁ , 3 || waste and the protection of correlative rights w1thin the
g;’ ' 4 || unit area?
5 A Yes.

6. Q : Was Exhibit, Two prepared by 'you or under vour direct

7 'éupérvi‘ion?‘”
8| ’k':‘ers, it was.

9 o MR. HENSLEY: Mr. Examiner, we offer Exhibit Number

rvice

S

vy

% .

8 10 || T™wo, please.
=

3

Q

3. M| MR STAMETS: Exhibit o wil; be admitte_?a

Service

12 | (THEREUPON , Applicant's Exhibit Number Two .

13 {1 o was admitted into evidence.)

hrepoﬂﬁﬁése

14l . MR, STAMETS: Any questions of the witness? He

S
S 2
1
S
|
e
S‘;k
i i
¢
3

Phone (505) 982-92)

XTis

General Court Reporting
825 Calle Mejia, No.' 122, Santa Fe, N

d mo

15 | may be excused.

el o (THEREUPON,>theVW$tﬁess was excused.)

i g e ke e A £ SRR A PR, b
«

: ‘ 17 | MR, STAMETS : Apything further in thfg'GQEé?
%Fﬁ . | 18 ' | " MR, HENSLEY: Nothing further. . |
‘2;4 10 MR, STAMETS : We. -illute he case under advisement oL
@
21
el 22
- 23
) | 24
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- 2 . REPORTER'S CERTIFICATE
_ 3 I, SIDNEY F. MORRISH, a Certified sShorthand Reporter,.
. ‘ T s l do hereby certify that the foregoing and attached Transcript
= il of ,}Iea'riing,beﬁg;:g the New Mexico Oil Conservation Commi.ssion “
6 || was r‘e’pof'ted py me, and the same is a true and correq_t yecord ||
7 l of the said proceedings to 1‘:1“‘ @ fs}cill and
8 ability. ', /]
. @ ® , ‘ 1 / :
a8 10 AR : ”M / S
E»_ag B . o | smney F/,Moi:rish,!c s R, !
=R . E - . ! o :
Egm:; 12 L & : : : o . 4
2S48 | I
g 3§ ;
% 15 ‘ o
~ [
2 3 A
8 16
L G0 fereny ceriiin e
‘ v f ' a cos Ap*gee)./rz(j*rgiint_‘nw he fore g9ing 18
) B - - SEiva v ”.L 25 in
1 L ) 18 : the EXd:llIlE‘%I‘.heu;ldS of Casc NU 5‘;0& : «
= » ‘ e - -, ----------- - W2&.
- 19 ' L
A acame W S = Ve — 1
ow Mexioo 011 Conservation Cpmﬂ]lSsTo:er |
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KENN-ETH H. GRIFFIN
GARY G. BURNETT

'0IL CONSERVATION COMMISS ION
State Land Office Building

Santa Fe, New Mexico

Gentlemen:

In acﬂordance with Order No. R-
copy of the Unit Agree
this instrument 1nc1ud

;by the U.5.G.S. and The Cex
~af. Public Lands., The ratifications att

to Northern Natural Gas Company, Operator,

87501

ment for th
es copies of The Certifi
Oayed ficate of ADDrova

d) l(DQOPEQtLSL*

GR!FFIN & BURNETT, ING, S

April 15, 1976

Re:

e subject unit.

are also sub]ect to this agreement.

Union 0il Company of California
Inexco 0il Company
J.M, Huber Corporation

Robert N. Enfield,

et ux

Please let us know if you need any a

to this unit.

KHG/ 38
Enclosures

ce: Mr. C. F. Keller
| NORTHERN NATURAL GAS COMPANY
Wall Towers West - :

Midland, Texas

79701

You

File #3002
McGRUDER HILL UNIT

Eddy Countx, New Mexico

Case No., 5608
Order No. R-5150

5150 we eunclose herewith an executed
You will note that

cation-Determination

1 by the, Commissioner
ached reflect “that in addition
the following companies

Tom Brown, Inc,

James P. Riggs, et ux
Atlantic Richfield Company
Gulf 0il Corporation

dditional information relative

Lex

verx

<23 Fo. "
801 PETROLEUM BUILDlNG
MIDLAND, TEXAS 79701
915 683.2705

Aoy e e

e e e S B BN B ST T A.«M




CERTIFICATION--DETERMINATION'

e - Santa Fo
"*P"rsunnr to the authority vestéd in the Secretary of Interiour,

 under the act approved February 25, 1920, 41 Stat. 437, as amended,
30 U. S. C. secs. 181, et seq., and delegated to the Area Oil and Gas
! ’ : pervieors of the Ceological Survey, I ‘do her:by:

‘A. Approve the attached agreement for the developmeht and

operation of .the McGruder Hill Unit Area,

' State of New Mexico

B. Certify and determine that the unit plan of development
and operation contemplated in € he attached agreement is necessary and
adviaable in the pixblic interegt for the purpose of more properly '

conserving the natural resources,

~C. ' Certify and determine that ‘the drill ing,: produci_‘ng,

rental, minimum royalty, and royalty requirements of all Federal
leases committed to sald agreement are hereby eetabliahed altered
-rhnnged or revo.:c:‘. to confonn wit:h the terms and conditions of this
agreement, T ' T s e N

Davea April 13, 1976 .

///77/ & ///’/4"4////‘/ g .
' _ . Acting Area 0il and Gas ‘Sup sor
; E United States Geologi 1 Survey

Contract Nﬁmﬁer 14-08-0061:11{274 : o ) ; ]

e e




 NEW MEXICO STATE LAND OFFICE™

BT - CERTIFICATE OF AFPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO SRR ll :

MCGRUDER HILY UNIT B R | S
N : - __EDDY COUNTY, NEW MEXICO_ /.

i
{

There having been. presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement
for the development and operation of acreage which is described within
the attached Agreement, dated Januaxy 5, 1976 , which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

/
e OB I P e 1 P 1y A et 1 5 o b 2

S (a) - That such agreeﬁent will tend to. pfomote the conservation
RN © of 0il and gas and the better utlllzatlon of reservoir
: energy in said area.

T o ' (b) That under the proposed agreemenﬂ the State of New Mexico ' §
T Yo R will receive its fair share of the recoverable oil or gas :
BE in place under its lands in-the arvea.

: ;
(c) That each beneficiary Institution of the State of New ;
Mexico will receive its fair and equitable share of the !
recoverable oil and gas under its lands within the area.
e - () That such agreement is in other respects for the best l
interests of the state, with raspect to state lands, _ “ ey

NOW, THEREFORE, by virtue of the authority conferred upon me under i
Sections 7-11-39, 7~11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexico ;
Statutes Annotated 1953 Comp11at1oﬂ I, the. undersigned Commissioner: ;
of Public Lands of the State of New Mexico, do hereby consent to and
approve the said Agreement, however, such consent and approval being
limited and restricted to such lands within the Unit Area, which are
effectlvely comnitted to the Unit Agreement as of this date, and, further,
that leases insofar as the lands covered thereby committed to this Unit
i N Agreement shall be and the same are hereby amended to conform with the terms
(AR of such Unit Agreement, and said leases shall remain in full force and ef- _
‘ fect in accordance with ‘the terms and conditions of said Agreement. This
approval is subject to all of the provisions and requirements 'of the afore-
said statutes. ; |

o —

R T L - IN WITNESS WHEREOEK this Certificate of Approval is executed,w1th bﬁgl
‘ affixed, this __ 2th.. day of April 5
s . ’
? - i
L. ‘ : ' Y P freere
: - COMMISSIONER-OF PUBLIC LANDS |

of the State . .of New Mexico
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1 ~ UNIT AGREBMENT

2 'FOR ‘THE DEVELOPMENT ‘AND OPERATION |
3 OF ‘IHE e e RTE T
4 | | McGRUDER HILL UNIT AREA

5 COUNTY OF EDDY

6
7

STATE OF NEW MEXICO

| N,
‘%’ 8 THIS AGREEMENT entered into as of the Sth - day of January _ '
X >. 9 1976, by and between the partiesAsubscrtbing, ratifying or consenting hereto,
>?{ ~: 10  and herein referred to as the "parties hereto". ~
ok 11 WITNESSETH:
- ??:fogifz » 12 . .lwiEREAS, the parties'heietO“are the owners of working? royalty, or
:E‘ﬁ‘<fk? “iS other o0il and gas intereéts in the unit'arga subject.to this agreement; and
14 " ‘WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
. Zifg 15  amended, 30 U.S.C. Secs. <181 et seq.,'authorizes Federal lessees and their ﬁi
.%% : ﬁ _ 16 representatives to unite with each other, or jbintly“br separately witﬁr<
e g: _1_,7;",- others,_in collectively 4dopting andt,or'ierating ‘a_cooperative or unit plan
% ‘i8‘ _ 6ftdeve10pment or operations of any 011 or gas pool, f1e1d or like area, of-
2 19 | mthény,part thereof for the purpose of more properly qgnserv;ng the natural ‘
% 20 resoﬂrces'thereéf wheneVet determined and-cértifiéd by the Secretary 6f
-? ;gi 1“21 .-, the Interlor ta. be necessary or adv1sab1e in the publlc 1nterest, and
s 22 . WHEREAS, the Comm1551oner of Public Lands of the State of New Mexico
23 is authorlzed by an Act of the Legislature:(Sec. 7- 11 39 N.M. Statutes 1953
© 24 Annotated) to consent to or approve thls ‘agreement on behalf of the State
: ZS- - of Néw Mexico, insofar as it covers “and 1nc1udes Iands and.mlneral 1nterests‘
1 26 “of the State of New Mexico; and
| 27 WHEREAS, ‘the 0il Conservation Commission of the State of New beiéo‘is,
28 authorized by an Act of the Legislature (Article 3, Chapter 65, Vol. 9,
e Z5 — Part 2, 1953 Statﬁtes)"to"approve'thié é“reemeut and the conscrvation. Prcvs icns .
L o 30 hereof; and
: 31 WHEREAS, the parties hereto hold sufficient interests in thé.Nthuder
32 Hill Unit Area covering thellandhhereinaftgr;described to give reééonablyv

33 effectivé_cbntrol'of operations therein; and
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16

17

18
19

22

23

24

25,
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27

28

- 29

30

31
32

33
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~WHEREAS, 1+ tethe purpose-of the-partles hereto.to-conserve.natural

resources, prevenf wasfe, and secure other berneflts obfalnablé Through”

developmenf and operaf!on of the area subjecf fo this agreemenf under the’

ferms, conditlons and |imitatlions hereln‘“%f forfh,

NOW, THEREFORE, In consideration of the premises and the promises hereln

contained, the parties hereto commit to this agreement thelr respective.

"selves as .follows:

1. ENABthGxACT~AND:REGULATIONS._

Tnterests in the below-defined unlt area, and agree severally among them-

25,7 192G, as amended, supra, and all valid pertinent negdla?iOns, including

operating and unit plan regu]anons, heretofore issued thereunder or valid,

and made a part of this agreement as to Federal lands, provided such regula-

“:pertinent and reasonable regulations hereafter Issuedkfhereunder are accepted

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

_Federal Iands;’1he oi! and gas operati

effective date hereof goveraing dril i

consistent with the terms herect or- +hn Iawc of the- C?afe of which_the non-~-

ng regulations in effect as of the

ng and producing operations, not In-

Federal iand “Is located, are héreby accepfed“and made a parf of Thlé'agreemenf.

2. UNIT AREA.. The area’specified on the map attached hereto marked

Exhibit "A" is hereby designated and recognized as consfifUTfng'fhe,unif'area;

vconfaining 2 257.94 acres, more or less.

Exhlblf VAN shows, in addition to The boundary of The unnf area, the -

boundaries and Idenflty of tracts and leases in said area ‘o ‘the extent known ‘

the exfenf known to the Unit Operafor

ownershsp of. oll and gas |n+eresfs in:

nothing hereln or in said schedule or map shall be consfrued as a representa- .

tion by any party hereto as to the ownership of any interest other than such

party. Exhibits "A" and "B" shall be

-to the Unit Operator. Exhibif gt affached hereto is a schedule showing fo

The acreage, percen?age, and kind of .

~all Iand in 1he unsf area. However,

inferest-or interests as are shown in said map or schedule as owned by such

revised by the Unit Operator whenever

changes In the unit area render such revision necessary, or when. requested

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

_when requesfe& by .the Commissioner of Public Lands of the State of New Mexico,

z

The Mineral -Leasing Act.of February,
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15
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19

20
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22
23
24

25

26

27 -

28

<29

30

32
33

horelnafter refersed to as "Comnxssioner", and not Iess than five coples
of tho rovised exhlblfs shall be flled wlfh fhe Supervlsor, and fwo coples

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

/Mexico Ol Conservation Commission," herelnafter reforred to as "Commlssion".

The above-described unit area shall when pracflcabie be,expaﬁded to
Include thereln any additional lands or shall be contracted to exclude lands
whe;éVer such biﬁansion or cOhfraé%ion-!éwdéemed to 'be necessary ‘or advis-
able +6 cénform wifﬁ the purposes of this agréemenf{ Such expansion or
contraction shall bb effected in the following manner:

(a) Unit Operator, on its own motion or on demand of_?he birecigrr

of the Geological Survey, hereinafter referred to as "Direcfof“, or on de-

mand’ of the Commissiorier, affer preliminary concurrence by fhe Direcfor

and ihe Comm:ssvoner, shall prepare a notlce of proposed expansion or con-

traction describing the contemplated changes in the boundaries of fhe unit

aféa,,The~reasons:Thékefoﬁ, and the proposed effective date fﬁereof, pro=~

farably the firct day of a month subssguent

(b} Said néfice shall be delivered fo the Supervisorﬁwfhe'Commissioner‘

‘and - the Commission and copies thereof mailed to the a5t known address of ..

each working Inferesf owner, Iessee, and Iessor whose lnferesfs are affecfed

advuglng that 30 days wil! be allowed.for submission to the Unit Operafnr of

s
3

any objecfibns.
(c) Upon exp|rat|on of the 30 day period provlded in fhe precedtng
11em (b) herpof Unlf Operafor shall file h-fh“fh —upervlsor, ‘the Commis-

sloner and the Commrssnon evndence of malllng of fhe notice of expansnon 5

Aor confracflon andfa copy of any obJocflons thereto which have been flled
wnfh the Unit Operator, Togefher with an application in sufficlent number,
for approval of such expan5|on or contraction and wnfh approprlafe JOinders.
| w(d;! Affer due conSIderaflon of aII perflnenf lnformafion, The expan5|on

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

+he Commission, become éffecfive as of the date prescribed in the notice

\ W%here&f}”;”

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

-

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

. N A
IR P A

B o o e S o st

g

e
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I - surveys unusually large iofs or tracts shall be consldered.lﬁ multiples
2 of 40 acros or the ncarest al Iquot equlvaleef thereof), no parts of which
3 .are enflfled to be in a parflc!pa}lng area on or beferélfhe fifth annlver-=
‘ T 4 sary of the effeet!vemdafe'et the first Inltial parficlpating area estab-
‘ 5 | ished under fhls'unlf %grecmenf, shall be eliminated automatically from
% 6 this agreement, effectlve as of sald fifth annlversary, and such lands shall
?‘ 7° no-longer bea part of the unlt area and shal}- no longer be subject to this
2 8 agreemenf, unless dillgent dritiing operations aré In progress onunit vzed'
.9, | Iands not enixfled to. participaflon on ;;rd fnffh'annlversary, In which evenf :
f”11;~_w_m,h. ot 0 aII such lands shall remaln subject hereto so long as such drll?lﬁg opera- é
(;-é Y ”Tlons are ‘continued diligently with not more than 90 days' fime elapslng %
. LA ; between the completion of one well and The commencment of the nexf well. %
13 , AI! legal subdivlslons of lands not entifled to be In a particlpating area - ~ - 2’
14 | within 10 years after the effective date of the fnrsf |n|+ia| participating é
15 area(approved under this agrzement shall be aufomaf:cally eliminated’ from %
16 1h!s egreemenf as of sald }ehfh anﬁivérsa;y. All Iendsfproved productive:- | %
17 by diligent-drii1ing operations after the aforesaid S-year period shalf .
218‘ beco&e parficibéf!ng in fhe same'mehner as duéing eald 5—year pe;ioda How- -§~
s eVer} when such’di]iged+ dr;lling operations ceaée;'all nonpaFficfpafiﬁg %
20 lands shall be aufoma?lcally ellmlneTed effective as of the 9lst day fhere— g:
21 after.’ The Unlf Operator shall, wifhln 90 days affer fhe effecfive date of »
: 22 fany elnmlnafion hereunder, describa the area so el|minafed +o fhe saf;sfac-
;el ' ;'. - 23 ticn of fhe Superv:sor and the. Commnssnoner, and promptly noflfy all parties
- v 24 in interést.
: 25 1f conditions warrant exienslon of ‘the 10=ysar period specifled in
Cmems ?; 26 ~ this'subse cf{éhk?(ei, ) eiﬁ§fe extension of hotifo'ekceed éﬂyeaéeuheylbe-
vé7 “accomp|ished by-consent of the Gwners of 902 of the working intérests in 1he
28 current nonparticipating unitized lands and the owners of 60% of the basic
29" ©  royalty intérests (exclusive of the basic royalty interests ">f the ‘United-
_2 30 States) in nonperiicipafing unitized Iends'wifh approval of ;Be.DirecTor and
i[fgevm, N o % 3! . Commissloner, provided such extension application is submiffed to the Direcfer
32 and Commissioner not later fhaﬁ.éo days prior To.fhe explrafiqn of said ten-year
35 period. ) ,
-4 -
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Any ex?anslon;of the unit area pursuvant to thls sectlon which embraces

lands fherefefere'eiihfnaned pursuant to This subsection 2(e) shall.nof‘be

consldered automatic commi tment or recommltment of‘sueh lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this

agreement shall constitute land réeferrad to herein as "unitlzed fand" or

_ "land_ subJect to thls agreement". Al oll and gas In any and all formations

of the unlfléed land ere unitlzed undes Tﬂe;+erms of- this agréemenf and hereln
are called "unitized subsfances“ .

:..A, UNIT. OPERATOR.  NORTHERN NATURAL GAS COMPANY is Hereby designated as. Unit
Operafor and by signature hereto as Unit Operator agrees and consents_to
accepf The dufies"and bblﬁgaflbnc@of Uhivaperafor for the discovery,
development and production of unlflzed substances as herein prOV|ded When-
ever reference Is made herein to fhe Unit Operafor, such reference means
The Unit Operafor acting in that capaCITy and not as an‘owner of interest
in unlfized subsfances, and the term "working |nferesf owner" when used

hereln éhall include or refer o Unit Operafor_as the owner of a werking

[« 8

s bees B e e
1S OWNne 1+ t e ;
: /

o~

5. . RESIGNATION ‘'OR REMOVAL OF UNIT OPERATOR. UninOPeraTer shal |

“have the rlghf To resngn af any time prlor to +he esfablnshmenf of a

parfncnpaflng area or areas hereunder, but such re5|gna||on -shal} not
L ]

become effective 'so as“?cwre!ease Unlf Operafor from the duties and obliga-

"fuons of Unit Operator and terminate Unlt OperaTor s rlghfs as ‘such-for a

perloo of 6 monfhs after nofice of |nfenf|on to resign has boen served by

Unit Onerafor on all worklng"lnferesf owners and fhe Supervusor, the

Commjssioner and the Commission, and“until all wells then drilled here-

uﬁaer are_plaeed‘in a satisfactory condition for suspensibﬁ or abandonmenf ‘
thchever is required by the Supervisor as to Federai lands and by the Com-
missioner Tes to State and prive%ely owned Jands, unless a new Unif Operator
shall have been seieéfee and approvee and shairrhave faken err and assumed
the duties and obligations of Unit Operatos prier to the expiration of seid a
peried. \ |

‘Unit Operator shall have the right to resign in-like manner and subject

- to like limitations as above provided at any time a participating area

etk S




m— - L
- R esfabllsheajhereundér 1s In ex!sfénce, but, Ih all lnéfances of }eslgnaflon
2 - or removal, untll a successor Unlt Oporator {s's=iecidd“aﬁdAapbrovéd as
3 horelnafter provided, the working Interest owners Shall be jointly respons|-
4 ible for phﬁ?brﬁénce oflfhe duffes of Unit Operator, and shall, not lafer
{A 5 than 30 days before such re§ignaTIon or-removal becoﬁes effectlve, appoint
 5' 6 a common agent o represent them in any action to be‘i§kéﬁ“héF6ﬁﬁaér.
éé 7 :The resignafjbn of Unit Operator shéi! not release‘ﬁhif Ope}aTOr from -
% 8 any llability. for any default bylif“hereundqr occurring prior to the offec-
W % : 9 tive date of its résjgﬁaflon. - o s -. |
. : o The Unit Opefafor.may, upon default or failure in the perfofmange of /'
é S ifgydgfies or obligations hereunder, be subject To_removal'by'fhe.éame
: 12 pefcentage vote of the owners of working Interests as herein provided for
-is the. selection of'aﬂhew Unit Operator. Sucﬂﬁﬁemoval shall be effective
’i 14  upon né?icetihefeof'fo-%he Supervisor and fﬁexCommis§ioner._ - /( é
i5 | | :Tﬁe‘fesignaffon or removal of:Unif‘Operafdr”UAderifhés agreémenf shal | é
; A}é . vnof'}erminﬁtéli%ﬁ righf;"tiflémor infereSfjaS'fﬁe owner of a worklng inter- “%
' § 17 est or ofher_infe}esf in unitized substances, but upon the resignation or - §
% 18 - ‘removaliof Unif Operator becoming effective, such Unit Opérafor‘shalli g
‘§  19 déIiVerApossession‘of‘all wells, équipmenf; ma%erfals aﬁd appd?fenéhces used (
T % 20 in conducting the uﬁif‘operafjohs to the new duly quaik%ied successor Unf%
\ “ig 21 ppéra1or or to the common aéépf,‘lfj;o such neJ:Unff Operator is elected,
-§ .éz to bé used féry?he'purposevof céhducfing‘unlf_operafions hereunder. N&fhing.'
‘% 23 herein-shall be construed as authorizing removal of any material, equipment
§ 24 | and appurtenances needed for the preservation of aﬁy_wel!s. ,
*% | 7 2% . 6. ‘SUéééésbkﬁUﬂiT”6?ERR?OR. TWhégéVérrfhémbA{T 6§éf§f6r‘shal1 tender
% 26 ‘ ﬁhfs or its resignation as UhifAOpeEafor cr shall be (emoved»és hereinabove
% 27 provided, or a change of Unit Operator isvnegotia+ed by working interest
s 28 - - owngis, Lo owners of he working inferests ‘fﬁ""’%‘ﬁé’"";iéﬁ'i"c"'i}is%}'ﬁé";’rea or
; 29 areas according to thelr reépecf!ve acreage in}erests in such parficipéfing
ﬁ‘ : % 30 {area or areas,‘or, unfil‘a parficipafln@ area shall have been established,
g 3) the owners of The'working laterests accordfﬁ§;¥5_?ﬁéff resbectfve,acreage
= 32 | interests in all unitized Ianq,'shall By majorify-vofe select a successor °
33 Unit Operator: Pfovldéd, Thé?} If a majority but less than 75 per cent of
e B




1 . the worklng Interests quallfied‘fc vote are owned by one party to this _

2 agreemenf a concurring Qo*a of one cr’more addlffcnal working Interest
3 owners ‘shall be requlred to selecf a new operator. Such selection shall
%; R not become affective until .
‘k % 5 (a) a Unnf Operafor so selecfed shall accept In writing The duties
t % 6 and responsibil|+3es of Unit 0pera+or, and .
| 7 (b) the selecflon shal | have been approved’ by the Subervusor and
. 8 - The Commissioner.
' 9 1f no successor Unit Operator is seiected and qua{ifled as hereln ;“
L id , provaded “+he Dnrecfor and Comm:SS|oner -at Their\elecflon may declare . é
: %v- i! . _this unlf agreemenf termlnated. _ | E
o 12 7. ACCOUNTING PROVISIONS AND NI T OPERATTNG AGREEMENT. I the
~;j; 13- Uhif‘Opera%or Is not The sole owner of working interest, costs énd'expenses é
ffﬁ I4 incurred by Unit Operafor in conducting unlf operafions hereunder shall be E
- f A5 - pa .d and'appe rti o;gd amcﬁg'and borine by the owners of w orxlng lnTeresTs, |
§ {ﬁ ’ all in accordance with the agreemenf or agreemenfs enfered into by and ' % | ©
“ é J7 befween The Unit Operafor and +he owners of workling |n+eresfs, whefher one E
,»% i8. ; or more, separately or c01lecT|Ne!y. Any agreement or agreements entered %
;“g 19  into between jﬁe working interest owners and the Unif-Qperafor~as'provldea
,NE-- 20 . in this section, whether one or more, are herein refekr;a to as the Munit .
§ 21 ; operating agrcemenf"; Such unit opcraflng agreemént shall also bcdviéé” B
é 22 fhe manner; in.which the working Inferest oNners shallvbé entitled to receive
§ 23A fhelr respec*lve proporflona?e and allocaTed share of the benefits accruung
% J24 , here+o in conformlfy with their underlylng operaflng agreemenfs, leases or
g _ ,25. ofher Independenf confracfs, and such other rights and obligations as be-
:é 26 Tween Un;f Operator and the worklng lnferesf owners as may be agreed upon
27 - ‘by Uniy™ Operé}cc‘and 1he worklng rnferesi:?wners, however, no such unuf
,E 28 operaf:ng agreement shall be deemed eu%he; to modify any of the ferms and
% 29 condifions of this unit agreement or to relieve the Unit Operafoc"éf’any
3 g 30 . rlghf or obligaflon esfablished under ?hns unlf agreemenf and in case of any
? % ~31 'anconsisfency or conflict’ befween this unit agreement and the unit operating
z g 32 agreehenf,qfhlswuniihagrqpment shall-govern.i.Three~frue<coples“of-any~un!f , f
?‘ 33 operating agreement executed pursuant to }hfs sectlon should be filed with . }
. |
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“substan src sable of being produced in paying quanfifues, the Unit Operator

The SUperQIsor and two truecoples with the Comm1ss|oner and one fFrus copy— T

wlth “the Coimis !'ﬂ;-nrlor to approval of *hls unlt agreement.

8. . RIGHTS AND OBLIGAT|0“S ‘OF UNIT OPERATOR,  £xcept as otharwise \
speciflcally provlded herein, the excluslive rlghf, prlvl!ege, and duty 3&
exerclslng any and ‘all rightsof the parties hereto whlch'are necessary

or convenlent for prospecfing for, producing, s?orlng, .lloca1lng, and

dIs?rlbufing the unlfl7ed substances are hereby delegated 1o and shall be

exercised by the Un!f Qperafor as herein provided. Acceptable evidence of

 title to sald righTs chall be deposited with sald Unit Operator and. together

with this agreemenf, shall constitute and define the rlghfs,‘prlvllegeé; and
obllgafiens of Unit Operator. Nothing hereln, however, shall be consffued
To transfer title to any tand or Yo any lease or operating agreemenf, if
being undersTood that under this agreement the Unit Operator,. in Its copacity
as Unit Operafor, shall exercise the rights of possession and use-vested in
%he parf|es herefo only “for ‘the purposes herein specified.

9. DRILLING 70 o‘scoveav. Within 6 month stter the effective date
hefeof, the Un:f Operafor shall begln 1o drill an adequa*e test well at 2
Iocafuon appuoved by the Supervnsor, if on Federal land, or by ‘the Commissioner
if on Sfafe land, or by the Commission If on fee Iand, Unless on such effective

daTe'a Qé|| is being drilled conformably wnfh the terms hereof and fﬁereafTef

continue such driilidg diligently unTil the Moyrow  formation has been tested

or until at a lesser depTh unitized subsfances shall "be discovered which can

be produeed in payipg quan+ifie5'(fo~w11. quantlfles sufficient fo repay the

ting; complefnng,_and produ01ng operaTions, with @ reasonable o
profit) or the Unit Operator shall at any Tlme bsfabl|sh o The satisfac f:ge,e”,w
of the Supeersor if locateu on ‘Federal lands, oF the Commi551oner lf Iocafed
on State lands, or the Com@|5510n i located on fee lands, that further dritl=

ng of sald well would’ oe(anarranTed or |mpracf|cable, previded} however

that Unit Opera?or shall not in any event be required 1o dril} sald well to

a depfh in excess of 11,4 ~feet, Unfll the dlscovery of a deposiT of unitizec

shall confinue drlllupg one well at a t+ime, allowing not more than 6 mon*hs

petween the completion of-one well and the beginning of +he next well, until

-8 =
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V0 T awell capable of produclng unlfized subsfances ln PaY|“9 quanflf!es

. 2 Is c0mplefed to the satlsfaction of sald Superv!sor If on F;deral !and,
; 3 or the Commisslonar 1£ on State ) ¢f* crifhe Commizsion if on fee ‘Tand,
~; 4 or untll 1t Is reasonabl~ :ff‘é%? h;f the unitlzed land is Incapable of
§ 5 producing unitized substances In paying quantities In the formations drilled
; 6 " hereunder. Nothing In fhls_secf!on shall be deemed to 1Imit the right of
§ 7 the Uﬁif,Operafo} fo res[én as provided in Section 5 hereof,.or as requir-
% 8 ing Uﬁif Opera}or to commence or continue éhy dritling durlng the period :
;i | § 9 ... pending sUEh_regIgﬁafionﬂbgcoming éffeéf!ve in-order to comply with the" Q
=% 10 .requiremen+s of this seéfiop. The Supervisor and Commlsslonéraﬁay modify @
- f% 1) _the drilling fequiremén+s of this saction by granTipg.reasqnable“exfenélons §
T; ‘:‘ le ;y“of time when, inifheircopinién, such acflon is warranted. Upon fallure é
;}%i 13 - \jfo commence any well provided for -in this secflon wifhln the time allowed €~
zf§.~ 14 inc!uding any exfens:on;qf f}me granfed by the Supervisor and the Com- ﬂ
e Iﬁﬁ;:; 6 ., missioner, This.agreemen¥kwlll aﬁfomafically terminate; upon failure fo ~ f%
. ‘thé 16 confihué drllf[ﬁg ditligently any well -commenced hereunder, 1he_Supervi$or %
: f 17 %nd:Cbﬁﬁissione; méy, éffer I5.aays notice to the bnii Operafér; declare o 1;
g 18 this unit agreement +ermfna+ed. _ | o R
E ) 19 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Wifhfﬁ 6 mbnfhsfaffer | |
3 ”éo- compléTnon of. a well capable of produc1ng unlflzed substances in paylng
21 ’ quanfufles, the Unit: Operafor shal l Smelf for the Hpproval of the Superylsor
i 922 and the Commlssioner an accepfable ptan of deVe!opmenT “and operafion for the -
'g .23 'un:flze¢ land wh!ch, when approved by the Supervisor and the Comm155|oner,
24 shali cthfif(i;l'e.fﬁe further dri_ltl,in'gv and operating obl{géﬂong of the Unit
} IR S 1,25_”";”AODeranF Und;r this agreement for the period specified therein. Tﬁér"affé%,
. 26 - from time to Tlme before the expiraf\on of any exlsfing plan, the Unit Opérator
;; 27 shal | submit for the approval of the gupervrsor and the Commissioner a plan
;;N‘ 28 for an additional specified period for the development and operation of the i;
o 29 unitized land. ‘ : | |
hé:' T ' 30 Any plan';ﬁbmtffed pursuvant to this Section shal | prdvide for the
i; 3] exploration of the unlflzed area and for the dlllgenf drilling necessary
é 32 for deferminat)on of the area or areas thereof capeble of producnng unitized
T‘ 33 subsfanceé in paylng quantities In eacﬁ and every productive formation and
‘ e
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shall be as complete and adequate -as the Suporvlsor, the Commissioner -

nlsston mav detarmine to be neceqrarv for timely development and

and Comm

'.proper conserVailon of the o!l and gas resources of fhe unlf!zed area

" and shall.

S
S

(a) specify the number and‘locafione of any wells to be drilled and

| the proposed order and time’ for such drllllng, and

(b) to-the extent practicable, specify the operaflng pracfnces regarded
as necessary and advisable for proper conservaflon of natural

-

FGSOUFCGS. ¢

Separare ‘plans may be submitted for separafe productive zones, subjecf to -

~the approval of the Supervnsor, the Commlssioner\and +he Commission.

Plans shall be modified or supplemented when necessary to meet changed

conditions or to profecf the interests of all ﬁarfies to this agreement.

- Reasonable di-ligence shafl’be exercised in complying with the obligations

of the approved plan of development. The Supervisor and Commissioner are
authorized to grant a reasonable extension of the 6-month period herein
preSCribed for submission ot an initial plan of development where such

acflon is justified because of unusual condtf:ons or C|rcumsfances. After

- completion hereunder of a wel! capable of producnng any. unitized substances

in paying- quanfif!es, no furfher wells, eXCepf such as may be necessary to

afford’pfouec.'oﬁ against coperaticns not~under~?b!= a regme ment. and such as may
be spé&l?lca!ly approved by the Supervisor and the Commissioner, shal1 be
drilled except in accordance with a plan of development approved as herein

provided.
I1. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable

~ of producing unitized substahices in paying quantities or as soon thereafter

as required by.fhe Supervisor'and Commissioner, the Unit Operator shall sub-

. -

mit for approval by the Supervisor and Commi ssioner a schedule, ba sed on

subdivisions of the public land survey or aquuo?'parfs thereof, of all land

—~then-regarded as reasonably proved to be productive In paylng quantities;

all Iands in sald schedule on approva{ “of The Supervlsor and Commsssuoner to
constlitute a parficipaflng area, effecf!ve as of the date of complefuon of

12

such well or the effective date of this uniTt agreemenf whichever is later.

- 10 -
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32

33

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

The acreages of both Federal and non~FederaI lands shall be based upon

b approprlafe compufaflons from 1ha courses -and dls+ances shown on The

last approvod publlc land survey as of the effectlive date of each Inlflal

partlicipating area. Sald schedule shall also set forth fhe percenfage of

uulflzed subsfances fo be allocafed as hereln prov!ded to each tract In

~ the parflcipaffng areca so established, and shall govern the allocation

‘of production commencing wnfh The(#fecflve date of the parflclpaflng area..

A separafe,parflctpaflng area shall be establlished for each separate pool

duced as a single 'pcol or zone, and any two or more particlpating areas .
so esfablléhed may be coﬁbined Into one, on approVéI'of the Supervisbr
and Comnissioner. When producfion from two or more parflcipaflng areas,
so establlshed, is subsequenfly found to be from a common pool or deposit
sald parfléipafing areas shall be combined Into oné-effecfive as of such
appropriafeldafe as may be approved or prescribed;By‘fhé.SuperJisor and

r areas so esfab!fshed shatl be reQised
ffom ti é to Time, SUbJeCf To like approval, to include additional land fhen é
legdl;;utaa ‘reasonably proved To be producf;ve in paying quantities or npces- ‘g
sary for unit operations, or to exclude Iand»fhen tegarded as reasonably :
proved not to be producTIVg in paylpg quan;ifies and the schedule'of allo-

cation percentages shall bé‘reviseé accordingly. The effecfive data of any

revision shall be the first day of fhe month in whlch is obfalned the know-~

Iedge or informafion on which such revision is predi¢a+ed,.provided, however,

that a more'appkopriafe effective date may be used if justified by theé Unit

Operafprrand approved by the Subérvisbr and”Commissioner.
excluded from a paqiiéiéaTing aré¢a on account of depletion of the unitized
substances, except that a6§—55???é%63?ing area established under the provisions
of this unit a;;eemepffshali terminate anbmaf{caliywﬁhénéVéf‘511“66ﬁ$ié;f6h5"'
in the formation on which the participating area is based are abandoned.

It is the intent of this section Thaf a participating area shall repre-
sent the area known or reasonably estimated to be producfive in paying quanff-
tles, buf. regardless of any revision of*fhe participating area, nothing herein

contained shall be construed as requiring any retroactive adjustment for

No land shall bé
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production obtalned prlor to fhe effecflve date of the réeviston of “tha -

‘parflclpallng area.

in the abssnce of agreement at any time botween thé Unlt Operator

" and the Supervisor and Commlssioner as to the proper definition or rede-

tinition of a parllclpallpg area, or.unfll a particlpating area has, or
areas have, beon established as prdylded hereln, the poéflon of all pay~
"menls affected therety shall be impounded In a manner mulually accepfable
to the owners ef ﬁorklng interests and the Supervlsor and Commlssioner.
Royalties due the Unlfed States and The‘SfaTe of New Mexlco, wnleh shatl
Ee délermlned by the Shparvlsor for Federal land and the Commissioner for
State land and the amounf thereof shall be deposufed as directed by lhe
Supervrsor and Commlssloner respecflvely, to be held as unearned money
until a participating area is finally approved and Then applied as earned
or refurnedlln accordance with a determination of the sum due as Federal
end State royalty on the -basis of such‘appfoyed4parllclpaling“area.
Wheneyer it is determined, subject to the approval of lhe Supervisor
as to wells drilled on federal land and of the Comﬁiéélener as to wells
dr!lled ‘on Slale land, that a well dhilled under this agreement is not
capable'of»pfoducflonﬂlnhpaylng quantities and.lnclusfen of lhe land-on

which‘lf ia situated in a participating area is. unwarranted, production

 from such well shall, for fhe'pukposes of settlément among all parties

olher Than worklng 1interest owners, be allocated to the land on which The

well is locafed unless such land is already WIfhln the parflclpaflng area

T

§+a I'ished for the poo! or deposit from which such production is obtained.

Q@

Settlement fer working interest beneflfs from such a well shall be made as

provided in the unit oparaflng agreement.

12, ALLO“ATION OF PRODUCTlON A1l unitized subsfances prcduced from

‘each participating area eslabl:shed under this agreement, excepf any parf
thereof used- In conformlfy with good operafing praeflces wnfhin “the unnf:zed
area for drilling, operating, camp and other producflon or development pur-

poses, for repressuring or recycling in accordance with a plan of development

approved by the Supervnsor and Comm155|oner, or unavoldably {ost, shall be

deemad ‘to be produced equally on an acreage basis from the several *racfs

p
T
-,
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“of unltlzod land of the particlpating area ostablished for such production

and, for the purpose of deferhln[ng any benoflts acéru[ﬁg under thls agreo-~

“ment, each such fraconf unltizad land shall have allocated to it such” per-
“contage of sald production as the number of acres of such tract Included

in sald parf!clpaflng aiea bears ‘fo the fotal acres of unitlzed land in

said participating area, except that allocatlon of production hereunder for

'pﬁrposes other Than.for'sefjlemenf of the royalty, ovérr!ding royalty, or

payment out of production obligations of the respective working Intérest -
owners, shall be on the basis prescribeg Ih the unit operafipg agreement -
whether In conformity with the basis of allocation herein set forth or other-

wise. It Is hereby agreed thai sroduction of unitizied substances from-a

.participating area shall be allocated as’provided“herein>rpgardle§s of

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

iéipafing area. |f any gas produced from one participating area is used for

" repressuring or recycling purposes In another participating area, the first

gas)gifhdrawnrfrém such last méntioned participating area for sale during

Ve,
ihe iife—or this-

ement sha!f'ge considered fo be the gas sg_fransfefred.
until an ahOUnf edual Tpvfhéf fransferred’shall be so produced‘for séle and
such gas”éﬁaii be a!fscafea to the paf?icipafipgiérea from whicﬁ initially
produced as such' area was last defined at the time of such final production.

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

T DI el
Any party hereto owning or controlling the working interest In any unitized

Iaﬁd having thereon a regular well location may with the approval of the .. ..

Supervisor as to Federal land, the Commissioner as to State land snd the

Commission as to privately owned land, at such party's sole risk, cost and

expense, drill a weil to test any formation for which a bérfféipéffﬁg area
has not been established or to fest 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 in- "

tention fo drili the well the Uﬁf¥ Operator elects and commences to drilf such
a well in Ilke manner as other wells are drilled by the Unit Operator under
this agréémenf. |

If any well drilled as aforesald by a working Interest owner results

- 13-
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jn-production-such-that the land upon which ir is s]jﬁafed’may;propgrly‘pqw

Included In a parflcipaflng area, such par%lclpaf!ng area shall’be establ Ished

4
or enlarged as provided in Th}s agreemen+ and 1he well shal! thereafter be

operaTed by +he Unif Oparator In accordance wlth the ferms of thls agreemenf
and The unlf operaflng agroement.. .

If any well drilled as aforcsaid by a WOrk:ng Infere;f owner obtalns
producflon in quantities fnsufficlent to jusfify’fhe inclusion of thé land

upon which such well Is sltuated In a participating arsa, such well may be:

oparated and-produced by the party drilling the same subject to the conserva-

tion requikemeﬁ%é of this agreement. The royalties in amount or value of

production from any such well shall be paid as specified In the underlylng

‘lease and agreeménts affectead.
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

now unitized hereiinder shall hereafter be eatitled to the right to 'take In

kind its share of the unitized substances, and the Unit Operator, or the

N

working interest owner in case of the operation of a well by a working inter-

est owner as herein provided for ‘in speciai cases; shall make deliveries of =

such royalty share +aken in kind ihﬁéoﬂformify with fhe applicable conTracfs,

laws and regulations.
be made by working interest owners-?e5ponsible therefor under existing con-

tracts,laws and regulaflons, ‘or by the Unit Operafor, on or before the last

" day of each monfh for unlflzed substances produced durlng the precedlng cal—\

endar monfh; providgd,'however, that nofhing hereln conTained shall operate
to relievelfhe Iassees of aﬁy Iénd“ffom +heir~respeéfive lease obligations
for the payment of any royalties due under fﬁefr leases.

If gas obtained from lands not subject o fhis agreeﬁenf js.infroduced

S

into any participating area hereunder, for use in repressuring, stimulation

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

operations appfoved by the Supervisor, fhe'Commissioner, and Commission, a

from any other parficipa}tng area and with appropriate deduction for loss from

ény cause, may be wifhdrawn,ffqmwfhe formation in which the gas iIs infroquced.

-[4 -

Settlement for royalty |nferesf not taken in Kkind shall-

w

'Ijke amount of gas,vaffer settlement as heretn provided‘for any gas transferred




' | i ; royglfy freeo a; to dry gas, but not as to any producfs whlch mayVSé-é;T}aé}ed
2 therefrom; provided that such wi+hﬂr$wal shall be at such time as ﬁay be
3 provided In the approved plan of opéraflons or as may ofhefwlse be consented
4 to by the Supervlsor, the Couwﬂssloner and Commisslon as conforming to ‘good
5 ‘petroleum englneerlng practice; and provlded further, that such right of
6 wifhdrawal shall 1erminate on the termlration of this unit agreemenf.
7 Royalfy due the Unlted Sfafes shall be compu1ed as provided in The
24 .\ 8 operafung regulations and paid in value or dellvered in knnd as fo all unitized
; 9 subsfances on the basls of +the amounfs thereof allocated fo unlfized Federal |
i0 land as proyﬁded herein at 1Be rate specified in'fthrespecfi;e Federal leases, é
, 13 or at such lover rate or rates as méy be authorized by law oﬁ_negulafiqn; é
2 12 provided, fhaf‘for leases on which the royalty rate depends on the daily aver- |
'-T:'éf o 13 age production per well, said average production shall be determined In accéf-
2_122%15 - 14 dance with the operating regulations as though each parfic?péfing area Qere-amu
o IS _> single consolldated lease. - ‘
ﬁfiiiéA 16 © . Royalty due on account of STaTé"IandS?éhall be computed and paid on the i
”mgiw 17 basis of-alJ.unifized Shbéténcgs.alfocafedhfo“spch"Iands;wm ,,,,, o I S
: 18 15.  RENTAL SETTLEMENT, .Rentdl or minimum royalties due on léases com-
i9 miffed*hgrgfgwshall bevpa}d by working interest owners responsible therefor
20 ~under existing céniracfs, laws and fégulafions; providedifhaf nothing herein
- 21 contained éhall operate 1o relieve?;he Ieséees of any~|and‘fr0ﬁ their respec-
22 +ive lease obligations for the payment of any renfal or mIn|mum royalfy due !
23 under thelr leases. Rental or minimum royalty ‘for lands of fhe Unlfed Sfafes
24 subject to this égreemenf shall be paid at the rate specified in the respecfive
%_ 25 leases from the United States unléss such rental or minimum réyalfy is‘waived,
: ‘éé suspended or reaucéd»by.lawwor by éppfbvai of the Secréfary or his duly aufh->
?; - % 27 orized representative. - = |
g: % 28 " Rentais on State of New Mexico lands subject Yo this agreement shall be
il % 29. palid at the rafes“fpecified in fhe-respecffve leases.
’i § 30 - Wlfh respect. To any lease. on non-Federal land confalnlng brov|5|ons which
ij % 31 would terminate such Iease unless drllllng operations are commenced upon the i
% I I land covered thereby within the time therain specified or renfals are paid for %
33 ;'fhg privilege of deferring such drllliné operations, the rentals required
-5 -
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in respect thereto to conform sdid equirements to-the provislons of this

thereby shafll, notwlthstandlng any other provlslons of this agreemenf, be

decmoed fo accrue and become payable durlng the 1erm thereof as exfended by

~ this agreemnnf and untll the requlred drilling oporaflons are ccmmenced

upon the land _covered 1hereby or until some ‘portion of such land Is Included
within a participating area. . |

‘I6; CGNSERVATION. Oéerafions'hereunder.and production of unltized
subsfances.shéll be.COnducfed to provide for the most economical aﬁd effli-
clenf recovery of sald substances wifhouf vaste, as doeflned by or pursuant
To State or Federal laws or regulé}ions. . |

17. DRAINASE. The Unit Operator shall take such measures as the
Supervisor and Commissioner deem:abpropriafe and adequate *o‘prevéﬁt-drains
age of unitized subs;;Bces frdh’unlfized land by wells on land not subject
to this agreement. | |

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions
and provlsfons‘bf allﬁieases, subleases and other contracts relé}fng to ex-
pJorafioﬁ, drililng,;developmen+ or operations for oll or gas on lands com-
m;%$édw¥6t;a}ﬁwég}é;ﬁénf are hereby é;bfeséiy ﬁodified andvémended f; }hé
extent necessary to make the same conform to the brovisidﬁs"héreof,'buf :
otherwise To Féhaiﬁ”in‘%ﬁjyyforce and effect; and the parties hereféfhereby
consent that the Secretary as to Federal leases and the Commissioner as to

State leases shall and each by his'approvgl heréqf, or by the approval -hereof

by thelr duly authorized representatives, do hereby esféblish; alter, changa

“or revoke the driflihg, producing, rental, minimum royaiiy and royalty re-

quirements of Federal and State leases commiited hereto and the regulafionsf

agreeme@f and wnfhouf limiting the generality of the foregoing, all leases,‘
subleases; and contracts are particularly modifiéd in accordance wifh the
following: ‘ ‘ o
(a) The development and operation of lands subject to this agreement
Under the ferms hercof shall be deemed full performance of all obligafions
for developménf and operaff&ﬁ»gg¥ﬁwFéspecf to eacH and every separately

~owned tract subjeci to this agreement, ‘regardless of whether there Is

any development of any particular tract of the unit area.
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“(d) Each lease, sublease of contract relating to the exploration, drill-

i.which by f+§ terms might expire prior to fhe fefﬁlnafion of this agree-~

“(a) Any Federal lease for a fixed Term of Twenfy (20) years or any

" as to fhe Iand commaffed so fong as such lease remains subject herefo,

(b) .Dnilllng and produclng_gperaflons perfor&ed hercunder upon any
tract of un{TIzéd land w!1ixbﬁ“acceofod and deemed:fo be performed
upon and fgg_fheﬂbeneflf oé each and every tract of.uniflzed'land and
no Ieaso shall be decemed to explire by reason of fallure to drill or
produce wolls sltuated on the land fhe oln embraced. '

(c) Suspension of drllllng or prod-clng operaf!ons on all unltized

==
=

lands pursuvant to direction or consent of the Secretary and Commlssloner

or their duly auThorided representatives shall be deemed to constitute

such suspension pursuant to ;uch d}reCTIon or consent as to each and every é
tract of unitized 1and.- A suspeneion'Of driflipg‘orzproducing operafionS"é

limited to specified lands ehallybe appilcab!e«qnly ‘to such lands. %

ing, development or opereTion‘for oil or gas of Iandé»ofherﬂdhan those

of the United States or State of New Mexico committed to fhie agreement,

.

ment, is hereby extended beyond any such ferm so prOVIded therein so f
that it shall be continued in full force and effecf for and during

the term of this agreemcn-d.

renewal thereof or any part of sich lease which' is made subJec+ to f
this agré’“ ’?‘shall conflnue in force beyond the ‘term provided therein
until The Termlnaflon hereof. Any other Federal lease commlffed hereto

shall conflnue In force beyond the Term 50 provided therein or by |aw

provided that production is had in paylng'quanfifies under this unlf

et Nt

agreement prior to the expiration date of the term of such lease, or in .
the event. actual drilling operations are commenced on unitized lands,
in accofdance with the provisions of this agreement, pFior“do the end
of the prjmary term of such lease and are being diligently prosecuted

at that time, such lease shall -be exfended for fwo-years aid S0 iong
thereafter as oll'or gas is produced !n paylng quanfffies in accordance
with the provisions of the Mineral Leasing Act Revision of 1960.

(f) Each sublease or contract rélating to the operation and development

- 17 -
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_ made subject to this agreement, shall continue In force beyond the

" of Sec. 17(j) of the Mineral Leasing Act, as amended by the Act of

- and the lands not committed as of the effective date of unitization:

less than two years from the date of such ségregafion and so long

of unltlzed substances frfh‘lands.of the Un!fea States committed -
to Thls'agrééﬁenf, wbléh by Its Term; would explre prior to +he

time at which' the unQérlylgg Iéése; as extended by fhe-lnwmdiafely
precodi;g paragraph, will explre, l; hereby extended beyond any such
term so provided thereln sé that it shall be continued in full force
and effect for and durling “the +erm-of the underlying lease.as such
term is hereln ex}ended.‘ .

(g) Any lease émbracing«lands of the State of New Mexico which is
torm provided therein as to the lands commlited hereto until the .
termination hereof, subjeéf to the biovlglons ;f subsection (e) of

Section 2 and subseéfion (i) of ‘this Section 18.
ment Is'gp&grqu by the following provisions In the fourth paragraph

Sentember 2, 1960 (74 Stat. ’781-784): "Any (Federal) lease ﬁeréfo?ore
or hereaffer comnitted to any such (unit) ‘plan embracing lands that |

are In p;}f within and in part outside of the area covered by any such
plan shéll be segregated fnfo separate leases as fo the lands cbmmiffed

Provided, however, That “any such lease as fo the nonunitized portion

_Shéfl;confinue in fgrce<and effect for the term thereof buf for not

thereafter as oilzé;;éasais<bfoduced In payling quantities."

n Any lease embracing.lands of the State of New‘Megico having only

a portion of f+§ lands committed hereto, shajl be segregated as to the
porfioﬁ committed and the porfion ﬁdfTCSma%;}gd; %365}55?556Vi§ions of .
such lease shall apply separately fo such segregafe& borfions ¢ommencing
as of the effective date hereof; provided, however, nofwifhsfanding any
of he provisfoﬁs'of this agreémenf 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 leass, if oll or gas




e — i o Is dls"ovared and Is capable of belng produced In paytng quantities.

- 2 from soms parf of fhe Iands embraced In such—lease at tha. explraf!on L
_ 3 - T ofthe secondary term of such lease; or 1f, at the explration of the
4 “secondary .term, the lesseo or Unit Opsrator is then engaged In bona fide
| ; 5 drilling or reworking operations on some part of the lands e@braged in
f é 6 such lease, the same, as to all lands embracéd Therein, shail re%a!n In
;. 7 .full force and“effect so long as such operaflons are belng dlligenfly
% 8 - prosecufed, and if they result ln the nroducflon of oll or QBS, sald
. ; 9 lease shall continue In full force_and effec+ as to all of The fands
% 10 embraced therein, so ang-}ﬁéreaffer as §II or gas in paylng quanflf[gs
. % il Is being produced from ény porflon‘ﬁf sald iands. ‘
i;% 12 (J) Any lease, other than a Federal lease, having only a porfion of its §
L ? 13 lands comiltted herefo shall ba segregafed as to the portion committed ?
g i4 and “the porfion not committed, and the provisions of such lease shall ‘
g ‘ 15 apply separafely To such segregated portions commenc:ng as of the effec-
: {6 P - tlve-date hereof. In The evenf any such {ease provndes for a fump sum
'A f|7 rent : paymant,_ such paymenf shall be pr?fafed befween the' porflons sO
!8 fsegréga?ed>in propprfnoq(fo»fhe acreage of Thetrespecflva tracts.
19 19. _COVENANTS\RGR“W[TH LANb; The covenants herelﬁ shall be éoﬁéfrued
20 to be covenants running with Tﬁe fand with respect to the interest of‘fhe )
H 2] partics-hereto and their succesgbrs’in interest until this agreéménflférminafeé, _
22 and any grant, frahsfer,\or conveyéﬁ%é»of infé;esf'ln land or leases ‘subject
23 hereto sﬁall be and hereby is condifiohed upon the assumption of alilprivileges
24 and obiigafions hereunder by the graﬁfee, transferee or other successor in
25 lnferesf. No assignmenf or Transfer of any working lnferesf, rovalty, or
’ i 26 other lnféresf subJecf hereto shall be blndlng upon Unit Operator until the .,é&
27 first day of fhe calendar month after Unit Operafor is furnished with the
_ 28 orlglnal, phofosfafic, or certified copy of fhe lnsfrumenf of transfer.
¢ ; _ 29 - 20. EFFECTIVE DATE AND TERM. < This agreemenf shall become effective
| ; | 30 upbn abp?oval by the Secretary énd Commissioner, or 1heir duly authorized
% 3i | representatives and shall terminate five (5) years froﬁ sald_éffecfive'dafem
% 32 unless: o M
R é 33 oo (a) such date of expiration is ex%eﬁdgdfby”th9“Pi§?9T9riaﬁé‘00mm§5550n3r: or
-9 -
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is established, fecognized and generally adhered to

B

(b} 1t 1s roasonably dotermined prior fo the expiration of the fixed
term or any ex*ension thereof that the unitized land is Incépé£l¢ of
production of unltlzed substances In paying quahfif}es In the formations
tested ﬁergunder.and after notice of %nfenfion‘fo terminate the agréemenf
on such ground fs-yiven by the Unit Operator to all parties in Interest
at thelr lastxknegn»adéresses, the agreement 1s terminated with the ap;
proval Bf the Supervisor and the Commissioner, or V

(c) a valuable discovery of unitized substances has been made or

accepted on uniTizéd ‘tand duﬁ[ﬁg said initial ferm or any ex%edéiOn

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

term and so long as unitized sUbsfances can be produced inhquanfifles .

sufficient Fo pay for the co§+~of prdduciné sam from wells on unitized

land wifhin any parflciéafiﬁg area established hefeunder and, should
) Aﬁ?oducfién ceass, $o long thereafter as diligent opérafiéns are in pro-
;gress for The-resforafion of production or discovery of new producfidn
and so long thereafter as ynjiized,subsfaECes so discovered ¢an’ be pro-
duced as aforesaid, or |
(d) it is terminated és herefoforg provided in’¥his"agree6§nf. This
agreemenf'ﬁéy‘be terminated at any fime by not less fh?h‘75 per centum,
_on an aéreage basis,iof_fhe working interest owners signatory hereto,
with the approval of fﬂe 59pef§%s§r and Commissioner; notice of any sﬁéﬁ
approval to be given by the Unit Operator tc atl parties hereto. »

2l. RATE OF PROSPECTING, 6EVELOPMENT AND PRODUCTION. The Director is
hereby vested with authority to alter or ﬁodify from time to time in hj;}dig—
cre}fcn'%hé'quanfi%; aﬁd”?é?éybf brodbé?]bh'undér this agreemeﬁf when such’
quantity and rate Is not fixed pursuvant to Federal or S%afe’laW“or does not
conform to ény sfgféwide“VolunTary conservation or allocation program, which
by the majority of oper-
ators in such State, such suthority being hereby limi?ed‘fo alteration or moc-
ification in the public interest, the purpose fherepf and the public interest
to be séfved fﬁeréby to be stated in the order of alteration or modification.
WibeUf_regard +o'1he foregoing, fhe“Dirécfor Is aleo hereby vested with

authority to alter or modify from time to fime in his discretion the rate of

- -20 -
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o) prospecting and devolopment and Fhe quanfify and Fate of product

1G) ton~undeyr ~ e n
2 thls agreement when such alteration or modification Is In the Interest of
e 3 ‘attalnlng the conservation quecflves_sfaTéd In Thls’agregmgnf,and‘Is'nof
4 In>vlo]éflon of an& applicable Fedoral or State law; proyfded,vfurfher, that =
: 5 . no suCﬁ alferaffén or modification shall be effective as o any -land of fhe |
' g .6 State of New Mekiéo, as to the rate of prospecf{ng_and developing in The’ c “q”hmm“”iﬁ”,w;;ﬁf
; 7 absénce of the speci fic written approval Therqpf‘by fﬁe CoMmissloner and-
é --8_ ~~as to any lands of Tﬁé“§¥g+e of New Mexico or privafelyiOWhed lands subject
. % 9 to ‘this agreement as to the quantity and rate of production in the absénée
% 10 ‘of épecifigmypjjjggmgégfgygl_Thereof by the.Commission.
| i"ll :Powers In this section vested .in fﬂe Director shall only bé exercised
5;% 12 after notlce fo Unit Operator and;opporfunify for Héérihg ¥6Ibe'ﬁéld not %
Eff iS ' less Than 15 days from notice. ,
S TE 14 22. CONFL!Cf of SUPERQIS!ON. Negfhér fﬁé_Unif bberafor nor the work-
; L};_[’i : 15 ing interest owners nor any of them shall be subject to any forfeiturc, termin-~
_T‘ . 16 :é;fon or expiration of anyiqighTS-hereunder or under any leases or contracts
A“; “ >I7 subjécf hereto, or -to éhygbeﬁaifY“br'}iabiiify'éh‘accdunf‘of”déi‘y or"fa(ﬁﬁ‘iurr‘sv-w
% 18 in'whdlé or in part to comply with any applicable Qrovision thereof to the
; 19 extent Théfvfhe UnifAOperéfor, wo}klng interest owneirs or aay o}Afﬁem are
; 20 hin&é&é@, delayed or*préVenfed'from,compjyihg fhere&ifhhby reason of failure
2!' of the Unit 6pera+or to obtain in fﬁb-exercise‘éf due diligence, the concq;37
N | 22 rence of praper Eepfesenféfives of'fhe‘Unide States and proper-represéhfafives
23 of fhe.SfaTe of NewwMéxico in and about any matters or fhings\concerning which
o4 it is required herefn that such concurrenée be obtained. The‘parfies hereto,
»E , ‘ 25 Tncludiqg the Commission, agree 1ﬁa+ all powers and authority vé#féd in the
26 Commissiqn in and by any provisions of this agreement érerveéfédvfﬁ fﬁé Com—
27 Tmiﬁsion énd shal| be exercised by It pursuant to the provisionu of the taws
- 28 Qf’fﬁe State of New Mexico and squecf-in ahy case to apheal or;judicfal re-
: 29 -view as may now or ?gréaffer be ‘provided by the laws of the State 6f New Mexico.
L\ = L0 23, APPEARANCES. Unit Operator shall, affer notice fo other parties
! 31 | affected, haVe’The’Eighf to appear for and on behalf of any and al | interests :
32 ,affeg}eﬂ"héfeby befOre *he Department of 1hé Interior, fﬁe Commiséiqnér_of »
33 Pubflc Lands Qf-fbe'SfaTe of New Mexlco aﬁdvfhe New Mexico Ol Conservation
-2] - ‘




e Commlsslon.and to_appeal_from ordacs |ssusd under the regulatlons of sald
2 Department, the Commlssion or Commlssloner or to apply for rellef from‘any
2 3 of sald regulations or in any proceédlngs relatlve to Qpéraflons Bafo}e the
i 4  Department -of the ln?ec!cr;rfhe.COMmlssloher,,QnmCommlssjona br any other
% 5 legally constituted aufﬁérify; provided, however, fhaf any other Interested
% 6 party shall also have the right at his own expense to be heard In any 5u¢h
{. ; 7 ‘brocgedlpg. |
y et (8 ‘_”WWZQf» NOTICES., Al} nofiées, demands or statements required hereunder
. : -9 to be given or rendered T6 the parties hereto shall be deemed fully given if
;i : 10 given in wri%ing“and-pe}sonaily deiivered to “the party or sénf~by pbsfbaid — %,
i “.ij 11 registered or cerfifiédimai!,_addressed to such party or parties at their |
ﬁ __:? :ﬁ; 12 f_respécfive addresses set forth in connection with the 'signatures hereto or
: é‘?;‘ v IS. to the ratification orrconsedf hereof or to such other address'és any such
% 1 14' /”,parfy’may>have furnished in writing to party sénd{ng the nofice,.demand or
B 15 i‘ statement. ) ' - i
16 25. WNU WAIQER OF CERTAIN RIGHTS. thh{hg in this agreement contained
N 17 f’xéﬁéii'ﬁé”ééﬁéfFUéd*as a walver by~anyéparf§~hereTo~ofsfhé cighf,fomaisgrf”_ ;;.“
(?+ 18 anyilegél or consfifufionaj.nféhf or éefeﬁée a;-fo‘fhe,validify of invalidity
19 of any law of Thé State whéréin said unitized lands a;é-loca?ed, or of the
20 United States, ér régulafibns issued fﬁéreunder in any_way 5ffecfingm§th
2} party, cr-as a QaiQer'by,any'SUCh party of any‘r?ghfwbéyoﬁd his of its.
22 "‘Naufboﬁify foiﬁaﬁggé; . H | | N "
23 | 26. «UNAVOIDABEE<Q§LAY. All obligéfions under this agreement Eequifrﬁg
24 the Unit Operator to co%ﬁ%ﬁce or continue drill?hghdf,?o opérafgron-or pro-
25 duce unitized §ubsf5nces é?ﬁ@ any of the lands covered by this agreement shal l-
. 26 . be suspended while the Unift ggérafor, des;ife the exeréise of due care Sﬁd'
2l diligence, is prevented’ from complying“ﬁ}fh such obligéfions, in whole“or in
v 28 - part, by strikes, acts of God, Federal, State or muninpal ;éw or agencies,
é; .‘ 29 ~ unavoidable accldents, ‘uncontrollable deléys In transportation, inabillty
&. T '?*f* 20 . 1o obfaiq necessary mafgrials:?n open market, or other matters beyond the
o i" =31 reasonable control o%m;ﬁe Unit Operator whether slmllér to matters herein
g % 32 - qnqﬁefa?ed or not. No unit obligafion“whféh Is suspended-under this section
| 33 shall become dug less than thirty (30) days after it has been determined that
- 22 -




e suspcns!c« 1s. no. !onqer app!lcable. De+e|mlnaf!on of credlfable
d

2 "Ynavo! dablo Delay" f!me shal | be made by fhe Unif O-n:afor subjec+ To
SRS 3 approval of the Supervisor and Commlssloner.
S 4 _ 27. NONDISCRIMINATION. 1n connectlon with the performance of work
, 5 under this agrecment, the operafor agrees to compiy with all of the pro=
2 _ 67‘7”MVvlsIonq of section 202 (I} fo (7) finclusive of Executive Ordor 11246 (30 F.R.
é 12319), as amended which ‘are hereby Incorporafed by reference In thls agreement.
| '8 . 28. L0SS OF TITLE. In the event tifle +o any tract of unitized land
~i g 9 shail fa!l-and the-true owner cannof be induced to join in this unit agree- é
| ; 10 nbnf é;ch fracf’shall be éu?omaflcailyiregarded as not commi tted hereto | ';
':u,é - 1l and there shall be such readjusfmen? of‘fufure costs and benefits.as may . %
iz fbe required on account of the loss of such Tlfle. In the event of a dis- = |
13 pute as to title to any royalty, worklng lnferesf or other interests Qubjécf o f‘
14 - fherefo, paymenf or del|Very on accounf thereof may be w:Thheld without %
15 ' llabillfy for interest until the dispufe is flnaily settled; provsded that, E
16 | as to Federal’ ‘and State land or feases, no paymenfs of funds due the United Vwrwwué' .
17~ " States-or State of New Mexico should be withheld, but such funds of }he |
18 Unifed'Sfafes shall be déposifed a§ directed bybfhé Supérvisor ahd-s&gh %
v19 ' funds of The State ‘of Neﬁ/Mexico shall be deposifed as direéfed’by'fﬁe §
20 Comm13510ner to be held as unearned mon;y pendln" final . seTflemenf ‘of the
21 title dispute, and fhen applied as_earned or returned In aqcordaﬁce wffﬂy
22 = such final séffiémeﬁf. .
23 - Unit Operator as such fS‘félie9ed from any responsibility for any E
24 ‘defec? or failure of ény fi#le Heréunder‘ _ | é
25 » 29. NON-JOINDER AND SUBSEQUENT JOIND£R. If the owner\of any sub- é
26 S*?"fla! inféfésf in a fract within the it é rea falls or refuses to sub~ ;
27 scribe or consenf_fo this agreement, the owner of the working interest In E
28 “that tract may wi¥hdraw s§id tract froﬁ this agreement by writtén notice . %
29 delivered to the ‘Supervisor and the Commissioner and fhe_Unif~Oper§?or E
30 prior to the approval- of this agreement by the Supefvisor and Commissioﬁer;
% - 3 Any oll or ges lnferes?s inw!andg within the unif area not commiited hérefo !
32 prlbr to submission of, this agreement fo} fi;a! approval may thereafter be -j
33 commlffed hereto by fhéfowner or owners thereof suéscFlbing or consenting |

!
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| to thls agreement, and, |f the Interest Is a working Interest, by the owner
- 2 of s;ch Inféresf also gubscrlBTnngov*he unlt operating agreement, After
Af 3 operations are commenced hereunder, the rlghf of subsequent Jolnder,_as
f 4 provided in this section, by a work}ng interest owner Is subject to such
éi 5 ~-requlrements or approvals, If any,_ber?aining to such Jolndér,-as may be
T é; 6 provided for in the unit operating agreement. Affer flnal.éppranl hereof,
g ga -1 Joinder by a nonéworking in¥efesf owner must be consented to In wri%ing by
%l 8 th working interest éwner committed hereto and responsible for the payinent
T % | 9 of ény benefits 1ha+ may accrue hereunder in behélf of “such non—workfng
? o i0 interest, A noﬁ—working InTeres% may not be committed to this unit agree- g
;Eé T ment unless Tge correspohding wo}king interest Is. comaitted hereto. Joinder ;
';?%ﬂ j? to the unit agreemenf by a working interest oﬁner, af any time, must be é
r?? . 13 ~ accompanied by apprqpriafe joinder to the unit operating agreement, if more %
;’{i:<t | 14 - than one committed woiking infereé% owner is involved, in order for tﬁe | ;
‘% 15 inieresf'+o be regarded as committed TO'ThiS unit agreemeﬁf. ‘Except as- ?
16 may otherwise herein be provided, subsequerit joinders™to this agreement shall
17 be effective as of the first day of the mqn%h fol lowing fhe filing Qi%h R T —
‘,¥ 18 ,_Su:ervispr and the Commissioner of duly ekecuted couh+erparf§tbf all or any |
:  19 papers necessary fo ééfablish effective gommifmgnf of any fracf'+o~fhls
- § | 20 agreemenf unless objgcffonﬁfé“sﬁcﬁ Joihdéf is dgly made within 60 days by - ?55_.,
g- ‘21 v fhe;§q?§fyi§9r, provideﬁ,“h0wever, that aé foﬁéf;fé Iénds all subsequent
22 joinders must be approvéd by fhe'CoﬁhiséidneF;
23 , 30. <COUNfERPARTS.‘ This agréement may be executed in any nuhbef of
24 cqunfefpérfs no. one of ﬁhich'peeds to be executed by all parfies:Or may ;
- 25 be rafffiéd or consénfed’fé by separate insfruméhf'in writing seééificaiiy ce E
26. ~referring hereto and shall be 6ihding>upon'ali‘fhose parties who have exe;
| 27»- cyuted éuch‘a co&ﬁf;rparf, ratification, or consent heféfo with the same
28 force and effect as if all such parties had-signed 1he.sameiGOCUmehT\and‘
iﬁ~ 29 regardless of whether or nof.if‘Is executed by all other parties bwning
i 30 or claimihg an interest in the lands wifﬁln the above described unit area.
£
\
- 24 -




31, NO PARTNERSHIP. It is expressly -agreed that the rel atlon of
the parties hereto is that of independenf contractors and nothing in this
agreement contained, expressed or 1mp1'1ed nor any operations conducted
hereunder, shall create or be deemed to have created a partnership or
association between the parties hereto OT any of them.

IN WITNESS WHEREOF, the partles hereto have caused this agreement

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

execution.

UNIT OPERATOR AND WORKING “INTEREST OWNER

ATTEST: NORTHERN NATURME

BY: : .!:I//,
» DAN L. GARDNER, Vice President
e T L L
ADDRESS 403 Wall Towers West
Midland; Texas 79701 . .
WORKING 1 NTEREST GWNERS
amse: . )
BY: . '
DATE:
ADDRESS : (
..... o
THE STATE' OF NEBRASKA __ X
COUNTY OF DOUGLAS

______,....—-—-—-—————-‘

The foregoing instrument was aclmowledged before me this ,??52‘/ day of

, 1976, by DAN L. GARDNER, Vice President

of NORTHERN NATURAL GAS COMPANY, on behalf

ﬂ/b%f;—/& é/\t/

Notary P'ul')hc in and for
County, ___ Nebras!

glas
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RATIFICATION -McGRUDER-HILL UNIT. .

EDDY COUNIY, NEW MEXICO R

KNOW AIL MEN BY THESE PRESENTS, THAT:

- WHEREAS, certain 1nstruments entitled UNIT AGREEMENT FOR THE D}:VEDOPMEN'I‘ AND
OPERATION OF THE McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING
AGREEMENT, McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXI(X) have been executed as. of
the 5th day of January, 1976, by various persons conductmg operations with respect
to the McGruder Hill thit Area, located in Eddy County , New Mexico, as more particularly -

_described in said Agreement; and

: WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundary 11nes of
the Unit Area and the Tracts therein and, by Exhibit "B" describes each Tract within
the Unit ‘Area; and :

WHEREAS, the Unit Agreemeht and Unit Operating Agreement each provides that a

~ person may become a party theieto by signing the original of said instrument, a

counterpart thereof, or other instrument agreeing to be bound by the provisions thereof;
and _

WHEREAS, the undersigned (whether one ox more) is, or claims to- be, the owner of a

-’royalty, overriding royalty and/or work_mg intérest in oné or more of the Tracts descrlbed

. in Exhibit "B" of the Unit. Aqreement.

- also the said Unit Operatmg Agreement if the undersigned is a Working Interest Owner.

' 1976, by

NGV, THEREFORE the ‘undersigned (whether ornie or more) , for_and in consideration of
the premises and the benefits anticipated to accrue under, each of sald agreements,, does ;
hereby agree to become:a-party to and to be bound by the provisions of the said Uniit :
Agreement, and also the said Unit Operating Agreement if the undersigned is a Working
Interest Owner, and the under51gned does hereby agree that the parties to said agree--
ments are those persons signing the originals of said inStruments, counterparts thereof,
or other instruments agreeing to be bound by the provisions thereof The undersigned .
does also hereby acknowledge receipt of a true copy of the said Unit Agreement, and

IN WI'INESS WHEREOF, the undermgned ‘has executed this mstrument on the date set
forth opposite the under51gned's signature. WBioN on, CO?&’ANY OF CALIFORRIA o

Date: __March 8, 1976 By

J\ttormyoin-hct
.Address P, 0. Box 3100
Midlmd. Texas 79701

. THE STATE OF THXASY -

The foregoing instrument was ackno le before me this th of March
M C. TERRY, Attorney- of UNION OIL mm EAL PORNIA;

“ak c‘xﬁoratlon, on behalf of said corporatlon.

(llices FIPo2etene . ALICE NONROE
: Notary Public in and tor WG.M
My Oonmlssmn Explres N County, Texas

Juno 1. 1977

THE STATE OF 1

s

COUNTY OF X

The foregoing instrument was acknowledged before me this day of ,

1976, by __ . ' - :

‘Notary Public in zm{ tor
.County,

My Commission Expires:




i
i
)
1
i
i

-descrlbed in said Agreement; and

‘the premisés and the benefits anticipated to accrue under- each of said agreements, does

~ or other instruments agreeing to be bound by the provisions thereof The undersigned

" Date: March 4, 1976 - . é WP L2l

“ ATTEST:")

" COUNTY OF X

RATIFICATION -~ McGRUDER HILL UNIT
EDDY COUNIY, NEW MEXICO -

KNOW ALL MEN ‘BY THESE PRESENTS, THAT:

. WHEREAS, certain 1nstruments ent1t1ed UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING
AGREEMENT,  McGRUDER HILL UNIT, EDDY C(lJNTY NEW MEXI(I) have been executed as of
the Sth day of January, 1976, by various persons conductmg operations with respect
to the McGruder Hill Unit Area, located in Eddy County, New Mexico, as more particularly °

WHEREAS, the Unit Agreement, by Exh1b1t ""A", shows—on a map the boundary lines of
the Unit Area and the Tracts thereln and, by Exh1b1t "B'" describes each Tract w1th1n
the Unit Area; and

WHEREAS, the Unit Agreement and Unit _Operating- Agreement each provides that a

person may beoome a party thereto by signing the original of said instrument, a oo
‘ counterpart thereof, or other instrument agreeing to be bound by the provisions thereof; E
~and _ ‘

WHEREAS, the under51gned (whether one or more) is, or claims tc-he, the owner of a
royalty,’ overr1d1ng royalty and/ o7 working interest in one or more of the Tracts described:
in Exhibit "B" of the Un1t Agreement. :

NOW, ’IHEREFORE the’ under31gned (whether one or more), for and in r'on51derat10n of

hereby agree to become a party to and to be bound by the provisions ‘of the said Unit
Agreement, and also the said Unit Operating Agreement if the undermgned is a Working
Interest Owner, and the mder51gned does ‘hereby agree that the parties to said agree-
ments are those persons signing the originals of said instruments, counterparts thereof,

does also hereby acknowledge receipt of a true copy of the said Unit Agreement, and
also the sa1d Unit Operating Agreement if the undersigned is a Working Interest Owner.

_IN WI‘I‘NESS WHEREOF the tmde“s:lgned has executed this instrument on the date set
forth opposite the under31gned's 51gnature TOM BROWN. INC

R. J. DePaul
Address: P. 0. Box 2608

éé(i(fafi// Midland, Texas 79701

' _gi;(/ﬁeill - Afsistant Secietary
THE STATE OF TExas]

COUNTY OF MIDLAND

 The foregoing instrument was acknowledged before me this  4th day of March ,
1976, by R. J. DePaul _of TOM BROWN, INC,
a corporation, on behalf of said corporation. '

7, 7

Notary Public in “nd For Midland |

My Commission Expires: County, Texas

June 1, 1977

THE STATE OF X

The foregoing instrument was aclme'..leugea before me this day of ,

1976, by : , .

Notary Public in and for _
County,

My Commission Expires:
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My Commission Expires:

RATIFICATION = ..cGRUDER 11 Li UNIT
EDDY_COUNTY, NEW-MEXICO

KNOW ALL MEN BY TMESE PRESENTS, THAT:

WHEREAS, certain 1nstruments entitled UNIT AGREEMENT IOR THE DEVELOPMENT AND
OPERATION OF “[HE "McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING
AGREEMENT, McGRUDER HILL UNIT, EDDY COUNTY, NEW /[E)(ICO have been executed as of
the S5th day of January, 1976, by various persons Oonductmg operations with respect
to the McGruder Hill Unit Alea » located in Eddy County, New Mex1co, as fiore particularly

described in said Agrecment; and

WH}:REAS the Unit Agreement, by Ixhibit “A", shows on a mdp the boundary lines ‘of
the Unit Area and the Tracts the1e1n and, by Exhibit "B" describes each Tract within
the Unit Area, and

WHEREAS, the Unit Agreement and Unit Operating Agreemem, each plomdes that a
perqon may become a party thereto by signing the original of said 1nstnnnent a

and

WHEREAS, the tmder51gned (whether one or more) is, or claiiis to be, the owner of a

royalty , overrldmg royalty and/or working interest in one or more of the Tracts descnbed
1n Exhibit "B" of tlie Unit Agreement. :

, NOW 'IHEREFORE the widersigned (whether one or more), for and in con51derat10n of
the premises and the?x,eneflts anticipated to accrue under each ‘0f 'said agreements, does
" hereby dHgree to become a party to and to be bound by the provisions of the said Unit
Agreement, and also the said Unit Operating Agreément if the undersigned is a Working

«Interest Owner, and the wxder51gned does hereby agrce that the parties to said agree-
ments are those pérsons 51gn1ng the originals of said instruments; counterparts thereof, ,
-or ‘otheér instruments agreeing to be bound by the provisions thereof The undersigned b
does also hereby acknowledge receipt of a true copy- of the said Un1t Agreement, and
also. the said Unit. Onemtma Agreement-if the undersigned is a Working Interest Owner.

IN WITNESS WHEREOF, t}le under51gned has executed this: ‘instrument on the date set”
~ forth opp051te the under51gned's signature.

NE 0 OIL COMPANY
Date: March 9. 1974

,477355’“ - W. G. CCODWIN, Vice President. Zﬂ M
Address:gyuite 1900 - 1100 M:l]am_B.l.dg
Housron, TX 77002

Assistant Secretary

THE STATE OF TEXAS

‘:COUNTY'OF HARRIS ¥

.The foregoing instruunent was acknowledged béfore me this 9 ciay of March
1976 'by W.G.Goodwin, Vice President  of INEXCO OIL COMPANY

corpora_tlon, on behalf of said corporation.
i)y Clcer
ary ’Pu[ﬁflc in and for Harris

unty, Texas

June 1,‘ 1977 -

THE STATE OF
OOUNTY OF Y

The foregoing instrument was acknowledged before me this day of s
1976, by , - .

S TN
1 >
H

I\otary Public in and for
' T County, - e
My Commission Expires: , -

P TR A A




RATIFICATION - MCGRUDER HILL UNIT
EDBY_COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments. entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING
AGRERMENT, McGRUDER HILL UNIT, EDDY COUNTY NEW MEXICO, have been executed as of
the Sth day of January, 1976, by various persons conducting operations with respect
to thé McGruder Hill Unit Area, located in Eddy County, New Mexico, as more particularly -
described in said Agreement; aiid

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundary lines of
the Unit Area and the Tracts there1n and, by Exhlblt "B deccrlbes each Tract within

the ‘Unit Area;- unu

WHEREAS, the Unit Agreement and Unit Operating Agreement each prov1des that a
person may beoome a party thereto by signing the original of said mstmment,
counterpart thereof or other mstrument agreeing to be bound by the provisions thereof;
and .

WHEREAS, the mders:Lgned (whether one or more) is, or claims to be the owner of a
royalty, overrldlng royalty and/or working interest in one or more of the Tracts des«,rlbed
in Exhibit 'B" of the Unit Agreement.- ‘ .

- NOW, THEREFORE, the undersigned (whether oneé or more)., for and in consideration of
_the: premlses and the benefits antlclpated to accrue under each of said agreements, does
hereby ‘agree to become a party to and to ‘be bound by the provisions: ‘of the said Unit
Agreement, and also the said-Unit Cperating Agreement if the undersigned is a Working
Interest Owner; <and the under51gned does hereby-agree that the parties to said agree-
ments are  those persons. signing ‘the originals of said instrumments, counterparts thereof,
" or other instruments agreeing, to be bound by the provisions thereof The undersigned
does also hereby acknowledge‘feceipt of a true copy of the said Unit Agreement, and
also the sa1d Unit Operatlng Agreement if the under51gned 1s a Workmg Interest r‘hmer. ;

B

IN WITNESS WHEREOF, the underugned has executed this instrument on
forth opposite the under51gnea s 51gnature

date set

Date: March 17_, ]976

JAMES B, picoe

1976
a

o | Frederintsh, f’cﬁre'ig: 337
THE STATE OF 18 8624
COUNTY OF I | -
s ’I‘he foregoing 1nstrument was acknowledged l{):efore me this day of | ,
é r’po{‘atmn, on behalf of sald corporatlon’ d ‘ ' —

- ' = Notary Pablic in and for
My Commission Expires: S County, ;

THE STATE OF TEXAS ¥
'COUNTY OF GILLESPIE Y

. The foreaoma mstrument was acknowledged before me tlus 17th day of March ,
1976, by JAMES P. RIGGS and wife, MAURECE K. RIGGS - .

lespie

Oounty s, Texas

My Oon_mission‘ Expires:
‘ 03/17/77 ‘
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 KNOW ALL ‘MEN BY THESE PRESENTS, THAT:

. WHEREAS certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE McGRUDER HILL UNIT » EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING
AGREEMENT, McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO have been executed as of
the 5th day of January, 1976, by various persons conductmg operations with respect
to the McGruder Hill Unit Area » located in Eddy County, New Mexico, as more. parti;':ularly
described in said Agreement; and

WHBREAS the Unit Agreement, by Exhibit '"A", shows on a map the boundaly lines of
the Unit Area and the Tracts thérein and, by Exhibit "B" describes each Tract within
the Umt Area, and

WHEREAS, the Unit Agreement and Unit uperaung Agreement oach provides that a

i person may become a party thereto by signing the original of said instrument, ,
counterpart thereof, or other instrument agreeing to be bound by the prov1s:.ons thereof

- and’

WHEREAS, the undersigned "(whether one or more) 1s, or claims to be, the owner of a
royalty, overr1d1ng royalty and/or working 1nterest in one or more of the Tracts  described |
m Exhibit '"BY" of the Unit Agr‘eom‘an / A

NOW, THEREFORE, the undersigned (whethér one or more) , for and in considerdtion of
the premises and the ‘benefits anticipated to accriie under each ‘of said agreements, does
hereby agree to become a party-to and to be bound by the provisions of the said Unit ~
Agreement, and also the said Unit Operatlng Agreement if the 1mder51gned is a Workmg :
Interést Owner, and the Lmder51gned does’ ‘hereby agree that the parties to said agree-
ments are those persons signing ‘the otriginals of said instrments, counterparts thereof,

" or other instruments agreemg to be bound by the provisions thereof ~The undersigned
does also hereby acknowlédge receipt of a true copy of the said Unit Agreement, and’
also the said Unit Operatlng ‘Agreement if the undersigned is a Working Interest Owner.

IN WIINESS WF[EREgF the unders1gned has executed this instrumént on the date set
forth opposite the undersigned's: 51gnature J. M. }/U‘BE %,RPORALI‘ION '

Date: ___March 12, 1976 | By,M b (BAL e L N

. S .Collins, Vice Pres1dent

Address: ' 2000 West Loop ‘South

Ass§lstant Secretary } "
Houston, Texas 77027

THE  STATE OFTEXAS
COUNTY OF HARRIS J

. The foregomg 1nstrument was acknowledged before me this /Z . day of March
1976, by .J. S. COLLINS - __of _J. M. _HUBE%‘CGEPORATIGN“"‘”‘"’

; a corpomtlon, on behalf of sald corporatlon.

Harris

" My Commission Expires: . o County, Texas
June 1, 1877 ) \\
THE STATE OF
| owmY oF X
#.‘f_ w s 'I‘lI;e foregoing instrument was acknowledged before me this day of *', T
e U y L .

Notary Public in and for
County,

e B "Hf'"" mmission Expires:
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"~ RATIFICATION - McGRUDER HILL UNIT
EDDY COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

”T“‘"‘u‘tm‘&"AS-- certain instruments: entltled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING -
AGREEMENT, McGRUDER HILL UNIT, EDDY C(XINTY NEW- MEXI(X) have "been executed as of
the Sth day of January, 1976, by various persons conductmg operations with respect
to the ‘McGruder Hill Unit Area, located in Eddy County, New Mexico, as more particularly
described in said Agreement; and

WHEREAS, the Unit Agreement; by Exhiblt "A", shows on a map the boundary lines of
the Unit Area and the Tracts therein and, by Exh1b1t “B" describes-cach Tract within
the Unit Area; and

. WH]‘RE'AS' the Unit Agreement and Unit Operating Agreement each provides that a
I person-ma beoome a party thereto by signing the original of said instrument, a

' a counterpart thereof; or other mstnnnent agreeing to be bouna by the provisions thereof;
! and

.o . WHEREAS, the under51gned (whether one or more) is, or claims to be, the owner of a.
- : royalty,. overrldmg royalty and/or working interest in one or more of the Tracts described !
“in Exhibit "B'" of the Unit Agreement. — e
~ NOW, 'IHBREFORE “the under51gned (whether one or more) for and in con51derat10n of
the premises and ‘the beneflts anticipated to accrue under each of said agreements, does
hereby agree to becdile a party to and ‘to-be bound by the provisions of the said Unit
Agreement, and also the said Unit Operating Agreement if the under51gned is a Working
4. “Interest Owner, and the under51gned does hereby agree that the parties to said agree-
3  ments are-those persons 31gn1ng the or1g1nals of said instruments; counterparts thereof,
i or other.instruments agreeing to be bound by the provisions thereof The indersigned
does dlso hereby acknowledge receipt of a true copy of the said Unit Agreement, and
- also the said Unit Operating Agreement if the undersigned is a Working Interest Owner.

L~
. } -
¥
-

. IN WITNESS WHEREOF the under51gned has executed this 1nstrument on the date set
forth opposite the underSJ.gned‘s 51gnature
ATMNTUICHFIELD_CQ\&PANY et

Date: ZNauchs 25 /976 __By./d—- de AN

~8.L. Smith, Attorney-In-Fact

o, e

i
I g . Power of Atterrey lé“
Address: P,0. Box 1610  Fied NM 0358400 M‘jf’
7

i . }
Midland, Texas 79701

THE STATE OF Texas )

COUNTY OF Midland J

2 . The foregomg instrument was acknowledged before me tnlSarf’tl day of%@% >
1976 by S.L. Smith, Attorney-In-Fact of Atlantic RichTield (ompany ‘ _

a corpomtmn, on Fehalf of said corporation.

,= : tary public in and i:or “Midlapd___
7 "My Commission Expires: : 1 Coimty, Texas |
June 1, 1977 B f
| THE STATE. OF X
# Co . COUNTY OF B |
: | ‘ » The foregoing instrument was aclcnowledged before me thlS day of , |
. 1976, b} > . ' )

Notary Public in and tor
County, -

My Commission Expires:




RATTITICATION - Mc(‘RUD}'R IILH l}»\'_ll
L DDY (()‘}Nl'Y y NEW ME \I( 0

KNOW ALL MEN BY 1 IESE PRESENTS, WIAT:

WIBREAS, certain instruments entitled UNIT AGREFMENT FOR ‘ITIE DEVELOPMENT AND:
OPERATION OF M1 McGRUDER HILL UNIT, BDRY COUNTY, NEW MEXTCO, AND UNI'T OPERATING
AGREFMENT, McGRUDER HILL UNIT, IDDY COU‘JTY » NEW ! ﬂ X100, have been exccuted as of
thc Sth day 01 Lmuarv . 1976 by vauoub pexsons conductmg opomt ions w1th 1cspe<,t

,descnbed in sald Aglecment, and

WHEREAS, the Unit Agreement, by Exhibit "A', shows on a wmap the boundary lines of
the Unit l\lCd and the Tracts thou,m and, by lx.ubtt "B" describes cach Tract within
the Unit Arc—ar;v«a]}d’ 7

SIEREAS, the Unit Agreement and Unit Operating Agrcement each provides that-a
person may become a'party thercto by signing the original of said instrument, a
counterpdrt thercof, or othel instrument- agrecing to be bound by the provisions thereof;
and
WHEREAS, the undersigned (whether one or mow) 15, or claims to be, the owner of a
. royalty, ovmndmg royalty and/or working interest in one or more of- the Tracts described
S in ])\hlblt "B“ of the Unit Agrcement,
. PO
I\OW '“LCRIIORE the undelsmned (whether one or wore), for and in consideration of
the premises and the benefits anticipated to accrue under each of’said agreements, does
hereby agree to beconie a party to and to be bound by the provisions of the said Unit. m
Agreement, and also the said Unit Operating Agreement if the undersigned is a Worl\mg
Interest Owner, and the unders*Lgned does hercby agree that the parties to said agree—; /
ments are those persons signing thé originals of said instruments, counterparts thercof,
or other instruments ‘agrecing to be bound by the provisions thereof. ‘The undersigned
doés also hereby acknowledge receipt of a tiue copy of the said Unit Agreement, and
also the said Unit Operating Agreement if the undersigned is a 1\01kmg Interest Owner.
' IN WIT’\ILSS WHI RFOP Lhe under51gned has executed thls 1nst1unent on | the ddt
forth opposite the Lu1d0151 gned's signatuve.

Date: ' April 1,‘,197.6

' W Addl’CSS:P-' 0. Box 2431

Santa Fe, New Mexico 87501

THE STATE OF
" COUNTY "OF X
The foregoing instrument was-:acknowl edgcd before me this ~ ‘day of _ —
1976, by o L of S
a corpomtmn, on be,lalf of said corporation, '
‘ : : Notary Public in and for
My Comiiission Expires: ' County, ..

.
. ’1"

THE STATE OF NEW MEXICO

COUNTY OF SANTA FE )

The fmegomg instrument was acknowledged before me this 1ist day of April ,
1976, by _Roherr N. Enfield and wife, lona L. Zalield - .

1 'T’uiéilc in andA:

County s New Mexico

My Commission Expires:




< rmi

The- foregomg instrument was aclcnowledged before
1976, by aé 75:”%: ﬁ /Zmé 4 of X4
‘a corporatlon, on behalf of said corporation. Y

MY mngg‘kﬁjl.o& &ﬁ?lﬁotarv PubMe .

" RATIFICATION - McGRUDER HILL UNIT
EDDY_COUNTY, NEW MEXICO

KNOW ALL MEN BY 'IHESE PRESENTS, THAT: )

o I\HEREAS, certain instvuments, entitled UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE McGRUDER HILL UNIT, EDDY COUNTY, NEW MEXICO, AND UNIT OPERATING
AGREIMENT, McGRUDER HILL UNIT, EDDY COUN'I'Y NEW HEXI(D have been executed as of
the S5th day of January, 1976, by various persons conductmg operations with respect

.~ to the McGruder Hill Unit Area, located in Eddy County, New Mexico, as more particularly
-described in said Agrecement; and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundaxy lines of
the ‘Unit Area and the Tracts therein and, by Exh1b1t “B" descrlbes ‘each Tract within
the Unit Area; and .

WHEREAS, the Unit Agreement and Unit Operdtmg Agreement each prov1des that a
person may become a party thereto by signing-the original of said instrument, a
counterpart thereof, or other instrument agreeing to be bound by the provisions thereof
and

.WIERBAS, the unders1gned (whether one or more) is, or claims to be, the owner of a
royalty, over udms royalty- and/or working interest in on2 or more of the Tracts descrlbed
in Exhlblt "B" of the Unit Agreement.» : v

NOW ’IHEREFORE the underSJ.gned (whether one or more) s for and in con51derat10n of
the premises and the benefits anticipated to accrue under each of said agreements, does
heteby agree to become a party to and to be bound by the provisions of the said Un1t
Agreement, and also the said Unit, Operatmg Agreement if the under51gned is .a Working

“Interest Owner, and the under51gned ‘does..her: eby agree ‘that the parties to said agree-

ments are those persons 51gmng the originals of said instruments, counterparts thereof, . j
or other instruments agreeing to be bound by the. provisions thereof The undersigned i
does also hereby acknowledge receipt of ‘a true copy of the said Unit Agreement, and
also the said Unit Operatlng Agreement if the undersigned is a Workmg Interest Owner.

IN WITNESS. WHFRFOF the undersigned has executed thls instrument on the date set
forth oppusite the unders;.gned's signature.

Date'\ «-’3 Pé

& - " GULF OIL CORPORATION

ASSISTANT- DECRETARY

THE STA"I‘E‘ OF372z0c ] -
a)mm OF/,Z// )

il 2l
L

Oﬁ@f/
Notary Pugdic in and for i,
County, r/,.% ’
“In AW For Midian £:oyty, Texas . -
- My. Comm!s.alon Explirces June i, 19 2:2

<

-THE STATE-OF 1
COUNTY OF |
The foregomg instyument was acknowledged before me thls day of ,

Notery Public in and for
County,

My Commission Expires:

X
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UNIT AGRERMENT

FOR ‘IIE DEVELOPMENT AND OPERATION
OF THE
McGRUDER HILL UNIT AREA

COUNTY OF EDDY
STATE OF NEW MEXICO

NO. . ‘_..;L

THIS AGREDWhNT entered 1nto as of the 5th day of January‘,

1976, by and between the 1*31 ties subscribing, ratifying or consenflna hereto,

and herein referred to as the "parties hereto".
. WITNESSETH: ¢ |
WHEREAS, the parties hereto are the owners of working, royalty, ot
other oil’and gas interésts in the unit area subject-to this agreement' and
WHEREAS, the Mineral I,easing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U.S.C. Secs. 181 et seq., authorizes Federal lessees and their

representatives ‘to unite with each other, or jointly or separately with

:;;"bu[e'rs—;-:-}'_.“— collectively. adootlng and operatmg a cooperat:we or unlt plan

of development or opelatlons of any 011 or gas pool, f1e1d or 11ke area, orv" |

any part thercof for the purpose of more properly conservmg the natural

* resources thereof whenever determined and certlfled by the Secretary of

“the Interior to be necessary or advisable in the publlc mterest and

WHEREAS, “the Commissioner of Pubhc Lands of the State of New Mexico

of New Mexico, insofar as it covers and includes lands and mineral interests
of the State of New Mexico; and
WHEREAS, the 0il Conservation Commission of- the-State of New Mexico is

auth)rlzed by an Act of ‘the Leglslature (Artlcle 3, Chapter 65, Vol. 9,

Part 2, 1953 Statutes) to approve ‘this agreement and the conservation prov151ons

) hereof; and

WHEREAS, the parties hereto hold sufficient interests in the McGruder
Hill Un1t Area covering the 1and heremafter described to give reasonably

effective control of Operations therein; and

ey
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"selves as .follows:

Q0 ® N e W o W N

- Federal lands, the oil and gas opérafing regulations in effect as of the

the-extent known fo the Unuf Operafor the acreage, percentage, and kind of

tion by any party hereto as to the ownership of any interest other than such
party. Exhibits "A" and "B" shall be revnsed by the Unit Operafor whenever

by the 0|.~3ndfGas Supervisor, hereinafter referred to as "Supervnsor", or

~when requesfe& by the Commissioher_of Public Lands of the State of New Mexico,

MiLRFAS, it 1s the purpose of the parfl “he Gfo;f- conseirve na.tral
resources, prevenf waste, and securo other bensflts obfa!nable fhrough’
development and operation of the areca subjecf to this agreement undor the
;erms, conditions and fiml#afions'héreln ef forth; |

NOW, THEREFORE, In conslderation-of fhe p:emlses and the promlaes hereln

contained, the parfles hereto commit to this agreemenf their respecflve

interests in the below—defgned unlt area, and agree severally among them-

1. ENABLING ACT AND REGULATIONS., The.Mineral Leasing Act of February
25, 1920, as amended, supra, and all valid perfinenf regﬁlafions;‘inqluding
operafing and unit pISh regd\afibns,'heréfofore Issued”fhergunder or valid,
pertinent and reasonable regulajions_hereaffer issued Thereunder are accepted
and made a part of this agreement as to Federa{ lands, provided such regula-

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

"gffegflxe‘QafgmfpreOf governing drilling and producing operatjions, not In- %

P - - - S e - - - e e e = e e e e R [P
, i

consistent with the terms hereof or the laws of the State of which the non- é
Feaéral‘léhd isildggféa,-arg;hé?ng_accepTed and made a part bf this agreement. %
2. ‘UNlT AREA. The.érea specified on +he”méo attached hereto marked
Exhlblf AN is hereby designated and recognlzed as consflfuflng the unit area,
containing 2,257.94 acres, more or lpqq. |
Exhibit "A" shows, in addition to the boundary of the unit area; the
boundaries .and identity of tracts and leases in said area to the extent known:

to the Unit Operator. Exhlbaf "g" affached hereto is a bchedule shownng to

ownership of ofl and gas lnferesfs in all land in the unit area. However,

nothing herein or in said schedule or map shall be construed as a representa-
interest or inTeresfs as are shown in said map or schedule as owned by such

changes In the unlf area render such revision necessary, or when requested
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' houelnafror rnferled Yo as “Commiss!onor", and nof Iess Than fivo coples

of the revised exhlbnfs shall be fllod with the Supervisor, and Two copies
thereof shall bo filed with the Commissioner, and one copy wifh tho New
Mexico ot éonservaf!on Commission, hereinafter referred to as "Commlssion".

The above-described unit area shall whon practicable be expanded to

include-thereln any additional ]ands or shall be confracfed’fo‘exclude lands.

~whenever such expansion or contraction Is deemed to be necessary or advis-

‘able to conform wifh the purposes of this agréement. Such expansion or
contracffon shall ba effected In the following mannei:

(a) Unit Operafor, on its own'morron or on‘demand:of The'DirecTof
of the Geological Survey, hereinaftor referred to as "Direc.or", or on de~.
-mand of the Commlssioner, after preliminary concurrence by The D|recfor

and the Commlssuoner, shall prepare a notice of proposed expans:on or con-

traction desoribing the confemplafed changes in the boundiries of the unlf

area, fhe reasons fherefor, and the proposed effective date thereof, pre-

terably the first day of a month subsequenf to the date of notice.

{b) Said notice shall be delivered to The SUpervstr,;fhe'Commissioner

and the Commission and coples fhereof mailed to the Iasf known address of

each worklng interest owner, ‘lessee, and lessor, whose 1n+eres+s are affecfed

advising that 30 days will be allowed_for submission to the Unit Operator of

any objections. ’
(c) Upon expiration ofﬁfhe'30~da9 period”provlood in the prodéding

itein (b) hgreaf,'uhif Operator shall file with the sbpervisar, the Commis-

sioner. and the Commission evidence ofvmailing of the notice of expansion |

or ronfracflon and a copy of any obJecfnons thereto which have ‘been filed

‘WIfh fhe Un.f Operafor, Togefher wufh an apptncaflon in suffICIenf number,

for approval of such expansnon or confracfuon and W|fh approprlafe Joinders,
“(d) After due conSIderaflon of all perflnenf |nforma.|on, the expansion
or contraction shall, upon approval by the Supervnsor, ihe Commnssaoner and
+he Commission, become effecflve as of The‘dafe prescribed in the notice
thereof. |
(e) AI! Iegal subdivisions of lands (l e., 40 acres by/ overnmenf

survey or lfs nearesf lof or tract equivalent; in instances of lrregular ‘
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19
20

21

22

23

24

25,

26

27

28

29

- current nonparfﬁcipafing unitized lands and the owners of 60% of the basic

;royaifyAiﬁ;;resTs (exclusive ot the basic royalty interests of the United

-

surveys unusually large lots or tracts shall bo consldéred in multiples

of 40 acros or the necarest qIlquo‘r equlvalenf thercof), no parts of which

.are entitted to be in a parficnpaflng area on or before The t1fth annlver-:

" sary of the offective 3afe of.the first tnitlal parflclpaflng area estab-

lished undor thls unit agreement, shall be climinated automatically from
this agreement, effective as of said fifth anniversary, and such lands sha!l‘
no lqnger be a part of the unit area and shall no lqngar be subject to this
agreement, unless diligent . drilling operaffons are in progress on unitized

lands not entitled fo parficipafionwon*satﬁ‘fiffh anniveréary, in which cvent

ATy g

all such lands shall remain subject heretc so long -as such drilling opera-
tions are contlnued dillgently with not more than 90 days' time elapsing
nefﬁeen!}he comp]afion of one well and the commencment of the nexf’well.

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

within 10 years affer #he effective dato of the first initial participating

area approved under this agreemenf shall be au+omar|caily ellmlnafed from

' Thls agreemen+ as of sald Tenfh anniversary. All lands proved proddcflve

by dillqenf drilllng operaflons affer The aforesald 5-year perlod chall ‘ f

become parTIC|pa+|ng in the same manner as durlng said 5-year perlod ‘How-

ever, when such diligent drilling operations cease, all nonpar?icipafing

‘lands shal | bé'ad¥amafically eliminated effective as of the 9Ist day there-

affer The Unit Operator shalf, within 90 days aiter the effective date of
any cllmlna+|on hereunder, describe the area so ellmlnafed +o fhe saflsfac~
tion of The Supervisor and the. Commissioner, and prompfly noflfy all narties

in inferesf.

[+ 9
e

-
(2]

"D

I f conditTOns,warrant extension of the 10-vear:
this subsection 2(e}, a single extension of not to exceed 2 years may be

accomp | ished by cpnéanf of the owners of 90% of the working interests in the

128

Statesi in nonparticipating unitized lands with approval of the Director and

R R T T

Commissioner, provided such extension application is submitted to the Director
and.Cpmmissioner not later than 60 days prior fo the expiration of said ten-year

period.

i
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'_lnferosf when such an lnferesf is owned by lf

AnY expansion of the unit area pursvant to this sectlon which emeOCGS

lands therétofore ellmlnated pursuanf‘fo Thls subsectlon 2(c) shali not be

“consldered automatic commitment or recommitment of ‘such lands;

"3, UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed fo this
agreement shall constitute |andireferred Te herein esu"uniflzed‘land“ or
"land subject to this agrecment". All oll and gas In any and all formations
of the unitized land are'UniTIied under Tne terms of- this agreemenf and heroln .
are called "unitized subéfences"

4. UNIT OPERATOR. NORTHERN NATURAL GAS CI»H%UWY is hereby de51gnated ‘as Unlt

Operafor and by signature hereto as Unit Operator agrees and consenfs to -

accept The duties and ‘oblligations of Unit Operafor'for the discovery, : é.A-

developmenf and production of unitized substances as herein provuded When-~

ever reference is made herein to the Unit 0pera+or, such reference means

The Unit Operator acting in that cepacnfy and not as an owner of lnferesf i

in unitized substances, and the term "working inferesf owndi" when used

herein shall lnclude or' refer to Unit Opera?o. as the owner of ‘a worklng

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall

<3

have the right to resign at any time prior fo'fﬁé“egféBTTEHménf of a

articipating areca or areas hercunder, but such vesignation shall not
p gne

become ef fective so as fo release Unit Operator from the duties and obliga- i

“tions of Unif10pera?or and terminate Unit Operéfor's rights as such for a

peried of 6Lmonfﬁ5‘affer notice of intention to resign has been served by
Unifébpera%or on all working inferesf owners‘énd the Supervisor; the
Comifiissloner-and” fne Lomm|5510n, and unfll all welis fhen drllled here—
under are placed in a satisfactory condition for suspension or abandonment

whichever is required by the Supervisor as to Federal lands and by the Com-

. missioner as to State and privately owned lands, unless a new Unit Operator

shall have been seleefed_and approved and sha!l'have‘faken over and assumed
fne duties and obligafions of UniT}Operéfor prior to the expiration of said
period. | - |

Unit Operator shall have the right fo resign In like manner and subject

to like Iimifarions as above provided at any time a participating area

REPPT
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1 - Tabllsﬁﬂd helcundor Is In exlsfence, but, 1n atl Insfances of reslgnatlon
2 or removal, untl! a succeoqor Unit Opora#or Is sclected and approved as
3. herelnaffer provided, tho working Interest owners Shall bo Jolnfly rcsponsl-
4 ble for perforﬁance of'fhe_duT!es of Unit Operator, -and shall, nof.lafer
5 than 30 days before such rééignafion or rcmOVaI bocodes effective; appoint .
\6 a common agenr to |cp|esenf +hem in any action to te faken hercunder.
7 _The res:gnaffon of Unit OperaTor shall not release Unit Operator from
8 | any llability for any defaulf by it hereunder occurring prior "to the effec-
9 tive date of ifs ’resignaﬂom ’
10 The Unit- Opera+or may, upon default or failuré inﬂfhe‘berforﬁénce of
i “its dufles or obligations hereunder, be subject to removal bya%;é same
12 ‘ percentage vcte of the owners of worklng interests as herein provfded for
i} . the selecfion of a new Unit Operator. Such removal shall be effective ’
i‘|4 -~ . upon notice ?hereof “to the Supervisor and the Comm|55|oner.'

15 « The*res\gnaf1on or removal of Unit Operator under this agreemenf shall
CIgTTLL - not?dermina?e j%éfriéhT, flfle or- |nferesf as the owner of a working—infer-
17 est or ofher interest in un:flzed subsfances, buf upon the re3|gnaTlon dr

I8 . . removal of Unit Operafor becomlng effecflve, such Unit Opera?or shall

19 » deliver possession of all wells,’ equapmenf, manerlals and appur?enances used
.20 in conducf:ng The Ln.f bperafions to the new duly qualufled successor Unit

21 . Operasor or To the common agbnf, If'%o 5uch‘neﬁ Unif Operator is clected,

22 to ‘be used for the purpose of conducflng unlf opéfations hereunder. Nothing

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

24 and appurtenances needed for the preservation of any wells,

25 o 6. SUCCESSOR UNIT OPE ?; TOR: - Whe aever the Unit Operator shall fendef

26 his or its res1gnaf10n as Unlf Operator or bhall be removed as hereinabove

é7 . pro ovided, or a change of Unit Operdfor is neéddiafed by working |nferesf

28 owners, the owners of The working interests in ihe participating area or

29 areas according to their respective acreage interests in such participating
3p  @area or areas, or, until @ parfucupaflng area shall have been esfabliéhed,

3] : +he owners of the working interests aCLordnng to their respective acreage

32 interests in all uanlzed land, shall by majority vote selec+ a successor -

33 Unit bperafor:‘ Provided, That, if a mdjorify but less than 75 per cent of
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~ The wofklng Interests qualified to vole are ovmed by ono party to this

agreomonf, a concurr{ng voie of one br mora adlelénaI wo}king Interost
bwneks-éhall bo roqulrod to seloct a new operator. Such solection shé[l
not becomo effecflvo until

(a) a Unit Operator se. selocrod shall arcepf In writing the dutics
and responsibilities of Unit Operafor, and

(b) the selection shail have been approved by the Supervisor and

. the Commisslioner,

If no successor Unit Operator is selected and qualified‘as herein
provided, the Director and Commissioner at their election may declare
this uhif-agreemgnf terminated. |

- 7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If +he

Unit Operator is not the sdle ownér,of‘working!}nferesf; costs and expenses

S

paid and appor%ioned among'and borée by the owners of wbrking interests,

all in accordance with the agreement or agreemenis entered into by and-

“between The Unrf Operafor and the owners of worklng |nferesTs, whether - ‘one

or more,‘separafely or collecf!vely. Any agreement or agreemenis entered

into befween The workKing inferest owners and the Unit Operator as provided
in this section, whether one or more, are herein referred o as The Munit

opeoaflng agreemonf". Such unit operating agreumonf shall also prov1de

the manrer in which the working interest owners shall be entitled To“receive
their respective proportionate 4nd allocated share of?+he benefits accruing

hereto in conformity ‘with their underiying operating agreements, leases or

other independent contracts, .and such other rights and obligaffdns as be-

tween Unit Operator and the working interest owners as may be agreed upon

by Unit Operator and the york?ng interest owners; however,’no such unit
operating agreement ﬁﬁ?il‘be deemed either to modify any Gf the terms and
conditions of this unit agreemehflcr to reiieve The Unit Operator of any‘J
.right or obligation established usder this unit agreement, and in case of any
Jincoﬁsisfen;y\or conflict between this unit agreement and The-unif‘opera%}ng

agreement, fhis unit agreement shall govern. Three true copies;of any unit

operafingqufgqmanfvexecufed“pursuanf to this section should be filed with

incurred by Unif Operafbr in conducting unit operations hereunder shall be
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with the Commisslon, prior 1o approval of this unlt agrcement.

~ the parfles he:efo only for the purposes hereln spec;fled..

be produced in paying quantities (to- WIT. ouanfi*ies suffiCieﬁ% to répay the . :

the Supervisor and two truecoples with tho Commissloner and ono True copy

8. RIGHTS AND OBLlGATIOVS OF UNIT OPERATOR. Excopt as otherwise
speCIficaIIy plovided heroln, the exclusive right, prIvIIege, and duty of
exechS|pg any and all rights of the parties hereto which are necessary
;r convenlenf tor prospecting for, producnng, sfoling, allocating, and
dlsfribu1|ng the unlflied substances are hereby delegated fo and shall be
exercised by the Unit Operator as s hereln provided. Accepfable evidence of
+itle to said rights shall be deposited with sald Unit Operator and, together - ';
with this agreemenf,.ghall consfifu?e and define the rigﬁ?sj:privileges, and :
obligafiéns of Unit Operator. Nofhlnglherein, however, shall be construed
to %rénsfeF title to any land or to any lease or operating agreemdit, it
being understood Tha+ under this agrecment Thé Unit Operator, in its capacify

as Unlf Operafor, shall exercise the rights of posseSS|on and use vested in :

: 9. DRlLLING TO DISCOVERY. Wtfhln 6 monfhs after.the effecflve date
hgr;of; the Unit Operator shall begin to drlll an adequafe test well at a
Iécafion apbroved by Thérghpervisor, if on. Federal. Iand or by the: Commissioner
|f on Sfafe land, or by the Commission if on fee land, unless on such effective
date a well is being drlllud conformably W|Th the +erms hereof, and fhereafuer

continue such drilling diligenfly unTtI the  Morrow formaflon has been tested

A

or unTiI:éf a lesser depih unitized subsfances ‘shall be discovered which can

costs of_dril!ing,”Compieflng, and producing operaflons, with a rpasonable
pEBfT?Y“br”+HéLUﬁ1ff@ﬁé%é%ér'shai1'af any time establish fo the. satisfaction
of The’Supérvisof if located on Federal ‘lands, or the Commissioner if located
on State lands, or fhe Connission if locatod on fee Tands, that further drill-
ing of said well would be unwarran:ed or impracticable, provided, however,

that Unit Operafor shal | nof in any event be required To drlll said well to

a depth in excess of 11,400 “feet. Until the discovery of a deposit of unitizec
subsfaﬁces cépable of being produééd In paying qdan%ifieé, the Unit Operator
shall continue driliing one well af»a time, allowing hof more than 6 months

between the completion of one well and the beginning of the next well, until
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Cfrom time fo Time before the expiration~of any existing plan, the Usit Operaior

a well capable of producing unitizod substances in.paYIng quantitles
Is completed to the satisfaction of sald Supoivisor 1f on Federal iand,
or the Comnlssloner 1f on,STafo'land, or the Cormlssion iIf on fee land,

or until it Is reasonable proved that the unitized land is Incapable of

producing unitized substances in paying quantities in the formations drilled

" hercundor. Nothing in this sectior shall be deemed to limit tho right of

fheVUﬁif‘Operaforyfo resign as provided in Secfjon 5 hereof,'or as requir-
irig Unit Operafofkfo commznce or continue any dritling during the period
pen&}ng éuéh resignation becoming effééfive in order fo comply wifﬁ the
.requiremenfsAof'fhis section. The.Supervisbr and Commissioner may modify
.fhe drilling roequiremenis of this section by granfihg‘feasonable'exfenéfons
of f}me‘Whenj‘in freir opinion, such actlon is warranted. Upon failure
to commence “any well prévided for in this secffon wi#hin the time al iowed,
including any éxfension_of time granfed by the 'Supervisor and the Com-
missioner, this ‘agreement wil!“aufomaficalfy:ferminafe;.upon failure to-

continue drilling diligently anyAweII comnenced hereunder, the Supervisor: !

wax§ndAComstsioﬁér may, after I5.days notice ‘o the Onit Qgera}or!-de¢lar97 R

+his unit agreement terminated. o

10.  PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months after T

completion of a well capable of prodbcingvuﬂi+F%ed subsfancés in paying
-quan%ifieS} the Unit Operator shall %meif‘for the approval of:fhe Supervisor
and The‘CommISSioneE;én acceptable plan of developmenf-and operafioﬁ’%é; ;He |
‘unitized land which; when aﬁprovéd by -the Supervisor and the Commissioner,

shall constitute the further drilling and-cperating obligations of the Unit

hOperaToc‘under_This agreement for the period speciffed therein. Thereafter,

epaeca

shall submit for the approval of the Supervisor and the Commjssioner a. plan
for an-sgditional specified periodg?brwfhe development and oparation of the
unitized land. .

Any plan submitted pursuant to this section shall provide ‘for the

exploration of the unitized area and for the diligénfrdrillihg necessary -

“for determination of the area or areas thereof capable of»producing unitized

substances in paying quantities in each and every productive formation and
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~the approval of the Supervisor, the Commissioner and ihe Commission.

of the approved pfan of development. The Supervisor. .and Comnissioner are i

authorized. to grant a reasonabie exiension of -the &-month: peri

- shall ‘be as complete and adequate as the Suporvisor, the Comnlssioner

ond Comnlssion may determine fo be necessary for Timoly development and

© proper ¢dnservation of the of | and gas resources of the unitized area

" and shalls

(a) specify the numbér and locafiohé of anyrwélls to be drilloed and
the proposed orAer and tlme for such drfllipg} and
(b) +to the oxfenf practicable, specify the operating practices tcgaroed?
as necessary and advisabie for propor con;ervafion of natural
resources. ) R T
Separafé plans may be submitted for separate prédupfivefzones, subject to
Plan§ shail be npdiffeguor supplemented when necessary to meet changed ‘é
conditions éf to protect the interests of all parties to this agréemenf;

zasonable diligence shall bo exercised in complying with the obligations

prescribed for submission of an initial plan of development where such

action is justified because of 'unusual corditions or circumstences. Affer

completion hereunder of a well capable of producing any unitized subsfahqés
in paying quantities, no further wells, except such as may be.necessary to

afford_profecfién‘agéinsf operafidhs‘nof'ﬁnder this agreement and such as may

be speciflically approved by the Supervisor and the Cém@issioner, shal'l be

?‘:” . . <
drilled except in accordance with a plan of development approved as herein

proyfdea. _ _

1. PARTiCIPATiON AFTER DISCGVERY. Upon compleffon of a wefi'capabfe.
of producing unitized substances in paylng‘quanfifies or as soon thereafter
as required by the Supervisor an§ Commissioner, the Unif}OperaTor §ha||“§ub—
mit for approval by the Supervisor and Commissidnqr a schedule, based on
subdivisions of the public land survey or aliquot paffé thereof, of all land
then regarded as'reasonably proved fg be productive.in paying quantities;
ail lands in said schedule on,approva]\of the Supervisor and Commissioner To

constitute a participating areca, effective as of the date of completion of —

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

- 10 -
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The acroages of both Fedoral and non-- chcral lands shall be based upon
approprlafe compufaf!ons from the courses and distances shown on 1he

last approved publlc land survey as of the effectlive da to of each lnlflal
parfldipa@Ing arca. Sald schedule shall also set forth the percen?age of
unirlzed substances fo be alloca1ed as heroin provided to each tract in

the parTICIpaTlng area so esfabl:shod and shall_govprn the allocation
'of'producfion‘commencipg wifh‘fhorﬁfecfiv@ dafe df‘fhe'parfiéipafidb area..
A separate partlicipating arearshdll bo established for cach separqf@‘pool
or deposit offbﬁifizéd’subsfances or for ady group thereof which Is pro-»_
duced as a single gool or zone, and any two or more parflClpaflng areas .

S0 esfablished may be comblned into ode, on approval of the Supervnsor

and Commtssioner. When producflon from two or more parflcipaflng arcas,

S0 esfabllsheu, is subsequenfly found fo be f:om a common pool or dep051f
said participating aroas shall be combined info one effecflve as of such
appropriate date as may be approved or prescrlbed by the Supervisor and
Comnissioner. The parfic?pa?ing area or areas so established shall be reVlsed
from time o fiﬁe, subject to like approval to include additional land then
regaddéd as reavonably proved +o be producflve in paying quanf:fres or neces-
sary for unit operations, or To exclude land then regarded as reasonably
proved noT to be ploducfuve in pay|ng quantities and the schedule of allo-
caflon percenfages shall ‘be rev:sed accordlngly. The effective data of any
revision shall be the first day of the month in which is obtained the know-
ledge or idformafion on which such revision isupfédicéfed,.pfd??déd,'however,
that a more appropriate effective date may be used if jusf[fied by the Uﬁff
Operafor‘and approved by the Supervisor and Coﬁmissioner. No lahd?%héll*be

excluded from a participating area on account of deplétion of the unitized

substances, except that any parfibipéfing-area established under ithe provisions o

of this unit agreement shall terminate aufoméfically whenever a}jvcdﬁﬁféfions
in fhe formaflon on which the parf|0|paf|ng area is based are abandoned.

If Ic the |nfenf of this section that a parfIC|paf|ng area shall repre-

sent the area known or reasonably estimated to be producflve in paynng quanti-

ties, but, regardless of any revision of the parficipaflng area, nothing herein

conTalned shall be construed as requiring any retfroactive adjustment for



I PFPddCTlon obtained brior to the offective date of the revislon of the
2 parflcléﬁflﬁg area. - | .
3 In Tho absonco'of.pgrccmenf at any time botween the Unit Operator
4 " and tho Supervisor and Commlssioner as to the proper dofinif!on or rede-~
: 5 . fialtion of a participating area, or untll a participating area has, or
i 6 arcas have, bcen established as provided hercln, 1%0 portion of all pay~
,S : 7 med%s affected thereby shall bé impounded In a manner mulually acceptable
; 8 1o the owners of work[ng“infcfesfs and the Supervisor @nd Commissioner.
. i 9 Royalties due the Unitéd States and the State of New Mexice, which shall
g; 0 | be defefmined by the Supervisor for.FeqeraI I%nd a;d the Commissioner ?orw
e f 1 State land and the amounfﬂ\ere‘of shall' be deposited, as directed by the
5ﬁ;§ ) 12 Supervisor and Commissidhér respectively, to be helq as ‘uncarned money
'§. 13 until a participating area is_fiﬁally apprdved»and'%hén applied as earned
i g} 14 ‘dr ?efurnéd in accerdance with a defermina%ién of the sum due as Federal /
i;%' 15 . and State royalty on The’basfs”of such approved>pérficipafing‘area;:
“'§' 16 -~ Whenever -it is defermined,~subjecf‘fo the approval of fﬁe Supervisor -
%; B Y A ””éém}dfﬁéiféideiﬁéH‘ah Federa{;land and of the Commissioner as fo wells
§ I8 drilled on Stats land, that ‘a well drilled under this agreement is nct
_ : : lo capabl;a of’"prgducﬂ‘_cfm in paying quantities and inclusion of the land on
 ¢- % , 20 ’wﬁich ff is situated in a‘parficipafihg arca is unwarranted, production
% 21 from éuch vell shall, for fhe.phrﬁéses‘of sefflemenfvamong all parties
i . 22 ofﬁe( than workiﬁg iﬁ%éré#f owners, be allocated to the lénd“an whicﬁjfhé
§ 23 well is located unless such land Is already within the participating area
; 24 established for the pool or deposifkfrém which such producfion is obtained.
‘ f‘ 25 Settlemont for viorking intérest bonefifs from ;uaﬁ‘awén shall be made as
g- 26 = provided in the unit operating agfeémenf. )
27 12, ALLOCATION OF PRODUCTION. All unitized substances produced from
% 28 each pa;ficipafing area established undér this agreeﬁenf, excépf any’parf
% 29 thereof used In conformity with good operafing pracficés within” the unitized
g 30 area-for drilling, operating, camguand other production or development pur-
% 351 poses, for repressuring or recycling in accordance with a plan of developmenf. 
éi 32 approved by the Supervisor and Commissione},'or unavoidably lost, shall be
33 deemed jo be ‘produced equally on an acreage Basis from the several tracts
-2 -
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___payment out of.producflébkobljga#ﬁons of the respective working interest

. participating area shall be allocated as provided herein regardless of {g:-

repfeSsurihg‘or recycling purposes in another participating area,: the first

of unlfizednland of the participating arca ostabl1shed for}sﬁch production
and, for the purpose of determining any Benoflfs;accrukhg under fh}s agreo-
ment, cach such tract of unitlzed land shall have allocated to It such per-
centage of sald production as the number of{acre; of such tract Included

in sald parf!cfpaf}ng aica bears to the To+a| acres éf unitized land in ‘

said participating area, exéepf that allocatlon of produéfioﬁ hercunder for’

'pufposes other +han for settiement of the royalty, overriding royaity, or 3

owners, shall be on the basis,pcgscribed In the unii operating agreement—— b

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

wise. 1t Is hereby agreed that production of unitizied substances from-a

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

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

as withdrawn from such last mentioned: participating area for sale during.
gas ) [ p g g

the Ilfe(of this ﬁgreemenf shall be considered to be fhg'gas so transferred

“uatil an amount Zqual fo that transferred shall bé so pfo&uééd for sale and

such gas sﬁall be allocated to the participating area-fﬁom wﬁfch‘inifially
produced as such area was last defined at the time of such final production.

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

«. Any party hereto owning or cdn?rolling fhefworking‘fhfereST in any unitized

fand having thereon a regular well location may with the approval of the .
éuéeréiscr as to Federal land, the Commissioﬁgr'as‘fo Sf;fe Iénd and the
Commission as to privately owned Iand, at suéh parfy'§ soleirisk, cost and
expense, drill a well to test any formation for which a participating area .
has not been established ofrfo test any formation for which avparficipafang
area haS'beeniesfablished if such location is not within said parficipafiﬁg
area, unless within 90 days of receipf.of notice from said party of his)}ﬁi'
tention to dritl the well the Uan 6perafor elacts and commences to drill such

a well in llke manner as other wells are drilled by the Unit Operator under

" this agreement,

I+ any well drilled as aforesald by a working Tn*srest owner results

- 13 -
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_est owner as herein provided for In special cases, shall make deliveries of

day of\eaCh month for unitized substances produced during the precedlng cal-

In production Such that the land upon which it Is sttuated may; properly be
Included tn a participating arca, such parflc!pafipg arca shall be established
or enlarged as provi&od In this égreemcnf and the well shall fhcr;affer be
oporatéd by'*he Unit Operator 1n accordance wi;h the Te%ﬁ; of thls agrecement
and the unit operatling agreciient.. .

If any well drilled as aforesald‘ﬂy a working inferegf owner obtalns
prodﬁcfion in quantities fnsufffclenf to jusfffy %he inclusion of fhe land
" upon which such well is situated in a palflcipafing area; such well may be |

0pera1ed and ploduced by the parfy dri!lnrg +he ‘same’ subJecf tfo. +hp _conservas

producfion from any such well shall be pald as speC|f|ed in the underiying
fcase and agreeménfs affected. | |
14. ROYALTY SETTLEMENT. The‘Uniféd‘sfS?éé and any State and any
royalty owner who is entitled to take.in kind a share of the substances -
now uniffzed ﬁereundef'sha!l<herééffer be entitled to the right to 'take In
kind ffs share of the unitized substances, and the Unit Operafbr, or the » %

working interest owner in case: of the operation of a well’by a working inter- :

such-royaiffushare taken in Kind in conformity with the applicable contracts,
laws and fegulafibns.v Setticment for royalty interest not féken in kind shall
be maoe by working lnferesT owners responSIble therefor under exnsf;ng con—~
.racfs, Iaws énd regulaflons, ‘or by the Unit Operafor, on or before the last
endér moﬁ?h; provided, however, that no%h%hg herein contained sﬁall'opeféfe
to ré[iéyeifhe IésseéS‘of‘ény Jand frém their respective léase obligations o
for the payment of any royalties due under Their leases.

If gas obtained from lands nof subJecf to ThIS agreement is.introduced
into any participating area hereun;;r, for use |h repressuring, sflmuIaTlon
of production, or increasing utfimajg recOvérY, in conformity with a plan of

operations approved by the Supervisor, the Commiséioner, and Commission, a

like amount of gas, affer seftlement as herein provided for any gas transferred
from any other participating area and with appropriate deduction for loss from

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

- 14 -
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- provided, that for leases on which the Fbyalfy rate depends on the daily aver-

“jeases from-the United Statas unless quoh rental or minimum royalfy |s halVed

| N

royalty free as to dry gas, but not as to any producfé”ﬁﬁiéh”may'uu extracted

therefrom; provided ‘that such withdrawval shall bo al such time as may be -

“provided. In tho approved plan of operaflons or as may oTherwlSG be consented

to by fhe Supcrvisor, thoe Commissionor and Commission as confo:mlng fo good

potroleum cng!noerlng pracfice, and provldod further, that such rlghf of """

1

wlihd:awa! shal | elmInafe on Thef.elm!naf!on of this unit agteemenf
' Royal1y due the Unlfed Sfaies shalli be computed as prov1ded in the
operafing regulations and paid in value or dellvcred in kind as to all unitized

substances on tho basis of the amounts thereof allocated 1o unitized Federal o

land as provided herein at the rate speci}ied in the respective Federal leases,

" or at such lower rate or rates as may be authorizéd By law or regulation; i

age production per well, said average production shall be determined in accor-

dance with the operating regulations as though cach participa%ing area vere a

’

1 A R e

single consdlidated lcase.
Royalty due on account of State lands shall be -computed and p=id on the
basis of all unitized substances alloéaféd to such lands.

15. RENTAL SETTLEMENT. Rental or mlnlmum royalfles due on leases com- -,%

mitfed herefo sﬁ;)! be paid by working interest owners. respons;ble Therefor
under é#isflng contracts, laws and regulations, provided fhaf nothing herein
confained”sﬁgil opera+e”%é relieve';he lessees of any land from their respec-
tive lease obligations for The baymenf}ofiéqy fénfal ;r mi&jmum qoyalfy due
under fhelrflea;es. Rental or minimum rdyalfyAfOr lands of the United States

subjecf to this agreemenf shall be pald at the rate Speleled in the respec.lve‘

suspended or reduced by law or by approval of the Secrefary or his duly aufhi
orized reprééenfafive.

Rentals on State of New Meg}co }ands sub ject for%hgé‘agreemenf shall be
paid at the rates sbecified in the respective leases.

With respect to aﬁy lease on non-Federal| land con+a|n|ng prOVIS|onSthICh
would Tefminafs such Jease unle;s driliipg'bperafibns are coummenced upon “the

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

the privilege of deferring such drilling operations, the rentals required

- |5 -
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thereby shafl, notwithstanding any other provisions of this agreement, be
decmod +o accrue and becoins payable during the Term thercof as exfended by
fhls agioemenf and until fhe roquired dritling operafions are commenced

upon the land covered thereby or uatil some portion of such land Is included
within a participating arca. '

16, CONSFRVATION Operafions hercunder and production of unitized
subs?ances shall be c?nducfod to provnde for 1he ‘most economlcal and Kianl
client recovery ‘of said substances w;fhouf waste, as defined by or pursuant
to éféfe or Federal taws or regulafion§;: -

{7. DRAINAGE. The Unit Operator shall take such measures as the

éﬂpeﬁg]§or and Commissioner deem appropriate and adequate Yo prevent drain-

age of unitized substances from unltized land”by wells on land not subject

o this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions

“and provisions of all lecases, subleases and ofher contracts relafihg 1o ex~

p!oraflon, drllling, development or operafions for oil or gas on lands com=

,;m:ffed fo Thls agreemenT are hereby ‘expresst ly modified and mended To fhe

exTenT necessary fo make The same conform “to 1he provisions hereof, but

ofherwnse'fo remaln in full tofce‘and effecf; and fhe parfles hereto hereby

consent that the Secrefary as to Federal leases and the Comm15510@°r as. to-

14

S.afe leases shal! and each by hlS approval hereof, or by the approval hereof
by their duly authorized represenfafives, do hereby esfabllsh alter, change

or revoke the drllnsng, producnng, rental, minimum royalty and royalfy re-

quirements of Federal and Stafe leases commifted herefo and the regulations

“in respect therefo fo conform said requirements to the provisions of this

agreement, and, without !imifing‘fhe‘generalify ofrfhe foregoihé} all leéses,
subleases, and contracts are particularly modified {n étcordance'wffh tha
following: |
{(a) The developmenf and operation of land; subject to this agreemaﬂf
under the terms hereof shall be deemed full. performance of all obligations
for development and operation with réspecf to each and évory saeparately
\ owned Tracf subJecf to this agreemenf, regardloss of wheThor there Is

any devélopment of any parflcular tract of the unlt aroa.

- 16 -
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.which, by its terms might expire prior to the “termination of this agréd-

unfll The fermnnaf:on hereof Any other Federdl lease commi.fgd hereto

as to the land commif?ed so long as such lease remains subjecti hereto,

(b) _Drflllhg and producing operafloﬁs perforhéd hereunder upon any

Fract of uniflzod land wlll bo accopted and deemed 10 be performed

upon and for the beneflf of cach and every tract of unitized land, and

no locaso shall bo deemed to-explre by reason of fallure to drIII or
produce wolls situated on the land therein embraced. »

(ci" Susponslon of dri!}ing or producing bperafions on all qnifized

lands pursuant to direction or consent of TheFSecrefary and 'Commi ssioner
or thelr duly aufhori;ed representatives shall be deemed fo constitute
such suspen5|on pursuant To such d::ecfion or consent as to each and every
tract of unitized land. - A auspen5|on of drilling OrwﬁlOdUCIng operafnons%
limited fo specified lands shal! be appl:cable only fo such lands. E
(d) Each leassae, subl;;se or contract :elaflnq to fhe exp!c ration, drlli-:

ing, development or pperafion for oil or gas of lands other than those

of the United States or State of New Mexico committed to this agreement, %

4]
Wt

menf ‘is hereby extended beyohd any such term so provided therein so

I
H

fhaf it shall be continuéd in fFull force and effect for and during
the term of Thls agreemen+. : ‘ ; <‘§
(e) Any Federal Iease for a fixed term of twenty’ (20) years or any
renewal thereof or any part of such lease which {s made subjecf tTo
‘his‘ greemenf shal | conflnue in force beyond the ferm provuded therein

/

sha}l continue in force beyond‘fhe term so provided therein or by law

provided that production is bad in ééying quantities under this unit
agreement prior to the expirafion date ofa;ﬁé”ferh §f such lease, or in
the event actual drilling operafions are coirmenced on unitized lands,
in accordance with the provns;ons of this agreemenf prior to the éend
of fhe primary term of such lease and are being dullgenfiy prosecu.ed
at that time, such lease:shall be extended for two years and so long

thereafier as oil or gas is produced in paying quanfifies in accorgance

_?ifh;fﬁ?' r 'i$|ons of the Muneral Leasnng Act Revision of !960.

"(f) Each sublease or contract relating to the operation and development

-7 -
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. - of ualtlzed substances from Iands'of the Unlféd‘SfaTes comﬁlf%edf
1 4 2 to this agreement, which by Its terms would expire prior fo the
N 1: 3 time at which the underlylng“loése, as extended ‘by the lmmediately
3' 4 precoeding paragraph, will gxpire,‘ié heréby e*fenqed beyond anyfsuch
%: 5 torm so provided therein so that it shall be continued in full force
i E? 6 and effect for and durlag the +erm:of }he underlying lease as such:
Eé 7 ferm is herein exterided.
) T 8 (g) 'Rﬁwaéééé"éﬁﬁiﬁéiﬁg”Téﬁﬁ‘“cf“fha“STa%evéﬁiJewrMexico which is
9 made subject to this aé;égééﬁf, shéll confinueifn force beyond the
. 10 term ppoéidedyfherein as TQ.The lands conﬁﬁffed heréfo.unfll the %
wsil Il ’ Teéﬁinafion hercof, sdbjecf to the p?ovi;iong of subsectlon (&) of o
. ;5 ‘é 12 . ~ Section 2 and subsection (i) of *his Section 18,
B éﬁl 13 .(h) The segregéflon of any Federal lease committed fo this agree-~
14 ment 1s governed byffhe folloﬁing provisions in the fourth paragraph
5 of Sec. |7(}) of the Mineral Leasing Act, as amended by the Act of ;
96 - B Sepfembef 2, 1960. (74 Stat. 78|—784); "Any .(Federal) lease heretofore o
_t7_ or hereaffter comitted to any such (unit) ;Ian embracing Iandsifﬁaf
18 - are in part within and in part bufside';f'fhe area Eover;d/by éﬁ§ such
9 ~ plan ghali be segregated infé separafé leases as to the lands csmmiffedﬁw
20 - and 4%9 lands ndf comﬁiffed ésiof the effec?ive date of unitization:
21 | v-PrQVidéd, however, That any such lease as to ?he‘nonuni%fZed portion
22 5 ‘ ~ shall continue in fqrcé’and effect fqr;}he term Theféqfhﬁu¥ for not’
% 23 o less Thaq two yearS“?r§m;The*da%ﬁ'e? such seg;egafioﬁ and éo long
i 24 fhereafféf as oil or'gaé}is produced 1n paylng»quanTjties;“ .
; 25 f:? () Ahy tease embracing lands of the State of New Megféo having only
fi _ 26 ‘ a‘porTiOﬁ'of"i+s {ands'coﬁﬁ%{%ed3hsre%o; shall be segregated as to ‘the
3 - 27 . © portion committed and the portion not commiifed,’énd:fhe\proQisiOQ§vof
. 28 v sueh lease shall apply separately to such segregafe& portions comméhcfng
% 29 . as of fhe effective date héreof; provided, however, notwithstanding ahy”_“wwiﬂﬁrw
U  | o § 30 \ of the provisions of this agreement to ?hé contrary any lease embracing
31 u_ lands of the State of New MexicovhaVing only a portion of ifs lands
f 32 - committed hereto shall ‘continue in-full force and effect beybn@ the term
33 provided therein as to all lands embraced in such lease, if oll or gas
- |8 -




2 : from some part of the tan -cmbraced In such !ease at tho explrafion
-3 of the secondary term ;f such lease; or if, at the expliration of the -
'.M_MWW",”4;WW;Wm_wmmféggggggcy:tgpm,ﬂthguiesscq or Unit Operator is then engaged In bona flde
5 drilling or reworking operations on some part of the lands embraced 1n
| 6 such leaso, The same, as +o all Yands cmbraced thercin, shatl remain In
7 'full force and effecf so long as such opera1|ons are being dlllgunfiy
8 . / prosecuTed and ‘if they result ! -a'prcuucf|on of oll or gds, sald ‘% .-
‘ 9 - leasgmshall contlaue In full force and effect as to all of the lands ;
: 10 . embraced therein, éo long %hereaffar as éll or gas in paylng“quaﬁT?fIGS" %
) 11 is being prodgced”frOﬁhany»porfion of said lands. B
Aii?f%gg 12 . (J) Any lecase, other than a Federal lease, Havipg only a portion of its %
- 3Zi%§ I3 . lands committed hereto ‘shall be segregated as to the porf!ﬁn commi tted %‘
_ i4 o and fﬁévporfion‘nof commiffed,‘én& the provisions of such lease shall %
15 : abply‘separafely~fo such segregated porfiéhé cominencing as of the é}fec— %
16 - tive date hereof. In the event any such lease provide§ for a 'lump éﬁm- e-;
1 renfal"paymenf, such~payménf sHaII be Brdrafed béfweenthé-porfiohs so |
18 'seégiegated—in proportion to the acreage of the respecffvg tracts.
i9 | | I9.'.COVENANTS‘RUN WITH LAND. The covenahTﬁ'hereia shall be construed
20 to be covenants runn:ng fith fhe land wu.h’héspecf to the inteiest of fﬁe \
2l . parties here;;\and *helr successors in inTeresf unfll this agreomenf terminates,
22 and any grant, Transfer, or conveyance of lnTeresf in land or leases subject
23 hereto shall be and’ hereby is condlfloned upon the assumption of all privileges #
24 and obligations hereunder by ihe granuee, f;énsferee or other successor in
7725 interest. No ass:gnmenf or fransfer of any worklng lnferesf, roya[fy; or
25 rofher interest subJecf herefo shall be blndung upon Unnf Operafor unfll ﬁé‘
» 27 flrsf day of the cafenﬁan monfh after Unit Operator is furnished with fheF
s R 28 original, photostatic, or certified copy of the insirument of transfer.
| 20 20. EFFECTIVE DATE AND TERM. This agreement shall become effective
E{“' i/ ) : | 30  upon approval by the Secretary and Commissioner, or thelr duly aufh;;ized
3} representatives and shall Termingjenfive (5) years from sald effective dafe
32 unless: |
35 v(a) suéﬁ,dafe of expiration is exfehded by the Director and Commissioner, or
- lg -
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(bs it Is recasonably deternined prior fo 1he explration of “the fIxed
term or any oxtension thereof that tho unlfi7od land 1s Inuapable of
production of unlflzedwgpbsfances In paylng quanfif]es In the formations
fesfcd-hereundor.and after notice of %n}enflon‘fo terminate the agree@enf
on such ground is given by the Unit Operator to all parf?eé in laterest
at fﬁelr last known addiesses, the pgroémenf Is terminated wifh the ap-~
proval of the Supervisor and the Commissioner, or
(c) a valuable discovery of uni+i7ed substances-has been made or
accepfed on un|+17ed ‘land during said lnlflal term or’ any exfensnon .~%
thercof, in which evenf the agfggpenf shall remain in effect for such : é
term and so long as unitized subsfancés‘qan'be produced In quantities k
suffféken? to pay for the coéf of producing some from wells on unitized
land wufhln any parflcupaflng arca established hereunder and, shou!d
producflon cease, Soiong thereafter as dlligenf operaflons are -in’ pro~“‘ “7§“
_gress for the restoration of production or discovery of new producflon'\
and so lth thereafter as unitized suﬁsfaﬁces so discovered canﬂgﬁﬂpro—f~
duced as %foresafd or '
(d) lf is Termlnafed as herevc? 5:0 provided inffhis agreement. This
‘agreemenf may be terminated at any time by nct less fh?h 75 péc centum,
on an écreage‘basis,vof the working interest éwners signatory hereto,
with the appréyél‘gf the Superv}sor and Comhissi§ner} notice of any such
approval to be given by %he Unit Operafor to all parties hereto.

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

hereby vested with authority fo alter or-modify from fime fo time in his dis-

+
¥

[¢]

+3 Qdchlﬁn under rhus agreemenf when such

cretion: ‘quantity and rate of:pr
quantity and rate is not fixed pursuant to federal or State:law or does not
coﬁform to any ;?afewide"yolunfary conservation or allocation progfam, vhich
is‘esfab!ished, recognized and generally adhered to by the majority of oper-
ators in such State, such authority being hereby limited 7o alteration or moc-
ification in the public interest, the puipose thereof and the public interest
to be served 1here5y to be stated in the order of alteration or modification,
Without regard to the fdregoing, the Director is also hereby vesied with

authority to‘alter or modify from time to time in his discretion the rate of
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“to this agreement as to the quantity and ratoe of production fa the absence

ation or expiration of any rights hereunder or under any leases or contracts

in whole or in part to comply with any applicable provision thereof to the

R s

prospecting and devolopment and the quantlty and rato of producfion under

‘“1hls agreeiment when such alferafion or modlf!caflon fs In the lnforesf of

vaffalnlng the conservafion obJecflves sfa1ed In This agreement and ls nof

In vlolaflon of any applicable Fedoral or State law; proyided, further, that

no ‘such a}feraflon'or podificaflon shall be effective as to any land of the

| State of New MeXioo, as to the rate of prospecting and developing In the

abscnce of the specific written approval Theroof by the Comm[ssionér énd

as 1o any lands OfN*HG.Sfa*ﬁeriNeW,MéﬁfCQVQf privafély owned lands éubjeéf .

of specitic written approval Thergof'by Tho Commission.

-Powers 1n this socfion vested .in the Director shall only be exerciscd
after notice to Unit Operafor and opportunity for hearling to be'pefd not | %
less than 15 days from notice. | | |

22. CONFLICf OF SUPERVISION., Nejfher fho Unit Operator nor fhe.work—

Ing interest owners nor any of tiem shall be subject to any forfeiture, termin- %
subject hereto, or -to any penalty or iiabilify'onvaCCOUnf of delay or failure

exfent that the Unit Operator, working interes owners or any of them are
hiddered delayed or prevenfed‘from oohplyino‘fﬁerewifh"bymreaéon of failure

of ‘the Unlf Operafor to obtaia in fhe exercise of due™ dl!lgence, the concur--
rence of proper represenfaTlves of the United States and proper represennoflves

of the S+a+e of New Mexico in and ab 04? any-matters or Things concerning which

it is-required ferein that such concurrence be obtained. The parties herefo,

includinq the Commis sion, agree fhaf all powers and aufhortiy vésted in the

“Commlss:on in and by any provisions of fhls agreement are vesfed in the Com- . ;

mission and shall be exercused by lf pursuanf to the provisions of the faws

of ‘the State of New Mexico and subJecf in any case fo appeal or judicial re- .

viewtas may now or hereafter be provided by the laws of the State of New Maxico.
23, 'APPEARANCES.“;ﬁEff Operator opall, after notice to other parties

affecfe&, havé the righf to appear for ano on behalf of any and all interests

affected hereby beiore the Department of the Interior, the Comnissionsi of

Publlc Lands of the State of New Mexlco and the New Mexlico 011 Conservation

-2 -




Coinnlssion and to 5ppeat trom ‘orders Tssued under the regulations of sald

2 Oepartment, the Comnission or Commlisslioner or to apply for rellof from any
3 of sald regulations or in any procéedings rolatlve fo operaffons bofo}o te
- 4 Deparfmcnf:etwfhewlnjerigr, the Commlissioner, or Commlssion, er any other
5 - legally constituted ad+horify; provided, ﬁowever, that any othor Interested
6 party shall also heve the right at his own ekpenso to be heard In any sucﬁ
7 'pfoceedlng. |
8 .24. NOTICES. AII notices, demands or statements reﬁuired herounder
. 9 to be. glven or rendered ro the parties herefo shal | be deemed fully glven lf i
T, I [6 : g:vedrln writing and pe:sone}dy delivered to +h; parfy or sedd by posfpaid B
T registered or cerflfled mail, addressed to such party or partles at their
: ' 12 _-respective addresses set forth in connection with the signatures hereto or,
& .13. i fe the ratification or codSenf“hereof or to such other address as %Ey such
%;iffy;k_z- 14 parfyhmay_have furnished in writing to party sending the nofice,.demand or - _%
é;;:ﬁt3 ;'véJi,fif 15 sfafemenf. - - | / E
' 16 | 25, NO WAIVER OF CERTAIN riieﬂfs‘-,- Nothing in this agrecment confalned ,
17 i ,shall be consfrued as a waiver by any parfy here?o of The rlgh+ to asser? §
Ié.i , | any Iegal or consflfuflonal rlghf or defense as to The valldx1y or |nval|dufy |
19 | of any faw of the State where.n said unitized lands are loca-ed, or of the
20 _ United States, or regulations 155uedu4heﬁeunder in any way affecting such
721 parfy,’er as a valver by any such parfy of any right be;end h|s or its :
22 - aufhor|+y Torﬁetve. f ;~«~f+«mhav'
23 \ ~26. UNAVOiDABLE DELAY. AlI”~ obllgafions under Thls agreemenf requlring
24 the Unit Operator to' commence or conflnue drllllng or To operate on or pro-
25  ‘duce unitized subsfances from any of the lands covered by‘fhis agreement shalL
1 26 be suspendad while the Unit Opersior, desplle the exerdéise of due care and
27 diligence, is prevented from complying with such ebligafipns, id'Whole or in %
28 ~ part, by sf}ikes, acts of God,‘Federél, State or municipal law or agencies, %
29 uné@ofdable accidents, uncontrol lable delays in transportation, inabifi%y :
30 to obtain necessary materials in open market, or other matters beyond the
. - 31 reasenable control of the Unit Operator whefher-simi[ar to matters herein
32 . enumerated or not. No unit obligation which Is suspended under this section
33 - shall become due less than thirty (30} days ‘after it haeweeen defermined‘}haf
? o - =22 - - — - i}




- ‘ \;i';ﬁ

o
. '
)
'
{

23

24

25

The suspension I's no tongor applicable, Déformlqéflonxof creditable

"Unavoldabie Do lay" time shall pe made by the ynit Gprrator subject to

approval of the Supervisor and Commlsstonap,

27, NONDlSCR]MlNATION. In connsetion With the poerformance of work

vislons of section 202 (1) 3o 1) Inclusive of Exocytivg Order 11246 (30 F.R,
1231-'-9), as amended,which_aro‘"heriéby incorporafed by reference fn this agreement,

28, L0SS OF TITLE, :ntheevenf~f:f;efa*aﬁy“frsaf“a?"ﬂﬁ?ikzed land

shal] ta1} and the +rue owner cannot bg induced to Jjoin in this udff_agree—

© thereto, paymenf or delivery‘on account thereof may be hifhheld“w?fhouf

/- - ———

BN

title dispute, ang then épp.!ie-'-i as{:arneoorrzafurned in aécordance with
such final settlement, .

Unit Qberator 3S such is rg| ieved from any responsibility for a_h‘y
defect or failure of any +it1g hereundertiz.

~2%. NON-JOINDER AND SUBSEQUENT JOINDER,




| - to this agrecment, and, If the interest Is 2 working Interest, by feé owner
- 2 of édch-lnferesf also subscribing +e‘fh0'unlf operatlng agrecment. CAfter
3 operafions are commenced hereunder, the rlight of subsequent Joinder, as
4 provided’ln this section, by 2 worklng intoerest owner Is subjoct to such i
5 requirements or eppr0va|s, 1f any, perfalning to such Jolnder, as may be
6 provided for in the unit operating agreement. *After ¢inal approval hercof,
7 joinder by a non—working Interest owner must be consented To-inHerflng by
. 8 the QorkfhéAidderesf owner “Commii TTed hereto and respons1ble for the payment
I ,9WWWWMM°f any benefits that may accrue hereunder in behalf of such non-working ‘ 4
10 inferé;;: “;“;en working interest may not be committed 1o +his unit agree- ;
(N ment uniessvthe COrrespond|ng vorking |nTeresf is comitted herefo. Jonnder |
12 to the uerf agreemenf by a working interest owner, at any T| ne, muef be
E. 13 accompaniéd'by appropriate joinder to the unit operating agreemen?, if more
14 than one committed working interest owner is involved, in order for the E
is ;inféresf to be regarded as comm|+fed to Thls unit agreemenf. Excepf as
16 - may ofherWIse hereln be prOV|ded subsequenf JOIDderS to this agreemenT ‘shall
i7 be effective as of The flrsf day of The month’ folch|ng he: ..!{ng w'+h~fhe
18 h Ser-ervisor and“dhe-Comm|SS|oner of duly execufed counferparfs—of all or any : % .
[9 ‘ paeers“necessary o es:ab‘|sh effecfuve commiimenf of any tract fo fh|s ?
’20 ' agreemenf unless obJecflon to such Jander is duly made wnfhln 60 days by %
21 “the Supervisor, provided, hnwever. that as to Sfafe lands all subsequenf é
- 22 joinders musf be approved by the Commtssuoner. ' é
23 ” '30;’.COUﬁ}tRPARTS. This agreemenT may be execu%éd in any numbsi of -
24 counferparfs no one of which needs to be executed by all parties or may
25  be raflfled or consenfed o by separaTe instrument in writing uGDCIflca|‘Y
26 referring hereto and shall be blndung upon all 1hese partfies Who have exe- N
27 cuted such a counterpart, ratification, or consent hereto with the same g
28 force and effecf as if all such partles had signed the same documenf and
29 . regardless of whefher or not it is execufed by all oTher parties owning
‘30 - OrF cleiming an interest in +he lands within the above described unit area.
.
— R —— - - -
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31. NO PARINERSHIP. It is expressly agreed that the relation of
the parties hereto is that of independent contractors and nothing‘ in this
agreement coﬁtained, expressed or implied, nor any operation‘sréonducted . ;
hereunder, shall create or be deemed to have created a partnership or ‘ gl
| association between the parties hereto or-any of then,
IN WITNESS WHEREOF, the parties hereto have caused this agreement
5 e to be executed and have set opposite their respective names the date of
‘ - execution. .
T UNIT OPERATOR AND WORKING INTEREST OWNER g
ATTEST: : NORTHERN NATURAL GAS COMPANY .
BY: ‘ BY: "~
DATE:
ADDRESS: 403 Wall Towers West
Midland, Texas 79701
WORKING INTEREST OWNERS
ATTEST: : SRR
BY: oo : ]
DATE:
ANNRESS : -
THE STATE OF 1
COUNTY OF SR ( S | g
The ’foregoing instruneht was acknowledged before me this | day of : v
, 1976, by
of NORTHERN NATURAL GAS COMPANY, on behaif
-of said corporation.
Notary Public in and for
County, _
___ My Comission Expires: . .
- 25 - N
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EX{IBIT 'B" ~ T T l

Exhibit "B" will be prepared to reflect ownership

~as_shown_on Exhibit "A'" and will include Royalty

and Overriding Royalty Ownership Infomation
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1 ' | = UNIT AGREEMENT ’
2 . FOR 'THE DIVELOPMENT AND OPERATION
3 : : - OF THE
© & T TTTTT 0 McGRUDER HILL UNIT ARRA
5 ’ COUNTY OF LEDDY
; 6 STATE OF NIW MFXTCD
7 NO. e e
8 THIS AGREEMENT entered into as of thé  §th day of bJanuary - . ’ |
& 9 1976 by and between the pa1 ties subscrlbmg , ratifying or consentmg hereto, ‘
: ? ic and herein referred to as the " pal ties hereto". |
- 11 , WITNESSETH:
5 12 i MHSREAS the parties hereto are the owners of workmg, royalty, or
_j' ' i k13 ‘other oil and gas interests in the unit area subject to / *‘“c agreement; and
) 14 hf{EREAS the Mineial Leasmg Act of February 25, 1920 41 Stat. 437, as :
i 15 amended, 30 U.S.C. Secs. 181 et seq. , authorizes Federal lessees and their
16 o representatives to unite with each other, or jointly or separ'atelf with
17 otinaxs , in collectively adopting én&‘\dperafing a cdoperative or unit plan i
18 of'~i~dé\fé”ibliinén£"br operations of any oil or gas pool, field, or like area, oi‘ E
19 . any paf(fi thereof for the purpose of more ptoperly"conserving the natural -
_ 20 0 - resource:% therecof whenever detemined and certifiéd l;y the SAecretary‘of- ‘ ‘>v
- 21 ~ the Interior to be necessary or advisable in the publiic “interést‘; and ' ‘ \ '
22 v WHEREAS , the Commissioner of Publchands of the 'State"of New Mexico ‘_ 4“
23 s authorlzed by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes 1953 |
24 Amnotated) to consent to or approve this agreément on behalf of the State
25 of New Mexu:o, msofar as 1t covers and includes 1anrk and mineral-interests - - - i
§ - 2 'of the State of New Mexico; and _ .
E | 27 WHEREAS, the Oil Conservation Commission of the State of New Mexico. is*”
i 28 ‘authorized byran Act of the Leéislature (Article 3, Chapter 65, Vol. 9,
4 § 29‘ Part 2, 1953 Statutes) to apprOveith‘is agreement and the conservation ptdvisions
! 30 hereof; and | | i
A“‘ % 31 WHEREAS, the parties hereto hold”sufficvient interests in the McGruder . |
g 32 Hill Unit Area covering the land hereinafter deécribed to give réahspnkably _
: . 33 e‘i"éec:{tive control of operations there-in; and




(N WHERQASL it ls the purpose of the parflos heroto to conserve natural

2 resources, prdvenfhwasfe, and securo ofher boneflits ob1alnab|o Through
3 development and operation of the arca fubJecf to thls agreemenf under the
4 tarms, condufions and limitations horeln sef forth;
5 NOW “THEREFORE ,-1n bc1sideraflon of fhe plemises and the promlaes hereln
: 6 contained.:the parties herefo commit to this agreemenf thelr respective
2 7 WnTerests |n the bnlow defincd unlf arca, and agree severally among them-
. é 8 “selves as .follows: ,
% 9 1. [ENABLING ACT AND REGULAT IONS. The.Minara! Leasing Act of February
Ib' 25, 1920, as amended. supra, and all valid pertinent régd!afions, including
e operating and unit plan regulafnons, heretofore issuedffhereunder‘or valid,
:}1 12 perfinenf and reasonable regulaflons heleaffer |ssued thercunder are accepted
;1‘ 13 and made a part of this agceemenf as to Federa[ {ands, provided such regula-
-% 14 tions ‘aré& not inconais?éhf with the terms of this agreement; and asrfc-non-
15 ‘Federal lands, the oil and gas operaflng regulafions’in effect as of the
16 ' effecflve'da+e hereof governing’ drllllng and producing operaflons, not 1n-
17 con5|sfenf with the ferms hereof or the laws of the Sfafe of Whlch the non-
’fs' "Federal land is located, are hereby accepted and made a part of 1hls agreemenf.
S b | 2. ‘“NIT AREA. _The area specnfled on the map attached hereto marked
26 Exﬁ?bff "A“ is hereby desugnafed and recognlzed as consflfuflno the. un;f,a%ea,
‘ZI conTainlng 2 257. 94 acres, more or less.
22 _ Exhibit "A" shows, in addnflon to the’ boundary of the un|+ area,'uhe
Y ) “i;gQWi wfééﬁ%dé?ies~and %dehfify of ?ra ts and !e ases in sa|d area to fhe exfen;uknawdn
) 24 .- to the Unit Operator. Exhibit "B attached here?o is a schedule shOW|ng to
25 the extent known 1o the Unit Operator the acreage, percenfaée, and kind of
26 a addersd{p-df oll and gaé‘fﬁféreéfs’in a[l‘Taﬁd;ﬁh”?hé'Uhif\area. " Hlowever;y
2? nothing herein or in said schedule or map shall be bbﬁgfruéd as a represenfa—
i 28  Tion by‘any'parfy heréto as to the ownership of any |n+eresf other than such
29 interest or interests as are shown in said map or schedule as owned by such
30 party. Exhibits A" and "B" shall be rovised by the Unit Operator whenever
} . 31 changes in the upit area rendar such revision necessary, or when requested
% 32 » by the Oil andhéas'Supervisor, hereinafter reférred to as "Su}e?@isor", or
.35 ;when requesfed by the c°mm.ss.éher of Pubiic Lauua‘:fufkf”5§ate of New Vexico.
-2 -
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hereinaf tar xefer:ed To as “"Comnissionor", and not Icss Than five coples
of the revised exhlbufs shall be filoed with the Supervisor, and fwo coples
thereof shall bo .filed with the Commissioner, and one copy with the Ne@r_
Mexico Oil ConserVaTIoh Commission, hereinafter referred to as "Commisgﬁon".
The above-described unit area shall when pracflcable be expédded to
include %herein any additional lands or shall be contracted “to eXcIude lands
whenever such expansnon or confracflon Is_deemed to be necessaly or advis-
able to conform wnfn the purposes of this agreement. Such expansion or A
contraction shall bb effected ia the followiﬁg manners:
(a)  Unit Operator, on its own morion'or on demand of the bfrec?or
of fhe-GeoIoglcal Survey, hereinaftor referred to as. "Direcior", or on de~.
mand of the Commissfoner, after pleltmlnary concurrance by ?he Durec+or
and the Comm:ssnoner, shall prepare a notice of proposed expansion or con-
Tracflod'describing the contemplated cpanges in Tﬁenboundariee of the unit

area, the reasons therefor, and the prdpoéed effecfive date thereof, pre-

ferably The first day of a monfh subsequent to the date of notice. )
.

(b) Sald noflce shall be delivered to the Superv:sor, the Commissioner

and the Commleion and copses Theleof mailed to the last known address of
each worklng interest owner, lessee, and lessor whose lnferesfs are affecfed

advising that 30 days will be allowed_for submission fo the Unit Cperafor of

any objec"f”i'o’fis .
(¢} Upon” expira1|on of The 30 day perlod provlded in the precedlng
item (b) hereof, Unlf Opera*or shall file with fhe Supervisor, the Commls—

sioner and the Commission evidence of mailing of the noflce of “expansion

ction'and a copy of any objactions thereto which' have been filed

»
1
v

C‘)

or “contrac n
with the Uﬁif“Operafor, together with an application in sufficient number,
for approval of such expansion or confraction and with appropriate joinders.

(d) After due“cthiderafion of all perfinenf information, the expansion

or contraction shall, upon approval by the SuperV|sor, the Commnssnoner and

"~ +the Commission, become effecfive as of the dafe prescribed tn fhe notice

thereof.

(e) All legal subdivisions of lands (l.e., 40 acres by Goverament

survey or its -nearest lot or tract equivaleny; in instances of irregular
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surveys unusually large lots or tracts ;héll bo consldorsd In multiplos

of 40 acres or the acarest aliquot cqulvalont fhé(eof), no parts of which

/

“are entitled to be in a participating area on or before the fl1fth analver~:

sary of the of fective date dﬁ the first Initial parflclpaffng arca estab-

lished under this unit %groemenf, shall be eliminated automatically from

.. this agreement, cffective as of said fifth aBniVersary, and such lands shall

no ioﬁger be a part of the unit arca and shall- no Iqhger be subject fo\fhis"
’ ’\\’ ‘l\ —.
agreement, unless dlllgent drilling operations are in'progress on unitized

lands not entitied fo participation on said fifth anniversary, in which event

a}l such lands shallﬂréma[n subject hereto so long as such drilling OQéra-
tions are»éonflnued dillgently with not more fh;n 90 days' time elapsing
befween:fhe completion of one well and %he’éommencmenf of the next well.
All legal subdivisions of lands not entitled to be in a participating area

within 10 years after the effective date of the first initial“par?icipafing

-

o
v wan

areca approved under this agreement shall. .be auféﬁéfica!!y eliminated
this agreement as of sald tenth anniversary. All lands proved productive
by“diligent drillirg operations affer the aforesaid 5-year period shall

become,parficipé*fng in the same mannér as during sald 5-year péridd. How-

ever, when such diligent drilling operations cease, all nonparticipating

lands ‘shall be aufdmafically,elimiaéfed effective as of the 9ist day there-

1 4
s 3 v

af?er; The Unit Operator s;ééi! within 90 days after the effecfive date of
any e}iminafion hereunder, describe fhe area so eliminated to the satisfac-’
tion of fhe Supervisor and fhé;ﬁommissione(, and promptiy notify ail partics
in interest. | .

, I ééndifioné warrant extension of the 10-year pefiod specified in-
this suﬁsecfion 2(e), a single exteasion of not fo exceed 2 years mayrbe

s

accomp | ished by¢Consenf of the owners of 90% of the working interests in the
current nonparticipating unitized lands and the owners of 60% of the basic

royalty interests (exclusive of the basic royalty interests of the United

States) in nonparticipating unitized lands with approvalvof the Director and
Commissloner, provided such extension application is submiited to the Direcior

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

period.
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| nny eprnslon_of the unlt areca purJt*"*—+o*Th* “section which emb:aros

lands theretofore eltminated pursuvant to This subscction 2(e) shall not be
considered automatic commitment or recomni tment of such Iands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. Al | land'commiffed to this
agreement shall constitute land refoerred fn‘herein’ns “unifizeq land" or

"land subject to this agrecmenf“ All oII and gas in any ond all formations

of lho unltized land are -unitized under The terms of- fhls agreeménf and hereln

are called "un|1|7ed subsfances“ -

- 4. UNIT OPERATOR NORIHERN NATURAL GNS(])&#WN’ls hereby de51gnafed as. Unlt
”O;ekafbf and by signafure hereto as Unit Operator agrees and consenfs_fo
accépf the duties and obliigations of Unit OpenaTor‘fbr‘fhe discovery,
development and production of unifized'subsfances as herein"providnd. When-

ever roeference is made herein to the Unit Operator, such reference means

< he Uhifyoperafor acting in that capacity and not as an owner of interést

in unitized substances, and the term “working interest owner”™ when used

herein shall include or refer to Unit Operator as the owner of a working

interost when such-an-interest ‘is owned by it.

)

S. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall

A

- have the right fo'resign at any time prior to the estabiishment of a

participating area or areas hereunder, but such'resignation shall not

become effective so as Yo release Unit Operator from the duties and{gbiigé*

“+ions of Unit Operator and terminate Unit Operator's rights as such for a

_peniod of 6 months affer notice of infention to resign has been served by

Unit Opékafor on all working }nferesf owners and the SﬂperviSqr, the

Commissioner and the Commission, and unti! all wells then drilled here-

bnder are placed in a safisfacfory'condifion for suspension or abandonment

‘whichever is requnred by the Supervrsor as fo federai lands and by the Com-

missioner as 1o State and prlvafely owned lands, unless a new Unit Operator
shall have been selected and approved and shall have tsken over and assumed
the dutiss and obligations of Unit Operator prior +6 the expiration of said
period. |

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

to 1ike limitations as above pfovided at any time a participating area
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- i removal of Unit Oserstor becoming effective, such Unit Operator shal |

24

-~

established hercundorp Is In exisfénce, but, In al] Instances of-resignallon

or4r055;51; unti| a successor Unlt nggatof I's selected and approvéd as
horelnaffer provided, the working Interest owners Shall be jéinfly resbonsl-
ble for performance of ‘the dutles of Unit Operator, and shall, not lator
than 30 day§ before such reéfgqéfién or removal becoﬁes cffective, appoint )
a commonléﬁéﬁf_?awFEEFeseh;»fﬁém\in a1y action fo be taken hercunder.

iThe resfgnafjon’of Unit Operator shaj| not release Unit Operator from
any !fabili?y,for any defadl+>by.if hereunder occurring prior to the-offec-
tive date of its reﬁfgnation.
The Unit Operafor.may; upon defaul+ of'faildié in the performan¢e of
its duties or obligafiéns hereunder, be subject to removal By the. same
percenfagq vota ofthé dﬁders of working interests as/herein provided. for
the selebfion‘of a new Unit Operafor. Sucﬁ removal shal| be effecfive

upon notice thereof to +he Supervisor and fhe“CommiSSiOner-

The resignafion“bfjFéﬁb&éf*dfvﬂﬁ}¥ﬁbpera+or under this agreement shal|

dofﬁfermina+e its righf;'fiflé‘brviﬁ?eresf as ‘the owner.of.a working inter~

est or other interest in unitized éubstances, but upon - the resignation o,

deliver possession of all wells, equipment, materials and appurtenances used

in conducfing‘fhe unit operations to the new duly qualifiéy successor Uai

c
=i
n'

' bﬁéfg}bfréf f@ the common agent,. 1f no such neﬁ’Unif Operator is‘Elecfed,

to be used for ihe purpose of conducting unit operations hereunder, Nothing

herein shall be construed as authorizing remova! of any material, equipment

and appuitenances needed for the preservation of any wells,

6. SUCCESSOR UNIT OPERATOR. Whanever the Unit Operator shall tender
his or jts resignation as Unjt Operator or ;hall be removed as hereinabove
provided, or a change of Uni+ Operator Es‘negofiafed by wb?kiﬁg“inféfesf

owners, fhe‘owneﬁi;cfﬁfhe working interests jn the participating area or

~areas according to thui, respecfiVé_acreage interests in such parficipafing

area or areas, or, until a participating area shall have been esfab}ishéd,
The owners qf the working interests according to their respective acreage

interests in all unitized land, shall by majority vote seject a successor -
Unit Operaf&r:‘kﬁrovided, That, ff a mqjorify but less than 75 per éenf of

-6 -
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the uonklng in1er05ts quallf}bd to.voto- are_ovncd by ono panly to this
agubcmenf, a concurring voto of ono or mor-e addl1lona| working Interost
owners shall bo :oqut.od lo scloct a new oporator. Such selection shall

nof become effecfivo untll

(a) a Unit Operator SO Jolocrod shall accepf in writing the duties

und respons sibilities of Uni b Operator, and -

(b) the selection shall havo been approved by the Sup0|VlSOF and

+he Commissioner.

1f no successor Unit Operator is selected and quaiified as hercin
provided, the Direcfou and Commissioner at their clection may declare
this unit agreemenf terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPFRATlNG AGREFMENT. 1f the
Unit Oéerafor is not 1he sole owner of w01klng interest, costs and expenses
incurred by Unif Operator in conduct\ng unit operaflons hereunder éhall be
paid and appof%iOned among and borne by the owners of worklng lnfercsis,
alI¥in accordaﬁce with the agreement or ‘agreements entered into by and

Zbetween the Unl} bperaior and The owners of working interests, whether one

Q- MOTe, separafely or collectively. Any agreement or agreements entered

into befween The working interest owners and The Unit Operator 2s provided
in this secfnon, whether one or [ore, are- hereln referred Yo as The "yait

operaflng agreemenf . Such unlf operafing agreeméﬁ?mshall also provide

the” manner in ‘which The worklng interest owners shall be entitled to receive

~thelr res oecflve proportionate and allocated share of the benefits. accrU|nq -

hereto in con-orm|Ty with their Lnderlylng operaflng agreements, jeases ‘or
ofﬁe? independent conTracfs, and such oThar righfs and obligations as be-
tween Unlf Opera?or and the working interost owners as may be agreed upon
byvUn;- Qperator and the worknng “Tntforest ownéis; however, no such Qnif

operafing agreemenf shall be decmed either to modify" any 58 the terms and

conditions of this untt agreement of o re!ieve the Unit Operafor of any

right or obligation established ! under this unit agreemenf, and in case of any

inconsisféncy or conflict between this unii agre cement and the unit operafung
agréemenf, this unit agreement shall govern. Three +rue copies of any unit

operating agregmenf executed ﬁﬁ}suanf to this section should befiled with




I - The Supervisor and two truccoplés with the Commissloner and one true copy ‘
2 with the Commlssldn, prior to approval of‘%his unit agreement,
3 | 8. RIGHTS AND OBIIGATIOVS OF UNIT OPFRATOR. Fxcepf as otherwise
’ 4. specifically provided heroin, the exclusive rlghf prlviluge, and duty of
35 5 exercising any ond all rights of the parties hereto which are necessary ;
%f 6 ' ;r convenlent for prospecting for, producing,.sforfng, gllbgafing,'énd :
é 7 disf}ibufing the unitized substances are hereby defegafcd to and shall be ?
. gi 8 ) exefcisedigy the Unit Operator as heréin’pfovided. Accepfablertedence of é
é 9 title to said rights shéi] be deposited with said Unif‘Operafor and, together
;g_ 10 with this agreemenf,-éhall constitute and define the righfs,.privilege§,\and
-ié H - obllgafiéns of Unit Operafort Nothing herein, héwever, shall be construed
‘ : fig 12 to transfer title to any land or o any lease or operating agrecment, it
5 | 13 béing understood fﬁaf under this agreement the Unit Gperafor,é%n its capacity
-  T}u\r 14 as Unit Qperafof, shal | exercise the highfs_qf possession‘ana use vested in
; 15 ‘.fhe parties hereto only for the purposes hereinzspeCified. |
i 16~ ~9;;'DR{LL}NG'TQ DISCOVERY.. Within 6 months after the effecffve date
o 17 hereof, the Unit Operator shall begin fo drill an adequate fest well at a
¥ : 18 location approved by the Supervisor, if on Federal land 7of'by the Commissioner
; ' g 19 if on Sfaie land, or by the Comm|55|on if on fee land, unless on such effecflv;'
; ’?'““, o date a well is being drilled conformab]y ‘with ihe terms hereof, and théreafter
%A _ 21 continue such dr-:lrng Gitigently uﬁéi! the  Morrow formation has been Tosted |
; 22 or qnfii at a lesser depth unitized subsfances'shall-be discovered whiéh égn
25 be produced in paying quantities (to-wit: quanflfres sufflcaenf to repay The
P 24 cosis of driiling, completing, and producing operailons, wnfh a reasonable
25 proflf) or the Unit Operator shaII at any time establish To The satisfaction
26 of the Supeersor if Ioca;ed on Federal lands, or the Comm|55|oner if locaTed
Ziﬁ on Sfa%e lands, or the Cemmfésion if located on feé lands, that further drill-
_ 28 ing of said weli would be'unwarran?éﬁ“ormimﬁfacfiééﬁ1é,”§F6VFHéd,"hcwévék,
ﬁ | 29 . that Unit Operator shall not inﬂany event be required fo drill said well to
: 30 - a'depth in excess of 11,400 feet. Until the éiscovery of a deposit of unifizédv
é 31 supsfa;ces cépable of being producéd In paying quantities, fhe”bdfftbbéréfor
% 32 shall continue drilliing one well af»a time, allowing not more than 6 months
§ 33 between ThQ_COMplefion of oﬁe well and the Seginning of the next well, until
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this unit agreement Termfnaieu.

afwell capable of'prbduéihg unitizod substancos in paying quantities

Is romplefed to lhe satisfactlon of sald Supouvisor if on Fede:al iand,

or tha Comnissioner if on State land, or the Commlssion if c¢a feae land,

or until It Is rcasonablo provoed fhaf the un|1lzeu !aﬁd,is,lﬁcapablewgf_,"
produc{ng unttized subsfances in paying quantitfes in the formations drilled
hereunder. Nothing in this seuflon shall be dcemed 10 1imit the right of
fhe Unlf ‘Operator fo |e5|gn as p:ovuded in Secrlon 5 he:eof or as requir-

ing Unlf Operafor to commence or continue any drilling during the period -

pend;ng such resignation becoming effechve in order To ~comply with the

requirements of Thls,secflon. The Supervnsor and Conm'ssroner may modify

the drilling requiréments of this section by(granfiﬁg reasonable extensions

of.?iheTWhen, in their opinion, suéh actlon is warranted. Upon failure
to commence.any well previded for in fhjS{séE?fon‘withn the time allowed,
including any ex b'S"Wﬁm ;Wfime granted by the Siapervisor and the Com-
missioner, this agreement will automatically Terminafe;‘upoﬁ failure %o
ontinue drilling diligently any well comnenced-hereunder, the Supg¥§isofi
and Commissioner may, affer |5 days notice fo the Unit Operator, declare

10. PLAN OF FURTHER DEVELOPMENT AND OPFRATION. Within 6 months after f
comple%ion of a well capable-of pfoducnng untflzed subsfancé; in paying
quantities, +he Unit Operator shal E;bmif fofwfhe approva] of fﬁe Supervisor
and the Commiss?oner-an acceptable plan of development ‘and operatio

unitized land which, when” approved by the Supervisor and the CommisSIoner,

shall consflfufe the furfher drilling and Ope:aflng obllgaflors of the Unlf

“Operator under this dgreemenT for the period spec1fied fhereln. Thereaffer,

from time fo time béfore the expiration of any existing plan, the Unit Operator
shall submit for the approval of the Supervisor and the Commissioner a pian

rati of ths

C)

for an additional specified period for the devaelopment and opsration
unitized land, USROS

Any plan submitted pursuant to this section shall provide for the

exploration of the unitized area and for The diligent drilling necessary

for determination of the area or areas thereof capable of producing unitized

substances in paying quantities in each and every productive formation and




e oy

SIS
' PR

N

[ T 2 B S V)

L 9~

18

19

20

22

- 23

24

25
T

27

shall bo as complote and-adequate as the Suporvisor, the Comnissioner

and Commlssion may detormine to be necessary for timely development and

~ proper conservation of the oil and gas resources of the unitized arca

" and éhall:

(a}r:géecffy ‘the numberAand Iocafion% of any wells to be drilled and
fhe préposed or&er and>}lme for ;bch drilling; and

(b) 1o the extent pracffcablq, spécify the oporating practices regarded
as neéeséary aﬁ&vadvisab]e for proper congervafion of dafural

resources.

‘Separafe plans may be submitted for separate productive zones, subject to

»fhe approval of the Supervisor, the Commissioner and the Commission.

Plans shall be modified or supplemented when necessary to meet changed

condifiohs or to protect the interests of all parties to this agreecment.

" Reasonable di ligence shafl be exorcised in.complyfng with the obligations

of the approved plan‘of“deéeiopmenfn The Supérvisor—and Commissioner are- -
authorized to grant a reasonable extension of the 6-monthiperiod herein
preséribéd-for‘submission of an initial plan of development where such
action is justified because of unusual condi}ions or circumstances. After

completion hercunder of a well capahle of producing any unitized substances

_in paying quantities, no further wells, except such as may be necessary to-

r

afford protection against oﬁﬁrafioné not Lnder this agreement arid - such as hay

be specifically approved by the Supervisor and the Commissioner, shall be

~_drilled except”in accordance with a plan of developitent approved as herein

r

provided.
I1. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable
ijpfddﬁﬁiﬁg gﬁ??ized substances in payipg quantities or as soon thereafter

as required by the Supervisor and Commissioner, the ‘Unit Opefafbr'éhéii*§u5~

mit for approval by the Supervisor and Commissioner a schedule, based on

subdivisions of the public land survey or aliquot parts thereof, of ail land

.
S
>

then regarded as reasonably proved to be productive in paying quantities;
all lands in said schedule on approval of the Supervisor and CommisSioner ‘io
constitute a participating area, effective as of the date of completion of

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

=10 -
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‘of production commencing with thooffective date -of the participating arca..

so established, is subsequenfly found fo be f:om a common pool or deposit

" Commissioner. The -part{cipating“area or arcas so established shall be revised

regarded as reasonably proved fo be producfive in paying quantities or neces-

ro\li"c:r\n rl—i:‘al'
T R e v NS Toslaar s

ledge or informafion on which such revisioﬁ‘is predicated, provided, however,

of this unii agreement shall terminate automatically whenever all completions

The acnoages of both Fedoral and non- Foderal lands‘sﬂall be baéed upbn<
approprlafe compufaflons from fhe coursos and distances shown on the

last approvod publlc land survey as of the effective date of cach In{flal
parrléipaflng area. Said éEHédﬁ!e shall also sot forth Therpe}cen{age of
unitized substances to be allocated as heroin provided o each tract in
the parflcipafiné area.sd es%ablishod, énd shél[ govern the allocation

. . ‘. :

A scparate participating area shall be established for each separate pool
or deposit of unitized éubs+ances or for any group thereof khich’ls pro-
duced as a single pool or zone, ana any two or more participating areas .
so established may be coﬁbined inTo ~one, on approval of fﬁe Supervisaf

and Commissionor. Hhen producflon from two or more parTICIpaflng areas,

sald participating arcas shall be combined Into one effecfive as of such

appropriate date as may be-approved or prescribed by the Supervisor and
from time to Tiﬁe, subject to like approval, to include additional land then

sary for unit operations, or to exclude land then regarded as reasonably

ey

proved not to be productive in paylng quantities and The schedule of allo-

cation percenfages shall be revised accord;ngly. The effecflve data of any

. f.j.i_i_ _____ e whilch 1

4 Fal . [ . .
'l!‘ ] T ne "!\Jnl T Wil Cr

he firsi ained the KnOh-"'

| SN
S (o157

that a more appropruafe effecfuve dafe may be used if JUSTIfled by the Unit
Operafor and approved by The Supervnsor and CommlSSloner. No Iand shall be
excluded from a narflcupaflng ‘arca on accounf of depletion of" “the unufized

subsitances, except that any participating area established under the provisions

in the formation on which the parficipaling area is based are abandoned.

It Is the infen+ of this section that a participating area shall repre-
sent the area knowin or reasonably\esfiﬁafed to be.producfive in paying quanti-
tles, buf, regardless of any revision of the pérficipafing érea;“no?hing herein

contained shall be construed as requiring any retroactive adjustment for
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" and the Suporvisor and Commlssionor as to the propor dofinition or rede-

production obtalned prlof to the effoctive date of the revision of the

partlclpating areca. _ . -

In tho absonce of agrecment at any time befween thé Unit Operafor

fiditton of a paé%icipaf{ng area, or until a parficfpéffng”area has,.or _ ,

areas have, bcen established as provided herein, the portion of all péy-

ments affected thereby shall be impounded)ln a mannei- mutually acceptable

to the owners:of workihghinfefesfs and the Supervisor and Commissioner.

Royalties ‘due the United States and the State of New Mexico, which shall

which i+ is sifuated in a participating arca is unwarranted, production

‘Settlement for working interest benefifts from such a well shall be made as

be defcrmfﬁed by the Supervisor for Fegéfal‘fandiaéd {he Co@Q§§§ioner for
State land and the amount %hereof shall be deposifed,ﬁas,di%éé}éd'by the
Supervisor and Commissioner respectively, to be held as unearned moncy
until a participating area is finally approved and fhen applied as earned
or refurned in accordance with agdeferminaTién of the sum due as Fédéral
and State royalty on The'basf5’0f~suchhapproved pacficiﬁafing‘arcai"
Wheneveqrff fé’défermined, subject fo the approval of 1he.Supervisor
as 10’we[Jsudri|led'on Federal land and of -the Commissioner as to wells ~
drilled on Sféfe-léﬁd, Th5¥ a well drilled undor this agreemenf‘is nof

capable of bréducf?bn in paying quantities and inclusion of The'landhoh

?

from such well shall, for the purposes of settlement among aii parties
other than workifig interest owners, be allocated tothe land on which the
well is located unless such land is already within the participating area

established for the pool or deposit from Which such production is obtained.

provided in the unit operating agieement.

12, ALLOCATION OF PRODUCTION. Alf unitized substances produced from
each participating area established under this agreement, except any part
thereof used in conformity with good operating practices within the uniffzsd
area for drilling,voperafﬁng, camp and other éroducfion or developrent pur-
poses, for repressuring or recycling in accordance with é planvof development
approved by the Supervisor and Commis;ioner,'or unéboidably fost, shall be

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

- 12 -



l- of unitlzed land of the participating arca ostablished for such production

2 and, for the purpose of defcrmlnlpg any boneflts accrulng under this agree-
) 3 ment, cach such tract of unitized Tand shall have al lécated to It such per-
| 4.. cdnfage of sald productlon as fhe nuwoer of acrgs of such tract |ncluded
Eu 5 in said particnpafing airca bears to the total acres of "unitized land in
y 6 Jald pa(flclpafing area, except that allocaT!on of producflon hercunder - for
7 'PUIPOJGS other than for se1+lemen+ of the royalfy, verrlding roya|+y,<0r
‘ 8 paymenf out of production obligations of the respective worklng interest
) ? 9 - OWNGrS, shall be on 1he basis prescrlbed in the unit operaflng agreement
) é 4 10 » whefher in conformity with the basis of allocation herein set forth or other-
‘:;fé L ‘wise. IT is hereby agreed that produrfion of unitizied substances from'a
B } 12 .parf|C|paTlng area shall be allocated as provsded herein’ regardléé;<;;ﬂxlgﬁ/ésg
‘;: f”A}"M?: St 13 whe-her any wells are drilled on any particular part or tract of said part-
;» 14 icipafing area. 1f any gas produced from one ﬁéF}TETBS?Tﬁg“area is usedfor— ——
15' T repressurlng or recycllng purposes in another parTicipéfing;area; the first
’ 16 gas “withdrawn from such {asf'ménfioned'patficipafiné area for sale:dgrihg‘j ﬁ?
; 17 the life of this agreemen?~shall be considered o be -the gas so Transferred :
I8~ unTlI an amounf equal to +haf franbferred shall be so produced for sale and
é 19 such gas shall be allocated to the parfscupaflng area from which |n|TiaIl§h
‘ § 20 o produced as such area was lasf defined aft The T|me of such final producflon.
21 13;A DPVE[OPMFNT OR OPERATION OF 'NON- PARTICIPAT!NG LAND OR fORMRIIUN:.

22 O Any parfy hereto owning or conTroIIsng the working inferesf T any unitized

23 Iand having thereon a régular well location may wufh the approval of .he
! 24 Supervnsor as fo Fedoral land, the Comm153106;r as to Sfafe land and the
~a§ 25 Comm‘ss:on as to prlvafely owned land af such party’s so ié\)iSK, cost and
% 26 expense,;dri!! a well to fest any tormation for which a participating area
% 27 ‘has nof been established or 1o test ahy fofmafioh for which a parTicibaTing
% 28 area has been established if such location is nof within said participating
% ég ‘ area, unless wlfhnn ‘90 days of recelpT of nofice ir m said party of his.in-.
% 30 tention to drili the vell the Unlf Operator elects and commences to drlll such
h é T3 aweil In ke mannsgit 35 ofher wells are dril]ed by the Unit Operator under |
32 this agreement. o A ‘ g o )
33 ‘ If any well drllled as aforesaid by a workling interest owner reéulfs
-‘3_




| .. in production such that the land upon which it Is situated may: properly bo

2 Included In a pnrflcipaflng arca, such par%iclpafing area shall bo established
3 or enlarged as paovnded in Thls agleemonf and fhe wel shall fheréaffér bo
4 oporated by ‘the Unit Operator In accordance with tho Terms of thls agreement
’ ’ é: 5  and the unit operating agréement..
T g » 6 ' 1f any weii driIled‘asfaforesaid~gy;a working inTeregf owner obtalns
%; 7 prodﬁcfion in'quantities insufficient to justify the inclusion of the land
%é 8  upon which such well is situated in.a parficipafiné area, such well may be
. § 9 - .operated and produced byifhe party drilling the same subject fokfhe;consefyg— T
10 tion requiremenfé of this ;greemenf. The royalties in amount or value of |
j';; é o : production from any such well shall be paid as specified in the underlying
» js_ %‘E A 12 Iease‘and'agrecménfs affected. o |
- 13 14. ROYALTY SETTLEMENT. The United States and any State and a‘ny:
j’{ ffyfjf é 14 " royalty owner who is entitled o take in kind a share of fhé éubsfante5'~
L 15 . now unitized hereunder shall hercafter be entitled to the right: fo fake In
:. ; '[QW?M;V_klnd its share of the unlszed subsfances, and the Unlf OperaTor, or the
: 17 working interest owAér in case of the operation of a well by a working inter-
18 est owner as hercin providéd for in special cases, shg]l make deliveries of
19 such royalty:share taken in kind in conformity wifh'The(applicable contracts,
i 20 faws and regulafions. Settlement fér royaITy interest not taken in kind shall
| 21 ~ be made by work|ng InTeresf owners reSponSIbIe therefor under ekiéfiﬁg‘éoﬁ-
22 | Awracfs, laws and regulations, orwby the Unit Operafor,‘on or before the last
23 day of cach monfh for unitized subsfances produced dur[ng fhe precedlng cal-
’ 24 endar mbnfh; provided, however, ihat nothing herein contained shall operate
; 25 " to ’r'e"i ieve the Tessass of 'a’riy':ahd?r"dm “their respective lease obiigations’
T 26 for the paymenf of any’ royalties due under their leases.
L 27 1 f gas obtained from lands not subject fo this ééreemenf is.infroduced
28 ~ into any pér?icipﬁfing area hereunder, for use in représsuiring, stimuiation
§ ' 29 - -of production, ‘or increasing uitimate recovery, in coitforinity with a plan oi -
| 0 -operafions approved by 1he Supervisor,'fhe Commiséioner, and Commissiop, a
3 like amount of gas, after settlement as herein provided for any gas fransferred
32 from any oiher parficipating area and with appropriate deducf:on for loss from

33 any cause, may be withdrawn from the formation in which The gas is inTroduced
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- “royalty-freomas to dry gas, but not a3 to any products which may bo extracted

fhereff;m;'provlded that such withdrawal shall be at such timo as may be

&

Ay, - . ) ’
proviZid 1n the approved plan of operatlons or os may otherwise be consented

to by the Shporvisor, tho Comnissionor a&d Cdmmissidn»as conforming to good
potroleum englééorlng practice; and provided further, that such righf'of
withdrawal shall termlnate on the termlnation of this unit pgroémonf.

A Royalty due the-United States shall boe compuled as bFéQfaed‘ih the
dperafing'rpéulafions aﬁd paid in value or delivered in kind as to all unitized
substances on the basis of the amounts thercof allocated 1o unitized Federal
land as providéd herein at the rate specifiéd in the respecfi;e'Federal leases,
or at such lower rate or rates as may be authorized by law oﬁ reguraron;M
provided, that for leases on which the royalty’rate dépends on the daily avor-
age production per well, said average production shall be defermined’in‘accbr~

dance vith the operating regulations as fhbbgh'éach pahficipafing areca vere a

’

sfngle coﬁﬁé}idafed lease.
Royalty due on account of State lands shall be compdfed and paid on the

. . . /':
basis of all unitized substances allocated to such lands.

15.  RENTAL SETTLEMENT, Rental or minimum royaff}égAéaéhéhf]eases com-
mitted hereto shal}wbe paid by working iﬁfereSf ovners responsible fhe;éfér
under exisfing:cénfraéfs, laws and regulations, provided Thaf~noThing_herein}f
contained shall dperaTe TO’relieve‘;he lessees of any land from their respec-
fiv&‘}eéée obligations for the baymehftof'any rental or minimum royalty due |
under thelr leases. Rental or{minimdh“royaify‘for.lands of'fﬁernifed’STéfes
subject to this égreemenf shall be paid at the rate specified in the respective

leases frem the United States unless such rental or minimum royalty is waived,

e

 suspended or redg6¢q by law or by approval of the Secretary or his duly auth-

“orized representative. AR

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

paid at the rates specified in the respective leases.

'A,Wf¥hwféspééfr1o any lease oh'hoh-Federél land Cbnféihfng provisions which

would terminate such lease unless drilling operations are commenced upon the
land covered thereby within the time +herein specified or rentals are paid for

the privilege of deferring such drilling operations, the rentals required

- 15 -
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__to State or Federal laws or regulafions;

thereby shafl,}anwi?hsfandihg any other provisld;s of This agreemont, be”
deemod to accrue and becomo payable dhrlné the ferﬁ thercof as e*fendcd by
this agéééﬁéﬁ%land untll the roéulréqurilling operafloﬁs aré commenced
upon the land covered'fhereby or unffl'Some portion of such land Is included
wifhiﬁ a participating areca. . | . |

16, CONSERVATION. Operations hereundPr.and production of unitized
sgﬁéiﬁnces shall be conductod to provide for the most economical and effl-~

clent recovery of said substances without waste, as defined by or pursuant

17. jDRA}NAGé; The Unit Oéerqfor shall take such measuges as the
Supervisor and,Cohmissioher deem appropriate and adequate To‘prevenf drain-
age of unitized substances frém unltized land by wells on land not subject |
to this agreement. /

I8.‘ LéAéES AND CONTRACTS CONFORMED ANO EXTENDED. The terms, conditions
and provisfions of all‘leases, subleases and other contracts relafing”fo ex~ -
ploration, drilling, development or operations for oi!gor gaS‘on'Iandg'Com—
mitted 16 this agreement are hereby expressly modified and amended to fhé
ekfchffﬁecessary to mike the same conform to the provisions hereof, gﬁf
othervise to remain in”fﬁii force and effect; and the parties hereto hereby
consenftfhat fhe Seérefary as 16 federal leases and the Commissioner as to

] i
t

State leases shall and cach by hié'approval herebf; or by the approval hereof

by fheir~ddly authorized represeﬁ+5+1ves, do herecby establish, alter, change
or revoke the drilling, produ¢ihg,’ren+al,‘minimﬁh”roya!?y and royaiiy re-~

qbf?emenfs of Federal and State leases committed hereto and the regulations

"in respect thereto to conform said requirements to the provisions of this

agreement, and, without {imiting the generality of the foregéing, all Ieaéés,
subleases, and contracts are parficslarly modified {n accordancs wi
folloiring:
..(a) The development and operation of léhds’$0bjec? to Tﬁfs agréemenf
under the terms hereof shall be deemed ful| performance of all obligations
for development and operation with respect to éach and everyﬂséparafely

- owned tract subject to this agréemenf, regardless of whether ‘there is

any development.of any parffbdlar’fracf“of the unlt area.

- 16 -
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" produce volls situated on the land therein embraced.

“tract of unitized landi”

A.whnch by its terms might expire prior to the termination of this agree~
that i1t shall'be confinued in full force and effeci for and dufing

(@)  Any Federalilea e for a fixed term of fwenfy (20) years ‘or any

‘as to the land commi%fed so long as such lease rema|ns subJecf hereio,

provided that producfnon is“had in paying quanTlilca under this unit

(b) Drilllhg and producing operaflons perforhed'horcunder upon any
tract of un|+17od land Wlll ba accepted and deemed fo be pelformed
upon and_. for the benoflf of cach oand every *ract of unitized Iand, nd

no leaso shall be deemed to expiro by reason of fallure fo drill or

(c) Suéﬁbnston of drilling or producing operations on all unitized
lands pursuant to dlrecflon or consont of The Sec:ofary and Commissioner

or their duly au+h0r|zed represenfaflves shall be deemed To constitute

such suspension pursuant #o such dnlecTion or consent as to cach and eveéry.

limited to specnfled lands shall be applucable only fo such lands.

(d) Each leaso, sublease or contract relating to the exploraf|on, drill—%

iﬁg,“deve!opmenf or operaflon for oil or gas of tands other +han those
of The Un|+ed States or State of New Mexico commi tted to fhls agreemﬂnf,

.

ment, is hereby exfended beyond any such term so provided therein so:
the term of this agreemenf.v

renewal thereof or any parf of such lease which is made subJecf fo
this agreemonf shall conflnue in force beyond “the term provided Tnerein
unfil the’ Termlnaflon hereof. Any ofher Federal“ lease comm||1ed hereto

shall-continue In force beyond the ferm soO prOV|dcd *hereln or by |aw

agreement prior to the explrannon date of fhe term of such lease, or in
the event actual drilling operations are corcmenced on unitized lands,
in accordance with the proviSidhé\of‘+his agreement, prior to the end
of the primary férm of ‘such lease and are being diiigently prosecﬁfed
at that t+ime, such lease shall be extended for two years and so long
thereaftier as oil or gas is produced in paying quanfufles in accorgance
with the prOV|5|ons of the Mineral-lLeasing Act Revnsuon of 1960.

(f) Each sublease or contract relating to the operation and development

A susponsnon of dr||I|ng or producnng OPBFBTIOHS;
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(h) The segregation of any Federal lease committed to this agree-

of unlf!7ed substances from Iands of the Unlfod Stafes coumllfed

10 this agreemcnf, which by I'ts torms would explre prior fo the

time at whirh the underlylng Iease, as extended by the immediafo[y
precedlng paragtraph, will expile, is heleby,;xfended beyond any such
term so provided therein so that if shall be confinuednglfull forco
and effect for afd durlng the +erm of the underlying lcase.as such
term is hereln extendod.

(g} Any lease embracing fands of the State of New Mexico which is
made subject to This agréemenf, shall continue In force beyond the
term proJidéd therein as to the lands comniffe& héré?o.unfi! the

termination hercof, subject to the piovisions of subsection (e) of

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

ment” 1s governed by.the following provisions in the fourth paragraph
of Sec. 17(j) of the Mineral Leasihg Act, as amended by the Act of
Sepfemgér 2, 1960 (74 Stat. 781-784): "Any (Federal) lease-heretofore

or hereafter commitied to anv such (unit) plan embracing lands fhaf

ars in part within and in part outside of the area covered by any such

plan shall be segregated into separate leases as to the lands coinmitted « .

and the lands not committeéd as of the effective date of unitization:

Provided, however, That any such lease as To the nonunitized portion

shall continue in force and effect for the term thereof but for not

less than two years from the dafe of such segregaflon and so. Iong

+hereaf+er as 0|I or gas is produced in paying quantities."

(i) Any lease embracing lands of ‘the State of New Meglco having only
a porfidn of . its lands commitfed hcfé%b, shaii be segregaied as
portion committed and The portion not Eommiffed, énd the provisions of
such lease shall apply separately to such segreoafed porflons commencing
as of the offective date hereof provided, however, nofwufhs.andlng any -
of the provusnons of this agreement to the contrary any iease embracnng
fands of the Sfafe of New Mexico having only a pprfion of ifs lénds
commnitted hereto shall cgnftnue»in ful | force and effect bey;nd the term

providod fHQrein as to all lands embraced In such lease, if oll c¢r gas

- |8 -




. Is dlscoverad énd;ls“¢5§56TéW6f belhg"producod In deIng quontitles

2 from somo part of the lands cmbsaced 1n such lease at the exp.railon
3 - of ‘the secondary ferm of such lease; or if, at the expiration of the
i . 4 o secondary .torm, the |es co or Unit Opera1or is 1hen engaged in bona fide
f : ‘ ? . 5 : drilllng or rcworkinq operafions on some part of: fhe lands embraced {a
6 such lease, the same, as to all lands embraced therein, shall remain [In
ri 7 .full force and effoct so long as SUbh operations are being diligently
% 8 - prosecuied, and if they resul1 in the producflon of {1l or gas, sald
A ~ 9 lease sha}l continue In full force and effecf as to all of the lands
. 10 embraced therein, so long thereaftor as 0|l or gas in paylng quantities
- 1 ‘is being produced from any portion bf sald lands. .
: 12 (J) Any leass), ofher than a Fodoral lease, having only a portion of its
3 lands committed horeto shall be segregated as to the portion commited |
V 3 : i 14 | and the portion not committed, an& the brovisions of such lease shall’ ;
E‘ 15 ': apply separafely to such segregated portions commencing as of the effec- 3
_ 16 . - tive date hereof.. In the event any such lcase providegffor a lump sum j
? 17 A rental payment, such payment sHall be prora;ed befween»#he portions so
18 segregared in proporflon to the acreage of the respecflve Tiacfs.
19 I9. COVENANTS RUN WITH IAND The covenants herein shat! be construed
20 to be covenants ‘running with the land with respect to the inferest Qf the
21 péffies hereto and their succeSéofé in inféresf_unfii this agreeménf terminates,
: 22 - ’and‘any grant, fransfer,Aor conveyance bf infe;esf in land or leases subject
g; T, “,,:: 23 hereto shall(befénd”hereby is conditioned Gpon the assumption of ali privfleges
i 24 and obligationé nefeunder by the grantes, fransferee or other successor in
i 25 }ﬁ+eres+.‘ No assignment or Transfér~of ahy‘working’inféfesf, royalty, or é
: >:§ , 2 other iﬁferesf spﬁjecf hereto shall be binding upon Unit Qperafor unfi] %ﬁe ;
| | 27 first day of the calendar month affer Unit Operator is f,ufﬁishéd With the
% 28 ~ original, photostatic, or certified copy of fhe‘insfruménf of transfer. | p
g 29 ’ 20. EFFECTIVE DATE AND TERM;? Thls ‘agreement shall become effective
. | 30 ‘ “upon épproval by the Secretary and Commissioner, or their duly authorized ‘
k}, 3 : 3 ‘representatives and shall terminate five (5) years from said effécfiﬁéthafe
é;” 32 unless: - -
f;4 33 (a) such date of expiration is exfehdéd by the Direciqr and Commissioner, or

- 19 -
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(bs lf»ls reasonably deferm1ned prior to yhe oxpiration nf‘fho’flxed/
term or any oxfension thercof that the unitized land is lncapable “of
producfnon of unirlzed aubsfances in paying quanfliles in the formafions’
tested hereundor and affer notice of |n1enfion‘to terminate the agrecmenfﬂ
on such ground is given by the Unit Opecafor to all parfles in Intecest
at thotr last knovwn addresses, the pgrccmenf is Term[nafed with the ap~
proval of the Supervisor and fhe Commissioner, of

(c) a valuable"discovery of unitized substances’ has been made of

aceepfed on unitized ‘and durlng said initial term or any exfension

‘fhereof, in-which event the agreemenf shall remain-in effecf‘for sueh

term and so long as unitized substances can be produced ln quantities

suffieienf to pay for the cosT of producing somd from wells on unitized

V\and wifhin any parT|C|paf|ng area established hereunder and, should

producfion cease, so long Theueaf?er as d||igen+ operaf|ons are in pro-

- gress for:fhe'res%orafion of producflon or discovery of new producflon
and solong thereafter as‘unitized substances sO discovered can be pro-
duced as aforesaid, or

(d) it is terminated 3s here?ofo;e prOV|ded in fﬁis agreemenf. This

agreemenf:may be fermnnafed af any time by nof less 1han 75 per cenfum,

“on an acreage basis, of the working |n+eresf owners signatory herefo,

“with the approval of The Supeersor and Commnssnoner, notice of any such
pprova\ To be glven by The Un|?>9pe.a. fo atl parf;es hereto.

21, RATE OF PROQOEC||NG DFVFLOPMFNT AND PRODUCT ION. The Direc?orris
hereby vested with auThorITY to alt¥zr or modify from time to time in his dis~
crefion fhe quanflfy and raTe of pfbuuc*.éi under This agreemen? when such
quantity and rate is nof fixed pursuant to Federal or State law of does no.v
conform to any otatewide voluniary conservaf;onror allocation program, which
is established, recognized ana:generally adhered 1o bY the dejorify of .oper-
ators in eu;h State, such suthority being hereby |i;f1ed yo alteration or [oc-
ification in the public interest, the purpose thereof and the gunlic intéresf
to be served thereby 0 be stated in the’order of alferation of modification.
without regard To the foregoing, the Director is also hereby vested with

authority to-alter -or modlfy from Time to time in his discretfion the rate of




- prospecflng and dcvolopmcnf and the quanflry and rato of p:oducflon under

this agreemenf when such alteratlon or modification I's In the Inforesf of

2
3 attainlng the conservarion objectlves stated In this agreement _and s nof
4 in violation of any applicable Fedoral or S$tate law; provided, furiher, that )
S . no such alteration or modlficafion shall be effoctive as to any land of the
i 6 State of New Nexnco, as to the rate of prospecfrnJ and developlng In The
l { 7 abscnce of the specific written approval thereof by the Commtssloner and
E 8 as to any lands of The State of New México or pn:vafely owned lands subject
| 9 to this agreemeont as to the quanflfy and rate of production in the absence
10 - of speC|f|c wr|ffen appaoval thercof- by the Commnssnon.
cll ‘Powers in fhas section vested .in the Dlrecfor-sha!! only be exercised
12 afferwneflce to Unit Operafor and opporfunify fcrbhear{ng to be held not
| 13 less than 15 days from notice, . ;
| 14 22, CONFLICT.OF SUPERVISION : NeITher the Unlf Operator nor the work-
‘Z?éif 15 - ing interest owners nor any of Thcm shal! be subJecf to any forfetfure, fermln— g -
) 16 . ation or expiration of any rights hereunder or under any’ leases or contracts
17 subject hereto, or:to any penalty or llablllfy on account of delay or failure
18 - in whole or in part to comply with any applicable prOVI5|on Thereof fo the
19 extent fhaf the Unit Operator, worklng interest owners or any of them are’
. 20 hlndered delayed or prevenfed from comply;ng fherewlfh by reason of failure
21 of the Unit Operator to obtain in tHe exercise 6f due diligence, the concur-
) 7“22 7 rence of proper represenfafives of The Unlfed Sfases and Proper representatives
% 23 of fhe Sfa+e of New Mexico in and about any matters or things concerning which- N
24 it is reqU|red hereln ‘that such concurrence be obtained. The parties herefo, 7
25 | inclu ing- the' Lommlssibn, agree that all powsrs and aufhorlfy vested in .he |
26J Lomm:ssnon in and by an*mnrOVi5|ons of this agreement are vested in The Com-
27 mission and shall be exercised by it pursuant fo the provisions of the laws
28 | of the State of New Mexico and subject in any case to appeal or judicial re-
29 view as may now or hereafter be provided by the |aws of the State of New Mexico.
30 23, APPEARANCES. Unit Operafor shall, after notice to other parfues .
31 affecfed have the rlghf to appear for and on behalf of any and all :nferesfs
»é 32 affected hereby béfore +he Deparfmenf of fhe Inferior, fheACommissioner of
33 Public Lands of the State of New Moxlco and the New Mexico O} | Conservation
- 21 -
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Comalsslon and to appca[ trom orders lssued under the regulafions of sald

“Department, the “Commission or Cowmlsslonen or 10 apply for rellef from any
“of sald regulations or in any p‘oceedlngs rolaflve to operafions before the
Department of the Interior, tho Commlssioner, or Comnission, or any other
legally constituted authority; provided, however, fﬁaf any other Interested
party shall also have the right at his own expensoe to be heard In any such
‘procecding. | ’
.24. NOTICES. All notices, demands or statements required hereunder
to be given or rendered to the. parties hereto shall be deemed fully given If
given in writing and peESOnally de[iveféa_?a"fﬁéW§5F¥§ or sent by postpaid
‘registered or éé?#ﬁ?ied.mail, addressed to such party or parties at their
respoctive addresses set forfhvid-cdnnecfiéh with-the sighatures hereto or
to the ratification or consent hercof or to such other addréss as any sucﬁ
party may have furnished in writing to party sendfpg the nofice,‘demand or
statement.
25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained %
_shall be coﬁstrued»as a Wa?vé?fby~aéy:§aff5'here+o~of~+he"rign "6’333é§? ‘
any _legal or consfifufionaj right or defeﬁse as to the validity of‘invalidi;y o
of any law of the State wherein said unitized lands aée located, or of the
United Statés, or regulations issued theréunder in any way affecfigg such
party, or as-a Qaiver"by any such paéfy of anf righf beyond his or>i+s.?
authority to waive. _ ‘ ‘ih _ |
-'ZS;H'ZNAVOTDABLE DELAY. All obllqafions under Thls agreemenfvrequlring B
the Unit Operufor To commence or conflnue drllllng or to operafe on or pro-
duce 'unitized subsfances from any of the iands covered by fhls agreement shail-
Vitbe suspended whlle Fhe Unit Operator, desplfe the exercise of due care and
diligence, is prevented from complying with such obllgaflons,_ln whole or iﬁ
pert, by strikes, acts of Géd, Federal,»Sfafe or municipal law or agencies, E
unavoidable accidents, unconTroIIa;Ie delays in transportation,inability

_ 1o obtain necessary materials in open market, or other matters beyoﬁd,fhe

reasonable ‘control ‘of the Unit Operator whether similar fo matters herein

enumerated or ndT. No un|1 obligaflon which is suspended under 1h|s section

—-ghall become due less fhan thirty (30)~ days affer it hos been determined that

-

-22 -
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dcfecl or fallure of any Title Hereunder\

the suspension Is no longer applicablo. Dotermlnation of.credlfable
"Unavoldable Delay" time shall be made by fho Uni+ Cpoicator subjecl to
approval of the Supervisor and Ccmmlssloner. f

27.  NONDISCRIMINATION, ln connectlon with the performance of work
under this agrecment, the operalor_agrces to comply with all of the pro-

visions of scction 202 (}) 10 (7) IncluslVo of Executive Order 1246 (30 F.R,

l?5l9), as amended which aro heleby incorporated by reference fn-this agreemenf.

28, 10SS OF TITLE. In the cvent title fo any Tracf of unitized land
shall fall and the true owner canniot be induced fo join in this unit-agreo-

nenf, such tract shall be aulomaflcally regarded as not commliled hereto

and there- shall be such readjusfmenf of- fulure costs and benefits as may

be required on account of the loss of such title. In the event of a dis-

pute as o Tillevfo'any royalfy, working ihterest or clher interests subject

fherefq;;paymén+“or delivery on account thereof may be withheld without

liability for interest until the dispute is finally sottled; provided, that,
fhe i

as to Federal and State land or leases, NG’ poyﬁ +s of funds due the Unitéd

States or State of New Mexico should be wufhheld but such funds of the

Unrled States shall be depOSIfed as directed by the Supervisor and such

funds of the State of New Mexico shall be deposited as directed by'fﬁe:

Commissioner to be held as unearned ‘money pending final settlement of the

» \\

llfle dlspufe, and Then applied as earned or relurned in accordance w‘fh

“such final se.flemenf.

Unit Operator as such is relievcdilrom any responsjbllify for any

...... ,

29, NON JOlNDER AND SUBSFQUENT JOINDER. |f The owner of any sub=- '
stantial |nleresf in a fract within the unit areca fails or refuses: 1o sub-

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

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

deliverad to the Supervisor and the Commissioner and the Unit Operator
pridrif6 the approval- of this égreemenf by the Supervisor and Commissioner.

Auy oil or gas interests in fands within the unit area not committed hereto -

- prior to submission of this agreement for final approval may thereafter be

committed hereto by the ownar or ownarc thereot subccribing or consenflng

S -23 -




26

27

28

29

30

to this agrecménf, and, |f the interest Is a worklng Inferesf,-by Thé owner
of s;chalnfeﬁésf also subscribing to the unit operating agreemsnt, After
operations are commenced hercunder, the right of subsequentﬂjoinderl;gs
provfded in this ;ecfion, by a wo}k}ng interest owner’ls subject to such
requirements or approvals, [f any, pertaining to such Jolinder, as méy—be
provided for“in the unit operafing.agreemenf._ After final approval hercof,
Joinder by a non~working Interest owner must be consented to in wrifing by
the working interest éwner committed heréfo and responsible for the payment
of any benefits fhaf-ﬁay accrue hereunder in behalf of such non~workin§
infgresf. A non~workjng interest may not be committed to this unit agree-

ment unless the corréspOnding working interest is committed hercto. Joinder

"fo the unit agreement by a wofking:fhferesf owner, at any time, must be

acéompanied‘by apb}oprié+e joinder to the unit operating agreement; if more
than one committed working’{ﬁferesf owner is involved, in order for the
infterest %& be regarded as committed to this unit agreement. Except as
may otherwise herein be provided, ‘subsequent joinders to this agreement shall
be effective as of the first day of the month fofiowiﬁg the fifing'wifh'fhe
S¢rérvisor'and the Commissioner of dﬁiy executed counterparts of all or any
ﬁépéfs necéssary to establish effective commitment of any fract fo this
agreemenf’%ﬁleSs objecfion to such Joihder iS‘duIy made within 60 days by
the Superviéor, pfovided, however, that as to éfaTe‘lands all subsequent
joinders must be a;proved'by fﬁe Cdmmjssibner.

‘30.  COUNTERPARTS. " This agréémenf may be executed in any 6umber of

counTgrparfs no one of which needs to be executed by all paffies or may

be ratifiéd or consented to by separate instriment in writing sepcifically
"referring"herefo and shall be binding upon all those parfies who have exe-

cuted such a counterpart, ratification, or consent herefo wiiih ihe same -

A )

force and effect as if all such paf%ies had signed the same document and

.regardless of whether or not it is executed by ail o¥her parifies owning

) or claiming an interest in the lands within the .above described unit area.




31, NO PARINERSHIP. Tt~ is expressly agreed that the rclation-of — — ———

the parties hereto is that of independent contractors and nothirig in this
agreement contained, expressed or implied, nor any operations conducted
hercunder, shall create or be decmed to have created a parthership or

association between the parties hercto or any of them.

IN WITNESS MIEREOF, “the lﬁarfies hereta'have caused this agreement.
: s '/ s
‘ to be executed and have set opposite their respective nmneé\_‘f_ﬂ)ﬁ;-date of
execution,
UNIT OPERATOR AND WORKING INTEREST ONNER
. R ATTEST: _ NORTHERN NATURAL GAS COMPANY

. BY: ‘ BY: o e

“DATE:

ADDRESS: 403 Wall Towers West
" Midland, Texas 79701

T WORKING INTEREST ‘OWNERS

. 3 . -

Arrrr't:(‘m -----

S 1101 .
¥
?

THE STATE OF » X B

} 149 b s om0 G .

The foregoing instrument was éc]mowledged before me this day of
, 1976, by o ,
. of NORTHERN NATURAL GAS COMPANY , on behalf
- of said corporation‘. " | ' e
; Nota'ry; Public in and for
County, ‘
| My Comniséion Expires:
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BXHIBIT- "B

Exhibit "B'* will be prepared to reflect ownership

as shown on-Exhibit "A" and will include Royalty

i

and Overriding Royzﬁ‘t'y Ownership Information
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Dockets N
January z
advance o

. . : >4 B

‘- Docket No. 1-76

os. 2-76 and- 3-76 are :_en}atlvely set for heari'ng on January 14 And
L, 1976. Applicatfons for hearing zust be filed at least 2% days in
{ hearing date. . . . :

DOCKET: EXAMINER HEARING - WEDNESDAY - JANVARY 7, 1975 -

9 R.M. = OIL CONSERVATION COMWISSTON CONFERENCE ROOM,;

e STATE LAND OFFICE BUILDING, -SANTX FE, NEW MEXICO
The following cases will be heard before Richard L.

S. Nutter, Alterpate Exaniner:

. CASE 5600

IS

Stacets, Exasiner or Daniel

¢ Applicatfon of ‘Chanplin Petrolevn Coapany . for special ‘pool -rules,

E2dy. Counpy; -z Applicant, In the above-styled cause,
special pool rules for tha East Carlsbad-
Wolfcanp Gas Pool,” Eddy Councy, New Mexico, includ_in;g a provision -
for 320-scre spacing. R B

e

CASFE S601: Applicaticn of Consolidated 011 & Gas, :lnc. fof,_do',‘—r.ho!e;toanlngllng,

Rio Atridba County, New Mexico. Applicaat, .in the above-styled cause,
seceks -approval to cotringle Tapacito-Pictured Cliffs and Basin-Dakota
gas production in the wellbore of its Tribal “c" well No. 10-7, :
located in Unft'J of Section 7, Township 26 -North, Range 3 West,

Rio Arriba County, New Héxico. S .

CASE 56D2: Application of Censoliddted 0§l & Gas, Inc. for downhole coxsingling,

CASE 5603:

"CASE 5604:

San Juan County, New Mexico." Applicsat, in the atove-styled cause,

seeks authority to cocmsingle Fulcher Kutz-Pictured C14ffs and Aztec-

fruitiand gas prodection in the wellbore of its Collins Well No. 1

Manléy Well No. 1, and Walz Well Xo. 1; located, ‘respéctively, {in

Caits E, P, ard L of Section 31, Towrship 29 North, Range 1V West,
7" $an Juan County, New Nexico. ) L : '

Application of Burleson ‘and Huff for cocpulsory pooling, a non-
stdndard gas proration unit, and zn unorthodox-location, Lea County,
New Mexfco. &pplicant, in the‘abo_\‘ia-sty!‘ed .cause, seeks dn order
pooling 211 mineral interests in the Jalzat Gis:Pool uriderlyiag

_ the Nif4 of Sdction 35, Towmship 25 South, Range 37 East, Lea County,

- Wew Yezico, to form A non-standard 166-acre proration upit; appli-
cant further seeks. the pooling of all-mineral interests.in the ..
Langlie-Yattix Posl underlying each of. the folloving tracts {n said
Section 35 td' forn thrfe’e",s'ta_ndardréo—q:cte‘.p(_qra'tvlon ynits; the NE/4
Nd/4, to be d ed.to applicant!s Dibbe Uo1d: N5} i ideaded 330
Eget™Tron the North 1iné and 231C feet from the West 1ine of said
Sectfon 35; the. SE/§ /4, to be dedicated to applicant’s Dabbs
Well No. 3, located 1980 feit from the ¥orch and West lines of said
“Section 35; ard the S¥/4 NW/4, to be dedicated to - well to be
drilled cn satd tract _ac 3 standard Langlie Mateix Pool locatfon.
In the eveat re<entry futo’ either, che Dabbs Well No. 1 or No. 3

is unsccqessful_, 2pplicant proposes to drill g replacezent wall

at a standard location on fts tract. Applieant further propuses’
to dodicate’ the 160-acre Jaleat proration ont to.one_of:the throa .
‘above-described vells; 2fd 1n the event Lt shouid be the Dabbs
Well Xo. 1, applicant ‘secks approval for the unorthodox Jalmat

- locatfon for safd well. Also to be. corusidered will be the cost

of re-entering, drilifag, and sozplating said wells and the ailoca=
tiop\_of such cests as well as actual operating costs and charges
for supervision. Also to be considered will te the désignaticn of
the applicant as operator of the wells and a charge for the risk
involved in re-eatering, drilling, and cozpleting said wells.

Application of Burlesca & Huff for a waterfloed project, FLea /County,
New Mexico. Appifcant, {n“the above-styled cause, sceks avthority
‘to institute a vateiflood project in the Querécto Plains-Queen Pool
by the fnjection of watar into the Queen formation through its
Anadarko Federal Yell No. 6 to tz drilled at ‘an unorthodox locatfon
in the approxicete ceater of the S¥/4 of Section 27, Township 18
South, Rapge 32 East, Llea County, New Mexico. Applicant further’
see¥xs an adninistrativy procedure for approval of addicfomal wells
&t standard and ron-standard locatfoss within tke project area.

ERLATHRTS -m-.-.\-A.u..;.u;.bl
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CASE 5605:

CASE 5606:

CASE 5607: .

CASE 5608:

CASE 5609:

CASE 5610:

¢/ CASE $611:

CASE 5612:

CASE 53963

-cause, seeks authority to drill an .

ocket XNo. 1-76
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Application of Saguaro. Oil Coipany for specfal posl rules, San
Juan Ccunty, New Mexico. Applicark, in the above-stylad cause;
seeks the prorulgation of special pool rules for the Tsble Masa-
Dakota Oil Poél, $an Jian County, New Mexico, fncluding a previ-
sfon for 2.1/2-acre spactog.

Application of Tities Sérvice 0f1 Cotpany for downhole cozaingling.
Lea County, New Mexico. -Applicant, in the above-sryledt cause,
seeks approval ‘to cosnirgle Tubb and Drickard Productics in the

‘w2llboze of its Brunson B Well No. 3, located in Unit M of Section

3, Tewnship 22 South, Range 27 East, Lea Ccunty, New Mexico.

Appticaiion of Black River Corporation for an unorthelox ofl well
location, Eddy Coixily, New VYexico.. Applicant, in the above-siyled
1.vadesigndted Canyon formation -
wel? at an unorthodox location 280 2 South lire and
150 feet froo the West line of Sectfon 33, Township 25 South.
Rarge 24 East, Eddy County, New Mexico.

Application of Northern Natural Gas Cozpany for a unit es’ree;ent,
Eddy County, New Kexico. . Applicant, in the above-styled caute,
seeks approval for the Magruder Hil1 Unit Arza docprising ;,258_
acres, nore or less;. of Federal, State, and feg lands in Township
22 South, Range 25 and 26 East, Eddy County, ¥ew Mexico.

Applfcation of Yates Petroleua Corporation for an urorthodox gas
well location, Eddy County, Mew Nexico. Applicant, In the above-
styled cause, seeks approval for the Urorthodox location of its
Nellor “EO" Well to be drilled at a pofat 1930 feet froxz the North
line and 660 fedt frofi'the West line or in the altermative, 650
feet from the North and Vest lines of Section 30, Towmship 17
South, Range 26 Eai¥, Eddy County, New Mexico, the N/2 of said -
Section 30 to be dedicated to the well.

Apﬁlicazion of Yates Petroleum Corporation for an unorthedox gas
well locatfon, Eddy Cointy, New Mexico.. ' Applicart, in the_above-
styled cause, seseks appréval fo: the unortho’:: .ceation of its
Caskey "EV” Well to be drilled at a point €60 feet' frox the South
line and 1400 feet fron the West }éne of Section 30, Township 17
South, Range 26 East, Eddy Colnty, XNew Maxico, the 5/2 of said
Sectfon 30 to be dedicated to the well. -

"Applic"a:ic;n of Davtd C..Collfer for ah unorthodox ofl well leca—

ticn, Eddy County, New Mexico. :'Agplicant, fn' the aboveé-styled

....... By Srehadas -1cssrlan af-his Uslok |

arma-s annle  a LR T 1502
cauza; socks Spprovals£837E Srthedex -1og

" State No. 7 Well located 1330 feet from the South and Keést lines

of Section 17, Township 18 Souch, Rarnge 28 East, Artesia Pool,
Eddy County,. New Mexico, said well having for:er;y been a water
injection welyl._‘

Application of Dalport 011 Co‘:go_ratlon:(or excepticn to the provi-
sions of Order No. R-3221, Cha\"_gs‘Coungy. New Maxico. A?;l{cant,_
ig the abové-styled ¢duse, seeks:ag an exception to the provisicns,
f Cotinissiop fide 3221 pernfssion spose .of

L]
U, E, and L, respectively, of Sestfon 16, Township 15 So.‘.h, F:u:zs,e
30 East, Double L Queen Associated Pool, Chaves County, New Mexico,

e lasare 315 Unit £ of ssid Scetion 16.
in 30 unlined surface pit located da Unit E of s3id Section 16

(Reopened & Readvertised)

Application 6f Burk Royalty Coupany fpr statutory unitizatig_p},
Chaves County, New Mexico. Applicgnt. in_ the abf:ve-gyled cause,
seeks an order unitfzing, for the purpose of secondary recovéry,
21l cineral interests in the Queen forwation underlying the
folloving-described lands, Double L-Queen Pool, Chaves County,
New Mexico:

¢
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CASE 5613:

. ('Vc,' Create 2 new poo. tn Eddy County, ‘New ‘(exico. cla

Docket No. 1-76
-3-

TCYNSHIZ 15 SOUTH, RANGE 23 EAST, NMPY

zozion 23: £/2 SEf4
tion 24: W/2 .SW/4

Sectfon 25: NW/4&, Sw/4 XNE[4, Nf2 s"la SE/§ s;/n. w/2 stl&
} & SEf4 SE/S

Section 36: NEJ4 NW/&, NE/4, N/2 SE/4, & SE/S SE/4

TC'A'.\'S.“:[é 1:5 "TH RANGE 30 EAST, NMPM
Section 3L: 'nIZ. JIZ S“l& & SEf4 SE/S

IQ"':\'SHI? 15 QOU"E, RANGE 23 F.-\ST, b"-‘.?‘{
Section l: Ef2 Ef2

Sectioa 12: NEfG & Ef2 SE/G-

Section 13: NEf4 NEf4

TORNSKIP 15 SOUTH, RANGE 30 EAST, WM
Sectioa 6: X/[2, SW/&, & NW/4 SEJ4
Seetion - 7: W/2 ¥/2 & NEf& US4
Sectfon 18: NW/4 v

. Azong the ..aAtters to be"cons!de:"cd 3t the’ nuaring will be the nec‘é‘s'siéy

of unlt operations and the feasibility of the ptoposzd secondaty recovery
progras; the designation. of‘a unit operator; the deterriination of the
horfzonta'l aad verticzl l.n‘ts 6f the unit area; the deternination of a

“fair, reasonable, and equitable allocatfon of produ\.tion and’ costs of

production, including capitsl Investrent, to each of _the varfous. tracts
fn the uiit area; the detecsinition of “credits “and crarggs to be cade
azcng the various owners in the unit area for their fivestment in wells
and equipzent; znd such othér mattérs as miy be necessary arnd appropriate
for carrying on efiicient unic operations, including, but rot necessarily
li=ited to, uait voting procedures, selection, removal, or substitution
of unit cperator, and time of coszencement and ternination of unit
opzrations.

Southeasters New Yexico, momenclature case callfng for an order for the
creatisa and excension of cer:'a'in pools in Lea, Eddy, and Chaves
Couaties, Yew Mexico.’

{a) Create a new pool-in-Léa County, New'Mexicé, classiffed as an oil
pool for Bond Springs productfon and designatec as the West Grara Ridge-
Bone Spriangs-Pool. . The discovery well 'is Southern Unfon Production ’
Cozpany Barbara Federal Well No. 1 located in Unft I of Section 6,
Towaship 22 South, Range 34 East, XMPM. Said pool would comprise:

TOXNSHI? 22 SOUTH, RANGE 34 FAST, XPM
Sec ion 6. SEI

(b) Crcate a rev pool in Eddy Covty. .\.eu .‘iexko, classified as-a gas
pool for Serawn production and designated as the Kay hollow-Stgavn Gas
Peel. The discovery well s Grest Western Drilling Company Hay Hollow
¥nit Well No, 1 located In Unit J of Section 11, Towvaship 26 South,

Range 27 East, NiPM. Said peol would comprise:

TOWNSHIP 26 SOUTH, PANGE 27 EAST, WP
Seccior 1¥: gf2

{ied as a gas
paol for Dels\"‘re pxodu:tton afd deésigiated as the %ss-Dtau-Dalaware Gas
Peol. Tre discbvery well fs J. C. Willfamson Ross Draw Unft Well ¥o. 1
located fn tatt i of Sectlon 27, Township 26 South, Range 30 £ast, NMPM,
$atd pool would comprise:

TOLISHIP 26 SOUTH, PANGE 3D FAST, NN
Secticn 27: /2  Section 34: NW/4

IS

(d) Create a rew peol in Chaves Cou.ty, lev Mexfco, classiffcd as an
eil pool for San Andres production and designated as the Sulfmar-San’

Exacicer Hearing - Wednesday ~ January 7, 1976 Docket Wo. 1-76

. ~
Andres Pool. The discovery well is McCleliaz 04l Uorporation Lisa A
Federal ¥Well Yo. 1Y lecatgd in Unit Xoof Section 13, Tomhip 15 south,
Range 29 Fast, NMPY. Said pool would comprise: '

TOUNSHIP 15 SOUTH, RANGE 29 FAST, WNMPY e e
Section 13: SW/4

(e} Fxtend the vertical 1ivits of the Legg-ilorrow Gis Pool in Lea County,
New Mexico, to include the Atoka formation; and'radesignate the pool as o
the Legg Atoka-Morrow Cas :ool.

(f) Extend the Antelope Ridge-Morrow Gas Pool in Lea Couaty, New Mexico,
to irclude théréin:

TOUNSHIP 23 SOUTH, RANGE 34 EAST, NPM
Section 26: S$/2  Sectionm 35: N/2

() Exténd the Bar-U-Pernsylvanian’ Poolvia Chaves County, New Mexico,
to include therein:

TOV\‘dIP 8 SOJ"A'H RANGE 33 FAST, NMPM
Sectlon 31:. s/2

() Extend the Nott‘h Burton Flats-'ﬂolfca:-p Gas Pool in !‘.ddy Counly.
New Yexico, to include therein:

“TOVISKIP 20 SOUTH, RANGE 285 EAST, NMPM
Section 19. SIZ Saction 30' k/z

(1) Extend the Chaveroo- -San Andres Pool in Chaves County, New Mexfco,
to include therein.

TOWXSHYP 8 SOUTH, RAXGE 33 EAST, NeM
Section 17: NW/4 Section 18: XNE/4&

{3) Extend the East Chisum-San Andres Pool in Chaves County, Nev Mexico,
to include therein: :

TOFNSH‘IP 11 sOUTH, R.-\.‘:GE 28 EAST, NPM
Section 9: Ef2 SE/4 ar.d S/2 89/

(k) Extend the High Plafns- Pennsylvanian Pool in Lea County, Kew Mexico,
to {nclude thereln- . . N

'IO'n’\SHIP 14 SOUTH, RANGE 34 EAST, KMPM |
Section 26: SW/4

P [

S EE 4 ::. W3 the Jaisal Gas F
.

£x in"Lea County, New Méxies, to imeiude T e AR
therein

TOWNSUIP. 26 SOUTH, RANGE 37 EAST, NMPY
Sectfon 2:  KW/4&

(@) Extend the South Lucky Lake-Cueen Pool in Chaves County, New Mexico,
to include therein: i

(r) Extend the Feco:-Delaware Pool in Eddy County, Nev México, to
iaclude therein:

TOWNSHEP 26 SOUTH, mGE 29 FAST, NMPi(
Section 27: S'-.'/fe RESL and WI2 SE/S

{0) Extead the North Vacuum-abo Pool in Lea Ccunzy. ¥ew Mexico, to
{nclude therein:

TOWNSHIP 17 SOUTH, RANGE 35 EA3T, NMPM
Section 63 SW/4 . !

{p) Extend the Vacuum-Queen Gas Pocl i{n Lea County, New Mexico, to
inclede tnerein.

OWNSfIe 17 SQ("’H RANGE 3% EAST \"{F"
Secuon 11 /e
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOK
THE PURPOSE OF CONSIDERING:

CASE NO. 5608
Order No. R-5150

APPLICATION OF NORTHERN NATURAL GAS g
COMPANY FOR APPROVAL OF THE MAGRUDER

HILL UNIT AGREEMENT, EDDY COUNTY,

NEW MEXICO.

" ORDER. OF THE COMMISSION

BY THE COMMISSION:

~_ fThis cause came on for hearing at 9:00 a.m. on January 7,
1976, at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this l4th - day of Januar r 1976, the Commission,
a quorum being present, H ving considered the testimony, the

advised in the premises,
FINDS:

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

(2) That the applicant, Northern Natural Gas Company,
seeks approval of the Magruder Hill Unit Agreement covering
2,257.94 acres, more ~r less, of State, Federal and Fee lands
described as follows.

EDDY COUNTY, NEW MEXICO
TOWNSHIP 22 SOUTH, RANGE 25 EAST, NMPM
Section 12: 5/2
Sectiocn 13: All

TOWNSHIP 22 SOUTH, RANGE 2§ EAST, NMPM
Section 18: All
‘Section 19: All

(3) That approval of the proposed unit agreement. should
.promote the prevention of waste znd the protection of correla-
“tive rights within the unit area.

IT IS THEREFORE ORDERED:

{1y That the Magruder Hill Unit Agreement is hereby
approved.
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Case No. 5608
Order No. R~5156 -

(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 congervation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall no#. be considexred as waiving or
relinquishing. in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supéervise
and control operations for the exploration and development of any
lands committed-to the unit and production of oil or gas therefrom

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

an executed original or executed counterpart of the unit agreement|

within 30 days after the éffective date thereof; that in the evént
of subsequent joinder by any party or expansion or contraction of
‘the unit area, the unit operator shall file with the Commission
within 30 days thereafter counterparte of the unit agreement
reflecting the subscription of those interests having joined or
ratified.

(4) That this order shall become effective upon the\uﬂproval
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, ‘thdt this orderAshall terminate ipso factorupon the
termination of said unit agreement; and that tﬁ”’last unit opera—
tor shall notify the Commission immediately in writing of such
termination.

{5) That jutisdiction 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 ahd year,hereih-f
above designated.

STATE OF NEW MEXICO

nTT CONSERUATTION. COMMTSCTON

SrAT Rl MiAN T AB S MNTET W Wn A e

PHIL R. LUCERO, Chai n
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Law OFFICES :
CLARENGE E.HINKLE "HINKLE, BONDURANT, COX & EATON "_EE"““E(“” 622-6510 ;
::;:«::Zg:\’m:\m-(mu o3 3 800 HINKLE BUILDING » MR, ISBELL LICENSED
A PAUL W. EATON, JR. POST OFFICE BOX 1O 1N TEXAS ONLY :
’ CONRAD E.COFFIELD ’ i
HAROLD, L.HENSLEY. JH.. : ROSWELL,NEW MEXICO 88201 :
STUAR’:I"D.SHAL'OR MIDLAND, TEXAS OFFICE {
C. 5. MARTIN 521 MIDLAND TOWER 4
PAUL J.KELLY, JR. December 12, 1975 ' (015) 883-489!
JAMES H.BOZARTH . %
RONALD G, HARRIS " . i
JAMES H. 1SBELL ) ) Ve i
DOUGLAS L.LUNSFORD 1
. i
New Mexico 0il Conservation ?
Commission ’
P. O. Box 2088
Santa Fe, Néw Mexico 87501
Re: Northern Natural Gas Company ;
Gentlemen: 2 e
We enclose triplicate copies of Application of Northern
Natural Gas.Company for Approval of its Magruder Will Unit. We v
ask that the matter be set for hearing before the Examiner on
Januvary 7, 1976.
Yours very truly, :
HINKLE,/ BONDURANT, COX & EATON
3] - / / i ﬂ IR
P R iV £ D . VI
, [ e . A LAY N
Paul W. Eaton, Jr. g
BWE/JwWw ’ o - : - %
Enclosure : f
cc: Mr. Kenneth Griffin. .
- 501 Petroleum Building §
Midland, Texas 79701 :
4 - Ry ’ R B :
DOCk\b ) iill;'ci"’ v I B S —por ‘: ' ; E g
) /74 ;H‘ IS RNy .i‘f) RIAE) iz {
O CONGIRVATION COMIA
Sontn Fo
;
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BEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

.. APPLICATION OF NORTHERN NATURAL G -8

)
COMPANY FOR APPROVAL OF THE MAGRUDER )
HILY UNIT AGREEMENT, EDDY COUNTY, )
NEW MEXICO. )

Case No. .Yé Qaj

APPLICATION

COMES NOW Northern Natural Gas Company (Applicant) and states:
1. Applicant requests approval of the Magruder Hill Unit
Agreement covering 2,257.24 acres of state, federal and fee lards

located in Eddy County, New Mexico and described as follows:

Township 22 South, Range 25 East,tﬁ}M.P.M.

Section 12: Lots 4, 5, 6, 7, ‘SE% (5%)
Séction 13: Lots 1, 2, 3, 4, SWw%, E% (All)

Townsh;p 22 South, Range 26 East, N.M.P.M.

Section 18: - Lots 1, 2, 3, 4, Exwk,; E%‘(All)
Section 19: Lots 1, 2, 3, 4, EkxWk, Ex (All)
2. The Unit Agreement extends to all formations and names
Northern Natural GasACompany as operétor.
3.f“ﬁp§f6val”6f the proposed Unit Agreement will promote the .
prevention of waste and the protection of correlative rights
within the unit area.
4., Applicant tedﬁests that this case be set for hearing on

the Examiner's docket for January 7, 1976.

. HINKLE, BONDURANT COX & EATON

‘/-{By /[ WM/Z&%/

P. O. Box 10 g//
Roswell New Mexico 88201
Attorneys for Applicant




: ] BEFORE THE OIL CONSERVATION COMMISSION
‘ i STATE OF NEW MEXICO :
i AP_PLICATION OF. NORTHERN NATURAL GAS )}
«z " COMPANY. FOR APPROVAL OF THE MAGRUDER ) ;
; HILL UNIT AGREEMENT, EDDY COUNTY, ) case No. Sb DQ'
i NEW MEXICO. ' ' ) ‘ - =
§ APPLICATION :
_ § COMES NOW Northern Natural Gas Company (Applicant) and states: ;
s 1. Aépiicaﬁt requests approval of the Magruder Hill Unit’ %'
BRI | "~ Agreement covering 2,257.94 acres of state, federal and fee lands :
located in Eddy County, New Mexico and described asiféilcws: ?
-Townshfp 22 South, Range 25 East, N.M.P.M. %
Section 12: Lots 4, 5;,6, 7, SE% (S%) %
s section 13: Lots 1, 2, 3, 4, svk%, B% (aAll) ;
Y “ %
Township 22 South, Range 26 East, N.M.P.M. ;
] Section 18: Lots 1, 2, 3, 4, ﬁgwa, EL (All) '
§ soction 19: Lots 1,2, 3, 4, Ex¥i, E% (All)
2. - The Unit Agreenent extends to all formations and names %
Northern Natural Gas Company as operator. '%
3. —-approval of the proébsed Uhit}Agreementvwill promote”the é
L prevention of waste aiid the protection of’correlativé rights i
within the unit area.

i h 4. Applicant requests that thig case be set for hearing on

A RN A T T

"the Examiner's docket for January 7, 1976.

HINKLE, BONDURANT, COX & EATON

By /fi;v(%6é¢{/4§§;éggzoﬂA&{< : -
' P. O..Box 10 T o
Roswell, New Mexico=-88201 T

Attorneys fcr Applicant
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BEFORE . THE OIL CONSERVATION COMMISSION

STATE - OF NEW MEXICO

APPLICATION OF NORTHERN NATURAL Gas )
COMPANY FOR APPROVAL OF THE MAGRUDER )
)

)

HILL UNIT AGREEMENT, EDDY COUNTY ,
NEW MEXICO.

Case No. 5 6 Dld )

APPLICATION
COMES NOW Noxthexrn Natural Gas Company (Applicant)’andetares:
-1. Applicant requests.approval of_;he Magruder Hill Unit
Agreement covering 2,257.94 ocres of state, federal and fee lands

1ocated in Eddy County, New Mexico and descrlbed as follows:

- pownship 22 south, Range 25 Bast, N.M.P. M.

section 12: “Lots 4, 5, 6, 7, SEb (s%)
Section 13: Lots 1, 2, 3, 4, SW%, E% (Al1l)

Township 22 south, Range 26 East, N. M.P.M.

- gection 18: Lots 1, 2, 3, 4, ENWs, E% (A1l)
gsection 19: Lots 1, 2, 3, 4, EuW:, Eb- (Al1l)

e

5. The Unit Agreement extends to all formations and nanes
Northern Natural Gas Company as operator.

I

the prcposed Unit Aqreement w1ll promote the

¥

3. Approvai‘e
prevention of waste and the protectlon of correlative rlghts
within the unit area.

| 4. Applioant requests that this case be set for hearing on

the Examiner's docket for January 7, 1976.

HINKLE, BONDURANT, COX & EATON

sy /. msz/ ZM /

p. 0. Box 10
- Roswell, New Mexico 88501
Attorneys for Applicant
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