CASE 3560: Appllcatlon of PHILLIPS S ]
— N : EE— ) approval of the HAT MESA UNIT f N =
S SRR e AGREEMENT, LEA cousry, M. M.

R e e i d i N A T e e Ay wme o ot = T S| SEa L e n it o e o 4

| i

RN Rt 2ty g o - L e S i
i
L.
)

e .







e noyuriob g ZAs4

3 g

R ST Ty ooy
PRt : ””"‘@ﬂ&n,x R

S s v

E‘“’E" PHILLIPS PETROLEUM COMPANY
tAIDLAND, TEXAS 79701
80X 791 PERMIAN BUILDING .
EXPLORATION AND PRODUCTION DEPARTMENT

April 30, 1969

MALE o
N

State of New Mexico 011 Conservation Comml3510n

State Iand Office Building ;
Santa Fe, New Mexico _87501 po

Mr, A, L. Porter, Jr.

Attention: .
Re: G.F. 15014, Hat Mesa Unit
lea County ; New Mexico
Case #3560 Order R-3224
Gentlemen: ;

As stlpulated in the captloned Order Number, you are hereby advised that
the Hat Mesa Unit Agreement is terminated eifectlve May 1, 1969.

Such temunatlon has been approved by the U. s.u.o. and vy the Commissioner
of Public lands of the State of New Mexico,

Yours very ﬁtx‘uly-‘,

/1/@)’7

Rever

SAR/mre
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imore or iess, of State and Federail Laua- aolcrxbod as foliowst

BEFORE THE OIL CONBBRVATION COMMISBION
OF THE STATE OF ﬁlﬂ HIXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL COMSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF COMSIDERING:

CASE No. 3560
Order No. R-3224

APPLICATIOR OF PHILLIPS PETROLEUM
COMPANY FOR APPROVAL OF THE HAT MESA ,
UNIT AGREEMENT, LA COU!TY, NEW MEXICO.

e

pepp—
|| BY THE COMMISSION:

This cauee came on for hearing at 9 Q.m. on April 26, 1967,
at Santa Pe, New Mexico; befora Examiner xlvia A, Ute,

NOW, on ﬂhiq__é;i__ﬁay of May, 1967 the Comnit-ion. a
quorum being present, having conaidercd thc testimony, the record,
and the recommendations of the !xanincr. and being fully advised
in the premises,

(1) That due publlc notice having bccn given as required by
law, the Connis:*on has jurisdiction of this cause and the subject
aatte: thereof. :

(2) That the applicant, Phillips Petroleum Company, seeks
approval of the Hat Mesa Unit Agrocuontzcovcring 7874.C3 acres,

LEA COURTY, NEW MBXICO

zxangagung_gggzg;ﬂseﬁgagzaiygLﬂwzug_
Section 1l: Lots 11, 12, 13, 14, and §/2
Section 23 lots 9 through ‘16 and 8/2

Section 3:
Section 10:

Sectiong 11,

Section 14:
Section 243

sSB/4
E/2
12, and 133

R/2

an
N/2 and SE/4
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Section 6: Lot 18 ana Si/4 sn/4 :

Section 73 Lots 1, 2, 3, 4, B/2 W/2,
and B/2

Section 81 All

Section 9: W/2

Section 162 W/2

Section 17: All ' :

Section 18: Lots 1, 2, 3, 4, B/2 W/2,
and B/2 ‘

Section 19: Lots 1, 2, E/2 NW/4, and
NR/4 :

(3) That approval of the proposéd unit agreement should
promote the prevention of waste and the ptotection of correalative
riqht- within' thc unit area,

™ RE ORD
(1) That the Hat Mesa Unit Agreement is hexeby ipproved.

(2) That the plan contained in said unit agr-cncnt 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 ccnsidered as wniving or

relinquishirg, in any manner, any right, duty, ox obliqatton which
is now, or may hereafter be, vested in the Commission to supervise
lnd control operations for the exploration and development of any
lands committed to the unit and production of oil or gas therefrom|

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement
within 30 days after the effective data thereof; that /in the event
||of subsequent joinder by any party or expansion or contraction of

the unit area, the unit operator shall file with the COunilsion
within 30 days thereafter counterparts of the unit agrnemont
reflecting the subscription of those interests having joined or
ratified.

(4)  That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
State of New Mexico and the Director of the United States Geologi-
cal Survey; that this order shall terminate ipgo facto upon the
termination of said unit agresment; and that the last unit
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CASE No. 3560
Order No. R-3224

operator shall notify the Commission immediately in writing
of such termination.

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

DOME at Santa Fe, New Mexico, on the day and year hereinabove
duiqnatqi.

STATE OF NEW MEXICO
CONSRAVATYON COMMISSION

usr/
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HAT MESA UNIT
Lea County, New Mexico

INTRODUCTION

| The followmg geological report is submitted in conjunction with an applica-

tion for *approva.l of Unit Agreememt for the development and operation of the

: proposed ‘Hat Mesa Unii. The unit area covers a prominent northwest-southeast

t.rend:mg ‘closed anticlineé as mapped by seismograph at the Siluro-Devdnian
‘level. : 'I'he best possibilities for production are believed to be from Siluro-
: Devonian, Pennsylvanian and Leonard sediments. However, all formations are

to be mutn.zed .

LOCATION

The proposed unit is approximately 30 miles southwest of the town of Hobbs,

New Mexico, and the approximate geographic center of the unit is near the

southwest corner of Section 7, T-21S, R-33E. Hat Mesa is a prominent
t.opogra.phic feature located within the proposed unit, approximately one.
mile south of the drill site. The following described acreage will be in-
cluded within the geographic confines of the proposed Hat Mesa Unii: :

Township 21 South, Range 32 East

Sectlon 1l: Iots ll’ ]-2’ 13, ]JQ and S/2
/Section 2 Lots 9, 10,.11, 12, 13, 14, 15, 16 and 8/2
; ‘Section 33 Syl.
© Section 10: -E
¢ ‘Section 11:
" Seetion 12: All
Section 13: All
- Section 141 N/2 and SE/4
Section 24: N/2 1

Township 21 South, Range 33 East

. ‘Section 6: Lot 18 and SE/4 SW/4
" Section 7: lots 1, 2, 3, 4, E/2 W/2, E/2
Section 8: All
Section 91 W/2
Section 161 W/2
Section 17t All
- Section 18: ILots 1, 2, 3, 4, E/2 W/2, E/2
-~ Seotion 191 lots 1, 2, E/2 NW/4, NE/4,

and containing 7,874.03 acres, nore or less.

Tho above desoribed land consists of 4,631.69 acres of federal lands and
3,242.34 aoros of state lando.
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Hat Mesa'Unit i
Lea County, New Mexico Page 2

STRATIGRAPHY

The general subsurface stratlgraplw of the unit area can be described from
the section logged by the Phillips Petroleum Company Etz Federal #1 well in -
Sectlon 1, T-215, R-32E, just outside the riorth boundary of the' proposed
unit. From surface at 3,734.5 feet above sea level to total depth at
16,396 feet, this well encountered the following section: '

Triassic System: " From surface to 1,220', predominantly
: redbed lithology of the Dockum Group.

Permian System: 11,495 of sediments of- the' Ochoa.
‘ Guadalupe, Leonard and Wolfcamp;serms.

The Ochoa consists of 1,890! of redbeds |
and evaporit.es in the Dewey Lake, Rustler
and Sala.do formations.

The Guadalupe aggregates 5,620 of sedi-
ments including 2, 540' of interbedded
dolomites of the Tansﬂ.l, Yates ‘and
Capitan Reef forma.tlons and 3 ,080' of
sandstone, shale ‘and interbedded car- i
bonates of the Delaware Mountain Group. .

The Leonard’ (Bone Sprlng formation) in-
cludes 2,508' of predommantly thick- i
bedded lmestones with interbedded sand- :
stones and shales (several carbonates and f
sandstones within the Bone Spring are con-
sidered important objectlves in the pro-
posed well).

The Wolfc amp con:nsts of 1,477 of inter—
bedded shale and limestone with a massive
sandstone unit at the top of the series.

Pennsylvanian System: 1,815' of sediments representing the Strawn,
Bend and Morrow series.

The Strawn lithology here is interbedded
organic cherty limestone and shales,

The Bend series is predominantly. inter-
bedded limestones and shales with some
sandstones, especially near the top.
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s of approximately 900"

¢roedded sandstones, shale and lime-
vith the sandstones constituting one

of the'major objectives 'of the proposed
well. '

l,OdO'fof mass

The MOrro consist
of int

: ive shale and cherty lime-
stone of the Chester, Meramec-0Osage,
Kinderhook series and organic shales of
the’ Woodford formation.

‘ pevonian & Silurien b
L T oystems: In the Etz well, g6l! of thick-bedded
| ' Pk do’ltoi_nite and limestone assigned to these
- sysvens had been penst sated ab. total depth
B of 116,396'. Porous dolomite intervais of
. this section are ‘considered to be very
i ‘ préspjective and are the primary objective
| [ of ‘the proposed vest.
§ Strat.igraﬁhﬁ: studies of the area indicate a simi;arityéto conditions at
’ the Lea Pdol, 8 miles northeast , and it is anticipatled that similar pro-
ductive pésslibiliti“ea will be present at the proposed unit.
! Anticipat%ed ‘formation tope at the proposed well site with estimated well
\ aite surfhce elevation of 3 ,8101 above sez Jevel ‘are: ‘
; . ustler
| ' Salado
3 | Tansill
| . Yates
\ . Capitan z
f . Delaware Mountain Group
It N P : .
: ‘ ;Chser:;y panyqn o
. Brushy Canyon
\ gBo“peﬁ{Sgring
Wolfcamp
, iStrawn
‘ %Atgok;a, L
\ ‘Morrow
‘parnett




Hat Mesa Unit

Lea County, New Mexico’ R A Page I

- STRUCTURE

The proposed unit oGutline has been desigfied to cover a prominent northwest-
southeast trending, deep seated anticlinal structure as shown on the
accompanying geologic structure map. This map shows structure at the
Devonian level as defined by reflection seiswograph methods. Shallower
mapping by seismograph and subsurface methods indicates the structure per-

sists upwa.rds.
At the Devom.an 1evel structural and fault closure is in excess of 500 feet

is good and the deep—seated gtmcture should be adequa.tely eovered ’by ‘the
unit outline, The proposed outline has been drawn slightly outside the
lowest closing Devonian contour and the down-to-the-west fault irace which

‘strikes northwest-southeast.

PRODUCTIVE POSSIBILITIES

Although ‘a number of poss:Lbllltles for commercial oil and gas accumulation
are present within the’ proposed unit area, those considered to have the -
best possibilities are as follows.

(1) Siluro-Devonian carbonat.es which are product.lve nearby at
the Lea and Bell Lake Fields. Estimated depth 15, 110'

(2) Pennsylvanian Morrow sa.ndstones which are productive nearby
at several fields :m addition to those mentioned above.

Estimated depth 13 326—11;. 170°'.

(3) Bone Spring carbonates and sandstones which are produetive
at the Lea and other fields, and which have had’ excellent
shows in a number of nearby wells. Estimated depth 9, 575~

11,075°.

PﬁOPOSED CEVELOPMENT

If the Hat Mesa Unit is approved Philllp‘: Petroleum Company, as unit
operator, will drill a wildcat well to thoroughly test for oil and gas all
formations -down to and includmg the Siluro-Devonian to a depth not to ex-
ceed 15,500 feet. The presently recommended location for the test well is
1,980 feet from the north line and 1,980 feet from the east line of Section

11, T-218, R-32E.




N Hat Mesa Unit A :
Lea Cmmty,?'_liew‘l{exico , Page 5

4 - It is believed that the State and Federal unitized unit plan of development
: would be in the best interest of conservation, ofderly development, pro-

: duction and aecondary recovery of the oil. and gas that may be presemnt in

e : o . the area.

Respectfully submitted
PHILLIPS PETROLEUM COMPANY

e T T T

Enclosure: Geophysical Structure Map
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Docket No. 12-67

- DOCKET: EXAMINER HEARING - WEDNFSDAY - APRIL 26, 1967

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

The following cases will be heard before Elvis A. Utz, Examiner,
or Daniel S. Nutter, Alternate -Examiner:

Q§§§_3554: Appllcatlon of Coastal States Gas Producing Company for a unit

agreenent, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks approval of the Flying "M" San Andres Unit
Area comprising 4080 acres, more or less, of State, Federal
and Pee lands in Townshlp 9 South. - Range 33 East, Lea County,
‘New Mexico.

"‘c353;3$55= ,aPpllcatlon of Coastal States Gas Producing Company . for a

pressure malntenance expansion, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks authorxty to
expand the pressure maintenance progect in its F1y1ng “M" San
Andres Unit by the lnjectzon cf water into the San Andres for-
mation through 8 injection wells located in Sections 15, 16,
17, 20, 22, 28, 29 and 33, Township 9 South, Range 33-East,
Lea County, New Mexico. Appllcant further seeks.the promul-
gation of special rules for said project, including provision
for future expansion.

TCASE,3556= _Appllcation of Southland Royalty Company for an unorthodox gas

‘well locatlon, Lea County, New Mexico. Appllcant, in the above-
styled cause, seeks authority to drill a proposed Devonian gas
test well at an unorthodox gas well location 660 feet from the
:North and West lines of Section 12, Township 25 South, Range
35 East, Lea County, New Mexico. The well would be dedicated
to.the N/2 of said Section 12. '

CASE 35572 Kppifcation of Gulf 0il Corporation for compulsory pooling,

- Lea County, Rew Mexico. Applicant, in the above-styled cause,
seeks an order force-pooling all mineral interests in the Inbe-
Pennsylvanian Pool underlying the E/2 SW/4 of Section 13, Town-
ship 11 South, Range 33 East, Lea County, New Mexico.

CASE 3558: Application of BTA 0Qil Producers for an unorthodox oil well

location, Lea County, New Mexicc. Applicant, in the. above-
styled cause, seeks authority to drill its Lowe 671 Ltd. Well
No. 1 as an exception to the well location requirements of
Order No. R—-2929 for the Nonombre-Upper Pennsylvanian Pool and
the Nonombre~Lower Pennsylvanian Pool, Lea County, New Mexico.
The proposed well would be located 560 feet from the North and
West lines of Section 5, Township 14 South, Range 34 East.



-
‘Docket No.
April 26:

CASE 3559:

CASE 3561:

-CASE 3562:

'CASE 3563:

CASE 3564:

12-67
1967 Examiner Hearing

Application of BTA 0il Producers . for special pooi rules, Lea
County, New Mexico. Applicant, in the above-styled cause,
seeks.the promulgation of special pool rules for the South

- Plying "M"-Pennsylvanian Pool, Lea County, New Mexico, includ-

ing a provision for 80-acre proration units.

_Appllcatzon of Phllllps Petroléeum Company for a upnit agree-ent,
-Lea:County, New Mexico. Appllcant in the above-styled cause,

seeks approval of the Hat Mesa Unit Area’ comprising 7874 acres,
more or less, of Federal and State lands in Township 21 SOuth

: Ranges 32 and 33 East, I.ea County, New Mexico.

Application of Continental Oil Company for a dualcézpletio‘n,
Lea County, New Mexico, Applicant, in the above-styled cause,
seeks approval for the dual completion (conventional) of its
Meyer B-4 Well No. 19 located in . Unit O of Section 4, Tovwnshlp

.21 South, Range 36 East, to produce oil from an undesignated

Paddock pool and from the Oil Center-Blinebry Pool through
parallel strings of tubing.

Application of Continental 0Oil Company for a dual completion,
San Juan County, New Mexico. Applicant, in the above-styled

cause, seeks approval for the dual completion (conventional)
of its Table :Mesa ‘Well No. 29 in Unit H of Section 9, Townshlp
27 North, Range 17 West, San Juan. County, ‘New Mexico, to pro-
duce gas from the Table Mesa-Pennsylvanian *“C" Gas Pool and
from an undesignated Mississippian gas pool through the casing—
tubing annulus and 2-inch tubing, respectively.

iﬂAppllcatlon of Skelly 0il Company for an amendment to the

Southeast New Mexico Gas Proration Rules and Regulations.
Applicant, in the above-styled cause, seeks  an amendment to
Order No. R-1670, as amended, Rules and Regulations for Pro-
rated Gas Pools, Lea, Eddy, Chaves and Roosevelt Counties, New
Mexico, to provide an administrative procedure whereby wells
ordered shut-in for extended periods to make up accumulated
overproduction could be permitted to produce up to 500 MCF
each month during such shut-in.

Application of Maxwell 0il Company for a unit agreement, Eddy
County, New Mexico. Applicant, in the above-styled cause, 3
seeks approval of its Tayloxr Unit Area comprising 640 acres,
more or less, of federal lands in Sections 12 and 13, Township
18 South, Ranyge 31 East, Eddy County, New Mexico.
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iApril 26, 1967 Examiner Hearing

'CASE 356532

CASE 3566:

it/

12-67

3

Application of Jomar Industries, hhco for a non-standard oil
prorxation unit, several nonpstandald locations, temporary
exception to Rule 307, and capaCLty allowables, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks
authority to drill 64 oil wells at!. non-gstandard locations on
.a non-standard oil proration unit Fomprising the s/2 XW/4
SE/4 and the N/2 SW/4 SE/4 of Section 30, Township 18 South,

- Range 38 East, Lea County,- New Hexxco, for production from

the Ogallala formation. Said wells would be drilled to a
denSLty of four wells to each 2.5 acres and would be no nearer
than 82.5 .feet .to the outer bounda:g}of the unit and no nearer
than 165 feet to another well producxhg from the same formation.
Appllcant also seeks a temporary exceptlon to Rule 307 for each
well to permit utilization of a vacuum-type drilling unit dur-
ing the drilling and completion operation. Applicaant further
seeks authority to produce tha wells at capacity even though
the aggregate production from said wells exceeds the 40-acre
normal unit allowable.

Application of William A. and Edward R. Hudson for a water-
flood expansion, Eddy County, New Mexico. Applicants, in the
above-styled cause, seck author1ty§to bxpand theix Puckett
Waterflood Project, Maljamar ‘Pool, by the injection of water
into the Grayburg-San Andres format1ons through 10 wells in
Sections 24 and 25, Township 17 South, Rarge 31 East, Eddy
County, New Mexico. Appllcant further seeks an administrative
procedure for future expansion of Sald project.

!

1
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¥
GOVERNOR
DAVID F. CARGO
CHAIRMAN

State of Netw Mexico ’
®il Qonservation Tommission

L idof o EOLOGIST
H UV TON' B, AAYS i'.‘L*.‘pS&_mé;;”
MEMBER SECRE T ARY - DI :
P. 0. BOX 2088 :
SANTA FE 1
May 3, 1967 ;
ur. J" son Kellah ' n Re: 'Case No. 3560 e » i . l & :1
Kellahin & Pox . ” Ozder No. p.3224 1-
Attorneys at Law , Applicant: -
Post Office Box 1769 | ' :
Santa Fe, New Mexico Phillips Petroleum Company i ]
. Dear. Sir:
Enclosed herewith are two copies of “the' above-_-referencéd Com-
mission order recently entered in the subject case.
Very truly .yours,
A. L. PORTER, Jr. o
Secretary-Director |
I i
ALP/ir - ' - | ;
Carbon copy of &rder also sent to:
Hobbs OCC X E
P Artesia OCC
NI Aztec OCC
SRR  Other Mx. Ray Graham, State Land Office, Santa Fe, New Mexico

: i
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HAT MESA UNIT
Lea County, New Mexicc

INTRODUGTION

The following geological report is submitted in conjunction with an apphca.—

tion for approval of Unit Agreement for the development and operatlon of the =
proposed ‘Hat Mesa Unit. The unit area covers a preminent northwest-southeast
trending closed a.rrhlcllne as mapped by selsmograph at the S:Lluro-Devon:Lan

level. The best pOSSlbllltleS for production are believed to be from Siluro-
Devonian, Pennsylvanian and Leonard sediments. However, all formations are

to be unitized.

LOCATION

The proposed unit is approx1mately 30 mlles southwest of the town of Hobbs,
New Mexico, and the approximate geographic center of the unit is near the
southwest corner of Section 7, T-215, R-33E. Hat Mesa is a prominent
topographic feature ‘located within the proposed unit, approximately one
mile south of the drlll site. The following described acreage will be in-
cluded within the geographlc confines of the proposed Hat Mesa Unit:

Township 21 South, Range 32 East

Section l- Lots 11, 12, 13, 14 and S/2
- Section 2: Lots 9, 10, 11, 12,°13, 14, 15, 16 and s/2

Section 3 SE/4

Section 10- E/2

Section 11: A1l

Section 12: All

Section 13: All

Section 14: N/2 and SE/L

Section 24: N/2

Township 21 South, Range 33 East

Section 6: ' Lot 18 and SE/4 SW/4

Section 7: Lots 1, 2, 3, 4, E/2 W/2, E/2
Section 8:  All

Section 9: W/2

Section 16: W/2

Section 17: 411

Section 18: Iots 1, 2, 3, 4, E/2 W/2 ‘E/2
Section 19: Ilots 1, 2, E/2 Nv/hL, NE/a,

and containing 7,874.03 acres, more or less.

The above described Iand consists of 4,631.69 acres of federal lands and
3,242.34 acres of state lands.
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Hat Mesa Unit , i
Lea County, New Mexico 3 Page 2

STRATIGRAPHY

The general subsurface stratlgrapby of the um% area can be described. from
the section logged by the Phillips Petroleum Company Etz Federal #1 well in
Section 1, T-21S, R-32E, just outside the nor't.h boundary Of the proposed
unit. From surface at 3,734.5 feet above sea level to total depth at
16,396 feet, this well encouitered the follom.ﬁg ‘section: :

Triassic System: From surface to 1 22)‘, prediominant 1y
redbed lithology! 5of the Doclcum Group.

Permian System: 11,495 of sed:unents of the Ochoa,
Guadalupe, Leonard a.nd Wolfcamp series.

The Ochoa cons1sts of 1 890' of redbeds
and evaporltes m‘ the Dewey Lake, Rustler
and Salado fonnatlons. ‘

The Guadalupe aggregates 5,620' of sedi-
ments including 2}540' of interbedded - -
sandstonies and dolomltes and ' massive
dolomtes of the Tans1ll Yates and
Capitan Reef formatlons and 3,080"' of
sandstone, shale and interbedded car-
bonates of the Delaware Mountain Group.

‘The Leonard (Bone Sprlng fonnatlon) in-
cludes 2, es 2,508' of predom:mantly thick—
bedded llmest.ones with’ interbedded sand-
stones and shdles (several carbonat.es ‘and
sandstones within’ the Bone Spring are con—
sidered important obgectlves in the pro-
posed we]l)

The Wolfcam amp cons:Lsts of’ l,h77‘ of mter~
bedded shale and lﬁestone with a massne
sandstone unit at t}xe top of the series.

Pennsylvanian System: 1,815' of sedime u.s réprésenting the Strawn,
Bend and Morrow serles.

The Strawn llthology here is interbedded
organic cherty llmestone and shales.

The Bend series is gredommantly inter-
bedded limestones and shales with some
sandstones, espec,lally near the top.

b b A LA




Hat Mesa Unit
Lea County, New Mexico

MisSissippian System:

Devonian & Silurian
stt,ems :

Stratigraphic studies of the area indicate a s:\milarlty to conditions at
the Lea Pool, 8 miles northeast , and it is anticipated that similar pro-
ductive p0351b111ties will Le present at the proposed unit.

Anticipated formation tops at the proposed well site with estimated well
site surface elevation of 3,810' above sea level are: '

Page 3

The Morrow consists of approximately 900!
of interbedded sandsuones, shale and lime-
stone with the sandstones constituting one
of the major objectives of the proposed
well.

1,000! of massive shale and cherty lime- !
stone of the. Chester, Meramec-Osage, and ‘
Kinderhook series and organic shales of
the Woodford formation.

B PP

In the Etz well, 861! of thick-bedded
dolomlte and limestone assigned to these
syst.ems had been- penetrated at total depth
of 16,394!, Porous dolomite intervals of
this section are considered to be very
prospective and are the primary objective
of the proposed test.

R g e

" Rastler 1,510 (+ 2,300!

Salado 1,6401 (+ 2,170 ;
Tansill 3,170 (+ 6407 '
Yates 3,300' (+ 510').

Capitan 3,600 (+ 210!

Delaware Mountain Group 5,600 (-~ 1,790

Cherry Canyon 5,780 (- 1,970')

Brushy Canyon
Bone Spring
Wolfcamp
Strawn

Atoka

Morrow
Barnett

Mississippian Ls.

Woodford
Devonian

)
)
)
)
)
3
7,060" (- 35250")
8 5%‘ ("‘ 1#;?&)!)
11,075 (- 7,265')
- 12,555' (” 8,7&5')
12,775' (" 8,9651)
13,3261 (- 9,5161)
)

)

)
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STRUCTURE -

The proposed unlt outline has been designed to cover a pmm.ment. northwest-
southeast trending, deep seated anticlinal structure as shown on the '
accompanying geologic structure map. This map shows stru¢ture at the
Devonian level as defined by reflection seismograph methods. Shallower
mapping by seismograph and subsurface methods indicaies the structure per-
sists upwards. ; ;

"Af the Devonian level structural and fault closure is in excess of 500 feet
and structural advantage to the Phillips Petroleum Company Etz Federal #1
dry hole is over 450 feet. Seismic data mdlcates a synclmal depression
sepa.rates thls well from the Hat Mesa structure. The se:.snnc record quality
is ‘good and ‘the deep-seat.ed ‘structure should be a.dequately covéred by the
unit outline. The proposed outline has been drawn sllghtly out51de the
lowest clos:mg Devonian contour and the down=to-the-west ‘fault ‘trace which
strikes northwest-southeast.

PRODUCTIVE POSSIBILITIES

Although a mumber of possibilities For commércial oil'and gas accumlation
are present within the proposed unit area, those considered to have the
best possibilities are as follows:

(1) Siluro-Devonian carbonates which are produc,tiv_é nearby at
the Lea and Bell Lake Fields. Estimated depth’ 15,110°'.

(2) Pennsylvanlan Morrow sandstones which are productive nearby
at several fields in addition'to those mentioned above.
Bstimated depth 13,326-14,170°'.

(3) Bone Spring carbonates and sandstones which are productive
at the Lea and other fields, and which have had excellent
‘shows in a number of nearby wells. Estimated depth 9,575-
11,0757, » :

PROPOSED DEVELOPMENT

If the Hat Mesa Unit is approved, Phillips Petroleun Company, as unit
operator, will drill a wildecat well to thoroughly test for oil and gas all
formations down to and including the Siluro-Devonian to a depth not to ex-
ceed 15,500 feet. The presently recommended location for the test well is
1,980 feet from the north line and 1,980 feet from the east line of Section
11, T-218, R-32E.




o
Hat Mesa Unit '; =
Lea County, New Mexico | . : ‘Page 5
It is believed that the Stat.e and Federal unitized unit plan of development. -
would be in the best mterest. of conservation, orderly development, pro-
duction and secondary recovery of the oil and gas that may be present m
the area. ;
Respectfully submitted
PHILLIPS PETROLEUM COMPANY @
Enclosure: Geophysical Stfmctliré’Map R
%
. ;
! "
S
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, UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
HAT MESA UNIT AREA
COUNTY OF LEA
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 22nd day of March __, 1967

- by and be/tween 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 and gas interests in the unit area subject to this agreement; and

o

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

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

. : LA R
their representatives to unite with each other, or jointly or scparalely with

' ofhérs s in collectively adopting and operating a cboperative or unit plan of

develophierrb or operation of any oil qr gas pool, field, or like area, or any

part thereof for the purpose of more propérly conserving the natural resources

~ thereof :-when;eve-r detemfined and certified by the Secretary of the Interior to

be nedeSSax'y or advisable in the public interest; and

" WVHEREAS, the éomnis”si’onér of Public Lands of ihe-siat;e of New Mexico
is authorized by an Act %of the Legislature (Se.c. 7—]_1_—39 N.M. Statutes 1953
Annotated) t<; consent td or approve this agreement on behalf of the State of
New Mexico, in so far as it covers and includes lands and mineral interesis
of the State of New Mexico; and

WHEREAS , the 0il Conservation Commission of the State of New Mexico

- is authorized by an Act of the Legjslature (Art. III, Ch. 65, Vol. 9, part 2,

Statutes 1953 Annotated) to approve this agreement and the conservation

provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Hat
Mesa Unit Area covering the land hereinafter described to give reasonably

effective control of operations therein; and

AR IS A i e by
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WHEREAS, it is the purpose of the parties ‘here'co to conserve natural
resources, prevent waste, and secure other benefits obtainable through develop-
ment e.nd operation of the area subject to this agreement under the terms,
conditions and limitations herein set fortb; ‘

NOW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties heréto commit to this agreement their respective
interests in the below-defined wnit area, and agree severally among themselves
as follows:

1. BENABLING ACT AND REGULATIONS. The Minéral Leasing Act of
February 25, 1920, as amended, supra, and all valid. pertment regulations,
including operating and unit plan regulatJ.ons, heretofore 1ssued thereunder
” o;' valid, pertinent , and reasonable regtlations hereafter issued theieunder
are accepted and made a part of thls agreement aS'to%Fe‘defgl‘ lands, prdvi&ed }

such regulations are not inconsistenit with the terms of this agreement; and

as to State of New Mexico lands, the oil and gas o’pe‘z_i-ating regulations in
effect as of the effective date hereof governing drilling and producing
operations, not inconsistent with the terms hereof or the laws of the State
of New Mexico are hereby -‘accepted and made a part bf'éthis agreement .

2. UNIT AREA. The follow:mg described land is hereby des:.gnated

NV

and recognized as constltutlng the unlt. area:

Tovmshlp 21 South Range ;L East N.M.P.M, -
Section 1: Lots1l, 12,13, 14 and §/2 :
Section 2: Lots 9, 10,11, 12, 13, 14, '
e, 15, 16 and s/2 :

Section 3: SE/i

Secti 0: E/2

Section 11: A1

Section 12: A1l

Section 13: All

Section 14: N/2 and SE/}

Secti‘on 24: N/2

Towrship 21 South Range 33 East, ' N.M.P.K,
Section 6: Lot 18, and SE/4, SW/L
Section 7: Lots 1 2,3, 4, E/2 W/2, E/2
Section 8: A1

Section 9: W/2

Section 16: W/2

Section 17: AlL

Section 18: Lots1, 2, 3, 4, E/2 W/2, E/2
Section 19: lLots 1 2, E/2 Nw/l+, NE/A

Containing 7874.03 acres, rore or 1ess
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Exhibit "A" attached hereto is a map showing the unit area a.nd the

" boundaries and ldentity of tracts and leases in said area to the extent

known to the Unit Operator. Exhibit "B" attached hereto is a schedule show-
ing to the extent known to the Unit Operator the acreage, percentage, and kind
| of ownership of oil and gas interests in all land in the unit area. ‘ However,
nothing herein ér in said schedule or map shall be construed as a' represen-
tation by any party hereto as to the ownership of any interest ‘other than

such interest or interests as are shown in sa1d map or schedule as o;med by
such party Exhibits "A" and "B" shall be revised by the Unit Operator when-
ever changes in the unit area render such revision necessary, or when requested
by the 0il and Gas Super\rlsor, heremafter referred to as "Superusor,"f or when
requested by the Commissioner of Public Lands of the State of New l\’exloo s here-

%

mafter referred to as "Comzuss:n.oner," and not less than six (6) comesi of the
revised exhibits shall be filed with the Supervisor, and two (2) coples thereof
shall be filed with the Commissioner and one (1) copy with the New Hex::_co 0il
Conservation Commission, heremafter referred to as "State Commissmn."

The above described unit area shall when practlcable be exparded to
include therein any additional tract or tracts regarded as reasonably necessa.ry
or advisable for the purposes of thls agreement or shall be contracted to
exclude lands not within any participating area whenever such expansﬁ:ngor
contraction is necessary or advisable to conform with the purposes of thls
agreement. Such expansion or contraction shall be effected in the Efollo--ung
ma.l_'lner: : ;
(a) Un’it';Cperato"r, on its own motion or on demand of the% Dﬁir‘efetor
of the Geological Survey, hereinafter referred to as "Director,” or on demand
“~of the Commissioner, but only after preliminary concurrence by tije Dlrector
and the Copmmissioner shall prepare a notice of proposed expansion oj&' dor;trac—
" tion describing the contemplated changes in the boundaries of the umt area,
the reasons therefor, and the proposed effective date thereof, preferably the
first day of a month subsequent to the date of notice. |

(b) Said notice shall be delivered to the Supervisor, the Conmussmner

and the State (.onmussmn and copies thereof mailed to the last known address of
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each working interest owner, lessee, and lessor whose interests a.re affected, 1

advising that thirty (30) days will be allowed for submission to the Unit

Y

Operator of any objections,
, (¢) Upon expiration of the 30 -day perlod provided in the precedmg
1 L }
i ‘item (b) hereof, Unit Operator shall flle with the Supervisor, the Commissioner

-

and the State Commission evidence of mailing of the notice of expansmn or

contractlon ad a copy of any ob;]ectlons thereto which have been flled with
‘the Unit Operatoxr-, together w1t.h an apphcatlon in sufficient numbger , for
approval of such expansion or contractlon and mth appropriate joﬁlders.

(d) After due conmdexfatlon of all pertinent 1nfomatlon, the

Sl i i Aa e o

‘expansion or cont.raction shall, upon approval by the Director, th‘e? Commissioner

‘and the State Commissior, become ?iefi‘ective as of the date prescrib?ed in the

3
;

notice thereof. |

(e) 411 legal subdlnsmns of unrtlzed lands (3. e., AO a(..res by
Government survey- or its nearest lot or tract. equivalent in :Lnstances of
irregular surveys; howeVer, unusually large lots or tracts shall bg: conmde;ed
in multiples of 4O acres, or the nearest Aliqﬁdt équivalent the'rebi' for the
purpose of elimination under thls subsectlon) no parts of which are entltled
to be in a partlclpatmg area w1th1n five (5) years after the flrst day

of the monthk following the ei‘fectlve date of the first initial partlclpatlng

area established wnder this unit'iagreement s shall be eliminated aﬁiomatically
from this agreement, effective asf‘; of the first day thereafter, é.ndf:’ such lands
shall no longer be a part of the unrt. area and shall no 1onger be subgect to {

thls agreement, unless at the explratlon of sald 5-year period dlllgent drill-

‘ | ing operations are in progress on unitized lands not entitled to pgrt1c1pat10n,
in which event al1 such lands shall remain subject hereto for so l<j)ng as

éuch drilling operations are cqntinued diligently, with not more than g0

days' time eiapsing between the’cémpletion of one such well and thé commence—

ment of the next such well, excépt that the time allowed between sﬁch wells

shall not expire earlier than 30 days after the expiration of any f)eriod of

time during which drilling operations are prevented by a matter be)irond the

reasonable control of unit operator as set forth in the section erii%itled

._h._




"Unav01dab1e Delay;" provided that all legal subd1v1s1oﬁs of 1ands not in'‘a %
partlclpatlng area and not entitled to become: partlclpatnng under the appll—?
cable provisions of th:s agreement within ten (10) years after said flrst ‘
day of ‘the month follow1ng the effective date of ea1d ffrst 1n1tial particgpgt—
ing area shall be eliminated as above specified. Deternunatlon of credltable
'Unav01dable Delay tlme shall be made by unit operatir and subaect to approval ;
of the D1rector and the Comm1331oner. The unit opera%or{shail wathln 90 days .
after the effective date of any elrmlnatlon hereunder, doscrlbe the area so i
ellmlnated to the satlsfactlon of ‘the Director'and the Commlssloner and .
promptly notify all partles in interest. : % ; , : 'é

Ir condltlons warrant extension of the lO—year perlod specified in thls
subsectlon 2 (e) a 31ng1e exten31on of ‘not to exceed 2 years may be accompllshedé
by consent of the owners of 90% of the current unltlzed worklng interests and 60%}
of the current unitized' bas C royalty interests (exclu51ve 6f the basic royalty
interests of the Un:ted States and’ the State of New Mexlco) on a total~nonpart1c1pat1ng
acreage bas1s, respectlvely, with approval of the Dlrector and the Comm1531;ner
provided such extension appllcatlon is - submltted to the Commlss1oner and the
D1rector not. later than 60 days prlor to the explratlon of sald 10~year perlod;

Any expan31on of ‘the unlt area pursuant to tﬁis§sect1nn which °"b*a333‘*
lands theretofore eliminated ‘pursuant to this subsectlon 2 (e) shall not be' z

cons1dered automatic conautment or recOmmltment of such lands.i
{3. UNITIZED LAND AND UNITIZED SUBSTANCES All land commltted t°§

X ﬁ

this agreement shall const1tu+e 1and referred to hereln as unltlzed land”
or "land subject to this agreement." All oil and gas in any ‘and all formatién&

b

of the unitized land are unitized under the terms of this hgreement and herein '

are called runitized substances.! ;
L. UNIT OPEHATbR. Phillips Petroleum:Compané, éith cfficesﬂin
Midland? Texas, is hereby designated as Unit Operator aﬁd éyfsignature hereté
as Unit%Operator commits to this agreement all iﬂteresté iﬁ‘uhiﬁized substanees“
vested in it and agrees and consents to accept the dutie% éﬁdfobligations of% |

Unit Operator for the discovery, developmeht and production of unitized sub-

" sbuiices &S herein provided. Whenever reference is made herein to the Unit

Operator, such reference means the Unit Operator acting in that capacity and °

_.5__
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| interest owners and the Direfctor, the Commissioner and State Commission and

Federal lands and by the Stite Commission as to State lands unless a new

not. as an owner of interest in unitized substances, and the term “working
int erest owner" when used hefein shall include or refer to Unit Operator as
the owner of a working iriterést when such an interest is owned by it.
" 5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall
have the Ax_‘-’ight to resign at amr time prior to the establishment of a pa.rtidipat;
ing area or areas hereunder,? but such resignation shall not become effective
8o as to release Unit Operat:or from the dutieés and obligations of Unit Operator
and - terminate Unit Opératoi"%é. rights as such fo;t' a period of 6 months after

notice of intention to resign has beén served by Unit Operator on all working

until all wells then drilled hereunder are placed in a satisfactory condition

foxr suspension or abandonmeﬁt whichever is re{-;uired by the Supervisor as %o S

Unit Operator shall have bedn selected ‘and approved and shall have taken
oves and assumed the dutie‘s?and obligations of Unit Operator prior to the
expiration of said period. A

Unit Operator shall have the right te resign in like manner and

subject to like 1~imitations; as above provided, at any time a participating
area established hereunder ;i.s in existence, but, in all instances of resignatidn
or removal, until a success?)z; unit operator isj selected and approved as here-
inafter provided, the working interest owners shall be jointly responsible for.
performance of ‘the duties of unit operator, and shall not later than 30 days
before such resignation or jiremoval becomes effective appoint a common agent
to represerxt'%{haﬁ many é(:%ﬁion to be taken he‘reundér.

The resignation of Unit Orperator shall not release Unit Operator from
any liability for any defatélt by it hereunder occurring prior to the effective

date of its resignation.

The Unit Operatoxf- may, upon default or failure in the performance
of its duties or obligatioﬁs hereunder, be subject to removal by the same
percentage vote of the ownférs of working interests determined in like manner
as herein provided for the selection of a new Unit Operator. Such removal

shall be effective upon nof.ice thereof to the Director and the Commissioner.

-6




The resignation or removal of Unlti)Opera‘tor under‘i this agreement

shall not terminate jts right, title, or 1nterest. as the’ ov&ner of a working

jnterest or other interest in unitized subst.ances, ‘but upon t.he ‘resignation
v . or removal of Unit Op‘erat.or'beco‘inlng effectlve,x such Unit Operator shall deliver
pessession of all equipmrent, materials, an fappurtenances used in conductmg |
T the unit operations and owned by the worklng 1nterest owners ito the new duly
?‘ quallfled successor Um.t Operat.or or to the owners thereoff 1f no such new
Unlt Operat.or is elected to beé used for the purpose of" cognduct,mg unit

o operatmns hereunder. Nothing herein shall be construed as authorlzlng removal

of any material, equlpxrent and appurtena.nces needed for n&e breservatlon of

I any wells. . i i

Rt 6. SUCCESSOR UNIT OPERATOR. Whenever ‘the Umt%Opiera or shall tender

his or its resignation as Unit Operator or shall be removed 'as heremabove :
provided, or a change of Unit Operator i's negOtlated by workmg mterest

owners, the owners of the working interests in the part1c1pat1ng ‘area OT

areas according to their respective acreage :Lnterests 1n such partlclpat:mg

'area or areas, OF, until a partlclpatlng area shall have : ‘been est.abllshed
o ' the owners of the working interests accordlno to their respectlve acreage
\ e inte'rests in all unitized 1and, shall ty ma;lorlt,y vote’ select a successor . -

.Uﬁit Operator:' Prov1ded, that, if & ma_]orlty but less than 75 per cent of

w1 the working :'m'c.erests quallfled “to vote are owned by one party to this agree—— :

ment, & concurring vo’ce of one or more addltlonal workmg mterest owners

s O shall be rec’;uired to select a new operator. Such selectlon shall not become

H : v . - B { : i
§ - N ¢ - B - : 1
: 5 H

effective until:

- . ~ (a) a Unit Operator SO selected shall accept im‘ Wf'itiné the dﬁties?
and responsmilltees of Unit Operator, an’d |
(o) the selection shall have been f1led mth; ﬁée éupeﬁisor ang’
approved by the Commissioner. If 1O s'ucéesSoriUnlt Operatior‘-:’ js selected ;
quallfled as herein provided, the Dlrector and Commssmner at

their election may declare this unit a.greement temnated

7. ACCOUNTING PROVISIONS AND UNIT OPERATING ' AGREEMENT. If the

Unit Operatc“r,f 55 not the sole owner of working :mt.erests," costs and expenses’

_7__




incurred by Unit Opcrator in conducting unit opez\*at:ions hereunder shall be
paid and rapp()rt.ioned among and borne by the owners of ;mrkin‘g‘interests, all
'in accordance with the agreement or agreements entered into by and between the
UﬂitTOperatoi' and ﬁhe owners of working interests, whether one or more, sepa-
rately or coiléctivéi&‘ A?iy agreement or agreements entered into between
.the working int‘erest owners and the Unit Operator as provided in this section,
‘whéther one or more, are herein reférred to as the *unit operating agreement.”

Such unit.'épératih‘g agreement shall also provide the mammer in which the work-

L

ing interest owners shall be entitled to receive their respective proportionate

and allocated share of the benefits accruing hereto in conformity with their
underlyir{g operating agreements, leases, or other independént contracts, and

such other x‘i‘ghts‘and obligations es between Unit Operator and the working interest
oi.mers\ as ma} be agreed upbn by Unit Operator and the working inerest owners;;

however, no such unit operating agreement shall be deenmed either to modify any

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

RS AT A Ay bt o e s e

of any right or obligatién established under this unit agreement, and in case of

any incorisist.ency‘ or conflict between the unit agl‘éem’ent and the unit operating

et e

_agreerent, t.‘r;'is unit agreement shall prevail. Three (3) true copies of any
unit operétiﬁg agreement executed pursuant to this sectiOn‘ should be filed
with the Supéfvisor and one (1) true copy with the Commissioner, prior to
approval of thls unit »ag'reement‘. . |
. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
(specif‘ical‘]‘.yzpro{ri&ed’he‘i-e‘:i:h, the exclusive right , pr.;'Lvil'ege, and dut_y%f ‘
exercising any and all rights of the parties hereto which are necessary or
convenient for prospecting for, producing, storing, allocating, and distribut
ing the unitized substances are hereby delegated to and shall be exercised
by the Unit 6perator as herein provided. Acceptable evidence of title to
said rights éhall be deposited with said Unit Operator and, together with
this agreement, shall constitute and uefine 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 Operaior, ;n its capacity : i

as Unit Operator, shall exercise the rights of possesslon and 'use vested -

in the parties hereto only for the purposes herein speclfied Z; ’
9. DRILLING TO DISCOVERY. Within 6 months aftier‘ t}ge‘e‘iifective

date hereof, the Unit Operator shall begin to drill an adequate test. well at | z

a location approved by the Supervisor if on Federal 1and or by the Commissmner g

&

if on State Land, or by the St ate Commission if on priva.tely ovmed land, 11‘

any, unless on such effective date a well is being drllle\.i conformably mth

v

the terms hereof, and thereafter continue such drilling? ‘d:lllgiently until the o
Devonian Formation has bc en tes’t.ed or until at a lesser%depth ixnitlzed sub- " ;
stances shall be dlscovered whlch can be produced in paymg quantltles (to w1t-§
quantities sufflclent to repay the costs of drilling, andzprgoducmg operatlons,,
with a reasonable proflt) or the Um.t Operator shall a.. any ttlme establish to |
the satisfaction of the Super\rlsor if on Federal land, :of t.heit‘.:ommlssmner 1f

on State land, or of the State Commission if on prlva.tely oEined land, that '

further dril lmg of said well would be unwarranted or mpractlcable s prov1ded i

however, that Unit Operator shall not in any event be requlred to drill sa.ld

well to a depth in excess of 15,500 feet. Until the dlscovery of a depos:Lt
I

.
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of unitized substances capable of being produced in paymg quantlt.les, the f‘
Unit Operator shall continue drilling d111gently one well atf a 'time s allom.ng‘
not more than 6 months between the completion of one well and the begmnlng '
of the next well, unt.:l a well capable of proch wing Lnltlzed substances 1n

paying quantities is completed to the satisraction of sald Superv1soz 1f

1t be on’reaeral land or -offthe Comm:Lssmner if on State 1and or the Statei
z. i f i 5

Commission if on privately owned land or until it 13 reasonably proved that :
the unitized land is 1ncapable of producing unltlzed substances in pay:mg ;
quantities in the formations ‘drilled hereunder. Nothmg un this seculon

i 5; 1’

shall be deemed to limit the right of the Unit Operator to res,lgn as provmeu

in Section 5 hereof, or as requiring Unit Operator to commence or contmue
any drilling during the period pending such re31gnat10n bejcommg effectlve
in order to comply with the requirements of this se:jcti;onf. The Director and;

Commissioner may modify the drilling requirements off fih:fssgsefction by grantnhg

———————




reasonable extensions of time when, in their opinion, such action is warranted.

Upon failure to comply with the drilling provisions of this section,
the Director and Commissioner may, after reaeonable notice to the Unit Operator,
and each working interest owner, lessee, and lessor at thei: last known addresses,
declare this unit Agreement t‘erminated.

10. PIAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 wonths after
completion of a well capable of producing unitized substances in paying quantities,
the Unit Operator éshall submit for the approval of the Supervisor and the Commis-
sioner an acceptaﬁle plan of dev“eloiimeht and operation for the unif,iz—ed land which,
when approved by the Superv:.sor and the Commissioner, shall constitute the further
drilling and operatlng obligations of the Unit Operator under thls agreement for
the period speclfzed therein. Thereafter, from time to time before the expiration
of any existing plan , the Umt Operator shall submit for the spproval of the
Supervisor and the Commssmner a plan ‘for an addltlon "‘*‘-p 131 fisd I‘lOd for
the development a.nd operatlon of the unitized land. Any plan suoaitted pursuant

to this section shall provide for the exploration of the unitized area and for-

“the diligent drili{hg necessary for determination of the area or areas thereof

capaﬁle of producing unitized substances in paying quantities in each and every
productive formation. and shall be ae complete and adequate as the Supervisor and
the Commissioner may determine to be necessary for timely development and proper
conservation of the} 0il and gas resources of the unitized area and shall:

(a) sﬁecify the number and locations of any wells to be drilled
and the propoé'ed order and time for such drilling; and

(b) to the ext,ent practicable speclfy the Operatlng practlces
regarded as necessary and advzlsable for proper conservatlon of natural re-
sources.

Separate plans may be submitted for separate productive zones, sub-
Ject to the approval of the Supervisor and the Commissioner.

Plans _sha.ll be modified or supplemented when necey‘ssary to meet
changed conditions or to protect the interests of all parties to this agree-

ment. Reasonable diligence shall be exercised in complying with the obligations
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of the approved plan of develOpxhent. The %Stxifpex;visor and Commissioner are
authorized to grant a reasonable exténsion of the 6-month period herein
prescribed for submission of an initial plan of development where such action
‘is justified because of unusual coﬁd{tibhfs%"ogr circumstinées. After ccmpletion
hereunder of a well capable of producing any unitized substance in paying
quantities, no further wells, except such as may be necessary to afford
protection a.gainst operations not under thls agreement or such as may be

specifically approved by the Supervisor and the uommss:.oner, shall be drilled

" except in accordance with a plan of developanent approvéd 'as herein provided.

11. PARTICIPATION AFTER DISCOVEPY. Upon conq)l"etlon of a well
capable of producn.ng unitized substances :m paymg quantltles or as soon
therea.ft‘er as requ:Lred by the Supemsor or the ~’Conmss1oner the Unit Operator
shall submit for apm-oval by the Dzrector and the Comnlssmner a schedule,
Abased on subdivisions of the publlc—land survey or ahquot parts thereof, of
all unltlzed land then regarded as reasonably proved to be productive of
unitlzed substances in paying quantltles, a.ll lands in sald schedule on
approval of the Director and the Conmssmner to constlt.ute a participating ‘

1

area, effectlve as of the date of completzon of such well or the effective

: date of t.he unit agreement, whlchevertls 1ater. The acreages of both Federal

and non-Federal lands shall be based upon a%pp%foPria't.e computations from the
courses é.nd distances shown on the last app;ro%ved publiciland survey as of the
effective date of the initial partlclpatlng area. Said;séhedule also shall
set forth the percent.age of unitized substances to be allocated as herein
provided to each unitized tract in the participating area so established,

and shall govern the allocaticn of proiluctiém%from and after the date the
pa’rbiéip'éting area becomes effective. A sefai-ate part.ié‘ip‘ating area shall

be established in like manner for each separate pool or FV’de}posi’c, of unitized
substances or for any group thereof produced as a single pool or zone, and "—iny
two or more participating areas so estéblisﬁecii’may be combined into one with
the consent of the owners of all working ini?el}"ests in the lands within the
participating areas so to be combined, on aépfoval of the Director and the
Commissioner. The participating area or aréaé} so established shall be

-11-
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revised from time to time, subject to like approval, whenever such action
appears proper as a result of further drilling operations or otherwise, to
inclﬁde additional land then regarded as reasonably proved to be productive
in péying quantities, or to exclude land then regarded as reasonably proved
not éo be productive in paying quantities and the percentage of alloéation
shali:also be réyised accordiﬁgiy. The effective date of any revision shall

be the first of ‘the month in which is obtained the knowledge or information }

] 6n which such revision is predicated; provided, however, that a more ' appropriate

N

effective date may be used if justified by the Unit Operator and approved

by the Director and the Commissioner. No land shall be excluded from a

participating af%é on account of depletion of the unitized substances. - : A
It is the intent of this section that a participating area shall | . o

- N re’pre:’isient the afea Known or reasonably estimated t&?be productive in'paying

quanﬁities; but, fegardiess of any revision of the participating areé, nothing

herein contained shall be construed as requiring any retrdactive adjustment

for éroductionAOBtained prior to the effective date of the revision of the

R participating area.
In the absence of agreement at any time between the Unit Oﬁerator
and the Director and the Commissioner as to the proper definition or ‘redef-

initibn of a‘pariicipating area, or until a participating area has, or areas

héve,ibeen established as provided herein, the portion of all paymenﬁs affected
“; % ’ vthere%y may be iﬁpounded in a manner mutually acceptable to the owners of
workihg interests, except royalties due the United States and the State of ;

New México, which‘shéll be determined by the Supervisor for Federal lands

and the Commissioner for State lands and the State Commission as to privately
owned%lands and the amount thereof deposited, as directed by the Supervisor
and the Commissioner respectively, to be held as unearned money until a par-
ticipéting'area is finally approved and fhen applied as earned or returned in
accordance with a determination of the sum due as Federal énd State royalty

on the basis of such approved participating area.

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

as to wells drilled on Federal land and of the Commissioner as to wells drilled
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on State land and the State Commission as to wells on privately owned lands,
that a well drilled under thisfagreementlié ot capable of production in
paying quantities and inclusion of the land on which it is situated in a
participating area is unwarranted, "}iroduét’i“oh from such well shall, for
the purposes of settlement among all parties other than working interest
Owhers; Ee’allocated to the land on which the well is located so long as
such land is nbt within é partiéipéiingva%eé established for the pool or
deposit froﬁ u%ich such production is obtaiﬂed. Settlement for working
interest benefits from such a well shall be made as provided in the unit
operating agreement. | v

'12. ALLOCATION OF PROSUCTION. {\li unitized substances produced
from eachgpattiéipating area eSt%blished uédgr this agreemeﬁt, e;cépt any
part:théfébf%ﬁééd in conformity éaih'gbod operating practices within the
unitized area for drilling, operating, camp‘ahd other production or develop-
>men¢ purposes, for repressuring or recycling in accordance with a plan of
development approved by the Superv1sor, and’ Comm1381oner, or unavoidably
lost, shall be deemed to be produced equally on an acreage basis from the
several trébts of ‘unitized land of the partfcibating area established for
sueh'produciiénfénd, for the purpose éf'deternining'any benefits accruing
under this agreement, each such tréct Qf pniiféed land shall have allocated
tp it such bercen%age¢Qf said prodﬁction as ﬁhé numb;r of acres of such tract
included in;said participating area‘bears to’th? tois! acres of unitized land
in said participating area, éxéept'%hat-éilocgtion of production hereunder
 for purposesiéﬁhef than for set®lement of the.réyalty, overriding royalty,
or payment oﬁt of production obligations of tﬁefrespective working interest
owners, shall be on the basis prescribed in the wnit operating agreement
whether in conférmity with the basis of allocéti%n herein set forth or other-
wise. It is hereby agreed that production of unitized substances from a
participating area shall be allocatéd 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 partidipatiné area is used for repressur-

ing or recycling\pufposes in another participating area, the first gas withdrawn
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from such last-mentioned participating area tor sale durfng the life
of this agreement shall be considered to be the gas so tfansferred until an

amount equal to that transferred shall be so produced for sale and such gas

' shall be allocated to the participating area from which initially produced

as constituted at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NONPARTICIPATENG LAND OR FORMATIONS.

. Any party or parties hereto owning or controlling the wo}king interest in

. any unitiZed land having thereon a regular well location' may with the approval

3

- ‘of the SﬁperVisor as to Federal land, the Commissioner as to State lahd, and
. the State Commission as to privately owned land, and suﬁject to the non-

‘gonfliéting ﬁrOVisions of the Unit Operating Agreement,%at'such party's or

parties’ sole risk, costs, and expense drill a well at éuéh‘loéaﬁion on such

;Lland to test any formation for which a participatihg aréa has not been estab-
‘lished or to}test'any formation for which a participatiﬁg area has been estab-

lished if such location is not within said participating area, unless within

90 days of receipt of notice from said party of his int%ntion to drill the

wéll the Unit Operator elects and comménces to drill suth a well in like

" manner as other wells are arilled by the Unit Opersior under this agreement.

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

= infproduétién such that the land upon which jt is situétedfmay properly be
; ﬁnélﬁded in 'a participating area, such participating afea shall be established

" or enlarged as provided in this agreement and the well ‘shall thereafter be

operated'byjthe Unit Operator in accordance with the terms of this agreement
and the unit operating agreement.
If any well drilled as aforesaid by a workiné interest owner obtains

production in quantities insufficient to justify the ihclusion in a participat-

ing area of the land upon which such well is situated, such well may be operated

and produced by the party drilling the same subject t& the conservation re-
quirements of this agreement. The royalties in anounﬁ or value of production

from any such well shall be paid as specified in the ﬁnderlying lease and

. agreements affected.
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14. ROYALTY! SETTLEMENT. The United States, the State of New Mexico
and fgothe;r royalty o‘vfrm‘e‘éi*s? wﬁo ,é under exist?iné‘contract R "are entitled to take

in kind a 'share of the substances now ‘unltlzed hereunder produced from any

vtract % shall herea.fter be entn.tled to the rlght to ta.ke 1n kind their share of

the: unltlzed substar'ces allocated to such tract, and Unlt Operator, or in case

i

of the operatlon of a we]l by a working mterest owner as herein in special

‘cases prov1ded for, vsuch workmg interest omer, shall make deliveries of

l

such royalty share taken m k:md in confornuty with the appllcable contracts,

laws s fand regulatlons .? Settlement for royalty interest not taken in kind shall

“be made by worklng mtferest owners respon31b1e therefor under existing contracts s

?

laws and regulatlons on or before the 1ast day of each month for unltlzed

substances produced tdurmg?the precedlng ca.lendar month provided, however,

:that nothng herein' conta_ned shall operéte'to relleve t'he lessees 'of any land

from thelr respectlve leas° obllgatlons for the payment of any royalties due
under thelr leases.; ; ‘ :
= If gas obtalned from lands not subgect to th1s a.greement is introduc -
ed mtoAEmy partlclpatlng area hereunder, for use in repressurlng, stimulation
of prodvctlon 5 OF mcreasmg ult:unate recovery, which shall be in conformltv with

plan flrst approved fby the ?Super\rlsor and the Commlssmner, a like amount of

?

'gas s after settlement as herem prov1ded for any gas transferred from any other

partlclpat:mg area a.nd w1th due allowance for loss or depletlon from any cause,

3

‘may be w1thdraWn frOm‘the formatlon ‘:mto whlch the gas was introduced, royelty

{

:free as to dry gas,’ but not as to the! products extracted therefrom; provided

that such w1thdrawal shall be at such tme as may be prov;xded in the plan of
operatlons or as may othemlse be consented to by the Super\rlsor and the Commissioner
as conformlng to goodfpetr%lem enomeerlng practice; and provided further, that
such rlght of xnthdrawal shall termlnate ori ‘the termmatlon of this unit agreement.
‘Royalty due‘the Um.ted States shall be computed as provided in the
operatlng regulatlons and pald in value or dellvered in| kmd as to all unitized
substances on the basls of the arounts thereof allocated in unitized Federal
land as provided herem at the rates speclfled in the respectlve Federal! leases,

or‘atf s’uch lower rate or rates as mayf» be authorlzed by law or regulation;
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provided, that for leases on which the rbyalty rate dépends on the daily
average production per well, said average production éhall be determined in
accordance with the operating regulationé as though each participating area
were a single consolidated lease.

Royaltyrdue the State of New Mexico shall be computed and paid on the
basis of the amounts allocated to unitized State land as provided herein at the
rate specified ir. the State oil and gas lease.

Royalty due on account of privately owned 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

‘cormitted hereto shall be paid by working—intereét owners responsible therefor

under existing contracts, laws, and regulations, provided that néthing herein

" contained ‘shall operate to relievée the 1e§sees of any land from their respective

lease obligations for the payment of any rental or minimum royalty in lieu

thereof due under their leéses. Rental or minimum royalty for lands of the

United States subject to this agreeméent shall be ‘paid-at the rate specified

in the respective leases from the Uﬁited States unless such rental or minimum
royalty is waived, suspended, or reduced by law or by approval of the Secretary
or His duly authorized representative. |

Rentals on State of New Mexico lands subject to this agreement shall
Be paid at the rates specified in the»respéctive leases. .

With respect to any lease on non-Federal land containing provisions
which would terminate sﬁéh lease unless drilling operations were within the
time therein specified commenced upon the land covered thereby or rentals
paid for the privilege of deferring such:drilling operations, the rentals
required thereby shall, notwithstanding any other provision of this agree-
ment, be deemed to accrue and become payable during the term thereof as
extended by this agreement and thereafter until the required drilling opera-
tions are commenced upon the land covered thereby or some portion of such
land is included within a participating area.

16. CONSERVATION. Operations hereunder and production of unitized

substances shall be conducted to provide for the most economical and efficient
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recovery of said substances without waste, as defined by or pursuant to State
or Federal 41aw or regulation.

17. DRAINAGE. The Unit Operator shall take appropriate and adequate
measures to prevent drainage of unitized substances from unitized land by wells
or land not subject to this agreement, or, with the prior consent of the

- Director and.the Commissioner, pursuvant to applicable regulations pay a

fair and reasonable compensatory royalty as determined by the Supervisor as

N prser e iy g e
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to Federal leases and the Commissioner as to State leases.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
‘conditions, and provisions of all leases, subléases , and other contracts re-
1at.ing to exbloraﬁion; ‘drilling, development ,: or operationgjfpr oil or gés of
lands committed to thiéé-agremﬁent are hereby expressly modified and amended
ito' the ei;tént ’r"xéces‘éaryz to make the same conform t6 the provisions hereof,
but otherwise to remain in full force and effect; and the parties- heret§ hnereby
coﬁsént that the Secretary as to Federal leases and the Commissioner
as to State leases shall and each by his approval hereof, or by the approvai
;herebf by his duly authorized representative, does hereby establish, alter,

' éhé.ﬁge, ‘or revoke the drilling, producing, rental, minimum royaity,' and

royalty requirements of Federal and State leases committed hereto and the

regulations in respect thereto to conform said requirements to the provisions
- of this agreement, and, without limiting the generality of the foregoing, all

leases, subleases, and contracts are particularly modified in accordance

’ with the following: | ~ ‘
' ' - (a) The development and operation of lands subject to ﬁhis'a‘gree~ ‘
Q( o ‘ : ment under the terms herecf shall be deemed full performance of all obliga-
tions for development and operation with respect to each and every part or ;
separately owned tract subject to this agreement, regardless of whether there' :
is any developmeni of any particular part or itract of the unit area, notwith-

standing anything to the contrary in any lease, operating agreement or other

contract by and bétween the partiés hereto, or their respective predecessors

in interest, or any of them.

(b) Drilling and producing operations performed hereunder upon
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any tract of unitized lands will be éccepted and deemed%to be pe;formed

upon and for the benefit of each and;every tract of unitized land, and no
lease shall be deered to expire ty reason of failure to?driil or produce wells
sitvated on the iend therein embfaced. ‘

(¢) Suspension of drilliné or producing Operétions on zll unitized

~ lands -pursuant to diréction or consent of the Secretary and the Commlssaoner

or their duly authorized representatlves, shall be deemed to constitute such
suspension pursuant to such dlrectlon or consent as to each and every tract
of unltlzed land. |

(d) Each lease, sublease or contract relatlng to the eypioratlon,
drilling, developrent or operatlon for 0il or gas of 1ands, other than those
of the United States and State ‘of New kex1co committed to this agreement

which, by its terms might expire- prlor to the te ﬁnlnatlon or thls agreement,

‘is hereby extended beyond any such terr so prov1ded thereln so0 that' it shall

‘be continued in full force and effect for and durlng‘the:term of this agree-

ment. o

(e) Ainy Federal lease for a%fixed term of twenty (20) years or %
any renewal thereof or ehy part;of‘sucﬁilease which is ma&e subjeet to this :
agreement shall continue in force beyona:the term proVidedftherein until the

termination hereof. Any other Federailiease cormitted hei%to shall continue

. : R ; FTUR S RS S L ; . e
in force‘beyond the terr so provided therzin or by law as to the land committed

so long as such lease rerains subject héreto, provided thﬁt%prOdudtién is

.(} % in paying quant:tles under this’ un1t agreement prior to the explratlon

Ry

date of the term of such lease, or in’ the event actual drllllng operatlons
are commenced on unltﬂzed *anu, 1n accordance with the prov151ons of thls
agreement, pirior to the end of the prlmary term of such 1ease and are belng

diligently prosecuted at tnat time, such lease shall be extended for two

‘years and so long_thereaftér as oil or gas is produced in paylng quantltles

in accordance with the provisions of the hlneral Leasing Act Revision ‘of 1960.
{f) Each sublease or ‘contract relatlng to the operatlon and de-
veloprent of unitized substances from lanﬁs of the United Sﬁetes committed

to this agreemrent, which by its terms would expire prior to the time at which
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the underlying lease , as extended by the immediately preceding paragraph,

w111 expire, is hereby extended beyond any such term so provided therein so

|

of the underlylng lease as such term is herein extended.

-
tha’o it shall be co>ntinued in full force and effect for and during the term

4]
»

(g) Amr 1ease embracing lands of the State of New Mexico which is

H - :
fmade subject to thls agreement » shall continue in force beyond the term

provided ‘bhereln1 as ’co the lands committed heretc until the termination

h

ghereof sub,ject to ths prov131ons ‘of ‘subsection (e) of Sectlon 2, and sub-

section (1) of this Section 18.

v‘

- _ S ({1) 'I‘he segregatlon of any Federal lease committed to this agree--
- 1’ ment is govemed‘ by the follow:mg provision in the fourth'’ paragra.ph of Sec.
FT : ,9.7 (J) of the Hlneral Leasing Act, as amended by the Act of September 2, 1960
| . '(71; Stat. 7?1—781,,) "ANG (Federal) lease heretofore or hereafter committed
t.o any sucht(unlt) plan embracing lands that are in part within and in part
outslde of’ ’che erea covered by any such plan shall be segregated into separate
‘ leases as to the lands comnitted and the lands not committed as of the effect1ve '

§
date of unltizatlon' Prov1ded however that any such lease as to the non-

um.tlzed porblon shall continue in force and effect for the term thereof but

r

for not less than two years from the date of such segregation and so long

i
t.herea.fter as 011 or gas is produced in paying quantltles "

?

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

nly a portlon of 1ts ‘lands committed hereto, shall be segregated as to the

port.lon comzltted and the portion not conmtted and the provisions of such

r

4 -1 o lease shall apply separately to ‘such segregated portlons commencing as of

the effectlve date hereof provided, however, notmthstandmg any of the
prov1smns of thls agreement to the contrary any lease embracing lands of

» tg;he State of New Mex:Lco having only a portion of its lands committed hereto
shall contln}le flln’ f\;ll force and effect beyond the term provided therein as
to all 1ands‘% enibr‘éced in such ledse, if o3l or gas is discovered and is
céfapeble of b‘ieiﬁg z"prdciuc::ed in paying quantities from some part of the lands
énbraced in gsueh iea&se at the expiration of the secondary term of such lease;

i

~19-




i
!
i
{
i

or if, at the expiration of the secondary term, the Lessee or the Unitf%Operator

is then engaged in bona fide'drilling or reworking operations on some fpart
- !

of the lands embraced in such lease, the same, as to all lands embrace&
!

»therem, shall remain in full force and effect so long as such operations

are being diligently prosecuted and if they result in the production éf oil
or gas, said lease shall continue in full force and effect as to all o;f the
lands embraced therein, so long thereafter as oil or 'gas,'in‘ paying quaéltities
is >being produced from any pcrétion of said lands. - %

19. COVENANTS RUN WITH LAND. The covenants herein shall beg construed

A to be coveriants runnmg w1th the land with respect to the :mterest of the

partles hereto and their successors in :mterest. until thls agreement termlnates,

~and any grant transfe’r, or ’conve‘yémce, of iriterest in larid or leases 'subje‘ct

hereto shall be and hereby is condltloned upon the assumptlon of all pirlnleges
and obligations hereunder by the grantee, transferee , or other successor in
interest., No assignment or transfer of any _wo.rklng mterest s roya.lty,§
other interest subject hereto gshall be bindiﬁg upon Unit 6per‘atorr untl%l. the
first day of the calendar month after Unit Operator is furnished with §bhe
original, photostatic, or certified copy of the instrument of transfer.

' 20. EFFECTIVE DATE AND TERM. This agreement shall become elffectlve
upon approval by the Secretary and the Commissioner or their dﬁly authoriz-
ed representatlves as of the" date of approval by the Secretary and shall

terminate five (5) years from said effectlve date unless:

(a) such date of e:_tpi,ration is extended by the’,DirLector and the

1 S
13

Commissioner, or ;
e i

(b) it is reasonably determlned prior to the explratlon of {the
fixed term or any extension thereof that the unitized land is 1ncapablve of
production of unltlzed substances in paying quantities in'the formatloEnS
tested hereunder and after notice of intention to terminafe the agreemfent
on such ground is given by the Unit Operator to all parties in interesft at

their last known addresses, the agreement is terminated with the approfval of

the Director and Commissioner, or

T
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(¢) a valuable discovery of unitized substances has been made or
accepted ‘on unitized land during said initial term or any extension thereof,
in which event the sgreement shall remain in effect for such term and so long
as uditized substances can be prbduced in quantities sufficient to pay for
the cost of producing same from wells on unitized land within any participat-
ing area established hereunder and, should production cease, so long there-
after as Hiligent operations are in progress for the restoration of production
or diécovery of new production and so 19ng‘thereafter as the unitized substances
so diécovered can be produced as aforesaid, or

%(d) it is terminated as heretofore provided in this agreement.

~;This agreément‘may be terminated at any time by not less than 75
per céntui, on an aéreége basis, of tﬂe owners of working interests signatory
hereté, u%th the aﬁprofhl of thé¥Directorkand.CdanSSioner; notice of éﬁy
such gpproVal to be given by thg;Unit Operator to all parties hereto.

' 21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director
is hefeby#vestéd with authority to éiter or modify from time to time in his
discrétioﬁ the quantity and rate of préduction under this agreement when such
quantity and rate 'is not fixed pursuant to Federél or State law or does not
confdfh to any state-wide voluntary conservation or allocation program, which
is esﬁablished, recognized, and generallﬁ adhered to by the majority of
operaﬁors;in such State, such au@hOrity being hereby limited to alteration
or mo&ification in the public intefest, the pﬁfpbse'thereof and the public
interést §0 be served thereby to be stated in the order of alteration or
modifiCatidn. Without regard to the foregoing, the Director is also hereby
vested wifh authority to alter or modify from time to time in his discretion
the rite of prospecting and development and the quantity and rate of production
under ‘this agreement when such alteration or modification is in the interest
of attaining the conservation objectives stated in this agreement and is not
in violation of any applicable Federal or State law; provided, further, that
no such alteration or modification shall be effective as to any land of the

State of New Mexico, as to the rate of prospecting and developing in the
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absence of the specific written approval thereof by the Commissioner and
as to any lands of the State of New Mexico or pfivately owned lands subject
to this agreeinént as to the quantity and rate of product”in in the absence
of spec‘if:,i‘c written approval thereof by the State Commission.

Powers in this section vested in the Director shall only be exercis-
ed after notice to Unit Operator and ‘orfapbrtunity?forr hearing to be held not
less than 15 days from notice.

22. CONFLICT OF SUPERVISION. Neither ‘the Unit operator nor the
working mterest owners nor any of them shall be: subject to any forfeiture,
termination or emlratlon of any rlghts hereunder or under any leases or
contra.cts subject hereto or to any penalty or llablllty on account of delay
or failure in whole or in part to comply with any appllcable prov131on there-
of to the extent that the Unit Operator, working interest owners or any of
-t.hem are hlndered delayed or prevented from complylng therewith by reason
of failure of tfhe Unit"Opera.t.or to obtain in the exercise of 'du"e diligen”ce >
the éoncurfencé of proper representatives of the Iinited States é.nd proper

representatives of the State of New Mexico in and -about any matters or thing

1 L oy 2y

concérning whicii it is required herein that such ééoncurrence be ‘obtained.
The parties her?to, including the State Commission;‘, agree that all powers
and authority v;asted in the State Commissién in and by any provisions of this
agreement are vested in the State Commission and shall be exercised by it
pursuant. to ihe%provisions of the laws of the St‘até' of New Mexico and subject
in any case to éppeal or judicial review as may noviz or hereafter be provided
by the laws of fhe State of New Mexico. ,

7 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
Public Lards of the State of New Mexico and the New Mexico 0il Conservation
Commission and to appeal from orders issued under the regulations of said
Department., the State Commisé{ioﬁ or Comnissioner or 'to apply for relief from
any of saici regulations or in any proceedings relative-to operations before

the Department of the Interior, the Gommissioner, or State Commission or any

~Du—
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: other légally constituted authority; provided, however; that any othet ’;nt.erested
E% . - Lo party shall also have the right at his own expense to be heard in any such pro-

ceeding.
24. NOTICES. All notices, demands or statements required here-

O N

under to be given or rendered to the parties hereto shall be deemed fully
given 11‘ éiven in writing and personally delivered to the party or sent by
postpaid éegistered or certified mail, addressed to such party or parties
at theiir xfespeccive addresses set forth in éonnection with the signatures
hereto or to the ratification or consent hereof or to such other address as
‘any such parby may have furnished in writing to party sending the notice,
demand br%statement. '

_|25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement con-

taihed shéll' be construed as a waiver by'a.ny party hereto of the right to
assert any legal or constitutional right or defense as to the validity or. [
mvalldity of any 1a;w of the State wherein said unitized lands are located, !
or of the United States, or regulations issued thereunder in any way é,ffeét-
ing suéh i:arby, or as a waiver by any such party of any right beyond his or i

its authority to waive.

26. UNAVOIDABLE DELAY. All obligations under this agreement

requlrlng the Unit Operator to commence or continue drilling or to opeérate

on or produce unitized substances from any of the lands covered by this

agreeménti shall be suspended while, but iny so long as, the Unit Operator

despite the exercise of due care and diligence is preverited from _compiying

with such obligations, in whole or in part, by strikes, acts of God, Federal,
State, or municipal law or agencies, unavoidable accidents, uncontrollable
delays' in transportation, :'mability to obtain necessary materials in open

market, or other matters beyond the reasonable control of the Unit Operator

whether similar to matters herein enumerated or not.

27. NONDISCRIMINATION. In connection with the performance of work
under this agreement, the operator agrees to comply with all of the pfovisions ,

[i of section 202 (1) to (7) inclusive, of Executive Order 11246, as amended,

[ j » (30 FR 15319), whicit are hereby incorporated by reference in this agreement.
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28, RECLAMATION IAN&S. Nothing in this agreement shall modify the
special, Federal-lease stipulations, if any, applicsble to. lands under the jurisdic-
v . tion of the Bureau of Reclénmtién.

29. LOSS OF TITIE. %In the event titlé to any tract of unitized
land shall fail‘and the true owner cannot be induced to join in this unit.
agreement, such tract shdii be automatically regarded as not committed here-
to and‘there sha1l be such readjustment of fiture costs and benefits as may
be required on account of the loss of such title. In the event of a dispute
as to title as to any royalty,éworking interest, or other interests subject
théréto, payment. of dglivéry oﬁ aceount thereof may be withheldrwithoﬁt lia~
bility for interest until the dispute is finally settled; provided, that,
as to Federal and State land or leases, no payments of funds due the Un1ted ‘
States or the State of NGW’M9X1CO should be ﬁ*thheld but such" funds ‘6f the
United States shall be deposiﬁéd as directed by the Supervisor and such funds
of the State of New Mexico shall be deposiﬁed as directed by the Commissioner
to be held as unearned mdney'éeh&ing final settlement of the title dispute,
aﬁd‘then applied as earned or?returned in accordance with such final settlement.

- Unit Opefdtor’as sécﬁ is relieied from any responsibility for any

defect or failure of any‘titlé hereunder.

30. NON-JOINDER AND SUBSEQUENT JOINDER. If the owrier of any sub-
stantial interest in a tract %ithin the unit area fails or refuses to subscribe
or consent to this agreenent the owner of the working interest in that tract

'may w1thdraw said tract ‘from bn13‘agreenent by wrltten notice to the Dlrector,

the Commissioner, and the Unit’Operator prior to the approval of this
agreement by the Commissioner and the Director. Any oil or gas interests

- in lands within the unit area not committed hereto prior to submission of this
agreement for final approval;may thereafter be cormitted hereto by the owner or
owners thereof subscribing or consenting to this agreement; and, 3f the intérest

is a working interest, by the owner of such interest also subscribing to the

unit operating agreement. After operations are commenced hereunder, the right

of subsequen®. joinder, as p?ovided in this section, by a working interest owner

—2U -
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is subject to such requirements or approvals, if any, pertaining to such joinder,

provided, that as to State ylands all subsequent joinders must be apprdvéd by the

_.as may be provided for in the unit operating agreement. After final approval

hereof joinder by a non-working interest owner must be consented to in writ-
‘ing by the working interest owner committed hereto and responsible for the K
payment of any benefits that maq;éccrue hereunder in behalf of such non—work-
‘ing interest. Joinder by any owner of a non-working inte_rest s at any t'ime, must
be accompanied by appropriate joinder by the owner of the corresponding working
'interest: in order for the interest to be regirded as committed hersto. = Joinder
to the unit agreement by a working interest owner, at any time, must be' ac-
companied by appropriate joinder to tﬁe unit operating agreement, if moxe thén

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

O T i cna e
B

to be regarded as committed to this unit agreement. Except as may otherwise
o hereir‘;’,be provid‘e’tj_l subsequent joinders to this agreement shall be‘efféc'f:.ive as

of the first day of the month followi: g the £iling with the Supervisor and

the Conmissioner of duly executed counterparts of all or any papers necéssary
to establish effective commitment of any tract to this agreement unless objection

to such joinder is duly made within 60 days by the Director or the Commi ssioner,

Commissioner.

31. PROTECTION OF POTASH DERAITS. No wells will be drilled ‘for oil
or gas at a location on Federal lands which in the opinion of the Supervisor or
at a location on State lands which in the oi’:"‘jiion of the Commissioner would result
in undue waste of potaéh deposits or constitute a hazard to or unduly interfers
with mining bpe-a.-iéns being conducted for the extraction of potash depo'éitf?s.

The drilling or abandonment o1 any well on unitized land shall be
done in accordance with applicable oil and gas operating rezulations, including
such requirements as to Federal lands as may be prescribed by the Supervisor and

as to State lands by the Commissioner, as necessary to prevent the infiltration

of oil, gas or water into formations containing potash deposits or into mines or

workings being utilized in the extraction of such deposits.

Well records and survey plats that an oil and gas lessee of Fed eral

lands nust file pursuant to applicable operating regulations (30 CFR Part 221)

shall be available for inspection at the Office of the Supervisor to any party

—-25-




holding a potash permit or lease on the Federal land on which the well is
situated insofar as such records are pertinent to the mining and protection
of potash deposits.

32. COUNTERPARTS This agreement may be executed in any number
of éounterparts no one of which needs to be executed by all parties or may‘be
ratified or consented to by separate instrument in writing specifically
referring hereto and shall be binding upon all those i)arties who have executed
such a counterpart, ratification, or consent hereto with the same force a.nd
effect as if all such parties had signed the same document and regardless 61‘
whether or not it is executed by all other parties Owﬁihg oii‘claiming an'iétereé’c
in the lands within the above-described unit area. |

IN WITNESS M{EBEOF, the pa.rties’-" hereto have caused this iagreeme'nt:f.
to be executed and set opposite their respective names the date of executién.

UNIT OPERATOR AND WORKING INTEREST OWNER

Date: ' PHILLIPS PETROLEUM COMPANY

P. 0. Box 791
Midland, Texas 79701 By

Attoméy’—in—-Fact
OTHER WORKING INTEREST OWNERS

Date: . UNION OIL COMPANY OF CALIFORNTA
By

Date: : GULF OTL CORPORATION
By

Date: ' RALPH LOWE ESTATE
By,

Date: UNION PRODUCING COMPANY

By




Date: PAN AMERICAN PETROLEUM CORPORATION

By,
Date:_- . SINCLAIR OIL & GAS COMPANY
Dates___ |  SUPERIOR OIL GOMPANY
- By

TME STATE OF TEKAS  §
COUNTY OF MIDLAND  { |
BEFORE ME, the undersigned suthority, a Notary Public in and for said

County and St.;te , on this day persdnallj appeared FRED FORWARD, Att:oiiﬁe‘y—i;'r\lli‘;éct

for PHILLIPS PF}I'ROLEUM COMPANY, known to me to be the person whose name is sub-

‘seribed to the fcéregOing instrument, and acknowledged to me that the same was the
' act of the said PHILLIPS PETROLEUM COMPANY, a corporation, and that he executed

the same as the act of such cor‘por"ation- for the purposes and tonsideration there—

in eipnessed, and in the capaciﬁy 'ftherefin stated.

GIVEN UNDER MY HAMD AND ‘SEAL 'OF OFFICE this the day of
L1967, '

Notary Public in and for .dland County,
Texas.
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EMIBIT "B
SCHEDULE SHOWING ALL LANDS AND OWNERSHIP
- WITHIN HE ONIT AREA.
HAT MESA UNIT, IEA COUNTY, NEW MEXICO
 FEDERAL LAND
DESCRIPTION, — IEASE Y0, &  BASIC ROYALTY — ’ OVERRIDING FOYALTY T VWORKING INTER
OF LAND ACRES EXP. DATE  AND PERCENTAGE  LESSEE 'OF RECORD \ AND PERCENTAGE ANP PERCENTAS
TL21S, RAIZE - 480.00 NM-026684.  U.S.A.: 12-1/2% nillips Petroleun Co. Bg‘ax%dffb‘ﬁ ,5-”2~7/8%< ’ Phillips Petrx
Sec. 1: ilots 11, 12, 8-31-67 (2) s : Amax Peti Corp.— 1-1/6%
13, 14, S/2 ; Bruce Anderson~ 1-3/4%
o Vola V. Bunnel~ 3 of 1%
7213 R-32E 80,00 NM~028705  U.S.A.: 12-1/2% Phillips Petroleum Co. Bryan Bell-Préduction Phillips Petrc
Sec. 3: E/2 SE/L 5-31-67 (2) ' payment of $75O per -acre S
- ' : _ out of 5% ~
1-21S, ‘Ri32E 20.00 NM-061261  U.S.A.: 12-1/2% Estate of Ralph Lowe, None | Estate of Ralg
Sec. Lj: NW/4, 5-31-69 (2) _ Deceased o ' Deceased
, N/2 SE/h : o :
7-21S, RIIZE _ 640.00 NM-061261-A U.S.A.: 12-1/2% Union Oil of Calif. Fred Coodman- 1<1/4% Uriion Oil of C
Sec. 13 N2, 5-31-69 (2) . : ' Est. of Ralph Lowe- 1-1/L% :
- N/2 s/2 : Vola Horst Bunnel- 2-1/2%
o Sec. ll* lNIE/"‘ ;
- 7-218, a-szzz | 160.00 NM-093840 . U.S.A.: 12-1/2% Phillips Petroleui Co. ~  Pubco bet. Corp.~ 12-1/2%  Phillips Petro
Sec. 2 Tots 11,712, 7-31-70 (2) S e
6. T-21S, ILBBE 160.00 NM-0120543  U.S.A.: 12-1/2%  Gulf 0il Corp. Gerald T. Tresner— 5% Gulf 0il Coi
‘Sec. 185 NE/L 1-31-71 : 5% f 0il Corp.




EXHIBIT "B"
SG{EDULE SHOWING ALL LANDS'AND OWNERSHIP
:  WITHIN THE UNIT AREA
1 HAT MESA UNIT, LEA COUNTY, NEW MEXICO
g FEDERAL LAND
T TEASE NO_ & — BASIC ROYALTY ) T OVERRIDING ROYALTY WORKING INTEREST
-~ . ACRES EXP. DATE  AND PERCENTAGE LESSEE OF RECORD AND PERCENTAGE ANF PERCENTAGE
R #80.00 NM-026684, U.S.A.: '15—1/2% - Pnillips Petroleum Co. Beard 0ii Co.- 2-7/8% Phillips Petroleum Al
S 12, - 8-31-67 (2) ; Amax Pet.' Corp.- 1-1/8%
s/f2 Bruce Anderson- 1-3/L%
> 7 Vola V. Bunnel- % of 1%
N 80.00 -NH-028705 U.S.A.: 12-1/2% Phillips Petroleum Co. Bryan Bell-Product.lon Phillips Petroleum 411
v 5231-67 (2) o payment of $750 per acre
‘ out of 5%
2,0.00 NM-061261 = U.S.A.: 12-1/2% Estate of Ralph Lowe, -  None Estate of Ralph Lowe, All
5-31-=69 (2) S Deceased Deceased
. 640.00 NM-061261-A U.S.A.: 12-1/2% Union 0il of Calif. Fred Goodman- 121/,% Union 0il of Calif. Al
e 5-31-69 (2) ' Est. of Ralph lowe- 1-1/4% ;

- ' Vola Horst Bunnel- 2-1/2%
. 160.00 NM-093840 U.S.A.:'12.1/2% Phillips Petroleum Co. Pubco Pet. Corp.- 12-1/2% Phillips Petroleum ANl
12, 7-31-70 (2> D ' : .

160.00 NM—01205h3 U.S.A.: f12i1/2% Gulf 0il Corp. Gerald T. Tresner- 5% Gulf 0il Corp. All

1-31-71 : o :
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GVERRIDING ROYALTY |

-‘ S By ,«a.,::_a;c‘i . ~;"i‘:

PAGE

""OF LAND

ACRES

LEASE NO. &
EXP. DATE

BASIC ROYALTY

LESSEE OF RECORD

" AND PERCENTAGE .

AND PERCENTAGE

8.
9.

f T E
T-21S, R=32E ..

Sec. 2: ILots 9, 10,
15, 16

Sec. 10: SE/4

Sec. 13: S/2 s/2

Sec. 14: S/2 SE/L

T-215, R-33E

Sec. 18: Iots 1, 2,
E/2 NW/k4

T-21S, R-32E
Sec. 12: 5/2 SE/L

TééiS,ﬁF;§§ﬁ~
Sec. 11: :NE/I!;;
S/

T-21S, R-3%E
Sec. 12: W/2

T-21S, R-32E
Sec. 12: W/2 NE/L

7218, Re32E

Sec. 10: NE/4
T-21S, R-32E

Sec. 3: W/2 SE/k

711. 69

320.00

320.00

N4-0202296
6_-30473

NM~0239367
3-31-72
NM-0257272
5-31.72

NM-0257272-A
5-31-72

NM-0325223
11-30-72

m-d3‘6é177
11-30-73

NM-0481118
12-31-73

U.S.A.: 12-1/2%

U.S.A.: 12-1/2%

U.S.A.: 12-1/2%

U.S.A.: 12—1/2%
U.S.A.: 12-1/2%
U-S-Ao: 12-1/2%

U.S.A.: 12-1/2%

Gulf Ol Coip.

' Pan American Pet. Corp.

FPhillips Petioleum Co.

Gulf Oil Corp,
Union 0il of Ca.l].f
Superior 0il Co.

Phillips Petroleum Co.

walter L. Morrisbf}-% ;5'%

Bertha W. Hendel- 5%

R. L. Grady- 1-1/4%]
Ameco 0il Corp.- 3-3/4%
E. Jeanne Sla\vdon-;hff%

John A. Wyman- 2-1/2%
Ted A. Beach- 2-1/2%

None

Curtis R. Inman- 5% -

Gilf 01 Corp.

© Gulf 0il Corp.

Phillips Petrole

Pan Ameriéa.n Pet

Phillips Petrole

Union 0il of Ca

Superior 0il Co. §
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PAGE 2

TEASE NO. &
EXP. DATE

BASIC ROYALTT
‘aND PERCENTAGE

LESSEE OF RECORD

SERRTDING FOTATAT
AND PERCENTAGE

WORKING INTEREST
AND PERGENTAGE

o1
ﬁ“

e

711,69

_320'.00

- 320.00

. N-0202296
“630-73

- NM-0239367

3-31-1-72

| NM-0257272

- 5-31-72
HM-0257272-A
- 5-31-72

NM-0325223
11-30-72

NM-0362177
11-30-73

NM-0481118
12-31-73

U.S.A.: 12-1/2%

U.S.A.: 12-1/2%

ana.Ind .

U.S.A.: de=1fLp

U.S.A.: 12-1/2%
U.S.A.: 12=1/2%
U.S.A.: 12-1/2%

U.S.A.: 12-1/2%

Gulf 0il Corp.

Pan American Pet. Corp.

¥hillips Petroleum Co.

Gulf 0il Corp.
Union 0il of Calif.
Superior 0il Co.

Phillips Petroleum Co.

Walter L. Morrison- 5%

Bertha W. Hendel- 5%

R. L. Grady- 1-1/4%
Amco 0il Corp.- 3-3/L%

E. Jeanne Slaydon- 4%
John A. Wyman- 2-1/2%
Ted A. Beach- 2-1/2%

None

Cur%is R. Inman— 5%

Gulf 0il Corp.

Pan American Pet.

Phillips Petroleum

Gulf 0il1 Corp.

Union 0il of Calif.

Superior 0il éo .

Phillips Petroleum

Corp. All

All -
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OVERRIDING ROYALTY

TRACT
NO.

BN I
DESCRIPTION
OF LAND

ACRES

IFASE NO. & BASIC ROTALTY
EXP. DATE  AND FEKCENTAGE

LESSEE OF RECORD

AND PERCENTAGE

]fs.

16.

T-218, | B=32E
Sec, 2: 5/2

tis i s
Sec. 11: NW/L, ‘SE/i

Sec. 12: E/2 NE/L,
. N/2 SE/4

i
i

T-215, [ R-32E

Sec. 24 N/2

320,00

480.00

320.00

NM-0523215  U.S.A.: 12-1/2%
3-31-74

NM-0853706  U.S.A.: 12-1/2%
53127

NH-0556868  U.5.A.: 12-1/2%
4-30-75 ' »

Phillips Petroleun Co.

Phllllps Petroleum Co.

Phillips Petroleum Co.

El‘s:f";e‘,G. Gorman— 5%
Katherine V. Johnson- 5%
Erma Dee Robley- 2-1/L%

Helen I. Fehr> 2-1/4%
Robert P. Kunkel- i of 1%

: N i i ¥ i v L.k s
TOTAL 16 TRACTS FEDERAL LANDS - 4631.869 ACRES, 58.82235% OF UNIT AREA

Phillips Pet
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- | ACRES

IEASE N0, &  BASIC ROYALTY OVERRIDING ROYALTY ~WORKING INTEREST |
EXP. DATE  AND PERCENTAGE  LESSEE OF RECORD AND PERCENTAGE . AND PERCENTAGE

32,00

320,00

3

NM-0523215 U.S.A.: 12-1/2% Phillips Petroleum Co. Elsie G. Gorman- 5% Phillips’ Petmllfeun} “

3-31-Th | o . :

i

NM-0553706  U.S.A.: 12-1/2%4 Phillips Petroleum Co.  Katherine V. Johnson- 5% Phillips Petroleium

i

5-31-74

N}'i-0556868 U.5.4.: 12-1/2% Phillips Petroleum Co. Erma Dee Robley- 2-1/4% Phillips Petro‘letzun
* 4,=30-75 ' ' el

Helen I. Fehr> 2-1/i%
Robert P. Kunkel- 5 of 1%

TOTAL 16 TRACTS FEDERAL LANDS = 4631.69 ACRES, 58.82235% OF UNIT AREA

A1l

An

ALl

resram w2 ARSI g AR s

e hied ek AP T A T T R,



A s

P IRA A 1 1 € b i < e o 0 SV AR T e T Y N S L

STATE OF NEW MEXTCO LANDS

TRACT ~ DESCRIPTION | TEASE NO. & BASIC ROYALTY - OVERRIDITC ROYALTY WORKING INTER
NO.  TOF LAND ACRES EXP. DATE  AND PERCENTAGE  LESSEE OF RECORD AND F:ii ENTAGE “AND PERCENTAG
17. T-21S, R-33E 0 320.00  OG-4O47-1  State: 12-1/2%  Union Oil of Calif. None Unior. 0il of
o ~ Sec. 16: w%_z ~ 7-15-63 .
18, . T-21S, R-33E 400.0C  0G-4326-1  State: 12:1/2%  Union Oil of Calif. None Union 0il of (
" Sec. 17: E/2, 8-19-68
E/2 NW/L
19. - T-21S, R-33E 360.00  OG-4642 State: 12-1/2%  Estate of Ralph Lowe, None Estate of Ralf}
Sec. 8: SW/4, . 10-21-68 Deceased Deceased
S/2 SE/k, :
Nyh SE/L,
s/2 NE/L
20. ' T-215, R-33E 151.51  0G-5382-1 State: 12-1/2%  Pan Arerican Pet. Corp. M. K. Merritt-.3/8 of 1/16 Pan American
'Sec. 7: Lots 3, 4, 4,-21-69 of 8/8
E/2 SW/h John K. Funk- 5/8 of 1/16
. of 8/8
21, ‘T-21S, R-33E 160.00  K-~108 State: 12-1/2%  Unicn 0il of Calif. None Union 0il of C
Sec. 9: W/2 SW/k, 1~19-70 :
S/2 NW/l
22. T-21S, R-33E ) 320,00 K-188 State: 12-1/2%¢  Union Producing Co. None Uniol i
Sec. 71 5/% 2_16-70 : nion Producing
23, T-21S, R-33E 151.87 K-786 State: 12-1/2% ‘Union 0il of Calif, None i ;
Sec., 18: Iots 3, 4, 5-20-70 . Union Oil of C3

E/2 SW/L
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STATE OF NEW MEXTCO LaNDS

PAGE 4

; i . ’ : : {
= i i 3 A ) g H " - - - I B
‘s T LEASE NO, & BASIC ROYALTY OVERRIDIFG ROYALTY WORKING INTEREST
: CACRES -~ EXP. DATE  AND PERCENTAGE  LESSEE OF RECORD AND Foi ENTAGE AND FERCENTAGE '
. 320.00 OG—hOlﬂ-i State: 12-1/2% Union 0il of Calif. None Unior 0il of§cafif.
g 7"15‘68 1 A ; R
o L00.00  00=4326-1  State: 12-1/2%  Unior 03l of Calif. None Union 0il of Calif. A1
R - 8-19-68 | : ," ;
h ’ B
: " 360.00  0G-4642 ] State: 12-1/2% Estate of Ralph Lowe, None Estate of Ralph %Lowe, ;
: 10-21-68 Deceased Deceased : A2Y
3 ~
| 151,51 0G-5382-1 State: 12-1/2%  Pan American Pet. Corp. M. H. Merritt- 3/8 of 1/16  Pan American Pet. Corp. All
., o 4=21-69 of 8/8 o
John K. Funk- 5/8 of 1/16
of 8/8
160,00 . K-108 @  State: 12-1/2%  Union 0il of Calif. None Union 0il of Calif. A1l
> 1-19-70 | ' Fal |
r' . 320,00 -188 ; State: 12-1/2% Union Producing Co. None Union Produciﬁg Co. All
A 2-16-70 |
| 151.87  X-786 State: 12-1/2%  Union 0il or Calif. None Union 0il of Calif.  All |
L, © 5-20-70 e
2

ISR

|




PAGE |
DESGRIPTION THISE NO. & BASIC ROVALTY s OVERRIDING ROYALTY WORKING INTERES
OF LAND ACRES EIP. DATE  AND PERCENTAGE  LESSEE OF RECORD AND PERCENTAGE AND PERCENTAGE
7-21S, B-33E. 226.92  K-866-1 State: 12-1/2%  Sinclair 0il & Gas Co.  None Sinclair 0il:&:(
Sec. 6: Lot 18, 10-18-70 T
T sE s/
© Sec. 7: Lots 1, 2, |
E/2 NW/l - S ‘
25.  T-21S, R-33E £80.00  K-ig5 State: 12-1/2%  Atilantic Richfield None Atlantic Richfid
Sec. 9: E/2 SW/L 10-20-724 ' -
. 26,  T-21S, R-IIE 400.00  K-503-2 State: 12-1/2%  Pnillips Petroleum Co. 320 Minerals Ltd.-Production Phillips Petrols
T Sec. 17: SW/L, 5-18-75 : | payment of $750 per acre
W/2 NW/L : out of 5%
Sec. 18: SEf4 | :
T7-21S, R-33E 360.00 X-5642 - Stat=: ]2-1/2% Phillips Pef;trdleum Co. Nons. Phillips Petrole
Sec. 8: N/2 NE/h, 1-18-7 |
NW/ky
NW/L SE/l
Sec. 9: N/2 Nu/} |
28.  I-21S, R-3IE 312.04 K603 State: 12-1/2%  Phillips Petroleum Co.  None Phillips Petrols
Sec. 19: Ibts 1, 2, 5-17-76 , g =

E/2 NW/4,
NE/

TOTAL 12_TRACTS , ‘STATE OF NEW MEXICO LANDS — 3,21,2. 3% AGRES, 1.17765% OF UNIT KREA

FEDERAL ILANDS
STATE LANDS
TOTAL LANDS

RECAPITULATION
4,631.69 Acres.

3:22.34 Acresz
7,874.03 Acres

58.82235% Unit Area
41.27765% Unit Area

100.,00000

Unit Area

i »gx
¥l



PAGE 5
— IEASE NO. &  BASIC ROTALTY : - OVERRIDING ROYALTY WORKING INTEREST
ACRES EXP. DATE AND PERCENTAGE  LESSEE OF RECORD AND PERCENTAGE AND PERCENTAGE
2%6.92  K-868-1 State: 12-1/2%  Sinclair Oil & Gas Co. = None Sinclair Oil & Ga, Co.  All
10-18-70 - o
80.00  K-4485 State: 12-1/2%  Atlantic Richfield None Atlantic Richfield A1l
‘ 10-20-74 ,_ - |
400.00  K-5003-2 State: 12-1/2%  Phillips Petroleum Co. 320 Minerals Ltd.-Production Phillips Petroleum A
I 5-18-75 payment ‘of $750 per acre f :
‘ : out’ of 5% ‘
360.00  K-5642 State: 12-1/2%  Phillips Petroleum Co. None Phillips Petroleum All-
1-18-76 -
""312:..0.% K~6043 State: 12-1/2% Phillips Petrolevm Co. None Pnillips Petfirbieum ALl
T 5-17-76 | L
TOTAL 12 TRACTS, STATE- OF NEW MEXICO TANDS — 3.242.3h ACRES . 41.17765% OF UNIT ARGA
RECAPITULATION
‘, FEDERAL LANDS 4,631.69 Acres 58,82235% Unit Area
; STATE LANDS 3,24,2.34 Acres 41.17765%.Unit_Area
; TOTAL LANDS 7,87.03 Acres 100.00000Z Unit Area

L oy e e I A PN
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BEFORE THE

oIL coﬁs‘ERvATon COMMISSION OF NEW MEXICO : i

o e A T

OF PHILLIPS PETROLEUM COMPANY FOR
APPROVAL OF HAT MESA UNIT AGREE-
MENT, LEA COUNTY, NEW MEXICO

IN THE MATTER ‘OF THE APPLICATION &/ % 5 S/ / &

— —— A o e e =

comes now the undersigned. pHILLIPS PETROLEUM COMPANY,
with offices at Midlarié, Texas, and files'he'rewith one copy
. of the proposed Unit Agreeméﬁﬁ for vthe,develolamer'\t and opera-
tion of the Hat Mesa Unit Area, Lea county, New Mexico. and

nereby "‘iﬁakes‘applicalt:ion for the approval of said Unit Agree-

ment as prov:.ded by 1aw, d in support thereof states;
1. That the proposed unit area covered by sald ‘agree-

ment embxaces 7. 874.03 acres of iand, more or.less, more

par’cicularly descrlbed as followsy

Townghlp 21 South, " Range 32 East
N.M.P.M.

Section 1: Lops 11, 12, 13, 14 and §/2
Section 2: Lots 9, 10, 11, 12, 13, 14,
15; 16 and s/2

Sectzon 3: SE/4
Section 10: E/2
Section 11: all
Section 12: All
Section 13: All ;
Sectién 14. N/2 and SE/4
Section 24: N/2

i : ' pownship 21 south, Range 33 EBast
’ : N.M.P.M.

gSection 6: Lot 18, and SE/4 SW/4

Section 7: Lots 1, 2, 3, 4, B/2 W/2 E/2
Section 8: ALl

gection 9: W/2

Section 16: W/2

gection 17: All

‘gection 18: Tots 1. 2, 3, 4, B/2 W/2, E,2
Section 19: Lots 1, 2, E/2 \xw/zt NE/4

i
i
H
i
i
i
H
}
i
i
i
]
H
i
i

conta ining- 7874 .03 acres, more or less
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% 2. That of the lands embraced w;thln the proposed unlt
% area, 4 631.69 acres or 58.82% are Federal*lands, 3,242, 34

: ) acres or 41.18% are lands of the State of New Mesico, and ho |

privately owned lands are within the “proposed unit. That said
area has heretofore, on January 31, 1967, Yeen designated by;
the Acting Director of the United States Geqlogical Sufvey

as an area-suitable and p50pér for unitiZaéion;‘a copy oOf

' said designation being attached hereto, made a part hereof

‘ and for purposes of identification marked EXhlblt AT, That

i : «

on January 25, 1967, said Unit Agreement was approved as to

N b s b

form and content, rollow1ng verbal unit prOJect approval by?z

"o

the Commissioner of Public Lands in July 1966, a copy of

[S—

" said approval being attachéed hereto, made a part hereof, ahd S t

for purposes of identification marked Exhibit "B".

3. That applicant is informed and believes, and upon

such information and belief states, that the proposed Lnit

Area contains all or substantlally all of the geologlcal

feature involved, and that in the event of the dlscovery of
0oil or gas thereon, that said Unit Agreemegt will permit,f'
the producing area to be deVéloped and opefated in the - % <; f;: : ; :ﬂ
interest of conservation and the preventioﬁ of waste ofﬁuni-g . |
‘tized ‘substances. ‘ . ‘

4. That Phillips Petroleum Companyiis_désignated ae

the Unit Operator in said Unit Agreement, and as such is

given the authority under the terms thereof to carry on ' all é
{? ~‘;’?" ‘ bperations necessaxry for the development aﬂd operation of v
' the Unlt Area for oil and gas subject to all appllcable laws
and regulations. That said Unit Agreement prov1des for the |
drilling of an initial test well to a depth sufficient to

test the Devonian formation, unless unitized substances shali %
be discovered in paying quantities at a lesser depth, or to ;

such depth as further drilling would not be‘warranted, but in

8
r
|
. £ .
g i

i
&——
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any event, to a depth not to exceed 15,500 feet.

5. That sald Unit Agreement is substantl.ally the same
form " as unit agreements heretofore approved by the New Mexico
0il Conservat:.on Commission, and appl:.cant believes that. in
t‘ne event oil or gas in paying quantities is .discov’ered on
the lands within the Unit Area, that the, field or area can
be d“evelop‘ed‘more economically and efficiently under the
terms of said Unit Agreement, to the -end that the maximum
reco\'zery wil.l be obtained of anitized substances, and that
said Unit Agreement is in the intérest of conservation and

preventlon & waste as contemplated by the New Mex:.co oil

-' Conservat:.on CO'nm:Lssz.on Statutes and regulat:.ons.

6. That the N/2 Section 24, T-21S, R-32E and the N/2
Section 19, SE/4 SE/4 Sec.’18, S/2 §/2 Sec. 17 all in T-21s,
R-33E, w:.thln the pronosed unit outline is subject to oxrder
No: . R—lll—A However; :.t is believed that no actlve potash
nining is being carried oh in or near the proposed um,t area,
and said Un::.t Agreenment includes a Potash Protection Clause.

7. That upon an order being entered by the New Mexico

0il Conservation Commission approving said Unit Agreement, and

aftexr approval thereof the Commissioner of Public Lands of

' the State of New Mexico, and after approval by the United

. states Department of Interior, an a‘pproved copy will be filed -

with the New Mexico Oil Conservation Commission.

WHEREFORE, the undersigned applicant respectfully
requests that a hearing be held be‘bre‘an examiner on the
matter of approval of said Unit A‘greement, and that upon saigd
hearing, the Hat Mesa tTnit Agreenment be approved by the New
Mexico Oil Conservation Commission as being in the interest
of conservation and the prevention of waste. |

. Respectfully sﬁbmitted,
PHILLIPS PETROLEUM COMPANY

BY (\\-OA—&\—\ W - /‘(L(lpﬁ'_

KELRNIN & FOX
Post Office Box 1769
Santa Fe, New Mexico

RUE Svgmepa Fove 2o s
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' - ’ EXHIBIT “a" B wemEm | |
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(%, P ‘ UNITED STATES DRI S RN
{ SR DEPARTMENT OF THE INTERIOR 4 JOC T N
: N GEOLOGICAL SURVEY b VRIS IR S I v ,
_ WASHINGTON 25, D.C. PR ! o ' '
.. ? ’ - :-..“_T -l B :'»'; . ( . ‘
Phillips Petroleum Company 31 o RERN |
i P. 0. Box 791 : = ¥ N S ,
. Midland, Texas 79701 gM 3 ;’é g
’ é Attention: Mr, Fred Forward : o N B A
E Gentlemen: ' | o S I ~
- § : k Your undated application fil’ d'.An December 19 with the oi1 and Gas | a A ; P V S
I Supervisor, ‘Roswell, New Mexico, requests the designation of the A Lo
¥ Hat‘Mesa unit area embtacing 7,874.03 acres, more or less, Lea County,v . : ; o _
. 2 New Mexico, ‘as logically. subject to exploration and ‘development P SN
{«‘ under the unitization provisions of the Mineral Leasing Act, as . SR . A
‘3 Pursuant to unit plan regulations of December 22, 1§50 30 CFR 226.3 @ | R o
£ (1961 reprint), the land requested as outlined on your plat marked = = ¢ - .
§§ "Exhibit A, Hat Mesa Unit Area, ‘Lea County, _New Mexico," is hereby - | - R , :
3 designated as a logical unit aréa. Ry LE P ‘
S ‘ : p L 100 : g
' S The unit agreement submitted for the area designated Should provide ‘ T A .
. ' for the: drilling of the initial exploratory well to test the Devonian P P -
: - formations, or to a depth of 15,500 feet, The 1961 reprint of the . . - A E A ‘ o
T standard form of unit agreement should be used, modified only by =~ . = A P I : )
the following changes as proposed by your application-‘ U S A N T ‘ v
- ’ 1. Chinge item 6(b), line 5, page 7 of the 1961 reprint to'read: . . IR .
P "(b) the' selection shall have been filed with the Supervisor. ) ¢ (N I o v
. : 'If no successor unit operator is selected and qualified as . . I \
SR ] : herein provided, the Director at his election may declare © SR R E
‘ ; this unit agreement terminated. o N A S
R B Lo P , ‘
; 2, Replace the "Fair Employment" section of the 1961 reprint with - : i oo )
i the following: o N
" "Nondiscrimination: In connection with the performance of work " : N L
under this unit agreement, the operator agrees to comply with ’ R
all of the provisions of Section 202(1) to (7) inclusive, of L b "'
Executive Order 11246 (30 F.R. 12319), which are hereby s o P
incorporated by reference in this agreement," o N N : '
3. Insertion of the appropriate language required by the State of- ' o B o
New Mexico. L e ' :




4, Addition of the proposed language for the progteCtion of the
potash deposits as a separate section,

5. The addition of a separate section entitled "Conflict of
SuperVL151on is permss:.ble, provided that such section is conformed
to the languageé proposed iby your application.

In the absenceiof any other type of land requiring special provisions

or any objection not mow iappznrent: 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 réserved to deny approval ‘of any executed ‘agreement

~ which, in our gpinion, does not have full commitment of sufficient

lands tec afford effective control of unit operations.

;

I

23

When the executed agreemelnt is transmitted to the Supe isor for

approval include the latgst status 'of all acreage. Theé 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. E
As this unit area contains State of New Mexice lands, we are sending
a copy of this: letter ‘to the CommiSSioner of Public Lafids 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,

Acting Director

SR - r— [
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: GuYTO . p.o.sox s
CoEISSIONES. SANTA FE, NEW MEXTCO ]
ORI Phi]1:ipf< Petroleum Company : T O SRR "‘“” :
e : - ) iHhU---.,'-' L [ . i
P 0- oX 1791 - . : ) Hy ‘ l ‘g‘ON
: § 'MJdla"')d Texas, 797‘01 o : B mumng“u‘l Dlﬁ E
R l s . Re: Hat Mesa Unﬂt* TR T I O i
: p . : : : Lea County, New Mexico 0 & :
. oo ' [ , 3 @M/&/ <55 é a.
ATTEN'PION‘ Mr. Fred Forward A PRI SR B
Gentlemen‘ C : TR o 5
i ' _ Purcuant to your letfer dated January 20 1967, and -
P attachmentq thereto including the proposed form of agreewent
: . for the Hat Mesa Unit Area. Co ~ ool :
o I flrd this agreement foJJows the requlre‘d form for a : ’
) State and! Federal Exploratorv Unit and 1nc1udes all the re— ;
L : ”qulremonts of the Comm1551oner of: Public Lands, therefore, ; _
L e we aporove the propc>sed agreemene for the Hat Mesa Unit as j :; ¢
ST to form and content., AN o SR B i :
P ‘ ; ' Your Mr. wol. fenberaer and . Mr. 'I'al.ly met wath mon}bers ' f P
_of this offlce and with the Commissioner in| July of 1966 and i
they qucucsed with us the Hat Mesa Unit I\rea* and‘ the c;tructure
wmap . The Commissioner at that time approved the Unit’ PrOJect S
g
Tf we ¢an be of further assistance please feel free to
call us. | : . P

Very truly yours

COMMSSTOD .R OF pURLIC LANDS
)uéé(‘o/vv' > , 7,»

BY‘
. Ted Bi. lbcxrv DJ rectm- f 2 %
GRU/MMR/ s 0il and Gas Nepartment :
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BEFORE THE g
OIL CONSERVATION COMMISSION OF NEW MEXICO
IN|THE MATTER OF THE APPLICATION : "
: : . OF ; PHILLIPS PETROLEUM COMPANY FOR . : .
S i APPROVAL OF HAT MESA UNIT AGREE- ’ - ,
S MENT, LEA COUNTY, NEW MEXICO g
\ | ARPPLICATION :
| ' Comes now the undersigned, PHILLIPS PETROLEUM COMPANY,
with offices at Midlana, Texas, and files herewith one copy
i : i . . ( : ;
({" off ithe proposed Unit Agreement for the development and opera- ‘
: tioin of the Hat Mesa Unit Area, Lea County, New Mexico, and i
hc-rieby makes application for the approval of said Unit Agree- ‘ B
méh’c as provided by law, and in support thereof states: i
‘ ’ 1. - That the vroposed unit area covered by sala agree- .
men’i;:, eémbraces 7,874.03 acres of land, more orless, more '
g S particularly described as follows: P
PR § e : P
: : i Township 21 South, Range 32 East o
- . § i N.M.P.M.
: Section 1: Lots 11, 12, 13, 14 and S/2
Section 2: Lots 9, 10, 11, 12, 13, 14,
: ... 15, 16 and 8/2 : .
ESectmnf‘3: ' SE/4
3 B ‘S=2ction 20: E/2
it . Section 11: All
b Sect}onil.?: All
k- | Section 13: All ’
£ ; : Section 14: N/2 and SE/4 !
L : ~ Section 24: N/2 e
: ‘ " Township 21 South, Range 33 East '
- o ‘ N.M.P.M.
? f Section 6: Lot 18, and SE/4 SW/4
< : . Section 7: Lots 1, 2, 3, 4, E/2 W/2, E/2
' . + Section 8: Aall :
b " Section 9: W/2
i . Section 16: W/2
! Sect:.on 17: All ‘ '
; . Section 18: Lots 1, 2, 3, 4,:3/2 w/2, ‘E/2
~ section 19: Lots 1, 2, E/2 NW/4, NE/4
Containing 7874.03 acres, more or less
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; ' © 2. fThat of the lands embraced wrthin the proposed unit
area, 4,631.69 acres or 58. 82% are Federal lands, 3,242.34 |

acres or 41.18% are lands of the State of New Mes:.co, and no ,

’pr:.vately owned lands are wa.th:.n the prop05ed unz.t. That said

e o LT VO S P

_' area has heretofore, on January 31 1967, been des:.gnated by
the Acting Director of the 'Um.ted States Geologa.cal Survey
‘as an area su:.table and‘ proper for um.tJ.zatlon, a copy of

said designation being attachedghereto, made a part hereof,

and for purposes of J.dem.z.flcatlon marked Exh:.b:_t N, That
i 'on January 25, 1967, sald Um.t Agreement was apbroved as to

: form and content, followmg verbal unlt pro_)ect approval by :

the Commissioner of Public Lands J.n July 1966 a copy of -

sa:.d approval being attached hereto made a -part hereof, arjidj

T T VL S,

for purposes of 1dent1f1catlon marxeo E}-hlbl ?"ﬁ" o [ P

3. That applicant is J.nformed and bel:.eves, and upon i

such information and bellea. states tnat the proposed unit -
iarea conta:.ns all or substantélally all of the rc*eolog:.cal

! ‘reature lnvo,.ved and that J.n the event of t‘he dlscovery of

R 5 B AR s

©il or gas thereon, that sald Un:.t Agreement w:n.ll perm:.t L

‘ the producz.ng arez to be &eveloped and opev‘atéa 'in the

e b crans

- interest of conservation and ;th.e preventxon?oﬁ waste of uni-

“tized substances.

4., That Phllllps PeLroleum Company 1.s ;desn.gnated as

; the Um.t Operator in sa:.d Un:.t Agreement and as such is
" given the authority under the tgerms thereof toé éarry on a11

}V o ’ operations necessary £0r the development and operatlon of

; g " the Un:.t Area for oil and gas sub_] ect to all appl:.cable laws
and regulations. That saxd Um.t Agreement prov:.des for the
drilling of an initial Lest Wel‘l o' a depthfsufflcn.ent to
test the Devonian foxmation, ;unlesz unitiéea substances shall

1 3 i, i i a - ;
be discovered in paying quantities at a leséer depth, oxr to

such depth as further drillirig fwduli:i not bef warranted, but in

-2-
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any event, to a depth not to exceed 15,500 feet,

5. That said Unit Agreement is substantially the same
form as unit agreements hg;etofoie approved by éhe New Mexico
Oil conservation Commission, and applicant believes that in
the event oil or gas in paying quantities is discovered on
the lands within the Unit Area, that the field or area can
b= develOpéd more economically and éfficientiy;under the
‘terms of said>Unit'Agreemeﬁt,rto the énd that the maximum-
recovery will be obtained of unitized substances, and that
said Unit Agreement isbin the interest of conservation and
préveﬁtioh}f waste as conﬁémplated by the New Mekico 0il
Conservation Commiséion Statutes and regulations.

6. Tﬁat the N/é'Seétion‘Eﬁ, T-21S, R-32E and thé-N/2
Section 19, SE/4 SE/4 Sec. 18, S/2 $/2 Sec. 17 all in T-21S,
R—3§E,'within the prbposed urnit outline is subject to order
'No._R-lil-A.‘ Howaver, it is believed that no active potash
mining is being carried on in or néarhfhé‘prbpéséa.unit area,
and said Unit Agreement includes a Potash Protection Clause.»n

7. That upon an order being entered by the New Mexico

~ 0il Conservation Commission‘approving said Unit Agreement, and
after'approval thereof the Commissioner of Public Lands of

ihe Siaie of New Mexico,‘aﬁd after approval by the United
States Department of Inﬁerior, an approved copy will be filed
with the New Mexico Oil Cbnsérvation Commission.

WHEREFORE, the uﬁdeféfgned applicant reépéétfully
requests that a hearing be held'bdbré an examiner on the
nmatter of approval of said ﬁnit Agreement, and that upon said
hearing, the Hat Mesa ﬁnit Agreement be approved by the New
Mexico Oil Conservation Commission as being in the interest
of conservation and the prevention.of waste.

Respectfully = submitted,
PHILLIPS PETROLEUM COMPANY

BY(’\\QM'\ W- /‘(-b(lwz_'_

KELIRHIN & FOX ,
Post Qffice Box 1769
Santa Pe, XNow Moxico

RU3 cngmra Fror B orend Denn s
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UNITED STATES

DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY
WASHINGTON 25, D c.

Phillips ‘Petroleum Company _
Midland, Texas 79701 ; ,
Attention: Mr. Fred Forward

Gentlemen:

Your' undated application filed on December 19 with“:the oit “atit‘dﬂéa's
Supervisor, Roswell, New hexleo,‘rcqoee"s *'be dosiqnati&n ofi t the

Hat Mesa unit area embracing 7,874,03° acres, ‘more or Leéﬁ,‘ Lea Coun-.y,
New Mexico, as loglcally subJect to exploration and’ development

under the unitization provisions of the: Hineral Leasing Act, as’

amended.

Pursuant to unit plan- regulations of December 22, 1959 530 CFR 226 3
(1961 reprint), the iand requested, as outlined on your: plat' avked
"Exhibit A, Hat Mesa Unit Area, Lea County, New Mexico," is hereby
designated as a logical unit area. :

s

The un1t agreementf ubmitted for the area ‘designated should provide

for the drilling of the initial exploratory well to test: the Devonian

formations, or to a depth of 15,500 feet: 'The 1961 respr:lnt of the
standard form of unit agreement should be ‘used, modifled only by
the following changes as proposed by wour ' appllcationi. :

1. Change item 6(b), line 5, page 7 of the 1961 reprint to reaid:
"(b) the selection'shall have beén filed with the Super\gisor.
I£f no successor unit operator is' selected and quali:jied ‘as
herein provlded the Director at ‘his electzon may declate
this unit agreement terminated.

2, Replace the "Fair Employment" section of the 1961 reprint with
the following:

"Nondlscrimlnation- In connection with the performance of work
under this unit agreement, the operatorfagrees to c‘omply with
all of the provisions of Section’ 202(1) to (N inclus:.ve, of
Executive Order 11246 (30 F.R. 12319), which arejhereby
incorporated by reference in this agreement e

3. Insertion of the appropriate language required by the State of
New Mexico.

EXHIBIT i_'A"f‘ v:} P IN REPLY REFER TOs

VN Vb g




ke Addition of the proposed ianguage for the protection of the
potashjdebosits as a separate?section.
] ('A; R

5. The addition of 3 separate section éntitled wgonflict of
' Sﬁbérvision“ is permissible, provided that such section is conformed
to the language propOsed by your application.

© In ;he'a§sencejof any other type of jand requiring special provisions
or any'ébjECtibn‘nbt ndﬂ'appéieﬂﬁ,»a’du}y executed agreement jdentical
to the 1961 reprint, modified only as outlined above, will be approved
if submitted in approvable status within a reasonable time. However,
thé‘riéﬁt'is reservéd?tb‘deny’apérovalgoflany executed agreement
Whichﬁfiﬁ our'opinipn;;dqes flot have full ~ommitment of sufficient
1ands to afford offective control of ariit operations. '

When the executed agreement 18 transmitted to the Supervisor for
approval, include the latest: status of all acreage. The format of
‘the sample exhibits attabhkaitdjthevl961 reprint of the standard
form. should be followed closely in the preparation of Exhibits A

an§ B :

'As this unit area cont?insigtatéAof New Mexico lands, we are sending
a copy of this letter to the CommiSsionet‘of public Lafds at santa Fe.

Please contact the State offNewaexico pefore soliciting joinders,
regardless of prior gontacﬁs with or clearances from the State.

3 Siﬁceiely yours,

" pcting DirectoT
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'-Efﬂﬂglgh;;‘
-'éffﬁﬁﬁv

é;,, e yé. GUYTON B. HAYS ; P. 0. BOX 148
2 . msslm ) ~ _ . = ) o \‘ : . : SANTA FE, NEW MEXICO ?
P ; : : January 25, 1967 ° .. | i i apea-m r'\\ ;

f ‘ Sl S ()] B T :

67
2 § _ L il |
B Phllllps Petroleuﬁ Company ,'_-fnmu ;

P. 0. Box 791 | | i

M (I_Ldll\l' : Texas,- %’79791? ti\Sm“ ;

5 ! : ' 5 i
3 BN Re: Hat Mesa Unlt : g
o Lea’ cOunty, New' Mex1co :
i

' ACTENTION: Mr. Fred Forward A , {
: Poos ‘ : L : Lo

Gentlemen j ? § :

o R : Purquant €ob ou letter dated January 20 f1967, and ;
DR -,;1>"'§ aftaohmnnfs there#gggnuludlnq the! proposed form of agreement :
’ S for the Hat Mesa Un{ﬁ Area. v : :
R v ) I f;nd thlsfagéesmenf fo]]owS’the requlred form for a %
,},’ f4> o Stato and Federal Exploratorv Untf and 1ncludes all the re- §
ﬂu1rements of the Comm:ssxonor of" Publlc Lands,éthereEOVe, :

2 . we approve the’ praposed agrnempnt for'the Hat Mesa Unit as :
LA to form and oonfewb ;
£ ; Your Mr. Wo]fenbercer and Mr. Tgllv m%t Wlth members -
| ; of this office and thh the Comm1531oner in' July of 1966, and :
: ; they discussed Wlth us’ the Hat Mesa' Unit Area and the structure :
: map. The Comm:ss1oner at that time’ approved tbe Unit Project. ;

If we can’ b of’%urther assistancé plbaSegfeel free to f

call us. ! ‘ ! ;

é Vory truly yours," :

r COMMI. SSIO R OF UBLTC "LANDS

wy: old g,uaém,}

- Ted Bllberry, Director
GRH/MMR/ = I 0il and' Gas Dppartment
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2 ARPORE THE OIL CONRERVATION COMMISSION
a (OP THE TATE OF NEW MEXICO

; CF Subj.
| I m mma or THR muue :
‘CALLED BY THE OIL CONARRVATION
:COMMINSION .QF NEW MEXTICO FOR.
m mrou or. couammms

' CMI uo. 3560

< \,Z”t/ Oréor Ne., n-é_ﬁ&}/

Y
LPPLICATION OF PHILLIPS PETROLEUM - : \,f// _
Booo ] COMPANY FOR APPROVAL OF THE HAT MESA - . /ﬁ(/{; R
[ i UNIT AGREEMENT, LEA COUNTY, NEW MEXICO. ‘ ’5 17 s
B | “‘whis causs came.on for hearing at 9 a.m, on _APril 26 1967,
S ' lt nnu h, Hew Mcxioo, before m:nin-r Elvis A, Utz _~_ .. =
7 'mow, on this_ day of _Pr%l* . 1967 7., the Commigpsion, a -
-.Quorum being prennt, ‘having comidot-d the tutimony. the record, -

B - :and the. roconondntionl of the nxamincr. and being fully adviud N
g0 ’ tn the' prmilu, : _

R

- (1) ‘!’hat due public nctict having bean givon ‘ad- roquirad by
o o l.l\l. the Commission has juriadiction of this cause and the subject

utt‘r theraot.

L e _' - ' - (2) That the applicant',_ Phillips Petroleum Company, seeks

appi'oval of the Hat Mesa Unit Agreement coi/éring 7874’._03 acreés,

‘ i more or less, of State and Federal lands described as follows:

LEA COUNTY, NEW MEXICO
TOWNSHIP 2] SOUTH, RANGE 32 EAST, NMPM

] fa—&/ ’/ ll ‘ 3’ lq Lo, S/L/ Sebes 131 ~0.,Q,Q“'
' snoz ;f«E/’ AT gt 16, 8- 52 See 1o MNIZ awk SE/o
See 3 ’
s$é. /0. t:/Z S A¥! Nz .
Seeg W $-G8L: x0T o0
Slcr2-i—-atl: :
TOWNSHIP 21 SOUTH, RANGE 33 EAST, NMPM
5106 Lot /8 6ol SFler Sw/y Ste.s6 . W/
au,7 fa—&/zsyf/zw/,, ad £y Seer7! Ol
Se ¥ el St 13: Koo 42,3, E/2W/a ol Efy
$2. 9 W/ Ste.19: 804 1,2, Evwly mEsy




Rl

(3) That approval nof the proposed unit agreement should
promote the prevention of waste and the protection 'of correlat:.ve
rights within the unit area. L ( 3

IT 1S THEREFORE ORDERED: ' . E

(1) That the
is herxeby approved.

Hat Mesa o unit Agéeement
(2) That the plan contained in said unit agreement fior the
development and operation of the unit area is heref)y approx‘red in
princzple as a proper conservation measure; provided, however,
that notwithstanding any of the provisionq contained iin said unit
aqreement this approval shall not be considered as waiviné or
relinquish:.ng, in any manner, any right, duty, or obligation which
is‘now, or may hereafter be, vested in the Commfss on to sl‘:pervxse

and control cperations for the exploration and developmen- of any
lands committed to the unit and production of oz.l or 'gas therefrom.

(3) That the unit operator shall file w:.th §the éomission
an executed original or executed cOunterpart of ’the ﬁnit agreement
w;th:.n 30 days after the effective date thereof; that in the event
of subsequent joinder by any party or expansion or§ contraction of -
the unit area, the.unit operator shall file with the Commission
Wlthln 30 days thereafter counterparts of. the unitt agreemeixt

~ref1ecting the subscription of those interests having 301n§ed or

ratified

(4) That this order shall become effecti{:re fupen'z the approval

e

of said unit agreement by the Commissioner of éﬁb]}ichénds for the
/ p

.
State of New Mexico and the Direct,pz/ £ the United States

Geologi-

cal Survey; that this order shall terminate- ig facto upon the

termina.tion of said unit agreement, and that the last unit

opera-

such

tor shall notify the Commission mmedxately in writing of

termination.

{(5) That jur:.sdx.ctxon of this cause is retained for the
entxy of such . urther orders as the cOmmzss:.on may deem necessary.

- n o
DONE at Santa Fe, New Mexico, on the day _an@ year herein-
above designated. Cob
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BEFORE THE

| | OIL CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

_OF. PHILLIPS PETROLEUM /COMPANY FOR ) —
APPROVAL OF HAT MESA UNIT AGREE- Cjﬁ%j%zél cgii§5é;/éf
'MENT, LEA COUNTY, NEW MEXICO ,

APPLICATION

e = T~ S P e

3
g
¥

Comes now the Qndersigned,’PHIBLfPs PETROLEUM COMPANY,
with offices at Mldland Texas, and files herewith one copy

‘of the proposed Unit Agreement for the development and opera-

tion of the Hat Mesa Unit Area, Lea County, New Mexico, and _§
hereby makes appllcatlon for the approval of said Unit Agree-

ment as prov1ded by law, and in support thereof states:

1. That the proposed unit area covered by said agree-

f ment embraces'7 874.03 acres of land, mdre orless, more

'partlcularly descrlbed as follows-

SRR : ‘ Townshlp 21 South Range .32 East

Section 1: Lots 11, 12, 13, 14 and S/2
Section 2: Lots 9, 10, 11, 12, 13, 14,
L S S T 15,.16 and S/2 :
- o Section 3: SE/4
7 SR ' Section 10: E/2
SRR . Section ‘11: All:
. ; - Section 12: All
v i Section 13: ALl
’ . ' Section 14: N/2 and SE/4
S K Section 24: N/2

L

8

[ - N

Lgf%? : . P L L

SNSRI . - Township 21 South, Range 33 East
. N.M.P.M.

| R » Section 6: Lot 18, and SE/4 SW/4
o : ‘ : Sectj.'on 7: Lots 1, 2: 3, 4, E/2 W/zl E/Z
: ‘ Section 8: All

e T e e

Section 9: W/2

Containing 7874.03 acres, more or less

Section 16: W/2 |
Section 17: All

‘Section 18: Lots 1, 2, 3, 4, E/2 W/2, E/2

Section 19: Lots 1, 2, E/2 NW/4, NEB/4




2. That of the lands embraced w1th1n the proposed unit
area, 4,631.69 acres or 58. 82%.are Federal 1ands, 3,242.34
acres or 41.18% are lands of the State of New Mesico, and no
privately owned lands are witﬁin’the%pfbﬁoéedfunit. That said
area has heretofore,gonséantaﬁy 31, pi9éﬁ§ Yeeh designated by
the Acting Director of the Unlted states Geologlcal Survey
as an area sultable and proper for unltlzatlon a copy of

‘)

said deSLgnatlon belng attached hereto,§made a part hereof,

i«~ S and for purposes of ldentlflcatlon marked Exhlbrt "A". That
E w on January 25, l967,§sa1d Unlt Agreement was approved as to
form and content foilowrng verbal uﬁlt‘prOJect approval by
the Commissioner of PubllC Lands in July 1966 a copy of

said approval belng attached hereto, made a part hereof, and

for purposes of 1deﬁt1f1catzon marked Exhrblt HgH

3. That applicant is lnformed and belleves, and upon
such 1nformatlon and belief states, that the proposed unit
area contalns all or substantlally all of*the geologlcal . ’ ;ﬂ
feature involved, and t}“t in the eventfof the discovery of

coil or gas thereon, ,hat sald Unlt Agreement w1ll permit

R P T

the preducing area to be develpped aqd operated in the

S interest of conservation and the:preventibn of waste of uni-
= PR A e L E : ‘

S T ‘ ‘tized substances.

%a*' P 4. That Phllllps Petroleum Company is: deSLgnated as

the Unit 0perator 1n said Unlt Agreement and as such is

given the authority under the terms thereof'to carry on all
operations necessaryéfor the developﬁent and operation of

the Unit Area for orl and gas subJect to all applicable laws
and regulations. That said Unlt Agreement provides for the
drilling of an initial test well to a dépth sufficient to
test the Devonian formation, unless &nitiéed substances shall

be discovered in paying quantities aﬁ a?lesser depth, or to

such depth as further drilling:WOuldfnot be' warranted, but in




any event, to a depth not to exceed 15,500 feet.

5. That said Unit Agreement 1is substantially the same
form as unit agreements heretofore approved by tﬂe New Mexico
Qil Conservation Commission, and applicant belisves that in
the event o0il or gas in paying dquantities is discovered on
the lands within the Unit Area, that the field or area can
be developed more eéonomically and efficiently under the
terms of said Unit Agreemeﬁt, to the end that the maximum
recovery will be obﬁéined of unitized substances, and that
said Unit Agreement is in the interest of conservation and

prevention & waste as contemplated by the New Mexico Oil

Conservation Commission Statutes and regulations.

6. That the N/2 ‘Section 24, T-21S, R-32E and the N/2 -

Section 19, SE/4 SE/4 Sec. 18, S/2 S/2 sec. 17 all in T-218,

R-33E, within the proposed unit -outline is subject to order

" No. R-111-A. Howevér, it is believed that po active potash

nining iS’beiﬁg carried on in or near the proposed unit area,
and said Unit Agreehent includes a Potash Protection Clause.

7. That upon an order beiny entered by the New Mexico
Oil Conservation Commission approving said Unit Agreement, and
after approval therecof the Commissioner of PubliéiLands'of
the State of New Mexico, and after approval by the United
States Devartment of”Interior, an approved copy will-be filed
with the New Mexico Oil Conservation Commission.

WHERSFORE, the undersigned applicant respethully’
requests that a hearing ke held bebre anAexaminer on the
matter of approval of said Unit Agreement, and that upon said
hearing, the Hat Mesa Unit. Agreement be approved by the New
Mexico 0il Conservation Commission as being in the interest
of conservation and the prevention of waste.

Respectfully submitted,
PHILLIPS PETROLEUM COMPANY

BYA\M-OV\ wl(dj.L-_

KELDAHIN & FOX ~ 1
s
|

Post Office Box 1769
Santa Fe, New liexico

Attorneys for Applicant

S B ’
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UNITED STATES st
DEPARTMENT OF ‘THE INTERIOR {2 sl
GEOLOGICA;.. SURVEY S ooep 30
WASHINGTON 25,D.C. R
iceo?

Phillips Petroleum Company -
P. O. Box 791 o
Midland, Tekas 79701

Attention: Mr. Fred Forward

GeotleﬁEn°

i

Your undated application filed on December 19 with the 0il and Gas

Supervisor, Roswell New Mexico, re juests the designation of the
Hat Mesa unit area”"’bracing 7 87 .03 écres, more. or. less, Lea County,
New Mexico, as logically subj%ct to exploration and develonment
under “the unitization provisions of the'iineral 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
YExhibit A, Hat Mesa Unit Avea, Lea County, New Mexico," is hereby
desigvated as a logical unit area. j :

The unit agreement ‘submitted for the area designated should provide
for the drilling of the initial exploratory well to test the Devorian
formations, or to a depth of 15, SOb feet ; The 1961 rgprint of the
standard form' of unit’ ‘agreement: should be used, modified only 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 seleccion 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. Replace the “Fair Employmént"' section of the 1961° xeprint with
the following: : :

”Nondlscrimlﬁatioh' In connection with the performance of work
under this unit agreement, the Opera?orgagrees to comply with
all of the prov131ons of Sectlon 202(1) to (7) inclusive, of
Executive Order 11246 (30 F. R 12319), which are hereby
incorporated by reference in thie agreement u

3. Insertion of the appropriate language required by the State of
New Mexicoo -

EmeI’I" AR . : N REPLY REFER TO:

S S e -




" 4. Additionm of the 'proposed language for the protection of the

potash deposits as a separate gection.

5. The addition of a separate section entitled wconflict of

Superiision“ is per@issible, providéd that such sectiomn is conformed
to the language proposed by your application.

In thevabsence_of‘ahy other type 5f land requiring gpecial provisions

or any objection not now apparent, gaduly executed agreement jderitical
to the 1961 reprint, modified‘onlyjps outlined above, will be approved

if submitted in approvable status within a reasonable time. However,
the right is reserved to deny“appr§valbqf any executed agreement

which, in our opinion, does not have full commitment of sufficient

1ands to afford effective control of unit operations.

Whénétﬁg-ekeéﬁtedf?greement'ié‘trahéﬁitted to the Supervisor for

approval, jnélude the 1atest_staﬁu%%bfféii‘acteage. ‘The format of

the sample exhibits attached to’ the 1961 reprint ‘of 'thie 'standard
form should be followed closely in the preparation of Exhibits A

" and B. ‘

As this unitfarea?cbntains state of New Mexico lands, we are sending

a copy of this letter to the Commiﬁsioﬁer'of public Lafds at Santa Fe.

please contact the State of New México before soliciting joinders,

regardless of prior contacts with or clearances from the State.

Siﬁcerely yours,

Acting Director

et e w——
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i ,
o t |
Ph1]11qupetroleum Co&pany
SRS o Nwdlﬁnd Texas, 79701° ?'
: R : fkb- Hat Mesa Unlt
£l R P ; P Lea cOunty, New Mexico
Ly : ATTENTION: ‘Mr. Fred Forward
Gont]emen~ -
épé éuant to your‘letterfdated~January 20, 1967, and ‘
A R ' ) attachm tq thereto 1nclud1ng‘+he proposed form of agreement i
'24; T ' for the Hat Mesa Unlt Area. i
;é;"i'$v“ S ‘E T flnd thls agregmfnt fol]ows the requ1red form for a
5 o ; qfate ~nd Federal Exploratory Unit and 1nc1udes all the re-
cu1remonts of the gomm1531onor of: Publlc Lands, therefore,
vie appthe the proposea agreement fof &he Hat Mesa Unit as
3‘ to form and confenf §‘ : o
| : Your’Mr. Wo]fenﬁeécgr and Mr} ?arly et with members
of thls offlce and WLth tHe Comm1531oner in July of 1966, and
'fhey dxqéussed w1th us the Hat Mesa ﬁnlt Area and the structure
mao. The Commlssjoner at*that tlme approved the Unit Project,
E : If we can be of further aselstance please feel free to
a]l us. , : :
: I Vnry truly yours,
I COMMISSIONER OF PURLTIC LANDS
BY: oZL&/ ﬁvéﬁ—t/‘/‘//
T o Ted Bil lberry, Dlrocfor
GBH/MM&/%_ : : I 0il ‘and Gas Department
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PHILLIPS PHILLIPS PETROLEUM commuux
m MIDLAND. TEXAS 79701 <
BOX 791 PERMIAN BUILDING oy

EXPLORATION AND PRODUCTION |:>EPARTME§.I
EXPLORATION DIVISION -

o My 24 PH1 27

May 22, 1967

Sta.te of New Mexico

0i1 Conservation Commission
State Land Office Building
Santa Fe, New Mexico

Attention: Mr. A. L. Porter, Jr.

Re: Hat Mesa Unit
Lea County,-New Mexico
Case No.' 3560
-Order No. R-322,

Gentlemen:

Attached hersto please find execut.ed orlglnal by consent and ratification
of the working interest owners and overriding roya.lty interest owners to
the Hat Mesa Unit as spec1fled in paragraph (3) of Order No. R-322!.

We are also enclosmo a photo copy of Cerblflcatlon-Detemmatlon approval
by Robert H. Iyddan, Acting Director of the United States Guological Survey
on May 15, 1967, and designating No. 14-08-0001-8853 to the Hat Mesa Unit
Agreement.

A copy of the approval of the Connn1351oner of ‘Public Lands, State of New
Mex1co , is also included.

All working interest owners have executed the Consent and Ratification to
the Unit and Unit Operating Agreemen’c except Atlantic Richfield (Tract 25
E}du.blt A and B) and all overmdlng royalty interest owners known to us
have consented to and ratified the Unit Agreement.

We' appreciate your prompt attention to thls matter, and if there is anything
further we may do, please advise,

Very truly yours,

Don holfenbe er
Land Sectlon




B . UNITED STATES _ i

e DEPARTMENT OF THE INTERIOR

’ ; . GEOLOGICAL SURVEY

\NASHINGTON D.C. zozaz
MAY 16 1967

; L ; 25
Phalligs Petrolemn COmpany i 2 20t
P o Bbi;791 i
M:Ldln.nd ,*Texss 79701
Gentlemen : ‘. .

i -

_ On Me.y 15 ,F 1967, I{g‘bert H Lyﬂdan, Ac’cing D:Lrector of the Geological
Survey, a.pproved the iIiza.‘l; rMesa. unit agreement, Iea County, New Mexico,
filed by your compai ompany as ; unit operator. This agreement has been
des:!@a:bed No. lh—08-0001-8853 , and is effective as of the date of

, apprcval ‘ ,

' mclosed is one copy= of the a.pproved un:Lt agreement for your records.
,LWe request that you furni h the State ‘of New Mexico, and sny other
vinterested principa.l, with 'whatever evidence of this approval is
deaned apprqpriate. P

: Sincéreiar_ yours,
 Enélgsure
-

Ty
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CERTIF ICATION==DETEXR CANAT TN
14-08-0001 8853 -
Pursuant to the authority vested in the Socretary of Interior,

[ | | under the act approved February 25, 1920, 41 Stat. 437, &s anendad, 30
U, 84 Cy sacs, 182, et #6q., wnd delegsted to the Director of the Geom
logical Survey pursuant to Departmortal Order S0, 2365 of October 8,
1947, X do heredys ‘

A, Wmntumwzormmmm
omummmmm, Lea County, lew Maxioo.
g . B, Certify and deternine that the unit plan of dovelommant
o : "and operation conterplated in the sttachad agreasent is nocessary end
ool L advisable in the puklis dnterest for the purpose of BOXe PrOparly
SR R A C. Certify and dstorming that the drilling, producing, rental,
© | 4 stntem royaity, snd ropity requiscants of 1 Federsl lossas oot
| mitted to sald agreeant are harely establishod, altered, changed, or
mummmmmmumw

Y 15
Dated “A 0

AN e e
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CERTIFICATE OF APPROVAL

COMMISSIONER OF pUBLIC LANDS, STATE OF NEW MEXICO
P nrmwn

L

§

gt

There havu‘ig been presentéd to the underSLgned Commissioner of Publlc

Llands fof the Staite of Nevé exico ‘for exam1nat10n, the attachéd Agreement
for the development and operétlon of acreage which is described: w1th>1n
the attached Agreement, dated March 22, 1967, . , which sa1d
Agreementv ‘has Ibeen executed by partles owning and‘i holding oil and gas
leases and royalty' nterests ' 1n and under the property described, and up-
| i [3d? (N

on examlnatlon of said Agreement the Commissioner finds:

,..:{..

yweos-nc
-

s i
: (a)* That such agreemeiné w111 tend to: promote the conservation
of oil and gas and*the better utlhzatlon of reservoir
; " ene $:4'4 in sa1d area. '

%

v () e

s

g

¥

(b)f’; Thfa- fnd’er the§ proéosedgagreement, the State of New Mexico

; will re ceive 1ts falr shate nf the recoverable oil or gas

H Cin pl cet under its ilands in the &area. :
N

()t That' eac bene;flclaryi Instltutlon of the State of New -

. Mex1co Wlll recexve 1ts fair and: equitable share of the
recoverable oil and gas under its lands within the area.

. ,, ‘ Ly

@ That such agreemené is’ 1n other respects for the best

1nterests of the state, ;w1th respect to state lands.

k

bam

v

Ir ﬂw

1ent however, such consent jand approval belng
to§ sach 1ands w1th1n the Ur§1t Area, which lare!
c: the Unlt Agreement as ‘of thls date, and,; further,
the lands covered ' thereby committed to th:.s Unlt
Agreementgshiall be: and the same are hereby amended to conform w1th the terms

of such UnltF Agreement, and s%ud 1ea3cs shall remain in full force ax%d ef-

3,‘ _1’1i{EREF9RI§ by v1r%:ue of ?the authorlty conferred upon me under
Séctiohs 7=11-39} 7211440, 7-11141, 7-11247, and 7-11-48, New Mexico'
Statutes Annotated, ! 19'33 COmpllath'n, i, the under31gned Commissioner

h?_ ] State of New Mex1co, do *hereby consent to and:
ve

&

o s

, fect 1n accordance wltlr the*terms ‘and’ cond1t10ns of said Agreement. ‘I'hls
) approval ‘is

subject “to aJ.J. of the prov1s:Lons and requirements of the ‘afore-
sald statutes.; ; [

H

™7,

; N WITNESS WHEREOF ‘thls Certlflcate of Approval is executed, w1th ‘seal
afflxed h1§ . “‘o s day of Koy , 19 67

it gy nn vy

DU gy S

N W P

COMMISSIONER OF PUBLIC LANDS
of the State of New Mexico

o e A i

0G-26




4 . . BEFOKE THE OIL CONSERVATION COMMISSION
" OF THE STATE OF NEW MEXICO

| at ;
L]

. IN THE MATTER OF THE HEARING
.° CALLED BY THE OIL CONSERVATION ‘ P
7 COMMISSION OF NEW MEXICO FOR

THE PURPOSE OF CONSIDERING3

'CASE No. 3560 ,
Ordaxr Wo. R=3224

R -~ APPLICATION OF PHILLIPS PETROLEUM
. .COMPANY FOR APPROVAL OF THE HAT MESA
::, . UNIT AGREEMENT, LEA COUNTY, NEW MEXICO.

. “ORDER OF THE COMMISSION

"t BY. THE COMMISSION:

o This cause came on for hearing dt 9 a.m. on April 26, 1967,
-at Santa Fe, New Mexico, before Examiner Elvis A. Utz.

. s.¥.- NOW, on.this__3rd _day of May, 1967, the Commission, a '

©. 17 quorum being present, having considered the testimony, the record,

* g':’f?and the recommendations of the Examiner,. and bexng fully advised

- .in the premises,

g FINDS:

’f‘?f;v (1) That due public notice having been given as required by
’ “law, the Commission has ‘jurisdiction of this causge and the subject

nlmatter thereof. -

(2) That the appllcant, Phllllps Patroleum Company, seeks

-approval .of the Hat Mesa Unit Agreement Coverlﬂg '7874.032 acres,

ﬂ.:more ox - 1ess, of State and Federal lands deacrxbed as £ollows:

LEA COUNTY, NEW MEXICO

' TOWNSHIP 21 SOUTH, RANGE 32 EAST, NMPYM
Section 1l: XLots 11, 12, 13, 14, and S/2

Tl Section .2: Lots 9 through 16 and S§/2
‘ '~ .Section 3: SE/4 _
" . Section 10: E/2 _ : e
. e ~ Sections 11, 12, and 13: All o _
R " Section 14: N/2 and SE/¢

Section 243 N/2

[Foy 7Y [F o0 osn =
P ET T

|

f

?

| ‘
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f ' | !
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. -ratified.

{

-2e R
CASE Nb..aseb SR
Order. No. R.--322f4‘Z |

,séééian 6: Lot 18 and SE/4 SW/4
Sectzon 73 Lots 1, ‘2, 3, 4, E/2 W/2,
) .Zand E/2 T
Sectan 8: "All: » .
Sectzgn ?z W/é
Section 16: *WV?
. Section 17: All
| Séction 18: 'Lots 1, 2, 3, 4, E/2 W/2,

iy - and 2/2
-Séction 19: Lots 1, 2, 3/2 NW/A, and

(3) That approval of the proposed unxt agreement should

i i A

4,i;¢'promote the preventzen of waste and ‘the protectzon of correlative
% 'xights thhzn;the.unnt area. ‘ -

R 1718 THEREFORE ORDERED-‘

_(1) That the Hat Mesa Uhlt Agreement is hereby approved.

(é) That the‘plan contaxned 1n sald unit agreement for the

- developiment and operatlon of the" unlt area is hereby approved in
. principle as a proper conservaflon measure, provided, however,

‘that noththstandlng‘any of the prov1szons contained in said unit
'agreement. thls approval shall not be considered as waiving or

: rellnqulshlng, 1n any manner, any rlght fduty, or oblzgatlon which .

.is8 now, or may hereafter be, vested in the Commission to supexvise
and control operatzons for the exploratlon and development of any
lands commltted to the unlt and productxon of oil or gas therefrom,
i ¢ ; i
(3) That.the unxt operator shall frle with thne Commission
~an executed or*glnal or executed counterpart of the unit agreement
within 30 days after the effectrve date thereof- that in the event

- of subsequent Sofnder by anf party or expansxon or contraction of . -

.the unit area,| the unxt operator shall file with the Commission
within 30 days thereafter counterparts of the unit agreement
reflecting the subscrzptxon of those’ 1nterests having joined or

(4) That! this order shall become effectxve upon the approval

of said unit agreement by the Comm1551oner of Public Lands fox the

- State of New Mexzco and the Director of the United States Geologi=-

cal Survey: that thlsgorder shall termlnate ipso facto upon the
termxnatzon of saxd unxt agreement: and that the last unit

’
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‘designated, . .U
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CASE No. 3560
Order No. R=3224

operator shall ndti,fy the Cowmmission immediately in writing

" .of such termination.

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

 entry of such further -oxdexs as the Commission way deem necessary.

-

DONE at Sapti Fe, New Mexico, on the day and year hereinabove

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

" DAVID F. CARGO, Chairman
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UNIT AGREEMENT = -
FOR THE DEVELOPMENT AND OPERATION

. .OF THE
HAT MESA UNIT AREA
COUNTY OF LEA

STATE OF NEW MEXICO
NO.

THIS AGREEMENT, entered into as of the 22nd day of March , 1967

by and between the parties subscribing, ratifying, or consenting hereto, and

__herein referred to as the nparties hereto,?

WITNESSETE:

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

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437,
as ‘amended, 30 u. s. ’C.”Se’cs. 1813§t seq., authorizes Federal lesseés and
‘j;héir iepresentatives to unite with each other, or jointly or éeparately with
others , in collectively adopting and operating a cooperative or unit plan of
dé\%elopment or operation of any o0il qQr gas pool, field, or like area, or any
part ‘therr‘e‘of for the purpose of more properly conserving the natural resources
théréof whenever determined and certified by the Secretary of the Intsrior to
be necessary or advisé.ble in thefn@blﬁiq interest; and

WHEREAS, the Commissioner of fi‘.%ﬁc Lands of the State of New Mexico
is authorized by an Act of the Legislature ‘Sec. 7-11-39 N.M. Statutes 1953
Anriotaté) to consent. to or approve this agréem’ention behslf of the State of
Nev;v Mexico, in so far as it covers and includes lands and mineral interests
of ‘the State of New Mexico; and

WHEREAS, the 0il Conservation Commission of tne :State of New Mexico

- is authorized by an Act of the Legjslature (Art. III, Ch. 65, Vol. 9, part 2,

Statutes 1953 Annotated) to approve this agreement and the conservation

provisions hereof; and
WHEREAS, the parties hereto hold sufficient interests in the Hat
Mesa Unit Area covering the land hereinafter described to give reasonably

effective control of operations therein; and

-
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WHEREAS, it is the purpose of the parties hereto to conserve natural

‘ f‘esoﬁrces s preireni; v}a'ste, and secure other benefits obtainable through develop-
ﬁxer;t zan‘d operhfi&n of the area subject to this agreement under the terms,

condltlons and lmtatlons herein set forth;
NOW,: T}[EREEOR.E, in con51derat.10n of the premises and the promises

i herem contamed t.he parhles hereto commit to this agreement their respective

: mtezgests in the below-‘defmed unit area, ‘and agree severa.lly among themselves
as .t‘ollows‘

1. ENABL]NG ACT AND REGULATIONS. The Mineral Leasing Act of

: Mbrliary 25, 1920 as amended supra, and all valid pertinent regulations,
mclﬁdmg Operat.lng and unit plan regulations, heretofore issued thereunder

‘: zr%valld » per‘cment and reasonable regtlatlons hereafter issued thereunder

are accepted a.nd made a part of thls agreement as to Federai lands, provided

f_g such:regulatlons ~are not inconsistent with the terms of thls agreement; and

as;.to State of New Mex1co lands, the 0il and gas operating regulations in

,‘vlfect as of the effectlve date hereof governing drllllng and producing
oiaeratlons , not mcons:Lsx.ent with t.he terms hereof or the laws of the State
of New Mexdico are hereby accepted and made 2 part of this agreement.

2. UNIT AREA The followmg described land is hereby designated
and recognlzed as constltutlng the un1t area:

?To.nsmp 21 South, Range 32 East, N.M.B.M,

‘Seétion 1: Lots 11, 12, 13, 14 a.nd S/2
! © 1 Section 2: Lots 9, 10, 11, 12, 13, 14,
‘ : o 15, 16 and s/2
> ~© 'Section 3: SE/l

‘Section 10: E/2

'uectlon 1l: All

Se?tlon 12: All

zSegtlon 13: All

iSeation 14: N/2 and SE/4

§Sectlon 2L: N/2

ETownshlp 21 South, Range 33 East, N.M.P.M.

Section 6: Lot 18, and SE/A4 SW/k
‘Section 7: Lots 1, 2, 3, 4, E/2 W/2, E/2
‘Section 8: A1l

‘Section 9: w2

‘Section 16: V/2

Section 17: Al

‘Seétion 18: Lots 1, 2, 3, 4, E/2 Vi/2, E/2
‘Section 19: Lots 1 2, E/2 Nw/kL, NE/I‘

Containing 7874.03 acres, rore or less

—2-




R

SR N

Exhibit "A" attached hereto is a map showing the unit area and the
boundaries and identity of trécts and leases in said area to the extent
known to the Unit Operator. Exhibit "B" attached hereto is a schedule show-
ing to the extent known to tha-Unit Operator the acreage, percentage, and kind
of ownerskip of oil and gas interests in all land in the unit area. Hov‘;—e'ver,ﬂ
nothing herein or in said schedule or map shall be construed as a represen-
té.tion 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 a#'owned' by
such party. Exhibits "A" and "B" shall be revised by the Unit Operator when-

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

- by the 0il and Gas Supervisor, hereinafter referred to as "Supervisor," or when |

requested by thé‘ Commissioner of Public Lands of the State of New Mexico, hereé
inafter referred to as "Corzimiss’ioﬁef," and n'ot less than six (6) copies of thef ,
revised exhibits shall be filed with the Supervisor, and two (2) copics thereof .
shall be filed with the Commissioner and one (l) copy with the New Mexico 0il
Conservation Commission, hereinai‘t;er referred to as "State Commission.”

The above described unit area shall when practicable beiexpanded to
include therein any additional t’raét or tracts regarded as reasonably necessary
or advisable for the purposes of this agreement) or shall be contracted to
exclude lands not within any participating area whenever such expansion or
contraction is ‘ﬁecessary or advisable to conform with the purposes of this
agreement. Such expansion or contraction shall be effected in the. followingf ,‘
manner: -

(a) Unit Operator, on its own motion or on demand of the Directo?&
of the Geological Survey, hereinafter referred to as ‘:‘Di’rector," or on demand
of the Commissioner, but only after preliminary concurrence by the Director -
and the Conﬁnissioner shail prepare a notice of proposéd expansion or coritr?c—»
tion describing the contempiated changes in the boundaries of the unit area,
the reasons therefor, and the proposed effective date thereof, preferably ‘f,he
first day of a month subsequent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, the Commissioner

and the State Commission and copies thereof majiled to the last known address of

~3-
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éotlce thereo;

f each worklng interest owner, lessee, and ‘lessor whosé interests are affected,
' advising that thlrty (30) days will be allowed for submission to the Unit

; Operator of ahy objectlons.

(c) Upon expiration of’ the 30 ~day perlod prov:ded in the preceding

: item (v) hereof Unlt Operator shall flle with the Superv1sor, the Commissioner
: and the State Comm1351on evidence of mailing of the notlce of expan31on or

% contractlon and a' cOpy of any obJectlons thereto whlch have been filed with

f the Unit Operator, together with an app11cat10n in sufflclent number, for

5 approval of such expan51on or contractlon and wlth approprlate Joinders.

(d) After due conslderatlon of all pertanent information, the
expan51on or contgactlon shall, upon approval by the Director, the Commissioner
and the State Comm1531on, become effectlve as of the date prescribed in the

i : :

(e) All legal subdivisions of unltvzed lands (1 e., 40 acres by
Government survey or its nearest lot or tract equlvalent in instances of
1rregular surveys, however, unusually large lots or tracts shall be considered
1n multlples of LO acres, or the nearfsu allquot equlvalent thereof, for the
purpose of ellmlnatlon under thls subsectlon), no parts of which are entitied
to be in a partlclpatlng area w1th1n five (5) years after the first day

of the month followlng the effectlve ‘date of the flrst initial part1c1pat1ng

: area establlshed under this unlt agreement, shall be eliminated automatlcally

from thls agreement effectlve as of the flrst aay thereafter, and such lands
shall no longer be a part of the un1t area and shall no longer be subject to

thls agreement ﬁnless at the explratlon of sald 5~year period diligent drill-

‘1ng operatlons are in progress on unltlzed lands not entitled to participation,

1n which event all such langs’ snall remain subJect ‘hereto for so long as

‘such drllllng operatlons are contlnued d111gently, Wluh not more than 90
;days’ tlme elap31ng betvieen the completlon of one such well and the commence-
gment of the next such well, except that the time allowed between such wells
;shall not explre earlier than 30 days after the expiration of any period of
%tlme durlng whlch drllllng operutlons are prevented by a matter beyond the

%reasonable control ‘of unlt Operator as set forth in the section entitled

~—
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"Unav01dab1e Delay;" provided that all legal supdivisions of lands not in a
parﬁicipating area and not entitled to become participating under the appli-
cabie provisions of this agreement within ten (10) years after said first
day?of'the ﬁQnth following the effective date of said first initial participat-
ing%area sﬁéll be eliminated as above specified. Determination of creditable
"Unévoidable Delay” time shall be made by unif/bperator and subject to appfoval
of ft,he‘nirector and the Commissioner. The unit operator shall, within 90 days
afﬁ?r the effective date of any elimination hereunder, describe the area so
eli%inéted'to the satisfaction of the Director and the Commissioner and

promptly notify all parties in interest.

If conditions warrant extension of the 10-year period speclfled in this

xR £ A AR b a0

e‘

subsectlon 2 (e), a single extension of not to exceed 2 years may be accomplished
bv'consent of the owners of 90% of the current unitized worklng Jnterests and 60%
of;the current unitized basic royalty interests (exclusive of the basic royalty
inierests of the United States and the State of New Mexico), on a total-nonparticipating
aciéage basis, reépehtivéiy, Qiﬁh approval of the Director and the Commissioner

pr;vided such extension application is submitted to the Commiséioner and the

Dfrector not later than 60 days prior to the expiration of said 10-year period.

‘ Any expansion of the unit area pursuant to this section which embraces
1énds theretofore eliminated pursuant to this subsection 2 (e) shall not be
cénsidered autoratic conmitment or recommitment of such lands.

: 3. UNITIZED LAND AND UNITIZED SUBSTANCES. A1l land commitbed bo
téisfagreementbshall constitute land referred to herein as "unitized land”

o; “land subject to this agreement." All oil and gas in any and all formations
oi the unitized land are unitized under the terms of this sgreement and herein
a}e called "unitized substances."

: L. UNIT OPERATOR. Phillips Petroleum Company, with offices in
ﬁidland, Texas, is hereby designated as Unit Operator and by signature hereto
és Unit Operator commits to this agreement all interests in unitized substances
éested in it and agrees and consents to accept the duties and obligations of
Unit Operator for the discovery, development and production of unitized sub-

stances as herein provided. Whenever reference is made herein to the Unit

Operator, such reference means the Unit Operator acting in that capacity and

-5
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not as ‘an owner of interest in unitrz.ed substances, and the tem "working

f inrterest. own,er" when' used herein shall include or refer to Unlt Operator as

i

the owner oi‘ agworking int erest when such an interest 'is owned by it.

(3

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

,;
X have t.he rlght. ito reslgn at any tme prior to the establlshment of a participat-
‘3 :uég area or areas hereunder, but such resignation shall not become effective

. 80 as to release Um.t Operator from the duties and obligat:.ons of Unit Operator
and fI:'erm:l.nat:-e lfnit Uperator s rights as such for a perlod of ‘6 months after
netlce?of mtentlon to re51gn has been served by Unit Operator on all working

interest owners and the D1rector, the Commissioner and State Commi3310n and

unt:l all wells t.hen drnlled hereunder are placed in a. satlsfactory condltlon

Ior suspenslon or abandonment whlchever is requlred by the Supervisor as to
Fe%deral lands and by the State Comtnlssmn as to Stat.e la.nds unless a new
Unlt Operator shall have been selected and approved and sha]l have taken

: over and a.ssumed the dut.les and obllgatlons of Unit Operator prior to the
explration of sald period.

: Un1t. zOpera.tor shall have the right to resign in like manner and
sub;ject to 11ke lzmtat.lons, as above prov1ded at any time a partlclpatlng

i a.f’ e. esta.bllshed hereunder is in exlstence, but, in all 1ns+a.nces of res:Lgnatlon
?’ 61; removal unt:l a successor unit operator is selected and approved as here-

i.i-

inafter prov1 eid ‘the worklng interest owners shall be jomtly responsible for
. Lo ;
erferm..n ce ’of ft

é dities of unit opernfm' and shall not 1

- L

@D
e}
it
o
1))

'l"

before snch re31gnat10n or removal becomes effective appomt common agent

‘to represent‘ them in'i any action to be taken hereunder.

* The reszgnatlon of Unit Operator shall not release Unit Operator from

: a.ny llablllty for any de:f‘ault by it hereunder occurrlng pI‘lOI‘ to the effective
f' déte of its resignatlon.

’ The Un:Lt Operat.or may, upon default or fauure in the performance
of 1ts dutles or obllgatlons hereunder, be subject. to remova.l by the same
percentage vote of the owners of worklng interests determined in like manner

1
: as hereln provided for tfhe selection of a new Unit Operator Such removal

g shaJl oe effectlve upon notlce thereof to the Director and the Commissioner.

-6




The resignation or removal of Unit Operator under this agreement

shall not terminate its right, title, or'interest as the owner of a working

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

or removal of Unit Operator becoming effective, such Unit Operator shall deliver

possession of all equipment, materials, and appurtenances used in conducting
the unit operations and owned by the working interest owners to the new duly
qualified successor Unit Operator or to the owners thereof if no such new
Unit Operator is elected, to be used for tﬁe‘purpose of conducting unit
operations hereunder. Nothing herein shall be construed as a&ﬁﬂsfizing removal
of any material, equipment and4appurtenaﬁces needed for the preservation of
any wells.
‘ 6. SUCCESSOR UNIT OPERATOR. Whenevér the Unit Operator shall terder
his or its resignation as Uhit'bpéfatér or shall be removed as hereinabove
provided, or a change of Unit Operator is negotiated by working interest
owners, the owners of the working interests in the partféipating area or
areas according to their respective acreage interests in ‘such participating
area or areas, or, until a participating area shall have been established,
the ouners of the working interests according to their respective acreage
interests in all unitized land, shall by'majority vote sélect a successor
Unit Operator: Providea, that, if a majority 5ut less than_75 per cent of .
the working interests qualified to vote are ovwned by one party to this agree-
ment, a concurring vote 6f one or more additional working interest owners
shall be required to select a new operator. Such selection shall not become
effective until:

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

(b) the selection shall have been filed with the Supervisor and
approved by the Commissioner. If no successor Unit Operator is selected
and qualified as herein provided, the Director and Commissioner at
their election may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the

Unit Operator is not the sole owner of—working interests, costs and expenses

-7~
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inéurred by Unit§OEerator in conducting unit operations hereunder shall be

pald and apportloned anong and borne bv the owners of working interests, all

~ in ‘accordance wﬂ.h ‘the' agreerrent or apreements entered into by and between the
‘ Unlt Operator and the owners of workmg interests, whether one or more, sepa-
L rately or collectively. Any agreement or agreenents entered into between

the working 1nterest owners and the Umt Operator as provided in this section,

‘whether one or nére, are herein referred to as the "unit operating agreement.”

H

:Such unlt operatmg agreement shall also prov1de the manner in which the work-

x

1ng interest owners shall be entltled to receive their respective proportmnate

, , :
and allocated share of ’the beneflts accrulng hereto in -conformity with their

i
underlylng operatmg agreements, leases , or other indepéndent contracts , and
such ‘other rlghts and ob11gat10ne as between Unit Operator and the working interest
owners as may be iagreecl upon” by Umt Operator and the working mterest owners,
however s NO snch ;umt operatlng agreer%ent shall be deened either to modlfy any
of the terms and cond1t10ns of thls unlt agreement or to relleve the Unit Operator

of any rlght or obllgatwn eetabllshed under this unit agreement and in case€ of

a:gy xmcons:tstency or confllct between the unit agreement and the unit operating

» agreement th]s umt agreement shall prevall Three (3) true copies of any

un1t operating agreement executed: pvrsuant to this section should be filed
a

‘w1th the Supervzsor and ‘one (1) true copy with the Commissioner, prior to

approval of thlo un1t agreement.

8.' RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise

i

speclflcally prov1ded herem, the exclu51ve right, privilege, and duty of

- exerclslng any and all r:ghts of the partles hereto which are necessary or

i

: convenlent i‘or proispect:mg for, produc:mg, storing, allocating, and distribut
‘ 1ng the unltlzed substances are hereby delegated to and shall be exercised

~by the Unit Operator as’ here:m prov1ded. Acceptable evidence of title to

Sa.ld rlghts shall be dep051ted with sald Unit Operator and, together with

this agreement, shall constitute and deflne the rights, privileges, and

'obiiéations of ‘Un'ii, Operétor. Notbing herein » however, shall be construed

to ’:tr?ansfer title to any:;land or t6 any lease or operating agreement, it

&




being understood that under this agreement the Uni; Operator, in its capacity
i as Unit Operator, shall exercise the rights of possession and use vested
in the parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVEﬁY. Witﬁin 6 months after the effective
date heréc;f, the Unit Operator sh;all begin to drill an adequate test well at
a location approved by the Supervisor if ‘on Federal land-or by the Commissioner’
if on State land, or by 'the'Stateé Commission if on privately owned land, if
o ' any,' unless on such effective date a well is being drilled conformably with
o the termms hereof, and thereafter continue such drilling diligently until the
Devonian formations have been tes’teé or until at a lesser depth-unitized ‘sub—-

stances shall be discovered which can bef produced in paying quantities (to wit:

‘*" e sl quantities sufficient to repsy tl%e costs of drilling, and producing operations,
with a reasonable profit) or the Unit Operator shall at any time estaSlish to
the satisfaction of the Supervisér if on Federal land, of the Commissioner if
v | on State land, or-' of the State Commission if on privately .wned land, that

further drilling of said well would be unwarranted or impracticablé, provided,

L : - " however, that Unit-Cpcrator shall not in any event he required to drill said
S well to a depth in excess of 15 ,500 feet. Until the discovery of a deposit
_.‘ : v of unitized substances capable of being produced in payirig quantities, the

Unit Cperator shall continue drilling diligently one well at a time, allowing

not more than 6 months between the completion of one well and the beginning

of the next well, until a well dapable §f producing unitized substances in

' o ,' paying quantities is completed to the satisfaction of said Supervisor if
i v - it be on Federal land or of the ‘Commissioner if on State land or the State

Cormission if on privately owned land or until it is reasonably proved that =~

the unitized land is incapable of producing unitized substances in paying
quantities in the formations drilled hereunder. Nothing in this section
shall be deemed to limit the right of the Unit Operator to resign as provided
in Section 5 hereof, or as requiring Unit Operator to commence or continue
any drilling during the period pending such resignation becoming effective
in order fo comply with the requirements of this section. The Director and.

Commissioner may modify the drilling requirements of this secticn by granting
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réasonable exten31ons ‘of time when, in thelr opinion, such action is warranted.

- Upon fallure to comply with the drilling prO\rxs:Lons of thls section,
tihe%Dire’ctor and Commi ssioner may, after reasonable notice to the Unit Operator,
a‘:,ndé each working mterest owner, 1essee, and lessor at their last known addresses,
declare th1s unit agreement terminated. L

| 10. PLAN OF FURTHER DEVEIDPMENT AND OPERATION. Within 6 wonths after

completlon of a well ‘capable of producmg unitized substances in paying quantities,
E ol :

-the Un).t Operator shall submib for the approval of the Supervisof‘ and the Commis-
smner an acceptable plan of developnent and operation for the unitized land which,
E%when approved by the Super\rlsor and the Commissioner, shall constltute the further
dnlllng and’ operatmg obhgatlons of the Unit Operator under this agreement for
the perlod S'pet:lfled therem Thereafter, from time to time ‘before the expiration
oi‘ any exlstmg plan the Unit Operator shall submit for the approval of the

; Superwusor and the Commissioner & plan for an addltlonal speclfled period for

the development a.nd operat)_on of the unitized land. Any pilan submitted pursuant
t thls sect:.on shall -rovide for the exploration of the unltlzed area and for

the dlhgent drlllmg necessary for detem:natlon of the area OT areas thereof

i§capable of p*oducmg unitized substances in paying quantltles in each and every
§product1ve formatlon ‘and shall be as complete and adequate as the Supervisor and
:{the Gommlssloner may" determine to be necessary for timely development and proper

conservatlon of the il and gas resources of the unitized area and shall:

(a.) speclfy the nuber and locations of any wells to pe drilled

: and the proposed order and time for such drilling; and

(b) to the extent practlca‘ole specify the 0pe‘ratixig practices
regarded as necessary and advisabie for proper conservation of natural re-

SOUICGS.

| Seps‘.rate:plans may be submitted for separate productive Zones, sub-

ject to the approval of the Supervisor and the Commissioner-

Plans ‘shall be modified or supplemented when necessary to meeb

» changed condltlons or to protect Lhe interests of all parties to this agree-

: ment. Reasonable ‘diligence shall be exercised in complying with the obligations

~10-
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of the approved plan. of development. The Supervisor and Commissioner are

authorized to grant a reasonable extension of the &-month period herein

prescribed for submission of an initial plan of development where such action

is justified because of unusual conditions or circumstances. After ccopletion
hereunder of & well capable of producing any unitized $ubstance in paying
quantities, no further wells, exéept such as may be necessary to afford
protection against operations not under this agreement or such as may be
specifically approved by the Supervisor and the Commissioner, shall be drilled
except in accordance with a plan of development approved as herein provided.
1., PARTI&IPATION:AFTERADISCOVERY. Upon completioh of a well
capable of producing unitiéed substances in paying quantities or as soon
thereafter as required by the'Supefvisof or the Commissioner the Unit Operator
shall submit for approval by the Director and the Commissioner a schedule,
based on subdivisions of the public-land survey or aliquot parts thereof, of
all unitized land then regarded as reasonably provéd to be productive of
unitized substances ihapayiﬁg quahtitieé; all lands in said schedule on
approval of the Director and the Commissioner to constitute a participating -

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

date of the unit agreement, whichever is later. The acreages of both Federal

and non-Federal lands shall be based upon appropriate computations from the
"""""" and distances showi on the last approved public—laqd survey as of the
effective date of the ihitial participating area. Said scﬁédule also shall
set forth the percentage of unitized substances to be allocaﬁed as herein
provided to each unitized tract in the participating area so established,

and shall govern the allocation of production from and after the date the
participating area becomes effective. A separate participating area shall

be established in like manner for each separate pool or deposit of unitized

substances or for any group thereof produced as a single pool or zone, and any

two or more participatiﬁg 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

Commissioner. The participating area or areas so established shall be

“J1-
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revised from time to time, subject to like approval, whenever such action
appears proper as a result of further drilling operations or otherwise, to
include additional land then regarded as reasonably proved to be productive
in paying quantities, or to exclude land then regarded as reasonably proved
not to be productive in paying quantities and the percentage of allocation
shall also be revised accordingly. The effective date of any revision shall
be the first of the morith in which is obtained the knowledge or information
on which such revision is predicated, provided, héwever, that a more appropriate
effective date may be uéed if Jjustified by the Unit Operator and approved
by the Director and the Commissioner. bNo land shall be excluded from a
participating area on account of deplétion of the unitized substances.

It s the intent of this section that a participating area shall
reﬁ;esent the afea knéwﬁ or reasonably estimated to be productive in paiing
quantities; but, regardless of any revision of the participéting‘area, nothing
herein contained shall be construed as -reguiring any retrocactive a@justment
forrproductioh obtained prior to the effective date of the revision of the
participating area.

'In the absence of agreement at any time between the Unit Operator
and ﬁhe Director and?the Commissioner as to the proper definition or redef-
ihition of a participating areé, or until a participating area has, or areas
have, been establishel as provided herein, the portion of all payments affected
fhereby may be impoundé& in é manner mﬁtually acceptable to the owners of
working‘interests, except royalties due the United Sfétes and the State of
New México, which shall be determined by the Supervisor for Federal lands
and the Cummissioner for State lands and the State Commission as to privately
owned lands and the amount thersof deposited, as directed by the Supervisor
and the Commissioner reépectively, to be held as unearned money until a par-
ticipating area is finally approved and then applied as earned or returned in
accordance with a determination of the sum due as Federal and State royalty
on the basis of such approved participating area.

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

as to wellé“drilledrcnvF:deral land and of the Commissioner as to wells drilled
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on State land and the State Commission as to wells on privately owned lands,
that a well drilled under this agreement is not capable of production in
paying quantities and inclusion of the land on which it is situated in a
participating area is unwarranfed, production from such well shall, for

the purposes of settlement among all parties other than working interest
owners, be allocated to the lan& on which the well is located so long as
such land is not within a participating area established for the pool or
deposit from wiich such producﬁiﬁh is obtained. Settlement for working
interest benefits from such a well shall be made as provided in the unit
operating agreement.

12. ALLOCATION o?mébnc'rxou‘; A1l unitized substances produced
from each participating area established under this agreement, except any
part thereof used in conformity with good operating practices within the
unitized érea for drilling; operating,‘camp and other production or develop-
ment purposes, for repressuring or recycling in accordance with a plan of
develdbmént approved by the Suﬁérvisor, and dowmissionér, or unagvoidably
lost, shall be deemed to be prbdﬁcéd 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
under this agreement, each such tract of unitized land shall have allocated
to it suéh percentage of said proﬂuction as the number of acres of such tract
incluaediin said participating a:éa-bears to the total acres of unitized land

in said participating-area, exceptAthax allocation of production hereunder

" for purposes other than for éettlément of the royalty, overriding royalty,

or paymént out of production obligations of the respective working interest

owners, shall be on the basis prescribed in the unit operating agreement

‘ whether ih cdnformity with the basis of allocation herein set forth or other-

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

participating area shall be allocated as provided herein regardless of whether

‘any wells are drilled on any particular part or tract of said participating

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

ing or recycling purposes in another participating area, the first gas withdrawn
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from such 1ast~ment.noned participating area for sale during the life
oi‘ thls agreement. shall be considered to be the gas so transferred until an

amount equal to thét f.ransferred shall be S0 produced for sale and such gas

l

sna_L.L be allocated ?to Ethe part1c1pat,1ng area from which initially produced

as constltuted at the time of such final production.

13. DEVEIDPMENT OR OPERATION OF NONPARTICIPATING LAND CR FORMATIONS.

’ Any pax’ty or part.les hereto own:mg or controlling the working interest in
1 any unltlzed land havmg thereon a regular well location may with the approval

: of the Supernsor as to Federal land, the Commissioner as to State land, and

1,

the otate Comnuss;ton as to privately owned land, and subject to the non-

-1'
¢

: confllct:mg prov:leons of the Unit Operatlng Agreement, at such party's or

partles' sole rlsk costs, and expensp drill a well at such location on such

s y X

land ’co test any formatlon for which a participating area has not been estab-

llshed or to test a.ny formatlon for which a participating area has been estab-

«

1lshed 1f such’ 1ocat10n is not within said participating area, unless w1th1n

90 days of recelpt of notlce from said party of his intention to drill the

well the Unit Opera’c.or elects and commences to drill such a well in like

manner as other wells are drilled by the Unit Operator under this agreement.

5 If any well drllled as aforesaid by a working interest owner results
in productlon suché that the land upen which it is 51tuated may properly be
:aniuded in a parblc1pa’; ing area, such partlc1pat:m,gr area shall be established
or enlarged as prov1ded in this agreement and the well shall thereafter be-
operated by {he Unzt Operator in accordance with the terms of this agreement
:;md;t};e unit operatlng agreement.

If any well drilled as aforesald by a working interest owner obtains
product1§n in quant.ltles 1nsui‘f1c1ent to Justify the inclusion in a participat—
ing area ‘of the 1and upon which such well is situated, such well may be operated
and ,’produced by the party drilling the same subject to the conservation re-
qhixfiem_&éntfs of%this %agi’;eefnent. The royalties in amount or value of production

from aﬁy 'fsuch well :‘sh'z;ll'kbe paid as specified in the underlying lease and

agreieménté affect edﬁ.
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é_ 14. ROYALTY SETTLEHENT. The United States, the State of New Mexico
and other rOyalty:owners who, under existing contract, are entitled to take

! in kind a share of the substances now unitized hereunder produced from any
tract, Shaii hereafter be eﬁﬁitled to the right to take in kind their share of
§ the unitized substances allocated to such tract, and Unit Operator, or in case
of the operation of a well by a working interest owner as herein in specialh

‘ cases provided for, such uofking interest owner, shall make deliveries of

f'* - | such royalty share taken in kind in conformity with the applicable contracts,

Lo e i laws, and regulations. Settlement for royalty interest not taken in kind shall

be made by working interest owners responéibievtherefor under existing contracts,

laws and regulations on or before the last day of each month for unitized

substances produced during the preceding calendar month; provided, however,

that nothing herein contained shall operate to relieve the lessees of.agy land
fror their respective lease obligations for the payment of any royalties aue
under their leases.

If gas obtained from lands not subject to this agreement is introjuc
ed into any participating area hereunder, for use in repreSsaring, stimulation
of pfodvction, 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
ting area 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 extracted therefrom; provided
that such withdrawal shall be at such time as may be provided in the plan of

operations or as may otherwise be consented to by the Supervisor and the Commissioner

; as conforming to good petroleum engineering practice; and provided further, that

such right of withdrawal shall terminate on the termination of this unit agreement.
Royalty due the United States shall be computed as provided in the

operating regulations and paid in value or delivered in kind as to all unitized

substances on the basis of the amounts thereof allocated to unitized Federal

land as provided herein at the rates specified in the respective Federal leases,

or at such lower rate or rates as may be authorized by law or régulation;
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'provided, that for Jeases on which the royalty rate depends on the daily

a\}eraée ﬁroductlon per well, said average production shall be determined in

I3

|
; ;&
ac cordanée w.thh the operating régulations as though each partlclpatlng area

¥

G dead
were a smgle consolldated lease.
-

Royalty due the State of New Mexico shall be computed and paid on the

ted to unitized State land as provided herein at the

v ri';te {xspec:.i‘led in the State oil and gas lease. B

Co
i  Ro yalty due on account of privately owned lands shall be computed and

s of all unltlzed substances allocated to such lands.

l”ji. RENTAL SETTLEMENT. Rental or minimum royaltles due on leases
cfomﬁ:l.tted hereto sha.ll be paid by working interest owners responsible therefor

ﬁndeir" exlst ing contracts, laws, and regulations, provided that nothing herein

i ]
éqnt’alned shall operate to relieve the Jessees of any land from their respective
-‘fleasie obllgatlonssfor the payment of any rental or minimum royalty in lieu

:thereoff due‘ under their leases. Rental or minimum royalty for lands of the

3
Umted St tees subject to ‘this agreement shall be paid at the rate specified

;
in the respectlve leases from the United States unless such rental 0»' minimum

i
roycl.lty, is walved suspended, or reduced by law or by approval of the Secretary

: ;or 'hls gduly authorlzed representative.

L ﬁentals on State of New Mexico lands subject to this agreement shall

§be ]:>a1d atgthe rates specified in ihe respective leases.

i ‘
Federal land containing provisions

¥ ‘ W:Lth respect to any lease on non-

| ‘which would termlnate such lease unless drilling operations were within the

time therem speclflec commenced upon the land covered thereby or rentals

the rentals

xpa.ld for the pr:nrllege of deferring such drilling operations,

requlred thereby shall, notwithstanding any other provision of this agree-

}

‘ment be deemed to acerue and become payable during the term thereof as

’ xtended by thls agreement and thereafter until the required drilling opera-

tlons fare! commenced upon the land covered thereby or someé portion of such

! 13}1d is ﬂgcl\;ded within a participating area.

?161 CONSERVATION. Operations hereunder and production of unitized

S
substa.ncefs shall be conducted to provide for the most economical and efficient

~16-




recovery of said substances without waste, as defined by or pursuant to State
| ’ or Federal law or regulation.

17. DRAINAGE. The Unit Operator shall take appropriate and adequate

measures to prevent drainage of unilized substances from unitized land by wells
or land not subject to this agreement, or, with the prior consent of the
Director and the Commissioner, pursuant to applicable regulations pay a

fair and reasonable compensatory royalty as determined by the Supervisor as

to Federal leases and the Commissioner as to Staté leases. |

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,

conditions:, and provisions of all leases, subleases, and other contracts re-
lating to exploration, drilling, development, or operation for oil or gas of
lands committed to this agreement are hereby expressly modified and amended

to tﬁe extent tnéceés‘afy to make the same conform to the provisions hereof,
' but otherwise to remain in full force and effect; and the parties hereto hereby
consent that the Secretary as to Federal leases and the Commissioner

as to State leases shall and each by his approval hereof,' or byb the approval ’

hereof by his duly authorized representative, dogs'hereby establish, alter,

e RN 1

change, or revoke the drilling, producing, rental, minimum royalty, and
royalty rei;uifemenﬁs of Federal and State leases committed hereto and the
regulations in respect thereto to conform said requirements to the provisions
of this agreement, and, without limiting the generality of the foregoing, all

leases, subleases, and contracts are particularly modified in accordance

with the following:

(2) The development and operation of lands subject to this agree-
ment under the terms hereof shall be deemed ful].»perfor‘mance of all obliga-

tions for development and operation with respect to each and every part or

separately owned tract subject to this agreement, regardless of whether there.
is any development of any particular part or tr;ct of the unit area, notwith-
standing anything to the contrary in any lease, operating agreement or other

- contract by and between the parties hereto, or their respective predecessors
in interest, or any of them.

(v) Drill‘ing and producing operations performed hereunder upon

~17-
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éﬁy tract of unitized lands will be accapted and deemed to be performed

ﬁboh%and for the benefit of;each and every tract of unitized land, and no

- lease shall be deered to expire by reason of failure to drill or produce wells

sitvated on the land therein erbraced,

I 5 BT o

1 ; (c) Suspen51on of drllllng or produclng operations on all unitized

1§nde p&rsﬁént to direction'or consent of the Secretary and the Commissioner,
o? tﬁeif d&ly authorized representatives, shall be deemed to constitute such

suspens on pursuant to such direction or consent as to each and every tract
ogiunitiZed land.
(d) Each lease, siblease or contract relating to the exploration;

H]

By
ii

' drillingi development%or operation for oil or gas of lands, other than those

i

: of‘the Unlted Stuytes and State of New Fex1¢o, committed to this agreement,

i
whlch by 1ts terms mlght explre prlor to the termlna ion of this agreenent

Ut
1s hereby extended beJond any such term so provided therein sc¢ that it shail

beﬁcoﬁtiﬁued in full force and effect f~r and during the term of this agree-

" ment.

(e) Any Federal lease for a fixed term of twenty (20) years or
any renewal thereof or any part of such lease whlch is made subJect to this

agreement‘shall ~onf1nue in force beyondrthe tern. provided thereln until the

i B

termlnation rereof Any other Federal lease committed hereto shall continue

‘niforce beyond the terr so prov1ded therein or by law as to the land committed

SO gong as such lease remalnstubJect hereto, provided that production is

*hadVin*paying?quantitiés under this unit agreerent prior to the expiration

'date of the term of such lease, or in the event actual drilling operations-

are cormenced on unitized land in accordance with the provisions of this
agreement,éprlor to the end of‘the primnary term of such lease and are being

diligently%prEEecuted at thatﬁiime, such 1ease shall be extended for two

in accordance with the provwslons of the Mineral Leasing Act Revision of 1960.
(f) Each sublease or contract relating to the operation and de-

veloprent of uUnitized substancés from lands of the United States committed

to tﬁis%agréeﬁent, which by its terms would expire prior to the time at which

~-18-
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the underlying lease, as extended by the immediately preceding paragraph,
will expire, is hereby extended beyond any such term so provided therein so
that it shall be continued in full force and effect for and during the term
of the underlying lease as such term is herein extended.

(g)- Any lease embracing lands of the State of New Mexico which is

made subject to this agreement, shall continue in force beyond the term

provided therein as to the lands committed hereto until the termiration

hereof, subjéct to the provisions of subsection (e) of Section 2, and sub-
section (i) of this Section 18. |

(h) The ségregation of any Federal lease committed to this agree-
ment is governed by the following j:rovisibn in the fourth paragraph of Seec.
17 (3) of the Minerzl Leasing Act, as amended by the Act of September 2, 1960

(7 Stat. 781-78L): "Any (Federal) lease heretofore or hereafter connnitted;i

_to any such (unit) nlan embracing lands that are in part within and in part

outside of the area covered by any: such plan shall be segregated into separate

leases as to the lands committed and the lands not:committed-as of the effeétive

date of uniti?ation:' Provided, however, that any such lease as to the non-
unitized portion shall continue in‘force and effect for the term thereof but
for not less than two years from tbe date of such segregation and so long '
thereafter as oil or gas is prbducs}d 1n paying quantities.” |
(i) Any lease embracing‘glands of the State of New Mexico having

only a portion of its lands committed hereto, shall be segregated as to the

' portion committed and the portion not committed, and the provisions of such

lease shall ajﬁply separately to such segregated portions commencing as of
the effective date hereof; provided, however, not.wit.hsténding any of the
provisions of this agreement to the contrary any lease embracing lands of
the State of New Mexico having only a portion of its lands committed hereto
shall continue in full force and effect beyond the term provided therein as
to all lands embraced in such lease, if oil or gas is discovered and is
capable of being produced in paying quantities from some part of the lands

erbraced in such lease at the expiration of the secondary terir of such lease;

-19-
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6r if; at the exp‘iratib}l of the secondary term, the Lessee or the Unit Operator
is then engaged in bona fide drllllng or reworking Operatlons on some part

of the larls embraced in such lease, Lhe same, as to all lands embraced
therern, shall remaln 1n full force and effect so long as such operations

are belng dlllgently prosecuted and if they result in the production of oil

or gas, said lease shall contlnue in full force and effect as to all of the

i lands embraced thereln, so long thereafter as oil or gas in paying quantities

ﬁ 1s belng produced from any portlon of said lands.

i

%,5 % 19 COVENANTS RUN WITH LAND. The covenants hereln shall be construed

; A

% to be covenants‘ruhnlng w1th the land with respect to the interest of the

gparties hereto and thelr successors in interest until thlS agreement terminates,

|

'éand any grant transfer,'or conveyance, of interest in 1and or leases subject
ihereto shall be and hereby is condltloned upon the assumption of all pr1v1leges

?and obllgations hereunder by the grantee, transferee, or other successor in

élnterest No assignment or transfer of any working 1nterest royalty, or

2

: other 1nterest subgect hereto shall be binding upon Unlt Operator until the

first%day of the calendar month after Unit Operator is furnlshed with the

‘orlglnal, hotostatlc,‘or certlfled copy of the 1nstrument of transfer.

% i f 20 EFFECTIVE DATE AND TERM. This agreement shall become effective

upon approv%l by the Secretary and the Commissioner or thelr duly authorlz—

: d r’presentatlves as of the date of approval by the Secretary and shall

termlnate flve (5) years from said effective date unless:
(a) such date of explratlon is extended by the Dlrector and the

Comn1331oner, or

i (b) ; téls reasonably determl ed prior to the explratlon of the
fix%d term or ahyiextenslgn thereof that the unitized land is incapable of
prod;céioh o%:uhiéized substances in paying quantities ir. the formations
testedjhereuhder andkafter notice of intention to terminate the agreement
on snch ground isiéiVEn by theZUnit{Operator to all parties in interest at

their last known addresses, the agreement is terminated with ‘the approval of

- i. : H . s N . . i .
. the Director ‘and Commissioner, ‘or
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(¢) a valuable discovery of unitized substances has been made or
accepted on unitized land during said initial term or any extension thereof,
in which event the agfeement shall remain in effect for such term apd so long
as unitized substances can be produced iﬁ quantities sufficient to pay for :
the cost of producing same from wells on unitized land within any participat-
ing area established hereunder and, should production cease, so.long there-
after as diligent operations ‘are in progress for the festoratiOn‘of prbductiOn
or discovery of new production and so long thereafter as the unitized substances
so discovered can be proauced as aforesaid, or

(d) it is terminated as herstofore provided in this agreement.

. This agreement may be terminated at any time by not less than 75
per centum, on an acreage basis, of the owners of working interests signatory {

hereto, with the approval of the Director and Commissioner; notice of any

'such approval to be given by the Unit Operator to 211 parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The,Director g
is hereby vested with authority to alter or modify from time to time in his :
discretion the’quantity and rate of production ﬁnder this agreement when such
quantity and rate is not fixed pursuant to Federal or State law or does not ‘ é
¢nnform to any state-wide voiﬁntary'conservation or allocation’ program, which :
is established, recognized, and generally adhered to by tie majority of
operators in such St
or modification in the public interest, the purpose thereof and the public
interest to be served thereby to be stated in the order of alteratioﬁ or
modification. Without regara to the foregoing, the Director is also hereby
vested with authority to alter or modify from time to time in his discretion
the rate of prospecting and development and the quantity and rate of production
under this agreement when such alteration or modification is in the interest
of attaining the conservation objectives stated in this agreement and is not

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

- no such alteration or modification shall be effective as to any land of the

- State of New Mexico, as to the rate of prospecting and developing in the

21~
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absence of the speciflc written approval thereof by t.he Commissioner and
as to a,ny lands of the State of New Mexico or prlvately owned lands subject

‘to thls a,greementf as to the quant.lty and rate of product.mon in the absence

i

'of specific writtén approval theréof byithe State Commd ssion.

Lol Lk

* Poweérs' in this ‘section-vested in the Director shall only be exercis-
; ed after notice to Unit Operator and opportunity for hearing to be held not
{ 1éss than 15 days from!notice. : ‘

1
H

22, CéNfI.ICT OF SUPERVISION. Neither t.he Un:Lt Operator nor the

‘ '—-ork:'.ng ;mterest owners nor any of them shall be sub,jec:*L te any forfelture,

termmatlon or exp:.ratlon of any’ rlghts hereunder or under any leases or

contracts sub;]ect hereto , or to anw per'a.lty or 11ab111t.y on accotunt of delay

ior fé:lure in whole or in part to comply m.th any appllcable prov1sion there-

of to the ext.ent that the Unit Operator, working mterest owners' or any of
them are hmdered deLayed or prevented from complylng therewith by reason
of fallure of the Unlt Operator to obtam in the exercise of due’ dlllgence,
r - the concurrence of proper rapresentatlves of the Umted States and proper

repxesentatlveS' of t.h;e Stat': of 'New nglco in and‘abéut any n-at.ters or thing

concerning which it is required herein that such concurrence be ‘obtained. ;

e ) ?I‘heépanies heﬁété, including ths State COxmnissioﬁ, ’égree that all -powers

a.nd aixt.hority v‘es:t.ed'i:in the State Commission in aild'by any pmvisions of this

S s agre ent. are vested in the State Connn.1551on and shall be exercised by it
F& ‘ pursua.nt to thé provisions of the laws of the State ’of New Fenco and subject
4

1n any case totappeal or Judlclal rev1ew as may n,ow‘or hereafter be provided

: by the laws of the State of New Mex:Lco. ’
{ ' "” 23. APPEARANCES Unit Operator shall, aftor notice to other parties

" aff:ected s havej the fight to appear for and on behalf of any and all interests

; afi'ect.ed herebfiy befére the Deﬁartment of the Intiéri%r, the Comthissioner of

’ : : Pufblic Lands of the State of New Mexico and the New Mexico 0il Conservation

‘ ~ ’ " Commission and to ai)peal from orders issued under the regulations of said

| Department, t-he ‘State Commission or 'Commissionerg or to apply for relief from
any of éaid r;égﬁlatfions or in any pf‘oceedings rélativeto operations before

the Department 5¢ the Intéfior, the' Conunissionef', ‘or State Commission or any

-5




% other legally constituted authority: provided, however, that any other interested
party shall also have the right at his ;ﬁn expense éo be heard in any such pro-
ceeding.
24. NOTICES. All notices, demands or statements required here-
under to be given ‘or rendered to 'the“parties hereto shall be deemed fully
given if given in writing and personally delivered to the party or sent by
postpaid registered or certified mail, addressed to such party or parties
at their respective addresses set-forth in connection with the signatures
h.ereto or to the ratification or consent hereof or to such other address as
- =

any such party may have furnished in writing to party sending the notice, : :

% FTECITS ¢ PO K
PR i ’"wf' CE R o I TN
[ N

demand or statemérit

25, MO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement con-

T TSR
TR

4 A

i3 s .

ipined shall be construed as a waiver by any party hereto of the right to
assert any legal of constitutional right of‘défense as to the validity or
invalidity of any law of the State wherein said unitized lands are located,
or of the Uni't:ed\siates , or regulations issued thereunder in any way affect-
] ing such party, or as a waiver by any such party of any right beyond his or
E : its authority to waive.

26. UNAVOIDABLE DELAY. All obligations under this agreement

requiring the Unit Operator to comménce or contimue drilling or to operate

on or produce uniilized substances from any of the lands covered by this
agreement shall be suspended whilé, tut only so long as, the Unit Operator
despite the exercise of dﬁe care and diligence is prevented from complying
with such obligations, in wholé or in part, by strikes, acts of God, Federal,

State, or municipal law or agencies, unavoidable accidents, uncontrollable

delays in transportation, inability to obtain necessary materials in open

market, or other matters beyond the reasonable control of the Unit Operator

whether similar to matters herein enumerated or not.

rirr

27. NONDISCRIMINATION. In connection with the performance of work

under this agreement, the operator agrees to comply with all of the provisions

of Section 202 (1) to (7) inclusive, of Executive Order 11246 (30 F.R. 12319),

which are hereby incorporated by reference in this agreement.
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* : : 28. RECLAMATION LANDS‘. Nothiiig in this agreement shall modify the

AN R W s ok P

: sp’ecifa.l, Fe&e‘ralf—-léa’ae stipulations, if éx_)y, appliceble to lands under the jurisdic-
: % e . ltfon 501‘ the Bureau of Reclamation. '

i 3‘? SN | 29. 10S$ OF TITLE. In the event title to any tract of unitized

| lénd shall fall ‘and the true owner cannot be induced to join in this unit

I T ' agreement, such ::tra"ct shall be automatically regaﬁded as not cormitted here-

40 H 1 to and there shAll be such readjustment of fubure costs and benefits as may

be required on é.ccoun‘_h of the loss of such title. In the event of a dispute

| as to title as to any royalty, working interest, or other interests subject
t there‘i’.o s pa&finenﬁ or delivery on account thereof may be withheld without lia-
§ bility for inte?est until the di%ﬁute is finally settled; provided, that,

as to Federal and State land or leases, no payments of funds-due the United

St.ates or the Sta.te of New Merico should be withheld, but such funds of the
Unlted States shall be deposited as directed by the Supemsor and such funds
of the State of New Mexico shall be deposited as directed by the Commissioner
to be held as unea.rned money pendmg final settlement of the title dlspute,

a.nd t.hen applled as earned or returned in accordance with such final settlement.

Unit Operat.or as such 1s relieved from any responsibility for any

oo defect or fallure ‘of any title hereu.nder.
:30‘.E NON—JOINDEB AND SUBSEQUENT JOINDER. If the owner of any sub-

e

'stantial interest in a tract within the unit area fails or refuses to subscribe
Lor ‘consent, ‘to this agreement, the owner of the working interest in th

may withdraw sald tract from th:s agreement by written notice to the Director,

&

fthe Conmssmner, and the Unit Operator prior to’ ‘the approval of this

?agreement by the Commissioner and the Director. Any oil or ges interests

'3 in lands w1th1n the unit. area not cormitted hereto prior to submlsss.on of this

R
” WA ke

1 fagreement for final approval may thercafter be cormitted hereto by the owner or
. : ; Jow‘fhers thereof subscribing or consenting to this agreement, and, if the interest
‘ is? a working intérest, by the owner of such interest also subsecribing to the

i
1 - unit operating agreement. ~After operations are commenced hereunder, the right

of subsequen®: joinder, as provided in this section, by a working interest owner

~24-




is subject to such requirements or approvals, if imy, pertaining to such Joinder,

as may be provided for in the unit Operatfing agréemént. After final approval
hereof joinder by a non-working interestjéowner nnist be consented to in writ-
ing by the wquing interest owner commiﬂted hereif‘o-and responsible for the
payment’ of any benefits that may accrue ghéreundefr'in behalf of such non-work--
ing interest. Joinder by any owner of é'non—wofking interest, at any time, must
be accompa.med by appropriate joinder by the owner of the corresponding working

interest in order for the interest to be regarded as committed hereto. Joinder

‘to the umit- greement by_a working mterest owner, at any time, must be ac-

companied by appropriate joinder to th;e unit ojperatmg agreement, if more than
one committed working interest owner is mvolved , in order for the interest
to be regarded as committed to this uﬁit agreément Except as may otherwise

here.m be prov1ded subsequent Jo:mders to th:Ls agreement shall be effective as

A of- the first day of the month follow:mg the f111ng with the Superv:.sor and

the Commissioner of duly executed cognterpax*bs of 'all or any papers necessary'

to establish effective commitment of any traét to this agreement @eSs objection
to such j/o‘.indé\rzié duly made within r60 days by the Director or the Commissioner,
provided, that as to State 1ands'al]i subsequent jbinders must be approved by the

Commissioner.

A S s s e

31. PROTECTION OF POTASH DEPOSITS. No. weils will be drilled for oil
or . gas at a location on Federal lands whlch in the opinion of the Supervisor or
at a location on State lands whlchgf in the Qp:mlon of the Commissioner would result
in undﬁe waste of potash depo‘sits‘fbr const;.iltuté a hazard to or anduly interfere
with mining operations being condi;cted for the éxtr;ction of potash deposits.
| The drilling or abandonéxent of any well on unitized land shall be
done in accordance with applicgbl}a oil and gas operating regulations, including
such regquirements as to"Fé;ieVr;li );éhds as ma.y be prescribed by the Supervisor and
as to State lands by the Commissfioner, aé necessary to prevent the infiltration
of o0il, gas or water ‘into formatlons containing potash deposits or into mines or
workings being utilized in the gxt.ractlo,n of such deposits.

Well records and survéy plats 5that an oil and gas lessee of Federal

lands must file pursuant to appiicable é>perating regulations (30 CFR Part 221)

shall be available for inspect::ion at the Office of the Supervisor to any party

25—
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B
holding a pc;tash permit or lease on the Federal land on'which the well is
F E ‘ situated f‘insfofar as such records are pertinent to the 'niiﬁi‘ﬁg and protection
of potash' deposits.
I ;’ 32. COUNTERPARTS Thls agreement may be executed in any number
: of counterpa.rts no one of which needs to be executed by all parties or may be
E{ R T T ratlfled ﬂor consented to by separate instrument in wra.tlng specifically
E4 ' 1 : refemng hereto and shall be binding upon all those partles who have executed /,
F Lo such a counterpart, ratlficatlon, or consent hereto with the same force and :
effect as 1f all such parties had signed the same document and regardless of
whether or not it is executed by all other parties owning or clal.tnlng an interest
in the lands within the above-described unit area. k
IN WITNESS WHEREOF, the parties hereto have caused this agreement
: to be! executed and set opposite their respective names t.he date of execution.
| UNIT OPERATOR AND WORKING INTEREST OWNER
- o U APPIOVED BY
Date 3/, /F&7 PHIZLIPS PETROLEUM COMPANY e
; 4 / . ;
P. O. 'Bo" -
Midland, Texas 79701
; ttorney-in-Fact |
PHILLIPS ?cTROLEUH Co. |
OTHER WORKING INTEREST OWNERS
Date:__. | UNION OIL COMPANY OF CALIFORNIA
L &
S Date: . GULF OIL CORPORATION
: Pl By. |
Date:__~ | RALPH LOWE ESTATE
§ ; By e
Date: . | UNION PRODUCING COMPANY 3 ‘ ;
.
i
-6~




Date: PAN AMERICAN PETROLEUM CORPORATION
By

Date: SINCLAIR OIL & GAS COMPANY
By

Date:__ . _ SUPERIOR OIL COMPANY B
N |

' THE STATE OF TEXAS  §
COUNTY OF MIDLAND  §

BEFORE ME, the undersigned authority, a Notary Public in and for said

County and Statie , on this day personally sppeared FRED FOMKBb‘, Attoi'neyi—inlfact
for PHILLIPS PETROLEUM COMPANY, known to me to be the person whose name is sub-
Scribed to-the foregoing instrument, and acinowledged to me that the sanie was the
act of the said PHILLIPS PETROLEUM COMPANY, a corporation, and that he executed
the same as th_é act of such corporation for thé purposes and tonsideration f:here—
in expressed, and in the capacity therein stated.

GIVEN UNDER MY HAMD AND SEAL OF OFFICE this the 2/07  day of

W L , 1967,

Notary Public in and for Midland County,
Texas. Lorrcine A Galoo
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SCHEDULE SHOWING ALL LANDS AND OWNERSHIP

EXHIBIT “B"

WITHIN THE UNIT AREA

HAT MESA UNIT, LEA COUNTY, NEW MEXICO

“TRAGT  DESCRIPTION, " IEASE NO. & BASIC MOYALTY OVERRIDING ROYALTY “WORKING INTERI
NO. OF LAND ACRES ~ EXP. DATE  AND PERCENTAGE  LESSEE OF RECORD AND PERCENTAGE ANP PERCENTA(
; 1. T-21S, R-32E 480,00  NM-02668, U.S.A:: 12-1/2% Phillips Petroleum Co. Beard Oil Co.- 2-7/8% | Phillips Petrc
Sec. 1: Lots 11, 12, 8-31-67 (2) / Amax Pet.- Corp.- 1-1/8% "
- 13, 1, S/2 Bruce Anderson- 1-3/4L%
£ Vola V. Bunnel- 3 of 1%
: 2. Te218, RUE 80.00 NM-028705  U.S.A.: 12-1/2% FPhillips Petroleum Co. Bryan Bell-Production Phillips Petro
Sec. 3: E/2 SE/4 5-31-67 (2) payment of ‘$750 per acre
. out of 5%
3. 1218, R-32E T 240,00 NM-061261 U.S.A.: 12-1/2% Estate of Ralph Lowe, None . Estate of Ralp
. Sec. 14: NW/4, 5-31-69 (2) Deceased Deceased
N/2 SE/4
L. T-21S, R-32E. 640.00 NM-061261-A U.S.A.: 12-1/2% Union 0il of -Calif. Fred Goodmin- 1-1/4%. Union 0il of C
Sec. 13: N/2, 5-31-69 (2) Est. of Ralph lowe- 1-1/4%
N/2 8/2 , Vola Horst Bunnel- 2-1/2%
Sec. 15: NE/SL ,
5, 7-215, R-32E 160.00 NM-093840  U.S.A.: 12-1/2% FPhillips Petroleum Co. Pubco Pet. Corp.- 13-1/2% Phillibs Petro
| Sec. 2: Lots 11, 12, 7-31-70 (2) ' ~ oTP / Hhhs Fetro
6. T-215, R-33E 160.00 NM-0120543  U.S.A.: 12-1/2% Gulf Oil Corp. Gerald T. Tresner— 5% S
Sec. 18: NE/4 1-31-71 | resner- 5% Gulf 0il Corp.
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: TR EXHIBI’P ngn
N T samwu-: SHOWING ALL 'LANDS AND OWNERSHIP
L P L : | . WITHIN THE UNIT AREA
S AR «HAT MF.SA UNIT, LEA COUNTY, NEW MEXICO
I ! ! :
REE | zgggﬂé LAND
t v i ’: ‘

i OVERRIDING ROYALTY WORKING INEREST
IESSEE OF RECORD AND PERCENTAGE ANF' PERCENTAGE

 Phillips Petroleum C6. Beard 0il Co.- 2-7/8% Phillips Petroleum A
Amax Peti Corpi- 1<1/8% o
Bruce Anderson= 1-3/L%
Vola V. Bunnel- 3 of 1%

. 80.00 N-026705, . 1 UiS.A.: 1241/2%  Phillips Petroleum Co. Bryan Bell-Production Phillips Petroleun Al
b 5 31-67 (2) IS U R payment of $750 per acre
e o A SR S S A B : out of 5% -

ik Lo ; RN R S - o |
Er b TS ST VRN SN NS NSRS R S U T S A o « : . ~
any y ZQQ.OO NH—O§6126];. ot U.%S AL 12'}1/2% 'Estat%e Ofna.l.pn Lowe, None Estate of Halph IDWG, An

e ‘;5131*-69 (2) . 1. Deceased Deceased

;NH-061261-A 'U.S.A.: 12-1/2% ‘Union 0il of -Calif. Fred Goodmar- 1-1/1.% ~ Union 0il of Calif. Al
15-31-69 (2) Lo L 3 Est. of Ralph Lowe- 1-1/4% ,
_ SRS I ; Vola Horst Bunnel- 2-1/2%

1

Phillips Petroleum Co. Pubco Pet. Corp.- 12-1/2%  Phillips Petroleunm An

H
1

‘ 16000 NM-O9381+0 Sl
12, 7"’31'70 (2)

b 16000 Nu-omm Gulf 0il Corp. Gerald T. Tresnér- 5% Gulf 0il Corp. ALl

x1-31-71
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Sec. 3: W/2 SE/4

DESCRIPTION TEASE NO. & BASIC ROYALTY ‘ OVERRIDING ROYALTY
OF mm ACRES EXP. DATE  AND PERCENTAGE  LESSEE OF RECORD AND PERCENTAGE
T-218, R—32E 711.69  NM-0202296 U.S.A.: 12-1/2% Gulf 0il Corp. Walter L. Morrison~ 5%
Sec. 2: Lots 9, 10, 6-30-73 Lo
15,716
Sec. lO SE 1+
Sec.’'13: S/2'S/2
Sec. 14:.8/2 SE/4
7215, R-33E
Sec. 183 Lots: T, 2,
E/2 Nw/h
8. T-218, R;-BP.E 80.00  NM-0239367 U.S.A.: 12-1/2% Pan American Pet. Corp. Bertha W. Hendel- 5% Pan Amerzica‘n
Sec. 12:15/2 SE/L, - 3-31-72 :
9. T-215, Ri32 320.00 NM-0257272  U.S.A.: 12-1/2% Phillips Petroleun Co. R. L. Grady- 1-1/4% Phillips Pet
Sec, 11: 5-31-72 Lo Amco 0il Corp.- 3-3/4%
10. T-21S, RI32E 320.00 NM-0257272-A U.S.A.: 12-1/2% Gulf 0il Corp. E. Jeanne Slaydon- L% Gulf 0il Cor
Sec. 12: LW/2 5-31-72 ,
11. 7215, RBE- €0.00 NM-0325223  U.S.A.: 12=1/2% Union Oil of Calif. John A, Wyman- 2-1/2%  Union Oil of
Sec, 12: w/z NE,fz,, 11-30-72 Ted A. Beach- 2-1/2%
12, T-zlsLa_fng 160.00 ' NM-0362177 U.S.A.: 12-1/2% Superior 0il Co. None Superior 0il
Sec. 10: NE/L 11~30-73 . .
13, T-21S, R-32E _ 80,00 NM-0481118  U.S.A.: 12-1/2% Phillips Petroleum Co. Curtis R, Inman- 5% Phillips Pet
: 12-31-73 :




PAGE 2

mmc INTEREST

: ! LEASE NO. & BASIC BOYALTY

EXP. DATE AND PERCENTA@

i

LESSEE OF RECORD

OVERRIDING ROYALTY
AND PERCENTAGE

AND PERCINTAGE

711 69

B &5—;& &
£ 320.00°
320 00!

' 8.00

160 oo_

K)OO

J._.i.‘x__? _‘_

| 11223173

m—ozozz% u.s A 12-1/2%

6-30—73

Wi0230567  fuishii
32

jm-ozs7z7z

UiS.A. 12-1/2%
:;5 -31-72 : :

NM-0257272-A LULSIAL: 12-1/2%

; 5-31-72

MB 25223
13072

NM—0362177
11-30-73

NM—OLBIllS

éU.sijA.:: 12-1/2%

v.siA.r 12-1/28

el s M RS AR G A R v s EelooRe o oy #

VRV A

U.SiA.: 12-1/2%

Gh‘ 1 011‘5 Corp.

Phi:llipé Petroleum Co.

Gulf 0il Corp.
Union Oil of Calif.
Superior 01l Co.

Phillips Petroisum Co.

Pah’ Ametican Pet. Corp.

Walter L. Morrison- 5%

_ Bertha W. Hendel- 5%

R. L. Grady- 1-1/4%
Amco 0il Corp.- 3~3/4%

E. Jeanne Slaydon- L%

John A. Wyman- 2-1/2%
Ted A. Beach- 2-1/2%

None

Curtis R. Inman- 5%

Pan ljtmerican Pet. Corp. All

Philiips Petroleum All

i
* Gulfi 0il Corp. AL

Union Oil of Calif.  4ll
Supefrior 011 Co. ALl

Phi_'f’lips Petroleunm A1l



PAG
TRACT  DESCRIPTION TEASE NO. &  BASIC ROYALTY OVERRIDING ROYALTY - WORKING INTER
OF LAND ACRES EXP. DATE  AND PERCENTAGE  LESSEE OF RECORD AND PERCENTAGE AND PERCENTA
320.00 WM-0523215  U.S.A.: 12-1/2% Phillips Petroleum Co. Elsie G. Gorman- 5% Phillips Petn
- 331N _

T-21S, B-32E - . ; - 480.00 NM-0553706  U.S.A.: 12-1/2% Phillips Petroleum Co. Katherine V. Johnson- 5% Phillips Petr

Sec. 11: NW/L, :SE/L 5-31-7% ‘

Sec. 12: E/2 NE/4, e
 N/2 SE/4 .

16. T-21S, R-32E 320,00 NM-0556868 U.5.A.: 12-1/2% Phillips Petroleum Co. Erma Dee Robley- 2-~1/L% Phillips Petrc

 Sec. 2h: N/2

4-30-75

Helen I. Fehr>~ 2-1/4%
Robert P. Kunkel- 4 of 1%

TOTAL 16 TRACTS FEDERAL LANDS - 4631.69 ACRFS . 58.82235Z OF UNIT AREA
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PAGE 3

iEASE NO. & ROYALTY |
. AND PERCENTAGE

ACRES EXP. DATE

BASIC ROYALTY |

LESSEE OF RECORD

OVERRIDING ROTALTY
AND PERCENTAGE

WORKING INTEREST
AND PERCENTAGE

P 32307k

SN T EL
480,00 NM-0553706
53174

320,00 WE0556868
4-30775°

i
23

320,00 NM-0523215 - |

U.S.A.: 12-1/2%

U.S.Ar: 12-1/2%

Phillips Petroleum Co.

Phillips Petroleum Co.

Pnillips Petroleum Co.

Elsie G. Gorman- 5%
Katherine V. Johnson= 5%
Erma Dee Robley- 2-1/4%

Helen 1. Febr=~ 2-1/1%
Robert P. Kunkel- % of 1%

D ni blE o } : ‘Ei‘ i e g E : :
TOTAL 16 TRAC'I“S FEDERAL LANDS -~ 4631.69 ACRES, 58.82235% OF UNIT AREA

Phillips Petroleun

Phillips Petrolsunm

Prillips Petroleum

v

g
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STATE OF NEW MEXTCO LANDS

E/2 SW/L

TRAGT  DESCRIPTION LEASE NO. & BASIC ROYALTY ; OVERRIDING _RQY(;ALTY
NO. ~OF TAND ACRES EXP. DATE  AND FERCENTAGE  LESSEE OF RECORD AND Fei ENTAGE
17. 320,00 OG-4LO47-1 ° State: 12-1/23  Uniod 0il of Calif. None Unior- 011 of
' 7-15-68
18. T-215 R-33E , 400.00 OG-ABéé—l State: 12-1/9%:. Union 0il of Calif. None Union 0il of
Sec. 17: E/2, 8-19-68 :
=B f2 WL .
19. T-21S, R-33E 360.00 0G-4642 State: 12-1/2%  Estate of ialph Lows, ~ None Estate of Ra
- Sec. 8: SW/L, 10-21-68 Deceased Deceased
S/2 SE/k, ’
N’E/h' SE/k,
8/2 NE/h
20, T-21S, R-33E ___ 151.51 0G-5382-1  State: 12-1/2%  Pan American Pet. Corp. M. L. Merritt- 3/8 of 1/16  Pan Américan
Sec. 7: Lots 3, 4, 4~-21-69 £ of 8/8
E/2 SW/L John K. Funk- 5/8 of 1/16
- ; of 8/8
21. T-21S, R-33E . 160.00 K-108 State: 12-1/2%  Union 0il of Calif. None | | Union 01l of
Sec. 9: W/2 SW/L, 1-19-70
S/2 NW/L
22. 7-21S, B-33E 320,00 K-188 State: 12-1/2 Union Produci .
Sec., 7¢ E/2 : 2-16-70 /2% Union prodicing Co Hone -nion” Froduei:
23. T-215, R-33E 151.87 K-786 State: 12-1/2%  Union 0il of Calif, None Union 0il o
Sec, 18: Lots 3, 4, 5-20-70 ' _ : nion 0il of
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 PAGE 4

T LEASE NO} & | BASIC|ROVALTY |
CRES' EXP. DATE' AND PERC‘EI\TAGE | LESSEE OF RECORD

OVERRIDIFG ROYALTY
ANC Feit ENTAGE

WORKING INTEREST

- AND PERGENTAGE

Iod i i ; e_i

20100 oc-ww-l i sthtes ﬁ-i/é% | Union 0il of Calif.
oase s T
0l00  O-4326il ¢ istate: 12-1/2% | Union 011 of calir.
Eo 8_19-68 Do , C

i
?

i
I

0-21—68 . v . Deceased

£ A-21-69

i

0.00 K-108 i ‘State:'13-1/2% _ iUnion Oil of Calif,

i’ K—188 ; E ; €$t3£e?%l§-i72%% %Union Producing Co.
2'516‘702 L - Cr
ETTI0) RE T NN LY U N S B ,
: "54736 % % State: 12-1/2%' iUnion Oil of Calif.
. 5-20-70 Lo Lo

U .
.
L,.,ﬂ8w

'—J

LA
N, .
e [l

¥

“06-4642 State° 12—1/ %‘"“'Estate of Halph Lowe,

ii.Slf ,06—5382-1 E 2%taie:il2-l?2% %Pan‘American Pet, Corp.

None

None

““None

M. K. Merritt- 3/8 of 1/16
of 8/8

John K. Funk- 5/8 of 1/16
of 8/8

None

lone

None

Union Oil of Calif.

Est.é.te‘: bfé Ralph Lowe ,- '

Deceased

Pan American Pet, Corp.

Union 04l ‘of Calif.

Union Producing Co.

Union Oil of Calif.

“Unior 01l of Calif.

A

All

All

A11

All

A1l

All
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. 28.

E/2 NW/4,
NE/

TOTAL 12 TRAGTS, STATE OF NEW MEXICO TANDS — 3.2,2. 3 ACRES, 41.17765% OF UNIT AREA

 FEDERAL LANDS
'STATE LANDS

TOTAL LANDS

RECAPITULATION
4,631.69 Acres

3,21,2,3), Acres

7.873.03 Acres

58.82235% Unit Area
%51.17765% Unit Méa

100.00000% Unit Area

TRACT  DESCRIPTION IEASE NO. &  BASIC ROYALTY OVERRIDING ROYALTY WORKING INTERE
NO. OF LAND ACRES EXP. DATE AND PERCENTAGE  LESSEE OF RECORD AND PERCENTAGE AND PERCENTAC
24, J3E 226,92  K-868-1 State: 12-1/2%  Sinclair 0il & Gas Co. None ‘Sinclair 0il.&
iot 18, 10-18-70
SE/L Sk
Sec. 7: Iots 1, 2,
E/2 NW/4
25,  T-21S, R-33E_ . 80.00 - K=4485. State: 12-1/2%  Atlantic Richfield None Atlantic Richf
Sec. 9: E/2 SW/4 10-20-74 o C S
26. 7-21S, R-33E 400.00  K-5003-2 State: 12-1/28  Phillips Petroleum Co. 320 Minerals Ltd.-Production Phillips Petro.
Sec. 17: SW/k, 5-18-75 ' payment of $750 pér acre
, W/2 NW/j4 out of 5% :
Sec. 18: SE/)
T-218, R-33E ___ 360.00 < K-5642 State: 12-1/2%  Phillips Petroleum Co. None Phillips Pétro:
Sec. 8: N/2 NE/L, 1-18-76
NW/4 SE/4
Sec. 9: N/2 NW/4
7-21S, R-33E . 312.04  K-60h3 State: 12-1/2%  Phillips Petfolewm Co..  HNoms Phillips Petro]
Sec. 19: Iots 1, 2, 5-17:76
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BASIC RDIALTY

PAGE ' 5

AND PERCENTAGE . LESSEE OF RECORD

é H i i

OVERRIDING ROYALTY
AND PERCENTAGE

WORKING INTEREST
AND PERCENTAGE

x—zm‘asf .
10-20—7h

‘ilé.oa ?,K-éoaﬁ
;5-1?—‘-7;6

'{ état;e: 2123112% sinciair 0il & Gas Co.

- State: 12-1/2%  Atlantic Richfield
|Staté: 12-1/2% | Phillips Petroleun Co.

State: 12-1/2% Pnillips Petroleum Co.

State: 12-1/2%  Phillips Petroleun Co.

None

None

320 Minerals Ltd.-Production
payment of $750 per acre
out of 5%

None

None

|| TOTAL 12 TRACTS, STATEOF NeW

MEK[GO I.ANDS - 3 2l+2 34 ACRES, 41. 17735% OF UNIT AREA

|
t i

'mculwmnon
4 631 69 Acres

331;231. Ac_res

7,871L03 Ac}_res

58.82235% ;Un‘it Area

" 41.17765% Unit Area

300, 00000% Unit Area

Sinclair 0il & Gas Co. A1l

Atlantic Richfield A1l

Phillips Petroleunm All

Phillips Petroleum 111

Phillips Petroleum All




CONSENT AND RATIFICATION
HAT MESA UNIT AND UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of the Unit

| Agreement for the Development and Operation of the Hat Mesa Unit Area embracing

Tands 31t.uated in" Lea County, New Mexico and also a copy of the Unit Operatmg
Agreement for said unit area, both of which are dated March 22, 1967 and further
acknowledges that the undersigned is familiar with the tems and conditions
thereof. The undersigned, being the owner of certain leasehold or other in-
t.erests in the lands or minerals embraced in said unit area as set forth on

the schedule att.ached to said Unit Agreement as Exhibit "B", does hereby com-
mit all of its said interests to tlie Hat Mesa Unit Agreement and does hereby
consent to said Unit Agreement and the Unit Operating Agreement and ratifies
all of the terms and provisions thereof exactly the same as if the undersigned
had executed the original of said Unit Agreement and Unit Operating Agreement,

or a counterpart thereof.

' N WITNESS WHEREOF, this instrument is executed by the undersigned as ]
»of the da.te set forbh oppos:Lte its signature. }

ATERSTX UNION OIL COMPANY OF CALIFORNIA e of
‘ A
o V2% S
4
- .
By M Hestin an
xSesnxmadantk Attorney-in-Fact :
DATE: __ April //, 1967
STATE OF TEXAS I
‘COUNTY OF ____ MIDLAND X
‘ The foregoing instrument was acknowledged before me this M: day
‘of L April » 1967 by JOHN HANSEN : s
‘ Attorney-in-Fact of _UNION OIL COMPANY OF CALIFORNIA __ _ ,
‘a California corporation, on behalf of said corporation. :

My Commission Expires:
VA T ‘Si'.O AN

wn ), t &7 f ;
7 Notary Public

P o




.
I

‘ of the date set forth opposite its signature.

; ATI'EST:

: R T Az = s T 4
: / Secretary Attorney 1in Exct “

‘ STATE OF NEW MEXICO i

COUNTY OF CHAVES X

CONSENT AND RATIFICATION
HAT MESA UNIT AND UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of the Unit
Agreement for the Development and Operation of the Hat Mesa Unit Area embracing
lands sit ua.ted in Lea County, New Mexico and also a copy of the Unit Operating
Agreement for said unit area, both of which are dated March 22, 1967 and further
acknowledges that the undersigned is familiar with the terms and conditions
thereof. ‘l'he undersigned, being the owner of certain leasehold or other in-
terests in the lands or minerals embraced in said unit area as set forth on
the schedule attached to said Unit Agreement as Exhibit "B", does  hereby com-

- mit all of xlts said interests to the Hat Mesa Unit Agreement and does hereby
* consent to 'said Unit Agreement and the Unit Operat.:mg Agreement and ratifies

all of the t.erms and provisions thereof exactly the same as if the undersigned

" had executed the original of said Unit Agreement and Unit Operatmg Agreenient ,
- ora counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under51gned a.s

=
f )~
/g, -

APR 2 7 1887

The foregoing instrument was acknowledged before me:this 27 z\day

of April , 1967 by F. 0. Mortlock - ,

Attorney in Fact of GULFOIL LURPUW s

a rennsy TVahia corporation, on behalf of said corporation.

My Commissioiq Expires:

My Commissinn Exp rr»; August 15,1970 ﬁ % ~ | ; ¢
‘ — . Creeg

Notary PubYic

GULF OIL CORPORATION rel 20
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CONSENT AND RATIFICATION
HAT MESA UNIT AND UNIT OPERATING AGREEMENT
‘EMBR.ACD\G LANDS IN LEA COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of the Unit
Agreement for the Development and Operation of the Hat Mesa Unit Area embracing
lands situated in Lea County, New Mexico and also a copy of the Unit Operating
Agreement for san.d unit area, both of which are dated March 22, 1967 and :further
a.cknowledges that the undersigned is familiar with the terms a.nd condltlons
thereof. The unders:Lgned , being the owner of certain ‘leasehold or other! m-—
terests in the lands or minerals embraced in said unit area as set forth on
the sc.hedule attached to said Unit Agreement as Exhibit "B", does hereby com-
mit all of its sa:o.d interests to the Hat Mesa Unit Agreement. and does hereby
consent to said Um’c Agreement and the Unit Operating Agreement and ratifies
all 6T the terms and provisions thereof exactly the same as if the undersigned
had executed the original of said Unit Agreement and Unit Operating Agreement,

or a counterpa.rt thereof.

IN WITNESo M!EREOF, this instrument is executed by the undersigned as
of the date set! fort.h ‘opposite its signature. )

ATTEST: THE SUPERIOR OIL COMPANY

by (P 7 /CMéé

gssisauy  Secretary Vice Prosident

DATE: Ay 4007

STATE OF

5. . ’ ‘

COUNTY OF ? { :

: The foregomg instrument was acknowledged before me this _z%&ay
7‘47 : , 1967 by L. Ca A NOBLE ' ,

Vico/Président A of _THE SUPERIOR OIL ‘COMPANY - . s
a U~ A__————eorporation, on behalf of said corporation.

]

of

f

My Comrniésion E)%pires: : / - 7 /

Notary Public




Aghetment | for; said unit drea, both of

1311 ‘of the'terms and provisions thereof éxactly the same

S H
RSN S

. CONSENT AND RATIFICATION »
HAT MESA UNIT AND UNIT OPERATING AGREEMENT
- EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

L me ux?dérsigfled héreby acknoi«l&ges receipt of a copy of the Unit
. the Development and Operation of the Hat Mesa Unit Area embracing
Unit Operating

Agreement for; the Deve nt
Yamdb situdted in'Lea County, New Mexico 'and also a copy of the
reeme: id ire: which are dated March 22, 1967 and further
heknbwledgds that ithe underSigned is tamiliar with the terms and conditions
thereof.| | The dridérsigiled, being the owner of certain leasehold or other in-

| ’e}eiSbfs;"} . ;—it.'h;e lanfr.lsa or émierals embraced .in said unit area as set forth on

the schedule iatﬁacghe:d‘{.o;sa;d Unit Agreement as Exhibit "B", does hereby com-
§ni.t all 35f its is”a‘,,i%dl ant erests to the Hat {Mesa Unit Agreement and does hereby
bohebnb| 16! said Uity Agreemnt and the Udit Operating Agreement and ratifies
all of: the te e as if the undersigned -
had ‘execlited ‘the original of said Unit Agreement and Unit Operating Agreement ,
[ I T P [N B

or a counterpart thereof. _

Co o IN MTNﬁSS FQIE§EOF , ‘this instrument is executed by the undersigned as
lof the date set forth opposite its signature.

R
H L 4 B4
sk

ATTEST: | | PAN AMERICAN PETROLEUM CORPORATION

Commor _mus

conty oF _mamaer
: ent was eichmowledged before me this S day
, 1967 by _D. B. Mason, Jr. _

chrpor‘a.tion, on behalf of said corporation.

| The foregoing instrum
3 s A T 3

ia Fact

My Comm1551o§1 Exﬁ1res§ : ‘ . _
P b : : : ; ‘ ;

ISR G ZRE &7 5/4%4 ’g WV
T 7 7 R Notary Public V4

VELMA B. CRAFT

;
i i
i
i !
i i
i :
: H
{

FE T SR PET AR
S

A M I LA AT A 1 3 G

A e ARk T 4
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CONSENT AND RATIFICATIC'
HAT MESA UNIT AND UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of the Unit
-Agreement for the Development and Operation of the Hat Mesa Unit Area embracing
lands situated in Lea County » New Mexico and also a copy of the Unit Operating
Agreement for said unit area, ‘both of which are dated March 22, 1967 and further
acknowledges that the undersigned is familiar with the terms and conditions
thereof. The undersigned, being the owner of certain leasehold or other in-
terests in the lands or minerals embraced in said unit area as set forth on
the schedule attached to said Unit Agreement as Exhibit "B", does hereby com-
mit all of its said interests to the Hat Mesa Unit: Agreement. and does hereby
consent to said Um.t. Agreanent and the Unit Operating Agreement and ratifies
all of the terms and prov:.sions théreof exactly the same as if the undersigned
had executed the original of szid Unit Agreement and Unit Operating Agreement,

or a counterpart thercof.

IN WITNESS M-IEREOF this instrument is executed by the undersigned as
of the date set forth opposite its signature,

ATTEST: SINCLAIR OIL & GAS COMPANY é_f."_“?ifi o
= ;
" YICE PRESYDENT e %

DATE: APR 25 1967

STATE OF i

COUNTY OF X

: The forego:mg instrument was ackncmledged before me this day

of %%/ 5 1967 by £ 0. G. Simpson ,
Vice-President of Singiait Oil & Gas Company s

a ﬁ)cz/ﬁ P .__corporation, on behalf of said corporation.

ommlssmn Explres ' \ v ' ;
éé é ¢ ,;: 2,% BARBARA C. TUTTLE
Notary Publi
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GONSENT AND RATIFICATION
P HAT MESA UNIT AND UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO
o [ The undersigned hereby acknowledges receipt of a copy of the Unit
ol Agreanent ?for t.he Developﬁen!t ‘and Operation of the Hat Mesa Unit Area embracing
Lo R f la.nds is::.%tuz:;‘oed i:n Lea Ccunty, New Mexico and also a copy of the Unit Operating
S SR B S Agreeme for' sa.ld unit area, gbot,h of whlch are dated March 22, 1967 and further
SR T a.cknowledges t‘hat the’ unde"rs:.@ed is familiar with the terms and conditions
‘ thereof.: The undersa.gned ,f being the ovmer of certain leasehold or other in-
Lo teres’cs§ sin thei lands or' mlnerals embraced in said unit area as set forth on
5000 ’ - the schedule attached to daid Unit Agreement as Exhibit "B", does hereby com-
B . . 0 miv Iallg of 1ts? saﬁd intérdst’s ‘to. the Hat Mesa Unit Agreement and does hereby
' Co _’ consentf t.oi sa.lg Unit Agrea’neit. ‘and the Unit Operating Agreement and ratifies
Eros o all of ’the terms fand prov:.smns thereof exactly the same as if the undersigned
had exef:uted the orlglnal ’oi‘ sald Unit Agreement and Unit Operating Agreement,
L or a counterpart thereof. ; '
; Lo - § ;
EoEy iy IN WITNESS VHEREOF, thls instrument is executed by the unders1gned as
bl oof the dat.e set forth: oppOS'l‘be its signature.
R UNION PRODUCING COMPANY
: ASSISTMI Secretary ~ W 1

7ﬂu cQ /?é7

87 }‘he foregomg ngstrument was acknowl ged before me this day
o A iy ., 1967 by r
= L2 ,[/ZJ £ 1/ Lo of ; g 4
C /1/4,/(_1,( PR corpora.tlon, on behalf of said COTrpoTé
‘ Pii § I o
My Commission Expiges:
¢ [ i i g

Notary Public [




CONSENT AND RATIFICATION
HAT MESA UNIT AND UNIT OPERATING AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

> j . The undersigned hereby acknowledges receipt of a copy of the Unit
i § Agreement for the Development and Operation of the Hat Mesa Unit Area embracing
lands situated in Lea County, New Mexico and also a copy of the Uait Operating
Agreemént for said unit area, both of which are dated March 22, 1967 and further
aclmowledg’és that the undersigned is familiar with the temrms and conditions
theréof, ~The undersigned, being the owner of certain leasehold or other in- ;
ands or minerals embraced in said unit area as set forth on
does hereby com- !

terests in the lan
the schedule attached to said Unit Agreement as Exhibit "BY,
mit all of its said interests to the Hat Mesa Unit Agreement and does hereby
consent to said Unit Agreement and the Unit Operating Agreement and ratifies
all of the teérms and provisions thereof exactly the same as if the undersigned
had executed the original of said Unit Agreement and Unit Operating Agreement,
or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersi

. of the date set forth opposite its signature.

e ot o

gned as

H. L. Landua

A

Charles L. Morgan, ?’ . 7

ee H. Rose

V. H. Van Horn, Jr.

A maj‘ority_ of the duly appointed, q&alified and acting
Independent Executors of the Estate of Ralph IL.owe, Deceased z

EUEH I D W K,g,% ADDRESS: P. O. Box 832 T
o S S Erma Lowe, Individually and as Midland, Texas 79701

S R v Independent Executrix of the
o ' : ‘ " Estate of Ralph Lowe, Deceased ' !

gy , STATE OF TEXAS . | |

- L : COUNTY OF MIDLAND | ?
' The foregoing instrument wasracknowledged before me this 28— day

-of Apnlv, 1967, by THE ESTATE OF RALPH LOWE, DECEASED, by and -

througth. L. Lahdi%a, Charles L. Morgan, Jr., James L. Morris, Dee H.

i Rose and V. H. Van Horn, Jr., a majority of its duly appointed, qualified

t : and acting Independent Executors, and ERMA LOWE, Individually and as

Independent Executrix of the Estate of Ralph Lowe, Deceased.

e &2 i

Notary Public in and for

JOYCE R. LEACH - Notary Public .
In and For Midland Countly, Texas Midland County, Texas

"Ny COMMmISSIon EYputs June 1, 1357

My commission expires:

LR
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STATE OF ___QKLAMAMA |
COUNTY OF ______ i

CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

“The unders1gned (whether one or more) hereby acknowledge receipt of
a copy of the Um.t Agreement for the Development and Opération of the Hat Mesa
Unit Area embraclng lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are famzhar with the terms and conditions thereof.

- The under31gned dlso being the owners of the leasehold, royalty or
other intérest m ;the lands ‘or minerals embraced in said uwnit area, as indi-
cated on the . schedule attached to said Unit Agreemeént as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
‘exactly the bame as if the undersigned had executed the.original of sald Unit

Agreement or a counterpart thereof.

- IN WI’I’NESS WHER}I)F this instrument is executed by the under51gned

‘as of the date set forth in thelr respective acknowledgments.

 SIGEATURE
Beard 0311 Company

N,

The foregoing instrument was acknowledged before me this day of

» 1967, by
of
a corporation, on behalf of said corporation.
. - Notary Public in and for
* My Commission Expires: . County,
STATE OF ___ OKLAHOMA i
Sl
COUNTY OF _ OKLAROMA | |
The {foregoing instrument was acknowledged before me this 11th day
of _April , 1967, by W. M. Beard, Partner of

S—————

/ _
- R
7 /‘/@%4//;4,1/ ,Z_/v-z//d/rrz/

_BEARD GIL COMPANY

Notaty—Public in and for _ Qklahoma

1-12-68 County, QOklahoma

My Commission’ E;Epires:

A\




b
g

SIGHATURE
ATTEST: Amax Petfoleuélcorporatioﬁ
Y,
Uy y )l
Assistant Secregh Vice President
STATE OF OKLAKOMA i
COUNTY OF ___TULSA ]

My Commission Expires: ,'Cb?nq

~CONSENT AND RATIFICATION

HAT MESA UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of

- a copy of the Unit Agreement for the Development and Operatlon of the Hat Mesa

Unit Area embracirg lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are famlllar with the terms and conditions thereof,

The und9r51gned also belng ‘the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in’ sald uvnit area, as indi- ;-
cated on the schedule attached to said’ ‘Unit Agreement ‘4s Exhibit "B", do here- P
by cormit all of their said interest to the Hat Mesa 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 Sald Unit
Agreement or a counterpart thereof.

m WITNESS WHEREOF, this 1nstrument is executed by the underszgned
as of the date set forth in their respectlve acknowledgments.

The foregoing 1nstrument was acknowledgei/EEQZZiifé this [ 3 day of
April , 1967, by 0. &

Vice President . “of _AMAX PETROLE!é CORPORATION ,

a Delaware - corporation, on behalf of said corporation.

,Puiblic mand for 0{{"'12,1@4 — _ B \ L %

: ; My Commissicn Expires Aug. 20, 1967
STATE OF i

COUNTY OF X

The foregoing instrument was acknowledged before me this day

of , 1967, by

Notary Public in and for
My Commission Expires: County,
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CONSENT AND RATIFICATION
' HAT MESA UNIT AGREEMENT
| LEA COUNTY, NEW MEXICO
i

; ; The unders:Lgned (whether une or more) hereby )a owledge receipt of
‘a copy; of the l}m.t El\éi'eemeﬂ'dz for the Development a.nd OrL~.*{tion of the Hat Mesa
Unit! Area embracmg 1ands situated in Lea County, New Mexico, which said agree-
menti is dated the 22nd!day of March, 1967, and acknowledge that they have read
the ‘same *a.nd are fannliar with the temms and conditions thereof. ,

b ; i The unders:.gned Iia.lso being the owners of the leasehold, royalty or

' ot;meg- interest km the land‘s or minerals embraced in said unit area, as indi-
lcated on *the schedule attached to said Unit Agreement as Exhibit "B", 'do here-
éby clomni it all of their said interest to the Hat Mesa Unit Agreement and do
hegre‘byi consent ‘thef‘eto and ratify all of the terms ‘and provisions thereof
.exactly ‘the ‘same as if the undersigned had e‘cecuted the original of said Unit

Agréement or a counterpart thereof.

ok t IN wrrm«,ss WHER::.OF this instrument is executed by the undersigned
as of the date set’ forth 1n thelr respective acknowledgments. ,

SIS i.,‘i.,;i;_ “ADDR._,SU e - ; ‘' SIGNATURE
: mmmmmmmmm

gueline Anderson

The forego:mg 1nstrmnent was aclfnowledged vefore me this _7_ day’

1967, by Bruce Anderson and

i éJacq:t_l:Lne Anderson, hlS wife

QW;;/ 7)) g mhmnmu-

SR 1 T Notary Public in and fO%muwmmm_m

My (;ox;gm]ifssifon Expires:\sie s (967 _ “Cowmty, .

- STATEOF » f 9

' COUNTY OF : : 0

‘ ’ The Z‘oré‘goiﬁg ihstrument was acknowledged before me this day

of | ; , 1967, by

L L Notary Publlc in and for

My Commission Expires: , County, . .

ﬁ’.




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby ackndwledge receipt: of

. ‘ a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
: ) Unit Area embracing lands situated in lea County, New Mexdco, which said agree-

ment is dated the 22nd day of March, 1967, and acknowledge that they have read

the same and are familiar with the terms and conditions thereof.

. The underngned also bemg the owners of the leasehold, royalty or
other intérest in the lands or mirerals embraced in ‘said unit" area, as indi-~
cated on the schedule attached to’said Unit Agreement as Exhibit “B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undermgned had executed the original of sald Unit
Agreement or a counterpart thereof.

cLl m WIT‘JESS WHEREOF thJ.s 1nst.rument is executed by the under51gned
‘as of the date set forth in thelr respective acknowledgments.

ADDRESS . ... SIGNATURE

R P. 0. Box 1882 A | _ = -
S o i ~ Vola V. Bunnel a/k/a Vola Hofst Bunnel

Santa Fe, New Mexico

stare oF Mo Mexicn
"comor-'sigm& Lo 0

SRRTEER TR The foregmng instrument was acknowledged before me this 27 7 & day
B . of - /20)41 , 1967, by Vola V. Bunnel a/k/a Vola Horst Bunnel
e S 4 e\@ gbll? in %d for Santa Fe
- © My Commission Expires: _ 3-21-68 County, New Mexico ‘
STATE OF 0
COUNTY OF 0
i ‘
: The foregoing instrument was acknowledged before me this day

Notary Public in and for —
My Commission Expires: o County, .

Foim i o s e e+ e



CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

’_ LEA COUNTY, NEW MEXICO

. The undersigned (whether one or more) hereby acknowledge receipt of

a ¢opy of ‘the Unit Agreement for ‘the Development and Operation of the Hat Mesa
Unit Area embracing 1ands situated in lea County, New Mexico, which said agree-
ment 1is dated the 2ond day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof. :

. The undersigned also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on ‘the schedule attached to said Unit Agreement as Exhibit “B", do here-
by coimmitall of their said interest to the hHat Mesa Unit Agreement and do
hereby consent thereto and ratify all of the terms and provisions thereof

efa.cﬁly’_ffth:e'sape as if the undersigned had executed the original of said Unit
Agreement or a counterpart: thereof .

Y IN WI‘I'NESS m{EREOF , this instrument is';fexeéuted by the undersigned
as of the ‘daté set forth in their respective acknowledgments.

ADDRESS SIGNATURE

. New Orleans, La. 70130

RIS A S
COUNTY: OF ﬂ{,&‘v/ 0

The foregoing instrument was acknowledged bel

, 1967, by

of

g
Ruby C. Béll, his wife

S . . Noil*j
My Cormission -Ex_pm_ug_‘g/ % Co

STATE! OF __ )

'COUNTY OF __ )

day

The foregoing instrument was acknowledged pefore me this

of , 1967, by .

o Notary Public in and for R
My Commission Expires: . County, .




' CONSENT AMD RATIFICATION
HAT MESA UNIT AGREEMENT

LEA 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 Hat Mesa
[T Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The unders:l.gned ‘also being the owners of the leasehold, royalty or
other interest in the lands or minerals embraced in said unit area, as indi-
cated on t.he schedule attached to said Unit Agreement as Exhibit "B";, do here-
by comnit all of their said interest to the Hat Mesa Unit Agree"nent and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original of said Unit
Agreement or a counterpart thereof.

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

ADDRESS _ SIGMATURE

1101 Ainslee

. ’ Midland, Texas
. ‘ Vera L. Goodman

STATE OF TEXAS D

COUNTY OF _ MIDLAND _ 0

~ : L
The foregoing instrument was acknowledged before me this _ /¢ = day

of” April , 1967, by ___ Fred G, Goodman and
} Vera L. Goodman, his mfe :

e JOYCE R. LEACH - Nowry Public ‘ v :
AT In and For Midland County, Te‘tas ‘ M e, ! <5 )
g My Commission Expires June 1, 1967 Notary Public in and for _ Midland

My Commission Expires: _ County, _ Texas .
‘ STATE OF ] :.
COUNTY OF ]

T

The foregoing ihstrument was acknowledged before me this day

of | , 1967, by

Notary Public in and for
My Commission Expires: o County, .




: L _ NSENT AND RATIFICATION

HAT MESA UNIT AGREF’{ENT
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P . The dnder%lpeg (w’ne'ohger oné or more) hereby acknowledge receipt of
At for the Develbphent ahd Operation of the Hat Mesa

which said agree-

hey have read

by of the (mit jAgreement £
: sit ’ed' ir‘ﬁ lea’ Count.y New MexicO,

& i } 2 ?oPyvi R U {
R S AN T B 'Unrt.2 Area ernibracn‘.ngglta_,r}dsglt;uat ,
e 220 ay: of M idrch, 19675 and acknowledge that t
ndlt.lons thereof.

At is %déte;d Ene 3ond day’ o

h the terms and cO
leasehold, royalty or
as indi-

& ‘the owners of the
, do here-

rals embraced J‘.n sal

1 =
The undeL31gned also beln
id Unit; sAgreement as

P "other mteresbi ] ‘c.h 1ands or thine
chedule attg.ched ipo; sal

O zcétédﬁbil i:he 3 )
P by fomiit! alllof their lsajd interest]to the Hat M
fy all of %he tems and o rovisions thereof
d the orlglnal of said Unit

nt thereto fa.nd ratis
! had execute

hereby cdnse
exa.c’c,lsr tshe same as if! {the \mder51gned
: greement or a. counterparb thereoi‘.

r : ¢
‘ P IN WITNESS WI{ER:LOF thls 1nst
as of gbhe date set for'bh An thelr reSpec

rument 1sfexecut.ed by the undersigned

tive acknowledgnents .

SIGHATURE .

i
!

ADiDRE__SS,.,.__,a -

b P PO e
Nkl i
]

R AW g T e

sl R e R

PR L

ed and acting

: Charles L’ Morgag'
Deceased

omted quahﬁ

e duly app
te of Ralph Lowe,

: gA'maJonty of th
Independent Executors of the Ebta

maw/ ADDRESS p. O. Box 832
: Midland, Texas 79701

: Pl iErma Lowe, Indi_W1dually agnd as
' }Independe nt Executnx of the

; Es‘ate of Ralph Lowe, Deceased

" STATE OF TEXAS

: COUNTY or MIDLAND n R .

o 'knrlddbf hi (O/(d
as ac o‘w edged belore me this /0 ay

WE, DECEASED, by and
James L.

A
1

i
pt
hd
i
Y
&
B
;
14
|

: The ioregorng 1nstrument W

of April] 1967 by THE ESTATE OF RALPH LO
ethroughfFred G. Goodman, ‘H. L. Y,andua, | vCharles L. Morgany Jr.,
Jr., a maJority of its duly appointed, qualified
ually and as

«Morns Eand Y ng Van Horn,

and acting Indepe
Independent Execu

ndent E§ecutors, and ERMA LOWE, Individ
Deceased.

tr1x of ithe Estate of Ralph Lowe,

e ramrimeen bk A vy i

My cornmlsﬁs 1on expu‘es

JOYCE . Luacﬁ - irotary! i public’
Te xas

" In and For Ml&land County

o6
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a copy of the Unit Agreem
Unit Area erbracing 1
ment is date
the same and are

by commit all o
nereby consent there
exactly the same as $§ the undersigned had exe

Agreement or a c

CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
sement, for tHe Development and Operation of the Hat Mesa
ands situated in lea County, New Mexico, which said agree-
4 the 22nd day of March, 1967, and ackhowledge that they have read
familiar with the terms and conditions thereof.
s of the leasehold, royalty or
aid unit area, as indi-
as Exhibit »B", do here-
nt and do -
thereof
f said Unit

The undersigned also being the owner
in the lands or minerals embraced in s
hedule attached o said Unit Agreement as
of their saild interest to the Hat Mesa Unit Agreeme
to and ratify all of the terms and provisions

cuted the original ©

ounterpart- thereof.
IN WITNESS WHEREOF, this instriment is executed by the undersigned
tive acknowledgments.

as of the date set forth in their respec

ADDRESS SIGNATURE

1a fiorst Bunnel .

Taos, New Mexico t@fm o
Rovert L. Bunnel

-

p. 0. Box 168

sTA*J;EfOF' Moy Hlex o B
countY oF N Pes 0
 Tne foregoing instrument was acknowledged before me this __é:/?_]____ day
of [9;2/?«:/ , 1967, by
Rovert L. punnel, her husband .
| A DA Ceeend
crpires: Pec2/- 7 otary PUbT fpand fop el

Pla Horst Bunnel and _

My Commission

STATE OF

GOUNTY OF ___
day

The foregoing inst

1967, by

rument was acknowledged before me this

i

Ed

of ___

Notary Public in and for _
County,

e

My Commission Expires:




CONSENT AND RATIFICATION
HAT MESA UNIT AGHEEMENT

TR e e

o o S e 1

“LEA COUI‘?TY, NEW MEXICO

X The undersigned (whetherione or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the!Development and Operation of the Hat Mesa
Unit Aréa embraclng lands sﬂ.uated 1%) Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar mth the terms and conditions thereof.

. The undersigned ialso bemg the owners of the leasehold, royalty or
S other mterest ‘in“the landsfor} m__nexfals embraced in said unit area, as indi-
. . cated on the schedule attached to sald Unit Agreement as Exhibit "B", do here-
L - by commit all of their saldi mterest to the Hat Mesa Unit Agreement and do
hereby iconsent thereto and ratlfy all of the terms and provisions thereof
exactly the same as if the unders:Lgﬂed had -executed the origiral of sald Unit
Agreement or a counterpart’ thereof

P IN hITN‘ESS WHE’RFDF th1§ ‘instrument is executed by the undersigned .
as of the’ date set forth 1n thelr respectlve acknowledgments. i

SIGHATURE

ATTEST: D Pubco Petroleum Corporation

N4 F Shaw, Assistant S’eci:e't‘a’ry

é:/
STATE OF __ New Mexico B | HF
. COUNTY OF Bernalillo | 3 | |

‘The foregomg 1nstrument was acknowledged before me thls _4th day of

April : 1967 , by Frank D. Gorham, Jr. ,
President L of  PUBCO PETROLEUM CORPORATION .,
a New Mexico corf)o'ratitm, on behalf of said corporation.

. My Comﬁssion Expires:
STATE OF SR § 'y
COUNTY OF IR § .

The foregoing 'instruﬁ\ent was acknowledged before me this day

of | ; , 1967, by

’ ; , Notary Public in and for _
My Commission Expires:__ : County,




CONSENT AND RA’I‘IFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The \;ndersigned (whether one or more) hereby acknowledge receipt“of

a coPY of the Unit _Agreement for the Development. and Operation of the Hat Mesa

Unib A::ea.kex_itbracirig 1ands situated in 1ea County, New lHexico, which said agree-

ment is dated the izond day of March, 1967, and acknowledge that they have read
are f with the terms and conditions thereof. '

~'The undersigned also being the Owners of the 1easehold, royalty or
cheg‘;nte:‘est in the lands or minerals embraced in said unit , as indi-
_cated on the schedule attached to said Unl Agreement as Exhibit ngt, do here-
mit ; said 1 to the Hat Mes2 Unit Agreement and do

N Iﬂ*fNESSi WHEREOF, this ;nstrument ;s executed by the undersigned
_as of the date set forth in their respective Aacknowledgments.

SIGNATURE

ADDRESS

colora.do

~ Denver <» 3

'STATE OF COLORADO d

WA=

cItY &
COUNTY OF __ DENVER !
p The foregoing instrmnent was acknowledged pefore me this __;35_(}__,_, day
op  feril 1967, vy _Gerald 7, Tresper and — -
by TreSher, nis wife .

A f’>, 7
No

tary
14,1971 torhtd,

My Cdﬁzmissién Expires:__n’agcn

§
!

The foregoing instrume

STATE OF __ |

COUNTY OF
nt was acknowledged pefore me this day

s 1967, b¥ I

of

//
Notary Public in and for -

My Commission Expires: _ Countys




'CONSENT AND RATIFICATION
" HAT MESA UNIT AGREEMENT
~ LEA COUNTY, NEW MEXICO

" The underslgned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing' 1andsi51tuated in'Lea County, New Mexico, which 'said agree-
tent is dated the 22nd’ day of March, 1967, and acknowledge that they have read
the same and are famliar with the terms and conditions thereof.

The unders:.gnedf also being the owners of the leasehold, royalty or
other 1nterest in the 1311ds or mmera.ls embraced in said unit area, as indi-
cated ‘6n ithe schedule gttached to sa.ld Unit Agreement as Exhibit "B", do here-
by cormit all of their said interest to the Hat Mesa Unit Agreement’ ‘and do
hereby consent thereto and ratify all of the terms and provisions thereof
exactly the same as 11‘ the undersigned had executed the original of said Unit
Agreement oF a counterpart thereof. :

..o IN WITNESS Iﬂ{ERe.OF this 1nstrument is executed by the undersigned ;
as of thé date set forth in thelr respectlve acknowledgments.

ADDRESS

1620 Vermont Street

Houston » Texas 77006

tathleen Morrison
STATE OF __ UTAE ~ = )
_counTY OF __ SALT LAKE 0

i

; : e s
The foregoihg instrument was acknowledged before me this __z S5th day :

o A pril : ’ 1967, by Walter L. Morrison 3ot

.. S s

' Publlc in a}a{d for Salt Lake
ty, _Utah .

Co'ﬂmiss?on

Exp es November 28 1969 Not

My Conunlssmn Explres c

STATE OF TEXAS . J

|
A DL R .
i COUNTY OF _HARKIS . 0 "
1 The forégo:ing 'instrament was acknowledged before me this IO z"day
. ”
of April iy 1967, by Kathloeen Morrison

%&—W&. @‘L&W@

, Notary Public in and for
My Cormission Expires: _ County, __ Taxas
LORRAINE CALTAGIRONE

Norary Public in and lor Harris Counly Texas
My Comm:;slon Expnres )une 1, 1967

L.
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CONSENT AND RATIFICATION

HAT MESA UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The \mders:n.gned (whethér one or more) hereby acknowledge receipt’ of
a copy of the Unit Agreement for the Development. and Operation of the Hat Mesa
Unit Area embracing 14nds sitiatéd in lea® County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

- The unders:.gned also belng the owners of the leasehold, royalty or
other interest in the:lands or minerals ‘embraced in Sald unit’ area, as indi- -
cated on the schedule attjached to said Unit Agreement as Exhibit "B", do here—
by commit all of their sald interest to the Hat Mesa Unit Agreement and do
hereby consent thereto a.nd ratify all of the terms and provisions thereof
exactly the same as if the undersigned had executed the original c¢f said Unit

Agreement or a counterpart thereof.

IN WIT}IESS w}-!ERc.OF thJ.s 1nstrument is executed by the undersigned
as of the date set forth in thelr respective acknowledgments.

ADDRESS 7 SIGHATURE
— 1211 South 19th Street ,
, ; Bertha W. Hendel
Gha.rles W. Hendel, III
STATE OF _ UTAH 0 e
COUNTY OF  SALT LAKE |

The foregoing inétnmént was acknowledged before me this __I_‘_*th day

of __ April , 1967, by _Bertha W. Hendel and Charles W, Hendel
; ,,tar'y Publie - 1n a.nd for Salt Lake
My Commission Expires: March 5, 1968 County, Utah A .
STATE OF D
COUNTY OF 0

The foregoing instrument was acknowledged before me this day

of , 1967, by

Notary Public in and for
My Commission Expires: R County, .

S AP TC A T



stats oF ___Golorsels | ¢ |

COUNTY ‘OF _ Mr«,— 0

: i The foregon'fg ir strument was acknowledged before me this ___ _{__“_/_ day
s . A—?r/ , 1967 oy R, L, Grady and 2nn M. Grady,

CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

‘ ; The underaéned‘ (whether one or more) hereby. acknowledge receipt of
a copy of’ the }Um.t Agreenfn for the Development and Operation of the Hat Mesa
tnit Area embrac:mg land ua ted in Lea County, New Mexico, which said agree- !
ment, is dated the 22nd day ‘of March, 1967, and acknowledge that they have read
the same and are fam:ULi«su-t with the terms and conditions thereof.

: The unders1 also bemg the owners of the leasehold, royalty or
other interest mgthe lands or! minerals embraced in said unit area, as indi-

o

cated on the schedule att hed to said Unit Agreement as Exhibit "B", do here- i

by commit all of their said d interest to the Hat Mesa Unit Agreement and do
hereby consent thereto angi ratlfy all of the terms and provisions thereof
exactly the same as 11‘ the under31gned had executed the ongmal of said Unit

Agreement or a connte‘tpaf*t. thereof.

i ,
= IN WITNESS WH JOF‘ ' thls instrument is executed by the undersigned

as of the - date set fo in thelr respective acknowledgments.
: i

ADDRESS? B R SIGHATURE

. 45k Petroleun Club Building {W
: o s ‘ R. L. Grady

| :Denv’exé C%oioi- do L /@ML/ ﬁ‘l M//

Ann M Grady ﬂ

%w oy Bann,

Notary Public in apd for / Ne.—ce

My Commission é’:xpii-es;:l e /7@ 5 County, fea ' -

STATE OF _____ 0 »

COUNTY OF _____ | 9
The foregoing instrument was acknowledged before me this day

of __ , 1967, by

Notary Public in and for
County,

My Commission Expires:.




gy

;Ky Com{niss':ion%Expires: 1/5/71 County, _Denver, Colorado

CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operatlon of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same a.nd are familiar with the terms a.nd conditions thereof.

The unders:Lgned also being the owners of the 1easehold royalty or
éther’ 1nterest in the lands or minerals embraced in’ sa:Ld unit .area, as indi-
cated 'on the’ schedule attached to said Unit’ Agreement as ‘Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa Unit Agreement. and do
hereby conseht théreto and ratify all of the terms and’ pI'OV‘J.SlOIlS thereof
exactly the Same as if the undersigned had ‘executed the ongmal of sald Unit
Agreement or a counterpart thereof. ) .

_ IN WITNESS WHERH)F this instriment is executed by the undersigned
as of the date set forth in thelr respectlve acknowledgments,

STCUATURE

AT]'EST: " ' Amco 0il Corporation ‘ :

ramson, Secretary A, M, Culver — i e,
STATE QF i COI.ORADO i
COUNTY ‘OF __ DENVER ]

The foregoing instrument was acknowledged before me this _4th  day of

April , 1967, by ___A. M. Culver ) ,
President of __ AMCO OTL CORPORATION s
a COlorado : corporation, on behalf of said corporation,

S

Notary Publlc in and for _DENVER

STATE OF | I
COUNTY OF ___ i

The foregoing instrument was acknowledged before me this day

of . , 1967, by

Notary Public in and for
My Commission Expires: County,

Jep S o 4y S




'CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The urilde&r?flgrﬁedﬁ (whether ohe or more) hereby acknowledge receipt of

a éo;fpyiofr thei it Agreemsnt Efor the! Development and Operation of the Hat Mesa
Unit’ Area ;embzfa%iq‘g Jands situated in lea County, New Mexico, which said agree-
ment is dated the i22nd! day of March,’ 1967, and acknowledge that they have read

the Sahe and ‘aré famfiliar with the temns and conditions thereof.

& e

‘The uhdérsgighed also Yeing the owners of the leasehold, royally or

 other ;nfefréét*f in[tHe Lands ér iinerals embraced in said unit area, as indi-
‘¢ated on the 'schedule bttached toisaid Unit Agreement as Exhibit "B"  do here-—

by commit all of their said interest 1o the Hat Mesa Unit Agreement and do
hereby consent thereto and ratify;all of the terms and provisions thereof
éxactly the same asiif the indersigned had executed the original of said Unit

¥ &

SSINE NE Y = PV WU RS R S il , S
o I} WITNESS WHEREOF, ‘this instrument 1S executed by the undersigned
as of the'date f’sét ‘forth'in their respéctive acknowledgments.

. DDRESS i .l . SIGNATURE

Housi}on? 24, Texas

9

3

COUNTY OF

e et

~ The foregoing ‘instrument was acknowledged before me this L07 _ day :

.‘°f-‘ f}‘“"‘;\p L 1967, by____E__j_eamm_Sla;dnn_and_A-—G-—Wr"—

staTEOF _© i~ ¥

comntyor . 0

'fheffdre%goiingg inStriJm'énti; was acknowledged before me this day

of . ., 1967, by

o nurs Notary Public in and for
My Commission Expires:_ _ County, .




[T §

CONSENT AND RATIFICATION
HAT MESA UNIT AGHREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or'more) hereby acknowledge rece:.pt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd’ da.y of March, 1967, and acknowledge that they have read
the same and are familiar with the terms and conditions thereof.

The underslgned also being the owners of the leasehold, royalty or
other interést in the lands or minerals embraced in said un1t area, as indi-
cated on the ‘schedule attached to said Unit Agreement as n.xhlblt *B", do here-~
by commit all of their said interest to the Hat Mesa Unit Agreement a.nd do
hereby consént 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 WITMESS WHEREOF this mst.rmnent is executed by *he under51gned
as of the date set forth in t.helr respective acknowledgments.

_ hDDRESS  SIGNATURE
_340 Pins Street \f‘& a M
"""" Ted A. Beach
San Francisco, Galifornia 94104

STATE OF Califormia 0

COUNTY OF __ San Francisco 0

The foregoing instrument was acknowledged before me this __1ioth., day

of April______, 1967, by ‘Ted A. Beach

CCRA D. GABCR Cone 20 Do

Notér:‘y: Public in and for Cityvand

My Commmsmn Exp:.res 4 County, - San Francisco .
My Commlsslou Baplies Apil 26, 1869 :
. STATE OF 0
COUNTY OF ¢
The foregoing instrument was ackn’okledged before me this __day
of : » 1967, by

Notary Public in and for
My Commission Expires: I County, .




CONSENT AND RATIFICATION

HAT MESA UNIT AGREEMENT
LEA COUNTY, NEW MEXICO

~ |
.The undersigred (whether one or more) hereby acknowledge receipt of {
o a copy of‘the Unit Agreement for the Development and Operaiion of the Hat Mesa ‘
g : Unit Area! embracing la.nds s:.tuat.ed in Lea County, New Mexico, which said agree—- o ) 4
ment is dated the 22rd day of March, 1967 , and acknowledge that they have rea.d

the same and ‘are fa.miliar with the terms and conditions thereof.

other interest in the lands' or minerals embraced in said unit area, as indi-
cated on %he ‘schedule a.tta.ched to said Unit Agreement as Exhibit "B", do here-
by corimit ' all of their said’ 1nterest to the Hat Mesa Unit Agreement and ‘do
hereby cOnse“lt thereto and ratlfy all of the terms and provisions thereof

exactly the same as if the ' unders1gned had executed the original of said Unit

Agreement or a count.erpart thereof. i

i

?

The underslgned also being the owners of the leasehold, royalty or . : _i
;' |

‘IN WITNESS WHER.EOF thls instrument is executed by the unders:Lgned
as (of thé dat.e set forth in’ t.helr respective acknowledgments.

N

) Denver, jﬂglorado v -

STATE OF __CAJLLEQRNIA 0
CITY AND N |
COUNTY OF | SAN FRANCISCO 0 : ‘

'Ihe foregoing 1nstrument. was ackitowledged before me this L3th daj

of Agrul | 1967} vy

My Cormission Expires:

NOTARY Pusuc - CALIFOR"JIA
CITY AND counrv OF
SAN FRANCISCO |
My Commission Expiras Jle 1, 19€7

STATE OF ____ 0

COUNTY OF _____ ¢
The foregomg 1nstrmnent was acknowledged before me this day

of s 19673 by

: Notary Public in and for
My Commission Expires:___ B County, .




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The unders:.gned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Um.t Area embracmg lands sitnated in Lea County, New Menco, which said agree-
mént is datéd the 22nd day of March, 1967, and acknowledge that they have read
the same and are famlliar with the terms and condltlovxs thereof.

The unders1gned also being the owners of the leasehold, royalty or
other interest in. tne lands or minerals embraced in' sa.1d unit area, as indi-
cated on the schedule attached to said Unit Agreemeﬁt as Exhibit "B", do here-
by commit all of thelr said interest to the Hat ‘\‘Iesa L’n:Lt. Agreement and do
hereby consent theretd arid ratlfy all of the terms and provisions thereof
exactly the same as 1f the undersigned had executed' the original of said Unit
Agreement or a counterpart thereof. ~

IN WITNESS m{EREOF this instrument is executed by the undersigned
as of the date set forth in thelr respective acknowledgments.

ADDRESS : } SIGNATURE

P. Q. Box 737

Curt.ls R. Inman

-_.___._eﬂgv Midland, Texas _ &M_JA&AMM

Ifurlel Henderson Inman

SfA’I‘E OF __Texas 0

‘0‘6" ‘>OF Midland 0

The foregoing instrument was ‘acknowledged before me this _ 25th__ day

of ___ April __» 1967, by ,
./ M (Ellen Fegett)
| Notary Public !in #id for _ Midland
My Commission Expires: 6-1-67 County, _ Texas ; » .
STATE OF | ]
COUNTY OF 0

1

The foregoing instrument was acknowledged before me this day

of Iy 1967, by

Totary Public in and for
Yy Commission Expires: _ e County, : .

A o T L . B AR



i H : PR i i :
CONSENT AND RATIFICATION
HAT iESA IU’\IIT AGHEEMENT

|

LEA COUI\'DY NEW’ MEXICO

: ( ! r i
: : : 3 : i -

. 'I'he unde‘rs:.gned §(whether’ h 0;1; r*no ) hereby acknowledge receipt of

a copy of the URLt Agreément FoF th § eliﬁnent and Operation ‘5f the Hat Mesa
Unit Area embrac:n.ng lands s:ttuated 11 Leg. County, New México, 5 which said agree-
ment is dated the 2,d day o.f" March,E 967 ,?a.nd .9.cknox«1rledgeé that ‘they have read

the game and are famliar with the termsi and cond:n.tlons thereof

R N

'I'he underengneid ialso bemg% thei“owners of tHe leasehold, royalty or
other interest in thp lands or 1 minerals embraced in sf’eud unlt area, as indi-
cated on the schedule attachegd to g.=.;a.1d Unlt Agreement as Exhlblt "B", do here-~
by commit all of thelr §ad ﬂt%rest% to, the Hat Mesa L'm.t Agreement and do
heneby consent thereto ﬁnd ratlfy §all of! the terms and DI‘OVlSlOI‘lS thereof
exactly the same as if the unders:Lgned had%executed the omgmal of said Un:Lt

Agreement or a counterpart thereof.

EoRY i i g R
IN HITNESS WHERstF thls 1nstrument is executed b*r the undersigned

as of the date set for't.l} in the:p.r re >p°ct1ve acknowledgments.

wowss - srohwios

—— P Q. F pxmi/ P :
: f: Elsn.e G. Gorman

STATE OFMM___ o

‘A:\coumoxr Eddy . so.

? f : . i : : 3

The foregomg 1nstrument was acknowledged before ‘me this __757'2 i day

2, 1967 iby

3
F
b3

her husband

| e 2
My Commission Expires: ?,//2’!] 69

STATE OF T
COUNTY OF | o

| The foregoing dnstr'lnnent was acknowledged beforeme this day
of 1967, by

i
!

} ‘ , Notary Public in and for
My Commission Expires: __ . - ° County, : ; .




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Developmient and Operation of the Hat Mesa
Unit Area embracing lands situated in Lea County, New Mexico, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same and are famliar with the terms and conditions thereof.

«un PRARRA

The undemlgned also being the owners of the leasehold, royalty or
other 1nterest in the lands or minerals embraced in said unit area, as indi-
cated on the schedule "attiched to said Umt Agréement as Exhibit "B", do here-
by commit all of their said interest to the Hat Mesa 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 sai:l Unit
Agreement or a counterpart thereof.

- IN WITNESS WHER:,OF this instrument is executed by the undersigned
\as of the date set: forth in t.helr respective acknowledgments.

ADDRESS ‘ SIGNATURE
P, 0, Box 2904 _ tm_&‘__% AT
‘ Katherine V hnson
Denver, Colorado . .
. Johnson’
statE oF _ Cadundy 0

'COUNTY OF /Q’M»«—&L_/ 0 :
The foregoing instrument was acknowledged before me this _Z ol day ;

, 1957’ by Kathering V, Johnaon and M, S. Johnson,

K1y bt e,

her husband

o

Yo ary blic T and for ML/

My Commlsslon Expires: //F g 8 __  County, __ Zak .
| | 'STATE OF 0
] | COUNTY OF 0 f

The foregoing instrument was acknowledged before me this day

of , 1967, vy

Notary Public in and for
My Commission Expires: . County, .




»

S o i
'CONSENT AND RATIFICATION
HAT MESA UNTT AGREEMENT

LEA COUNTY, NEW MEXICO

The underslgned (whether one’ or more) hereby acknowledge receipt of
a copy of the Unit Agreement 5‘0; the Development and Operatlon of the Hat Mesa
Unit Area embracing lahds’ situated in’ Iea County, New Mexico, which said agree-
ment is dated the 22nc1§r day of March, 1967, and acknowledge that, they have read
the same a.nd are famliar w.lth the terms? and cond:.t:.ons thereof.

,,,,,,,

other interest in the landsi or m:merals embraféed in said unl} a.rea, as indi-
cated on the schedule attached to said Umt Agreement as Exhibit "B", do here-
by cormit all of their saﬁd mterest to the Hat Mesa Unit Agreément and do
hereby. consent thereto and ratlfy all offthe terms and DI‘OVlSJ.OTlS thereof
exactly the same as 1f tHe undersa.gned had ‘executed the orlgmal of said Unit
Agreement or a counterpart thereof .

N WITNESS WHER;:.OF thls 1nstrument is executed by the under51gned
as of the date set fox‘th 1n thelr respectlve acknowledgments. !

ADDREsé AR smmi*ruﬁr:

‘321, West Center Street ‘i ‘ -

Provo, Utah 84601

i (I 7 A ~ ; :
PAAL P, Robley

STATE OF 7MZ {D

COUNTY OF >4/7'i "0

The forego:mg 1nstrmnent was acknowledged vefore 1 me thls i & At

/1'6 day

of Ve d L 1967, by Erma Dee _,hrléy\andf
: — , : —

Paul P. Robley, her husbamd . T ~{ }//

I‘Totaxy Publlc in” v 4 for~_ W2

My Commission Expiresfi ["j‘—jo Count/v, /- 74,/ e LD -
staTe or EEARr
COUNTY OF I

The forégo:i‘ngf ihstrinnent was “acknowlédged before ?me‘ this day

. Notary Publlc in and‘ for
My Commission Expires: . _ County,




- CONSENT AND RATTFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

————— e

L The undersigned (whether ono or more) hereby sacknowledge receipt of
. ~a copy of the Unit Agreement for the Development and Operation of the Hat lesa
‘ ed in Lea County, New ttexico, which sald agree-
the 22nd day of March, 1967, and acknowledae that they have read
are familiar with the terms and conditions thereof.

‘ The undersigned also veing the owners of the leasehold, royalty or
ds or minerals embraced in eald unit area, ¢

other jnterest in the lan

cated on the schequle attached to said Unit Agreement
by commit all of their said interest to tho Hat- Mesa ,
hereby consent thereto and ratify all of the terms and prov
exactly the saxe as if the undersigne uted the original of sa
Agreement or a counterpart thereof . g

,_ ment is dated
the same and

id Unit

.. IN WITNESS m{EREOF, this instrument is executed by the undersigned
as of the date get forth in their respective acknowledgnents.

SIGHATURE

ADDRESS

1417 South 3080 East street

salt lske City, Utah - '

STATE OF __Utab )
GOUNTY OF sait lake 0 | :
ged before me this _|ath __ day

The foregoing jnstrument was acknowled

_ T

of April , 1967, by Robert P, Kunk el and . o

Fr;mceé Kunkel, his wife P | | : : : S
Hotary Publi ' < SRR R 3

¢ in and for

Wy Commission Expires: County, . .
' . " Reslding af salt Lake Clty, »U1’a’h
STATE OF R 0‘
COUNTY OF " 0
cknowledged before me this day

The foregoing ipetrument was &

3 1967: by /._——-/

of

N

Notary Public in and for .
County,

§ e T e et

SIS

My Commission Expires: _

RS EES. B LN




i

’_salt_" fL‘ake City, tah

CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

- LEA COUNTY, NEW MEXICO

: The. undemlgned (whether one or more) hereby acknowledge receipt of
a copy 'of the Umt Agreement for t.he Development and Operation of the Hat Mesa
Unit Area. embraclng lands sn.tuat.ed* 1n“Lea County, New Iex:.co , which said agree-
ment is dated t.he 22nd’ day of March 1967, and e.cknowledge that they have read
the same and are famliar ‘with the tenns ‘and condltlons thereof.

. The unders:.gned also be:n.ng the owners of *the leasehold, royalty or
ot.her interest m‘ the lands or mnerals embraced 1ﬁ sald unit area, as indi~
cated’ on the schedule attached to said Urilt Agreement;as Exhibit "B", do here-
by cormit 1) of %helr sa.ld 1nt§rest to the Hat 1‘Tesa Unit Agreement and do
héveby, consent thereto and ratlfy all of the terms and provisions thereof
exactly the same as 4f the unders:.gned had execiled the originel of said Unit
Agreement or a counterpart thcrf*of. ‘

L Z‘ £ : ;

; N WITNESS WHER&OF thls mstrument 1s executed by the undersigned

as oi‘ ‘the dite: set fort,h in thelr respec{',lve acknowledgments.

?AﬁbREf‘ss‘ - . SIGNATURE

18 Ejdge(:ombe lirive

i

STATE OF I , o
COUNTY “OF M Lt

The forego:.ng 1nstrmnen+ was aclfnowledged before me this ; g day

-

P o 1967, by Helen 1. Fehr, a widow

Notary Publlc 1n and f %

My GénmissionjEﬁpif‘es:@‘p 17 (jz.'z County, _t=ts g:% 2lien 4

COUNTY OF _______ | 4
The foregomg 1nstrument was acknowledged before me this day

of _ L , 1967, by

: L I!otary?Publi"c‘; in and for .
My Commission Expires: 3 _ County,




CONSENT AND RATIFICATION
HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

i . : The undersigned (whether one or more) hereby acknowledge receipt of

= 2 copy of the Unit Agreement for the Development and Operation of the Hat Mesa
o ,.  Bnit Area embracing lands situated in Tea Gounty, New Mexico, which said agree-
; ‘ment is dated the 22nd day of March, 1967, ‘and acknowledge that they have redd
| the same and are familiar with the terms and conditions thereof.

. The undersigned also veing the oyners of the leasehiold, royalty or
other interest in'the lands or minerals embraced in said unit area, as indi-

o

cated on the schedule attached to said Unit Agreement as Bxhibit "B", do here-
by commit all of their said interest to ’£hf‘e'Hait. Mesa Unit ‘Agreement and do

PEET AErt O WY e . i - = PO
hereby consent lneretv and ratify 211 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.

,  Iv HITNESSWHEREOF , this instrument is executed by the undersigned
as of the date seb forth in their respective acknowledgments.

ADDRESS ’ ? SIGHATURE

D2 Doz
____P. O, Box 182 { :

M. M. Merritt

r .

B P Ellen Marie Merritt
STATE OF TEXAS 0 ': o .
COUNTY OF :Mi.dland 0 ‘

The foregoing instrument was acfknowledged before me this 21st  day

of __ April . , 1967, by _M. M., Merritt and wife Ellen Marie _

-

Merritt :
e _/g: . _
' ; Notary Public in and f9T Midl and
My Commission Expires: June 1, 1967 County, _Midland, Texas .
? k lf?f:!c”'ﬂ?'_n Notary Pebite
STATE OF : 9 e
COUNTY OF __ 0
The foregoing instrument was acknowledged pefore me this day
Ngtary Public in and for

My Commission Expires: - County, .
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| CONSENT AND RATTFICATION

HAT MESA UNIT AGREEMENT

LEA COUNTY, NEW MEXICO

ed (wht ther one or more) hereby acknowledge receipt of

emént fop’ the! Developménit arid Opération of the Hat Mesa

Unit Area embracfng lands sa.tua.ted in Lea County, New Mexico, which said agree-

ment is'dated the 22nd

day of Ma.rch, 1967, and acknowledge that they have read

the same and are &‘amliar w.lth the terms and conditions thereof.

T}le und‘ersn.

other 1nte stf 1n‘ the

cated on th‘e schedule ?attached to ‘said Unit Agreement as Exhibit "B",

ed aléo beingrthe owriers of the leasehold, royalty or

lands or minerals embraced in said unit area, as indi-
do here-

by comnut aﬂzl of theul said :mterest to the Hat Mesa Unit Agreement and do

3

hereby consent theretcg a.nd ratlfy a.ll of the terms and orov151ons thereof

Agreement or a counterpart thereof. :

: IN HITI‘IESS hHERz.OF thJ.s 1nstnnnent is executed by the undersigned
as of the date set forth in t.chelr‘respectlve acknowledgments.
mbRESS SIGNATURE

A /

N T T |
_707 Interurban Building

hn

Dallas, Texas 75201

STATE OF Toxps N}
COUNTY OF | Drella 0

oo by
The foregoin

g i’nstr?mnént was acknowledged before me this __Lll’j) day

of @M i . i , 1967, by __ John K. Funk d
. Flia T A Fawk .
0 T y - Ko #
SNSRI SE I N ; Notary Publie inand for Dl
Yy Commission Expires: County, Tk s .
STATE OF .. . _ . 0

COUNTY OF _,_

f

P 5 .
The foregoin

g inst‘fumént was acknowledged before me this day

, 1967, by

of o ; i

i

My Comissif&n Exgi res:

Notary Public in and for
County,

————




‘ CONSENT AND RATTFICATION
) | . HAT MESA UNIT AGHEEMENT
iy LEA COUNTY, NEW MEXICO

" The’ unders:l.gned (whether ofie or more) hereby acknowledge receipt of
a copy of the Unit Agreement for the Development and Operation of the Hat Mesa
Unit Area embracing lands situated in lea County, New Mexi o, which said agree-
ment is dated the 22nd day of March, 1967, and acknowledge that they have read
the same a.nd are famlia. with the terms and conditions thereof.

. The undemlgned also be:mg the owners of thé leasehold royalt.y or
other interest in the lands or minérals embrzced in 'said unit area, as indi-
‘cated on:the schedule attached to said Unit Agreement as Exhibit "B, do here-
by com1t all of thelr said interest to the Hat Mesa Unit- Agreement a.nd 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 & counterpart. thereof.

.. IN WITNESS WHERREOF, thls instrument is executed by the undersigned
as of the date set forth in thelr respective acknowledgments.

ADORESS S STGUATURE

_P._0. Box 100k 320 Minewals, Ltd.

John B. Castle, Generil Partner

Midland, Texas, 79701 By :

STATE OF __ Texas )
COUNTY OF _Midland 0
The foregoing instrument was acknowledged before me this _3rd day
of April , 1967, by __ John B. Castle, Genera) Partner
in 320 Minerals, Ltd. . :
- R SR Notary Public in a.nd for zl«hdla.nd
' My Commission Expires: 6-1-67 County, _Texas : .
STATE OF )]
' COUNTY OF _ | 2

The forégoing instrument was acknowledged before me this day

of , 1967, by

‘ Notary Public in and for
My Conmission Expires: o County, ) .
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UNIT OPERATING AGRERMENT
FOR THE HAT MESA |UNIT AREA
TEA COUNTY, NEW MEXiCO

'THIS AGREEMENT, made and ehtered i?inféo as of the 22nd  day of __ March
1967, by and between” PHILLIPS PETROLEUM COMPANY , a Delaware corporation, with an office in
Midland Texas > ‘héreinaftér referred to is ii'Uni'a.t Operator, n and such other working interest
owners who subseribe to this agreement who havie work:mg interests subject to the Unit
Agreement for the operatlon and development. 'ofthe Hat Mesa Unit Area, which said parties

are heremafter referred to as "Working Intereet Owners" or as "Nonoperators,"

W T_T.N.J B .8 q m M

..—-.-.—.-—__——-

WHEREAS the pa.rtles hereto have concurrent]y herewith as of the date hereof,
entered mto a certam Umt Agreement for the development and’ operatlon of the Hat Mesa
Unit Area, wh:.ch is heremai‘ter referred t,o as "Umt Agreanent " embracing lands situated
in Lea County, State of New Mexlco, descrlbed 1§1 Section 1 hereof and -

WHER.EAS Phllllps Petroleum Company kas been designated as the Unit Operator
under the tems of said Unit Agreement and 13 aiso a Working Interest Owner under said
Unit Agreement and ent.ers into this agreement 1n both capacities; and

WHEReAS the unders:l.gned World.ng Interest Owners have committed certain oil
and gas leasehold interests to said Unit Agreement which are to be subject to the terms
and condlt.ions thereof, and |

WHEREAS the partles hereto enter :mto thls agreement pursuant to Section 7

of the Unit Agreement

NOW TI*lEREFORE, it is mitually agreed between the partles hereto as follows
1. DESCRIPTION OF UNIT AREA: The term "Unit Area” as used herein shall

mean and :mclude the follomng described land

Townshlp 21 South Range 12 East, N.M.P.M.

Section 1:  Lots 11, 12, 13, 14 and S/2

Section 2: Lots 9, 1() 1), 12, 13, 14,
- 15, 16 d S/2

Sectlon 3y SE/N

Section 10: E/2

Section 11: A1l

Section 12: All

Section 13: A

Section 14: N/2 and: SE/A

Section 24: N/2

Townsh ip 21 South, Range 33 East N M.P.M.
Section’ 6: Lot 18, and E/L SW/L

Section 7: Lots 1 2 3, 4, E/2 W/2, E/2
Section' 8: Al | ;

Section’ 9: W/2

Section 16: W/2




Section f?: A1l

E Section 18: Lots 1, 2, 3, 4, E/2 W/2, E/2
: ‘ Section 19: Lots 1, 2, E/2 NW/4, NE/L -
Containing 7874.03 acres, more or less

2. UNIT OPERATOR AND EM?IOYEES: Phillips Petroleum Company, a corporation,

the parﬁy hereto named as Unit Opekator of the Unit Area under the provisions of the

RN

Unit Agreement, or its duly appointed successor Unit Operator, shall have the exclu-
éive right to develop and operate %he Unit Area subject to the provisions of this
agreement and the Un1t Agreement._‘All individuals employed by Unit Operétor in the

conduct of operations hereunder shall be the employees of Unit Operator alone and

their uorking hoirs, rates of compénsation and all other matters relating to their
employment shall be deterndned solely by Unlt Operator.
: 3. UNIT OPERATOR - DUTIES Unit Operator shall in the conduct of operations:

» (a) Consult freely with Worklng Interest Owners concernlng unit operations,
and keep‘Wbrking Interest Ouners 1nformed of all matters arising durlng the operation
of the Uﬁit Area which Unit Operator, in the exercise of its best judgment, considers
smportant;

| | (b) Keep full and accurate records of all ¢osts incurred, rentals and
foyaltie; paid, and controllable materials and equipment, which recorde, receipts.
and vouchers in support thereof shall be available for inspection by authorized rep-
—.f resentat1ves of the Worklng Interest Owners at reasonable intervals durlng usual bus-
iness hours, at the offlce of the Unlt Oparator;
{c) Permlt ‘each of the Working Interest Owners, through ‘its duly
authorlzed representatives, but at 1ts sole risk and expense, to have access to the

Unlt Area at all times and to the derrick floor of each well drilled or being drilled

ﬂereundef, for tﬁe pufpoSe of obseéving operations conducted hereunder ‘and inspecting
jointly QWned materials, equipment and other property, and to have access at reason-

able timés to information and data in the possession of Unit Operator concerning the

Unit Areé} ‘ _

(a) Fufnish to each of the other parties who makes timely written request
therefor;Lcopies of Unit Operator's' authorization for expenditures of itemizations
thereof in excess of Five Thousand ($5,ooo.00) Dollars, and copies of all drilling

reports, well logs, basic engineering data, tank tables, gauge reports and run tickets,

: : and reports of stock on hand at the first of each month, if available, and samples of

-2-
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cores or cuttings taken from wells driiled hereunder, containers therefor to be
furnished by the party ireques’ting‘su‘chi‘ satﬁple"s;

() Comply with the teris dnd conditions of the Unit Agreement and
all valid applicsble Felleral and Statei;*laﬁs a‘ind;réguia;tions; |

(f) Keep the land in the Unit Area free from llens and encumbrances
occasioned by its operat jons, except such llens a.s the Working Interest Cwners elect
to contest, and save on.ly the lien granted the Unit Operator under thls ag.eement .

4L, UNIT OPERATOR - RESTRICTIONS' "The UnitQOperator shall not do any of

the following things wlthout the consent of the Workin,g Interestg Ouners obtained as

herein prov:Lded'

‘ (a.) Loca.te, drlll deepen, or plug back any we.u. or Let “any contract
therefor, except as otherwise pemitted under th:ls agreement The-a.pproval of the
drilling, deepenmg or plugg:mg back of any uell sha.ll ‘be rconstrue-:i to mean and

include the approval of any reasona‘bly necessa.ry expendltures for the ‘approved oper--

‘a.tlon, mcludmg the complet:mg and equipping of such well and the necessary lines,

separators and necessary tankage if a producer, and if a dry hole, the plugging and
aba.ndonment thereof, ex,ept as othemse prov1ded hereln, : .

(b) Ma.ke any other expendltures in: excess of Flve Thousand ($5, OOOJ

Dollars for any one s:mgle .ttem, '

(c) Ha.ke any partial relinqulshment of the rlghts of the Unit Operator;
(d) Abandon any well or! wells, A
( e) Enter into any plans for development of the Unit Area or any

participating area or amendment thereof or any expansion or’ contractlon of the

~ Unit Area or any des:Lgnat:Lon or enlargement of a partlclpatlng area,

(£) Drlll or abandon a.ny 1nject10n Wells or convert any well into
an injection well; - |

(g) Determine whether to arili a déemdniied offset ‘well or pay com-
pensatory royalty; | : :

(h) Make any ar"ran”gement for repressuring; ic_\,*cla'.ng”or pressure main-
tenance, or approve or disapprove any change in the existing’ method of operation;

(i) Contest any encumbrance or lien.

In case of blowout, explos:Lon, flre, flood or other sudden emergency, Unit

Operator may take such ' steps and incur such expense as, in its Opmion, are required
to deal with the emergency and to sa.feguard lue and pmperty, provided that Unit

Operator shall, as promptly as reasonably p0331ble, report the emergency to the other

L3
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parties and shall endeavor to secure any sanction that might otherwise have been
required,

Subject to the provisions hereof, Unit Operator shall have full control
of the premises subjected hereto and shall conduet and manage the development and
operation 6f unitized lands for the production of unitized substances therefrom for
the account of the parties hereto.

5. CONSENT OF WORKING INTEREST OWNERS: In comnection with operations

conduétéd by Unit Operator for which consent of Nonoperators is required under this
agreement, the Working Interest Owners shall have the right to vote thereon in pro-—_
portion to their respective‘pgrticipétion percentages under this agreement, except
that with respect to such opefations'as are being conducted at ﬁhe cb%t of less

than all of the Working Interest Owners those Working Interest Owner ‘Eéa§1néiigé?‘”'“m“"“

cost of such operations shall have the right to vote whenever their consent is re-

quired in the proportion that their respective participation percentages under this

agreement bear to the total of such percentages of such Wbrk1ng Interest Owners.
Except as otherw1se Speclfled herein‘or in the Unit Agreement an afflruatlve vole
of 70% of the voting power of the Working Interest Owners involved shall constitute
the deciéiéh'of the Wbrkinngnierest?Owners, which decision shall 5§ binding upon
all; provided, however, that should any Working Interest Owner own as much as 70%,
but less than 100%, voting interest, his vote must be supported by the affirmative
vote of at least one additional Working Interest Owner; and provided, further, that
if any party owns 30% or more voting interest, but less than Sixi,-tﬁervote of such
party shall not serve to defeat or disapprové any matters apprdved‘b§ the majority
(cver 50%) unless supportedfby at least two additional voting‘interéﬁts. Provided,
howevér, if only one Working Interest Owner is entitled to voté, such party's vote
shall control. If only two parties are entitled to vote, the vote of the one with
the greater interest shall prevail.

The Working Interest Owners shall meet in regular or special meetings
for the purpose of discussing unit business and of voting on matters in connection
therewith, and of exercising any other powers by this agreement or by the Unit Agreement
committed to the Working Interest Owners. A special meeting Féy be called by
Operater at any'time:and shall be called by Operator promptly upon the request of
any Werking Interest Owner or Owners whose participation percentage totals twenty
per cent (20%) or more. FEach Working Interest Owner shall designate a representative

and an alternate to represent him at such meeting, who shall have such powers as are
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conferred on him by his principal, which powers shall be sufrm:lentl, broad ‘to
enable the representative to vote on matters coming before sald meetlng. Notl‘ces
of meetmgs and place of holding same shall be served on such representatlve by
the Unit Operator. The representatives of the bmt Operator shall act as Chalr—
man at all meetings. Each Working Interest Owner shall have the 1‘1ght from tme
to time, on notice to the Unit Operator, to change the renresentatzve or the
alternate. With respect to the drilling of wells,: other than the lnl‘élal test
well, approval of proposed plans of development ot rrodlflcatlons ‘or amendments
thereof or the demgnatnon of participating areas! for renslohs thereof 3 Umt

0 erator ehall submlt to the Nonoperators entltled t’o‘i vote tihereon fan® agenda
settlng forth the matters to be determ:med at 1east flfteen f(AILS)‘dayss bxilor ;
to the date of the meetmg, provided,’ however, that whenever a determlnatlon :

F:,

is to be made as to the ‘deepen:mg, plugglng* ba.ck or ‘r

rklng of a: well*where a

drilling rig is on locatlon, Operator shall glve Nonoperator at leas’c forty—elght

: 3’5unday5i and lholldayS' i It‘
Py i b

(48) hours' notice thereof exclusl & of- Saturdays
shall be sufflclent for ‘the Unit Operator to poll all of the affected Worklng

Interest Owners on all such matters without calhng ; meetling and any vot.e 50

taken pursuant to such poll shall be : as bmdmg on
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as if done at a regular or special meet:mg at’ whlch quorum was present.; Unlt

_Operator shall advise all Work:mg Interest Owners the resu.lts of any poll so taken.

6. UNIT OPERATOR - LIABILITIES: In the conduct} of operatlons hereunder

Unit Operator shall be obligated to use only’ the care and dlllgence customarlly

i

exercised by a prudent operator in the area in whlch sald la.nds are *located and

Unit Operator shall not be 11able for the result o any error of Judgment or for

the loss of or damage to any jomt property not | resﬁl ng ;from the gmss negll—

gence or willful msconduct of Unit Operator or: 1t : el loy‘ees.~ Umt Operator‘

'"m

Wi,

shall not be responsible for the neglect or default of any drllllng contractor

or other contractor engaged by Unit Operator ind operatlons hereunder. ~:

7. ALLOCATION OF UNITIZED SUBSTANCES All unltlzed substances produced
and saved from each participating area establlshed ‘pursuargxt to the Un1t Agreement
except any part thereof used in conformity mth good operatlng practlces mth:m
the unitized area for drilling, operating, camp and other’ productlon or;develop—-
ment purposes or for repressuring or recycllngim éccordance w1th an approved plan'
of development, or unavoidably lost, shall be deemed to be produced equally on an :

acreage basis from the several tracts of un1t1zed 1and of the partlclpatmg area

~-5-
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establis};;ed for such production and for the purpose of computing and paying all
royaltief;, overriding royalties or obligations payable out of prdduetion of the
x‘espectijfre Working interest Owners, each such tract of unitized land shall have
aliocateéi to it such pe‘reentage of said production as the number of acres of each
such tract included in said partlclpatmg area bears to the total number of acres
of umtlzed land in said part1c1patmg area 1n conformity with Section 12 of the
Unit Ang‘eement.

Al) prodﬁ'c't.’iéh' remaining after allocating the production for the purpose
of payixizg royalty, overriding royalties and obligations payable out of production
as above provided {and being the working intereet) shall be éllbéated to the respec-
tive Worklng Interest Owners in accordance with the percentages reflect:mg thelr
respect;we beneflclal mterest.s determined as heremaft.er provided.

The present beneficial interests of the respective Workmg Interest Owners

are shown in Column No. (8) ‘on Exhibit '"D® and are determined as to each party on

an adgusted surface acreage basis. frhe adjustment in‘surface area has been made
by dptennlning the percentage of the total production bnbduced from or allocated

to nr{_v t.ract whlch is required to meet all royalty, overriding royalty, production
payments or other obligations paya.ble out of the productlon from or allocated to
such t}'act ‘and multiplying the number of acres contained in such tract by such per-
cmtaée and deducting the product from the tot;al number of acres in said tract, the
r‘emairgder being %he adjusted surface acreage in each such tract. The beneficial
interéfs’t of each party shown on Exhibit "D" attached:hereto represents the sum of
the nét acre interests of each party in all tracts committed to the Unit Area div-
ided Py the total number of net acres committed to the Unit Are‘aj. Upon liquida-
tion _%:f any production paymeht shown on Exhibit "B" attached to the Unit Agreement,
‘t.here;£ shall be a readjustment of the adjueted surfaceé acres on the basis set forth
abovej and the interests of the parties recomputed on the basis of the revised ad-
Juste%d acreage. The percentages of partieipation of the parties hereto shall re-
main :;}t.he same regardless of any contraction of the Unit Area or automatic elimina-
tion :‘irof lands therefrom in accordance with Section 2 of the Unit Agreement but shall
be révised upon; commitment of any uncommitted acreage within the Unit Area, upon
axpaf;sion of the Unit Area, upon loss or failure of title to any tract within the
Unit?Area, upon transfer of title to working interests subject to this agreement,
or a;s provided in Section 18 upon assignment of leases in lieu of the designated

paymfent.s or loss of a lease for failure to pay such payments.

—6-
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| The beneficial interest of each party, determlned as prov:Lded hereln,
shall be the participation percentage of such pa.rty m the worklng interest prod-
i uction: from the Unit Area. Howsver, for all purposes other than allocation of

' productlon, the participation percentage of each party shall be that perientage

of the total surface acres within the tracts committed to the Unit Area whlch is

et Bt s A 4 - s

committed by such party. ‘ . :
} k
If any tract committed to the Unit Agreement. becomes burdened by any

H

addltiona.l overriding royalties, obligations payable out‘ o’i‘ productlon, or 11ke

i

5
obllgat:ons s other than those shown on .EJd‘llblt up fattached to the Unft Eﬁgreement

L ‘va

the burden thereof shall be borne excluswely by the ownier or owners df such tract

2 ’ “ ! 8. COST OF OPERATIONS: The actual cost ! offt he Unlt Operator of‘nerform—
= ; , ' I

AR ' ing 1ts oblngatlons as Unit Operator hereunder shall i apportloned’among the Work-

ing Interest Owners in proportion to their part1c1pat10r§ percentages under thls

agreement and shall be paid by the several Workmg Inte:i'est Owners as*heremafter

!

b
prov1ded. The cost ‘of éach operation not partlclpated %n by all Work:mg Intere..-,t

Owners shall be separately kept and charged to thee Worlung Interest Ot’ners affected
the proportions required by other appllcable pro isi Ems of this éag%‘ef ent *or :m
[ "

such other manner as such owners may agree. All materlals s equlpment and other

V'»'-r

i

prOperty, whether real or personal, charged as a part of the cost of operatlons
L P
hereunder shall be owned by the Worklng Interest Owners 1n the same proportlon

TR

that they were charged therefor. All such costs » expenses > credlts andfrelated
matters and the method of handling the acconntmg w1th respect thereto shall be
in accordance with the provisions of the Accountlng Proicedure attached hereto s

o R
SN made a part hereof and marked Exhibit C. - P b

i

In the event of any conflict between the prov1s:.ons contalned e1ther in

the body of this instrument or in the Unit Agreement or 1n the Acc“u.ntlng Procedure,

the prov1s:|.ons of the Um.t Agreement shall g:)vern to the ‘extent of suchi confllct

unless otherwise prov1ded for thereln In the event of any coni‘llct ‘bétween the

i v"'TW i s shte T

prov1j31ons contained in the tody of this instmmelflt and those contalned in the

o

Accoufnting Procedure, the provisions in theébody §>f this :’ﬁnstrument fszhafll:go;vern.

The tferm "Operator" as used in Exhibit C shall bef." deemed to 'refer to the Un1t

Operator, and the term "Nonoperators" as used in Exh.LbJ.t ‘c shall be deemed to

refer to the Worklng Interest Owners herein.

9. OPERATOR'S LIEN: Unit Operator is hereoy granted a prlor‘llen on

the rlghts and interest of each Working Interest Ownergin the Un1t Area and ‘the

unltlzed substances allocatod to each such Worklng Int =rest Owner, and the mater-

jal and equipment thereon, to secure the payment of 1ts proportlonate par, of the




said costs and expenses. Should any Working Interest Owner fail to pay its pro-

portionate part of said costs and exﬁenses within thirty (30) days after being

billed therefor as provided in the referred to Accounting Proeédure, Exhibit C,

Unit Operator shall have the righ{. at its option at any time thereafter, such

default c‘ontihuing, to foreclose said lien on the respective ijriterests of such

Working Interest Owners, In lieu of or in addition to such reiriedy, the parties

hereto agree that in the event of déf‘ault, except in cases of a bona fide dispute,

the Unit Operator may notify the pux‘éhaser of the defavlting ﬁarty's share of

unitized substances (the purchaser ot to be bound by the provisions hereof unless

so notified) and such purchaser shall, without liability to the defaulting party,

pay all proceeds accruing on account?; thereof to Uﬁni';, Operator until said obliga~

tion is extinguished. In lieu of or in addition to the remedy above specified i
for such default, Unit Operator may have any other remedy afforded by law or ‘
equity against the defaulting party for such default.

Likewise, Nonoperators are hereby granted a prior lien on the rights and

interests of the Unit Operator as a Working Interest Owmer in the Unit Area grd

unitized substances and upon the int;érest of the Uni'f. Operat.orf in all materials
and equipment to secure the payment 'of any amounts which may become due and owing
from Unit Operator to any of the Noﬁépefaﬂors, which lien shall be subjie’ct to all
of the terms and conditions providedf for in the preceding paragravch.

10. 'ADVANCES: Unit Operator, at its election, may ;require each Working
Interest Owner hereto to advance its respective portion of 'dexi:elopment costs here-
under in accordance with an estimate by Unit Operator to be made not less than
i‘ifteen (15) days in advance of the lx‘nolnth in which the costs and expenses are to
be incurred. If any party fails to pay its share of said estimate within 'said
time, the amount due shall bear interest at the rate of 8% per annum from the date
of expenditure until paid. Adjustmént between estimates and actual costs shall be
made by the Unit Operator at the close of each calendar month and the accounts of
the Working Interest Owners adjusted accordingly.

11, TAXES: Unit Operator shall render for ad valorem taxes all Jointly
owned personal property acquired fof‘ or used in operations under this agreement.
Such taxes shall be initially paid by Unit Operator and charged to the joint ac-
count for payment by the parties who own the taxed property.

12, INSURANCE: Unit Operator at all times while conducting operations
hereunder shall purchase or provide for the protection and benefit of the parties
hereto protection comparable to that afforded under standard form policies of

dnsurance for:




(a) Workmen's compensation insurance to comply with the applfcéﬁle federal and

state workmen's compensation laws.

(b) General public liability insurance with bodily injury 1imits of $50,000 any
one person, $100,000 any one accident and property damage limit of $50 ,000 any one accident
(¢c) Automobile public liability insurance with bodily ihjxiryfliédts of $50,000 any
one person, $100,000 any one accident and property damage limit ‘of $50 ,000 any one accident

Unit Operator shall charge to the joint account an amount equal to the premium

2

applicable to the protection provided.

A1l losses not covered by standard form policies of insurance for the hazards set
out above shall be borne by the parties hereto as their interests ’fapp’éar at the time of
any loss. | ‘

Unit Operator shall notify non—operators ‘in writing of any or;’cufrences wherein lia-
bility may exceed the limits of the insurance if ¢Q>Vered by insurénce“ or $5,000 if not
covered‘ by insurance. ‘

13. INITIAL TEST WEIL: Unit Operator is hereby authofized to drill the test

~well provided for'in Section 9 of the'Unit Agreément, at a location approved by the

Supervisc;r in the SW/4 NE/L of Section 11, Township ;’2'1 South, Range 32 East ,: Lea

. P County, New Mexico, and in accordance with all applicable gdveimméntél rules and

E o régulaf,iéns. Said well shall be commenced by Uni’ épera,-cvrfon?or% bei‘ore May 31, 1967.
After said well is commenced, Unlt Oﬁerator shall pfosecut‘?”}t;ﬁé drlll:mg §f the well

with reasonable diligence in a good and wo’rkinianli"kéfmanner, ‘to'a depth of 15,500 feet,

or 200 feet into the Devonian formation, or to a depth at which c%cnéiusive fluid is
S I encountered in the Devonian formation, or to a depth at which theé parties agree and
Unit Operator is satisfied, that further drilling of the well fvméld'?be unwarranted

o or imﬁrzfcticable, ‘whichever depth is lesser. : In the event ’safd well proves to be

a dry hole or a well not capabie of producing unitized substariceé in paying quantities,
the same shall be plugged and abandoned in adcordarice with the applicable rules and

regulations, and in such event Unit Operator:shall make a diligejht éffort to salvage

as mich of the casing, equipment and other materials used in theé dr:illing of such
well as may prove economicallyifeasi'ble. The leorking Interest Ufwnei"s shall be
responsible for the cost of drilling, completing and plugging’ sa%.d well in pro-
portion to their respective pafticip‘ation percentages as shown in Column No. 1 on page
3 of Exhibit "Dv. It is agreed that in the event said well is x%ot completed as a

' producer the Working Interest Owners who have participated in the cost of drilling

the same shall own all casing materials and other equipment whié:h may be salvaged

-9
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be performed, the location, proposed depth, objective

in connection therewith in the same proportion that

of drilling 3uch well,

i
3

14. WELL CONTRACTS: All wells drilled irl1

Operator, if it so desires, may employ its own t.ool§

of wells, but its charges therefor shall not exceed !t

before drilling operations are coxmnenced and such Jo
Unit Operator under a written contiact containing th;e
shall be customary and usual in the field in contr‘acit
are doing work of a similar nature. | ' |

15. OPERATIONS BY IESS THAN ALL PARTIES:

ually agree upon the drilling of any development well

on a competitive contract basis at the usual. rates tarevallmg in the area.

ithey part.icipated. in the cost

the Unit Area shall be drilled
Unit
and equipment in the dr;lling
he prevailing rates in the
field, and the rate of such charges shall be agreed ; upon by the parties in’ m'iting
rk shall be performed’ by

same terms and conditions as

s of independent contractors who

If all the parl:iets' cannot mut-

on the unit area (being any

well proposed after production is established on ’che Unit Area) other than t.he test

well -provided for in Section 13 hereof and other than
:

nforced" wells provided for

in Section,16 hereof, or upon~the re-—workmg 5 deepen;ng or plugging back" of: a .-

dry hole drilled at the joint expense of all parties ’or a well jointly owned by

a.ll the parties and not then producing in paylng quantlties (i.e., in quantities

suffJ.c:Lent to ‘pay the cost of produclng same) on the Umt Area, any party or

'partz.es mshing to drill, re-work, deepen or plug back such a well may give the

other p_afbies written notice of the proposed operatioh, specifying the work to

cost of the operation.

formation and the estimated

The parties receiving such a hotice shall have thirty (30)

days (except that as to re-working, plugging back or drilling deeper, where a drill-

ing rig is on location, the notice shall be.givén by tf,elegram, and the period shall

be limited to forty-eight (48) hours exclusive of Saturday, Sunday or holidays) after

RN P et . R i
receipt of the notice within which to notify the parti
whether they elect to participate in the cost of the p

of a party receiving such a notice to so reply to it w

shall constitute an election by that party not to part

proposed operation,

If any -party receiving such a notice elects

es wishing to.do the w:brk
ropogsed operation. Failure
ithin the period above fixed

icipate in the cost of 'the

not to participate in the

proposed operation (such party or parties being hereaf

ter referred to as the "Non-

; ,‘ ;
Consenting Parties"), then in order to be entitled to the benefits of this Section ,

-10-
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’ the party or parties giving the notice and such sother’;' paf’ti’és ias shall ‘eliécti to
] participate in the operation (all such parties being ﬁereafief referred to és gthé
"Consenting Parties”) shall, withir. si,d.y (60) days after the expira.tion oi‘ the
notice period of thirty (30) days (or as promptly as possible ‘aft.er the expiratlon
of the forty-eight (48) hour period where the drilling rlg is on location, as the
case may be), actually commence work on the prcposed o,peratlon. and complete ;:Lt
with due diligence. ' L N
The entire cost and risk of conducting ‘such operatlons shall be 'borne
by the Consenting Parties m the ‘proportions that their respectlve partlclbainon
percentages bears to t.he total interest of all Consent:’mg Pa.rt.:.es. Consentn&xg
Parties shall keep the leasehold ‘estates involwved in such operatlons free é.nd

clear of all liens and encumbrances of every k:md created by or ar‘SIng fromtthe

operatlons of the Con: =ent1ng Part:Les. If such an operatlon results in a dry %hole,

the Consenting Parties shall plug and abandon the well at thelr sole cost rlsk &

H

and expense. If any well drilled re—worked deepened for ‘p uggedA back under the - :
3 provisions of tnis Secuon results in a producer of 011 and/or gas in. paylx;g L ;
‘quantities (i.e., in quantltles sufficient to pay the ccst of produc:mg same),

the Consenting Parties shall complete and equlp the well to produce at thelr : i

sole cost and risk, and the well shall then be tumed over t-o Umt Operator and A
shall be operated by it at the expense and for the account of t.he Consentlng Pa.rtles.

Upon commencement of Operatlons for the dr1111ng, ’re—workmg,; deepenmg or plugglng “ {

back of any such well by Consenting Parties in a.ccondance mth the prov1sions of
this Section, each Non—Consentmg Party shall be deemed’ to ha.ve relmqu:xshed to

Consenting Parties, and ‘the’ Consentmg Parties shall own and be entlt.led to recelve,

in proportion to their reSpectlve interests, all of such’ Non—ConsentJng Party s

‘;
mterest in the well, its leasehold operat‘ng r:l.ghts, and share of pmductlon

therefrom until the proceeds or market value thereof (after deductmg productlon

taxes, ,royalty, overndmg royalty and other interests payable oyt of or megsqregi
by the production from such well aceruing with respect to such interest until it

reverts) shall equal the total of the folliowing:

(a) One hundred per cent (100%) of >such 'Non'iCo*nsént.ing Partyi' s
share of the cost of any newly acquired surface eqtfipmen’t beyo‘hdgthe welliihe%ad%
connections (including, but not limited to, stock t‘a.nks,'\ sefxérié.térs, 1‘,x'eezd;‘er"is,%E
pumping equipment and piping), plus one hundred per cent (100%) of each such |
Non-Consenting Party's share of the cost of operation of the well commenc:mg with
first production and continuing until each such Non—Conscntmg. Pgr'ty 8 relmqu:,shedE

~11-
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inte}est shall revert to it under the provisions of this Section, it being agreed
thét"; each Non-Consenting Party's share of such cost and equipment will be that

interest which would have been chargeable to each Non-Consenting Party had all

i paf’ticipated in the well from the beginning of the operation; and,

(b) Three hundred per cent (300%) of that portior of the costs

and eigcpenses of drilling, re-working, deepening or plugging back, testing and

compl%eting , after deducting any cash contributions received, and three hundred
per‘y c‘ent. (300) of that portion of the cost of newly acquireci equipment in the
well i(1'.0 and Nnc¢luding the wellhead connections) which would have been chargeable
to suéh Non-Consenting Party if all had participated therein.
: Before any re—workiné , pluzging back er rdAeeper dr:llmg operation is
undertaken on any well which has been completed as a producer the Consenting Party
shall ifJ.rst obtain the pemsswn of all partles then owning an interest in ssid
well to carry on stch Operatmn and the Consent:mg Parby shall then be entltled
to purchase €ach Non—-Consentlng Party s share of the value of t.he well's salvag-
able meterla.l and equipment, determined in accordance with the provisions of
E:dublt "CY, less the estimated cost. of salvaging-and tho-cstimated cost of
plugglng and abandoning. The material and equipment shall thereafter, for the
purposes of thls Section 15, be. de&med newlv acaulred ma,terlal and equipment of
the Consentmg Parties and the Consentmg Parties shall in a successful operation
be entltled to receive ore hundred (100%) or three hundred per cent (300%) as the
case may be (depending upon whether the material and equipment is before or beyond
the wel}head connectlop), of the entire net salvage value of said materlal and
equipmez?t before the reversion ef the interest in the well , the material and equip-
ment ﬁhéreon to any Non-Consenting Party as hereinafter in this Section 15 provided.
: Within si'xtjf 7(60):daysjafter the completion of any operation under this
Sectlon, the party conducting the operations for the Consenting Parties shall furnish
each Non—Consentlng Party with an inventory of the equipment in and connected to the
well, an_d an itemized statement of the cost of drilling, deepening, plugging back,

testing,’ completing, and equipping the well for production; or, at its option, the

"operat'infg party, in lieu of an itemized statement of such cost of operation, may

submit a%detailed statement of monthly billings. Each month thereafter, during
the tin}e?the‘ Consenting Parties are being reimbursed as provided above, the
Consenﬁ'irig Parties shall furnish the Non-Consenting Parties with an itemized

st,atemenﬁ; of all cost and lisbilities incurred in the operation of the well,

-
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together with the statement of quantity of oil and gas produced from it and
the amount of proceeds realized from the sale of the wellis wbrlﬁciﬁig'iﬁtier;est
production during the preceding month. Any amount realized from t:he? se;le‘ or

other disposition of equipment newly acquired in éonhectién' with any sficH of:eratién

e Aok - - LTS A st 5
‘

which would have been owned by a Non-Consenting Pa.rty had it partlclpated therein

. ; ) shall be credited against the total unretirned costs of the work done and of the

equlpment purchased, in determining when the mterest. of such Non—Co;nsent;ing Party

o

shall revert to it as above provided; if there is a credlt balance it shall: be

paid to such ‘Non-Consenting Party. : L ,
: i and when the COnsenting Pa.rties recover from a Non—Consentmg Party s

9
§’§ =
5.

relmqtushed interest the amounts prov:uied .for above, the rel:mqulshed :mterests T
of such Non—Consentmg Party shall automatlcally revert. to it andsfrom and after
such reversmn such Non-Consenting Party shall oun the same interest. m such well

i

the Operatmg rights and working mterest therem s the’ materlal and equlpment 1n

or pertamlng thereto » and the productmn t.heref‘ron\ a8 : such Non~cénsent1ng Part.y

would ha.ve owned had it participated in the drllllng, e—worklng, deepem.ng or
plugglng back of said well, Thereai‘ter, such ‘Jon—Consentmg Party shall be charged ;

with and shall pay its proportionate part of the further cost of the operatlon of

said well in accordance with the terms of this agreement and the Account:mg Pro-

i

cedure Schedule, Exhibit "C", attached hereto.

Notwithstandmg the provls:mns of 'bhls Sectlon 15, it 1s agreed that

nthout the mutual consent of all p erties, no wells shall be completed 1n or ;
. o produced from a source of supply from which a we_l located elsewhere on the Unlt
Area 1s=produc:mg, unless such well conforms to the Lhen-exlstlng well spas..lng

: pattem for such source of supply.

~ IS
£

» The provisions of this Section shall have no appllcatlon ﬁatsoever to.

L R ; the dmllmg of the Tnitial Test Well on the Unlt Area, but shall apply to the

‘ e-worklng, deepening or plugging back of the 1n1tlal test well after 11; has been
drllled to the depth specified in Section 9 of t,he Unit Agreement $1f 1t 1s, ‘or ‘
thereafter shall prove to be, a dry hole or non—commerclal well, xanid to all other
development wells drllled re-worked, deepened or plugged back, upon t.he Unlt Area.

subsequent to the drilling of the Initial Test Well

-13-
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16. FORCED WELLS: 1In the event Unit Operator is required to drill

any well upon the Unit Area by govérnmental order or demand (including any
Federal oxr State Agency), the cost of drilling and completing said well if a
producer, and of plugging and ébandoning the well if a dry hole, shall except
as otherwise herein provided be borne by all of the Working Interest Owners
as though they had all agreed to the drilling of the well pursuant to this
agreement . Thé foregoing shall include, without limitation, an exploratdry
well or an extension well to determine the limits of any producing formation,
or a well to meet -any offset well drilled on lands contiguous to the Unit Area
which are required to be drilled by such governmental order or demand.

As in the case of any well to Be driiled pursuant to this agreement,
a vote shall be taken on uhetiter the parties desire to drill any well so re-
quired by governmental order; or demand If eny party votes against drilling the
weil, it shall not be drllled at the .cost of all Working Iﬂtereét Owners unless
and nt i1 fﬁe goTernmental qxjider or demand becomes final, and any party or par-
ties voting sgainst drilling such well shall have the right, at its or their sole -
cost, risk and expense, -to prosecute an appeal from such order or demand. If
less than &ll of the parties consent to the drilling of the well, said well shall
be comnenced when said ordéjr;f} or demand becomes final and shall thereafter be
drilled to the "required dept.h at the sole cost, risk and expense of the Consenting
Parties in consideration fo‘r‘;‘v which the Non-Consenting Parties shall each assign
to the Cdnsenting Parties :m proportion to their respecfive interests and without
warran‘f.y of title alliof Nc}r_i-Consenting Parties respective interests in and under
the dfilisite, the area offfvf:hich shall be the same as the spacing unit to be ded-

icated to said required weil.
17. ABANDONMENT OF PRODUCING WELLS: If some but not all of the affected

Working Interest Cwners determine to abandon any well or wells completed as a pro-

H
3
i
£
¢
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H
H
i

ducer but any other party or parties having an interest therein object thereto, then
such party or parties not gciiesirihg to abandon the same shall, within ten (10) days
after receipt of written notice of the proposed abandonment, notify the other par-
ties of their desire to take over and operate said well and shall tender to such
other affected Working Intérest Owner or Owners a sum equal to the value of the

last named parties' proportionate share of the salvagable material and equipment

in said well or wells detemined in accordance with the Accounting Procedure

Exhibit "C" attached hereto less the reasonable cost of salvaging the material

14~
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and equipment and plugging and abandoning the well, and on receipt of said §mﬁ
the said parties having any interest in the well and wishing to abandon said well
shall within twenty-five (25) days thereafter assign without warranty to the |
other Working Interest Owners, in the proport.ions that such Owners' respectivé'
participation percentages under this agreement bear to the total of such pefr—-f
centages of such Owners, the rights of"thé; abandoning parties in the well and’
well property as to the producing formation only and any interest they have ih |
the land on which said well is situated, and in the leasehold estate in a tract
swrrounding said well of an area equal to“that prescribed by the apphcable |
spacing rule of State or Federal authority, but if there is no such’establisﬁed
rule, then said ass1gment shall cover the working interest and 1easehold estatef
in the producing formatlon only in 40 ‘acres - surroundmg the well, or 160 acres :
if a gas well. Said well may thereafter be operated by the Unit Operator for
the sepa.rate account of the Work:mg Interest Owners retam:\.ng interests :m the
well; however, nothing done pursuant to thls Section shall otherwise at a.ny tme
affect the participation percenta.ges of the parties under this agreement. Proper '
bills of sale and division orders shall be executed by the ass:xgn:mg par"ies to :

accomplish the purposes hereof.
18. RENTALS AND SHUT-IN WELL PAYMENTS:
shut-in’ well payments whlch may become

The Working Interest Omérs‘

in each tract shall pay all rentals, ar
due under the lease thereon and shall, at least ten (20) days prior to the due '

date thereof, notify the Unit Operator of such payment. Evidence of such payment :

shall be submitted to Unit Operator promptly after payment is made, If tJue#WOl‘lc—f
. ing Interest Owners in any tract determlne not to pay any such rental or shut-ln !

well payment they shall notify Unit Operator at lease sixty (60) da;ys before the"

due date and they shall, upon request, thereupon assign to all other Work.mg Interest

Owners (in the proportion that such owners' respective partlclpatnon percentages :
under this agreement bear to the total of such percentages of such owners) §all of
their right, title and interest under said lease; provided, however, all stj\ch‘

assignments shall be subject to 211 obl"éigatifons with respect to reassigmneﬁté,; :
if any, of the parties making such assignments theretofore created in fa:voi;- of |
| parties who are not parties to this agreement. As of the effective date of eaéh

such assignment, the participation percenvages of the parties under this agree-

ment shall be revised to reflect the change in working interest ownership fon an’

adjusted acreage basis as described in Section 7 hereof. In the event of Tailure

~15-
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of any Working Interest Owner to make proper payment of any delay rental or shut-
in well payrent through mistake or oversight where such rental or payment is re-
quired to cont inve the lease ir} force, there shall be no money liability on the
part of the party failing to pay such rental or payment, but such party shall
make a bona fide effort to secure a new 'ease covering the same inteérest and
commit such lease to the Unit Agreement and this agreement, and in the event

of failure to secure a new lease within a reasonable time, the participation

NN WL AR NS WA PP Y B G 8 st

percentages of the parties hereto shall be revised to reflect the change in
working interest ownersnip on an adjusted acreage basis as’ émv’ided in Section
7 hereof and the party f;iling to pay any suchglrent'al or shut-in well peyment
shall not be credited with the ownership of any lease on which rental or pay—

Q_’ * ment was required bit was not paid. In the event of loss of title to a lease

for failure to pay réﬁtal?or shut-in well payment, all loss occasioned thereby . .
shall be that of i1:,hefr!ork':'ing Interest Owners who should have paid the same.
Unit Operator will use its best efforts in good faith to furnish all

Working Interest Owners prier notice at any time a gas well ‘is to be shut-in and

notice of the date or dates it is reopened for ‘ﬁrodixction; p‘mvidéd, howe\réf,

Unit Operator will suffer no liability because of failure through mistake,

inadvertance or oversight so to notify any other Working Interest Owner.

19. DISFOSAL OF PRODUCTION: Each of the parties hereto shall own and,

oot RN RN o i o O

at its own expense, shall take in kind and separét,ely dispose of its proportionate
part of a1l the undtized- substances ‘produced and saved from the lease acreage
covered hereby, exélusive of the production that the Unit Operator way use in
developing and producing operations and in prepari'glg and treatmg 0il for iﬁ'a’rké”c

pirposes and 6f prdéﬁét,:ioin uhaVoi&ébly lost; proﬁded that each party shall pay

or secure the payment of the royalty interests pay'éble by or chargeable to such

B o party under the proiisions of this agreement. At such time or times as a Working
Intereét Owner shall fail or refuse to take in kind or separately dispose of its |
proportionate part of said productien, Unit Operator shall have the authority,
revocable by wWorking Interest Owner at will, to sell all or part of such pro-

i duction to others or to purchase same for its own account. Any such sale or purchase
by Unit Operator shall be for a price at not less than the prevéiling market price

in the area and at not less than the price which Unit Operator receives for its pro-

portionate part of said produci’ion. A1l such sales or purchases by Unit Operator of

Working Interest Owner's production shall be only for such reasonable periods of time

16—
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as gre consistent with the minimum needs of the industry under the circumstances,
but in no event shall any such sale be for a period in excess of one (1) year.:
Notwithstanding the foregoing, Unit Operator shall not make a sale into inter—
state commerce of any other Working Interest Owner's share of gas production
without first securing such Working Interest Owner's written consent. This

Agreement shall not be construed to mean that any party or parties are 6bligetéd

to represent any other party or parties hereto before the Federal Power Cormission. .

20. EXAMINATION AND I0SS OF TITLE:

(a) Title Examinstion: There shall be no examination of title -
to‘leases, or to oil and gas interests, except that title to the drillsite on
which the initial test well is to be drilled in aceordanc'e with Section 13
hereof shall be examined by a reputable attorney, u31ng any available title

opmlon previously prepared by a reputable attorney , such abstracts of title

as the examlmng attorney deems necessary, and any- tg_tle papers in possess:mn of:

' the Work:mg Int.erest. Owner conm’ot:mg the land on v.-i"ich the drilisite is 1ocated. "

A copy of the examining attornty s opinion shall be sent to each party and, also,
each party shall be given a copy of 811 ub.;equent supplemental att.omey s reports.

any curative work and any necessary title exam1nat10n s}_;_all be charged to the jo:mt

account. |
If title to the proposed drillsite is not 'éce‘eptable for a material

reason, and all the parties do not accept the title,’%the parties shall by vote

select a new drillsite for the Initial Test Well, subject to approval of the

Supervisor, United States Geological’ Survey, Roswell, New Mex1co pronded

if the parties are unable to select another dr11131te, such dr11131te may be

selected by said Superv:Lsor at the request of any party hereto. When 3 new

drillsite is selected, title to the oil and gas lease covering it and to the

fee title of the lessor shall be examined, and tif.le shall be accepted or

rejected in like manner as provided above concerning the drillsite first sel-

ected. If title to the 0il and gas lease covering the second choice drillsite

is not accepted, other drillsites shall be successiveljf selected and title exam-

ined as in the case of the first drillsite until a drillsite is chosen to which

title is accepted.

-17-
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No well other than the firsit test shall be drilled in the Unit Area wntil
after (1) the title to the drilling unit has been examined by an attorney, and (2)
the title has been accepted by all of the parties who are to paréicipate in the
drilling of the well. The Working Iriterest Owner committing the land on which
such ‘drilling unit is located sha.ll‘if‘umish such abstracts of title thereon as
are in such party's possession, with 'any title opinion and other title papers in
such party's possession. Any further title ‘examination, curative work or abstracts
shall be at the expense of parties who are to participate in the drilling of the
well. ; |

(b) Failure of Title: Should any oil and gas lease, or interest there-

in; be lost through failure of tiﬁlé,’% this agreement shall , nevertheless, continue
in force as to all remaining leases*é;nd interests, and, »

(1) The party whose £itle or interest is affected by the title
failire shall bear alone the entix"ej]_;osé»and it shall not be entitled to ‘;'ei:oier

2Ty
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frOmtOpe'r‘atorv or the other parties any devglopment or operating costs which
have theretofore paid, but there shaLLl be no monetary liability on its part to the
otﬁér parties hereto by reason of snc%h title failure; and i

(2) There shall be no retroactive adjustment of éXpenS’e incurred
or revenues received from the operation ofr the interest which has been lost, but
as of the time itl is determined i‘in‘él;flyfth':at'tit,tle failizr_'e has oécurred the in-

terests of the parties shall be reviéed to reflect the change in:working interest

‘ownership and the party whose title Or interest is lost by the title failure will

not be credited with ownership of that to whith title is lost; and

(3) If the pmpm‘tibriate intereésts of the other parties hereto

“iniany producing well theretoforé’drilled on the Unit-Area are increased by

reason of the title failure, the pairﬁy whose title has failed shall receive the
proceeds attributable to the increase in such interests (less operating costs
attributable thereto) until it has been reimbursed for any unrecovered costs
paid by it in connection with such well; and

(4) Should any person not a party to this agreement, who is
determined to be the owner of any interest in the title which has failed, pay in

any manner any part of the cost of operat,ion , development or equipment previousiy

paid under this agreement, such atount shall be proportionately paid to the party

or parties hereto who in the first instance p:aid the costs which are so refunded;

and

218-




(5) Any liability to account to a third party for prior f)rod—
uction of oil and gas which arises by reason of title failure shall be borne
by the parties in the same proportions in which they shared in such pnor
production. Each party whose title fails shall hold other parties haml§ss

from loss resulting from payment of proceeds of production to the losin‘gépaz‘ty

(6) The explratlon of any lease because of the failure of the,

B ryn S s

1 parties to extend same, in accordance with the provisions thereof, beyond 1ts
primary term shall not be considered as a loss or failure of title mthlel the

meaning of this Article 20. Any loss ‘of a lease because of its expirat.ién

1

under its own terms at or after the expiration of its primary term "Shéll%bé
a common loss of the paftiés;. Likewise, where all of the parties conSehf*.'t;o
- a surrender of a lease (whether during or after its primary term) such 1oss §

shall be a common loss of the parties. "Primary term", as used" herem, shall
B " mean the term a lease may be held by paying rentals or by other means m%absence; , b
’ ‘of production. = : : ‘ : ‘ :

© 21." MAINTENANCE OF UNIT OWNERSHIP: Should a sale be méde'bygUnitg L SERECLRL

‘, | Operator of all of its fights and interests, the other parties shall have the
3 " right within sixty (60) days after the date of such sale, by majorlty vote in
interest, to select a new Operator. If a new Operator is not so selected th?
transferee of the present Operator shall assume the duties of and act as :;Oper-
ator. In either case, the retiring Operator shall continue to serve as 6per— ’

I ; : L . g . {, v
ator, and discharge its duties in that capacity under this agreement, unﬁll

" its successor Operator is selected and begins its functions, but theif:r'eéent

Operator shall not be obligated to continue the performance of its dﬁt}iéézfi)‘r

more than one hundred twenty (120) days after the salz of its rights and_sin;t:er—

For the purpose of maintaining uniformity of ownership in the 6il arid

3 e o

“ests has been c’“'*" gbted, - o TR

gas leasehold interest covered by this contract, and notwithstanding any othéfg
provisions to the contrary, no party shall sell, encumber, transfer or make hxiy f

i f other disposition of its interest in the leases embraced within the Unit !Area
i . ;
and in wells, equipment and production unless such disposition covers either:

i ;
(a) The entire interest of the party in all leases and equipment

and production; or ;
; | ; :
3 ! (b) An equal undivided interest in all leases and equipmeént and

‘_ production in the Unit Area. P
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‘'of operations under the Unit Agreement, hov}ever, subsequent joinder in the Unit

Every such sals, encutbrancs, tranéi»fer or other disposition made by
any party shall be made expressly subject to}this agreement, and shall be made
without prejudice to the rights of the other parties.

If at any time the interest of any; party is divided among and owned

by four or more co-owners, Unit Operator may}, at its discretion, require such
co-owners to appoint a single trustee or ageht with full authority to receive
not.ices , approve expenditures, receive bllh.L.gs for and approve and pay such

f

party's share of the joint expenses, and to deal generally with - with power

to bind - the co-owners of such party's intefrests within the scope of the

operations embraced in this contract; howeve‘r ’ all such co-owners shall enter 7 s
into and execute all contracts or agreements for the dlSpOSltlon of their res- |
pective shares of the oil and gas produced ii‘mm the Unit Area and they shsll

have the right to receive, sepai'ate]:y, paymént of the sale proceeds thereof.

; § ,
22, COVENANTS RUNNING WITH THE LAND~ This agreement shall be deemed

-a covenant runn:.ng wlth the leases and the ilemds subject hereto’ ‘and shall be

binding wpon and inure to the beneflt of the helrs s personal representatlve., s

successors and assigns of the partles respectively.

23. SUBSEQUENT JOINDER: Prior to commencement of operations under

the Unit Agreemmt, all owners of working interests in the Unit'Area who have

‘not joined in the Unit Agreement shall be privileged to join in this agreement:

by subscribing to the Unit Agreement and th:is agreement. After commencement

i
H

Agreement ar,d “in this agreement by any party owning a working interest in the
Unit Area shall be on such reasonable terms and conditions as the parties who
are then committed to this agreement may require in view of'v‘the circumstances
ex:Lst:mg at the time such subsequent jomdelzr is sought

24 . SURRENDER OR TERM]NATION OF INTERESTS | No 1easé conmtted to the

Unit Agreement shall be surrendered in whole or in part, unless the parties here-

to mutualay co\nsent thereto, Should any party at any time desire to surrender

any lease committed to the Unit Agreement ;‘;Lnsofar as it applies to the lands
covered by said Unit Agreement and the ot.hfér parties should not agree or con-
sent to such surrender, the party desiring% so to surrender shall assign, with-
oul express or implied warranty of title sgubject to the approval of the Director
of the Bureau of Land Management, Departmegnt of the Interior or the Commissioner

{
of Public Lands as the case my be, if Federal or State lands are involved, all

-20-
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of such party's interest in such lease to the other parties hereto in propor-
tion to the participation percentages of such parties under this Vag:reement.

If all of the parties are not willing to accept the §_saignmeht of such inte‘_res‘,t s
the assignment shall be made to those mlhng to accept such interest in th;‘e
proportions that.v their respective participation percentages under ‘this agree- ;
ment bear to the aggregate of such percentages of such parties. Such assign-
ment shall be free and clear of all liens and encumbrances and upon:' delivery
thereof the assigning party shall be relieved of all further 6bligai;ions wiéh
respect to the lease or leases so assigned, but such assignment shall. not
relieve the assigning partf of any-cbligation or liability approved) accrued
or incurred with respect to such lease or leases or the interést refersble
thereto prior to the assignment thereof.

If any party hereto so desires, it may withdraw from this agreement
by convey:mg, assigning and transferring, without warranty, eit.her express or
1mp1:n.ed to the other parties hereto who do not desire to wrt.hdraw, all of 1ts
right  title and interest in and under the leasés included in’ “the Umt Area, 2
together with the withdrawing party's interest in all ‘wells, casing materla.l
equipment; “_xtm €5 arid other persona,L prOper’cy acquired for or used in oper-

ations under this agreement , but such conveyance or 3531gnment. : sha_11= not rehevé

said party from any cbligation or liability in connection with a driiling or ‘re-

working operation theretofore approved or from any obligation or llablhty accrued
or incurred prior to the date of such assignment. The interest so conveyed and |
assigned shall be held and owned by the Assignees in proportion to thelr par—
tieipation percentages under this agreexrent and thereupon the mthdramng party
shall be relieved from all obligations and liabilities thereafter to accrue
under this agreement éx‘cé‘pt as abb"“’ire‘i)"r'b‘\"r)“‘d)'ed ‘and the right. 6% 5uch Iéa,.fy PN
any benefits subsequently accruing hereunder shall cease; but Assignees shall

pay Assignor for its interest in all casing, material, equipment, fixtures and
other persmal property assigned to them at the salvage value tﬁereofl computed in
accordance with the Accounting Procedure, Mibit "C", hereto attached, less ﬁhe
estimated cost of salvaging and estimated cost of plugging and abandoning. If all
of the parties are not willing to accept the ass_ignment from the wit.hdrawing p’ar’cy,'

the assignment shall be made to those parties willing to accept such éssignment in

the proportions that their respective partic?ipation percentages under this agree-

-1
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ment bear to the aggregate of such percentages of such parties.

25. NOTICES: Except as herein otherwise expressly provided, all
notices, reports or other commnications required or permitted hereunder shall
be deemed to have been properly given or delivered whan -sent by first class
mail or telegraph with all postsge or charges fully pi-epaid, and addressed to
the parties hereto, at the addresses set oppoéite their respective names, or
at such other address as may be thereafter furnished to Unit Operator in wri-
ting by the respégtive parties. The date of service by mail shall be the date
on which such written notice or othexr communication is deposited in the United
States Post Office, addressed as above provided.

P
26. RELATION OF PARTIES: The rights, duties, obligations and lia-

bilities of the par'hies hereto undexr this agreement and the Unit Agreement sha.ll

’ be several and not Joint or colleetive, it being the express purpose and inten-

f't on of the nart.ies hereto that nothjng contamed in this agreement or the Unit

a%.ggrement or any operation under erbher agreement shall ever be construed as

creabing & partnership of any kind, Jjoint venture, an association ér a trust, or
any legal entity for any purpose or as imposing upon any one qrr Qore ofthepar- B
ties hereto any partnership duly, obligation or liability. Bach party hereto
shall be individually responsible ohly for its obligations as set out in this
agreeénent ard in the Unit Agreement.

27. INTERNAL REVENUE CODE ELECTION: While each of the parties hereto

recognizes and intends that its 'rights and liatilities under this agreement"and

the Unit Agreement are several and mot joint or collective, if, for income 'tax , ‘

, purposes, the pa.rtles should be regarded as partners or joint venturers, or if

this agreement, the Unit Agreemant, or any Operatlons ca.rrled on under either
agreement be treated as a partnership for income tax purposes, each and all of
the parties hereto do fully and finally elect to exclude themselves, this agree-
ment, the Unit Agreement and all such operations from the application of all of
Subchapter K of Chapter 1, of Subtitle A, of the Internal Revenue Code of 1954 as
provided in Section 761 (a) thereof. Each party hére’co furﬁher agrees not to
give any notices or take any other action inconsistent with the election made
hereby. If any present or future income tax laws of the State in which the pro-
perty covered by this agreement is located, or any future income tax laws of the

United States, contain, or shall hereafter contain, any other provisions under

—22-
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which an election similar to that provided by Section 761 of said Subchapter
K is permitted, each of the parties hereto hereby makes such election with
the same purpose (i iTect as the election made above and each party agrees
to take sucn action as may be necessary to make such election as may be per- -
mitted by such laws.

28. PORCE MAJEURE: In the event any party hereto is rendered unable,
wholly or in part, by force mgjeure to carry out its obligations under this éon—
tract other than the obligation to make payments of amounts due hereunder, it is
agreed that upon such party's giving notice and reasonably full particulars of
force majeure in writing or by telegraph to the other parties hereto within a

reasonable time after the occurrence of the cause relied ‘ix’pon, then the obliga-

tions of the party giving the notice, so far as they are affécted by force ma jeure,

shall be suspended during the continuance of any inability so caused, but for no
| longgr period; and the cause of the force majeure shall, so far as possible; be -
ranedied withall reasona.ble *di?ﬁi’tﬁéﬁ.“”'l‘!ie term "force majeure” as’ employed ,
‘herein shall mean delay or loss resulting from fire, flood, action of the els-
mants, strikes or other labor difficulties, acts or orders of ciﬁl or military
authorities, restrictions or restraints imposeci by‘ law or ordinance, or by order:
or regulation of public authority, whather Federal, State or local, inability to
procure necessary materials or labor in the open market and on usual and lawful
terms, or any other cause reasonably beyond the contrvl of the party claiming

suspension.
The settlement of strikes and lockouts shall be entirely within the

discretion of the party having the difficulty and the above mentioned require-
ment that any force majeure shall be remedied with all reasonable dispatch shall

not require the settlement of strikes and locKoubs by gceeding to ‘the deminds of

opposing party when such course in inadvisable in the discretion of the party

having the difficulty.
29. ASSIGNMENTS OF PARTIAL INTERESTS: Under various provisioné of

this agreement, a party hereto is permitted, or may' be obiiéated, to assign to

another party or parties hereto, all or a part of such party's interest in its

0il and gas leases subject to this agreement., In the event assigrment of record

title is not permitted under the rules and regulations of the Bureau of Land
Management or of the Commissioner of Public Lands of the State of New Mexico,
as the case may be, then the interest to be assigned shall be conveyed by

appropriate operating agreements or by any other valid instrument that will
~23~
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carry out the intention of such provision or provisions or in case of a State
lease or leases where undivided interests are to be assigned, the same may be
assigned to the Unit Operator to be held in trust for the parties entitled

to participation therein in proportion to their respective interests.

b resn o
A e S LA L L ot e s s

30. PROVISIONS CONFORMED WITH LAWS AND REGULATIONS: All of the

o ; provisions of this agreement a’i‘é hereby expressly made subject to all apfbli’cabl‘e

- H Federal or State laws, orders, rules and regulations, and in the event this contract
. : or any provision hereof is found to be inconsistent with or contrary to any such law,
E - ji order, rule or regulation, the latter shall be deemed to control and this contract
B ,

shall be regarded as modified accordingly and ‘as so modified shall continue in full -

wnne

force and effect.

31. EFFECTIVE DATE AND TERM: This agreement shall become effective as of

the effective date of the Unit: Agreenent. and shall remain in full force and effect

" during the term of said Unit Agreement and any and all extensions or renewals there-’

‘of, and, in the event of the termiiation of the Unit ﬁgreéhent for any réason gs to |

all or any part of the land now or hereafter jncluded in the Unit Area, this a'g:reé'-'?'

T -

ment shall continue in full force and effect with respect tc any land as to wh:fch :

the Unit KAgz;eezﬁenty;rtermirizatés whn.chis included in any drilling unit or proration
unit tor any unabandoned well which has been drilled or commenced pursuant to this

: , agreement. After such termination the royslties reserved in the lease covering

A = S , / any such drilling or proration unit and the overriding royalties and proiciuétioﬁl
payments specified in Exhibit “BM which are applic;able to production fro;n such
unit shall be paid and satisfiéd with the actual production from such unit by t:he
owner of the_ lease covering such unit, and the remaining production therefrom and ’
the cost of all subsequent opérations thereon shall be allocated among thé'parﬁieé

-":‘.‘;‘;“' B s b - ~~;~.~_-, : i T ‘.*‘ oy e . § s _,{
to this agreement in accordance with the other’ provisions of this agreement; ‘such. ..

remaining production being in lieu of any other working interest production from
§ or allocated to such unit to which any working interest owner or owners might ‘ f o 4
otherwise be entitled under this agreement. Any additional overriding royalties | '
or burdens on production from such drilling or proration unit shall be paid and

satisfied by the owner of the lease covering such unit and such owner shall hold

the other parties harmless from any such additional overriding royalties and burdens
on production. The rights and i‘.n-i;erests .of-the parties hereto in such drilling v

or proration units, the wells thereon and their participation in the production

—24-
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“(Accounting Procedure) and Exhibit "D" (Schedule of Partiéipation Percentages in

therefrom and in the costs of operations thereon, shall be governed by the pro-

visions hereof and this agreement with respect to each such well and its drilling ; ;

i
¢
}
&

unit or proration unit shall remain in full force and effect so iong as any well
thereon is being drilled or re-worked or is capable of producing oil or gas in
paying quantities and until same is piugged and abandoned and the accounts of
all parties hereto are settled.

R S A L i ey e,

No termination of the Unit Agreement as to any land (except as a resulif
of loss or failure of title or loss of a lease through failure to pay rental or |

shut-in well payment) shall cause a feviSion of the participation percentages of

YN S e ooyt o e

the parties under this agreement. i géE

32. MODIFICATIONS OF DRILLING REQUIREMENTS OF UNIT AGREEMENT: The Unit
Operator may apply for and obtain a modification of the drilling requirements §f"" : B § ; ; ;;?
said unit agreement or an extension or extensions of time within which to comply o § | é f R
éhe;euith-as'provided by the terms of said unit agreement and any such application. »
6r‘épbiicaﬂiéﬁ;vﬁg&mﬁeimAdé without the “consent of any of the working interest Qﬁﬁé‘
ers subscribing hereto; | |

33. EzHiBITs: Exhibit "A" (map of the Unit Area) and Exhibit "B" (Schedule
of Ownership of 0il and Gas Interests inffhe Unit Areg) whiéh:éfé attached- to thg

Unit Agreement, are hereby confirmed and by referencé‘made a part hereof, }Eixhib’:‘il‘t‘i~""C'i

Costs and Working Interest Production and Schedule aé'to‘Pagggggpagiqn in the Initial
Test Well) are attached hereto and made a part hereof.
It is recognized that the Exhibits attachéd hereto will need to be

revised from time to time, as provided in the Unit Agreement and as necessary

due to changés in ownership, retirements of production payments and as required

by the Commissioner of Public Lands and the United States Geological Survey, and = : j ; f
may need to be revised to correct any arithmetical mistakes that may be discover-

ed after the execution of thie Agreement., Unit Operator will make such changes

A bk e aey s et

or revisions as are necessary and promptly thercafter furnish the parties hereto

such revised or changed Exhibits.
34. SPECTIAL AGREEMENTS CONCERNING DRILLING AND COMPLETING THE INITIAL »

TEST WELL.

(a) Rights to be Earned. It is understood and agreed between the re-

spective parties named in this Section 34 that, subject only to the provisions of this

Section, Phillips Petroleum Company, Union 0il of California, Gulf 0il Corporation,

25—




Union Producing Company and Sinclair 0jl & Cas Company, hereinafter referred to
as the "Acquiring Parties" shall have and are hereby granted the right to acquire
the following described leasehold interests from the respective parties hereinafter

designated "“Carried Parties" named below:

(1) From Pan American Petroleur Corporation , an undivided one-half
(1/2) of all of its leasehold interests as they appear in Exhibit "B" to the Unit
Agreement from the surface of the ground down to and including one hundred (100)
feet below the deepest depth drilled in the test 'well ’proﬁded for in Section 13
of this Agreement. Such interests appear in said Eb&)ibit “B" ‘in Tract Nos. 8 and
20, which together are shown in said exhibit to eontiain a total of 231.51 leasehold
acres, more or less,
| (2) | From the Ralph Lowe Estate, an undivided one-half (1/2) of al1
of its leasehold interests as they appear in Exhibif, "B" to the Unit Agreement
from the surface of the ground down to and 1nc1ud1ng one hundred (100) feet below
the deepest depth drllled in the test well prov:Lded for in bectlon 13 of this
Agreement %uch mterests appear in said Exhlb:.t “B in Tract b‘o. 3 and 19 which
together are shown in said exhibit to contain a total of 600.00 1easehom acres, :
more or less. B ‘ )

The Acquiring Parties shall each bear and payln bdni"rect‘ proportlon to their ;
respective participation percentages as shown 1n Coglmm 3 on Pagee '2;and'3V of E:d'libit
"D", all costs and expenses which'would othérwiSe be chargeable to said Carried Pértie’s‘
respective interest;s under this agreement in :'com‘leqitioh with drilling and compieting
into the tanks the initial test well provided fer m ”Section 13 of this agreement, and,

if no completion attempt is made after reaching the depth specified in Section 13, the

plugging and abandoning of said weil.

When the test well }‘las been drilled to the depth required by Section 13’
and completed as a producer of oil and/or gas, the Carried Parties shall promptly
execute and deliver to the Acguiring Parties & good and valid assignment, without
warranty of title, vesting in said Acquiring Parties , in the same proportions in:

which the c/osts of the initial test well attributable to the Carried Parties were

borne by said Acquiring Parties, the legal title to the interests above provided
for in the tracts of the respective Carried Parties as shown above. After the

assignrents by Carried Parties as herein provided for have been made, Unit Operator

shall revise Exhibit "B" to the Unit Agreement and Exhibit “D" of the Unit Operating

igreement to reflect the then true status of leasehold ownership. The proportionate

26~
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shares of costs of drilling and conpleting the initial test well which are to be
borne by all parties hereto are more clearly shown in Column 1 on Page 3 of
Exhibit "D" attached hereto.

35. ADDITIONAL ENCUMBRANCES. If any Working Interest Owner hercafter

creates any overriding royalty, production payment or other burden against its
working interest production, and if the other party conducts operations hereunder
in which ﬁhé party so creating said burden against its working interest production
elects not to participate under any provision of this agreement, and, as a result,
the party conducting such operations becomes entitled to receive the working interest
production otherwisé belonging . .to such other party, said party conducting such
operations shall receive such production free and clear of Aﬁy burden so created
by the other party, ‘and the latter shall save the party conducting such operations
‘cdmpletely‘harmleSsfwdth respect io the receipt of such working interest production.
36. COUNTERPARTS. This agreement may be executed in any number of
counterparts, no one of whlch needs to be executed by the other parties hereto,
and the same shall be blndlng upon all those partles who have executed such a -
counterpart, regardless of whether the same shall have been executed by all of
the parties onning'dil and gas leasehold interests within the Unit Area, and
such counterpart shall have the same force and effect as if all parties signing
such counterparts had signed the same documert; or this agreement may be rat- -
ified with- like fbfde and effect by.a sepérate instrument in writing specifi-
cally referring hereto. |
37. NONDISCRIMINATION. In connection with the performance of work

under this agreemenﬁ, the operator agrees to comply with all of the provisions

of section 202'(1)i§0 (7) inclusive, of Executive Order 11246, as amended,

- (30 FR"12319), which are hereby incorporated By reference in this agreement.

38. HEADINGS AND SUBHEADINGS. The headings and subheadings used

in this agreement are inserted for convenience only and shall be disregarded
in construing this. agreement.

IN WITNESS WHEREOF this Agreement was executed by the undersigned
parties hereto on the respective dates hereinafter shown with the effective

date to be the day and year first hereinabove writiten or as otherwise controlled

by Section 31 hereof; provided, however, that each party executing this Agreement

expressly agrees to remain bound to any authority for expenditure or separate

agreement concerning the initial test well which may have been executed or

~-27-
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‘THE STATE OF TEXAS i

-

entered into previous to said effective date to the extent that authorized costs

incurred prior to the effective date hereof shall be deemed to have accrued under

the terms and provisions of this Operating Agreement.

PHILLIPS PETROLEWY COMPANY

Date: Mi}ﬁﬁé 7.

COUNTY OF MIDLAND |
BEFORE ME, the undersigned authority, a Notary Public inand for said

County ‘and State, on this day personally é.ppeared FRED FORWARD, Attorney-in-Fact

?for PHILLIPS PETROLEUM COMPANY known to me t.o be the person whose name is sub-

scribed to the foregomg instrument, and acknowledged to me that the same was the

act’:of;'the,=a ILLIPS PETROLEUM COMPANY a corporatlon ~and that he execut.ed e , _

ihe samé &5 ihe act of such corparation for the plrmses and con31derat10n there- ) ; ot

in expressed, and in the capacity therein stated. ' | :
GIVEN UNDER MY HAND AND SEAL OF OFFICE this the 9\)(2% - da& of -

_ %@‘ z . 1967

(-

Notary Public in and For Midland
County, Texas
’ ﬁ”{_ét’ez@ A Gicborn
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Recommended by the
Council of Petroleum

EXHIBIT "¢ Accountants Societies of
Y i —

ACCOUNTING PROCEDURE

(JOINT OPERATIONS)

1. GENERAL PROVISIONS
“Joint Property” shall mean the real and personal property subject to the agreement to which this “Accounting Pro-
cedure” is attached.
“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and
maintenince of the Joint Property,
“Operator” shall mean the party designated to conduct the Joint Operations.
“Non-Operators” shall mean the nonoperatmg parties, whether one or more.
“Joint Acctoiint” shall mean the ‘account showing the charges and credits accruing because of the Joint Operations
and which are to be shared by the Parties.
“Parties” shall mean Operator and Non-Operators
“Material” shall mean personal property, eqmpment or supphes acquired or held for use on the Joint Property.
“Controllable Material” shall mean material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Conflict with Agreement
In the ‘event of a conflict between the provzsxons of this Accountmg Procedure and the provisions of the agree-
ment to whlch ‘this Accotinting Procedure is attached, the provisions of the agreement shall ‘control.

Collective Ac’tion by Non-Opentors i

Where an agreement or other action of Non-Operators is expressly reqmred under this Accountmg Procedure
and ‘it the'dgreement to which this Accountmg Procedure is attached contains no contrary provisions in regard
thereto, the agreement or action of a majority 'in interest of the Non-Operators shall be controlling on all Non-

: Operators

s

Statements and Billings '

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of costs and

expenses, for the preceding month.» Such'! blllﬁ \Ylll be accompanied by statements reflecting the total charges

and vredxts as;‘se rthiunder S faragraph._ cr » 2. below:

A! Statement in détail of all charges and credlts to the Joint Account.

‘of all- c"xargeg and-credits to the Jomt -Account;- summarized by -appropriate classifications indicative
;_of the nature thereof. .

C. Statement of ali charges and credits to the Jomt “Account suiumarized by appropilate classifications ‘indicative
- of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed.

Payment and Advances by Non-Operators .

Each Non-Operator shall pay its proportion of all such bills within fifteen (15 ) days after rS&"ng thereof. ; pay-
merii is [ot made within such lime, the unpaid balance shall bear interest at the rate of s&t per cent ( } per
annum until paid.

Ad]ustments :

Payment of any such bills shall not preJudrce the rlght of any Non-Operators to protest or guestion the correctness
thereof; provided however,; all bills and statements rendered tc- Non-Operators by Operator during any calendar
year shall conclusively be presumed to be true; ‘and correct after twenty-four (24) months following the end of any
such calendar year, ‘unless within the said’ twemy -four (24) month period a Non- Operator takes. wntten excep-
tion- thereto and makes ¢laim on Operator for iadjustment.k No adjustment favorable ‘to Operator shall be made
unless it is made within the samie prescribed penod Thé provisions ot this paragraph shall not prevent adjust-
ments resulting from a physical inventory: of ‘the Joint Property as provided for in Section VII. -

. Audxts

A«Non-Operator, upon notlce in Wntmg to Operator and all other Nen-Operators, shall have the nghr, to audit
Operator s accounts and records relatiiig to ‘the! accountmg hereunder for any calendar year within the twenty-four
(24) month period followmg the end of such calendar year prov1ded however, the. makmg of an audit shall not ex-
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph
6 of this Section I. Where there are two or more Non-Operators, the Non- Operators 'shall make every reasonable
effort 16 conduet joint or simultaneous audits in a manner which will result in a minimum of inconvenience to
the Operator. .

IL DIPECT CHARGES
Sub]ect to limitations hereinafter prescribed, Operator shall charge the Joint Account with the following items:

Rentals and Royalties

Délay or other rentals and royalties when such rentals and royalties are pai¢ by Operator for the Joint Account

of the Parties.

Labor

A’ Salaries and wages of Operators employees directly ‘engaged on the Joint Property in the conduct of the Joint
Operatlons and salariés or wages of technical employeces who are temporarily assigned to and directly
employed 6n the Joint. Property.

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to the
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section II

. and Paragraph 1 of Section III; except that in the case of those employees only a pro rata portion of whose
salaries and wages are chargeable to the Jomt -Account under Paragraph 1 of Section III; not more than the same
pro rata portion of the benefits and a]lowance< herein provided for shall be charged to the Joint Account. Cost
under this Paragraph 2B may be charged on a “when and as paid basis” or by “percentage assessment” on the
_amount of salaries and:wages chargeable to the Joint Account under Paragraph 2A of this Section II and Para-

graph 1 of Section1II. If percentage assessment i5 used, the'raté shall bé baséd ont the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are ap-
plicable to Operator’s labor cost of salaries and wages chargeable to the Joint Account under Paragraphs 2A
and 2B of this Section II and Paragraph 1 of Section HI

D. Reasonable personal expenses of those vmployees whose salaries and wages are chargeable to the Joint Account
under Paragraph 2A of this Section II and for which expenses thie employees are reimbursed under Operator’s
usual practice.
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3. Employee Benefits
Operator's current cost of established plans for employees’ group life insurance, hospltahzatlon, pension, retire-
ment, stock purchase, thrift, bonus, and other beneéfit plans of a like nature, applicable to Operator's labor cost; pro-
vided however, the tolal of such charges shall not exceed fen percent (109 ) of Operator's labor costs chargeable
to the Joint Account under Paragraphs 2A and 2B of this Section Il and Paragraph 1 of Section III.

4. Material
Material purchased or furnished by Operator for use on the Joint Property. So far as it is reasonably practi-

cal and consistent with efficient and economical operation, only such Material shall be purchased for or transferred .

{o the Joint Property as may be required for immediate use; and the accumulation of surplus stocks shall be avoided.
5. Transportation
Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations:
A, If Material is moved to the Joint Propérty from the Operator's warehouse or other properties, no charge shall
be made to the Joint Account for a distance’ greater than the distance from the nearest reliable supply store or
railway receiving pomt where like material is available, except by agreement with Non- Operators.
B. If surplus Material is moved to Operator’s warehnuse or other storage point, no charge shall be made to the

Joint ‘Account for a distance greater than the distance to the nearest reliable supply store or rallway recewmg,

point, except by agreement with Non-Operators. No charge shall be made to Joint Account for moving Material
to other properties belonging to Operator, except by agreement with Non-Operators.

C. In the application of subparagraphs A and B above, there shall be no equalization of actual gross truckmg costs’

of $100 or less.
6. Services
A. The cost of contract services and utilities procured from outside sources other than services covered by Para-
graph 8 of this Section II and Paragraph 2 of Section HI.
B. Use and service of equlpment and facilities furnished by Operator as provided in Paragraph 5 of Section IV.

7. Damages and Losses to Joint Properly

All costs or expensés necessary for the repair ‘or rep]acement ‘of Joint Property made necessary bécaiise of damages :

or losses incurred by fire, flood, storm, theft, accident, or any other cause, except to the extent that the ‘damage ‘or

loss could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator. shall

furnish Non-Operators written notice of damages or losses incurred as soon as praéticable after a réport thereof
has been recewed by Operator

Operahons or necessary to protect or reft ’er the Joxht Property. mclu&mg, but: not hmtted to attorneys fees .
court costs cost of investigation or procurmg evidénce and arhounts pald in settlement or satisfaction: of any"‘
such litigation or claims; provided, (a) no Lharge shall be made for the services of Operator’s legal staff or' other reg-

ularly’ employed personnel-(such services bemg considered. to be Administrative Overhead under Section III), éx-

cept-by agreement with Non= Operators and (b) no'charge shall be made for the fees and expenses of outstde at-‘

torneys wiless tie employment of such-attorneys is agreed to b) Cperator-and-Non:Operators. - e
9. Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operatxon

thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties.

10. Insurance Premmms
Premiums pald for insurance required to be carned on the Joint Property for the protection of the Parties.

11. Other E\pendltures
Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III,
and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations.

HI. INDIRECT CHARGES

Operator may" ‘charge the Jomt ‘Account’ for indirect costs either by use of an allocation of district expense: items plus a

fixed rate for administrative overhead, and plus the warehousing charges, all as provided for in Paragraphs 1, 2, and 3 of
this Sectron HI'OR’ by combining all three of said items under the fixed rate provided for in Paragraph 4 of tl'us Section
111, as mdlcate(i %t below:

OPERATOR SHALL CHARGE TRHE JOINT ACCOUNT UNDER THE TERMS OF:

O Paragraphs 1, 2 and 3. (Allocation of district expense plus fixed rate for administrative overhead plus’

warehousing. )
[x Paragraph 4. (Combined fixed rate)

1. Dlstnct E\pense

Operator shall charge the Joint Account wnth a pro rata portion of the salanes, wages -and expenses of’ Opera‘or s
productlon supe1 lntendent and other employees servmg the Jomt Property and other propertles of the Operator m 1

mamtammg and operatmg a production office k-wwn as Operators

office located LI 10 S S A L (ora comparable office if location’ changed) and gleces-f-'
sary sub-offices (if any), maintained for the conveniénce of the above-described offxee, ang all necessary ¢amps,’
including housing facilities for employees if 1equlred used in connection with the operations of the Joxnt Property:
and other properties in the same operating-aréa. 'The expense of, less any revenue fr om, such facilities may, at the.
option of Operator, include depreciation of investment or a fair monthly rental in ]1eu of depreciation. Such’

charges shall be appcrtioned to all properties served on some equitable basis consistent with Operator’s: accounting
practice.

2. Administrative Overhead
Operator shall charge administrative overhead to the Joint Account at the following rates, which charge shall be in

lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section 111, mcludmg'

salaries, wages and expenses of personnel assigned to such offices. Such charges shall be in addition to the salaries,
wages and expenses of employees of Operator autharized to be charged as direct charges as provided in Paragraphs
2 and 8 of Section II.

WELL BASIS (RATE PER WELL PER MONTH)

PRODUCING WilL RATE

DRILLING WELL RATE (Use Cutrent Producing Depth)
{Use Total Depth) Al Wells
Well Depth Each Well First Five Next Five Over Ten

The cost and expense of services from oulside sources in connection wrth matters of taxahon tramc account)nq, or
matlers before or involving governmental agencies shall be considered as included in the overhead rates provided’ for in
this Pavagraph 2 of Section IlI, unless such cost and expense are agreed upon between Operator and Non-Operators
as a direct charge to the Joint Account.
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3. Operator’s Fully Owned Warehouse Operaling and Maintenance Expense
(Describe fully the agreed procedure to be followed by the Operator.)
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Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Section 1II, the

following fixed per well rates:

WELL BASIS (RATE PER WELL PER MONTH)
PRODUCING WELL RATE
Producing Depth)

DRILLING WEU. RATE (Use Current
(Use Total Dépth) AN Wells .
, Eoch Well Fitst Five Mext Five : Over Ton .
KT depthe IS0 "‘$‘“ ______ 107.00. ... ..396.00 .. . $76.00....

Sald fixed rate ¢shedd) (shall not) mclude salarles and expences of production foremen,

e e e AT P A M XD B S5 e L

5. Appllcatlon of Admmistratlve Ovelhead or Combined Fixed Rates
The following lnmtatxons mstructlons and charges shall apply in the application of the per well rates as provided
under either Paragraph 2 or Paragraph 4 of this Section III:
A. Charges for dnllmg wells shall begm on the date each well is spudded and terminate on the date the drllhng or
completxon rig is released whxchever is later, except that no charge shall be made during the suspension of
,,dnlhng operatlons for fnfteen (15) or more consecutive days.
B. The statuis of wells shall be as. follows ;
(1) Producing gas wells, i m)ec ion wells for recovery operatlons, water supply wells uhhzed for water flooding
. operations and salt water dlsposal wells shall be considered the same as producmg wells.
. (2) Wells permanently shut down but or which plugging operations are ‘deferred shall be dropped from the
well schedule at the: time the shutdown is effected. When such a well is plugged a charge shall be made
: at the producmg well rates oL
i (3) Wells bemg plugged back, ldrilled deeper, converted to a source or input well, or. wh1ch are undergomg any
type of workover that reqmres the use of a drilling or workover rig shall be cons1dered the same as drilling

(4) ‘Tempi

z“, —”down wells, whlch are not produced or worked upon for a penod of a full calendar month
cluded in th e well schedule, provided however, wells. shut in by, governmental regulatory
ch ell schedule only in the event the allowable productxon is transferred to some

(5) Gas ‘wells shall be mcluded m’the well s¢ 'edule if chrectly connected toa permanent sales outlet even
.+ “tHough tcmporun.s SHUt i m diie o overpioduciion or failure of purchaser to take the allowed production.
(6) Wells completed in multlple horizons, in which the production is not commingled down hole, shall be con-
sidered as a‘producmg well for each’ separately producing honzon
The well Tates ‘sha] lapply "the total numb'erhof wells being drilled or operated under the agreement to wh1ch
‘this Accountmg Pfocedure ‘is attached ‘irrespective of individual leases.
D. The well rates’ shall be adJusted ‘on the’ flrst day of ‘April of each year followmg the effect.we date of: thetam—ee-‘
ment to wluch this: Accountmg Procedure 1s attached The adjustment shall be- "omputed by multnplymg the
rate curr ntlyin use by the peréentage mcrease of decreasé in the average weekly earmngs ‘of Crude Petroleum .
and Gas Production Workers for the last calendar year compared to the preceding ‘calendar year as shown by
“The Index of Avérage Weekly Earmngs of ‘Crude Petroleum and Gas Production Workers” as published by the
United States Department of Labor Bureau of Labor Statistics. The adjusted rates shall be the rates currently
in use, plus or mmus the computed ad]ustment N

tles and other such pro_lects,“as dlstmgulshed ‘from the more usual drlllmg and producmg O
in addrtxon to the Admmlstratlve Overhead or Combined Fixed Rates provided agraph 2 and 4 of this
Section I1I; shall charge the ‘Joint Account with an additional over ge as follows:
A, Total cost less than $25,000, no charge
B. Total cost moré than $25, 000 but le; ,000, 2% of ‘total cost.
‘C. Total cost of $100 0 e, i o of of the first $100, 000 plus 9% of all over $100 000 of total cost.
: €an the ‘total gross cost 'of any,one project. For the purpose of this Paragraph ‘the component parts

4

7. . The specific rates provxded for in this Sectxon I may be’ améended from time to time by’ mutual agreement between
the Parties hereto if, in practlce, the rates are found to be msufhclent or excessne

1v. BAS[S ‘OF CHARGES TO JOINT ACCOUNT
SubJect to the further provxsxons of thlslSectlon 1V} Operator will procure all Material and servxces for the Joint Prop-
erty. At the Operators option, Non-Qperator may supply Material or services for the Joint Property.

P ‘ 1. Purchases
oL Material purchased and service procured shall be charged at the price pald by Operator after deduction of all dis-
* : counts actually recexved

2. Material fumxshed fr m Operators Warehouse or Other Properties
A. New Material ( dltlon “A”)

(1) Tubular goods, {wo inch (2”) and over, shall be priced on Eastern Mill base (i. e. Youngstown, Ohio; Loram,
Chio; and Indlana Harbeor, Indlana) on a minimum carload basis efféctive at date of movement and f.o.b.
railway recelvmg peint nearest the Joint Property, regardless of quantity. In equallzed hauling charges,
Operator is permitted to include ten cents (10c) per hundred-weight on all tubular goods furnished from
his stocks in lieu of loadmg jand unloading costs sudtained.

(2) Other Maferial shall be pnced at the current replacement cost of the same Kkind of Materlal effective at date
of movement and f. 0 b. the supply store or railway receiving point nearest the Joint Property where
Material of the same kind is! available.

(3) The Joint Account shall not be credited with cash discounts applicable to prices provxded for in this Para-
graph 2 of Section 1V, :

P ‘B. Used Materiat (Condltxon «g» and “C”)
‘ (1) Material in sound and servlceable condition and suitable for reuse without reconditioning, shall be classified

as Condition “B” and prlced at seventy-five per cent (75%) of the current price of new Material.

(2) Material which ¢annot be classxfxed as Condition “B” but which,
(a) ‘After reconditioning wxll be further serviceable for original function as good secondhand ‘Material

(Condition “B”), or
(b) Is serviceable for original function but substantially not suitable for recondltxomng, shall be classifi-
ed as Condifion “C" and priced at fifty per cent (509) of current new price. |

3) Obsolete Material or Material! ‘which cannot be classified as Condition “B” or Condition “C” shall be priced

at a value commensurate with its use. Material no longer suitable for its original purpose but usable for

I -
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some other purpuse, shall be priced on a basis comparable with that of items normally used for such other

purpose.
(4) Material involving erection costs shalt be charged at apphmble perceniage of the current knocked-down

price of new Material.
3. Premjum Prices _
Whenever Material is not readily obtainable at prices specified in Paragraphs 1 and 2 of this Section 1V because of
national emergencies, strikes or other unuisual causes over which the Operator has no contro), the Operator may
Chal‘ge the Joint Account for the requlred Material at the Operator’s actual cost incurred in procurmg such Material,
in making it suitable for use, and in moving it to the Joint Property, provided, that notice in writing is
furnished to Non-Operators of the proposed charge prior to billing Non-Operators for such Material. Each Non-
Operator shall have the right,.by so electing and notifying Operator within 10 days after recelving notice from
Operator, to furnish in kind all or part of his share of such Material suitable for use and acceptable to Operator.

4. Warranty of Material Furnished by Operator
Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the
Joint Account until adjustment has been received by Operator from the manufacturers or their agents.
5. Equipment and Facilities Furnished by Operator
A. Operator shall charge the Joint Accaunt for use of equipment and facilities at rates commensurate with cost of
ownership and operation. Such rates shall include cost of maintenance, repairs, other operating expense, in-
surancé, taxes, depreciation and interest on investment not to exceed six per cent (6%) per annum, provided
such rates shall not ¢xceed those currently prevailing in the immediate area within which the Joint Property is
located. Rates for automotive equipment shall generally be in line with the schedule of rates ‘adopted by the
Petroleurn Motor Transport Association, or some other recognized organization, as recommeded uniform charges
against Joint Property operations, Rates for laboratory services shall not exceed those currently prevailing if
performed by outside service laboratories. Rates for trucks, tractors and well service units may include wages
and expenses of operator.
B. ‘Whenever requested, Operator shall mform Non-Operators in advance of the rates it proposes to charge.
C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

V DISPOSAL OF MATERIAL

" The Operator may purchase, but. shall be under no: obhgat:on to purchase, interest of Non- Operators m surplus Condl—

tion “A’ or “B” Material. The disposition of surplus Controllable Material, not purchased by Operator, shall be subject

* to agresment between Operator and Non-Operators, provided Operator shall dispose of normal accurnulations of junk

o o

and scrap Material either by transfer or sale from the Joint Property.
1. Material Purchased by the Operator or Non-Operators

Material’ purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account
for the month in which the Material is removed by the purchaser.

2. Dwiston in Kind -
Division of Material in kmd it made between Operator and Non-Operators, shall be in proportion to the respecnve
lnterests in’'such Material. The Parties 'will therenpon be charged mdw1dua11y with the value of the Material re-

cexved or recewable Proper credits shall be made by the Operator in the monthly statement of operations.

: 1al from the omt Property ‘shall be credited by Operator to the Jomt Account at’ the net
amount enllected by Operator from vendee. Any cla1m by vendee related to such sale shall be charged back to the

(=324 rivv

Joint Account if and when paid by Operator.

N, Vi. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUN'.I‘
Material purchased by either Operator or Non-Operators or divided in kind, unless otherwise agreed to beiween
0perato. and Non-Operators shall be priced on the following basis: -

1. New Pnce Defmed
New price as ‘used in this Section VI shall be the price specmed for New Material in Sectlon 1v.

2. Wew Material
New Material’ (Condxtlon “A”) being new Material procured for the Joint Property but never used, at one hundred
per cent (100%) of current new price (plus sales tax if any).

2. Good Used Material |
Good used Material (Condition “B"), being used Material in sound and serviceable condition, suitable for reuse

without recondltlomng
A At seventy-fxve per cent (75%) of current new pnce if Material was charged to Joint Account as new, or
B. At sxxty-fxve per cent (65%) of current new price if Material was originally charged to the Joint Account as
secondhand at seventy-five percent (75%) of new price.
4. Other Used Matena] .
Used Material (Condltlon “C”), at fxfty ‘per cent (50%) of current new price, being used Matenal which:
A. TIs not in sound and serviceable condition but suitable for reuse after reconditioning, or
B. Is serv1ceable for criginal function but not suital le for reconditioning.
5. Bad- Oruer maienal :
Matenal (Condltlon “D”), no longer suitable for its original purpose without excessive repair cost but usshle for .
some other purpose at a price comparable with that of items normally used for such other purpose.
6. Junk Material ; ‘
Junk Material (Condition “E”), being obsolete and serap Material, at prevailing prices.
7. Temporarily Used Material ,
When the use of Material is temporary and its service to the Joint Property does not justify the reduction in price as
provided for in Paragraph 3 B of this Section VI, such Material shall be priced on a basis that will leave a net charge
to the Joint Account consistent with the value of the service rendered.
VII. INVENTORIES
The Operator shall maintain detailed records of Material generally considered controllable by the Industry.
1. Periodic Inventories, Notice and Representation
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which shall include
all such Material as is ordinarily considared controllable. Written notice of intention to take inventory shall be
given by Operator at least thirty (30) days before any inventory is to begin so that Non-Operators may be repre-
sented when any inventory is taken. Failure of Non-Operators to be represented at an inventory shall bind Non-
Operators to accept the inventory taken by Operator, who shall in that event furnish Non-Operators with a copy
thereof. )
. neconciliation and Adjustment of Inventories
Reconciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortages
shall be jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator
with the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator only
for shortages due to lack of reasonable diligence.
3. Special Inventories
Special inventories may be taken whenever there is any sale or change of interest in the Joint Property. Tt shall be
the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, poth the seller and the purchaser shall be governed by such inventory.

n
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HAT MESA UNIT AREA; LEA COUNTY, NEW MEXICO

SCHEDULE SHOWING COMMITTED ACRES, PARTICI-

- PATION PERCENTAGE, BURDENS AND BENEFICIAL

INTEREST- OF EACH - WORKING INTEREST OWNER IN
THE UNIT AREA PRIOR TO COMPLETION OF THE
INITIAL TEST WELL

EXHIBIT "D" - - - PAGE 1

: . ' : 8) .
(1) ' (2) (3) (&) {(5) (6) (7 Beneficial
Working Interest Owner Comnitted Royalty and Percent Net Working Interest Interest
and Tract Numbers: Acres and Percent Basic Excess Percent Acres (Percent)
Phillips Petroleum Company , : o
1 o 12.50 6.25 .81.25 1390.00
2 12.50 $750/Ac. x 5% * 82.50 66.00
5 12:50 12.50 75.00 120. 00
9 12.50 5.00 82.50
13 12,50 5.00 82,50
L 12.50 5.00 82.50°
15 12.50 . 5.00 82.50
16 12.50 : 5.00 82.50
26 12.50 $750/Ac. x 5% % 82.50
27 12.50 None 87.50
28 12.50 None 87.50 273 ! N
» 2,748 .03t 41.86575%
Union 011 of California :
4 12.50 - 5.00 82.50 528.00
11 12.50 5.00 82.50 66.00
17 12.50 None 87.50 -280.00
18 12.50 None 87.50 350 ;00
21 12.50 None 87.50 - uoee
23 51,87 12.50 None 87.50 132.8
1,751.87 - 22. 47708% 19%_8%;-;__- 22.8048;5%

*For purposes of thls Exhibit "D" and comput.ations hereon, Production Payments are treated as st.ralght overrides.

As each production

payment is paid out and retired, the Interests shown will be recalculated as provided in the Unit Operatlng &greemént.,
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EXHIBIT "D" - - - PAGE 2

(8)

H H
I
I

Note: ~Atlantic Richfield has 80 acres within the Unit Area not committed to the Hat Mesa Urit.

SN (1) (2) (3) (&) (5) (6) N¢)) Beneficial
WOrklng ‘Interest Owner - ‘Committed Royalty and Percent Net Working Interest Interest
i and a.nd Tra.ct Numbers Acres and Percent Basic Excess Percent ~_Acres (Percent)
: 4‘ Gulf 011 Corporation e
S . 6 12.50 5.00 82.50 132 OO
',7 12,50 5.00 82.50 58714
;i-lO 12.50 4,00 83,50 267.20
I N CE g 986 . 3ymm e 15.02671%
3 ii‘aiph Lowe Estate 5 ; v
P 3 240.00 12.50 None 87:.50 - 210.00
19 __360.00 12.50 None 87.50 315.00 . :
. 600.00 - 7.69820% ' 525.00—————— 7.99828%
l‘fonion PI'OdU.C'Lng Company , P . R
i P22 320.00 ~ 4.10571% 12.50 None 87.50 280,00~ —mm e L.26575%
* Pan Eme:ican Pet. Corp. ) ,
T 8 80.00 12.56 5.00 82, 50 66.00
20 151.51 | 12.50 6.25 81.25 123.10
: : 231.51 - 2.97035% 189,10~ 2.88091%
s ir%él=a1r 0il & Gas Company ~ ; o
'_ 2 226.92 - 2.91146% 12.50 None 87.50 198.55- - 3.02487%
Supex'lc.'* 0i1 Company L S . ﬁ 7 ‘
T oY g : 160.00 - _2.05265% 12.50 None 87.50 10500~ mm e 2,13288
75794 .03- 100.00000Z : 3,533 91 10000000




EXHIBIT "D" - HAT MESA UNIT AREA - - PAGE 3

. SCHEDULE SHOWING PARTICIPATION PERCENTAGES IN INITIAL TEST WELL AND IN SUBSEQUENT
COSTS AND WORKING INTEREST PRODUCTION UPON COMPLETION OF INITIAL TEST WELL AS A PRODUCER

bolumn 1

Participation Percentages

Working Intéresthwner of Initial Test Well Costs

: Colwmn 3
Participation Percentage i
Working Interest Producti
Upon Completion of A Producir;
 (Beneficial Interest)

: - Column 2 -
Upon Completion of a Producing Well the
Participation Pércentage of Operating Costs,
Costs of Subsequent Wells and Ownership of

All Equipment and Wells

-

k Phllllps PetroleximCompany T e b ‘,'7"‘3802%
Union Uil of California 25.22,58%
Gulf 0il Corporation 17.15874%
Ralph Lowe Estate ] None
’A - Union Producing Company ~ 4.60757%
L Pan American Petroleum Corp. None
‘ Sinclair 081 & Gas Company | |

3.26734%

Superior Oil Company

e TP
23.85082% 21,.20572%
16.224,21% 15'979614% <
3.84910% 3.99914%
4.35667% h 52164,%
1.43511% Lusonsg
3.08942% 3.20633%

Percentages will be adjusted upon retirement of production payments. 4




EXHIBIT “D"

- HAT MESA UNIT ARFA - - PAGE 3

{

SCHEIIILE‘ SHOHIN" PARTICIPATION PERCB‘ITAGES IN INITIAL TEST WELL AND IN SUBSEQUENT
COSTS AND WORKING INTEREST PRODUCTIOI\ UFON COMPLETION OF INITIAL TEST WELL AS A PRODUCER

Column 2

Column 3

: Columri 1
i 'ﬁ ‘ Upon Completion of a Producing Well the
Participation Percentage of Operata.ng Costs,
Costs of Subsequent Wells and Ownership of
A1l Equipment and Wells

Partzclpation Percentage in the
Working Interest Productlon
Upon Completion of A Producing Well

(Beneficial Interest)

Pa.rtlclpat.:.on Percent ages.

of Inltlal Test Well Costs

100.003000

L A Y e B e e

45.00182% Ll SUDF
: 23.85082% 24, . 20572%
16.22421% 15.97%4%
3.84910% 3.999U%
4.35667% L.52164% -
1.49511% 144058
3.08942% 3.20633%
2.0528 2.713'2@5‘ g
100.00000%

Percentages will be adjusted upon retirement of production payments.
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dearnley-meier reporting service, inc.

SPECIALIZING IN:

DEPOSITIONS, HEARINGS, STAYE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

1120 $IMMS KLDG. ® P. O. 80X 1092 & PHONE 2434491 @ ALBUQUERQUE, NEW MEXICO

BEFORE THE
New Mexico 0il Conservation Commission
Santa Fe, New Mexico
EXAMINER HEARING

April 26, 1967

- ae A et ew mm e am s s e A me ds me e mw e @ e ew

IN THE MATTER OF:

Application of Phillips Petroleum
" Company for a-unit agreement, Lea

‘ . Cas 560
County, New Mexico. ve §~£—

T Nl Ny ' Nt it Cmd  wn?

- P e wh e e s e ws ws e s am  me s ew ms  m am e em

BEFORE: Elvis A. Utz, Examiner

TRANSCRIPT OF HEARING




lg ,5 PAGE 2
P MR. UTZ: Case 3560,
: MR. HATCH: Case 3560, An application of Phillips
: Petroleum Company for a unit agreement, Lea County, New

-Mexico.

MR. KELLAHIN: If the Examiner please. Jason

Kellahin, Kellahin and Fox, appearing for the applicant.

R
i

"1 havé three witnesses.

(Witnesses sworn.)

MR. UTZ: Are there any other appearances in

-this case?

“dﬁﬂTﬂ{&y

NTS, EXPERT, TESTIMONY, DAILY.COPY, CONVENTIONS - - -

MR. KELLAHIN: I would like to call as my first

witness, Mr. Cunningham.

W. A. CUNNINGHAM, called as a witness on behalf

of the Applicant, first haviﬁg been duly sworn, was examined

and testified as fbliows:

DIRECT EXAMINATTION

LBUQUERQUE, NEWMEXICO.OT0...... .

“1400 FIRST NATIONAL BANK'EAST @ PHONE 256-1294'e ALBUQUERQUE, NEW MEXICO 87108

5 § BY MR. KELLAHIN:
!: : i é ; 0 Would you étate your name, please?
% g A W. A. Cuhninghém.
Q By whom are you employed and in what position,

Mr. Cﬁnninqham?

A Phillips Petroleum Company, as District Contract

man.

1120 SIMMS BLDG, ® P.0, BOX 1092 ® PHONE, 2436691 A

SPECIALIZING IN: DEPOSITIONS, HEARINGS,
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And, ip that cohnéétisn,

do with the unit agreemen designat

A Yes, I prepareg it,

R
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. P : i i
§ péréeﬁtégé.are Fee?
: é : i ;"°A: ' Approximately 58,82  percent are Federal lands,
; I T and 41 percent are State lands and there is no Fee acreage
b A aey wi%hﬁﬁ'éhg boundaries of the proposed unit area.
T T P 9!  Now, is this a unit aqreement designed as an
! as : A ¢ Yes; sir.
- Co | _ |
i %El O - Is it in a form that has been used heretofor and
I
? 1;;§ , apérévéé’ﬁy tne United States Geological Survey and the
— : N S ' ) :
- — : S PR "y ' " i id Of fi
: as> t Department of “Interior and the State of New Mexico Land Office?
A . Yes, sir, it is.
S : R
% : i . @ ° | And by this Commission?
P " ‘A | | Right.

i Has this unit agreement been submitted to the

b b .
Department:of Interiox?

UE, NEMMEXICO870)

Q!

PERT, YESTIMONY., .DAILY: COPY;«CONVENTIONS
QUER(
UVER
et

RQUE, NEW MEXICQ:87)

P D i ? Yes, it has.

Oyl

1400 FIRST-NATIONAL BANK EAST @ PHONE 256:1294 @ ALBUG!

§‘> éd © | Has it received tentative approval?

T St
N L \. . « : R K
.

>

v
R

%A ] é It has received preliminary approval for the

STATEMENTS, EXPE

unit agreement.

0 " | And the area has been designated by the Depart-

ment of ﬁnterior as appropriate for unit developnent, is

1120 SIMMS BLOG, ® P.G. BOX 1092 & PHONE 2436691 ALBY

this true?

i, e g i

‘A | As to area and depth.

SPECIALIZING IN: DEPOSITIONS, HEARINGS,

‘e ' As to area and depth? Now, in connection with
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that,  what depths are you talking about?

A ‘We are talking about a 15,500 foot Devonian
wildcat.
Q Is\thekunit agreement confined to'thé Devonian
prodﬁction? .
A A No, sir.
Q It would include any producing hOriZén’that migﬁt,

fri—e A

be encouhtered-iﬁ the wéli deep';néﬁéﬂrgéuéégffégé~ﬁéVUnla§;
is that correct?
A Yes, that's correct.
'Q So, that it covers all possible producing
formations from the surface to the Dévonian?
A That is correct.
0 Has the unit agreement been submitted to the

Commissioner of Public Lands?

A Yes, ‘sir.

Q Has it received preliminary approval there?
A Yes, sir.
0 What is the status of the agreement, insofar as

participation of the working interest is concerned?
.3 All parties, there are nine working interest
owners within the boundaries of the unit outline and eight

of the nine companies have agreed to commit their acreage

to the unit area.

fo
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f Q And what acreage is not committed to the unit
: area? = ;

EN The acreage not committéd to the unit area is .

Se pra ot

| _the Atlantic Richfield tract which is ‘he East half of the
§ \_:—"/ : ’ : PR ; 3 - . A . 4:’;’ )’
§ e , -Séuthwest‘Quar@ér of Section 19, Township 21 South, Range
Ea "33‘E§St, Jhiéh%i%‘bn‘the east side of the unit area.
T - 1. Qo - It%i%z&n the boundafy‘of the unit, is that
Bt e — | coxrect?. P
.. ] : : : H

o : = Pl
= 3 gg Q And it '!is an eigqhty acre tract?
b e : A That's correct.
4 = :Q Is there a provision in the unit agreement for
£ w . s .
: z R oy _ |
¢ e &' subsequent joindérrforva tract sueh as-tHat?
: 3 - " ; Lol
H o P I .
i : % . A Yesi sir, there is.
@ 3 =% o P
o H z 0 Is there a provision in the unit agreement :for
: z oo ;
S g N IR
. g = any: expansion of the unit --
i E L < ‘ . Mi;i LR .
‘A Yes, sir.
‘ : : i :
> ‘ ; Lo _
= ’ 0 -~ should it become necessary on the development

3

v
Vi

of this area?
Q As Iédnderstand, you prepare the unit agreements.
Was this unit ag%eémént prepared under your supervision?

%
A Yes,isir.

1120 $IMMS BLDG. ® P.0, BOX 1092 @ PHONE 243-6691 ® ALBUQUERQUE, NEW MEXICH 87101
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in evidence Exhibit Number 1.

MR. NUTTER: Without objection Exhibit Number 1

c e

P S S | will be entered into the record. ; ;

(Whereupon, Applicant's Exhibit

019 ‘Number 1 was admitted into
e evidence.)
?f. MR. UTZ: Any questions of the witness? The
; f; = witness may be excused.
;’){’ 1{& » — mnl Do R U E
' g; - {(Witness excused.)
- ad MR. KELLAHIN: We would like to call as our .
o § < next witness Mr. Charles W. Betton.
. : o i ,
Rl CHARLES W. BETTON, called as a witness on behalf

of the Applicant, firét’havinq been dﬁly;swofn was examined

and testified as fdllow%:f

" g " DIRECT EXAMINATION -
TR ; BY MR. KELLAHIN:
"i‘f ‘ _, ,.: 0 | ~Would you state your ﬁame, please?
;;f:§~ . : A Charles W. Betton, B-e—-t-t-o-n.
- Q By whoimn are you employed”ahd_in what position,

Mr. Betton?

A Phillips Petroleum Company, Area Exploration
| Geologist.
0 And where are you located?
A Midland, Texas.
E 0 Have you ever testified before the ﬁew Mexico 0Oil

SPECIALIZING IN1 DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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3 ; k o f : pace 8
;n H i f £ i
:": ' ! ¥ ; :}2 . LB “ x i B .3 B
: Zonservation Commission?
-, : A N6, I'haven't.
€ 3 i H : : X
é’ i : : . : . , .
& : : Lo o] ‘For! the ‘benefit of the Examiner, will you briefly
§ § : - i I | . g -
5 H - ‘ 4 oo : N H : H ¢ : - :
: { RTINS Ny S LI SR .
i - areﬁiew§yohr5edu%ax;on andéeﬁperlence'as a geologist?
; T EET oo
g Poi A aéhdlor of Sclence Major 1n
; i s Lo
: gG_élo y Degree from Colorado College in 1951, was employed
i perl fby:Ph lllpS P tro1eum in May of 1952 and have been employed by
. et | IR T L [ 'i } Lot ; ) . : g
= = i inhgm§51nce‘that tim oI;haye‘been an ‘Area’ Geologlst for our
: L TE : SRR S ; ‘
i : S, | | I R Leoay s :
{ = ! western area’ for approx1mately four years, “the last four
2 o= I
a> | years.
- n— L o i :
3 i jQ'; : Now,71n connectlon with your work as Area Geologlsq,
= : z ; go you have anythlﬁq to do w1th the ‘area that-is included in
- ] 8 i de31gnated as the Hat Mesa unit area?
- 58 § ‘A gYés;"it is dnder;my supérv151on.
- > ¥ [ i : : [ ST T S B b . . ) . i
oo i z39 i i . Q. | 'Havé you made any investigation of thils area
3 W Z: FoE L Ut a1
< I . fyourself?:
o + oot b ) )
2 N ~ @ O £ i
= = N w @ b : N ’ : - T :
: i o . G} C [ S S U T T : Z 5
. , i g8 ol Al ives, sir,! I have.
z £33 ' S R N O A . :
= . oAl P T | RN 1 E L. . o .
do : E?;Q% : :MR.;KELLXHIN:i Are the witness' gqualifications
v M L :
} Py S 'acceptable9;
; xg g-'zf'«v ;
& P& g% P ol i
iH e : . MR. UTZ: Yes, sir, they are.
'y 8% ? ‘ o
;e Tw 1 R
PE BY i ¢ (Whereupon, Applicant’s
'8 q§ e ‘ oo S ‘ 4 Exhibit Number 2 was
: a i : : £ . . . s
1S e 1 : v marked for identificationld)
- : : .
P Boleg ; 0 . (By Mr. Kellahin) Mr. Betton, referring to what
x & : :
: & == : has been marked as Exhibit Number 2, would you state what that




exhibit is?

A Exhibit wumber 2 is @ séismic‘structure nap con-

troured on the Devonian 5P, contour intervals 100 feet. The

plat also depicts the préposed'unit outline and the well

control which-is available in the area.

Q Now, as [ underStand, you say that is contoured

on -the toP of the pevonian. what type of information did

DAILY COPY, CONVENTIONS

NEW MEXICO 87 08
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you have in the breparation of this map?
A Weil;ﬂfﬁis*is a map-preparéd by a reflectibn
seismograph method, our latest magnétic tape recording

technique, using a dynamite method &s opposed to the surface

technique -

Q was it also used in connection with a computer

of some xind?

A ves. The results are in a computerized program.

0 There are other zones than the pevonian present‘

A this .iea that may be productive. ijs that correct?

A That 1is correct.
0 what would those zones be?
A We consider the Morrow‘Pennsylvanian sands s

and sandstones and carbonates of the Bone Sprinqs—Leonard H

formation €O be secondary‘objectives in this well and in

addition, there are other, what we consider less attractive

objectives in the wolfcaunp and Delaware Mmountain group -
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T T P
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! SR
=0 _ ¢ Ll , pace 10
. : i 4 ; i P
‘ ! (N RN T I TN NS T Y RS
: i - uwouldAthe7§trawn‘p0551bl§ be --
i S 1 A : R : :
B P \ R R T CoEohididok kod
’ Y - +A i 'Yes, the Strawn and Ben 2 .as a matter] of fact.
H [ 1 :
N T T P
[ S :
- : s e 0 The unit agréement Mr Betton is an exploratory
a T . . ¢ g © i
: P I ooy } P
s In reference to ybur : ﬁlblt Number 2, that reflects
: i i:?*’ué.ﬁé L T -
a structure 1n the Devo i n;ndéesflﬁ not? L
i : ; [ % 5 Lo H . H
i That lS correct.
,' 3 ; L :
} ;
‘ as > Dbes the unlt area embrace substantlally all of
[ ‘ : ; ; i ﬁ ¢
: gE E-the struc%ure as reflecéed by thls 1nformatlon9
2 ! - i ; I . ; i ' /
S . QO A i s
3 ; — ; ‘Yes, the*unltvoutllne‘has ‘been drawn to inciude
. ! bt ; . i { 3
! O ;
. as> 3a11 that we feel 1s potentlally productlve w1th1n ~thls.
‘ 1 L : H ;i ,§ . ; ,r‘ Lz -: ; L {
’ : § §~WOu1d”the'urit area, as! outllned, glve the unit
?operator effectlve Lont1014of{the?s§ructuré in xhq event
SV productlon 1s encount there? : ‘ P
Eo : .yes, fit ;‘vofu:‘ [
S 7 : ? EERERE ; - : »
R \ 3 : Sgv i b | e
+ ~ : Now, do &éuihave the é ame’* srtuatlon as to the
'1 ‘ Eo : : ;; i i g ; Sk . s ,_;
: : htioned? ‘
R : : i : o :
P : S R i
; ; Yes we havefshallower depth~ mapp ,%also

: .

gelsmlc mapplng, ih Which§th | hterpretatlon is essentlally

e : é :
the same*at the Morro& horlzon w1th ellghtly leSSQrellef and

%

1t 1s glso 51m11ar on thefmidgle Bdne Springs hor;zon as

mapped by seismic methodé. f : ;

0. Is it vour opinioh as a geclogist as to those

%

€

other zones/ the’ Operatoﬁ of khefuﬁit would have kffective
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Q

Exhibit Number 3, would you identify ‘that exhibit, please?

A

cerning the proposed unit.

2

would like to call to the attention of the Examiner?

A

of the structure, the S£raEigfaphy to be’ékpécted at the
‘proposed drill site, the productive possibilities which we
feel are most likely, and théprn@osedﬁnethod df development

if the unit is approved.

Q

is the proposed drill site?

A

of‘Townéhip 21 South, Range 32 East, of Lea County and is

located 1980 from the north and east lines of Section 11.

Q

Yes.
(Whereupon, Applicant?s
Exhibit Number 3 was
marked for identification.|)

Now, referring to what has begn marked as
Exhibit Number 3 is the geolodical report con-
Is there any information in thaf’repbrﬁitﬁat you

Well, the report states briefly our interpréetation

Now, you said at the proposed‘d;ill site. Where

The proposed drill site is located in Section 11

Is thatﬁmarked in red on Exhibit'Numbér 2?
Marked in a red 'X'.

On Exhibit Number --

On Exhibit Number 2, yes.

Now, there are some dry holes that have been
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. ;_ ;‘ ;
' drllled in thls area, .m‘:e"t;,h{e’?reE not?
Lo A Yes, ;ﬁhereg arels '
S [e) ‘i’he’ie“are they located? :
| o | : L
5 ——l A Well* there are a meimb"er‘fof shallow ary holes i
N i J ‘ i © BN ‘ T ;L‘. ‘——L,z_ ik ? i ea HE :
i ‘scatte‘red, a’ctually, sevegail” ‘offztne—ujwr;hxnethe unlt proposede
" ety i b : : -+ o
. 1 s unit outllng whlch penetrated approv.lmately to the top of
. 1
\ . ,
i ; the Capltan Reeﬁ.. we do ,fnot ’t:onslder these to be detrimental%
::;v ay “ Cd ;
? " to the proposed test) i’n‘asmuch as they are dary holes, as-
‘ r— : - com_p_a'red to the -,obje’cti'v:a’s 3that we are schedullnq thlS well--+ | .;;f,f
A a> for . .,
X - o A ._ .
1; . The: Phllllps Number *ls?ifhrﬁeﬁiately‘on the outside
1 % - foL :
! £ : S A i A o
i § of the poundaryr atsthe:north 1n Sectlon 1, Tox‘»mshlp 2132,
A s :
N was aritied-to; 2 total depth of 16 396 feet in 1956 “and the .
S i= - i . :
} 3 5% hole was lost at that depth‘ ThlS well js one of our : :
i a © H . b
4 - 2% ‘ ; Py C i
2 -3 ‘2“:’ Ley p01nts that we | are fbéaus ncj o’ur 1nterest in, in that our - - ]
» £ ZTa ; : ; : : S
Eég sei‘smlc plcture clbalflir:{s_hovs thlS well to be iow By -some -t
; ¥ &8 HIR R ' v
E%% 450 feet to the crlest of ‘our: stis fMic st-ructure and separatcd -
5 ;:',: fyom this sftr‘ucture by syncllnal trough, synclirial trough
- ER & ' ’
g ‘C.,;E; running ‘through the northern part of csections 2 and 1 of 2132. ,
= o e H ! o
% Iz { o '-
T Sy This well also is of cons:.derable ‘significanceé, to us, in Chdt
g 832 o
: =4 ::: i 3 3
| . % Sz the Morxyow Sfands that we contemplate of belnq perspectlve'
- a c° :
4 oeg : : .
} 3 %8 were not tested in ariy; fasnlon in thls well and the zones:in
s 3% ., o ‘
' g gg the Bone Spfinqs, whlch we con51der ‘to be perspective were
g S 2% « i ‘
& =% also not tefsted in thlS well. However, correlatioh",from this
x‘
1
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well to the Lea pool, some eight miles to the northeast, is

quite good and we feel that we have good correlation between

~—~Known-producing_horizons in these two formations at the Lea

pool, so we consider the likelihood of these perspective
reservoirs ‘as being present on the structure.to be quite good.

Q. Were Exhibits 2 and 3 prepared by you, or under

v;éﬁf $ﬁgéf§i§ion?'“

A Exhibit Number 3, the report, was prepared by me.

The Exhibit Number 2, the'seismibystructure map, was not
 bréparéd;by me. This map was pfepared by our district
;geophyéiéist.

0 | Have you examined ExhibitkNumbgg,2'and in:your
,opiﬁioﬁ déés it cquectly reflecﬁ the information shown on
the Devonian? |

A JXes, it does.

MR, KELLAHIN: At this time I wopl‘d like to offer
Exhibits 2 and 3.
Mﬁ. UTZ: Without objection, Exhibits 2 and.3
will be entered into the record éf this case.
(Whereupon, Appliéant‘s Exhibits
2 and 3 were admitted into
evidence.)

MR. KELLAHIN: fThat's all I have of this witness,

Mr. Utz,.

MR. UTZ: Are there any questions of the witness?




: ucﬁ 14
_ He may be excused.
, ; (Witrless excused.)
= o MR. KELLARIN: 'I would /like' to call Mr. Wolfen-

berger.
DON WOLFENBERGER," c%léléd?‘ as 4 witness on behalf
of the Appllcant flrst hav1ng been dulyisworni was exaﬁined

C

and testified as follows-‘;f

--HIB'IB[ TR

DIRECT EXAMINATIQN g

B = . |
o = BY MR. KELLAHIN:
e = R ;- : .
= gg Q Would you state'yoqr%name)%please?;
= SRR
. ' A Don wOlfenberger. : fngté .
- 53 . : LT
. X 0 - How do you spell that, Mr. Wolfenberqer°
; > .
. z : : ; ,
F 8 :
. - A W-o-1- f-e—n—b—e~r—o e r. ;
w o
2 o . ’ ; t : B
Ve B
b %> 2§ 0 By whom are you employed and in what posltJ.on'> ;
) ‘<'. '§'§ : S :
3 z o2 A Phillips Petroleum Company, SenloréLease Man .
i s z2 i
N “ z . 3
ﬂ E ég 0 Where are you locate“,iMr. WOlfenberger°
5 33 A Midlang, Texas.
z g o .5 4 Bk K s ik A
= Eé 0 Bave you ever testlfled‘bef Te the 0Oil Conser=
g S8 vation Commission?
v o ww
z 35 : -
< zZ
googe " A No, I haven't.
R 1 ;
£ 23 IR T
E 8% 0 In your duties as Senior Lease Man, how long have
8 Tz N : : :
(-9 o i : N
& 2, ) . . R RO o
S e you been working in the state of New Mexico?
z e ; D ;
S A Since 1959.
T 2 : . Lo :
g 28 i A TR NN S SN ey s . -
g =% 0 And have you handled*leases?for Phillips {in this
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aréa_during that period of time? -
A Yes. .
0 Did you have anything to do with the examining of

lease data and getting agreement to the proposed Hat Mesa

unit agreement?

Ty

A Yes, I did.
o} In that connection, Mr. Wolfenberger, did you
find anything about the leases in regard to the potash area?

A Yes, we found that our unit fell in the secondary

; poﬁash area as designated in October 16, 1951, also, the

revised area of Mayillth, 1965 and a small portion in the

south part of the unit area falls in our 1 11A area.

(Whereupon, Applicant's Exhibit
Number 4 was marked for
identification.) ’

0 "Now, referring ‘to what has been marked as Exhibit

P Wumber” 4, does thal “shiow the potash area?

A Yes.

0 How is it shown on that Exhibit?

A It is outlined in red.

0] The ared outlined in red ié that portion of the

~area included under the 0il Conservation Commission's Order

R No. 1 11A?

A True.

0 What does the other colored area signify?
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A The orange area is potash leases,owned by'Potash?

PR
s;E ;

Company of America and the green acrea@e 15 u.ss Borax.;

-~ r
H :

o . And the entlre unit area, as I understand 1t, . } f ,

;

&

gy

is in the area deSLgnated by the Secretary of Inté r?aé

L . potash area; is that-correct2 . . ; ; : ’
A Yes. SR O O A A
s Q Now, is there any potash developmé i
e — vicinity of this unit? , :
ad - - - : : ;
) ; H :
=2 A No. - RN A B B
— ‘ . I RARS HE i
P : TN B I :
gg Q How far away is the neares prtaSh,deveIOpment?
] P o , ;
A Kerr-McGee, approxlmately elghtimlles west.;§ =0 ;
2 v [ ;o : ¥
i 3 = Q - As far as you know, then, there ié h prospect 1
- of development in the immediate Viciﬁity‘OE thls unlt’i ? 1
§3 r : R N
% ER A That's true. The federal"dbféégefrn*tﬁezarea ;
g"‘oo . : Prot : : : B i H ‘
2 .. oL : . : : v i ;
S > R . L o o z H
o z oE does not have potash leases on it. ; ;
ST : z: ' ; ;
& g E g 0 And the leases that are there are all state ; ¥ ;
> : « g9 ‘ : X ‘ i i
i 5 gg ~lcases? : !
o % E;;Q RN T R ;,;__g( é "
: g 5; A State leases held by productxon over'tenzye : !
: o3 :: ,
£ 33 : LF 3 fog i
. : g s Q Now, in connection w1th EXhlblt Number 4, : s that’
' ? z 8% . SR c »
5 «< o » » . . iy ’i "-_ v 3 - .
¥ T a revision of Exhibit A attached t0rthe,unxt;agreement?-
g 8% 7 N I Pr
& ~u R ;
E Bx% A Yes. ‘ I !
8 73 Se O T Lo
& 99 I |
; %% o] Now, is there an error in connection with one of
£ O~ : FOE : . :
g 2% e '
B g5 the lease numbers there?
1+ 4
3 s P S : L «
5 g . SR OISt P A T I A
& =X A Right. On, except in the unit agreement, Tract 2

v
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there is two inverted numbers there. That number should be
028705 on ‘the federal. . .
0 Now, you are familiar --

MR. UTZ: Tfact 2?

THE WITNESS: Yes and the correétions have been

made on the unit agreement.

" &
=y 0 (By Mr. Kellahin) Are you familiar with the
fEE IR A L o y S o e T
N — B exploraticn dates on “the various leases involved in this unit?
= es o irious leases invodlved 1n LA. : .
S _ ) -
= A Yes, indeed.
—_—
P 0 Is there any reason for immediate action on this
- :

application before the 0il Conservation Commission?
A Yes, Tract 2, which is the same eighty acre X L e

tract, is ?hillips' tract. and the ten year term expires

May 3lst, 1967. We would like to get this well drilling

prior to, or before, the 20th of May. : :j

0 Now, do you anticipate that you can have not

e ke e

‘les's than ‘seventy-five percent of the working interests

signed up by that date?

o A ks

A Absolutely yes.

Q What is the situation as to the royalty interests,
or do you know?
A We have twenty-six royalty interests owners in

the unit, overriding royalty owners in the unit, and at the
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S - and the four others have indicated they would as;soon»as
possiﬁle.\ |

Q And, othér'than the GnééAtiantic igéé%, you .
anticipate one nundred percent pérticipatibn bn‘tﬁe working

ffﬁ : intereSts, is that correct?

A Yes, sir.

R b o Was Exhibit Number s prepared by’ you or under :

= . your supervision: ' R : e 'fr:Lu RIS SURNA A U «
L] E T T
— - - -;;,

o A Yes, sir. '
E : ; : EEEE E - :

= MR. KELLAHIN: I would like tO Off’eriExmbit

ad . L :

g — ] = ; . ;

Number 4.

MR. UTZ: Without objection, Exhibit Numper 4

will be-enteréd into the record. | O R

1

(Whé?é@goﬁiéApbliéahﬁ'sf
Exhibit Number 4 ‘was

CE ¢

DAILY COPY, CONVENTIONS

CO87108,

NEMMEXICO; 87101

3 3] L ore 2t LIRS PIEC oF Jooui g B
i 5w ‘admltted:1nto~ev;dence;)5
| g ¥z : s Pogd L R R A R S
i A MR. KELLALIN: That's all I have Mr. Utz.. = A
i "% 38 : KR SE R R : I R
woEw e : R e L. : R It > 1
: %X 33 MR. UTZ: Are there'anytquestlonS'of the witness?
] G BB . : S . : Lo
: o2z . R
i U L. The witness may pe excused.
% g g%
: s 33 ~ L 3
" (Witness;excusedg)

MR, UTZ: Statemeﬁts‘in this case? The case will

be taken underfadvisement.

L BANK EAST ® PHONE 256
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STATE OF NEW MEXICO ) _
: . ) ss -

COUNTY OF BERNALILLO) ;
I, JERRY POTTS, Notary Public,;:do hereby certify that

the foregoing and attached transcrif:t of prqceedings before

the New Mexico Oil Conservation Commission Examiner at

i f Santa Fe, New Mexico, is a true and correct record to the best

A5 me B ,,,Ai‘;; o S , :
of my knowledge, Skiiil 'aﬂd”‘a‘b‘i’llty;j

In Witness whereof, I have affixed my hand and notarial

seal this Si‘d‘ of June, 1967.?

QL/\/V;L f)

i Not&ry Publlc

My Commission Expires:

July 10, 1970

X do hbrewy aertﬂv thet the forsgaing %e
8 Wonleis recosd of 4¥Ke procnsdings i

We Exanisur hes*‘ug o% Cuse H0 2560 o
wsrd by pe on..s 19.6.7..

—

"iauexg 011 Concervatieaorminsion
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t | MR. UTZ: Case 3560,

MR. HATCH: Case 3560, An application of Phillips

B Petroleum Company for a unit agreement, Lea County, New
Mexico,

. MR, KELLAHIN: TIf the Examiner bleasﬁe. Jason

'Keliahin, :i(eil'aﬁin and Fox, ,appear'iiig for the applicant.

'55 "I have thx'ee witnesses.
| = . (witnesses: sworn.)
- : r— . MR. UTZ: Are there any other appearances in
E —_ |
; S this case?
‘ . MR. KELLAHIN: T would like to call as my first
witness, Mr. Cunningham.

W. A. CUNNINGHAM, called as a witness on behalf

- of ‘the Apfafliicant, first having been duly sworn, was examined

"~and testi fied as follows:

DIRECT EXAMINATION

BY ‘MR, KELLAHIN:-

0 Would you state your name, please?
A W. A, Cunningham.
5 ‘Q By whom are you employed ‘and in what position,

Mr, Cunningham?

A Phillips Petroleum Company, as District Contract

man.
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0 In connection with your work as District Contract




g prce 3
é man, where are you locateé?
§ A In Midland.
= % | . o :_”Q: And, do you have anythinq‘to do with the work
” k. ~éxi Lo of:p;ggnizigg a unit agreement?
T?ﬁﬁ A Yes, I do. T prepare the unit agreements and
‘%%; fuh£t40peratinq agreements. |
X ég | . o And, in that connectionf did you have aﬁything to
o ::Egk' “ac;with~the unit“ééreeméﬁt>dgsiénatéd as the Hat Meéa;vnit?
j;?' A Yes, 1 prepared ft. -
= . _ ) -
s (vthereupon, Applicant's
2 Exhibit Number 1 was
« marked for identification.)
f% 0 Referring to what has been marked as Eg%ibit
 §: Nﬁmber 1, is that a copy of the Unit'ééréeméﬁt?‘
éi; % g _ A That's correct.
9 i ‘ _ ,
ST - %~ Q And attached to that agreement is theré a plat
o i E; ;

showing the acreage involved in this unit?

A Yes, sir, there is a plat showing the outline of

ﬁhe.unit area, of the proposed unit area.

Q And, also, attached to the élat is thére an
exhibit showing the ownership of all the lands Wiﬁhin the
unit area? |

A Yes, sir.

0 Now of the lands that are in the unit area, what

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY-COPY, CONVENTIONS .

1120 SIMMS BLDG. ® P.0. BOX 1092'8 PHONE 24366910 ALBUGUERQUE, NEN MEXICO-8710)

1400 FIRST NATIONAL BANK:EAST @ PHONE 256-1294 @ ALBUQUER‘Q

fpercentage are Federal, what percentage are State and what

¥



PAGE 4

percentage are Fee?
A ApproXimate ly 58.82 percent are Federal lands,

and 41 percent are State lands and there is no Fee acreage

A R A M R

w1th1n the boundaries of the proposed unit area.a

i

Q Now, J.s this a unit agreement de51gned as an

P A R

‘exploratory wit?

-meier

. A ‘Yes, -sir. a
- Q 3 Is”it %in ‘a’ form.  that has beeﬁ used fherétbfo’r and

] "aé -approved by the United States Geoloqlcal Survey and the

: E; ;Department ‘of Interlor and the State of New Mexico Land Office?
A Yes, sir, it is. |
Qo  And bj this Commission?
A R-ight; . | | e
o} | Has this unlt agreement been ‘fsu'bmit;ted to the

Department of Inte‘rio’i’?

A Yes, it has .
0 .Has 1€ received tentative approval'>
’ ! A It has received preliminary zipprov_al for the

unit agreement.

Q And the area has been designated by the Depart-

ment of Interior as appropriate for unit development, is

SPEC’IALIZING IN1 DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT T‘ESTIMONY,' DAILY C_OPY,.C'ONVENTIbNS
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this true?
‘A As to area and depth.
Q As to area and depth? Now, in connection with

T P



DEPO5\T|O‘N$, HEARINGS.

SPECMLIZING IN:

that, what depths are you talking about?

; A We :are ralkind aﬁoﬁt a 15,500 foot pevonian
wildcct.
| Q‘~T iIs the uni£ agreement ccnfined to tﬂe pevonian
‘p;oducticn?' |
o A No, sir. )
0 . it would jnclude aﬁy broducing horizon that might

.

1s that correct?

A ¥és, fhét‘s correct.

formations from the surface to the pevonian?
A That .1S correct.
Q - pas the unit aqreement peen submittéd to

Commissioner‘bf public 1ands?

A \Yes, Sir.

o) Has icyreceiveé pielimin;ry approval there?

A YesS« 51X, | |

Q what 18 the status of the aqreement, insofar'a

participation of the workind interest is concerned?

A All.parties,{there aye nine working inte

be.encdnﬁééféd*iﬁ fhe well deep enough t0 test the DPe

0 . Sc,’that 1t covers all pcséible producingd

the.

rest

owners within the poundaries of the unit outline‘and eigh

ro the ynit ayrea.

of the nine companies have agreed to commit their acreage

yonian.
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e e

And what acreage is not committed £6' the unit

area?

A The acreage not comnitted to the unit area 'is

the Ait;lantic Richfield tract which is the East half of the

ScjutﬁWest Quarter of Section 9, rownship 21 south, Range

-,

dearnley-meier 207

4

33 Eést, which is on the eist side of the unit area.

O 1t is on the poundary of the unit, is that
‘ } corrtect‘>
A Yes, sir.
Q And it is an eighty acre tract?

cod A That's correct.
A z Q Is’ there a provi.sion in the unit a‘qreement,for
. z T EP T _ _ o
i 3_ a S{Ibséquem—_ :j;o,lnder»’f,or a tract such as that? .
%. 5 2% A yds, sir, there ‘is. S
¥ 58 0 I¢ there a provision in the unit agreement for
: Z zz f o :
: ] z i R .
: v f,g any expanslion of the unit —~ i ‘
; £ 82 L R - ' 1
1 v Sw : . - '
: % 38 ! A Yes, S1iX. oo .
: v B i :
REE: s | : - :
! = 3 : Q —- should it becore necessary on the development
| 3 LI N
! RN of; this area? ;
z 33 : ‘i
g fa ; .
oo : A Yes, S1r. {
S% ]
£ 3% Q As I understand, you prepare the unit agreements.
3 4@ ;
o o i .
u -2 ¢ L] . ) .
e ‘:_g ‘Was this unit agreement prepared under your supervi31on?
z z .
5 a2y A Yes, sir.
4 =2 5
5 2% ; «
s 8% MR. KELLAHIN: At this rime I would like to offer
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in evidence Exhibit Number 1.
MR. NUTTER: Without objection Exhibit Number 1
will be entered into the record, i |
(Whereupon, Applicant's Exhibit
Number 1 was admitted into
qvideﬁce.)
MR, UTZ: Any questioné of the witness? The
witness'may be excused. | |
’(Witness exguséd.)
MR. RﬁiﬁﬁﬁiN;>§e would liké‘tb'callyas oﬁr
next witness Mr. Charles W. Betton.
CHARLES W. BETTON, called as a witness on behalf
of the Applicaﬁt, first having beéh~duiy SWOrn was éxamined
and testified as‘follows:

DIRECT EXAMINATION

BY MR. KELLAHIN:

o Would  you state your name, please?.
A Charles W. Betton, B-e-t-~t-o-n.
0 By whom are you employed and in what position,

Mr. Betten?

A Phillips Petroleum Company, Area Exploration
Geologist;

(0] And where are vou located?

A Midland, Texas.

o] Have vou ever testified before the New Mexico 0il
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het]

: Conservation Commission? ,
: R | A No, I haven't,
e ' o For the berefit of the Examiner, wiil you briefly
- ) , review your education and experience as a geologist?
A I received a Bachelor of S¢ience Major in
: Geoleqy Deq;ree from Colorado C_ollegé in 19’51, was emplb‘yed
s | by Phillips Petroleum in May of 1952 and have been employed by
= them since that time. I have been an Area Geologist for our !
: e | ) '
2 -E western area for approximately four years, the last four
= :
as years,
¢ ' Now, ‘in connection with your work as Area G'ed‘ldgi‘ésﬁ,

do you have anything to do with the area that is included in

what has been designated as the Hat Mesa unit area?

DAILY COPY;"CONVENTIONS "= " = ="

s ;
.9 . . . »
55 A - Yes, ‘it is under my supervision.
0.0
i~ 99 ;
5 Ex - : . . . . .
: g %2 0 Have you made any investigation of this area
4 = E 3 § : I
RUES S o yourself?
& 33 A  Yes, sir, I have.
;. v 53
& < : :
s 23 MR, KELLAHIN: Are the witness' gualifications
! £ 33 :
B 5 wu acceptable? ]
: 3¢
i L o . .
E e MR. UT2: Yes, sir, they are.
‘ 2 82
2 %y .
5 8z {(Whereupon, Applicant's
& 235 Exhibit Number "2 was
_ iz a3 marked for identification])
¢ : 12 3= .
. g gg 0 (By Mr. Kellahin) Mr. Betton, referring to what
3 3 = = .
i ':G >
w28 . yl 3
s == has been marked as Exhibit Number 2, would you state what that
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.exhibit is?

A Exhibit Number 2 is a seismic structure map con-

toured on the Devoniar top, contour intcrvals 100 feet. The

plat also depicts the proposed unit outline and the well

control which is available in the area.
0 Now, as I underétahd;:§ou73ay that ‘is contoured

on the top of the Devonian. What type of information did

_you have ir the preparation of this map?

A Well, this is a map prepafed'by a reflection
seismoqraph“methsd, our latest magneésg'tape recording
technique, using a dynamite method as opposed to the surface
technique.

Q Was it also used in connection with 'a computer
of scme kind?

A -Yes. The results are in a computerized program.

Q There are other zones than the Devonian present

in this area that may be productive, is that correct?

A That is correct.
Q What would those zones be?
A We consider the Morrow Pennsylvanian Sands,

and sandstones and carbhonates of the Bone Springs-Leonard H
formation to be secondary objectives in this well and in
addition, there are other, what we consider less attractive

objectives in the Wolfcamp and Delaware Mountain group.
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0 Would the Strawn possibly be --—

A Yes, the Strawn and Ben 2, as a matter of fact,
Q0 The unit agrecement Mr. Betton is an exploratory

unit. In reference to your Exhibit Namber 2, that reflects
é strusture in the Devonian, does it not?
A That is correct.

ace substantially all of

g

0" Does the unit area omb:
’the structure as reflected by this information?

A Yes, the unit outline has been drawn to include
all that we feel is potenfia‘lly productive w:.thm this.

Q Would the unit area, as outlined, ‘give the unlt
operator effedtive control of the structure in the ev.é'.n_t
production is encountered there?

A Yes, it would.

0 ' Now, do you have the same situation as to the
other zones you have mentioned?

A Yes we have shallower denth mapping, also
seismic mapping, in which the interpretation is essentially
the same at the Morrow horizon with slightiy less relief and
it is also similar on the middle Bone Springs horizon as
mapped by seismic methods.

Q Is it your opinion as a geologist as to those
other zones, the operator of the unit would have effective

control of any area of development?
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pace 11

A Yes ,

~ (Whereupon, Applicant's
Exhibit Number 3 was

marked for identificatién;)

Exhibit Number 3, would you idenﬁify that exhibit, please?

riA Exhibit Number 3 is the geological report con-

cerning the proposed unit.

o Is there any information in that report that you

would like to call to the attention of the Examiner?

A Well, the report states bhriefly our interpretatiéh

of the structure, the stratigraphy to he expected at the

proposed'driii_site,i£ﬁéiproductive'pdssibilities which we
feel are most likely, and the propbsed method of deve;opment
if the unit is approved. |

0 ‘Now,'you said at the prépoéed drill siEe. Where
is the proposed drill site?

A ‘ The éroposed drill site is located in Section 11
of Township 21 Sonth; Ré“qe 22 East, of Lea County and is

located 1980 from the north and east lines of Section 11.

0 Is that marked in red on Exhibit Number- 2?

A Marked in a red 'X‘'.

Q On Exhibit Number -~-

A On Exhibit Number 2, veos,

Q Now, there are some dry holes that have been

Q@  Now, referring to what has been marked ag--— i -

a
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3 o drilled in this area, are there not?
A Yes, there are.
0 Where are they loéated?
A Well, there.are a number é?f spéllpw »c}ry‘.holes
scattered, actually, several of them within ‘the unit, proposed
wnit outline which ‘penetrated approximately to the top of

the Capitan Reef. We do not con_si‘der these to be detrinental

-meier

to the proposed test, inasmuch as they are dry holes, as

compared to the objectives that we are scheduling this vell

for.

dearnley

s

et , The Pliillips Number 18 immediately on the outside

of the boundary, at the aorth in Section 1, Township 2132,

o

was drilled to a total depth of 16,396 feet in 1956 and the

87108

hole was lost at that depth. This well is one cof our

C0O.87101...

-~ key points éhat we are basiﬁ‘g our interest in, in that ourxr

_NEWMEXICO

seismic picture clearly shows this well to be low by some

EXPERT 1'§ST|MONY, DAILY COPY, CONVENTIONS

450 feet to the crest of_‘our" seismic struc‘ture and separated

from this structure by synclinal trough, synclinal trowh

£ 444697 @ LBUGUERQUE "NEWMEX!
.1204.0.ALBUQUERQUE,,

running through the northern part of Sections 2 and 1of 2132,

e

This well also is of considerable significance to us, in that

K EAST @ PHONE256

the Morrow Sands that we contemplate of being perspective

o P.0. BOX 1092 & PHON

Ty

1400 FIRST MATIONAL BAN

were not tested in any fashion in this well and the zones:in

the Bone Springs,_'w‘nich we conhsider to be perspective wexe
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also not tested in this well. However, correlation from this
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well to the Lea pool, some eight miles to the northeast, is
quite good and we feel that we have good correlatioh between
known producing. horizons in these two formations at the Lea

pool, so we consider the likelihood of these perspective -

3

reservoirs as being present on the structure to be quite. good.

'melﬂf'T&Hgff};

[ Were Exhibits 2 ana 3 prepared by yéu, or under

’

your supervision?

A Exhibit Number 3, the report, was prepared by me.
The Exhibit Number 2, the seismic structure map,'was>not

prepared by me. This map was prepared by our district

dearnley

QRIS o W 4 vty o 3
R T 0o el T T IR T
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geoph§éidi$t,

ek dusutans

o

0 Have you examined Exhibit Number 2 and in your

opinion does it correctly reflect the information shown on

the Devonian?

fA Yes, ‘it does.

MR. KELLAHIN: At this time I wcnld like to offer
Exhibits 2 and 3.

MR. UTZ: Without objection, Exhibits Z and 3

will be entered into the record of this case.
(Whereupon, Applicant's Exhibits
2 and 3 were admitted into
evidence.)

MR. KELLAHIN: That's all I have of this witness,

Mr. Utz.
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MR. UTZ: Are there any questions of the witness?
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1

ﬁe?may pe excused.
i : (Witness excused.)

Wwolfen-

: ‘ MRr. KELLAHIN: I would like ®° call Mr-

H
¢

v:tvf'»
?bérdér;
witness on pehalf

pON WOLFENBERGER, called as @

was examined

i a0 . . . :
of the Appl;cant, giyrst ravind peen Auly SWOYN ¢
e . N v

F

g follows:

| Lna testified 2
: DIRECT FXAMINATION

f MR. KELLAHIN:

your name please?

é Would you state
? é ' non Wolfenberqer.
%‘ How do you spell that: MY . wOifénberqer?
:EA W~o—l—§we"n—b—e—r—q~e—r.
;O py whonm are you employed and in wha£ position?
s : phillips petroleun company s Sénfor Lease Man.
Azi .0 where are you‘iocated, M. WOlfenberqer?
A Mialand, Texas . :
0 pave YOu ever restified hefore%the oil conser-

é A No, I naven't.

% o) Tn your duties as genior Lease Man: how long have

i you peen working in the &tate of New Mexico?

% A since 1959.

: ] and have you handled jeases foY phillips in this
e
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' Number 4,.does that show the potash ar

area during that period of time?
A Yes.
Q ﬁ‘Did you have anything to do with the examining of
lease data and ggtting agreement to the proposed Hat Mesa
unit agreement?

}A Yes, I did.

Q. In,thhﬁ,Céﬂﬁ@CtiQni,Mr.‘Wo}fénberger,ﬁdid you

- find anything about the leases in regard to the potash area?

A Yes, we found that our unit fell in the sercondary
potash area as designated in October 16, 1951, also, the
revised area of May 1llth, 1965 and a small portion in the
south part of the unit area falls in our 1 11A area,.

(Whereupon, Appliéant's Exhibit
Number 4 was marked for
“identification.)

Q No&, referring to what has been marked as Exhibit

R 3
eas

A Yes.,

Q How is it shown on that Exhibit?

A It is outlined in red.

Q The area outlined in red is that portion of the

area included under the 0il Conservation Commission's Order

R No. 1 1l1lA?

A True.

o) Wwhat does the other colored area signify?

RS .
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' A The orange area is potash leases owned by Potash

C@mpany of America and the green acreage is U. S. Borax.

i ._.0.___ And the_ entire unit_area, as I understand it,

ié in the area designated by the Secretary of Interior as a

pétash aréa, is that correct?

A Yes.
1" 0 Now, is there any potash development in the

vicinity of this unit?

A " No.

é 0 How far away is the nearest potash‘devéiopmenf?

| A Kerr-McGee, approximately eigbt’miles west.

i, 0 ; As far as you know, then, there is no prospect
oé developﬁent in the immedi;té vicinity of this unit?

% A - That's true, The federal acreage in the area

not have potash leases on it.

: Q And the leases that are there are all state
1éases?
A State leases held by production over ten years.
0 Now, in connection with Exhibit Number 4, is that

a ;eviéion of Exhibit A attached to the unit agreement?
' A Yes.
0 Now, is there an error in connection with one of
% th? lease numbers there?

A Right. On, except in the unit agreement, Tract 2
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there is two inverted numbers there. That number should be

028705 on the federal.
Q Now, you are familiar --
MR, UTZ: Tract 2?°

THE WITNESS: Yes and the co;rectibns have  been

made on the unit agreement.

-

-meigr

:
‘? ) ;

L O (By Mr. Kellahin) Are you familiar with the

; exploration dates on the various leases involved in this unit?

== ;

3 = A " Yes, indeed.

i | —<

E | S .

: P74 0 Is there any reason for immediate action on this
R R ]

application before the 0il Conservation Commission?
A 'Yes, Tract 2, which is the same eighty acre : l

tract, is Phillips® tract and ﬁhe ten year term expires

2 g

May 31lst, 1967. We would like ‘to get this well drilling - _ :i

prior to, or hefore, the 20th of May.

&

1400 FIRST NATIONAL BANK EAST ® PHONE 256-1294 ® ALBUQUERQUE ‘NEW MEXICO 87108

Q ‘Now, do you anticipate that you can have not

less than seventy-five percent of the working interests

signed up by that date?

A Absolutely ves,

o] What is the situation as toc the royalty interests,
or do you know?

A We have twenty-six royalty interests owners in

the unit, overriding royalty owners in the unit, and at the

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIM@NY, DAILY COPY, CONVEHTIONS
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present time, twenty-two have executed a ratification and’
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‘and the four others have indicated they would as Soon as
‘possible.
Q And, other than the one Atlantic tract, you

Ta:‘x"ft?idipate one hundred percent participation on the working

interests, is that correct?

e ‘ f A Yes, sir.

! = Q Was Exhibit Number 4 prepared by you or under
= your supervision?
v :

A Yes, sir,

MR, KELLAHIN: I would like to offer Exhibit

dearnley

L Number 4.

MR. UT2: Without objection, Exhibit Number 4
will be entered into the record.
(Whereupon, Applicant's

Exhibi{ Number 4 was
admitted into evidence.)

MR. KELLAHIN: That's all I have Mr. Utz.

MR. UTZ: Are there any questions of the witnéss?

The witnhess may be excused.

1w
\

e

| I
o

negce excused.)

MR. UTZ: Statements in this case? The case will

AST o CHONE 7561290 ¥'AUBUQIERQUE, NEWMEXICOSTIO, .. .

0X 1092 @ PHONE 243-5691 @ ALBUQUERQUE; NEW MEXICO 87101

be taken under advisement.
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STATE OF NEW MEXICO )
} ss
COUNTY OF BERNALILLO)
I, JERRY POTTS, Notary Public, do hereby certify that
the foregoing and attached transcript of proceedings before
the New Mexico 0il Conservation Commission Fxaminer at
Santa Fe, New Mexico, is a true and correct record to the best

of my knowledge, skill and ability.

In Witness whereof, I have affixed my hand andﬁotarial

seal this: 1S CE of June, 1967.

\/(/L/\A/] AJ o/UL,
U Notary Public

My Commission Expires:

July 10, 1970
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