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CLARENCE E.HINKLE

W. E.BONDURANT, JR.
S.8.CHRISTY IV

LEWIS C. COX,JR.

PAUL W, EATON, JR.
CONRAD E.COFFIELD
HAROLD L.HENSLEY; JR.
MICHAEL R.WALLER

STUART O.SHANOR

Law OFFICES

HINKLE, BONDURANT & CHRISTY =7

600 HINKLE BUILDING

ROSWELL, NEW MEXICO 88201

March 13, 1967

0il Conservation Commission
Box 2088
Santa Fe, New Mexico

i

550]

MIDLAND, TEXAS OFFICE
521 MIDLANO TOWER
{915} MU 3-4890)

OF COUNSEL:HIRAM M. DOW

TeLEPHONE (S05) 622- 6510
PosT OFFIcE Box 10

Re: Owl Draw Unit Agreemént

Gentlemen:

_attached.

_ We enclose herewith Termination of Unit Agree-
ment for the Devélopment and Opération of the Owl Draw
Unit Area, Eddy County, with Certificate of Approval

of the Director of the United States Geological Survey

The termination of the unit was effective

‘as of March.l, 1967. These instruments are filed for
the completion of your file.

CEH:cs

Enc.

co e R

~ " . LA T

Yours very truly,

HINKLE . BONDURANT & CHRISTY

G. Keeney
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v ‘CERTIFICATE GF APPROVAL ) %O
OF

- TERMINATION OF OWL DRAW UNIT AGREEMENT
BY DIRECTOR, UNITED STATES GEOLOGICAL SURVEY

—
-

Survey doés'hereby approve the attached Terrination of Unit Agreement

The undersigned Director of the United States'Geological

for the DeVelbpment and'Opefation of ‘the Owl Draw Unit Area, Eddy

County, New Mexico, No. 14—08-0001-8724; eff_;active as of March 1, 1967.
DATED this _ 47 day of s 1967.
: 7 .

)

DIRECTOR, UNITED STATES GEOLOGTCAL —

. ACTING

SURVEY
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TERMINATION OF UNIT AGREEMENT FOR THE DEVEL opﬁ@gﬁnﬁ» T
OPERATION OF THE OWL DRAW UNIT AREA, EDDY COWNT®, ~ , < .
NEW MEXICO, NO. 14-08-0001-8724 %y By
_ . % \,'P { s
2
%%,
N %
KNOW ALL MEN BY THESE PRESENTS: | | >

That the undersigned, being the owners of more than 75% on
an acreage basis of the working iﬂterests in ‘and tb 0oil and gas lease-
hold interests committed to the Unit ‘Agreement for the Devéiopment and
6peration of the Owl Draw Unit Area, Eddy County, New Mexico dated

September 24, 1965 heretofore approved by the New Mexico 0il Conserva-

tion C?mmission and the Director of the United States_GeologicaI Survey

effective as of Novenber 8, 1965, do hereby aéree to the termination
of said unit agreement in accordance with the provisibné of Section
20 thereof, subject to the approval of the Director of the United
States Geological Survey. »

IN WITNESS WHEREOF, this instrumeﬁt is‘exécuted'by'éhe under-

signed parties hereto as of the respective dates set opposite their

Q{bz, l\ Nﬁ/wvm

J e L. Hamon

UNIT OPERATOR

signatures.

Date: 1-30-67

I30-67 P tntsr /3400l z#x/m/m/'
Date: ~ Nancy B/ Hamon
A = ﬁ;_ q‘*h~321* ) Rk O
Date: 1-9-67 Cary M. Maguire W
i T : 4 \ *
1567 Ll ] @Qi o
Date: Eﬂn T. Maguire

 ATTEST:

. S\ ooy forn AD
. N i
Date: Lew Des

AssisfaNt fgcretany Attoxney in- Fact _ ~ ‘""igﬁgg
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ATTEST: | . ' PAN AMEE;CAN PETROLEUM,/CORPORATION

59 » APPROVED

Attorney-in~Fact ﬁ,%‘/ ‘

. STATE OF TEXAS )

88

COUNTY OF DALLAS )

The foregoing instrument was acknowledged before me this _J3o. q
‘day of January, 1967 by Jake L. Hamon and Nancy B. Hamon, his wife.

My Commission Expires: ' Do Pra o/
(\\{“ w3 119670 : Notary Public

: , ) SHERI ADAMS, Notary Public
STATE OF TEXAS ) ' | ‘, Inand fgrDallasOonnty, Tox_an
: ss
COUNTY OF DALLAS ) oA
The forego:mg instrumént was acknowledged before.me this Zz4s]
day of January, 1967 by Cary M. Magui¥e and Arn T. Maguire, his wife.

My Commission Expires: 4 ,zfﬁ
£-r/-¢7 R Notdry Public

, AUDREY SEDLOCK
ROTARY PUBLIC It AND FOR DALLAS COUNTY. TEXAS

STATE OF NEW MEXICO ) ’ MY COMMISSION EXPIRES JUNE 1, 1967
' : ss
COUNTY OF CHAVES )

The foregoing instrumeng was acknowledged before me this .Z¢ =
day of January, 1967 by ® 0. MOPTLOOK , Attorney-in-Fact
for Gulf 0il Coxrporation, a Pemnsylvania corporatlon on behalf of
said corporation,

My Comniscion xpigee: o Wi
C - Nocary Aot 1c
STATE OF TEXAS 3o e | - >
, : ss T
COUNTY OF TARRANT )
_ 4
p
The foregoing instrume at was acknowledged befoxe me this /7

day of January, 1967 by _D. B. Mason, Jr. , Attorney-ln-Fact
for Pan American Petroleum Corporation, a Delaware corporation, on
behalf of said corporation, :

-7
My C/x)mn13310n Explres- [/(/Cé/)\a\/ ?/ C'?/yé;,

s 2 / //(, 7 ; " Notary Public /

cfj;/f /7 : | VELMA B. CRAFT
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Mnkle, Dendusant & Chrdaty
Iinisle Miiding
Roswoll, Moy Mastoo 83201
Goutlomat
to March B, w67, amr-uvc_,gam.&mh;..mﬁz. Artino A, Daokor,
Acting Divector of the Guological Buvvey, spproved tmy %t&m

ottﬁ&%ﬁd&m&ﬂﬁimymmmm,MMvmwmw.mw!ammm
omm-‘.,ﬂhmbymminv&ﬂrormmsb.mmm,mutqnmmw,
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Yo wepuent that you fumich natics of this aypyoral 40 eack fnterested
pw%maunmmmcwmm2mwu,aﬁ!mmwwathnrnwthwm‘ﬂaww.

Binceroly yon'w, .

RUSSELL: G. WAYLAND
Tor tha Direetor

. uclowmesd

cc: Roswell 2 (w/2 copies of approved application)
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¢ wan 131967\
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MAR 13 1967 '
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57 JAKE L. HAMON - - o g7y
Qig ) ail. PRODUCER L T ‘SX rgj“:
508 vAUGHN BUILDING E"C“p“
MIDLAND, TEXAS \] X (} “"’}YJ{)
“0 ) £ ‘
Novenber 17, 1965 C\\-_g\:-‘s'%:\j,_;
- . “‘ _’ - . ‘.\ "
U, 8. Geological Survey ’ '
Post Office Drawgr' U h“jv 2 9 1965
Artesia, New Mexico ' ’ 0. ©. ..

. oF . . iE
ATIRNTION: Mr, Jim Kensuf ARTEBIA. DFFIC

RE: Jske L, Hamon No. 1 Owl Draw Unit,
T~26-5, R-27-E,
Bddy County, Now Mexico

Gentlemen:

© In accordance with your instructions in your letter of Hovember 16,

1965, regarding the above captioned well, this is to advise that the

well was spudded at 2:00 P, M, November 14, 1965. Ae of Novewber 17 it

wag drilling at 550' and later in the day drill pipe stuck.

In oxder to comply with feceral regulations we authorize you to
¢liminate Rusaell Maguire's name from the Application for Permit to
Drill, Form Mo, 9-331€C. It was not Mr, Hamon's intent to spud this

. well prematurely before approval of your office. WHe had assumed that

your office had been notified by the U, 8. G. 8, in Washington as scon

as -the unit had beeén approved, but learned that you did not receive your
notificatirn until November 16. It was our error in not notifying you as
soon as this fnformation was received in this office that the unit had
beon approved 'in Washington, aAs you regquested, our rxecords indicate. that
you were furnished with Application for Permit Lo Drill, which was mailed
from this office November 1, 1965. Wou indicated that U. §. G. S. policy
dirvectod that only one operator's name could be shown z2s operxator on s
federal unit, that belng one of the reasons for non~approval of the
application to drill, As mentioned above, we have advised you to c¢liminate

'Russell Haguire's namc from thwe application,

In summary, we want to rexterace that it was not My, Hemon's fntention
to spud this well prematureiy bsfore appraval by your office. Ve had made

‘asgunptions that the Appltcntion for Permlc to brill had been approved and

that everything was in ovder. Ve will keep your office advised as to the
progress of thts well. : ’

ACB:odm | Yours very txuly,

cc:  Mr, Rusgell Maguire JAKE L, HAMQH
Mr. Don G. Chapell 27\
Hr, ¥, T. LaGrone //45;7Cf
ML‘. C‘ wo Ph’.llipa . uiQ C. Blliott

My. H, ¥, Shaw Dlstxict Geologlst
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CLARENGE E.HINKLE HINKLE, BONDURANT & CHRISTY OF COUNSEL:HIRAN M.00W
W.E.BONDURANT, UR. -
S.B.CHRISTY v HINKLE BUILDING o =
LEWIS C.COX,JR. ROSWELL,NEW MEXICO TELEPHONE 6—&‘2-6510.‘”—‘
PAUL W, EATON JR, AREA CODESOS =1
CONRAD E.COFFIELD PosT OFFICE Box 1o €
HAROLD L HENSLEY, JR. November 15 R 1965

MICHAEL R.WALLER

_0il Conservation Commission
Box 2088 7
Santa Fe, New Mexico ' o
Re: Owl Draw Unit Agreément,
: Eddy County, New Mexico
Gentlemen: .

We enclose herewith a fully executed Topy of the captioned
unit agreement, which was approved by the New Mexico 0il Conserva-
tion Commission on- October 13, 1965. You will note from the certi~-
ficate attached that the unit agreement was approved by the Acting
Director of the United States Geological Survey on November 8, 1965
and was effective as cof that date. Due to the fact that no State )
lands were committed to the unit, the unit agreement was not approved
by the Commissioner of Public Lands. This copy is filed with the
Commission in accordance with paragraph (3) of the Commission's'
order.

Yours very truly,

HINKLE, BONDURANT & CHRISTY

CEH:cs
Enc.
cc: Taylor LaGrone
¢c: Lee D. Vendig
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-UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
OWL DRAW UNIT AREA
EDDY COUNTY, NEW MEXICO

No.

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

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

WHEREAs; the parties hereto are the owners of working, royalty,
or other oil aﬁd gas interests in tthunit aiea subject to tﬁis agree-
ment; and |

WHEREAS, the Miﬁeral Leasing Act of February 25, 1920, 41
Stat. 437, as amended, 30 U;S.C. Sec. 181 et seq., authorizes Federal
léssees and their representatives to unite with each other, or jointly

or separately with others, in collectively adopting and operating a

cooperative or unit plan of development or operation of any oil or

3

gas pool, field, or like area, or any part thereof for-theﬁpurpose of

b A vt Y s

more properly conserving the natural resources thereof whenever deter-

the Interior to be necessary

Fi

“mined and certified by the Secretary o

AR 3 b I e

i or advisable in the public interest; and
’ WHEREAé, the Comﬁissioner'of Public Lands of the State of -
%  New Mexico is authorized by an Act of the Legislature (Sec. 7-11-3%
N.M. Statutes 1953 Annotated)\to consent to or approve this agreement
g on Behaif of the State of NeQVMexico; insofar-as it covers'éﬁd‘inéiu&és
lands and mineral interests of the State of New Mexico; and
WHEREAS, Ehe 0il Conservation Commission of the State of

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




Chapter 65, Vol. 9, Page 2, 1953 Statuteg), to approve this agreement

~and the conservation provisions hereof; and

WHEﬁéAS,/the parties hereto hold sufficient interests in the

'Owl Draw Unit Area covering the land hereinafter described to give

reasonably effective control of operations therein; and
WHEREAS, it is the purpose of the parties hereto to conserve

natural resources, prevent waste, and secure other benefits obtainable

"through development éhd'operatidh of the area subjéét to this agree-

ment under the terms, conditions and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the pro-

~mises herein contained, the parties hereto commit to this agreement

Eheir'respective interests in the below-defined unit area, and agree
severglly among themselvés as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act
of Fébruary 25, 1920, as amended, supra, and all valid pertinent
regulations, inclﬁding operating and unit plan fegulatioﬁs,“hereto-
fore iéghed thereunder ori§alid, pertiﬁent,'and reaSoh?bie régulatiohs
hereafter iSsﬁéd thereﬁnder are accepted and made a part of this
agréement as to Federal lands, provided such regulations are not
inconsistent with the terms of this agreement; and as to State of
New México and pr{vately owned lands, the oil and gas operating regu-
lations in cffect as of the efféétive date hereof govern?ng‘drilling

and producing operations, not inconsistent with the terms hereof or

" the laws of the State of New Mexico are hereby accepted and made a

part of this aéfeement.
2. UNIT AREA. The following described land is hereby

designated and recognized as cbnstituting the unit area:




Township 25 South, Range 27 East, N.M,P.M.
Section 29 - SW%
Section 30 - S%
Section 31 - All
Section 32 - Wi

Township 26 South, Range 26 East, N.M.P.M.
Section 1 - EXE%

Section 12 - EXE%
Section 13 - E}

‘Section 24 - All
Section 25 - EXE4

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

Section 5 - Wy R

Section 6 - All

Section 7 - All

.Section 8 - All

Section 17 - All

Section 18 - All

Section 19 - All ‘

Section 20 - Wy, SEY, WLNEY%, SE4NEY

Section 29 - All

Section 30 - All ,

containing 8,916.44 acres, more or less
Exhibit "A" attached hereto is a map showing the Unit Area
and the boundaries and identity of tracts and leases in said area to
the ‘extent known to the Unit Operator. Exhibit "B'" attached hereto

" is a schedule showing to the extent known to the Unit Operator the.
" acreage, percentage and kind of ownership of o0il and gas interests in
all land’ in the Unit Area. However, nothing herein or in said sche-
dule or map shall be construed as a representation by any party hereto
as to the ownership of any interest other than such interest or interests
as are shown in said map or schedule ds owneéd by such party. Exhibits
"A" and "B" shall be revised by the Unit Operator whenever changes
in the Unit Area render such'revision‘necéssary, or when requested by
the 0il and Gas Supervisor, hereinafter referred to as ""Supervisor',

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

New Mexico, hereinafter referred to as '"Commissioner", and not less
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than seven copies of the revised exhibits shall‘be filed with the
Supervisor, and two Cbpies'thereof shall be filed with the Commissioner,
and one copy with the New Mexico Oil Conservation Qommission, herein-
after referred to as '"Commission".

The above described(Unit Area shall, when practicable, be
expanded to include therein any additional tract or tracts regarded
as reasonably neceséary or advisable for the purposes of this agree-

ment, or shall be contracted to exclude lands not within any parti-

cipating area whenever such exPansion or contraction is necessary

or advisablelto conform with the purposes of this agreement. Such
expansion or contraction shall be effected in the foilowing manner:
(a) Unit Operator, on its own motion or on demand of the
Director of the Geological Survey; hereinafter reférred to as
LDirectof”, or on demand of the Commissioner, after preliminary con-

currence by the Director, shall prepare a notice of proposed expansion

or contraction describing the contemplated changes in the boundaries

"of the Unit Area, the reasons therefor, and the proposed effective

date thereof,’}referabl&'the first day of a nmonth subsequent to the
déte §f notice;

(b) Said notice shall be deliQered to the;Supervisor,.the.
Commissioner and the Cémmiséion and copies thefeof mailed to the last:

known address of each working interest owner, lessee and lessor whose -

interests are affected, advising that 30 days will be allowed for o ’ \

submission to the Unit Operator of any objections.

r(c)VVqun‘expiration of the 30—daympériodrproQidedwiquhe

visor, the Commissioner and:the Commission evidence of mailing of

preceding item (b) hereof, Unit Operator shall file with the Super- o |
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‘1ands4shall_no longer be a part of the unit area and shall no ldnger

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

(d) After due consideration of éll pertinent information,
the expansion .or contrz2ction shall, upon approval by the Director,

the Commissioner and the Commission, become effective as of the

date prescribed insthe notice thereof.

(é) "All legal subdivisions of unitized lands (i:e.,~40
acres by Government survey or its nearest lot or :ract equivalent ;
in instances of irregular surveys; however, unusually large lots or
tracts shall be considered in multiples df 40 acres, or the nearest
aliquot equivalent therefor, for the purpose of elimination Undeg
this subsection) .no parts of which are efititled to be in a participating
area within five years after the first day of the moﬁfh following the .~
effective date of the first initial‘participatiﬁg area established o
under this unit agreement, shall bénéiiminated automatically from

this agreement, effective as of the first day thereafter, and such

be subject to this agreement, unless at the expiration of said five-
year period diligent drilling operations are in progress on unitized

nd

1 3 1 1 3 P e paey 11
ands not entitled to participaticn, in which event all such lands

chall remain subject hereto for so long:
are continued diligently, with not more

between the completion of one such well

next such well, except that the time allowed between such wells shall

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

as such drilling operations
than 90 days' time elapsing

and the commencement of the




time during which drilling operations are prevented by a mattér beyond
the reasonable control of Unit Operator as set forth in the section
hereof entitled "Unavoidable Delay'; provided that all legal sub-
divisions 0f iands not in a participating area and not entitled to
become participating under the applicable provisions of this agree¥
ment within 10 yeéfs after said first &ay of the month following the
f 'effegtive date of said first initial péftiéipating area shall be eli-
5 minated as above specified. Determination of creditable "Unavoidable
% Delay" time shall be made by Unit Opérator and subject to apprdval of
the Director and the Commissioner. The Unit Operator shall, within

90 days after the.-effective date of any elimination hereunder, describe ;?-

the{area'so‘élimigated,to the sdtisfactidn of the Director and the
Commissioner and prombtlyinotify'allbpérties in interést.

g - If conditions warrant extension of<the‘10%year period specified

> in this subsection 2(e), a‘single'extensioh of not to:exceed 2 years

e | ﬁay be accomplished by consent of the owners of 96 perggnt éf the

g - current unitized working interests and 60 pe#cént.df the égrreht
>unitized‘basic royalty interests (exclusive of the bésic‘royalty interest
of ‘the Unitéd States) on a total noﬁ-participating acreage basis,
respectively, with approval of the Director and Commissioﬁer, provided"»

such extension application is submitted to the.Director and Commissioner

i

nof. later than 60 days prior to the expiration of said 10-year period.
Any expansidh of the”UnitAArea pursuant to this section which

embraces lands theretofore eliminated pursuant to this subsection 2(e)

shall not be considered automatic commitment-or recﬁmmitment of such

lands.




3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed
to this agrgement shall bonstitute land referred to herein as "unitized
land" or "1aﬁd subject to this agveement'". All oil and gas in any and
all formations of the“unitiéed lafid are unitized ﬁnder the terms of
this agreement and herein are called "unitized substances™.

4. UNIT OPERATOR. Jake L. ﬁémon,with offices at Dailas,»Texas/

is hereby designated as Unit Operatbr"and by signature hereto as Unit

Operator commits to this agreement all interests in unitized substances

vested in him and agrees;andlconsents-to accept the duties-:and obliga-

E‘ tions of Unit Operator for the discovery, development and production

of unitized substances as herein provided. Whenever reference is
i made herein to the Unit Operétor, such réference means the Unit Operator
o E _acting in that capacity and not as cwner cf an interest in unitized

substances, and the term "wWorking interest owner" when used herein

g
¥

shall include or refer to Uiit Operator as the owner of a working

interest when such an interest is owned by him.

L B Pt T S s Rt SSRGS
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5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator

T
AR

5 shall have the right -to resign at any time prior to the establishment

of a participating area

not become effective so

and obligations of Unit

as such for a period of

or areas hereunder, but such resignation shall
as to release Unit Operator from the duties
Operator and terminate Unit Operator's rights

six months after notice of intention to resign

the Director, the Commissioner and Commission and until” all wells

then Jdrilled hereunder are placed in a satisfactory condition for

suspension or abandonment whichever is required by the Supervisor as

to”Eederal lands and by the Commission as to Staté and priVately owned
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lands unless a new unit operator shall have been sg}eetéd and approved
and shall have taken over and assumed.the duties and obligations of
Unit Operator prior to the expiration’of said pgriod.

Unit Operator shall have the right to resign in 1ike manner
and subject o like limitations, as above proQided, at any time a-
participating area established hereunder is-in existence, but in all
instances of resignation or rembval, until a successqr/unit operatof
ié_sélected'aﬁd approved as<hereinafter provided, the working interest
dﬁners shall be joihtly responsible*for per formance of the duties of
tﬁe uniﬁ_operafor, and shall not 1aEer-than 30 déys before such
resignatiOn or removal beconies effectivé appoint a common agent to
represent them in any action to beltakén}hereuhdef.

The resignation of Uﬁit OpératérJShall not release Unit
Opeéator from any liability for any default by it hereunder occurring
prior to the effective”date of its resignation.

The ﬁnit Operatorpmay, ﬁpon'default'or failure in the perfor-
mance of its dutiés‘or obligations hereunder, be subject to removal
”Bymfﬁéﬂééﬁéﬁﬁéfgéhfégé vbéé’éf'the oWﬁéfs 5f'Q6fﬁiﬁg'{ﬁEéfeéts'deter-
mined in like manner as herein provided for the selection of a new
Uﬁit'Operator.' Such removal shall be effective upon notice thereof
to the Director-and the Commissioner..

‘;"gThe_resignation or removal of Unit Operator under this agree-
ment shall not termindte ité'right, tiflewoF iﬁtérest és thé 6ﬁner of
a working interest or other:inéerest in unitized substances, but upon
the:resignation or removal of Unif‘Operator becoming effective, such
Unit Operator shall deliver posséssi@n'cf allkéquipment, marerialg

and appurtenances used in conducting the unit operations and owned
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by tﬁé working interest owners to the new duly qualified succegsor
Unit Operator or to the owners thereof if no such new Unit Operator
is elected, to be used for the purpose of conducting unit operations
hereunder. Nothing herein shall be construed as authorizing removal
of any ﬁéﬁerial, equipment and appurtenances needed for the preser-
vation of any Qells.

| 6. SUCCESSOR UNIT OPERATOR. Whenever the—Unit”Opera&or
shall tender his or its resignation as Unit Operator or shall be
removed as hereinabove provided, or a change of Unit Operator 1is
negotiated by working interest owners, the owners of the working
interests in thehparticipating area or areas according to their
respective aCreagé intgrests in such participating area or areas,
Qr,‘until a participaﬁing area shall have been established, the
ownefs of the*wprkiﬁg interests according to their respective acreage
interesté in ali:hnitized 1and,{éhéii by maj&rity vote select a
successor Unit\dpéfétor. Provided, That, if a majoritylbut”less

than 75*pef¢en£‘of the working interests qualified to vote are owned

- by one party to this agreement, a concurring vote of one or more

additional working interest owner shall be required to select a new

operator. Such selection shall not become e.f-Ciive until:

Unit Operator; and

th

ilities ©
(b) the selecdtion shall have been_filed with the Supervisor

and approved.by the Commissioner. If no successor Unit Operatér is

selected and qualified as herein provided, the Director and Cbmmiésioner

at their election may declare this unit agreement terminated.
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7. ACCOUNTING PROVISTIONS AND UNIT OPERATING AGREEMENT, If
the Unit Operator is not the sole owner of working interests, costs
and expenses ‘incurred by Unit Opefator in conducting unit operations

hereunder shall be paid and apportioned among and borne by the owners

of working interests, all in accordance with the agreement or agreements

entered into by and between the Unit Operator and the owners of working -

interests, whether one or more, separately or collecﬁivély. Any
agreement or agreements ente;ed into between the_wofking interest owners
and the Unit Operator as provided in this seétion;“whether one or more,
are herein referred to as the "unit operating agreehent"; Such unit
operating agreement shailvalso provide the manner in which the working
interest owners shali be entitled to receive their respective propor-
tionate and allocated share of the benefits accruiné hereto in con-
formity with thei; undérlyiﬁg opératiﬁg agreéments,'leasgs or other

indgpendent contracts, sad such other rights and obligations as between

Unit Operator and the'workihg interest owners as may be agreed upon

by Unit Operator and the Qorking intefest owners; however,:nd éuéh
unit 6perating agreement shall ﬁé deemed either to mOdifyié&& of the
terms andiconditions of- this unit agréément_or'to r@lievg_thé Unit
éhis unit agree-
ment, and in case of any inéOnsiétency or conflict between the»unit.
ing agreement, this Uﬁit“agreéméﬁt"éhéll
prevail. Three (3) true copies of any unit operating agreement exe-
cuted pursuant to this section should be fiied with the Supervisor

and one kl) true copy with~the,Commissioner, prior Lo_approval of

1 i
i . . gy »
this unit agreement by the Director.

-10-
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8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as
otherwise specifically provided herein, the exclusive right, privi-
lege and duty of exercising any and/all rights of the parties hereto

which are necessary or convenient for prospecting for, producing,

‘storing, allocating, and distributing the unitized substances are

hereby delegated to and shall be exéﬁcisedﬂbyrphewunit dperéEOr as
herein providéd. Acceptable;évidénce of title to said»fights shall
be deposited With said Unit Operatdr and, tegether with this agreément,
shall constitute and define the rights, privileges and obligations of
Uﬁit Operator. Nothing herein, howevér, shall be construed to trahsfer"
title to any land orito any lease or operating‘agreemént, it béihg
understood that under this agreement the Unit Operator, in its capa-
city as Unit Opeiator, shall exercise the rights of possession and
use vested4in the parties hereto only for the pu%poses herein specified.
9. DRILLING TO DISCOVER?.»-Within six moﬁths éfter'the
effective date hereof, the‘Unit Oéerator shall begin to drill an
adequate test well at a location approved’By the Supervisor, if on
Fedéral iand, or by the Commissioner if on Stdte land, ﬁnless on
such effective date a well is being drilled conformably with the terms

hereof, and thereafter contintue such drilling diligently until forma-

10ns o

cr
1]
(b

Pennsylvanian age have been tested or until at a lesser depth

W

substances ghall be discoveréd which canbe prodiuced in

(2

unitize

222 S

p&ying>quantities (to-wit: ‘quantities sufficient to repay the costs

of drilling and producing operations, with a reasonable profit) or
the Unit Operator shall at any time establish, to the satisfaction
of the Supervisor if located on Federal lands, or the Commissioner

.1if located on State lands, tht further drilling of said well would

-11-
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be unwarranted or impracticable, provided, however, that Unit Operator -

shall!not in aﬁy event be required to drill said well to a depth ‘in
excess of 12,900 feet. Until the discovery of a deposit of unitized
substances capable;of being produced in‘paying quantities, the Uni£
Operator shéli continue_drilling diligently, one‘well at a time,.‘
allowing not more than six mgnthé between the cbﬁpletidn df one well
and the‘beginning of the néxt well, ﬁntil a welllcapable of producing
unitized substanceéain péy{hg'Quaﬁtities is cbmbleted tb the satisfac-
tion of the Super&isor,vif on Fedefal_lands, or the Commissiéner, if
on‘State lands, or until it;is'reasonably proved thap the unitized
landris incapable of préducing unitiéed substances~in péying quanqities,

in the formations drilled hereunder. Nothing in this séction_shafl'be

deemed to limit the right of the Unit Operator to reéigd:as provided 3

in-Section 5rhereof,”orias'rgduiriﬁg Uhit Operator to comménce or
continue any drilling during the period pending-such resignation

becoming effective in order to comply with the requirements'6f=ﬁhis

.section. The Directour and Commissioner may modify the drilling require- :

ments of this éection by granting reasonable extensions of,tiﬁe when,
in their opinion, such action is warranted. | |

Upon -failure tp‘ébmply“with the}drilling'pfovisions'Qf this
section,-the Director and Commissioner may, after reasonable notice
to the Unit Opéfétar'aﬁd>each wbrking interest aner, 1essee;"5nd

lessor at their last known addresses, declare this unit agreement

terminated.

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

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

-12-
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approval of the Supervisor and the Commissioner an accéptable plan
of dévelopment and operation for the unitized iand which, wheén
approved by the Superyisor’and the Commissioner, shall constitute
the further drillingvand operating obligations‘of-ghe Unit Operator
‘under this agréemeﬁt for the period specified therein.” Thereafter,
from time to time before the expiration of any existing®plan, the
Unit Operator shall submit for the approval of the Supervisof»and :
ﬁhé Commissioner a pléﬁ for an additiOnal specified period for the
development ‘and operation of the unitized land.

Any plan submitted purSuant to this sectibn shall provide
for the exploration,of the unitized area and for the diligent drillipg
nécessary for determ{hation_of the area or areas thereof capable of
producing unitized substances in paying quantities in each and every.
productiVe'formation and shall be“as.cbm91ete»énd adéquaée'as the

= ,'\'(-".‘
s B ‘:\.\: R - -
Supervisor and the .Commissioner may detérmine to be necessary for

“ timely development and proper conservation of the o0il and gas resources

of the unitized area and shall: *
(a) specify the nuinber and location of wélls to be drilled

and the prqposed 6rder and time for such drilling; and

“(b) to the ex;ént practicable, specify tﬁé'opéréﬁiﬁg prac-
tices regarded as necessary and advisable for pfoper conservation
of natural resources. )
Separate plans may be submitted fdr separate productive zones, subject
to the approval of the Supervisor and the Commissioner.

| Plans” shall be modified or supplémented when necessary to

meet changed conditions or to prétect the interests of all parties

to this agreement. Reasonable diligence shall -be exercised in

-13-
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complying with the obligations of the approved plan of development.

The Supervisor and Commissioner are authorized to grant a reasonable

" extension of the six month period herein prescribed for submission

of an initial plan of development where such action is justified

-

because of unusual conditions or circumstances. After completion

hereunder of a well capable of pfoducing>unitizéd substances in

paying quantities, no further wélls; except such as may be necessary
to afford protection against operatidnéfﬁét'undér fhis*hgreement
or such as may be sbecificéliyfapprovéd.by;Ehe.Supervisor‘and the
Commissioner shall be drilled except in aecordance with: a plan of
deveiopmehtfapprbved as herein'providgd.. 4 |

| 11. PARTICIPATION AFTER DISCOVERY. _ Upon c_:'omlplet"i_on of a
wel},capable of prodgéing unitize& substances in paying quantities,
the Unit Operator shall, within the month of such completioé, if
practicaﬁlé, or as soon Ehéréafter as réquired by the_Supérvisor
or the -Commissioner submit for apbro&al by the Director and ;ﬁé'
Commissioner a schedule, based on subdivisionSOf the public‘land
survey or aliquot parts thereof, of all unitized land then regarded
as reasonaﬁly proved to be productive of unitizedﬂéubstances in
paying quantities; all iands in said schedule on approval of the
-Director and the Cqmmissioher to constitute a participating aréa,
effective as of the date of completion of such well or the effective
date of thé unit agreement, whichever is later. The acreages of
both Federal and non-Federal lands shall be based upon appropriate
computations from the courses and distanees shown on the last | f
approved public land survey astof thé effective date of the initial

participating area. Said schedule shall also set forth the perceﬁtage

-14-
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of unitized substances to be allocated as herein provided to each

unitized tract—in-the participating area so established, and shall

govern the allocation of production from and after the date the
participating area becomes effective. A separate-participating
area shall be established in like manner for each separate pbbl

or deposit of unitized.fubstances or-foriany_group thereof produced”f

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

so established may be ‘combined into one with the consent of the-
owners of all working interests in the lands within the participating
areas so to be combined, on approval of the Director and the Com-

missioner. The participating area or areas so @éstablished shall

 ‘be revised from time to time, subject to like approval, whenever

such actidn‘apgears proper as a result of erther dfilling opera-
tions or;Otﬁerwise, to include additional land. then regardéd as
reasonably ‘proved to be pfdectiVé in paying‘qﬁantities, or to’
exclude land then regarded as reasonably proved ndt to be.produc-
tive in paying quantities and the percentage Of;allogaﬁion shall
alsp be reviéed aécordingly. The effecﬁive\date of .any revision
shall be the first of the month in whiéh is obtaiqéd the knowledge
or information on which such revision is predicated,_brovided,
however, that a more appropriate effective'dage may be‘used if
\juatifféd by the Unit Opegdtdr:ahd apptovéd-by the Director and
the Commissioner. No land shali be excluded from a participating
area on account of depletion of the unitized substances.

) It is the intent ;f this section that a participéting area

shall represent the area known or'reaséﬁéﬁl?”é§fiﬁéféﬂwfb_Bé“§f64»W S

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

-15-
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" a determination of the sum due as Federal and State royalty on the

be allocated to the land on which the well is located so long as

- pool or deposit from which such‘pfoduction is obtained. Settlement

the participating area, nothing herein contained shall be construed.

as requiring any retroactive adjustment for production obtained prior

t

‘to the effective date of the revision of the participating area.

-

In the absence of agreemeﬁt at any*timé‘between the Unit.

Operator éhd the Director and the Commissioner as to the properwwwwrM~WWWMW7~we§~~~V~wwwwwwmlw

cipating area has, or areas have,“bgen'established as érovided herein, :

the portion of all payhéhts:affectéd thefeby may be ifpounded in a ~

rdyalfies due the United Statés_and»the_$tate.of New Mexico, which
shallsbe~determined by thé Supgrvisor.for_Federalglaﬁds and the

Commi$sioner fo; State lands and the amduﬁt thereéff&epésiteﬁ, as 3
directed 5y the Supervisor and the Comﬁissidner respectively, to

be held as unearned money until ‘a pértiéipatihg;area is finally - ' 5

definition' or redefinition of a participating area, or until a parti- - . ]
approved and then applied as earned or returned in accordance with
basis of such approved participating area.

Whenever it is determined, subject to the approval of the
Supervisor as to wells drilled on Federal land and the Commissioner
as to wells drilled on State land, that a well ‘driiled under this
égreement is not capable of production in paying quantities and
inclusion of the land on which it is situated in a participating
area is unwarranted, production from such well shall, for the purposes

of gsettlement among all parties other than working interest owners,

such land is not within a participating area established for the

-16-
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ou;—of’proddction obligations of the respective-workihg_intereét

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

12. ALLOCATION OF PRODUCTION. All unitized_subétances
produced from each participating area established under this agree-
ment, except any part thereof used in ‘conformity with good;opErating

practices within the unitized area for drilling, operating, camﬁ

and other production or development purposes, for repressuring or

recycling .in acéofdanéé with a plan of development approved b&wgﬁ;”'
Supervisor and Commissioner, or unavoidably lost, shall be deemed-
to be produced equally on an acreage basis from the several tracts

of unitized land of the participating area established?for.such

production and, for the purpose of determining any benefits accruing

undefithis agreemeﬁt, each such tract of’uﬁiﬁizgd 1and'shéll‘have
allocated to iflsﬁch.percentage'of séid-productioniagjﬁhe‘ﬁUmber

oﬁ acres of such tract includgd in‘séid_particiéaﬁiﬁgrarea 5ears

to the total. acres of uniéiied land in. said participatihg;érea,'
excgét that allocation of pr6ductionfhereundef‘fof;purposgs‘oﬁhér
than for settlement of the royalty, oveﬁriding royaify,-§¥=pqymept;_
éﬁners,-shél;bbe on the basis prescribéé‘in the unit bpefatiné‘
égreemgnt'whéther in éonformity with the basis of allocation herein

set forth 6t'otheiwise; It is hereby agreed that production of

unitizeéd substances from a participating area shall be allocated

.as provided herein regardless of whether any wells are drilled on

any particular part or tract of said participating area. If any
gas produced from one participating area is used for repressuring

or- recycling purposes in another participating area, the first gas

-17-
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withdrawn from'such last mgp?%pned participating area for sale during
the life of this-agfeement shail be considered to be the gas so trans-
ferred until an amount equal to that transferred shall be so producéd
for sale and such gas shall‘be allocated to the participating area
from wgich initially.produced as constituted at the time of such
final prdauction.
~13. DEVELOPMENT OR QPERATION OF NON-PARTICIPA?ING LAND OR )

FORMATIONS. Any party hetefb”cwning og,COntroLlingﬁhe-workiné;» o
interest in‘anylunitized;land‘having‘téereon a regular well location
may with the approval bf the Superviéb£~as to Federal lagd and the -
Commission as to State or privately owned land, at such party's sole :

v 5
risk, cost and expense, drill a well to test anyAformation'fbrVWhich ,;;v
; participating area has not béen established or to test any forma-
tion for-which a participating area has been established if such
days 6f‘receipt‘6f notice from said pafty 6f‘his intention to driil
th? well.fhé:Unit Operatof eléctéuand commences to drill such a
well in likg maﬁner as other wells are drilled by the Unit Operato£-
pnder this agreeﬁent. |

’ﬁif any well'driiled'és'éfofeSaid Sy a working interest owner
results in production such ﬁhac the land upon which‘it is situatéd
may properly be included in anpérticipating afea,«such participafing‘
area shall be established or enlarged as providéd iﬁ thi; agreement
and the well shall thereafter be”dperate&“by the Unit Operator in
accordance with the terms of thisragree&ent and the unit operaﬁing
agreement. |

If any well drilled as aforesaid by a working interest owner

-18-




obtains production in quantities insufficient to justify the incluéiqn
in a participéting area of the land upon which such well is situated,
such well ma§ be operated and produced by the pa%ty drilling the same
subject to the conservation requirements of this agreément. The

royalties in amount or value of productionifrqm any such well shall

be paid as_specifiéd'in'the underlyiﬁg 1easg and agreenents affected.

14, _ROYAL'#Y" SE’IT-I;EMENTQ The United“States and any State and
all.royaity owners who, ﬁnder existing contracté, are entit@ed to
take in kind a share of the substances now uniéiiég hereuﬁdééApro;
duced from any tract,»shall Eereafter\be entitled to'thé right ﬁo
take in kind their share of the unitized substances allocated to
such tract, and Unit Operator, or in the case of the operation of a
well by a working interdst owner as herein in special cgsesipro§ided ‘
for, such wofkfﬁg interest owner, shallimake deiivériesiOf such
royalty share taken in kind in conformity with the apblibabfeA\ “
contracts, laws and regqlationé, Settlement for royélty 1ntérést not
takén in kind shallwge-made by working interest owners respdhsible
thérefor under existing contragts, laws and—regulations on or béfore
the last day of each month for unitized substances produced duripg,'
thetpreceding calendar month; provided, however, that nothing heréin'
contained shall operate to relieve the 1essees»ofvény land from |
their respective ieasetobligétiqns for thepayment of any royalties
due undertheirJieases.

1f gas obtained from lands not subject to this agreement

'is introduced into any participating area hereunder for use.in re-

- pressuring, stimulation of production, or increasing ultimate

recovery, which shall be in conformity with a plan first approved




-

by the Supervisor and the Commissioner, a like amount of gas, after
settlement as herein provided for any gas transferred" from, any other

{ any cause, may be withdrawn from the formation <dinto which the gas

: was introduced, royalty free as to dry gas, but not as to the products
e R extracted therefrom; provided that such withdrawal:-shall be at.such

~siT ~rict L 1 LB X 35 9 e

time as may be provided in the plan'of operations or as may otherwise

.

be consented to by EhéﬁSQpervisor and the Commissioner as conforming
to good petroleumfengineering practice; and provided further that
such right of withdrawal shall terminate on the termination of this

unit agreement.

I8

Royalty due the United States shall be computed as provided

in thevoperating regulations and paid in value or delivered in kind

-~

as to all unitized substances on the basis of the amounts thereof L

(

pafticipating area and with due allowance for loss or depletion froin é
i
|

S A

allocated to uniFized Federal land as provided herein. at the rates
specifiéd in the resbectiée Federal leases, or at such -lower 'rate
or rates as may be authorized by law or regulations; provided, that
-for leases on which the royalty rate depeﬁds on the daily aver;ge
production ‘per well, s;id average production shall be deéermined
in acéordance with the operating regulatibns as though each parti-

P "l ~ .. . - 'Y - 4{{’
cipatlng &area were a single consolidated lLease,

it

Royalty due on account of State lands shall be computed and

P e e vayel

PR TS SOPUSR NPT SRR
“paid-on-the basis -cf-

\ ‘
g g it

15. RENTAL SETTLEMENT: Rental or minimum royalties due
on leases committed hereto shall be paid by working interest owners

oo ; responsible therefor under existing contracts, laws and regulations,

providéd>that-notﬁihgrﬁéféin‘éontained shall operate to relieve the

lessees of any land from their respective lease obligations for the
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vayment of any rental or minimum royalty in lieu thereof due under

their leases. Rental or minimum royalty for lands of the United
States subject to this agreement shall be paid at the rate specified
in the respective leaseé from the United States unless such rental
or minimum4royélty is waived, suspended or reduced by law or by»
approval of the Secretary or- his duly authorized répresentative.
Rentals on State of New Méiiéb'léﬁds"§ﬁbjeét td-thié agree-
ment shall be paid‘at the rateé speéified'in the réébe¢tiveéléases.

With respect to any lease on other than Federal or State’

~land containing provisions which would terminate such.lease unless

drilling operations were within théytime therein specified commenced
upon the land covered thereby or rentals paid for the privilege‘of
deferring.sugh drilling operations, the rentalS“réquifed the?eby
shall, notwithstanding any other provisions qf this aggeement, be
deemed toFaccgqe and become payable during the term thereofvas
extended bymthié agreement QQ@ until-the‘redhired drilliﬁg(épérations
afe commenced“upqh’the léndicovereu_tuerebyfaf ‘dme”poft{oh of such
land is included wiéﬁih“a éért%cipating~area. |

16. CONSERVATION. ‘Operations hereunder and production of

‘unitized substances shall be conducted to provide:fof‘the most eco-

nomical and_effipient recovery of said substances without waste, as
defined by or pursuant to State or Federal law or regulations.

17.‘ DRAINAGE. The Unit Operator shail take appropriate and

“adéquate measures to prevent drainage of unitized substances from

uhitized‘land_by wells on land not subject to this agreement, or,
with prior consent of the Director and the Cbmmissioner, pursuant

to hpplicabié regulations pay a fair and reasonable compensatory

-21-
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royalty, as determined by the Supervisor as to Federal lands and
by the Commissioner as to State lands.
18. LEASES AND CONTRACTS CONFORMED AND EXTENDED, The terms,

conditions andfprovisions of all leases, subleases, and other contracts

relating to exploration, drilling, development or operations for oil

or gas of lands committed to this agreement are hereby expressly

mddified énd aménded'to4théwé§téggﬁhecessaf§ t; méke the same conform
to the provisions hereof, but otherwise'to remain in full force éné
éffect; and the parties hereto hereby consent that the Secretary as
to Fedéral leases and the Commissioner as to State leases shall and
eachiﬁy his abprbyal hefeof, or by the aﬁﬁroval;hefeof by his duly
authorized representative, does hereby establish, alter, chaﬁgé; or
revoke the drilling, producing, rentgl, minimum royalty, and ?oyalty

requirements of Federal and State leases committed hereto and the
£ ' .

regutations in respect.théfetO»to'conform said fequirements tg'fhé

prOvisions of this;aérgement::énd,'witﬁoutzliﬁfﬁiﬁg‘thé‘génerality

of the foregoing, ali iéaseQ{ suﬁleasés andlcontracig”a%é?bartitularly-

-

modified in accordance with the following: . T T?Lf, e

(a) The development and operation-of~1ands-su5ject to'Ehis
agreement under the terms hereof shall be*déeﬁed fdll{performance of

\]

'ail'obligatiohs‘for development and operation with respect to each and

every partior separately owned tract subject to this agreement,

regardless of whether there is any development of any particular .

part or tract of the unit area, notwithétanding_ﬁnything to the con- _ -

trary in’any_leaée, operating agreement or other contract by and

between the parties hereto, or their respective predecessors in

2

~interest, or any of them.

-22-




mitted hereto shall continue in force beyond the term so provided’

(b) Drillihg and producing operations performed hereunder
upon any tract of unitized lands will be acpepted and deemed to be
performed upon and for the benef;t of each ané every tract of unitized
1andg'and no lease shali be deemed to expire by geaggn of failure to

v

drill or produce wells situated on the land therein embraced.

(c)v Shspension'of.dyilling or producing\opefétions on all
unitized lands pursuant to direétion or consent of the Secretary and
thedCommissioner, dr théir ddly‘auéhorized repfesentatives, shall
be deémed to constitute such suspeﬁsion:pqrsuant‘td éuéh;difégtibn_
or consent.asito'eacﬁ and evefy tract of unitizgd>1andf‘

(d) Each lease, sublease or contract reéldting to the

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

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

\ . . : - .
committed to this agreeirent, which, by its terms might expire prior
. N . <

to the termination‘of this agreement, is heréby extended beyond any

such term.-so provided therein so that itféhail be continued in full

. force and effebt .for and during the term of this agreemént.

’H(e); Aﬁy‘fédegal_leaée for a fixed éerm of tyenty (20) yeats
or any_fenéwal thereof or any pért of such lease which is mgde subject
to tﬁis'égreémént shall continue in force beyond the term-provided
therein uﬁtil the términation hereof. Any other Federal lease cgmL
therein or by law as to the land committed so long as such lease
remaihs‘subjeCC hereto, provided‘that production is had in-"paying
quantities uﬁdér this unit agrééﬁéﬁt”bfibgwtd the expiration date
of the term of guch leagse, or in the event'actual'drilling operations

are commenced on unitized land, in accordance with the provisions

-23-



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

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

extended for two years and so long thereafter as oil or gas 1is pro-
duced in paying quantities in accordance with'phe.prévisionS'of the
Mineral Leasing Act Revision of.1960.

T

(£f) Each sublease or contract relating to the operation and

‘development of unitized substances from lands*of the United States

committed to this agreement, which By its terms would expire prior

to the time at which the underlying lease, as extended by the imme-

:diaﬁely preceding paragraph, will ekpire, is hereby extended beyond
‘any such term so provided therein so that it shall be continued in

full fprcé and effect for and during the term.of the underlying

/.

lease as such term is here{n extended.

f (g) Any lease embracing lands of the Stétefbf New Me#ico
which is made subject to this agreement, shall continue in force
beyond the term providéd’thérein‘as to the lands committed hereto
until the termination hereof, subject to thé éfo?isions‘of subsection
(e) of Section 2. |

(h) The_éegregation~éf any Fedéfal lease committed to this
agfeement is govéfned by the following provisions in the fourth para-
graph ofJSec.v17(j),gf the Mineral Leaéing Act, as amended‘by thek
Act d?SéptemBer 2, 1§60 (74;Stat.‘781-784)i "Aﬁy {(Federal) lease
heretofore or hereafter committed to any such (unit) plan embracing
lands that arekin‘parf witﬁinzghd in paft outfide'of the4area covered S ; o

by -any such plén_shall be segregated into separate leases as to the

lands committed and the lands not committed as of the effective date

of unitization: Provided, however, That any such lease as to the
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non;unitiged portion shall continue in-force and effect for the

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

segregation and so long thereafter as oil or gas is produced in

paying quantities".

.o (i) Any lease embracing lands of the State of New Mexico

having only a- portion of its lands éommitted hereto, shall be segre-

gated as to the portion committed and the portion not committed, and
the provisions of such leasé shall apﬁly separately to such segregated

portions commnencing as of the effective date hereof; provided, however,

notwithstanding any of the provisions of this agreement to the con-

trary any lease embracing lands of the State of New Mexico having

only a porﬁion of its lands committed hereto shall continue in full
force and4effect beyond the Eérh provided therein as to all lands
embraced in such lease, if oil or ggsfis discovered and is capable
of being produced in payiﬁé quantities from some part of the lands
embraved in such lease at thg expiration of the seéondér& term of
such lease; §r~if, at the-gxpira£ion of the secondary term, the
lessee or the UnitiOperator is then:engaged in bona4fide drilling

or reWOrkihg operatf%ns on som%;part of the lands embraced in such
lease, the same,'as to-all lands embraced therein, shall remain in
full force and-effect so long as such operations are Being diligently
prosecuted,:and if they result in the production of oil or gés, said
lease shéil pontinue in full force and effect as to all of the lands
ties is being produced from any portion of said landg.

19. COVENANTS RUN WITH LAND. The covenants herein shall

be ceonstrued to be covenants running with the land with respect to.
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’the interest of the parties hereto and their, successors in interest
until this agreement terminates, and any grant,'traﬁsfer, 6r con-
véyaﬁce of interest in land or leases subject hereto shall be and
hereby is conditioned upon”the assumétion of all priviléges and
obligations hereunder by the grantee, transferee or other successor
in interest. No assignment or tgansfer of any working interest,
royalty, or other interest:subject hereto shall be binding upon the
Unit 0perator until the first day of the calendar month aftengnit-
6éerator is furnished with the original, photostatic or certified
copy of the instrument of transfer. |

20. EFFECTIVE DATE AND TERM. This agreement shall betome’
effective upon approval by the Director ‘and the Commissioner or
their dily authorized representatives ;svof the date-of approval

by the Director and shall terminate five (5) years from éaid_éffeé-

-

. tive date unless:

(a) such date of expiration.is extended»by the*Direétor;

-,

and the démmissibner$,or )

(b) it is reasongbly determined‘prior to the expiration
of the/fixed term or any exteﬁéion thereof thati'tﬁé unitized land
is incapable of production of unitized substances in paying quaptities
in-the fqrmations tested hereunder and after notice of intention to
térﬁinate the agreemént?on>such ggoqnd is given by‘the Unii Operator
to all parties in inﬁerest ét their last known addresses,. the agree-
méht'is terminated with the approval of the Director apd Coﬁgissioner,
or

(¢) a valuable discovery of unitized substances has been

made or accepted on unitized land during said initial term or any
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extension thereof, in which event the agreement shall remain in
effect for such term and so long as unitizéd substances can be.
produced in éuantities sufficient to pay for the cost of'pfqduqing
same from wells on unitized 1and within any par;ipipatihg éfeé

established hereunder and, should production ¢ease, so long there-

after as diligent operations are in progress for- the restoration:

of production or digcovery of new produégion andiso:long”thereaftepﬁ

as the unitized substances so discovered can be produced as afore-

said;;or .
(d) it is términated aé heretoféré;provided in thiS‘aéreé-_
ment. - | )
| fhis agreement may be terminéted at»éhyfﬁiﬁe by’ﬁof’less"
than 75;pe? centum, on an acreage basié,;of the 6wqers of Wprkingv
intéreétg signatory hereto, with thenépproval>of the Difédtor*ana
Commissionér; notice of any such aﬁproval-to~be given,by?fﬁé ﬁnit
Operéﬁor to all partiéé hereto. ‘ | :
21. RATE, OF PROSPECTING, DEVELOPMENT ANﬁ’PRODUQIION; The
Diréctor is hereby Qested'With aﬁthofity to alter or‘ﬁqdify.from
time to time in his diséfetiqn the quanfit§ and féte~6f p;odgctioé 3

under this agreement when such quantity and rate is not fixed pur--

suant to Federal or State law or does not conform to any .statewide

voluntary conservation or allocation pfogra@, &hiéhﬂié‘éstablished,
recognizéd and generally 5ahérédito‘by"thé‘majéfity:6f“6§efatbfs
in such state, such authority being hereby limited to aiﬁeratiop
or modification in the public intefest, ﬁhe purpose thereof and'

the public interest to be served thereby to be stated in the order

of alteration or modification. Without regard 'to the foregoing,
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hearing to be held not less than 15 'days from notice.

the Director is also hereby vested with authority to alter or
modify from”time to time invhis discretion the rate of pfoépectingw
and development' and the quantity and rate of production under this
agreement when sﬁch alteration or modificatidn‘is in the interest
of attaining the conservation objectives stated in this agreement
and is|not in violation of any applicable Federal or State law;
providéd, fuktﬁér,‘that no such alteration or modification shall
be éffective,as<;ofany land of the Stite of New Mexico, as to the
rate of proépecting and developing in the abséncerf the specific
intten'approval thereof by the Commissioner ahd as to ‘any lands
of the State of New Mexico or privatély owned lands subject to

this agreement as to the quantity and rate of production in the

 absence of specific written approval thereof by the Commission.

Powers in this section vested in the Director shall only

' 'be exercised after notice to Unit Opérator and opportunity for

22. .CONFLICT OF SUPERVISION, Neither the Unit Operator
nor the working interest owners nér any of them shall be subject
to-any forfeiture, terminafion or exﬁiration of any rights here-
under or under any leases or contracts subject héreto, qr-éo any
penélty or 1iébility on accdﬁnt of deigy or failure ih;&?§1e~or
in part to comply with any applicable provision theredfvto the
extent that thé Unit Operator, working interest owners or any of
them are hindergd, delayed, or prevented from complying theréwith
by reason of failure of the Unit<0perator to obtgin in éhe éxercise
of due diiigence, the éoncurrence of propef'representativés of

the United States and proper representatives of the State of New
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Mexico in and about any matters or things concerning which it

is required herein that such concurrence be obtained. The parties
hereto; including the  Commission, agree thgﬁ all powers and;autho-
rity vested in the Commission in and by any provisions of this
agreement are vested in the Commission and shali be exercised

by itnpursudhb to the provisions of the laws of the State of New

’

Mexico and subject in any case to appeal or judicial review as

may now or ‘hereafter be provided by the laws of the State of New

Mexico. .

23. APPEARANCEs; Unit Operator shall, after notice to

_ s -

other parties affected, havé:the right to appear- for and on behalf
of any and all interests affected,hereby‘beforg the«Department’of
the_Interior,‘the Coﬁmissioner}ofunBlic'Lands of the State of New
Me#ico and the. New Mexico Oil’Consér;étion Comm&SSiéﬁ and:to appeal
from orders jssued under the regulaﬁionq of said Departmeﬁt,’the
Commission or Commiséioner or to apply for(reliéf'ffém any of said
regulationé'or inﬁaﬁy proceedings<relat1ve to opeiations before |
the Départment of.the_Interior, the Commissioner, or‘Commissioh,
or any other legally constituted authority; provided, however,
that anY-ofher interested party shall also have the righé at his
‘own eipénsé ro be heard in any such proceedings.

24 . NOTICES. All notices, demands or statements réquired
hereuﬁdér to be given oY rendered to the parties hereto shall be
deemed f&fiy given if given in writihg'and personally délivéred éb
the party or sent by postpaid registeredvbr certified mail, addressed

to such party or pafties at their respective addresses sel forth in

connection with the signatures hereto or to the ratification or
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‘not.

consent hereof or to such other address as any such party may"
have furnished in writing to party sending the notice, demand or
statement.

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agree-
ment cbntained shall be construed as a waiver By any party hereto

of the right to assert any legal or constitutional right or defense

‘as to the validity or invalidity of any -law of the state wherein

said unitized lands are located, or of the United States; dr regu-
lations issued thereunder in any way affectiqg-3uchiparty,'of as
é waiver by any such party of'any‘rightkbeyond his br:iés éuthbrity
éb'Wﬁive. - | i

26. UNAVOIDABLE DﬁLAX? All obliggtions-pﬁder thisfagfeg-
ment requiring the Unit Opératbr:tb cammencé ér-cantinue”driliing
or to operate on or ékoduée unitized suﬁstanqes fr;qupy gf the 
lands¢covered by this'agféemept sgall be sﬁspendédiwhiied but o@ly
éo lgng‘asilthe Unit 6peratbr.dé9pite the exercise of HQé‘Eéré1ggd

P

diligence is prevented from complying with such obligattons, in

-whole or in part, by strikes, acts of God, .Federal, State, or

. muiiicipal law or agencies, unavoidable -accidents, uncontrollable

delays in ﬁranéportation, inability to obtain nécessafy';aterials
in opén mgnkét; or other matters beyond the reésonagle control of
the Unit Qéérator whéEher similaf to -matters herein enumerated or
‘.27. NONDISCRIMiNATiON. In conhedtionrwith‘the éefforménce
of work under this agreemeﬁt; the‘operator‘agrees to comply with all
ofltﬁe~proﬁisions of Sect.ion 301 (i) to (7) inclusive, of Executive
Order 10925, as ;mended (28 F.R. 6485), which are hereby incor-

porated by reference in this agreemeént.
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28. LOSS OF TITLE, In the event title to any tract of

unitized land shall fail and the true owner cannot be induced to
join in this unit agfeement, such tract shall be automatically
regarded as not committed hereto and there éhall be such readjust-
ment of future costs and:benefits as may be required on account of
the loss of such'tifié.; id the eventrof a dispute as to title as

Coa T

to‘apy royalty,]wquing“interest, or other inFerests subject
thereto, payment Gf'dQI;Very'on éccqupt thereof may be withheld
without 1liability fdr»inéerest until the dispute is finally Settlédi
provided, thét, as to Federal and Stafé”léndfor leases, no payments
of funds due the United States or the State 6f New Mexico sﬁéuld

be withheld, but such funds of the Unitéd.States shéll be deposited
as directed by the Superyisér and such fuﬁds;ofnthe‘Stéte of New
Mexico shall be dépositednés‘difected by thevCommissioner_to be
held as unearned money bendihg-final settlement of'thé title dis-
pute, and tﬁen'abpligdias‘éarned'pr returned‘in accqxdance'wifh'“ 4 |
such final seftlement.

Unit Operator, &s such, is relieved from any reéponsiéility
for any defect orﬁﬁailuré of any title hereunder.

29,  NON-JOTNDER AND SUBSEQUENT JOINDER. If the owner of
any substantial interest in a ﬁract within the unit area fails or
refuses to subségége ér consent‘towthis agreement, the owner of
the working interest in that tract may withdraw said tract from
;his agréemént by written notice to thé Directér, the Commissioner,
and the Unit Operator prior to the approval of this agreement by

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

within the unit area noi committed hereto prior to submission of
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this agreement for final approval may thereafter be committed

hereto by the owneror owners thereof subscribing or consenting.

the owner of,suchlintérest also subscribing to the unit operating
agreement. After operations are commenced hereunder, the right
of- subsequent joinder, as provided in this seétion, by aﬂworkihg,
interest owner is subject to such réQuiremehts or approvals, if
any, pertaining to such joinder as may be provided for in the
unit operating agreement; After final‘épproval hefeof’joinder by

‘a non-working interest owner must be consented to in writing by

the working interest owners committed hereto and responsible for

. 5 ' the payment of any benefits{tﬁat may accrue hereunder in behalf
of such non-working interest. qunder by any owner of a’noﬁ-
working interest, aé any time, must be accompanied by appropriate
joinder by the owner of Ehe corresponding wofkiﬁg interest in

order for the interest to be regétded as committed hereto. Joinder

ERTI

to the unit agreement by a working interest owner, at any time,

must be accompanied by appropriate joinder to the unit operating

agreement, if more than one committed working interest owner is
involved, in order. for the interest to be regardedas committed to i

I . - . . - i :
this unit agreement. Except as may otherwise herein be provided,

subsequent joinders to this agreement shall be effective as of the

vy by i

first day of the month'follbWiBg the’filing with ﬁhe Suﬁéyvisor

- g and the Commissioner of duly executed counterparts of all or any
papers necessary to establish effective commitment of any tract to
this agreement unless objection to such joinder is duly made within
60 days by‘tﬁe Director, provided, however, that as to State lands

all subsequent joinders must be approved'by'the'Commissioner.
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30. COUNTERPARTS. This agreement may be executed in any
number of'counterparts, no one of which needs to be executed by
all parties, or may'be ratified or consented to by separate instru-
ment in writing specifically referring hereto and shall be binding
f - upon all those parties who have executéd such a counterpart,’rati-
fication, or consent hereto with the same force and effect as if all
such parties had signed the same document and regardless of whether
or not it is executed by all other parties owning or claiming an
interest in the lands withiﬁ the above described unit area.
31. NO PARTNERSHIP. It is expressly agreed that the rela-
tionship of the parties hereto is that of independent contractors
. and nofhingﬁih this agreement contained, express or implied, nor
any operations conducted hereunder, shall create or be deemed to
have created a partnership or association between the parties
hereto or any of them. ¢
IN'WITNESS WHEREOF, the parties hereto haye'capsed this

agreement to be executed and have set opposite their respective

R ' names the date of execution.
R o ' Famb vl z§;7

AKF L. "“ﬁON"
Addréss Vaugha—Building, Dallas,
) Texas P O. Box 663
~ . UNIT OPERATOR AND WORKING INTEREST
OWNER _
S

‘ ANCY B.’ HAMON

"WORKTNG TNTEREST OWNERS

ATTEST: | AMAX PETROLEUM COMPANY
- By
Secretary President
Date: ‘ ‘ Address:

Date:_ Qctober 18, 1963 L TTERT= e S

aaL OARY M, MAGUIRR

33 . -

Date:__October 18, 1963 (:;Z;Z,L,y«iki\{;/) ':2f77222&1_,<4. e
- . ARN T, MAGUIRR

Address: 4200 yiret Watioual Bank Bldg.

;_.____%#;A ,




ATTEST:

‘ Secretary ’
Date:
Date:_ P e e
ATTEST:

e
Assistant Seerelary

Date:

ATTEST:

Date: %MJ)’//?/W

Date: Lﬁ/ o T LGS

S e I ' '
Date:_Lalati /5, /7 b5~

ekt

Date:

EL PASO NATURAL GAS PRODUCTS GOMPANY

By

President
Address:

GULF 011, CORPORATION

By

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

HUMBLE OIL & REFINING COMPANY

By

Address:

PAN AMEKICAN PET OLEUN’CORPORATION

By J£2~h2~/

ATTORNEY- IN~FA
Address: fgx/ 1470

v

Jé” A %ﬂs‘ufi L_é),&;_/a,,/

RUSSELL MAGUIRE[ dea
- property d tatfy a

1
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STATE oév_g;%$0¢41’ )
COUNTY OF Zpal,iaxv/ SSS

The foregoin instrument was acknowledged before me this
[IZia\day of 0 e __— 1965 by Jake L. Hamon and Nancy B.

‘Hamon, his wife.

My émmissidn Expires: <3vavé\ |
c"\“‘bfw Notary Public
| ' R G KEENEY, ey Pl
: {n; wnd for Dall ny, Tesss
STATE OF _ )
: ss
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of 1965 by

" of Amax Petroleum Company, a
cor?oration; on behalf of said corporation.

My Commission Expires:
: Notary Public

STATE OF )
: ss

COUNTY. OF )

, The foregeing instrument waS’acknowledged before me this

day of , 1965 by. v e

: of E1 Paso‘NaturalﬁGas Products Company, &
corporation, on behalf of said corporation.

My Commission Expires: :
‘ Notary Public

- GTATE OF )
. - S S

COUNTY OF )

The foregoing instrument was acknowledged before me this

‘day of 1965 by | P
S — f Humble Oil & Refining Company,

2 Delaware corporation, on behalf of said corporation.

My Commission Expires:

Notary Public
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STATE OF NEW Mixico )
- i 88
COUNTY OF (CHAVES )

The foregoing instrument was acknowledged before me this
?Y E‘day of éﬁ%\* 1965 by W B. HOPKIMS
Attorney-in-Fact for Gulf 0il Corporation, a Pennsylvania corpora-
tion, on behalf of said corporation.

.My Commission Explres ,Z%ang
My Camfission Raaies svuge R Notarf Pub‘l’ic
STATE OF Texas )
~ 188

COUNTY OF Parrant )

* Tne fore in 1nstrument was acknowledged ‘before me this
/2 day of 58 -f 1965 by L vovr, sr. ATTORNEY - IN-FACT

_ of Pan American Petroleum Corporatlon,
a Delaware corporatlon, on behaljgff said corporation.

ol & I

My Commission Explres

June 1, 1967 l Notary Public
, DOROTHY EIAHDDLETON
STATE OF _ NEW YORK ) .
V : SS \A.
COUNTY OF _NEW YORK )

Ef The for galug_;nstrument was acknowledged before me this
ﬁ_ day of /87 EF7C— 1965 by RUSS /MAGUIRE, dealing with nis

separate property and Estate,

Commissio ;3 Explres »
Vet cbi 21 - b4 e Notary/PL:ollc

H. GOLFEZY \Y H SON
- Notnry Pude, Sitte of New Yark co.
No. 60 - 423303, Q =4 in Yiestchester
STATE OF NEW YORK ) (‘ri Fited #1 icwr York couny

ss Commissicn Expires March 30, 1866

COUNTY OF _ NEW YORK )

¢ The foregoi trument was acknowledged before me this
//7 day of /g j/‘é 1965 by RUSSELL MAGUIRE, Trustee for Cary

Notary“Public

H. 300257 viison
oo &t New York

Mcnwaine Magutre

i ommission Explre
¥%§§/£¢.ztfﬂ = EEE

STATE OF _ NEW YORK ) T e T Co
. gs Cormissi—n ‘xmre\ March 357 1968
COUNTY OF _ NEW YORK )
| C/ The foveo _ins trument was acknowledged before.me this
/J day of & - 1965 by RUSSELL MAGURRE, Trustee for
ﬂizabeth pDeane \{aguire

M Comm1351on Explres.
Bt il 2, rELE
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STATE OF __ yguag )
COUNTY OF _ DALLAS )

Ss

The foregoing i 1strument was acknowledged before me
gz

this /52~ day of Lere s 1965 by capy 1, HACUTRR
and AIM T, MAGUIRE, hiu wife.

My 99 mission Expires: , ,Z,,79<{f;;g;52(,//
ldereg f [ F2F7 f gg%afy Public
' AUDREY SEDLOCK

L NGTARY PUBLIC IN AND FOR DALLAS COUNTY, TEXAS
STAT N EXPIRES JUNE 3, 1967
STATE OF ) HY GOMMISSION EX

. Ss
COUNTY OF )

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

———er—

My Commission Expires:

Notary Public

STATE OF )

Ss

COUNTY OF )

'The f6regoing instrument was acknowledged before me this
day of : 1965 by : :

My Commission Expires:

~

Notary Public
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(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING. LANDS IN EDDY COUNTY, NEW MEXICO

The under31gned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement. for the Development and Operation of the
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,

which said Agreement is dated the 24 day- of (‘;EEJEMBER , 1965, and
acknowledge that theéy have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit

area, as indicated on the schedule attached to said Unit Agreement VAS
Exhibit "B", do hereby commit-all of ‘their said interests to the Owl Draw

Unit Agreement, and do hereby ¢onsent thereto and ratify all of the terms

and provisidns thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement or a counterpart thereof.

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

/
74—’{ f?é Z g&éz(,g/«;.;(_, A
STATE OF §R& m;@g ) Tracts 1, 2y 3, 4, 10, 12
: ss
COU'\IT,Y__.OF SBAVER - )
Tbo foregoing instrument was acknowledged before me this 9@X/day
' f Uokober 1965 by €len F. Festhersions sod L_;mmsmngm
My Comm1831on Expires: A/Z?§J4/ 2. ///;ﬁﬁﬁﬁ/L//
lﬁ*‘nﬂﬁ Notary Public
STATE OF . )
L 1 ss
COUNTY OF : )
The foregoing instrument was acknowledged before me this day
of - 1965 by - - o

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
, OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO .

The undersigned (whether'one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of the
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the 24 day of QE£[“;MF;ER , 1965, and
-acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owriers of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agrhgment;ps
Exhibit "B", do hereby commit all of their said interests to the Owl Draw
Unit Agreement, and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed
the original'of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF this 1nstrument is ‘executed by the undersigned
as of the date set forth 1n:he1r respective acknowledgments

———

' ey & ,J —
Barvey BE. Hoelofs, Trustee
for Olen T, PFe catherstone II

"-’i‘raots 1y 25 35, 4 10, 11

STATE oF Colorado )
T ' : S8 -
. .COUNTY OF Denver ) . | , ca
». . The foregoing 1nstrument was acknowledged before me this 30th day
of . Sept, 1965 by Harvey e Roolols
My Commissioin Explres éz;ﬂ4k (CLQZ? ;27
April 12, 1969 ; Notaxy Public
STATE OF ' )
‘ » : Sss
COUNTY OF )
, The foreg01ug instrument was acknowledged before me this day
of 1965 by

My Commission Expires:

Notary Public




(Rbyalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development’and Operation of the.
Owl Draw Unlt Area embracing lands szﬁnated in Edd County, New Mexico,
which said Agreement is dated the day of SEPTEM » 1965, and
acknowledge that they have read the same and are familiar with the terms
and couditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agreemeqt\ﬁs
Exhibit "B", do hereby commit all of their said interests to- the Owl Draw
Unit Agreement, and do hereby consent thereto and tatify all of the terms
~and provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under31gned
as of the date set forth’ 1n:he1r réspective acknowledgments.

@( ﬁ/ //)Z/}/L/
75@ S At s

'l‘raot 3

STATE OF NEW MEXICO )
g : ss
COUNTY OF IEA )

The for9301ng instrument was acknowledged before me this 7th  day
of Or'tober B . 1965 by A. C. Holder and Ruby F. Holder, his wife

MyfcemmissionfExbires: zfatf” C7<7%/

August 29, 1966 ) Notary Pub11c
STATE OF - )
. . ss
COUNTY OF ‘ )
The foregoing instrument was acknowledged before me this day
of 1965 by

My Commission Expires:

Notary Public
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(Royalty Owner)

" CONSENT AND RATIFICATION
_ OWL DRAW UNIT AGREEMENT
'EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more)} hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of the
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the 24 day of SEE'EQ#BEF@ , 1965, and
acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced 'in said unit
area, as indicated on the schedule attached to said Unit Agreement\gb
Exhibit "B", do hereby commit all of their said interests to the Owl Draw
Unit Agreement, and do hereby consent thereto and ratify all of the terms

and provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement or a counterpart thereof. '

IN WITNESS WHEREOF, this instrument is executed by the undersxgned
as of the.date 'set forth 1nche1r respective acknowledgments

Ci\ 5 0\ VLD ';.. \\<\\(\ )__Q‘\.:% *J\* &)\§CLMKQ;\/!

k
o /,/_,2(,)//5:_(3,

/{ < N
g 4 Hensa
g0 '

COUNTY OF __ Denver )
The foregoing instrument was acknowledged before me this 3°thday‘
of Saptembex 1965 by Dorothy L, Hanks and Jerry G, Hanks
My Commission Expireé: «vﬁcjﬁae. /<7J/§:;c/ 1&&444?/)
KZ#fiseg /‘?Q}Z” }‘ Notary PubL;C/’
7 - ‘ ) ‘
STATE OF ‘ ) y
. . --»' - - : ’Ss
‘COUNTY OF _ | )
: The foregoing instrument was acknowledged before me this day
of 1965 by

My Commissioﬁ-Expires: )
: ‘ Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The under31gned (whether one or more) hereby acknowledge receipt
, 0of a copy of the Unit Agreement for the Development and Operation of the
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the 24 day of QEE]EMBER , 1965, and
acknowledge that they have read the same and are familiar with the terms
and ‘conditions thereof. The under81gned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agrﬁgmentzgs '
Exhibit "B", do hereby commit all of their said interests to the Owl Draw
Unit Agreement, and do hereby consent -thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, thi's instrument’'is executed by the undersigned
as of the date set forth-intheir respective acknowledgments. s

T Frenk 0. Emot.t/

St tert A B~

< Blizebeth Apn Elltott

STATE OF‘ NEH!&QBOO ‘ Tracts 5y 6, Ty 8,-9, 17, 18, 19, 20, 21, 22, 23,
o _l?rss, - 24, 25, 26, 27, 28, 29, 30, 31, 32, 33, 34,
COUNTY OF CHAVES 3 S35, 36
The foregoing instrument was acknowledged before me this 29th day
of _S8eptember - 1965 by  Frank O. Elllott and his wife, Blizabeth Am
—Elldiott v
My Commission Expires: A /
June 1, 1966 - L Notary Public
' STATE OF D)
: Ss.
- COUNTY OF )

, The forego1n¢ instrument was acknowledged before me this day
of 1965 by '

My Commission Expires:

Notary Public
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(Royalty Owner) -

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO ‘ -

. The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of the
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,

which said Agréement is dated the-_-24-dey of SEPTFARER ~, 1965, and

acknowledge that they have read the same and are familiar with the terms
and condltions thereof. The under31g1ed also being the owners of lease-
hold, royalty or interests in the larids or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agrbegsgt;ﬂq
Exhibit "B", do hereby commit all of their said interests to the Owl Draw
Unit Agreement, and do hereby consent thereto -and ratify all of the terms
and provisions thereof, exactly the same as if thé undersigned had executed
the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrumert is executed by the undersigned
as of the date set forth intheir respective acknowledgments.

S TR ‘ . Traota ‘5, 6573 8, 2. 17y 18, 19, 20, 21, 22, 23,
STATE OF _NEW MEX1CO ) S §g: §2: 26, 27, 28, 29, 30, 31, 32, 33, 34,
- = . ? - .

COUNTY OF_CHAVES )

The foreg01ng instrument was acknowledged before me this zgth‘dey,'

of _geptember 1965 by
Qra RA,HaII Jr. and Edna lone Hall, his wife

My Commission - Explres. é’ﬁ;j %é/
July 20, 1966 Notéry Public

' STATE OF D R
. S8s
COUNTY OF ' )
. The foregoing instrument was aCKnOWLedged betore me this day
of 1965 by

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
‘ OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one 6r more) hereby acknowledge receipt’
of a copy of the Unit Agreement for the Development and Operation of the
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the 24 day of SEEIEME! N, 1965, and
acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands, or minerals embraced in said 'unit
area, as indicated on the schedule attached to ‘said Unit Agrqgmantﬁgs
Exhibit "B", do hereby commit all of their said interests to the Owl Draw
Unit Agreement, and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement or a counterpart thereof.

IN- WITNESS WHEREOF, this instrument is executed by the undersighed
as of the date set forth intheir respective acknowledgments.

, C?ZA;ézté//ézj;Q/:/;( gt qzll /Ei;c Q cQ 424'
ALt _Qadadad, ) et

26u, )Lu ; Traots 8, 9; 21,22
STATE OF r~ qu ) : o

i ss ¢ ‘ '
COUNTY OF é% : )y

y The foregoing instrument was acknowledged before me t

of J 58 1965 by

%ﬁyfcqémiééiOt‘ExpirES: qxsg)ﬁz:ﬁillzixbtA
R4 /769

Notary Publik

%223?5 ‘dayf

-

- ~

STATE OF )
: ss

CQUNTY OF

\
/

The foregoing instrument wés acknowledged before me this day
of - 1965 by

My Commission Expires: . »
' Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, WEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of the
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreement is dated the 24 day of (‘EEIEMBER , 1965, and
acknowledge that they have read the same and are familiar with the terms
and conditions thereof. The under31gned also being the owners of lease-

" hold, royalty or interests in the lands or minerals -embraced in said unit
area, as indicated on the schedule attached to said Unit Agrﬁgmentﬁgs

Exhibit "B", do hereby commit all of their said interests to the Owl Draw
Unit Agreement and do hereby consent thereto and ratify all of the terms

and provisions thereof, exactly the same as if the-undersigned had executed
the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersfgned
as of the date set forth intheir respective acknowledgments.

c/p.}?-if‘tfpfﬁ :
I. B, Tapp, FndlviGually and as sole heir of
Allle V. Tapp, deceased,

STATE OF _ New Mexieo ) Tracts 10, 11
: ‘ - : ss
COUNTY OF _ Chaves )

The foregoing 1nstrument was acknowledged before me this 27th day

of September 1965 by 1. =® ;
My Commission Expires: _ (::%( :76;:776”77
5/14/66 - (f/ﬁ%?7 ) Notary Public <::i:;///{>s
STATE OF D -
CO INTY OF s 5
“The foregoing instrument was acknowledged before me this __ _ day .
of 1965 by

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT _
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of -the
Owl Draw Unit Area embracing lands s ated in Edd Count% NMew Mexico,
which sald Agreement is dated the t&day of Py £ - 1965, and
acknowledge that they have read the same and are -familiar with the terms
and conditidns théreof. The. undersigned also being the owners of lease-
hold, royalty or 1nterests in the- ‘lands or mlnerals embraced 1n sald unit .

‘‘‘‘‘

‘Exhibit "B", do hereby commit ‘all of their said intereSivs to the Owl Draw

Unit Agreement, and do hereby ‘¢onsent thereto and ratlf)iall of the terms
and provisions thereof, eXactly the same as if the undersigned had executed
the original of said Unit Agreement or a counterpart thereof.

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

'STATE OF THAAS ) qmaczi4
: . 88
- COUNTY OF TAYIaH )

The foregoing instrument was acknowledged before me this 18 day

of Ustober 1965 by _‘mmm.a,_zmmmn_mm
Karriet A; 'Euffman

-yv

My bommqu1nn EYplIGS‘ A Ljé:l&JJJA (:l) 4<a_h.n 7/
d;; A AN 1‘: Notafrg Publlc o
N ' )
STATE OF )
R ! ce . 8s
' COUNTY OF )
The foregoing instrument was acknowledged before me this . day
of 1965 by : :

My Commission Expires:

Notary Public




(Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT |
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The underngned (whether one or more) heréby acknowledge recelpt
of a copy of the Unit Agreement for the Development and Operation of the

Owl” Draw Unit Area embracing lands situated in Eddy County, New Mexico,
which said Agreemént is dated the day of

24 - n_s 1965, and
acknowledge that they” have read the same and aréeg #EﬁigiJWith the térms
and conditions thereof. The uridersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced in said unit
area, as indicated on the schedule attached to said Unit Agrggmentugs
EXhlblt "B", do hereby commit all of their said interests to the Owl Draw
Unit Agreement, and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same as if the undersigned had executed
the original of said Unit Agreement or a counterpart thereof.

“IN WITNESS WHEREOF, this instrument is executed by the undersigned
as of the date set forth 1n£he1r respective acknowledgments

2L

})zﬂa 7212

)] o Traoks 154 16
: ss ‘ '

._‘The foregoing instrument was acknowledged before me this *Cthday

of . Qctober 1965 by

My Comm1531on Explres 4622%ZZVL;LfL/‘;£/« 7¢977«.;,u///
- - STATE OF | Yy
: o COUNTY OF __ )

The foregoing 1nstrument was acknowledged before me this -~ day
of 1965 by

My Commission Expires:

Notary Public

¢
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' STATE OF Cu@g&md;, )

- (Royalty Owner)

CONSENT AND RATIFICATION
OWL DRAW UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt
of a copy of the Unit Agreement for the Development and Operation of the e
Owl Draw Unit Area embracing lands situated in Eddy County, New Mexico, ‘
which said Agreement is dated the __24 day of QEE[EAQ BER , 1965, and
acknowledge that they have read-the same and are familiar with the terms
and conditions thereof. The undersigned also being the owners of lease-
hold, royalty or interests in the lands or minerals embraced ;n said unit
area, as indicated on the schedule attached to said Unit Agrhgmentbgs
Exhibit "B", do hereby commit all of their said interests to the Owl Draw’
Unit Agreement, and do hereby consent thereto and ratify all of the terms

and provisions thereof, exactly the same as if the undersigned had execuLed
the original of said Unlt Agreement or a counterpart thereof.

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

//?Lad4' / o; /§f<4( 4%4J

/?5‘446541/12§;%461052?~

Traots 25, 26, 2T, 28, 29, 30

Y ' : ss
COUNTY OF Flzrys bus )

_ The foregoing 1nstrument was acknowledged before me this /../ day
of @c&M 1965 by _ sy, D Avidlovis  dnh
ﬁ/IAJ J{I'»LZ ZM/ ~ ‘1 %%&X NN — e

ad

My Cp pission Expires: ,4gé2%EZZ%Z%Zéé;;i;:;>1;,/////
- gizé — ZZ ‘ Notary Public

IOV AN .
A ' >
STATE OF ) gé/ﬁ*&‘z W. A REEVES §
. ss i'&%} KOTARY PUBLIC: - CALIFORNIA §
- COUNTY OF - ) : M‘".aca COUNTY ;
;Tﬁe'fefegding'instrument was acknowledged before me this ‘day
of ... . 1965 by T

’My Commission Expires:

Notary Public
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BEFORS THEZ OIL CONSERVATION COMISSION
OF THE STATE OF MEW MEXXCO

I THE MATTER OF THS HEARING :
CALLED BY THZ OIL CONSERVATION
COMMISESION OF NEW MEXICO FOR
THR PURPOSR OF CONBIDERING S

CASR No. 3317
Cxdar Ne. R-2983

i 4

APPLICATICH OF JAKE L, BAMQM
FOR APPROVAL OF THE L DRAW
MY ACRBEMENT, EDDY COUNTY,
1~ MC‘O. ‘ :

BX_THR COMMISBIONs
. This cause came on for hcu'i.ng at 9 o'clock a.m. on Octoder
6. 3963, at Banta Fe, New Mexico, bafore Examiner Xlvis A, Uts,

NOW, on this_/I__day of October, 1963, the Comsissicn, &
QUOXUN mmq pressnt, Lnn‘nu ecansidared the t..timy. m mot&.
and the recounendations of thn Exaniner, and being fully advtm '

in the pmua.

WYYy IS ,

RbLILE

. (1) That due public notice having bsen given as requirxed by
- law, the Commigsion has jurisdickion 02 this cause and the subjecl
ut-“t tharxeof.

(2) That the applicant, Jake L. Ramon, seeks apprml of
- the Owl Draw Unit Agreemont covexing 8916.44 acxres, wmore o¥ w.
. af Stata. Fadaral aud Fee lands des2ridbed as tenown

Seaction 29! GW}‘
fection 30s 8/2
Bection 31ls All
Section 32 W/2




L B T T T e VA ST L s e £ e s gt e (e

2
CASR No, 3317 C e
Oxdex No. R-2901 .

ﬁQEE£§12La§~iEﬂ5ﬂiu.ﬂ.BQB_ZQ_Eéﬁlh.lﬁﬁﬂl
£oction B/2 &/2

Section 12:‘ 8/2 B/2

Bection 13s B/2

Soction 243 All

gaction 2% 272 8/2

v TOMNSIIP 26 BOUTH, RANGE 27 PAST, NMPM

: . Bection 83 W/2

Bactions 6, 7, and 8¢ All

€actiona 17, 18, and 19¢ All

tection 203 W/2, SR/4, W/2 BR/4, and
8B/4 NB/4

bections 29 and 303 All

(3) That approval of the proposed unit agrecaent should
promote the prevention of waste and the pxot‘ctioa ot correlative
thhts within ths unit area, ‘

- W~ mnnvsvﬁnﬁ MDY TNS o
AL AR AL R M LSUNT RN

'(X) That the Ow} Draw Unit Agttément L-'hordby approved,

- {3} That ths plan containsd in zald unit agrasmant fox the
" development and operation of the unit area is horcby approved imn
principle as a propex consexrvation muasure; provided, however,

that notwithatanding any of the provisions contained in said unit
agrecment, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or cbligation which
is now, or may heoreaftex be, vested ia the Commission to supervise
and control opexations for the exploration and development of any
lands comnitted to tha unit and production of oLl or gas thexefrom.

(3) That the unit ojerator shall file with the Commission
an executad original or exscuted counterpart of the unit agreument
withiem 20 Aay: gftar tha affantiva data thaveofs that in the want

of subsequant joinder by any party or expancion or contraction of
the unit area, the unit operator shall file with the Commission
within 30 dayes thereafter counterparts of the unit agrecnent
refleocting the gubscxiption of those intarests having joined or
ratified.

{4} . That thiz order shall bogoms effective upon the approval
of said unit agreemsnt by the Commizsioner oS Public lLands for the




1 ..Q.‘"’{“:‘, » N
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g CASE No. 3317 .

: Order Ho. R=-2083

i State of New Mexice and-the-Diractor of tha United States Geolagie
¢al Suxvay; that this orxdor shall terminate jpro fZacto upon the

texmination of gald unit agreguanty and that the last unit operae

P tor shell notify the Commission inmediately in writing of such

i . teruination. J

i "(3) 9That juxisdi.ction of this ckuse is retainsd for the
entry of such further orders as the Coxmission way dess neces~

’ 'DONE &t fanta Fe, New naxtco. on the day and year h‘m&a-

i thovo cestgnatcd.

L o : ‘ STATE OF NEW MEXXCO

o : : . OIL CONSERVATION ccmxsaxm
~ JACK M, mnm. Chairean

T , *  GUYTON B. HAYG, Member

s | A. L. PORTER, Jr., Neabey & Secxetary
: a wa e i g L

» &= M g

| .
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CERTIFICATION - DETERMINATION

. 14-08-0001 87 24 -

Pursuant to the authority vested in the Secretary of

Interior as to Federal lands, under the Act approved February 25,

et e P

- Ao i e T

1920, 41 Stat. 437, as amended, 30 U.S.C. Secs. 181, et sed.,

~ and delegated to the Director of the Geological Survey pursuant

to Departmental Order No. 2365 of October 8, 1947, 43 C. F. R.

see. 4.611, 12 F. R. 6784, 1 do hereby:

A. Approve the attached agreemenﬁ for the development

_and operation of the Owl Draw Unit Area, Eddy County, New Mexico.

B. Certify and determine that the unit plan of developinent
and operation contemplated in the attached agreement is necessary

and ainsable‘in'the public interestAfor the purpose of more

‘properly conserving the aatural resources.

. ¢. Certify and: determine that the drllling,'producing,

 rental, minlmum ‘royalty and roya1 v requirements of all Federal

leases committed to said agreement are hereby established, altered,

changed, or revoked to conform with the terms and conditions of

this agreement.

Dated _ AcTnu;DIRECTOR. UNITED STATES
| o GEOLOGICAL SURVEY

USRS
'

vt
e

o s N S T 2




-quoram being present, having congidered the testimony, the record,

in.the premises,

BEFORE THE OXL, CONBERVATION COMMISSION
OF THE STATE OF NEW MUXICO

IN THE MATTER OF THE HRARING
CALLED BY Tii8 OIL COREERVATION
COMMISBION OF NEW MEXICO FOR
THE PURFOBE OF CONSIDERING:

CASE No. 3317

APPLICATION OF JAKE L. HAMOW
¥OR APPROVAL OF THE OWL DRAW
UMIT AGRDEMBNT, EDPDY COUNTY,
REW MEXICO.

Thinvaauae came on for hearing at 9 o'clock a.m. on October
6, 1965, at Santa Fe, New Mexico, bafore‘Examinez EBlvis A, Uz,

NOW, on thie_ 13th _dsyv of October, 1965, the Commigsion, a

and the recommendations of the Examiner, and being fully sdvised

E18RE ¢

{1) That due publie notice having besn given ac:tequired by
law, the Commission has jurisdiction of this cause and the subject:
matter thereof,

(2) That the applicant. Jakes L. Hamon. saaks =ppv-;_1‘u;

the Gwl Dyraw Unit Agreement covering 8916.44 acres, wmore or leasm,
of 8kats, Paderal and Feea lands described as f£ollows:

RDDY CﬁUﬁTY KBEW MEXICO .
b H RANGE 27&[}.1{@.@.

seetion 29: sw/A
Section 30: 8/2
Section 31t All
Section 22¢: W/2




P

|
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|| CASE Ro. 3317

i Ordexr No. R-2983
i

TOWMNEHRIP 26 SOUTH, RAMGE 26 RAST, NMPM
Section 11 E/2 B/2

o Section 123 K/2 B/2

Section 13: B/2

Seation 24: All

Section 253 E/2 u/2

TOWNSHIP 26 GOUTH, RANGE 27 EAST, NMP

Section 53 W/2 ;

Sections 6, 7, and 8: All

Sectione 17, 18, and 19: All

fection 201 wW/2, SR/4, W/2 NB/4, and
SB/4 WR/4

Bections 22 and 30: All

(3) That approval of the proposed unit agrasment should
prowote the prevention of waste and the protection of correlative
rights within the unit area.

(1} That the Owl Draw Unit Agreewent is heréby‘&ppreﬂ@é.

(2} That the plan contained in sald unit agreement for the
development and operation of the unit area is horeby approved in.
prineipls as a proper consearvation msasure; provided, however,
that notwithstandiny any of the provisions contained in said unit
agreemant, thisg approval shali not be considered ae waiving or
relinguishing, in any wanner, any right, duty, or cbligation whiea
i is now, or may hereafter be, vested in the Commission to supervis
and control opexations for the exploration and development of any
| lande committed to ths unit and production of oil or gas thereiron|.

(3) That the unit oparator shall file with the Comxission
an executed original or executed countsrpart of the unit agreement]
within 30 daye after the effective date thexeof; that in the event

- o subseguent joinder by any party or expansion or contraction of
the unit area, the unit operatoxr shall file with the Conmission
within 30 days thereafter counterpaxtsz of the unit agresment

¢ refleeting the subscription of those interastes having joined or

ratified., ’

(4) That this order shall become effective upo& the apprcvil
of gaid unit agreement by the Commissivner of Public Lands for thd

i

'
i
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! CABE No. 3317

{ Order No. R-2983

t
i
! |
I - v {

State of New Mexlco and the Director of the United States Geoloyi+
2al Survey; that this ordexr shall terminate ipro faoto upon +he
termination of said unit agreement; and that the laast unit opera-~-
tor shall notify the Commission immedietely in writing of such
texwination. - : . ' ' -

(5) That jurisdiction of this cause is retained for the
entry of such further oxderas as the Conmission may deam neces-
RALY, ‘ ’

| DONE at Santa Fe, Now Mexicvo, on the day and year herein-
above designated.

STATE OF NEW MEXICO
“QRIL COMSRRVATION COMMISSION

wa. -

A, L, FORTER, Jx., Maumber & Becrsiary |

i asx/







BEFORE THE OTL CONSERVATION COMMISSION -

~
[ N1
Ou
Ll
(72}
(W)
L3

STATE OF NEW MEXICO .=

APPLICATION FOR APPROVAL OF B N
 THE OWL DRAW UNIT ot 337 )
EDDY COUNTY, NEW MEXICO Ao

New Mexico’Oil“Conservation Commission
Santa Fe, New Mexico

Comes Jake L. Hamon of Dallas, Texas, actingrby'and through
‘the dﬁdersignéd attorneys, Hinkle, Bondurant & Christy, of Roswell,
New Mexico, and files heréwith threg copies of the Unit Agreement
for the Development and Operation of the Owl Draw Unit Area, Eddy
County, New Mexico, and hereby mékes applicatiggm;;fwégggoval of
éaid unit agreement as provided by law and the rules and regula-
tioﬂs of thg New Mexico 0il Conservatioﬁ Commissidﬁ,,and‘in support
thereof shé&s: |

1. That the proposed dﬁit area covered by said agregmentt
embraces 5916.44 acres situated in Eddy County, NewkMé;ico more

particularly described as follows:

Townshipi{25 South, Range 27 East, N.M.P.M.
Section 29 - SW%

Section 30 - 5%

Section 31 - Al1l

~ Section 32 - Wk

nY ar -ar

-N.M.FP. M.

&
-
00
(¢8)
[\
[ehY
|
o¥)
7]
cr

Section 12 - ELEY
Section 13 - EX
Section 24 1
Section 25 - EXEX

1
o>
H




‘or field can be developed more economically and efficiently under the

-
Yy

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

‘Section 5 - W

Section 6 - All

Section 7 - All

Section 8 - All

Section 17 - All

Section 18 - All

Section 19 - All

‘Section 20 - Wy, SEY, W5NE%, SELNEL
Section 29 - All ‘ ‘
Section 30 - All

PEAGN

[N S W I

B Sep 21 ik

2. That the lands embraced in the proposed unit area consist
of 8,436.55 acres, or 94:61% of Feieral lands; 320 acres, or 3.58Y
of State 1ands and 159.89 acres, or 1.79% of fee lands.

3. That the proposed unit area has heretofore been designated

by the Director of the United States Geological Survey as an area

4. That applicant is informed and believes, and upon such
information and Belief states, that the proﬁbsed unit area covers
all, or substantlally all, of the geolog{cal structure or feature

1nvolved and that in the ev ent of the discovery of.o0il or gas thereon

said unit agreement will pernlt the produc1ng area to be developed

of waste of unitized substances.

logically subject to gﬁitizacién. : L o |
5. It is\c0ntemb1ated that applicant, Jake L. Hamnn will !
be the operator of the unit area and it is proposed to drill a test i
well pursuant to the terms of the unit agreement to a deDth suff1C1ent\
to test the formations of Pennsylvanlan'age, but not to exceed a
depth of 12,900 feet.
6. Applicant believes that in the event oil or gas in paying

quantities is discovered in the lands w1th1n the un1t area the pool

terms of said . unit agreément, to the end that the maximum recovery




g

of unitized substances will be obtained, and that said agreement

is in the interests of conservation and prevention of waste as

contemplated by the New Mexico Oil Conservation statutes and regu-

lations.

WHEREFORE, the undersigned applicant respectfully requests

‘that a hearing be held before the examiner on the mafter/of the

approval of said unit and- upon said hearlng the same be approved

by the New Mexico 011 Conservatlon Commission as being in the

interests of con§ervation and the prevention of waste.

DATED this 24th day of September, 1965.

Respectfiilly submitted,

~ JAKE L. HAMON - |
by (Wtrs ea G, %Zﬂt/(;/p
_ , 7

Attorney

HINKLE, BONDURANT & CHRISTY

(:JKKJLL4¢CL/C§/4Q4¢{QQ/

Attorneys for Applicant CJ
Box 10
Roswell, New Mexico




GOVERNOR
JACK M. CAMPBELL
CHAIRMAN
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LAND COMMISSIONER STATE GEOLOGIST
GUYTON B, HAYS A. L. PORTER, JR.

MEMBER_ . SECRETARY - DIRECTOR
P, 0. BOX 2088
SANTA FE

Octobex 13, 1965

Re: Case No. 3317

-Mr. Clarence Hinkle :
Hinkle, Bondurant & Christy zrdiicgzé. R-2983
Attorneys at Law P PP 3
Roswell, New Mexico : ' .
bear Sir:
% :Enclosed herew1th are two copies of the above-referenced Com-

mission order recently entered in the subject case.

: ' . T very truly yours, ' V - .

0 £ ,,Az;,,Q,

‘A. L. PORTER, Jr.
Secretary-Director

iv/ -
~r

Carbon copy of order also sent to:

Hobbs -ocC___¥
Artesia O0CC_X__
Aztec .0CC
OTHER
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UNITED STATES
DEPARTMENT OF THE INTERIOR

WASHINGTON 28, D.C.

’

SEP 3

Roswell, New Mexico

SEP 101965

Attentiont Mr, Clarence E,. Hinkle

Gehtlemen'

hoorreel, Hiy MEAICD

~ Your application of August 24 filed thh the Regional 0il and Gas

Supexvisor, Roswell ‘New Mexico, in behalf of Jake L. Hamon and
Russell Maguire, requests the designation of the Owl Draw unit area
embracing 8,916.44 acres, more or less, Eddy County, New Mexico, as

O | ~ —

, A
GEOLOGICAL SURVEY | h a

‘Hinkle, Bondurant & Christy D f @ '
P. O, Box IO : EU ME.

MfKIE. qoiaupany o oURISTY

logically subject to exploration and development under the unitization .

provisions of the Mineral Leasing Act, as amended

* Pursuant to unit plan regulations of December 22, 1950, 30 CFR 226 3

(1961 reprint), the land requested as outlined on your plat marked
"Exhibit A, Owl Draw Unit, Eddy County, New Mexico," is hereby
designated as a logical unit area.

. The unit agreement submitted for the area designated should provide

for the drilling of the initial exploratory well to test formations
of Pennsylvanian age, or to a depth of 12,900 feet. The 1961 reprint

‘0f the standard form of unit agreement’ should be used, modified by

the following changes as proposed by your application:

1. Change item 6(b), line 5, page 7 ‘of the 1961 reprint to read:

"(b) the selection shall have been filed with the Supervisor,
If no successor unit operator is selected and qualified as
herein provided, the Director at his election may declare
this unit agreement terminated.,”

replaced with the follow1ng-

"Ndndiscrimination: In connection with the performance of

work under this agreement, the operatcr agrees to comply
with all the provisions of Section 301(l) to (7) inclusive
of Executive Order 10925, as amended (28 F.R. 6485), which
are hereby incorporated by reference in this agreement,'

e b por e cyp g 2 et n h e
v
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3. Insertion of the appropriate language required for State of
New Mexico landa,

In the absence of any other type of land requiring special provisions
or any objection not now apparent, a duly executed agreement identical
to the 1961 reprint, modified only as outlined above, will be approved
if submitted in. approvable status within a reasonable time. However,

the right is reserved to deny approval of any executed agreement which, -

in our opinion, does not have full commitment of sufficient lands to
afford effective control of unit operations.

When the executed agreement is trahsmitted to the Supervisor for
approval, include the latest status of all acreage., The format of the
sample exhibits attached to the 1961 reprint of the standard form

should be followed closely in the preparation of Exhibits "A" and
"B.Il : . '

:Inasmucﬁ as. this unit area contains State of New Mexico lands, we

are sending a copy of this letter to the Commissioner of Public Lands

at Santa Fe. Please contact the State of New Mexico before soliciting -

joinders, regardless of prior contacts with or clearances from the

‘State.

~ Sincerely youré,

Actiﬁg Director

R S

'

vt ——_ e e
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, UNITED STATES ,
DEPARTMENT OF THE INTERIOR o ey
‘ GEOLOGICAL SURVEY
WASHINGTON 28,D.C.

7 : A : SEP 3

Hinkle, Bondurant &'Christy ES

Roswell, New Mexico
SEP 10 1965

Gentlemen: | MRIE. RO:0UMNT & cumiopy
v howneed, ALY HERICD

Your application of August 24 filed with the Regional 0il and Gas
Supervisor, Roswell, New Mexico, in behalf of Jake L. Hamon and

Russell Maguire, requests the designation of the Owl Draw unit area
embracing 8,916.44 acres, wmore or less, Eddy County, New Mexico, as
logically subject to exploration and development under the unitization
provisions of the Mineral Leasing Act, as amended,

Attention! Mr, Clarence E., Hinkle

" Pursuant to unit plan regulations cf December 22, 1950, 30 CFR 226.3
(1961 reprint), the land requested as outlined on your plat marked
“Exhibit A, Owl Draw Unit, Eddy County, New Mexico," is hereby
designated as a logical unit area.

The unit agreement ;submitted for the area designated “should provide
for the drilling of the initial exploratory well to test formations
of Pennsylvanian age, or to a depth of 12,900 feet. The 1961 reprint
of the standard form of unit,agreement’should be uséd, modified by
the following changes as proposed by your application:

1. Chénge item 6(b), line 5, page 7 of the 1961 reprinf to réad:

"(b) the selection shall have been filed with the Supervisor,
If no successor unit operator is selected and qualified ag -
herein provided, the Director at his election may declare
this unit agreement terminated."

2. The "Fair Employment" section of the 1961 reprint should be
replaced with the following:

"Nondiscrimination: In connection with the performance: of
‘work undér this agreement, the operator agrees to comply

with all the provisicns of Section 301(1) to (7) inclusive
of Executive Order 10925, as amended (28 F.R, -6485), which
ere hereby incorporated by reference in this agreement."

i)

'BEFORE EXAMINER UTZ |
L CON bERVATlON C-.)Mh\!b.:lON )
S0l ExmipIt NO.,

=W /
_CASE NO.___=2>
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3. 1Insertion of the appropriate language required for State of
New Mexico lands,

In the absence of any other type of land requiring special provisions

~or any objection not now apparent, a duly executed agreement identical
" to the 1961 reprint, modified only as outlined above, will be approved

if submitted in approvable status within a reasonable time., However,

the right is reserved to deny approval of any executed agreement which, -

in our opinion, does not have full commitment of sufficient lands to
afford effective control of unit operations.

When the executed agreement is transmitted to the Supervisor for

approval, include the latest status of all acreage. The format of the -

sample exhibits attached to the 1961 reprint of the standard form
should be followed closely in the preparation 6Z Bxhibits "A" and
"B 1"

Inésmuch as. this unit area contains State of New Mexico landé, we
are sending a copy of this letter to the Commissioner of Public Lands
at Santa Fe. Please contact the State of New Mexico before soliciting

joinders, regardless of prior contacts with or clearances from the
Stata,

~ Sincerely yours,

Acting Director

[RVUSURI
N

e e et o et s o e -
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CASE 3316:

CASE 3317:

CASE 3318:

1965 EXAMINER HEARING

In the matter of the hearing called by the 0il Conservation
Commission on its own motion for the creation of a new o0il pool
for Yates and Seven Rivers production in Sections 12, 13, and

24, Township 26 Soitth, Range 36 East, and Sections 7, 18, 19,

30, 31, 22, and 33, Township 26 South, Range 37 East, Lea County,
New Mexico, said ' pool to be designated the Secarborough Yates-
Seven Rivers Pool. Further, to consider the establishment of
a-procedure whereb/ a special allowable would be assigned to

‘said pool which would permlt -equalized per-acre withdrawal rates

from wells on 40-acre spacing in New Mexico to the per-acre
withdrawal rates from 20-acre wells located 1mmed1ately south’
in the Scarhorough Pool, Wlna er Coanty, Texas.

Appllcatlon of Jake L. Hamon for a .unit agreement, Eddy County, _
New Mexico. - Applicant, in the above—styled cause, seeks approval

- of thé Owl Draw Unit Area comprlslng 8,916 acres, more or less,

of Federal, State and Fee larids in T0wnsh1p 25 South, Range 27
East, Township 26 South, Range 26 East, Township 26 South, Range

27 East, Eddy County, New Mexico.

Application of Pan Américan Petroleum Corporation;for salt water

disposal, San Juan County, New Mexico. Applicant, in the above-
- styled cause, seeks authority. to dlspose of produced salt water

into the Penneylvanlan formation in its Navajo Tribal "U" Well
No. 6 located in Unit O of Section 22, Townshlp 26 North, Range
18 West, San Juan County, New Mexico.

CASE 3107 (Reopened)

In the matter of Case No. 3107 being reopened pursuant to the
prov1s1ons of Order No. R-2779; which order established 80-acre
’spac1ng units for the North Bagley-Middle Pennsylvanian Pool,

Lea County, New Mexico, for a period of one year.  All interested

parties may appear and show cause why said pool should not be
. developed on 40-acre Spacing units.



Docket No. 28-65
DOCKET: EXAMINER HEARING - WEDNESDAY - OCTOBER 6, 1965

9 A. M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

‘The following cases wll; be heard before Elvis ‘A. Utz, Bxam1ner, or Daniel S.
Nutter, ‘Alternate Bxamlner- , .

CASE 3307: ({Continued -from September 22; 1965 Examlner Hearing) - :
Application of Arwood Stowe 8 Company for the creation of a pool,
special pool rules, and a waterflood project,:- -8andoval County,
New Mexico. -Applicant, in the above-styled cause, seeks the
-ecreation of -an 0il pool for Mesaverde -production in Section 33,
Township 18 North, Range 3 West, Sandoval County, New Mex1co, and
the establishment of special pool rules governing well spacing
of -less than 40 acres and special well locations; or in the
alternative, for the extension of -the' 'San Luis-Mesaverde Pgol to
include ‘portions of said Section 33.-- Appllcant further seeks.
authority to institute a waterflood project in said Section 33
by the injection of water into the Mﬁsaverde formation through
four wells.

2

CASE 3310: (Cont1nued from September 22, 1965 Examiner Hearing)
Application of Cima Capitan, Inc., Ryder~Scott Management Company,
and Stallworth 0il and Gas Company for a waterflood project,

"~ Eddy County, New Mexico. Applicants, in the above-styled cause,
seek authority to conduct a ‘copperative waterflood project by the.
injection of water into’the Grayburg-San Andres formations through
16 injection wells to be drilled at. unorthodox locations in
-Sections 25 and 36, Township 16 South, Range 30 East, and Sections
30, 31"and 32, Township 16 South, Range 31 East, Square Lake
Pool, Eddy County, New Mexico.

CASE 3313: App11cat10n of Tenneco Oil Company for a non-standard “location,’
-8an Juan County, New Mexico. Applicant, in the above-styled
cause, seeks authority to produce its Omler "A"™ Well No. 2 at
a non-standard undesignated Gallup 0il well location 1525 feet
from the North line and 1650 feet from the East line of Secticn
-35% Township 28 North, Range 10 Weot, San Juan County, New Mexico.

-CASE 3314: Anplicatlon of Sinclair Oil & Gas Company for.a non-standard gas
proration vnit, Lea County, New Mexico. Applicant, in the
above~-styled cause, seeks an amendment to Order No. R-2040, which
created a non-standard gas .prordtion unit comprising the SW/4
of Section 14 and the SE/4 of Section 15, Township.23 South,
Ranae 36 East, Jalmat Gas Pool, Lea County, New Mex1co, said
unit to be dedicated to its Matkins Well No. 1 located in Unit P
of said Section 15. Applicant proposes to dedicate said unit
to its Matkins Well No. 4 located in Unit K of Section 14 1n
addition to said Well No. 1.

CASE 3315: Appllcatlop of Sun 0il Company for a unit agreement, Catron and
" Socorro Counties, New Mexico. :-Applicant, in the above-styled
‘cause, seeks approval of the San Augustin Plains Unit Area com-
'prlslng 404,293 acres, more or less, of Federal, State and Fee
lands in Townshlps 1, 2, 3, 4, and 5.S6uth, Ranges 7, 8, 9, 10,
11, and 12 West, Socorro and Catron Counties, New Mexico.
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‘011 Conservation Commission
Box 2088 o
Santa Fe, New Mexico .

Gentlemen:

e

We enclose herewith in triplicate application
of Jake L. Hamon for approval of the Owl Draw Unit
Agreement, Eddy County, New Mexico. It is our under-
standing that notice has already been given of the ~
hearing which is set” for the examiner's hearing on
October .6. You will also find enclosed 3 copies of
the proposed unit agreement..

Yours very truly,

HINKLE, BONDURANT & CHRISTY

oy (L line pce & /@ag@

CEH:cs

Enc.

cc: Lee D. Vendig
cc: A, C. Elliott

DOCKET MAILED
2 &S
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BEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

!
8 Sep 27 iy

APPLICATION FOR APPROVAL OF
THE OWL DRAW UNIT
FDDY COUNTY, NEW MEXICO

/?’ :?N?//:7
i / //’ﬂ/«c‘ {D” 17‘ -
New Mexico 0il Conservation Commission - (A=
Santa Fe, New Mexico

Comes Jake L. Hamon of Dallas, Texas, abﬁing by and through

the undersigned attorneys, Hinkle, Boﬁdurant & Christy, of Roswell,

New Mexico, and files herewith three copies of the Unit Agreement
.for the Development and Operation of the Cwl Draw Unit Area, Eddy
County, New Mexico, and hereby makes application for approval of
said unit agreement ag provided by law and the rules and regula-
tions of the New Mexico 0il CbnservatioﬁJCommission, and in supporxt
thereof shows:
| 1. 'That the proposeé unig area covered by said agreement
embraces 8916.44 acres Situatea in Eddy County, New Mexico moré
l_particularly described as follows: |
Township 25 South, Range 27 Eastlfﬂ.M;P.M.

‘Section 29 - SW%

Section 30 - S%

Section 31 - All
Section 32 - Wk

Townghip 26 South, Range 26 East, N.M.P .M.
Section 1 - E%EX%
Section 12 - EXE%-
“Section 13 - E%
.Section 24 - All
Section 25 - EXEX%

,,,,,,,




Townshlp 26 South Range 27 _East, N.M.P.M.

Section - Wy

section 6 - All

gection 7 - All

gection 8 - All

gection 17 - All

Section 18 - All

section 19 - All -
gection 20 Wy, SEX, WhNEY%, SEXNEY
Section 29 - All

gection 30 - All

2. That the lands embraced in the proposed unit area conselst

. of 8,436.55 actes, or 94. 61% of Federal \andsj 320 acves, or 3.58%

of State lands; and 159. 89 acres,:or 1.79% © 58 fee-land8. — Hm$w_fm_
3. That the 9ropoaed unit area has heretofofe been designated
by the pirector of the Unitéd States Geological Survey ags an area
logically gubject to unitization.
4. That applicant ig informed and believes, and upon guch

information‘and belief states, that the proposed anit area covers

- all, or substantially all, of the geological gtructure Or feature

involved and that in the event of the discovery of oil or gas thereon

gaid unit agreeméhi“will permit the producing area to be developed
‘and operated in the interests of conservation and the prevention
of waste of unitized subgtances.

5. Itlié contemplated that applicant, Jake L. Hamon, will
be the oéerator of the unit area and it is proposed to drill a test
well pursuant to the terms of the unit agreement to a depth gufficient

to test the formations of Pennsylvanian agé, but not to exceed &

6. Applicant believes that in the event oll or gas 1in paying
quantities ig digscovered in the lands within»the unit area the pool
or field can be developed moxre economically and efficiently under the

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




of unitized gubgtances will be'obrained,

is in the interests of consexvat

contemplated by the New M MexicoO oil Conaervation sta

“jations.

‘WHEREFORE, the u ndersigned applicant respectfully yequ

that a hearind pe held pefore the examin

er on the matter of the

-3-

jon and preven

approval of gaid unit and upon_said hearing the same be approvcd

{nteresats of conservation and the pre@ention of waste.

ember , 11965.

Respectfuily submitted,

cutes and regu-

eing in the

Qf 7AZ£,§fLLL<;-
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BEFORE THE OIL CONSERVATION COMMISSION &
STATE OF NEW MEXICO - &
" APPLICATION FOR APPROVAL OF ‘ |
THE OWL DRAW UNIT T B
EDDY_COUNTY, NEW MEXICO JoEdzs 202

New Mexico Oil Congervation Commission
Santa Fe, New Mexico

Comes Jaké L. Hamoﬁ oé-Dalias, Texas, acting by and tﬁrough
the undersigned attorneys, Hinkle, Bondurant & Christy, of Roswell,
New Mexico, and files herewith three coples of the Unit Agreement
for the Development and Operation of Ehe Owl Draw Unit Area, Eddy
County, New Mexico, and hereby makes application for appfoval of
gaild unit agreement- as provided by law and the rules and regula-
tions of the New Mexico Oil Conserxrvation Commission, and in support
thereof showsx
| ‘1, That>the proposged unit‘area covered by sald agreement
embraces 8916.44 aéres aituaced in Eddy County, New Mexico more
Aparticularly described as follows: f

'n ;,Townshﬁg_ZS South, Range 27 East N.M.P.M,
: Section 29 - SWx
Section 30 - 8%

Section 31 - All
Section 3Z - wg

Township 26 South, Range 26 East, N.M.P, M.
Sectfion 1 - EXE%
Section 12 - EhE}

sahtivnl 13 - E‘%
Section 24 - All

Section 25

=
2




Township 26 South, Range 27 Eagt, N.M.P.M,
Section 5 - Wy '
Section 6 - All

Section 7 ~ All

Section 8 « All

Section 17 - All

Section 18 - All

Section 19 ~ All ‘

Section 20 -~ WY, SE%, WENEY%, SE4NEX
Section 29 -~ All - ’

Section 30 - All

2, Tﬁat the lands embragad'in the proposed unit ares consist
of 8,436.55 acres, or 94.61% of 'Federal landa; 320 acréa, or‘ 3.58%
of State landsj and 159.89 acres, or 1.79% of fee lands.

3. That the proposed unit area has heretofcﬁe been designated
by the Director of the United States Geologiéal Survey as an area
logically ‘subject to unitization.

4. That applicant is informéd and believes, and upoh sﬁch
information and belief states, that the proposed uﬁlt area covefs
“éii;lbf substantially all, of the geological structure o?ffeaf@re
ianlvéd.and that in the avengvof the’diséovery'0f~611 or gas thefeon
gaid unit agréement-will permit'the pﬁo&&bing area to be developed
and operated in the interests of conservation and the prevention
of waste of unitized substances,»' o | o

5. 1t is contemplated that applicant; Jake L. Hémon, will
be the operator bf};ﬁg_unit area and it is proposéd to drill a test
© well purguant to the terms of the unit‘agreément to a depth s#fficient
_ to test the formations pf Pannsylvgnian age, but noﬁ to exceed a
depth of 12,900 feet. .

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

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

-2«




of unitized substances will be obgained, agd that aaid agreenent
is in the interésts of congervation and prevention of waste as
contemplated by the New Mexico Oil Conservation statutes and regu-
lations.

WHEREEOﬁE, the undersigned applicant regpectfully requests
that a hearing ba hel&’before the examiner on the matter of the
approval of aaid unit and upon said hearing the gsame be approved
by the New Mexico 0il Conservation Commission as being in the |
inteérests of ccnsetvation‘and‘cha4preVention of waste.

DATED this 24th day of September, 1965.

Respectfully submitted,
JAKE L. HAMON

» _ e o
By // /(/_,Mé/—/z,clc G % > /éé/(', P

~ Actorney as

HINKLE, BONDURANT & CHRISTY

BW'éZfLLQJiytﬂibféf 744:;%£a&1»
Attorneys for Applicant 4§
Box 10 - |
Roswell, New Mexico
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i JMD/esr -
! / BEFORE THE 0OIL CONSERVATION COMMISSION

OF THE STATE OF HEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. _ 3317

| _ i ) , Order No. R—cggér;fg

APPLICATION OF _ JAKE L. HAMON g
FOR APPROVAL OF THE OWL_DRAW T

UNIT AGREEMENT, __EDDY _ , COUNTY, NEW MEXICO. Go.o. 7~

ORDER OF THE COMMISSION fwf

BY THE .COMMISSION: -~ .~ \l( \7( o™

{,
o

This cause came én gof hearing at 9 o'clock a.ms

October 6, 1965, at ~Santa Fe, New Mex1co, before Examiner
Elvis A. Utz )
NOW, on this day of _October 196 , the Commission,

a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and belng fully advised
in the premises,

FINDS:
(1) That due public notice having been given as required by

law, the Commissicn has jurisdiction of this cause and the subJect
matter thereof.

§ | (2) That the applicant, _ Jake L. Hamon o
% seeks approval of the “Owl Draw ; Unit»Agreemént
: , » State,
i R ‘covering _8916.44 acres, more or less, of Federal lands
T ' - and Fee

described as follows:

: | _ ' EDDY COUNTY, NEW MEXICO o
é TOWNSHIP 25 SOUTH, RANGE 27 EAST , NMPM
Section 29% SW/4 -

Section 30: " 5/2 .

Section 31: All

Section'32: W/2.

MALWNICHITD 24 cr\nmu DANCE
o NSTT e ed

)
o
n
+3

Section 1: E/2°E/2 -
Section 12: E/2 E/2
Section 13: E/2

Section 24: All-
Section 25: E/2 E/2 -

TOWNSHIP 26 SOUTH, RANGE 27 EAST, NMPM
Section 5: w/2- \
Sections 6, 7, and 8: All”~

s

Sections 17, 18; and 19: AllL |
Section 20: W/2, SE/4, W/2 NE/4, and SE/4 NE/4
Sections 29 and 30: All.




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

IT IS THEREFORE ORDERED:

(1) That the Owl. Draw - Unit Agreement
is herxreby approved.

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

~and coantrol operations for the exploration and developmen: of any

lands committed to the unit and production of oil or gas therefrom.

(3) That the unit operator shall file with the Commission
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 ox expansion oxr contraction of
the unit area, the unit operator shall file with the Commission
within 30 days thereafter counterparts of the unit agreément
reflecting the s bsc;1p.10n of those interests having joined or
ratified.

(4) That this order shall become effective upon ‘the approval
of said unit agreement by the Commissioner of Public Lands for the .
State of New Mexico and the Director of the United States L«eologz.-=

cal Survey, that ‘this order shall termlnate ipso facto upon the

terminat;on of said unit agreement; and that the last unit opera-
tor shall ﬁotify the Commission immediately in writing of such
termination.

(5) That jurisdiction of this cause is retained tor the

entry of such further orders as the Commission may deem necessary.

~ DONE at Santa Fe, New Mexico, on the day and year herein- , ) RPN
above designated.
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- UNIT AGREEMENT » >
FOR THE DEVELOPMENT AND OPERATION OF THE
OWL _DRAW UNIT AREA
EDDY COUNTY, NEW MEXICO

No.

DR

THIS AGREEMENT entered into as of the }: Y day of N“w:kjit""

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

WITNESSETH:

— w— — — . e m— o w— —

WHEREAS, the'barties heretg are the owﬁeré of working, royalty,
or other o0il and gas intefests in the gnit area subject to this agree-
ment; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41
State 437, as amended, 3d U.S.C, Sec. 181 et seq., authorizes Federal
lessees and their represenkatives to unite with each other, or jointly
or separately with others, in éollectively édo?ting and opefétiﬁg a
cooperative or unit plan of development or operation'éfmaﬁy'oil or
gas pool, field, or-like area, or any part thereof fornfﬁe purpose of
more properly conserving the natural resources thereof whenever detér-
mihedvand'certified by the Secretary of the Interior to bé necegsafy
or éd&iéable in‘theApublic interest; and

WHEREAS, the Commissioner of Public Lands §f the State of
New Meiico is authorized by an Act of the Legislature (Sec. 7-11-39
N.M. Statttes 1953 Annctated) to  consent Lo Or'épprove‘Eﬁié'ééreémégg
on behalf of the State of New Mexico, insofar as it covers and includes
lands and mineral interesis of the State of NeW"ﬁeXiCijéﬁd'

WHEREAS, the 0il Conservation Commission of the State of

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




S OV

Chapter 65, Vol. 9, Page 2, L953'Statutes), to apprové this agreement
and trie conservation provisions herebf; and
WHEREAS, the barties hereto hold sufficient interests in the
Owl Draw Unit Area covering the land hereinafter described to givé
reasonably effectiye control of operations therein; and
| WHEREAS, it is the purpose bf the partiés hereto to conserve

natural resources, prevent waste, and secure other benefits obtainable

2

‘through development and operation of the area subject to this agree-

ment under the terms, conditions and limitations herein set forth;

'NOW, THEREFORE, in consideratiori of the premises and the pro-

.mises herein contained, the parties hereto commit to this agreement

their respective interests in the beiow-defined unit'éfea; and agree
severally among themselves as follows:

1. ENABLING ACT AND REGULATIGNS. The Mineral Leasing Act
of February 25, 1920, as amended,hsupra, and all valid pertinenﬁ
regulations, including Operating and unit plan regulations, hereto-

fore issiied thereunder or valid, pertlnenv. and reasonable regulgtions

hereafter -issued thereunder are accepted and iade a part of this

agreement as to Federal 1ahds,,provided such regulations are not’

inconsistent with the terms of this agreement; and as to State of

New Mexico and privately owied lands, the oil and gas operating regu-

_lations in effect as of the effective date ﬁereof\gbverning drilling

and producing operations, not inconsistent with the terms héreof or
the laWS of ﬁhe State of New Mexico are hereby accepted and méde a
part of‘thié agreemenﬁ.

2. UNIT AREA. The foliowing described land is hereby

designated and recognized as constituting the unit area:




]
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Township 25 South, Range 27 East N.M.P.M.
Section 29 - SWY

Section 30 - Sk

Section 31 - All

Section 32 - Wy

Township 26 South, Range 26 East, N.M.P. M.
Section 1 - E%E%
Section 12 - E%E/
Section 13 - E%
Section 24 - All
Section 25 - E%XE%

Township 26 South Range 27 East, N. M P.M.
Section 5 - Wy . -
Section 6 - All
Section 7 - All
Sectidn 8 - All
Section 17 - All
Section 18 - All
Section 19 - All } ‘
Section 20 - Wi, SEX%, WYNEY%, SE4NEY
Section 29 - All
Section 30 - All
contalnlng o,916 44 acres, more or less

Exhibit "A" attached hereto is a map showing the Unit Area
and the bodndaries and identity of tracts and leases in said area to
the eYtent known to the Unit Operator. Exhibit "B attached hereto

“is a schedule’show1ng to the extent known to the Un1t Operator the

" acreage, percentage and kind of ownership of oil and gas interests in

1
N

‘-l

and -in the Unit Area. However, nothingxherein'or in said sche-
dule or map shall be construed 4s a representation by éﬁy party heretn

as to the ownershlp of any interest other than such 1nterest or interests
as are shown in said map“Of scheduletaé owned by such party. Exhibits
1aA" and "B" shall be revised by the Unit Operatoruwnenever changes

in the Unit Area render such revision necessary,; oOr when_requested by.
the 0il and Gas SuperVLSor, herelnafter referred to as ”SuperVLSor

or when requested by the CommlsQ1oner of Public Lands of the State of

New Mexico, hereinafter referred to as “Comm1331oner and not 1less




cipating area whenever such expansiomn or

"submission to the Unit ‘Operator of any cbjection

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

The above described Unit Area shall, when practicable, be

expanded to include therein any additional tract or tracts regarded

as reasonably necessary or advisable for the purposes of this agree-

ment, or shall be contracted to exclude lands not 'within any parti-

,,,,,,

or advisable to conform with the pdrposes of this agreement. Such
expansion or ceantraction shall be effected in the following manner:
(a) Unit Operator, on its own motion or on demand of the

Director‘pf,the Geological SurVey, hereinafter referred to as

. : ) .« 7 \{ o * ¢ - \
"Piréctor", or on demand of the Commissioner, after preliminary con- e

currence by the Director, shall prepare a notice of proposed ‘expansion
or contraction describing the contemplated changes in the boundaries

of thé Unit Area, the reasons therefor, and the proposed effective’

dategthereof?tpreferably the first day of a month -subsequent to the

“date of notice.

(b) Said notice shall be deliVered to thelSuperviéor, the
Commissioner and the Commission and copies thereof mailed to the iast
known address of each working interest owngr,wlessee and lessor whose
interests aré affected, advising~£ﬁat 30 days will be allowed for

1S .
(c) Upon expiration of the 30-day~period provided in the

preceding item (b) hereof, Unit Operator shall file with the Super-.

visor, the Commissioner and the Commission evidence of mailing of




the notice of expansion or contraction and a copy of any objections

thereto which:have been filed with the Unit Operator, togetﬁer with
i an application in sufficient number, for approval cof such expansibn
\ or contraction and with éppropriate joinders. |

i% (d) After due consideration of ail pertineﬁt'iﬁformation,

| the expansion or contraction shall, upon approval by the Director,
the Commissioner and the Commissiom, becéme effective as of the
date prescribed in the notice“thereof.'

(e) All legal subdivisions of unitizéd iands (i.e., 40

"acres by Governmment survey or its nearest lot or iract equivalent

5 in inSﬁances of irregular surveys; ﬁowever, unusually large lots or
tracts shall be considered in multiple§ of 40 acres, or the ‘nearest
aliquot equivalent therefor, for the purpose of éliminationbﬁnder
this subéection) no parts of which are entitled to be in a parti¢ipafing
area within five years after the first déy of-the mort.th fbllowing”the
effective date of the %irst initial ﬁérticipatiﬁgvérea established

. -~under this unit agreement, shall be eiiminétéa'éﬁtomatically from
this agreement, effective as of the first day thereafter, and such
lands shall no longer be a part of the unit area and shall no longer
be subject to this agreement, unless at the expiration of said five-

year period diligent drilling operations are in“progress on unitized .

lands not entitled to pafticipation, in which e?ent:all such lands
——shailrfemain subject hereto for so lang as Sucﬁ drilling operations
are contiﬁued'diligently, with not more than 90 days' time’elapsing
between the completion of one such well and the commencement of the
next such well, except that the time allowed between such wells shall

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

e

b}
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time during which drilling operations are prevented by a matter beyond
the reasonable control of Unit Operator as set forth in the section
hereof entitled "Unavoidable Delay'"; provided that all legal sub-

divisions of lands not in a participating area and not entitled to

- become participating under the applicable provisions of this agree-

~ment within 10 years after said first day of the moﬁthﬂfollo&ing the

effective date of said first initial participat{ngrarea shall be eli-

minated as above specified. Determination of creditable "Unavoidable

‘Delay" time shall be made by Unit Operator and subject to approval of

the Director and the Commissioner. The Unit Operator -shall, within

90 days after the effective date of any elimination hereunder, describe

tihe area so eliminated to the satisfaction of the Director and the

‘Commissfbner and promptly notify all parties in interést.

If conditions warrant extension of the 10-year périod specified
in this subsection 2(e), a single extension of not to- exceed 2 years
may be accomplished by consent of the owners of 90»peréentJ0f the

current unitized working interests and 60 pefcént of the current

s7

. unitized basic royalty interests (exclusiﬁe'bf the basic royaity intérest -

of therUnited Stétes) on a total non—partic{pating acreage basis,
respectively, with approval‘of the Directér and Commissioﬁer, provided
such extension applicatioﬁ is submitted‘to the Director and Commissioner
not later than 60 days.prior to the expiration of said 10-year period.

Any expansion of the Un

. AL T U R SRR N SUNEPI RS . (
t Area pursuani to this-secticn which

s

embraces lands theretofore eliminated pursuant to this subsection 2(e)
shall not be considered automatic commitment or reccmmitment of such

lands.
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‘has been served by Unit Operator on all working interest owners and

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed
to this agreement shall constitute land referred to herein as "unitized
land" or "land subject»to this agreemént". All oil and gas in any and
all formations of the unitized land are unitized under the terms of
this agreémént and herein are called ”unitized substahcesﬂ. |

4. UNIT OPERATOR. Jake L. Hamon with offices at Dallas, Texas
is hereby désignéted as Unit Operator and by signature hereto as Unit
Operato; commits to this agreement all interests in unitized sibstances
vested in him and agrees and consents to accept the duties.and obliga-
tions of Unit Operator for Ehe discovery, development and production

of unitized substances as herein provided. Whenever reference is

made herein to the UnithOperator, such reference means the Unit Operator

e R R S

acting in that capacity and not as owner of an interest in unitized

_substances, and the term 'working interest owner" when used herein

shall include or refef to Unit Operator as the owner of a working
interest whgn sucA an interest is owned'by_him. |

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
shall have the right:to gesignfat any.tiﬁe prior'to the establishment
of a paréiciéating areé or areas hereunder; buﬁ éuch resignation shall
not become effective so as to release Unit Operator from the duties
and 6BIigations of Unit Operator and terminate Unit Operator's rights

as such for a period of six months after notice of intention to resign J' 1

the Director, the Commissioner and Commission and until all wells
then drilled hereunder are placed in a satisfactory condition for
suspension or abandonment whichever is required by the Supervisor as

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




‘prior to the effective date of its resignation.

lands unless a new unit operator shall have been selected and approved

and shall have taken over and assumed.the duties and obligations of

Unit Operatér prior to the expirationiof said period.
Unit'0peratorAshall have therrighf to resign in like manner

and subject to like limitations, as above provided, at any time a

participating area established hereunder is in existence, but in all

instances of resignation or removal, until 4 successor unit operator

is selected and approved as hereinafter provided, the working interest

6Qners shall be jdiﬁtly,rééponsible for‘performance'of.the/duties of
tﬁe unit operator, and shall not later than 30 days before such
resignation or removal becomes effective appoint a common agent to
represent them in any action to be taken hérédndet.

. The resignation of Unit Operator shall not release Unit

4

Operator from any liability for any default by it hereunder occurring

(G

ThéjUnit’Operator may, upbﬁxdefault ‘or failure in the pérfor;
mance of its dutiés’or‘oﬁligatioés’hereunder, be subject to removal
by the same percentage vote of the owners of working intéfesté deter-
mined in like manner as herein‘proVided for the selection of a new

Unit Operator. Such removal shall be effective upon notice thereof

to the Director and the Commissioner...

The resignation or removal of Unit Opefator under this agree-

ment shall not terminate its right, titleé or interest as the owner of .

a working interest or other interest in unitized substances, but upon

the resignation or removal of Unit Operator becoming effective, such
Unit Operator shall deliver posséssion of all equipment, materials

and appurtenances used in conducting the unit operations and owned




by the working interest owners to the new duly qualified successor
Unit Operator or to the owners thereof if no such new Unit Operator
is elected,ato be used for the purpose of conducting unit operations
hereunder. Nothing herein shall be construed as authorizing removal
of any material, equipment and appurtenances needed for the preser-
;ation of any wells.’

| 6. SUCCESSOR UNIT OPERATOR. Whenever the Unit>dﬁerator
shall tender his or its resignation as Unit Operator or shall be

. removed as hereinabove provided, or a change of Unit Operator is

FEIRGSIV RIS

negotiated by working interest owners, the owners of the working

‘interests in the participating-area or areas according to their

S

respective acreage interests in such participating area or areas,

3

)
o4
i
3
$3

or, until a participating area shall have been established, the
owners of the working interests according to their respective acreage
interests in all gnitized land, shall by majority vote select a

successor Unit Opérator. Provided, That, if a majority but less

than 75 péfCent‘bf‘the working interests qualified to vote are owned

by one party to this agreemen%t, a concurring vote of one or more

%= additional working interest owner shall be required to select a new

ISREEh

operator. Such selection shall not become efféctive until:

G

TR

(a) the Unit Operator so selected shall accept in writing
. the ddties and responsibilities of Unit -Operator, and

(b)Y  the seiectidﬁiéﬁéilﬂhave been filed with thefgdpéfViQOr"L
ﬁ and'appfoved‘by the Commissioner. if no successor Unit Operator is‘
selected and qualified as herein provided, the Director énd Cbmmiésioner

at their election may declare this unit agreement terminated.




7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. 1If
the Unit Operator is not the sole owner of working interests, costs
and expenses incurred by Unit Operator in conducéiﬁg unit operations
hereunder shall be paid and apportioned among and borne by the owners

of working interests, all in accordance with the agreement or agreements

entered into by and between the Unit Operator and the owrers of working
& interests, whether one or more, separately or collectively. Any

f agreement or agreements entered into between the working interest owners

and the Unit Operator as provided in this seétion,_whether one or more,
-are herein referred to as the '"unit operating agreement''. Such unit
operating agreementishall also provide the manner in which the working

interest owners shall be entitled to receive their respective propor- o ﬁéi

_tionate and allocated share of the benefits accruing hereto in con-
formity with their underlying operating agreements, leases or other

independent contracts, and such other rights and obligations as between'

L
b

_ Unit Operatdr and the working interest owners as may be agreed upon.
by UnitkOperator and the workihg,interest owners; however, no sdéh

unit operating agreement shall be deemed either to modifyiéﬁ& of the

terms and conditions of this unit agreement or to relieve the Unit

Operator of any right or obligation established under this unit agree-

-mént, and in cao~ UC any inéonsistency or conflict between.theluniﬁ
agrérmgnt and the unit operating agreement, this unit agreement shall
‘prevail. Three (3) true copies of énykdnit operating égréeméht'é;e-'
cuted pursuant to this section should be filed with the Supervisor
and one (l) true copy with the Commissioner, prior to approval of
this unit agreementrby'the Director.

-10-
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8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Exceﬁt as
otherwise specifically provided herein, the exclusive right, privi-
lege and duty. of exercising any and all rights of the parties hereto
which are necessary or convénient for proSpécting for, producing,
storing, allocating, and distributing the unitized substances are
hereby delégated to and shall be exercised by thé‘Unit Operator as
hefein'provided. Acceptablé evidence of titie to said rights shall
be deposited Qith‘said'ﬁnit Operator and, together with this agreemenc,
shall cbnstitute and define the rights, privileges and obligations of
Unit Operator. Nothing herein, however, shall be construed to transfer

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

‘understood that under this.agreement the Unit Operator, in its capa-

city as Unit Operator, shall exercise the rights of possession and

use vested in the parties hereto only for the purposes herein specified.
9. DRILLING iU DISCOVERY. Within six months after the

effective date hereof, the Unit Opérator shall, Begiﬁ to dfill an

édequate test well at &viécatiéﬁ“éppfbVEd'by the Supervisor, if oﬁ

Fedefaiﬁland,*éf”by the Conmissioner ifkbn’éfate land, unless on

such effective date a well is being drilled coqformably with the terms

hereof, and ﬁhefeafter continue such drilling diligently until forma-

at a lesser depth

’—l

tions of Péﬁnéylvanian age have been»teéted or unti
unitized substances shall be discovered which can be produced in
paying quantiﬁies (to—Qit: quantities sufficient to repay the costs
of drilling and producing operations, with a reasonable prqfit) or
the Unit Operator shall at any time éstéblish,ito4the satisfaction
of the Supervisor if located on Federal lands, or the Commissioner

if located on State 1adﬂé, thet further drilling of said well would

-11-



be unwarranted or impracticable, provided, however, that Unit Operator
shall not in aﬁy'event be required to drill said well to a depth in
excess of 12;900 feet;‘ Until the discovery of a deposit of unitized
substances capabieiof being produced in paying quantities, the Unit
Operator shall éontinue_drilling diligently, one well at a Eime;~
allowing noﬁ more than six months between éhe completion of one well
and the beginning of the.néxt ﬁell,'unfil a'well~capab1¢ of producing
unitized substances in péyihg‘quantities is completed to the satisfac-
tion of the Supervisor, if on Fedefal»lénds, or the COmmissiéner, if

’ onVState lands, or until it_is‘reasonably proved that the unitized

land is incapablevof produéing'dnitizeﬁ substances-in paying quantities.
in the formations drilled Hereuﬁder. No£hing_in this éection‘shail be
d;emed to limit the right of the Unit Operator to rgSignkas pfoyidea

in Secﬁién 5 hereof, or as reqﬁiring Unit Operator to comménce oi - é%
continue any drilling during the period pending such resignation

becoming effective in order to'cbméiyiwitﬁ’the réquifemenﬁébbf‘thisﬁ

 section. The Director and Commissioner may modify the ériiliﬁg'reqﬁire-

AN

mentg-of .this section-by-

LS = = AEL L AF

nsions of time when, =~
in their‘bpinién, such action is warranted. )
Upon failure to comply with the drilling provisions of this

sectioﬁ, the Director and Commissioner may, after reasonable notice
~to the Unit Operator and each working interest owner, lessee, énd . ’;?
lessor at tﬁéir last. known gddresses, declare this unit agreement
terminated. |

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six

ﬁonths after completion 6f a well capable of producing unitized sub-

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

-12-




approval of the Supervisor and the Commissioner an accéptable plan
of development and operation for the unitized land which; when
approved b& the Supervisor aﬁd the Commissioner,»shall constitute
the further drilling and operating obligations cf-the Unit Operator
under this agreement for the period specified therein. Thereafter,
from time to time before the expiration of any‘existing_plan, the
JUnit Operator shall shbﬁft for the approval of thg Supervisor and
the Commissidner a plan for aﬁ additional specified period for Ehe
8 devélopmeht‘and operétion of the uhitized land.
H _ Any plan submitted pursﬁant to this section shall provide
for the exploration of the unitized area and for the diligent dfilling

¢

necessary for determination of the area or areas thereof capable of

SIS ERES I R

producing unitized substances in paying quantities in each and every

productive formation and shall be as complete andfédequate as the
Supervisor and the Commissioner may determine to be hecessary for
timely development and proper conservation of the oil and gas resources

of the unitized area and shall:

i
Sk
B
4

.

(a) specifjvéhe number and locétidn of wells to be drilled

A
Nl

and the proposed order and time for such drilling; and

(b) to the extent practicable, epecify the operating prac-
P y P -1ng p

o - o - .
tices regarded as necessary and advisable for proper conservation

of natural resources.

‘Separate plans may be submitted for separate productive zones, subject

to the approval of the Supervisor and the Commissioner.
Jﬁ Plans shall be modified or supplemented-when necessary to
meet changed conditions or to protect the interests of all partiés

to this agreement. Reasonable diligence shall be exercised in

~13-




complying with the obligations of the approved plan of development.
The Supervisor and Commissioner are authorizedvto grant a reasonable
extension of thé six month period herein prescribed for submission
of an initial plan of deveiepﬁeﬁt'Where such action is justified
because of unusual conditions or circumstances. After completion
hereunder of a well capable ef prodﬁcing unitized substances in
paying quantities, no further welxs;vegcept such as may be eeeesSary
to afford protection against operatidnéfdet'dnder this'egreement

or such as may be specificallyfapproved by the Supervisor and the

Commissioner shall be,drillea except in accordance'wtth a blan of

development approved as hereinzprovided.‘

11. PARTICIPATION AFTER DISCOVERY. ﬁﬁon cempieﬁion of a
well capable of producing unitized substances in paying quantities,
the Unit Operator shall, withie the month-of such completioe, if

practicable, or as soon thereafter as required by thevSupervieor

or the’CommiesionerZSmeit'for approval by the Director and the

Commissioner a schedule, based on subdivisionsof the public land

survey or aliquot parfs thereof, of all unitized land then regarded

as reasonably proved to be productive of unitized substances in

.paying quantities; all lands in said schedule on approval of the
Director end fhe Commissioner to cgnstitute a participating area,
effective as of the date of completion of such well or the effective
both:Federal and non-Federal lands shall be based upon appropriate
computations from the courses and distances shown on the last
aﬁbroved pﬁblic land survey as of the effective date of the>iﬁitiel

participating‘area. Said schedule shall also set forth the percentage

-14-




of unitized substances Eo be allocated as herein provided to each

wnitized ttaeﬁ in the participating area so established? and shaly/

govefﬁ the allécation of production from and after the date the

participating area becomes effective. A separate participating

area shgl} be established in like manner for each separate pool

or deposit of unitized substances or fdr any group thereof produced
" as a Singlé pooiTOf gqnegvaﬁ&';hy'tﬁo o; more pafticipating éreas | B
: so established may be combined into’ one with the consent of the’

owners of all working interests in the lands within the participating

. areas so to be combined, on approval of the Director and the Com-

missioner. The participating area or areas so established shall

e

LR TN

*be revised from time to time, subject to like approval, whenever

B e R i B e

such action appears proper as a result of further dfilling opera-

S

tions or otherwise, to include additional land then regarded as’

Ak v
Sodad ik,

e

reasonably proved to be productive in paying quantities, or to

exclude land then>fegafﬁed as feasénably proved not- to bé.préﬁuc_

tive in paying quantities and the percentage of allocation shall

also be revised accordingly. The effective date of .any revision

5 . shall be the first of the month in which'is obtained the knowledge

or information on which such revision is predicated;. provided, o

however, that a more appropriate éffective dage may be-used if
~justified by the Unit Operator and approved-by the Director and
£ the-Commissioner. No iand shail be‘eicludéd‘ffom a participating
area on account of depletion of the unitized substances.
It is the intent éf this section that a participating area
shall represent thé areé~known or reésonably'estimatgd”to be pro-

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

-15-




2thevparticipating area, ndthing berein contained shall be construed
és requiring any retroactive adjustment for production obtained prior
~t; the effective date of the revision'of the participating area.
In the abséﬁcé of agreemeﬁt at any time between the Unit
Operator éhd the Director and the Commissioner as:to the progper
<definition‘or rédefiﬁition of a participatingjaréa,-or until é parti-
”éipating area has, or areas have, Beén established as provided'héreiﬁ,
; the portion of all paymentsiaffeéted thereby may be impounded in a
manner mutually acceptable to the ownérs of working interests, except .
foyalties‘due theVUnitéd States and thev$fatévof New Mexico,  which
- shall be determined by the Supervisor for_Federél‘lands'and the
Commissioner for State lands and the amdunt;thereéf aeposited, as
dirécted by the Supervisor and the,Comﬁissioner respectively, to
be held aé unearned moriey until a participating area is finally

approved and thén applied as earned or returned in accordance with

a determination of the sum due as;Federalﬁahd State royalty on the

basis of such approved participating area.

i

Kt
P
w1

Whenever it is determined,; subject to the approvél‘of the

e

e
v-u'%fuh?au..n"-

asde

&

Supervisor as to wells drilled on Federal land and the Commissioner

TR

Yo

as to wells drilled on State land, that a well drilled under this-
(agreement is not capable of production in paying‘quantities and
ipclusion of the land on which it is situated in a pafticipating
| aréé‘"‘i's' “unwarranted, production from such well shéiL"fof' the'ibu'rpdsé;i
of ;ettlement among all parties other than working interest owners,
be allocated to the land on which the well is located so long as

such land is not within a participating area.established for the

pool or deposit from which such production is obtained. Settlement

-16-




for working interest benefits from such a well shall be made as pro-
vided in the unit operating agreement.
12. ALLOCATION OF PRODUCTION. All unitized substances

produced from each participating area established under this agree-

ment, except any part thereof used in conformity with good operating

practices within the unitized area for drilling, operating, camp

and other prOduction or dgvelopment”pﬁfposes, for represSﬁning or
récyciing in accordance with a élan of development,appfoved by the
éupervisor_andACommissioner, or unaVoidably’lost, shall be deemed
P ~ to be produced éqﬁally on an acreage basis frbm the several tracts
of ufiitized land of the participating area eSt;blishedffor,éuch

ﬁ, ‘ production and; fér the purpose of determining any benefits écéruiﬁg
underithis agréeme;ts each such tract“offuﬁiﬁized 1and'sh5111have
rallocated to iﬁ sﬁéh-percentage 6fbsaid'producﬁioniaé:ﬁhe‘number

of acres of such tract includgdrin saidvparticiéapiﬁgfagea 5éars,_

to the total acres of unitized land in said participating area, .

'except that allocation of'production hereunder fofipurposéS“other ' B ;g

than for settlement of ihe royalty, overriding royaity,‘Or‘bquent“

- 3.

]
5
4

out of pédégctidn,obligations of the respective<wquiﬁg interest
'éwners, shallﬁbe on thé basis prescribed in the unit operating-
égreemgnt whéther iﬁ conformityiﬁith‘the basis of aliocatidn herein
set fo;;h 6r'otherwise; It ts hereby agreed that production of
-unitiéé&jéﬁﬁééghéés'from a parﬁiéipééidg area shall be allocaté&

3 ' ,a; provided-hereih régafdless of whether any wells are drilled on
an§y particular part or tract 6f said participating area. If any
gés'produced‘from one bartiéipating area is ﬁsed for repressuring

or recycling purposes in another participating area, the first gas

-17-
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withdrawn from'such last mentioned participating area for sale during

the life of this agreement shall be considered to be the gas so trans-

~ ferred until an amount equal to that transferred shall be so produced

for sale and such gas shall be allocated to the participating area
from which initially_produced as constituted at the time of such
final production.

13. DEGELOPMENT>OR‘OPéRATION OF NON-PARTICIPATINGIIAND OR
FORMATIONS. Any party hereto owning or controlling the working |
iﬁterest in ‘any unitized land having thereon a regular well iocation
may with the approval 6f the SuperViébf as to Federal land and the

Commission as to State or privately owned land, at such party's sole

~risk, cost and expense, drill a well to test any formation for which

a participating area has not been established or to test any forma-

~ tien for which a participating area has been established if such

10ca£ionxis not within saidfparﬁiéipatiﬁg area, unless within 90
days of receipt of notice from said party of his intention to drill
thg WEll;the Unit Operator elects and commences to drillysuch ;
well in 1ik¢ mannér‘aS"otﬁér“WElis'éfé‘a?{iiédyﬁyffﬁémﬁﬁfffﬁn
under this agreeﬁent.

~ If any well drilled és aforesaid Hyla Qorking\interestiowner
results in production such that the land updn which it is situated

may properly be included in‘afpartiCipating gfea, such participating

~area shall be established or enlarged as pfovided ih this agreement

and the well shall thereafter be operated by the Unit Operatof in
accordance with the terms of this agreement and the unit operating

agreement.

If any well drilled as aforesaid by a working interest owner

-18-.
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6B£ains'production in quantities insufficient to justify the inclusion
in a parti;ipating area of the land upon which such well is situated,
such well may be operated and produced by the party drilling the same
subject to the conservation requirements of this agreement. The
royalties in amount or Qalue of production' from any'QUCh welllshgll'
be paid as §pecified in ;he underlying leasg and agreements-affected.

14. ROYALTY SETTLEMENTQ The Unifea,States,and an&,S;afe and
all royalty owners who, under existing cdhtracté,'are entitIed to‘
take in kind a share of the sugétances now uhitizeg hereuﬂdér;pro-
duced from any tract, shall hgreaftér be entitled to‘thé right éo
take in kind their §hafé of the unitized substances allocated to

such tract, and Unit Operator, or in the case of the operation of a

. ol B i : ’
well by a working interest owner as herein in special cases provided

for, such working interest owner, shall make delivéries‘df such

royalty share taken in kind in conformity with the applicable
contracts, laws and regulations. Settlement for royalty interest not

taken in kind shall.be made by working interest owners responsible

EHérefor undér eéxisting contracts, laws and regulations on or before

the last day of each month for unitized substances produced during_~

the preceding calendér nmionth; provided, however, that nothing hereihA

contained shall operate to relieve the lessees of any land from

their reSpectibe lease obligations for thepayment-bf any royalties
due‘pndertheir leases. |

If gas obtained from lands not subjectﬁt;ﬂthis agreement
is introduced into any participating area heréunder for use.in re-

pressuring, stimulation of production, or increasing ultimate

'fecovery5 which shall be in confdrmity with a plan first approved

-19-




by the Supervisor and the Commissioner, a like amount of gas, after
settlement as herein provided for any gas transferred from any other
partiéipating.érea/and with due allowance. for loss or depletion from:

any cause, may be withdrawn from the formation -into which the gas

was introduced, rOyalty free as to dry gas, but not as to ‘the products

KAy

extracted therefrom; provided that such withdrawa1~shall bg at -such
time aé may be provided in the plan of operations or as may otherwise - %
be consented to by ﬁhe:Sﬁpervisor’énd the Commiséioner as conforming
to éood pet;oleumAengiﬁeeriﬁgTpractice; and'provided further that
such right of Withdrdwai shall terminate onrghe termination of this
unit agreement.
,Royélty due the United States shall be computed as provided
in the operating regulations and paid in value or’délivéred in kind ;

as to all unitized substances on the basis of the amounts thereof

allocated to unitized Federal land as providéd'hérein-at the rates

Sbebified ir the respective Federal leases, or at such lower rate

2 or rates as may be authorized by law or regulations; provided, that

for leases on which the royalty rate depends on the daily aVerége

SUESRSA SN AR

LW BIraa

production per well, said average production shall be determined

in accordance with the operating reghlations as though each parti-

cipating area were a single consolidated lease,

i Royalty due on account of State lands shall be computed and

paid on the basis of all unitized substances allocated to such lands.
15. RENTAL SETTLEMENT: Rental or minimum royalties due

on leases committed hereto shall be paid by working interest owners

responsiﬂle therefor under existingucéntr;cts, laws and regulations,

proVided that-nothing'herein contained shall operéte to relieve the

lessees of any land from their respective lease obligations for the

-20-
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payment of any rental'or_ﬁinimﬁm royalty in lieu thereof-due under
their leases. Rental or minimuﬁ royalty forfiands of the United
States subject to this agreement shall be péid at the rate specified
in the respective léases from the United States dnless such rental
or minimum royalty is waived, suspended or reduced’by law or by
aﬁproval of the Secretary or his duly authorized\repreééhtative.
Rentals on Staté of New>Mexicodlands subject to~thi§ agree- -
ment éhall be paid at the rates specified in the réébeétivé leases.
With respect to any lease on other fhan Federal or State’
land containing provisions which would'termina#gASuchjleasé unless
drilling operationsxwere within thé time therein §pecified commenced
upon the land é;vered thereby or rentals paid for the priViiege'of
deférfihg such drilling operations, the rentals requifed thefeby

shail, notwithstanding ady other provisions-of this agreement, be

deemed to accrue and become payable during the term$thereof as

.-2xtended by this agreement ard until the required drilling operations

"are commenced upon -the land covered thereby-or some portion of ‘such

land is inc¢luded withih a participating area.

16. CONSERVATION. ‘pperations/hereunder and production of
unitized substancés shall be conducted to‘pfOQide.fof?the most eco-
nomicaland.é?ficienf fecovery of said substances without waste, as
defined by or pursuant to State or Federal law or regulatibﬁs. |

| 17, DRAINAGE; The Unit Operator shall take appropriate and
adequaté_méaéﬁres to ﬁrevent drainage of unitized substances from
uﬁitized:lgpa by'gélls on land not subject to this agreement, or,
with prio% Eonsent of_thé Director and the Cbmmissionet, pursuant

to %pplicabié régulaﬁions pay.a fair and reasonable compensatory

-21-
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royeity, as deterﬁined by the Supervisor as to Fedecai lands and
by the Commissioner as to State lands.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions and provisions of all leases, subleases, and other contracts
»reieting to exploration, drilling,)develogment or operations for oil
or gas of lands committed to Ehis agreenent are hereby expressly
modified and amended to the extent necessary to make the same conform
to the provisions hereof, but otﬁerwise to remain jn full force and
effect; and the parties hereto hereby consenﬁ that the Secretary as
tofFederel leases and the Commissioner as to State leases shall and
each'By his approval hereof, or by the approval hereof by nis‘duly
authorized representative, does hefeby establish, alter, change, or
revoke the'driliing, producing, rental, minimu%'royalty, and‘?cyalty
requirements of Federal and State leases commitced nereto and the

&

regulations in respect théfeto tc'conForm said‘requirements to the

- provisions of this agreement and w1thout 11m1t1ng the 0enerallty

of the foreg01ng, all 1eaees, subleases and contraccs are partlcu1ar1y

“

modified in accordance w;th the IOLlow1ng:~A ’,-»211, .o

(a) The development and operation cf'iands-subjectfto'this

agreement under the terms hereof shall be;deened_fnll‘performance of

"all obligations for development and operation with respect to each and

regardless of whether there is any development of any particulzr ;
part or tract of the unit area, otw1thstand1ng anythlng to the con- -

trary in any lease, operating agreement or'other_contract by‘and

“between the parties hereto, or their respecti%e predecessors in

interest, or any of them.

-22-
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(b) Drilling and producing operations perfOrmed hereundér
upon any tract of unitized larids will be accepted and deemed to be’ i
performed upon and for the beneé%t of each ;né every tract of Qnitizéd
land, and no lease shall be deemed to expiré‘by reason of failure to
drill or produce weils sitﬁated on the land Ehérein eﬁbfaced.

LY

(¢) Suspension of drilling or producing operétions on all .

~iinitized lands pursuant to direction or consent of the Secretary and

the Commissioner, or their ddly authorized representatives, shall

be deemed to constitute such suspension pursuant to such’direction .
or consent-as to each and every tract of unitized land: ° S

(d) Each lease, sublease or contract reldting to the

*

. :, 1%, - e e :
exploratioii, drilling, development or operation for oil or gas of

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

A [AN

committed to this agnéément, which, by its tefms7might explire prior

[ s N 4 }_ C
to thé termination-of this. agreément, is hereby extended beyond any

be continued in fall

-

such term :so providéd therein so that‘itféhafi

—forhé apd éffe&twfbf‘dnd during the term'of‘thiqvagreemént.

v'”(e)‘ Aﬁyhfgderal lease for a fixed term of twenty (20) yeats
or any_renéwal bhe?edf or any part of such lease which" is made subject

to tﬁis agreement shall -continue in force beyond the term proViﬂéd

therein until the termination hrrecf. Any other Federal lease com=

2
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mitfed hereto shall continue in

therein of;by'law as'to the 1and-committed so long as such lease

remains subject hereto, provided that production is had in paying

quadtitieskudder this unit agreement prio;‘to the expiration date
of the term of such lease; or in thé event actual drilling operations

are commenced on unitized land, in accordance with the provigions

-23-




of this agreement, prior to the end of the primary term of such lease
and are being diligently prdsecuted at that time, such lease shall be
extended for two years and so long thereafter as ¢il or gas is pro-
ducéﬁ in paying quantitiés in accordance with'phe provisions of the
L : Mineral Leasing Act Revision of 1960. !
¢ _ (£) Each sublease or‘contréct relé;ing*té the operation and
development 6f7ﬁhitizéd substanéés;from lands of the United States
committed to this agreement, which by its terms wauld expire prior

to the time at which the underlying lease, as extended by the imme-

G T AN AL AT W

:diately preceding péiagraph, will expire, is hereby extended beyond

"any such “term so provided therein so that it shall be continued in

e AR AT

N S

full fprcé and effect for and during the term.of the underlying

lease as such term -is herein extended.

)'\“‘:f

; (g) Any leasevembracing lands'of’thg State of New Mexicd'*
whigh is madeAsubject to rhis aéreeﬁeht,‘shall continue in féfée":'
beyond fhe tetm.provi@ed therein as to fhe lands committed hereto
until the términatiéh hereof, subject to the provisicns oflsuBSeqtidn

(e) of Section 2.

e
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S agreement is governed by the following provisions in the fourth para-
¢ graph of Sec. 17(j) of the Mineral Leasing Act, as amended by the ; I
: o _ .
R ~ - “Act of September 2, 1960 (74 Stat. 781-784): "Any {(Federal) lease
# ) ) .

(h) The éegregation‘of any Federal lease committed to this

heretofore or.hefeafter_commiﬁféd to any such (unit) plan émbracing
landS»thét afe in part within and in part outside of the area covered
by any such plan shall be segregated into separate leases as to ﬁhe
lands committed ‘and the lands not committed as bf the effectiye date

of unitization: Provided, however, That any such lease as to the

24—
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- such lease; or if, at’the expiration of the secondary term, the

non-unitized portion shall continue in-force and effect for the
term thereof but for not less than two years from the date of such

segregation'aﬁd so long tHercafter as oil or -gas is produced in

paying quantities®. )

. (i) Any 1ease‘embracing'1ands of the State of New Mexico
having only a portion of its lands committed hereto, shall be segre-
gated as to the portion commigtgd and thé portion not committed, and

the provisions of such leasé& shall appiy sepafétely to such segregated

portions commencing as of the effective date hereof; provided, however,

-

notwithstanding any of the provisions of this agreement to the con-

trary any lease embracing lands of the State of New Mexico having

only a portion of its-lands committed hereto shall continue in full

force and éffect beyon& the tefﬁ provided therein as to all lands
embraced in such‘lease, if oil or gas is discovered and is capable
of being prdduééd in payiné quantities from some part of the lands
émbfaéed in such 1ease-at thétékﬁiratipn of the seébndar& termiof

lessee or the Unit Operator is then’ engage

or ‘reworking operations on some part of the lands embraced in such

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

full force and effect so long as such operations are being diligently

prosecuted, and if they result in the production of oil or gas, said

yf the lands .

leage shall continue in full force and effect. as to all

o)

embraced theréin,,So long thereafter as oil or gas in paying quanti-
ties is being produced from any portion of said. lands.
19 QOVENANTS RUN WITH LAND. The covenants herein shall

be construed to be covenants running with thg land with respect to

-25-
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the interest of the parties hereto and their, successors in interest

13

until this agreement terminates, anq any grant,;traﬁsfer,-br con-
veyance of interest-in land or leases subject hereto shall be and
hereby is conditioned updn the aésumption of ali privileges and
obligétions hereunder by the grantee, transferee or other successor
in interest. No assignment or transfer of aﬁy working interést,'
royalty, or other interest Sdbjécf hereto shall’be)bindiﬁgfupon»ghe
Unit Operator until the first day of the caiendar month after Unit -
6£eraébr is furnished with the original, photostatic or certified
copy §f the instrument of transfer. | :

20. EFFECTIVE DATE AND TERM.. This agreement shall become’
effective upon approval by the Director ‘and the Commissionef or
their duly’authorized répresentatives as‘of the dateiof approval

by the Director and shall terminate.five (5) years from said\%ffeq-

¥

"tive date unless: _ 7 o I

" (a) such date of~expiratibn is. extended by*thefbireétor;

»

- -

arid the Commissionér, or

‘(b) it is reasonably determined prior to the expiration
of the fixed term or “any extension thereof that the unitized land
is incapable of production of phitized'substances i.paying quantities

in the formations tested hereunder and after notice of jintention to

terminate the agreement 'on such ground is given by the Unit Operator
tﬁ”aii_pafties'in*iﬁtéfest'ét*théif’1ast'knowu addresses, . the agree-
o

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

or
(¢) a valuable diScovery of unitized substances has been

made or accepted on unitized land during said initial term or any

-26-




NNABAR i

s AT it A

~ said, or - - L B

ment.

3
3
B3]

NeN e 7N

)

LT B AR

elbmate it

1
e gty A

extension therrof, in which event the agreement shall remain in

effect for such term and so long as unitized substances can be

produced in quantities sufficient to pay for the cost ofvpredueing
same from wells on unitized land within any partipipatihg area

established hereundef and, should productien éease,'sp long theréL
after as diligent operations are in progressffer~the restoretioni‘
of'broductidn;or,ﬂiscovery of new prqduetion aﬁd'sbriohg,thereefter;“
as the unitized substances so discovered?ean be prbdhCeqbae'afore-

‘.I

a “~ . -

. . - . .,'-;:'
(d) it is terminated as heretofore provided in this agree-

€ -

This agreement may be terminated at any time by.not‘less

,_\ -
N «.

than 75 per cénitum, on an acreage ba51s, of the owners of worklng-"
1nterest§ s;gnatory hereto, with the approval of the D1rector and‘

CommiSsiéner; rotice of any such‘apprOVal-to-be given;by:the Unit

Operator to all parties. hereto

-

"21. RATE OF PROSPECTING, DFVFLOPMFNT AND PRODUCTTON The

D1rector is hereby vested w1th authorlty to alter or mcdlfy from = -

e

time to time in his discretion the quantity and rate_of production .

under this agreement when such ‘quantity and rate is not fixed pur-- -

' suant to Federal or State law or does not conform to any ,statewide

voluntary conservation or ellocation program, &hiéﬁtié %étahlished,
recognized and generally adhered to by the maJorlty‘of operators

in such state, such authorlty be1ng hereby llmlted to alteratlon
or modification in the publlc 1nterest the purpose.thereof,and
the‘public interest to be served thereby to be stéted'ih the‘ofder

of alteration or modification. Without regard to the foregoing,

) | , -27-
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the Director is élso hereby vested with authority to alter or
modify from time to time in*his discretion the rate of pfoépecting
and developmént and the quantity and rate 6f production under this
agreement whénVSuch alteration or modification‘is in the interest
of attaining the conservation objectives stated in this agreement
ahd‘is.not in violation of any applicable Federal or State law;‘
providéd, fuftﬁ;f,\thét nd sdbh alféf%tion or modificationhshallv‘
be effective as. to.any land of the State of New Mexico, as to the
rate of prospectiné and developing in the absence of the speéific
written apprbval thereof by the Commissioner and as to any lands

of the State of New Mexico or privately owned lands subject to

. this agreemént as ‘to the quantity and rate of production in the

absence of specific written approval thereof by the Commission.
Powers in this section vested in the Director shall only
be exércised after notice to Unit Operator and opportunity for

hearing to be held not léssk;hén 15 days from notice.

.

'22. CONFLICT OF SUPERVISION. Neither the Unit Operator

AL 407 < AP A g NS

- interest owners -nor-any-of them shall be subject

to'anysforfeiture, termination or expifatiOn of any rights here-

.

under or under any leases or contracts subject hereto, or .to any -

penalty or liability on accdunt of delay or failure in whole or

in part t6 comply with any applicable provision thérepf to the
extent that therniE Obéfétof,Vworkiﬁg:interest owners or an& bf
them are-hindered, delayed, or p;gvented from complying therewith
by reason of failure of the Unit Operator to obtain in the exercise
of‘due diligénce, ghe concurrefice of proper repfesentatives of

the United States and proper repreéentagives of'the State of New

-28-"




by it\pursuahb~to the provisidns of the laws of the State of New
. N S R N :. - . , .
- Mexico and subject in any case to appeal or judiciadl review as

i may now or hereafter be provided by the laws of the State of New

»

Mexico.

: 23. APPEARANCES. Unit Operator shall, after notice to
other parties affected,; have .the right to .appear-for and on behalf
= ‘ . . ¥ :
of any and all interests affected hereby before the -Department of

the Interior, the CommiSSioner,of”PubliciLands of the State’of New

. -3 . < :
Mexico and the.New Mexico 0il ‘Conservation Commission and ‘to appeal

from orders,iésued under the regulations of said'Depaftméﬁt, the

!
NEFon AR SN Lot

Commission or Conmmissioner or to apply for relief from any of said
'regulafibnéjor;in any proceedings relative to operations before

the Department of the Interiotr, the.Commissioner, or Commission,

i A A B SRR RN

or any other legally constituted authority; provided, however,
that any other interested party shall also have the right at.his
] ‘own expense to be heard in any such proceedings.

24, NOTICES. All notices, demands or statements required

YA h e

Mexico in and about any matters or things concerning which it . '
is required herein that such concurrence be obfained; The parties S |
he;eto; including the- Commission, agree thqﬁ all powers:and'acho- ';'
rity vested in the Commission in and by any provisions of this | ';
agreément are vested in the Commission and shall be exércised 1
|
hereunder to be given or rendered to the parties heret0/sha11 be
deemed fully given if given in writing and personally delivered to
g the party or sent by postpaid registered or certified.mail, addressed
to such party or parties at their respective addresses set forth in

connection with the signatures hereto or to the ratification or

-29-
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consent hereof or to such other address as any such party may.
have furnished in writing to party sending the notice, demand or
statement. |

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agree-

ment contained shall be consttued as a waiver by any party hereto

-of the right to assert any legal or constitutional righg or defense

as to the validity or invalidity of anyfiaw of the' stats wherein
said unitized lands are‘located, or of thg United’étates; or regu-

lations issued thereunder in any way affecting such party; or as’
a waiver by any such~party of'any right beyon&this or ‘its authority

to waive.

26. UWAVOIDABLE DELAY: All gbligations under this agree-
ment requiring the_Uniﬁ Opératarjté c0mméné§ Qr-continue‘dfilling
or. to operate on or produce unitized substaiices from any of the -

) .
“

lands covered by this agréémept’sﬁall be suéﬁend%diwhile; bdf only

so“long, as, the Unit Operator despite the exercise of due ‘care and

’

diligerice is prevented from complying with such obligations, in
- whole or in ' part, by strikes% acts of God,  Federal, State, or

. municipal law or agencies, unavoidable -accidents, uncontrollable

‘e

delays in granébbrtatioh, inability‘to obtéin necessa?y'materials
in qpen”mgnket{:or other_ﬁatters-beYbnd the feasoﬁagle cpqtrol of
the Unit Qéérétor whé;her’similaf to-matters herein eﬁpmerafed qr 
not. _ ‘* , .’

27, NONDISCRIMINATiON. In connection with the Eefformance

of work under this agreement, the~operator'agrees to comply with all

of the provisions 6f Section 301 (1) go-(?)'iﬁclusivé, of Executive

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

¥

porated by reference in this agreemént.

N

-30-
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as directed by the Supervisor and such funds :of the State of New %

28. LOSS OF TITLE. 1In the event title to any tract of

fﬁnitized land shall fail and thé true owner cannot be induced to

join in this unit agreement, such tract shall be automatically
regarded as not committed hereto and there shall be such readjust-

ment of future'costs_and benefits as may be required on account of

the loss of such,titié;; In the event of a dispute as to title as

to any royalty, ﬁéfkiﬁéFiﬁtérest,AorLOther inté%ests subject
thereﬁo, payment 6;:d§1;§ery.on accounﬁ tﬁéreof may be withheld
without 1iablli£yifdi/inéérest until the dispute is finaily settléd;
provided, that, aé;to Federal and State land or leasgs, novpaymeﬁts
-of fundg due the United States or the State of New'Mexico’shquld

be withheld, but such funds of the Uﬁited_States shall be deposited §
. 5o .. !

Mexico shall be depqsitednag;directéd by the_ComhiSsioner.to be
held as unearned mbney ﬁéhding‘final settlement cof the title dis-

pute, and then abpligd-as'earnéd or returned in accordance ‘with-

-

such final settlemeut.
Unit Operator, as such, is relieved from ény'fésponsigiiity
for any défegt.or éa%luré of any title hereunder.
29. | NON}&GI_NDER AND SUBSEQUENT JOINDER, If the owner of
any suBstahtiaL>1nterest in a tfact'withiﬁ’thé-unit area fails or f‘
refuses to subécgibe or consgent to this agreement, tﬁe owner‘of .
the working"interestﬁin that tract ﬁay withdraw said tracﬁ from
;ﬂis agreemené by written notice to the Director, the Commissioner,
and the Unit Operator prior to tﬁe approval of this agreement by

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

within the unit area not committed hereto prior to submisgsion of




‘agreement. After operations are commenced hereunder, the right

L AR

this agreement for finai approval may thereafter be committed
hereto by the owneror owners thereof subscribing or consenting
to this agreement and, if the interest is a working interest, by

the owner of such interest also subscribing to the unit operating

of subsequent joinder, as provided in this section, by a working

interest owner is subject‘to such requiréments or approvals, if
any, pertaining to such joindér as hay be provided for in the
unit operating agreeméntb After final"qpproval hereof joinder by
a non-working intérest owner must be consented to in writing by
the working interest owners.committed hereto and responsible for

the payment of any benefits that may accrue hereunder in behalf

i
:
H
i
}
1
i
i
H

of*éuch'non—wotking intérest. Ainnder by ény owner of a noﬁ-
working ihterest{ at any time, mustJbe accdmpanied by appropriate
joinder by the ownér%bf‘thé corresponding working interest in :
ofder for the interest to be regarded as cOmmitted héreto. Joinder
to the unit égreemept;by a working interest owner, at any time,
must‘be accompanied by ;ppropriatg joinder té the unit operéting
agreemént,Aif more than“one committed working interest owner is
iﬁvolved, in order for the interest to be regardedas committed to
this unit agreement. Except as may 6thérWise‘herein be provided,
subsequent joinders to this agreement shall be effectivefas of the

first dav of_th;rmenth following the filing with the Supervisor

“and the Commissioner of duly executed counterparts of alltor'any

papers necessary to establish effective commitment of any tract to
this agreement unless objection to such joinder is duiy made within
60 days by the Director, provided, however, that as to State lands

all subéeduent joinders must be approved by the Commissioner.

-32;




30. COUNTERPARTS, This agreement may berexecuted in any
number of counterparté, no one of which needs to be eXecuted by
all parties, or may be ratified or consented to by separate instru-
ment in writing specifically referring hereto and shéll be binding
upon all those parties who have‘éxecuted such a counterpaff, rati-
fication, or consent hereto with the same force and effect as if all
such parties héd signed the same doc¢ument and regéidless of whether‘
or‘not it is exeécuted by all éthef parties owning or claiming an
intéfest in the lands within the above describéd unit area.

51. NO PARTNERéﬁIP. If is expressly agreed that the rela-
tionship of the parties hereto is that of independent contractors
and nothing in this agreement contained, express or implied, nor
any- operations coniducted héreﬁnder, shall create or be deemed to

have created a partnership or association between the parties-

‘hereto or any of them.

IN WITNESS WHEREOF, the parties hereto have caused this
agréement to be executed and have set opposgite theit respective

names theydate of execution.

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

_,  NANCY B. HAMON
WORKING INTEREST OWNERS

ATTEST: AMAX PETROLEUM COMPANY
- By
Secretary . : President
Date: ‘ Lddress:

-33-




ATTEST:

Secretary
Date:

Date:”

Date:

ATTEST:

Secfetary
Date: '

Date:

Date:

Date:

‘Date:

DI

EL PASO NATURAL GAS PRODUCTS COMPANY

By

President
Address:

GULF OIL CORPORATION

By

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

HUMBLE OIL & REFINING COMPANY

By

Address:

PAN AMERICAN PETROLEUM CORPORATION

By

President

Address:

-34-
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STATE OF )
-

—_—
88

COUNTY OF )

The foregoing instrument was acknowledged before me chis
day of 1965 by Jake 1. Hamon and Nancy B:
Hamon, his wife.

My Commission Expires:
: : Notary pPublic

-

STATE OF _ )
1 : : S8 N
COUNTY OF ) -

The foregoing instrument WQSWaqknowledged before me this
day of 1965 by

of Amax Petroleum Compary, 2 '
corporation;'on pehalf of gaid corporation. '

My Commission'Expires:'
‘ - Notary Public

-

STATE OF - )
+ S§8

COUNTY OF )

The fo%egoingAinstrumen;nwas acknowleéged pefore me this
day of - - 1955 by y
- of El Paso Natural Gas Products*Company, a.

—————

corporation, on behalf of said.corpofation.

: e
e »,_mNotaryTPublic

 COUNTY OF ' )
The foregoing jnstrument was acknowledged”before me this
day of L 1965 by __
o}

e of Humble 0il & Refining Company s
a Delaware corporation, onft benalf of said corporatioii. L

My'Commission Expires:

-

' ' Notary pPublic k
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STATE OF - )

. ~: 'ss
COUNTY OF )

The foregoing instrument was acknowledged before me this

‘day of 1965 by

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

My Commission Expires:

Notary Public

CSTATE OFoo o )
B 1SS
COUNTY OF )

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

My Commission Explres: :
: Notary Public

STATE OF )

Ss

 COUNTY OF _ )

The foregoing 1nstrument was acknowledged before me. this
day cf+ ’ 1965 by

My Cgmmission'Expires:

Notary Public

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

)

My Commission Expires:

Notary Public

- STATE OF )

. ss
COUNTY OF __ _ )

The foregoing ins trument was acknowledged before me this
__day of 1965 by

My Commission Expires:

Notary Public

-36-




STATE OF )

. 88
COUNTY OF ’ )

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

My Commission Expires:
. Notary Public

STATE OF )

: 88
- - COUNTY OF )

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

My Commission Expiresﬁ

Notary PuBlic

- STATE OF _ . )
; " : - : S§s
COUNTY OF )

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

-~

s My Commission Expires: . -
g 5 ‘ ' Notary Public

ST PPReY:

NEVPRTEIVK
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IR REPLY REFER YO:

UNITED STATES ‘ : Qtf/ //

DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY '
WASHINGTON 25, D. C.

> :
SEP 3. 1955 ’

Hinkle, Bondurant & Christy : fﬁ F:’h’ﬁ |
P. 0. Box 10 ! ) L@EHWE
Roswell, New Mexico Lf
, SEP 1018
Attention: Mr. Clarence E. Hinkle 10 1565
‘ BELE, REFRIRANT & emigyy

Gentlemen:
Geedd, BIH D

'Yéur application of August 24 filed with the Regional 0il and Gas
Supervisor, Roswell, New Mexico, in behalf of Jake L, Hamon and

- Russell- unglre, ‘requests the designation of the Owl Draw unit area

embracing 8,916.44 acres, more or less, Eddy County, New Mexico, as
logically subject to ‘exploration and development under the unitization
p10v131ons of the Mlneral Leasing Act, as amended.

' Pursuant to unit plan regulations of December 22, 1950, 30 CFR 226.3

(1961 reprint), the land requested as outlined bn your plat marked
"Exhibit A, Owl Draw Unit, Eddy County, New Mexico," is hereby
designated as a logical unit area.

The unit agrcement submitted for the area designated should provide
for the drilling of the initial exploratory well to test formations
of Pennsylvanian age, or to a depth of 12,900 feet. The 1961 reprint
of the standard form of unit agreement should be used, modified by

.the following changes as proposed by your appllcatlo__

1. Change item’6(b), line 5, page 7 of the 1961 reprint to read:

"(b) the selection shall have been filed with the Supervisor.
If no successor unit operator is selected and qualified as
herein provided, the Director at ‘his election may declare
this unit'agreement terminated."

2. The "Fair Employment" section of the 1961 reprint should be

replaced with the following:

""Nondiscrimination: In connection with the-performance of
work under this agrefment, the operator agrees to comply
with all the provisions of Section 301(l) to (7) inclusive
of Executive Order 10925, as amended (28 F.R. 6485), which
are hereby incorporated by reference in this agreement."




e o et s

3. Insertion of the appropriate language required for State of
New Mexico lands. ’

In the absence of any other type of land requiring special provisions
or any objection not now apparent, a duly executed agreement identical
to the 1961 reprint, modified only as outlined above, will be “approved
if submitted in approvable status within a reasonable time. However,
the right is reserved to dery approval of dny executed agrecement which,
in our opinion, does not have full commitment of sufficient lands to
afford effective control of unit operations.

When the exeqﬁged agreement is transmitted to the Supéivisor‘for
approval, include the latest status of all acreage. The format of the
sample exhibits attached to the 1961 reprint of the standard form
should be followed closely in the preparation of Exhibits AN and

lIB.II ’

_Inasmuch as this unit area contains State of New Mexico lands, we

are sending a copy of this‘1et€éf“ﬁ0”the:Commzssicner~of-?hblic}Lands
at Santa Fe. Please contact the State of New Mexico before soliciting
joinders, regardless of prior contacts with or clearances from the
State.

. Sincerely yours,

P, 7 S~

Acting Director
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DAILY COPY, CONVENT IONS

BEFORE THE

NEW MEXICO OIL CONSERVATION COM}'lISSION

Santa Fe, New Mexico
October 6, 1965

EXAMINER  HEARING

----_d-,-_---—----’---—_—-_—-

IN THE MATTER OF:

DEPOSITIONS, HEARINGS, STATE MENTS. EXPERT TESTIMONY,

dearnley-meier reporting sefvice, inc.

N

SPECIALIZING IN:

g
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w
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3
g
z
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e
g
b
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‘Application of Jake L. Hamon for a unit
agreement, Eddy County, New Mexico.
Applicant, in the above-styled cause,
seeks approval of the Owl Draw Unit
Area comprising 8,916 acres, ‘more OX
less, of Faderal, State and Fee lands
in Township 25 South, Range 27 East,
fownship 26 South, Range 26 Bast,
Township 26 South, Range 27 East, Eddy
‘County, New Mexico.

--..—-_----—------—_--—-—----

BEFORE: Elvis A. Utz, Examiner

)
i o R ANUALARY EoF 2 TR

PRETSEEN

s sty R G )

TRANSCRIPT OF HEARING

Case No. 3317

: . . o
v'vvvvvvvvvvvvvvv




PAGE 2

HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY. COPY, CONVENTIONS

DEPOSITIONS,

dearnley-meiar reporting service, Iac.

1213 FIRST NATIONAL BANK EAST ® PHONE 256-1294 ® ALBUQUERQUE, NEW MEXICO

SPECIALIZING 1N,

MR. UTZ: Case 3317.

MR, DURRETT: Application of Jake L. Hamon for a

unit agreement, Eddy County, New Mexico.
MR. HINKLE: Clarence Hinkle, Hervéy, Dow and Hinkle,
Roswell, appearing on béhalf of Jake i.‘Hamon. We ha§e one
witness, Mr. Andy’Elliott,'and'three exhibits which I would
like to have identified.
(Witness sworn.)

(Whereupon, Applicant's
NDS : ’l.w, D oanA 2 ma rbedv v .. .

] L AR L e e Lt

~4:ideni:ific_ation.)
ANDREW C. ELLIOTT ' o
called as a witness, having been first dqu sQOrn on ocath, was
examipea and testified as follows:

.

DIRECT EXAMINATION

BY MR. HINKLE:

Q State your name, please.’

A Andrew C, Elliott.

Q By whom are you employed, Mr. Elliott?

A Jake L. Hamon. | -

G In what capacity?

A District Geologist, Midland. ;
Q You are a graduate geologist?'

A Yes, sir. |

0 You are familiar with all of My. Hamon's operations




é@ﬁéervation Comnission?

A Yes, sir.

) ( And YOgr quélificatibns aé an expert are a matter
of record before the Commission?

A Yes, sir.

PAGE 3

g in New Mexico?
-
4
o »
z A Yes, sir.
S , )
; - : Ly . A
§ Q Are you familiar with the area known' as the Owl Draw
=z 8 .
< .
§ 48 Unit Area?
> X :
F3 %z
F Z3. .
oWy A Yes, sir.
- 0. -
E 3¢
Y £ 0 And you made a study of that area?
oy

(¢
g 2
& *< A Yes, sir.
™ L]
£ 32 : Crips .
“ = Q Have you previously testified before the 0il
8 %28 - .
=
S
x
w
z
o
z
4
o
z
‘o
z
3
g
5

dearnley-meier reporting service, inc.

1213 FIRST NATIONAL BANK EAST & PHONE!

0 Are you familiar with the application of Jake I..

ST

0 What is Mr. Hamon seekfhg to do by this application?
A Unitize 8,436.55 acres or 94.61 percent Federa] lands,
320 acres or 3.85 bpercent State lands, 159.89 acres or 1.79
of Féé‘lands.
O Generally speaking, where is this area located?

A It's located in the southern part of Eddy County,

Townshiy 26 South and 27 East,

0 Has this area been heretofore designéted by the




) 3 - PAGE . 4

. 2 United States Geoiogical Survey as an area suitable and
¢ .
% proper for unitization?
(V) -
. § A . Yes, sir.
> 3 B9 Q Refer to Hamon's Exhibit No. 1 and explain what that
o= » = I~ :
oy i §§ is and what it shows.
<D < . )
T ‘u': a 13 1) . .
= g 3 g A This is the application in behalf of Jake L. Hamon
5 a3 . ‘
& ¢ <3 -
; g °< requesting designation of Owl Draw Unit Area comprising
i b~0 w § L B .,
== : 3 ; ~ - P . o S e - s . PP ‘ N . ° B
- : o 5 &E 8,516.44 acres, more or less, Eddy County, New Mexico, as
: = o= =z logically subject to unit agreement under the leasing
. Qo u o X s
: = S L _
; > Qe o {'-f:_}i/? .:;.:f<.}_/: L - i B . .
: : O Eg provisions of the HMineral Leasing Act, as amended. This has
: i ‘as § % : i
: : = & 3 been approved by the United States Geclogical Survey.
as 85 Q As of September 3rd, 1965, is that right?
— . ¢ 2%
< < Zz A Right.
as> € 8o i
] > o

0 Now refer to Exhibit No. 2 and explain what that is
and what it shows.
A Exhibit No, 2 is a seismic interpretation by Mr.

Hamon's consulting geolcgist of Pan American records. This

.0 Is that the seismic granrh record you spesak of7? )
A Seismic graph records owned by Pan American PetroleumT
0 And were turned over to Mr. Hamon?

‘A They were turned over to us for-review, ves, sir.

This is, the exhibit shows the structural interpretation on

top of the Devdhianvat about minus 10,000 feet, and shows that
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we have an anomaly showing about 300 feet of critical west dip,

and we also show it to be higher than Pan American's original

Welch Unit No. 1.

Q Where is the Welch Unit No. 1 located?

{

DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENYIONS

|
i
7
\

“A " Locatéd in the Northwest Quarter of Section 21.
Q What was the depth of that well?
A That depth went to the DeVonian, 13,000 -- well,

I don't have that figure right with me here.

1170 SIMMS BLDG. & P,0. BOX 1092 » PHONE 2436691  ALBUQUERQUE,[NEW MEXICO

dearnley-meier reporting service. inc.

0 Well, it was a Devonian test? Z ' : ‘
A "It was a Devonian test, penetrated the Devonian, yes,
sir. ’
f 0 Was that completed as a producing well?
z
g A They attempted completionron it but it was_ never

commercial. ‘They dd set pipe and per}oréﬁe and -attempted

to ‘complete but it was unsuccéssful.

Q Does Exhibit No. 2 show the outlines of the propoéed
unit?

A The green optline is the pfoposédﬁunit, yes, sir.

0 As approved by the -- |

A ' United States Geologica; Survey.

0 kwhag was the reason for the little jog there of 40

acres in Section 20, I guess it is? .

A In Section 20 there has been established subsequent

to the drilling of the original well in here, subsequent to
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that there has been established some Delaware sand production

at about 2,000 feet, -that being the reason for deleting that

40--acre ;ract.

Q And there's a small unit there?
A There's a unit joining this.
0 That goes into the 40-acre and that was the reason

for leaving it, is that right?

A  That's right.
Q Where is the State land located in this unit?
A The State acreage is the West Half of Section 32,

and that's all, 320 acres under leaée to Humble.

0 Wbére is the Fee land locéted? -

A The Fee land‘?gr}gggped§in'the South Half- it would
be thezNorth H;lf of”the South Half of Section 7,‘déle£ing
the east 40 acres. The Federal acreage is all the remaining
within the unit outline.

0 In your opinion, will this unit area cover .
substantially all of the structure anomaly which is involved
in this case, and give effective control in‘the eﬁeh£ of’

production or discovery?

‘A‘ Yes, sir.

0 Does Exhibit No. 2 show the location of éhé proposed
well?

A The proposed location is 1980 from the West line
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2 and 660 from the South line of Section 18, 26 South, 27 East.
% Q To whét depth do you propose to drill that well?
% B A We propose to drill this well to 12,900 feet to
ég penetrate the entire Morrow gas section.
. 0 That is th; main objective in this case, the Morrow?
A The Morrow sands are the main objective, éhiqh had

favorable shows in the original well drilled in Section 21.

0  Will this well penetrate any other formations which

‘might possibly prove to be productive?

By

DEPOSITIONS, HEARINGS, STATE MENTS, EXPERY TESTIMONY, DAILY C

1
e -

- . [ ogrmat, SRR TS B
Ve et that we

)

t

¢s from the Delaware

sand on down through the Bone Springs and Wolfcamp and Morrow
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3

° sands.

z

g o] Is there anything else you would like to tell the

;Commission'with respechto this exhibit?

A You will nbtiég a little separation in the seismicr
events, the\subsurface, suibsea depth; you will note’up.to the
north tﬁe anomaly is mapped at about'minus’8)000 feet, ﬁhé
reason being that the event associated with~the Devonian
which covers the éouthern two-thirds of the area, was a good
mappable event and as the record seemed to get worse,; or
non-interpretable under this area, and then we had to jump up

2,000 feéet to get another mappable event. - That's the reason

for the Aifference in the subseas.

0] So you have shown an area here in hetween the two
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anoﬁalies, the north and‘the center, in which there's no
actual seisﬁic tie-in between them?

A Thath'right; In other{words, this is mapped at
ten five on a good event; whereas the event not so gdodlhefe
and another event came in and which was/2,000 feet shallower.

0 éut that has been included in this area due to the
fact of the uncertainty,and it possibly could tie in, thoujh?

A . Thét's right. We feel that this anomaiy here will
project down to thefdepth here‘at thé Siluro-Devonian.
Howevef, we had to stay with our information.

0 Now refer to Exhibit No. 3. Is £hat the samé exhibit
as is" attached to the unit agreement?

A Yes, sir.

0 Copies of the unit agreement have been filed with
the application and'afe part of the.record in this case. What
does Exhibit No. 3 show?

A | That shows the unit outline, showingfthg Federal-
acreage in blank, the State acreage is hatched, the Fee
acreage is hectored arcund the inside,in Section 7 is the only

Fee tract.

Q It also shoﬁs the serial numbers--
A The serial numbers.
0 ~~ of the Federal and State leases?

A Federal and State leases, and the companies owning
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1eases»in the unit outline.

0 The lease ownershiprand'the expiration date of the
leases? . g ) | | ’
A Yes.
0 Who will be" the operator of Ehis unit?
A Mr. Jake L. Ha‘r'n"on'; |
0 Has Hamon made contact with 'most of the; of‘all of

the working interest owners holding leasehold interest in

this area, to determine whether or not they will commit their

acreage?
A Yes, sir.
0 Can you state at this time with any degree of

PR

certainty as tc the probable percentage of commitment which
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you will have?
\’A I think roughly frqm eighty~five to ﬁinety percent.
¢} Are»ydu familiar with tﬁe form of Uﬁit agreement
“which is proposed to be used in this case and which has been
filed with the apﬁlication?
A Yes, sir.

Q Is this the Séme'f6fﬁ‘0f‘9ubétaﬁﬁiélLy the same form

~as the regulation Federal form, with the usual modifications

where State and Fee acreage is involved?

A Yes, sir.

Q "And this is the same form that has been used and
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approved in numerous cases?
A That's right.
0 Does the unit agreément provide for the drillinq'of"

the initial test well which you've testified to?

~

A Yes, sir.

0 What is the maximum depth Whiéh the unit provides
_to be drilled?

A We propose to drill the fi?éévwellvto 12;966 féet,
complete pehetralion of the Morrow gas section.

0 Now all formations from the surface on down are
unitized or proposed to be ‘unitized under this aéreement?

A | Yes,«éire |

Q- In your opinion, if yoh should obtain production or
make a discovery here, will this agreément bé in the intefest
of conservation and theAéreventién of waste?

A ’Yeé, sir.

Q And iﬁtthiSTCaSe would it also promote the greatest
ultimate recovery of gil and gas?

A Yes.

0 And would also protect correlative rights?
A Yes, sir.

MR. HINKLE: We would like to offer in evidence

Exhibits 1 through 3, inclusive.

MR, UTZ: Without objection, Exiibits 1 through 3

”
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: ittoe o T

will be entered into}the record of this case.

(Whereupon, Applicant'sﬂExhibité,Nos.
1, 2, and 3 offered and admitted in
evidence.)

EXPERT TESTIMONY, bAll.Y COP'Y, CONVENTfON:‘;

[2
- o
= 29 MR. HINKLE: fThat's 411 we' have,
" — ‘T w
wE
r4 .
as’ 'g§ MR. UTZ: Any questions of the-witness? The witness
<o gy ’
P e w D
o §§ may be excused,
&S g 18 ‘ -
- £ 3 (Witness excused.) . ..
- @2 87 MR. UTZ: Any statements in this case? The case
@ § 08 |will be taken under advisement,
[ B ) ‘ : .
g .§ ‘§5 * * % x
= 53 : : I
a 3§ ¥ ' 4
& 3 =3 [ STATE oF NEW MEXTCO )
$-. z ..g - o - Lo} 88
= ¢ £% | COUNTY OF BERwALILLO )
. g az Ul
gg é gg I, ADA DEARNLEY, Court Reporter - Notary—Publlc, do
= 5 =& : ‘

hereby certify that the foregoing ang attaéhéérTfénscript of
Hearing before the New Mexico 0il Conservation Commission was

reported by me; and that the same is a true ang éorrect record

h

of the said proceediﬂés, to the best of my knowledge, skilil and]
ability,
WITNESS My Hand and Seal this 5¢tph day of November, 1965,

P
_.//(/Z’é?{i/j(76,27«ﬂ/.z/,-1,[f€ﬁéz{;’_/

- - -—._».-
Court Reporter - Nog} Y Public

My Commission Expires:

o : June 19, 1967, [ do hereby cartify that the forggcing is I

A Cangong e el gf Gk Zritusdings ip

Zauxniner
ission

ation

[x]
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MR. UTZ: Case 3317,

MR. DURRETT: Application of Jake L. Hamon for a

unit agreement, Eddy County, New Mexico.

MR. HINKLE: Clarence Hinkle, Hexvey, Dow ard Hinkle,

QUE, NEW-MEXICO

fRoswe;li appearing on behalf of Jake L. Hamon., We have one

witness, Mr, Andy Elliott, and three exhibits which I would

like to have identified.

itﬁess SWOrn

. (Wharmnnnn' Ap lica. it's Exhibits : o .
Nos. 1, 2._and 3 marked for

-
b

¢ PHONE 2{6-1294 » ALBUQUERQUE, NEW MEXICO

identification. )

ANDREW C. ELLIOTT

called as a witness, having been first_duly~éworn on oath, was

dearnley-meier reporting service inc.

examined and testified as follows:

SPECIALIZING IN: DEPOSITIDNS, HEARINGS,]STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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DIRECT EXAMINATION

RY MD.  uraerw. e

TR TIN EN JONE Q State your name, please.
| Andrew C. Eliiott, f
By whom are you employed, Mr. Elliott?
Jake L. Hamon.
;n what capacity?
bistrict Geologist, Midiand.

You are a graduate geologist?

Yes, sir.

O X O ¥ o » o

. You are familiar with all of My. Hamon's operations
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in New México?

A Yes, eir.

Q Are you familiar with the area known as the Owl Draw
Unit Area?

A Yes,‘sir.

Q And you made a study of tﬁaé area?

A Yes, sir.

Q | Have you previously testified before the 0il
LCéﬁSérvaéiéh Gémmi§§idﬁ?”

1

A Yes, sir.
Q And your qualifications as an expert are a matter -
of record before the Commission? |
A Yes, sir. v ’
'6i Are you familiar with the applicaﬁion'of Jake L.
Hamon in this case?
A Yes, sir.
Q  What is Mr. Hamon seeking to do gy this application?
A Unitize 8,436.55 acres or 94.61 percent Federalulands,'
320 acres or 3.85 percent State lands, 159.89 acres or 1.79
of Fee lands. |
Q Generally speaking, where is this area located?
A It's iocated in tﬁé sbuéhérn part of Eddy County,

Township 26 South and 27 East.

Q Has this area been heretofore designated by the
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United States Geological Survey 2as an area suitable and
propexr for unitization?

A Yes, sir.

is and what it showe.

A This is the»applicatibn in behalf of Jake L. Hamon

requesting designation of Owl Draw Unit Area comprising

8,916.44 acres, more oy less, Eddy County, New Mekico. as

logically SubjéétEo‘uhif"agreéméﬁéyunder the leasing.

;ione of the mineral Leasing Act, @as amended. This has

bean approved byAthe United States Geological Survey.
Q As of September 3rd, 1965, is that right?
A - Right. | /

Q Now refer to Exhibit No. 2 and explain what that is

and what it shows.
A Exhibit No. 2 is a geismic interpretation by Mr..

Hamon's consulting geologist of Pan Aamerican recérds.v This

map shows --

Q Ig that the geismic -graph record-you-speak‘of?

A . Seismic gzaph records owned by Pan American pPetroleum.
Q And were turned over to Mr. Hamoﬁ?
A - They were turned over to us for review, yves, sir.

This is, the exhibit shows the structural interpretation on

s

Q Refer to Hamon's Exhibit No. 1 and explain what that

top of the pevonian at zbout minus 10,06% feet, and shows that

- —




PAGE s

DEPOSITIONS, HUARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

1120 SIMMS BLDG, o P.O. BOX 1092 » PHONE 243.6691 ¢ ALBUGUERQUE, NEW MEXICO

1213 FIRST NATIONAL BANK ZAST ® PI{QONE 256-1294 o ALBUQUERQUE, NEW MEXICO

o
o
<1
[}
e
Pomine
[ Sl
<
o0
| ooy
o —
| Ser—
<O
i 3
an
|
| S
ad
1
——
Qs
o=
R =
[~}
(=L
-3

SPECIALIZING N1,

we have an anomaly showing about 300 feet of,criiical west dip,
and/we also show it to be higher than Pan American's original
Welch Unit Ne, 1.

Q Where is the Welch Unit No. 1 located?

A Located in the Northwest Quarter of Section 2i.

Q What was the deptﬁ Of‘that,yéil?; |

A That dééth went to the Devonian, 13,000 -- well,
I don't have that figure right with me here.

Q _ W¢1l, it was a Devonian test?

A It was a Devonian test, penetrated the Devonian, yes,

o} Was that completed as a producing well?
A They attempted completion on it but it was never

commarcial. :They -dd set pipe éhd perforate and'attqmpted

A The green outline is the p%oposed unit, yes,vsir.

Q As gpproved by the =-- | |

A United St&tes»GeologicalTSutvey.

Q What was éhe reason for the 1iétle jog *éaz‘ of 40
;: I quess it ig?

A In Section 20 therxre has been establishedésubseqﬁént

to the drilling of the original well in here, subsequent to
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that there has been established some Delaware sand broduction

at about 2,000 feet, that belng the reason for deleting that

46~acre t:act.
Q  And there's a small unit there?
A There's a unit joining this,
' Q ~ That §oes into the 40-acre and that was the4reasq¢
for leaving it, is that riéht?
A ‘That's right,
Q | Where is the State land locaééd in‘thié unit?

'R The State acreage is the West

"y
<

L e
aLy

e

and that's ail, 320 acres undgr Je;se to quble.

Q  Where is the Fee land located?

A» The Fee land is located in the South Half- it would
be the NOrth Half of the South Half of Section 7, deleting
‘the east 40 acres. The Federal acteage.iarall thé remaining
within thé‘unitfoutline. | |

Q In your opinion, will'this”unit area covér
substantially all of the structuré anomaly which is involved

in this case, and give effective control in the event of
production or discovery?

A Yes; sir.

Q Does Exhibit ﬁo. 2 show the location of the proposed
well? |

A The proposed location is 1980 from the West line

F I o PPy wy | - 1y B
£ O8CVaA0N 3¢
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and 660 from the south line of Section 18, 26 South, 27 gast.
Q To what depth do you propose to drill that well?

A We propose to drill this well to 12.900 feet to

¥, DAILY COPY, CONVENTIONS

5

éé %% penetrate the‘entire Moryow gas gsection.

= 3 38 ~

25 .% %%» That is the main objective in this case, the MoXrow?
.gé' % é% \ The Morrow sands are the main objective, which had

Dy %R

:;) % é% gavorable shows in the—orlginal-well drilled in Section 21.
:EE E %% \ Q Will this well penetrate any other formations whieh—

) <

;%%'»g%é \ndght possibly prove to be productiVe?

= § %é We feel that we have poss pilities £rom the Delaware
‘"Egg A?E gand on down thr ough the Bone Sprxings and Wolfcaﬁovand Morxow

. _g % 32.(% ’ gsands . |

Ei % Z% Q Is there anything else you would like to tell the

— &5 =% ‘

COmmission with respect to this exhiblt?
e l r:A~ You will notice a little separation in the seismic
evente, the subsurface, gubsea depth you willrnote up to the T
north the anomaly is mapped at about minus 8,000 feet, ‘the .
‘reason being that the event associated with the Devonian
which covers the southern two-thirds of the area, was e good
mappeble event and as the recoxd gaeemad to get worse, OF

non-intexpre tahlae under this area, and then we had to Jump up

2,000 feet to get another mappable event. That's the reason ‘

for the difference in the subseas.

0! So you have shown an area here in between the two

s

-
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anomalies, the north and the center, in which there's no

actual seismic tie-in between them?

A That's right. In other words, this is mapped at

z )
>
8
. r 9 y
c5 % %g | ten five on a good event, whereas the event not so good here
[ eapine . 2;2— - .
ez BY
as % ;; and another event came in ‘and which was 2,000 feet shallower.
Le> B gy
= f 3¢ 0  But that has been included in “this area due to the
- § -3 fact of the uncertainty,and it bossibly could tie in, though? |~ T
©0 w §° ‘
- %< ::1 i ’ T
L?; 5 g8 A That's right. We feel that this anomaly here will
= § &s . ,
gg-,g £% | project down to the depth here at the. Siluro-Devoaian.
. % 2 | However, we had to stay with our information.
L2 £ &d c .
2 § %4 0 Now re€er to Exhibit No. 3. Is that the same exhibit
a 2% as is attached to the unit agreement?
.= £ gz ‘
on Zx ‘
o 1 il A Yes, sir.
a> £ g9 :
== S -

Q Copies of the unit agreement have been fil@d with

the appliication and ars art of the racord in this case. What

Y

does Exhibit No. 3 show?

)\ A That shows the Lnit outline, showing the Federal

acreage in blank, the State acreage is hatched, the Fee

acreage is hectored around the~inside,in Section 7 is the only

Fee tract.

Q I+ also shows tn serial numbsyrs--
A The serial numbers.
0 -- of the Federal and State leases?

A FPaederal and State leases, and the companies owning
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leases in the unit outline.

Q  The lease ownership and the expiration date of the

leases?
a Yes.

Q Who will be the operator of this unit?

Q jias Hamon made contact with most of the, or all of i
the working interést owners holding jeasehold jnterest in

thié &fea;rﬁo‘détéfﬁiﬁ‘—“he.hez or not they will commit their

| acreage? \
A Yes, sir. o
Q can you state at this time wifh any degree of

certainty as to the probhable percentage of commitment which
you will have?
A -:TI”think roughly from eighty-five téfﬁiﬁe;" gegéent.
| o} A?e you familiaxr with the form of unit agreement
which is proposed to be used in tﬁis cage and which has been

filed with the application?

A Yes, sir.
Q I this the same form orvsubstu;’;“lly the same form
as the,regulatidﬁ Federal form, with the usual modificayié"e \

here State and Fee acreage is involved?
A Yes, sir.

Q And this is the same form £hat has been used and

S
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approved in numerous cases?
A That's right, :

Q  Does the uniﬁ“agreement provide for the drilling of

the initial test well which you've testified to?

A Yes, sgir.

1120 SIMMS BLRG. .- PO, BOX 1092 © PHONE 243-4691 ® ALBUQUERQUE, NEW MEXICO

1213 FIRST NATIONAL BANK EASY & PHONE 256.1294 ¢ ALSUQUERQUE, NEW MEXI?O '

Q. What is the maximum depth which Ehe,unit provides
to be drilled? |

‘A We éropose to drill the firét well to 12,9doufeet,
complete penetration of the Morrow gas zection.

Q Now all formations from the gurface on down are

DEPOSITIONS, KEARINGS, STATE MENTS, EXPERT TESTIMONY, DALY COPY, CONVENJIONS

unitized or proposed to be unitized under this agreement?

dearniey-meier regorting service, . inc.

z <

9 . A Yes, giz,

z ‘ ’ - : S

é Q In your opinion, if icu should obtain production or

make a discovery here, will this agreement be in the interest
of conse%@ation and the prevehtion.of wagte? =

A ers,zéir. | 7

Q And in this case wéuld it also promote the greatest
ﬁltimate fecovery of oil and gés? |

A  Yes.

Q and wduld also protect cérrelative rights?

A Yes, sir.

MR. HINKLE: We would like to offer in evidence

Exhibits 1 through 3, 'inclusive.

¢

MR. UTZ: Without objection, Exhibits 1 through 3
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will be entered into the record of this‘case.
(Whereupon, Applicant's Exhibits Nos.
1, 2, and 3 offered and admitted in
evidence.)
MR. HINKLE: That's all we have,
. MR. UTZ: Any questions of the witness? The witness
may be excused.

- (Witness excused.)

MR, UTZ: Any statements in this case? The case

{will be taken under advisement, -

O K & &

'STATE OF NEW MEXICO )

) ss
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Court Reporxter - Notary Public, do
hereby certify that the foregoing and attached Transcript of
Hearing before the New Mexicp 01l Conservat;on Commission was
reported by ﬁe; and tﬁét the same is a true and correct record
of the said proceedings, to the best of my know;edge; skill and
ability. <

WITNESS my Hand and Seal this 5th day of November, 1965,
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My Commission Expires:
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