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CASE 3746:; Application of ATLANTIC

RICHFIELD for approval of the
CAWLEY UNIT AGREEMENT.
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P. O, BOX 1148
SANTA FE, NEW MEX1CO

GUYION B. HAYS
COMMISSIONER

Jyly 19, 1968

Atlantic Richfield Company
P. C. Box 1978
Roswell. Rew Maxieco 88201}
Re: Cawley Unit
TERXINATION
Bddy County, New Mexico

ATIRNTION: Mr, Dan Goodwin

Gantieman:

T™he Commissioner of Public Lands has received the
ballots of annrawimatgly 75% per cent of the Working Interest
Owners requesting the termination of the Cawley Unit, Eddy
County, Mew Mexico as providdd for under Section 20 of
the Unit Agreement, and doss hereby approve the tsrmination
affective as of the United States Geoclogical Survey's spproval.

Please furnish us the date of approval of termination
by the United States Geological Survey.

¥We are snclosing three (3) Cextificates of Termination,
Pletise nota we have lefs tha =2f28.0tivg dale Liank on our
Cextificete and is to be filled in when the United States
Geological Survey approves.

Very truly yours,

GUYTON B8, HAYS
COMMISSIONER OF PUBLIC LANDS

BY:
Ted Bilberry, Director

0il a2nd Gas Department
GBH/TB/=

encls.
eCs UsGS8~Roswell, lew Mexico
OCC~ Santa Fe, New Mexlico
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AtlanticRichlicldCompany  North American Producing Division

PR o 253
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©

e

New Mexico-Anizona District - —
Post Ottice Box 1978 ’ oz
Rosweli, New Mexico 8820t
Telephone 505622 4041

Jack Biard
District Landman

- (
April 19, 1968 jr&' (-

Cawley Unit //f
T225, R22E ~
Eddy County, New Mexico yd
/
Vs

New Mexico 0il Couservation. Commicsion
P. 0. Box 2088 r

Santa Fe, New Mexico 87501

Alsention: Mr. Dan Natter

Gentlemen:

For your file§fﬁe enclose a copy of the State Certificate
of Approval snd the U.S.G.S. Certification - Determination
of the Cawiey Unit.

P

;Héwﬁiiifgihcerely sppreciate receiving your order of
{Case 3746 which was heard April 17, 1968, as soon as pos-

%ible sinde the test well on this unit must commence by
April 30 and we still must locate a rig.

Your help and cooperation is sincerely appreciated.
Yours very truly,
ATLANTIC RICHFIELD COMPANY

T A /// }4 -

Fred N. Millsap, dr.
Land Department

FI0M/d1m
Encls.
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CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MXL1CO
CAWLEY UNIT
EDDY COUNTY, NEW MEXICO

UNIQIZZD ABOVE THE BASE OF THE CISCO-CANYON FORMATION

There having beaen presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement
for thé development and operation of acreage which is described within
the attached Agreement, dated March 1, 19868 , which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up=-
on examination of said Agreement, the Commissioner finds:

(a) That such agrcement will tend to nromote the conservation
of oil and gas and the better utilization of reservoir
energy in said area.

{(b) That under the proposed agreement, the State of New Mexico
will receive its fair share of the recoverable oil or gas
in place under its lands in the area.

(¢) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable oil and gas under its lands within the area.

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

NCH, THEREFORE,iby virtue of the authority conferred upon me under
Sections 7-11-39, 7-11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexico
Statutes Annotated, 1953 Compilation, I, the undersigned Commissioner
of Puhlic Tands of the State of New Mexico, do hereby consent to and
approve the said Agreement, however, such consent and approval being
limited and restricted to such lands within the Unit Area, which are
effectively committed to the Unit Agreement as of tnis date, and, further,
that lecases insofar as the lands covered thereby committed to this Unit

Azrecment shall be and the same are hereby amended to conform with the terms

of sueh Unit Aereement, ané said leases shall remain in full force and ef-
fect in accordance with the terms and conditions of said Agreement. This

approval is subject to all of the provisions and requirements of the afore=
said statuces.

IN WITNZ

I 2SS WHEREOF, this Certificate of Approval is executed, with seal
afiixed, thils

29th. day of MARCH 19 &8

COMMISSIONER OF PUBLIC LANDS
of the State of New Mexico




AllanticRichtieldCompany  North American Producing Division
t ' New Mexico-Arizona District
Post Office Box 1978
Roswell, New Mexico 88201 ey e f
Telephone 505 622 4041 pren //

Jack Biard © e mAne b <
LISLrICT Landiuan

July 18, 1968

Termination Agreement for
Cawley Unit Area
7225, R22E, Eddy County, New Mexico

New Mexico 0il Conservation Commission
P. 0. Box 2088 }
Santa Fe, New Mexico 87501 o Jyr 13 S oos

e

Attention: Mr. A. L. Porter

T T

Gentlemen:

BEnclosed for your records please find copy of the
Termination Agreement for the above subject unit.
The Termination Agreement is now in the process
of being approved by the Commissioner of Public
lands. Upon their approval the instrument will
be submitted to the UsS.GeS. for its approval.

We hope to have tris termination accomplished
within the next ten days. If you havz any other
questions please feel free to contact us.

Yours very truly,

ATTANTIC RICH# 181D COMEANWT
’\‘ ?D, .~ (_.c,r\,\{/—l,w
E &(mx/ / e

Dan Goodwin
Land Department

f : DG/1gb
| Enclosure




TERMINATION OF UNIT AGRIEENINT FOR THE
DEVELOPMENT AND OPZRATICON OF THE
CAVLEY UNIT AREA
COUNTY OF EDDY, STATZ OF XNz=W MEXICO,
AND APPLICATION FOR APPROVAL THEREOF ]
L

o,

NO. 14-08-0001-~-8918

The Unit Agreement for the Development and Operation of the
Cawley Unit Area dated March 1, 1968, was approved on April 10, 1988,
by the Acting Director of the United States Geological Survey and on
March 29, 1968, by the Commissioner of Public Lands, State of
New Mexico. '

Whereas, the undersigned parties are the owners of more than
seventy-five (73) per centum on an acreage basis of the working in-
terests in the Cawley Unit Area in Eddy County, New lMexico, and

Whereas, under the terms of Section 20 of the said Unit Agree-
ment, the Agreement mey be terminated at any time by not less than
seventy-five (73) per centum, on an acreage basis, of the owners oi
working interests signatory thereto, with the approval of the

Director of the United States Geological Survey aud oi the Commis~

~ sioner of Public Lands, State of New Mexico.

Yow, therefore, the working interest owners oi ihe Cawlcy Unit
Area agree to terminate the Unit Agreement for the Development and
Operation of the Cawley Unit Area and do hereby request the approval
of the termination of said Unit Agreement by the Supervisor of the
United States Geological Survey and by the Commissioner of Public
Lands, State ¢f New Mexico.

This instrument may be executed in counterparts, no one of
which needs to be executed by all parties.

In Witness Whereof, this instrument is executed ty the under-
signed parties hereto as of the respective dates set opposite their
510natuxe=.

LAY I SN

. ATLANTIC RICHFIELD COMPAXY-Operator

Date: O,(az_g /2 /?éy
S '

Attorney—-in-ract

HOVDO OIL & GAS COMPANY

Avt

e e

S. L. Smith A

t:
AZgame44fg§7§Zgzxxxn\v)

Assistant Secretary
Date: (il 12 /7%.?
v J '

Ao .
pate:  Fulit, /O, 1968

-/ ]
- N ' - P - /
Date: vl /- /¢ ,_((
v o
Attest:
Dace:

m*w

Stanley L. @mitih
Vice President

L

G. Dee Williamson
LA Y /r-v‘ (' T ) Ay

Lanita C. Williamson

HUMBLE OIL & REFINING COMPANY

By:

% "(' ///”’
AT A ,Léc/é.c‘zﬁ//cy/g
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KZRR-McGEE CCRPORATICN

By:

RALPH LOWE ESTATE

By:

By:
James L. Morris

H. L. Landua

By:

By:
V. H. Van Horan, Jr.

Charlies L. Morgan, Jr.

By:

Erma Lowe, Individually and

as Independent Execuirix oi

the Estate of Ralph Lowe, Deceased !
|

SINCLAIR OIL & GAS COMPANY

Attest: |
‘ !

Date: Ry:
;
STATE OF NEW MEXICO 1

) ss.
COUNTY OF CHAVES ) ;
tl

The regoing instrument was acknowledged before me this {2 - ;
Aegf~ , 1968, by S. L. Smith, Attorney-in-Fact for

day cf i
ATLANTIC RICHFIZLD COMPANY, a Peansylvania corporation, on behalf oi
said corporatcion. o
y <
oot hs %W? ée

Notary Publiﬁ]

Yy Commission Expires:
Juiy 14, 1971

STLTE OF NZW MEXICO )
) ss.
COUNTY OF CHAVES )
. th
Thé [foregoing instrument was acknowledged before me this Lg -
, 1968, by Stanley L. Smith, Vice President of

day cof e L
7oNDo JFL & GAS COMPANY, a New Mexico corporation, on behalf of sz;p
700

corporation. p . p,
- . 729 €
fiqe-M——(ﬁixl. Fal ////v-/ﬁ

Notary Publi%/

My Commission Expires:
July 14, 1971

STATE OF NEW MEXICO )

COUNTY OF CHAVES )
The foregoingz instrument was acknowledged uefore nme this Q’Z?
cay of oSt/ , +968, by G. DEE WILLIAMSON and LANITA C. WILLIAY

his wife. .
&]é‘ua—-«;ﬂj r’—{c*“cwtr«.a(\‘\

Notary Publit

i

ox,

[ €]

My Commission Expires: .5-.3¢-7/
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STATZ OF OXLAHOMA )
) ss.
COUNTY OF OXLizOMA )

The foregoing 1nsirulcii wad alkiowilldzc
day ol , 1968, by
of KZIRR=-LcGZEZ CORPCRATION, a corporation, on
behalf of said corporation.

d hefore me thie

My Commission Expires: Notary Public

STATE OF TEXAS )
) ss.
CQUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this
day of , 1968, by
of HUMBLE OIL & REFINING CGMPANY, a Delaware corporaticn, on behalf o
said corporation.

¥y Commission Expires: Notary Public

STATE OF TEXAS )
) ss.

COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this
day of , 1968, by H. L. Landua, Charles L. Morgan, Jr.,
James L. Morris and V. ¥. Van Horn, Jr., a majority of the duly
appointed, gualified and acting Independent Executors of the Estate
of Ralph Lowe, Deceased, and Erma Lowe, Individually and as Independent
Executrix of the EZstate of Ralph Lowe, Deceased.

My Commission Expires: Notary Public
STATE OF TEXAS )
) ss.

COUNTY OF MIDLAND )

The foregoing instrument was acknowliedged before me this
day of , 1968, by
of SINCLAIR OIL & GAS COMNPANY, a Maine.corporation, on behalf oi said
coxporacion.

My Commission Expires: Notary Public



TERIINATICY CF

DEVELOPLEXT AND 02
CAWLEY UNIT ARZA

07 NFW "'TXI('O

COUNTY
AXD APPLICATIOY ?OQ n?P?OVAL THEREC

New Mexico.

Whereas, under
ment, the Agreement

e ...
NoW, \.hC"CfOZ‘P

siganatures.

Date:

Cawley Unit Area dated March 1,

the terams of

In Witness Whereof,

Attest:

Assistant Secretary
Date:

Date:

Date:

AL

XKHIHERY:

Date: July 12, 1968

CREZVLENT FCR TR
SRATION OF TUE

noA

NO. 14~-08-0001-8919

i

| The Unit Agreecment for the Development and Operation of the

! , , was approved on April 10, 1968,

} by the Acting Director of the United States Geological Survey and on

! March 29, 1668, by the Comnissioner of Public Lands, State of :

Whereas, the undersigned parties are tie owners of more than
seventy~-five (75) per centunm on an acreage basis of the working in-
terests in the Cawley Unit Area in Eddy County, New Mexico, and

Section 20 of the said Unit Agree-
miay be terminated at any time by not less than
seventy-five (75) per centum, on an acreage basis, of the owners of
working interests signatory thereto,
Director of the United States Geological Survey and of the Commis-
sioner of Public Lands, State of New Mexico.

with the approval of the

i the working interest owners oi the Cawley Unit
! Area agree to termlnate the Unit Agreement {or the leveliopument and

' Operation of the Cawley Unit Area arnd do hereby request the approval
§ of the termination of said Unit Agreement by the Supervisor of the

3 Uaited States Geological Survey and'by the Commissioner oi Public
Lands, State of New lexico.

This instrument may be executed in counterparis, no one of
] y which needs to be executed by all parties.

this instrument is executed by the under-
signed parties hereto as of the respective dates set opposite their

ATLANTIC RICHFIELD COMPANY~Operator

By:

S. L. Smith
Attorney-in-Fact

HONDO OIL & GAS COMPANY

By:

tanley L. Smith
Vice President

G. Dee Williamson

Lanita C. Williamson

r“~—"f”el
& REFINING COLPANY “PPRO,’E,,

HUMBLE OI
/




Attest: RERR=-MCGED CORROATICN

Date: By:

RALPH LGVE ESTATZ

( ~Q0, - - )
By: \Xg/\§ KJWJJ ot i By@.%““u—af,%(/ 7/<-zu.

H. L. Landua P - / James L. Morris
. ) ////, / oy
. s . . . - N -% s 2 .
By: »* .. - - ; 0 T By: [/1771?154/4~{:rv 5[
Efxz??cxﬁfxxxm;achXx. V. H. Van Horn, Jr.L
ee H. Rose - ) :
- i
Erma Lowe, Individually and Date: July 11, 1968

as Independent Executrix of
the Estate of Ralph Lowe, Deceased

Attest: SINCIAIR OIL & GAS COMPANY
!
Date: By: :
t
STATE OF NEY MEXICO ) !
) ss. :
COUNTY OF CHAVES )

The foregoing instrument was acknowledged before me this .
éay of , 19€8, by S. L. Smith, Attorney-in-Fact for
ATLANTIC RICHFIELD COMPANY, a Pennsylvania corporation, on behalf of
said corporation.

My Commission Expires: Notary Public
July 14, 1971

STATE OF NEW MEXICO )
. ) ss.
COUNTY OF CHAVES )

The foregoing instrument was acknowledged before me tiiis
day of , 1968, by Stanley L. Smith, Vice President of
HONDO OIL & GiS COMPANY, « New Mexico corporation, on behalf of said
corporation.

My Commission Expires: Notary Public
July 14, 1971

STATE OF N=EW MEXICO )
) ss.
)

COUNTY OF CHAVES

The foregoing instrument was acknowledged before me this
day of , 1968, by G. DEZ WILLIAISON and LANITA C. WILLIALESON,
his wife.

My Commission Expires: Notary Public

1
l



STATE OF OXLAHONA )
) ss.
COUNTY CF CxIAHONA )

The foregoing instrument was acknowledged before me this

day of , 1968, by
of KERR-McGEE CORPORATION, a corporation, on

benhalf of said corporation.

My Commission Expires: Notary Public
STATE OF TEXAS )
) ss.

COUNTY OF MIDLAND )

!

The foregoing instrument was acknowledged before me this 12th

day ol _ July , 1968, by _ Bi1] R. Payne Agent and Attormey in Fact
of HWMELE OIL & REFINING COMPANY, a Delaware corporation, on beralf or

said corporation. =
. " -7 A .
c>3$/z( e

My Commission Expires: Notary-Public
June 1, 1969 :
‘
STATE OF TEXAS ) :
) ss.

COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me this 11th
o o o

day of July , 1868, by H. L. Landua, gXxaxxockxxXagaxxixxx Dee H. Rose,
cames L. Morris and V. H. Van Horn, Jr., a majority of the duly

- appointed, qualified and actinz Independent Executors of the Estate

Cf;Ralph Lowe, Deceased, and Erma Lowe, Individually and as Independent
Executrix of the Estate of Ralph Lowe, Decezsed.

"q e Bt : 5
S e

- e BN S

My Commission Expires: Notary Public
JOYCE R. LEACH * Notary Public
In and for Midland County, Texas
e Commicsion Fepires June 1, 1869
STATE OF TIEXAS p)
) ss.
COUNTY OF NIDLAND )

The foregoing instrument was acknowledged before me this
day of , 1968, by
of SINCLAIR OIL & GAS COMPANY, a lMaine.corporatzion, on behalf of said
corporation.

My Corvnission Expires: Notary Public




TERMINATION OF UNIT AGRILENENT FGR TRE
DEVELOPIZENT AND OPCZRATION OF THE
CAWLEY UNIT ARTA
COUNTY O EDDY, STATZ OF XEW MZXICO,

AND APPLICATICH o2 APPROVAL THEREOT

NO. 14-08-0001-8919

The Unit Agreement for the Development and Operation of the
Cawley Unit Area dated larch 1, 1968, was approved on April 10, 1968,
by the Acting Director of the United States Geological Survey aad on
March 29, 1968, by the Commissioner of Public Lands, State of
New dMexico.

Whereas, the undersigned parties are the owners ol more than
seventy-Iive (75) per centum on an acreage basis of the working in-—
terests in the Cawley Unit Area in Eddy County, New lexico, and

Whereas, under the terms ol Section 20 of the said Unit Agree-
ment, the Agreement may be terminated at any time by not less than
seventy~-five (75) per centum, on an acreage basis, of the owners of
working intcerests signatory thereto, with the approval of the
Director of the United States Geological Survey and of the Cormis-
sioner of Public Lands, State oi New Mexico.

Now, therefore, the working interest owners of the Cawley Unit
réea agree to terminate the Unii Agreement for the Development and
Operation of the Cawley Unit Area and do hereby request the approval
of the termination of said Unit Agreement by the Supervisor oi the
United States Geological Survey and by the Commissioner of Public

Lands, State of New Mexico.

This instrument may be executed in counterparts, no one of
which needs to be executed by all parties.

In Witness Whereof, this instrument is executed by the under-
signed parties hereto as of the respective dates set opposite tTheir
signatures.

ATLANTIC RICHEFIEZLD COMPANY-Operator

Date: By:

S. L. Smith
Attorney-in~Fact

HONDO OIL & GAS COMPANY

Attest:
By:

Assistont Secretary
Date:

Attest:

Stanley L. Smith
Vice President

Lanita C. Willianmson

HUMBLE OIL & REFINING COMPANY

By:




AtiesT; o KERR~MCcGIE CORPORATION
F ol S Cor - P,
i to (\ Tes ""_."‘" NI -"ij
LS ReY S el niNas ':-s. [SRSINEINGR o1 7 / L
Date: v i & 1033 Mm( }da W(
. ¢
w € HARDIY, IR, , Vicg Prestion
RALPA‘{ LG-‘I’E ESNALA.-
oy By:
H. L. Landua James L. dMorris
By: By:
Caarles L. dMorgan, Jr. V. H. Van Hoiu, Ji.
By:

r*ma Lowe, Individually and
as Independent Executrix oi
the Estate of Ralph Lowe, Deceased

Attest: SINCIAIR OIL & GAS CCMPAXNY

Date: By:

AY
STATZ OF NEW MEXICO 7
) ss.

COUNTY OF CHAVES )

The foregoing instrument was acknowledsed before me this
day of , 1968, by S. L. Smith, Attorney-in-Fact for
ATLANTIC RICHFIELD COMPAXNY, a Pennsylvanla corporation, on behalf of
said corporation.

My Commission Expires: Notary Public .
July 14, 1971 ’

STATE OF XNEW MEXICO )
) ss.
COUNTY OF CHAVES )

The foregoing instrument was acknowledged before me this
gay o1 , 1968, by Stanley L. Smith, Vice President of
HONDO OIL & GAS COMPANY, a New Mexico corporation, on behalf of said
corporation.

My Commission Expires: Notary Public
July 14, 1871

STATZ OF N2V LMEXICO )
) ss.

COUNTY OF CHAVES )

The foregoing insirument was acknowledged before me this
cday of , 1968, by G. DEE WILLIANMSON and LANITA C. WILLIALSON
nis wife.

My Commission Expirco: Notary Public




bttt nagiinail Aok
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STATE OF OxLAEGCMA )

COUNTY OF OxLANCYA )

The foregoing instrument was acknowledged before me this L -

day of .. . - , 19688, by . . . 2 4L, i
of KERR-McGEZR CORPORATIOX, a - .. corporation, on
behalf of said corporation. h/ , )

Al - AT

My Commission Expires: Notary Pudiic

STATE OF TEXAS )
) ss.
COUNTY OF MIDLAND )

The foregoing instrument was acxnowledged belore me tiais
cday of __, 19868, by
of HUMBLE OIL & REFINING CQMPANY, a Delaware corporation, on benhalfl of
said corporation.

My Commission Expires: Notary Public
STATE OF TEXAS )
)} ss.

COUNTY OF MIDIAND )

The foregoing instrument was acknowledged beiore me this
day ox , 1968, by d. L. Landua, Cherles L. Morgan, Jr.,
games L. Morris and V. H. Van Zorn, Jr., a majority of the duly
appointed, qualified and acting Independent Executors of the Estate
of Ralpih Lowe, Deceased, and Zrma Lowe, Individually and as Independent
Executrix of the Estate of Ralpn Lowe, Deceased.

My Comnission Expires: Notary Public

COUNTY OF MIDIAXND

The iforegoing instrument was acknowledged before me this
day of , 1968, by
oi SINCIAIR OIL & GAS COMPANY, a Maine. corporation, on behali of said
corporation.

b

My Commission Expires: Notary Public
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Roswell, New icxico 0660 1
Telephone 505 622 4041

AtlanticRichtieldCompany  North American Producing Division
New Mexico-Arizona District
Post QOtftice Box 1978

Jack Biard
District Landman

[ﬂ/ﬁ L D7
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March 28, 1968

Cawley Unit F e 29 At i DU
T22S, ReoE M Han 29 ik
BEddy County, New Mexico

New Mexico 0il Conservation Commission
P. 0. Box 2088
Santa Fe, New Mexico 87501

Attention: Mr. Dan Nutter
Gentlemen:

Reference is made to my letter of March 27, 1968, wherein
I forwarded the agreements covering subject unit. I called
to your attention that we had not received a Ratification
from R, L. Bunnel. I now attach one Xerox copy of Ratifica-
tion and Joinder executed by Mr. Bunnel and his former wife.

This instrument represents 100% ot the interested parties
to sign the agreements.

Yours very truly,

ATLANTIC RICHFIELD COMPANY

z '_{97 :7)/ 2 i
T . ;)oé(/wf  NyA L
Fred No Millsap) JI‘. v v

Land Department

M/ A
Attachs.
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RATIFICATION AND JOINDER

CAWIEY UNIT AGREEMENT

e unde
¢ Cawley Unit Agrecrment embracing lands situated in Eddy County,
New Moxico, said Agreement dated March 1, 1968, and acknowledge that they
: ead the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of a royalty, record title, or other

terest in and to the lands or minerals embraced in the Unit Area, as in-
ted on the schedule attached to the Unit Agreement as Exhibit "B", do
0y expressly join said Unit and do hereby commit all of their sajd in- .
% 10 the Cavley Unit Agreement and do hereby consent thereto the same -, .-
the undersigned had executed the original of said Unit Agreemen‘b or . -
by whereos.

rsigned (Vhcther one Ox more) nerevy ackiwwiclgo receipt of & copy
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IV WITNESS WHEREOF this instrument is executed by the underai@ed a’%ﬂ"ﬂaﬁ“?g ilih' f;';‘:‘
date sev forin in theixr respective acknowledgments. P

- ) s ‘.'.' 7 /(,/tL <
o ' . ’ ) : l RN
//) A , //) 7 /7 .. . R .
E ,{,L_:j,; {2 2 Z; z; iﬁf AL d D S :
o R
. STATE OF NEW MEXICO ) '
L ) . 85, . \
~ COUNTY OF SANTA FE ). : - .
Tne foregoing instrument was acknowledged before me this 21st day of * :: ;%
March ,»-1968,- vy Vola V. Horst {formerly Vola V. Bunnel). R
x Vy Coxmission Ebcpires: ‘ ’...: \/\LLM/ W
June 1, 1969 o Nofaw Public .
- SR . 4 o
TATE OF _ COLORADO ) o -
- ) sse ; : : S
" COUNTY Cf  JEFFERSON ) : RN
x ‘-‘ . 26t~h 8o -.a".l-,.’:':f.:"-
The Toregoing instrument was acknow.l.edged beIore we tois day or 1.

Ma:rreh 1908 Robert L, Cenn&r——

-.: SN - . i
- . S N, —r L
¥y Commission Zxpires: : L .__{_A&M
Notary Pub v

fanuary Sta, 1972 - R 2 de . . . R
| ' '
STATE OF ) :
g 5Se
COUNTY O )
Tee Toreroing instrument was sclnowledged before me thic day of
’ :1'968) by — -t

N AL e e Ta i e
) UL DDA LRUATCE . .

Notary Fublic
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1120 SLAMS BLOG. ® P. O, BOX 1092 ¢ PHONE 243-6691 ¢ ALBUGUERQU'E, NEW MEXICO

BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Hobbs, New Mexico
April 17, 1968
REGULAR HEARING

j

IN THE MATTER OF:
Case 3746
Application of Atlantic Richfield
Company for a unit agreement,
Eddy County, New Mexico.

— Nttt Nt st gt O st gt

—

BEFORE

A.L. "Pete" Porter, Secretary-Director
Guyton B. Hayes, Land Commissioner
David ¥, Cargo, Governor

TRANSCRIPT OF HEARING
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MR. PORTER: We'll call next Case 3746,

MR, HATCH: Case 3746. Application of Atlantic
Richfield Company for a unit agreement, Eddy County, Newx
Mexico.

MR. HINKLE: Clarence Hinkle, Hinkle, Bondurant
& Christy, representing Atlantic Richfield., We have
two witnesses we would like to call and have sworn.

{(Witnesses sworn)

MR

.- -

{INKILE: Wa have several axhibits hare I
would like to have identified.

(Whereupon, Applicant's
Cxhibiis 1 through 3
marked for identification)

GLEN C. LUFF

called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR. HINKLE:

Q State your name, please,

A Glen ¢, Luff,

Q By whom are you employed?
A Atlantic Richfield Company,

Q Jn what capacity?

A Senior Cecloagist in the Reaowell cffice,
Q Have you ever testified before the Conservation
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Commission?
A No, sir,
Q Pleagse state briefly your educational background.
A I received a Bachelor of Science Degree from

the University of Ok}ahoma in 1951 and a Master of Science
Degree in 1957 from the University of Oklahoma.

Q what has been your geological experience and

employment since your graduation?
A I worked for Atlantic Richfield since 1956
with five years in Okiahoma and the last six and.a half

years in New Mexico.

Q Are you familiar with Atlantic Richfield's
operations in southeast New Mexico?

A Yes, sir.

Q Are you familiar with the application of
Atlantic Richfield in this case?

a Yes,
Q what are they seeking to do?

A We are proposing to drill to a 7,500 foot upper
Pennsylvanian or upper Cisco Canyon test at the location

that we have indicated.

Q And to unitize the Cawley area for that purpose?

A Yes.




en g e prrepes PR L

yra——

Q Now refer to Exhibit 1 and explain what this
is and what it shows,

A Exhibit 1 is a general locator map indicating
the southeast New Mexico area with production, the towns
and the proposed[Cawley unit which we have outlined here
in red. It is some twenty-five miles west of the town
of Carlsbad and approximately four miles west of the
indian Basin Gas Field.

Q Now refer to Exhibit 2 and explain what this
shows,

A Exhibit 2 is a structural map on the top of
the Pennsylvanian indicating general structural conditions
and stratographic conditions extending west from the
Indian Basin gas field to the Wapachee Fletcher, the
structural uplift in the scuthwest portion of the map.

The pioposed Cawley unit is outlined and our proposed
location is indicated.

Q What is the blue line, what does it indicate?

A The blue line indicates our geological interpretation

of the continuation of the producing horizon of the Cisco
Canyon dolomite section in the Indian Basin gas field,
Q Which lies toward the northeast?

A To the west, yes, sir, I mean, to the sast,




Q Upon what information was this structural map

based?

A The map is based on data derived in the
surrounding wells in the township of 22 South, 22 East;
all of the wells indicated within this blue band of tested
zones dolomite zones or the producing interval that
produces at Indian Basin and the wells had indication
of this dolomite band being present,

Q Does the proposed urit area cover all or

substantially all of the geological feature or nomaly

involved?
A Yes, sir, I believe it does.
Q In the event cf prcduction it would give you

effective control of the pool or field?

Q Now, refer to Exhibit 3 and explain what this
shows,

A Exhibit 3 is a diagrammatic cross section, the
line of the cross section is indicated as the green line
and marked A, A prime con Exhibit 2, it is a diagrammatic
cross section running frcem southwest to northeast through
the proposed unit. It has the datum from the Pan American

CU Well in Section 22 South, 22 East and the Inman Cawley




braw welli in Section 3, 22 South, 22 East. Both wells

indicated the presence of the Indian Basin reservoir rock

which I have marked on the cross section and extends

across our proposed location for the Cawley unit,

Q Does this cross section tend to corrcborate

the structural map?

A Yes, sir.
Q What information was it based upon?
A The cross section shows ~- starts to the southwast

with the Wapachee Fletcher, the large upnl

ift croesing,

which we believe here to be a structural nose cet up by

two faults to the west and to the east and going across

the carbonate reservoir band. Evidence for faulting

is found in the two wells to the west in Sections 1 and
12 of 22 South, 21 EBast due to the difference in upper
section that was present in these two wells,
I don't have those shown on the cross section but

Oes indicate the presence of faulting as we have shown

here,

Q I believe you testified that Exhibit 2 shows

the proposed location of the initial test wells..  To what

depth do you proposc to drill the well?

A We are proposing to drill to 7,500 feet which




will be into the Cisco canyon formation.

Q what probable producing formations will be

tested?

A The Wolfcamp and the Cisgco canyon, however,

the Wnlfcamp has not proved to be commercial in this

area.’
MR. HINKLE: 1 would like to offer in evidence

gxhibits /1 and 2 and 3.

MR. PORTER: 1f there are uo shijections Exhibit

1,2, and 3 will be admitted to the record.

(Whereupon, Applicant's
Exhibits 1 through 3 were
offered and admitted in

evidence.)

MR, PORTER: Does anyone have & question of

this witness? HMr. Nutter.

CROSS EXAMINATION

BY MR. NUTTER:

Q Is this Inman well a producing well?

A No, sir, it was abandaoned, it was plugged on

August 11, 1965,

1+ test the MOXrrow with this well?

Q And you won

A No, sir.

MR, WUTTER: 1 believe that's all.




MR, UTZ: HOW juch acreage ijs in this unit?

1t's 3480.
MR. PORTER: Any further questions? Witness

may be excinssi.
(Witness excused)

MR. BINKLE: 1 would 1ike to call the next

witness, Fred Millsap.
The record will show that the

MR, PORTER-

n sworn.

has previously bea

FRED MILLSAP

having been fi

witness

called as @ witness, rst duly sworn was

examined and testified as follows:

IRECT EXAMINATIOE

DIRECT EBRDZ--C ==

BY MR HINKLE:
Q State your name, bY whom you are employed and

where you reside.
I am & Senior Land

uillsap,

A My name js Fred
Man with the Atlantic Richfield company s noswell, New

Mexico.
ployed by Atlantic?

Q flow iong have ;04 peen em

A Approximately 17 years.
t of your time in New Mexico?

you have spent WoOS

The last 13 years.
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Q You are familiar with Atlantic Richfield's

operations in southeast New Mexico?

A Yes, sir.

Q You are familiar with their activity in the
proposed Cawley area?

A Yes, sir.

o) You are familiar with the application of Atlantic
Richfield in this case?

A I am,

Q Have you handled the matter of getting up the
unitization agreement?

A Yes, sir.

Q Are you familiar with the form of unit agreement
copies of which have been filed with the application?

A I am,

Q Has the form been approved by the U.S$.G.S. and
by the Commissioner of Public Lands?

A v
P4

et
ax - o

cs,
Q What are the character of the lands involved in
the unit area?
A 85.7 per cent are Federal lands, and 14.3 percent

being State land, there are no fee lands,

Q I believe you stated that this form has been
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approved by Lliie Ccmmigsioner of Public Lands?

h Yes, sir.

Q wWhat is the status of the ccrmitment of the
working interest owners at this time?

A We presently have one hundred per cent signed
up.

Q Is all of the working interest owner --

A Every bit of the working interest, yes, sir,

Q Who is designated as the operator - in the unit?

A Atlantic Richfield Company.

Q Does the unit provide for the drilling of

initial test well?
A Yes, sir,

Q To the same depth and the same well that was
testified tco by the previous witness?

A Yes, sir,

Q Do you propose to unitize all formations
by this agreement or to limit it to certain formations?

A The Section 3 of the Unit Agreement provides

£
the

that the unitization will be limited to the base of th

Cisco Canyon formation as approximately 7,500 feet.
. . ) O YOu propose to
Q How ig that identified? How d

identify this particular formation?




e T T —ry—

e T

——

11

A It is based on another well which was drilled

and logged in the immediate vicinity, I would have to

refer to what well it is.

Q Curtis R. Inman Cawley Unit Well No. 1?

A Yes, Curtis R. Inman Cawley Draw Unit No.

1, Township 22 South, 22 East.

Q Why was that well used to identify this
particular formation?

A We were able to identify the objective on the
log, electrical log.
And the U.S.G,S. suggested that that be used for

Q
identification?

A Yes, sir.

Q In the event of discovery of unitized substances

in paying quantities in the initial test well, in your

opinion would the unit agreement be in the interest of
conservation and the prevention of waste?

A Yes, sir.

Q Would it tend to promote the greatest ultimate

recovery of unitized substances?

A Yes, sir.
MR, UWINKLE: That's all we have.

CROSS EXAMINATION
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BY MR. PORTER

Q I believe you gave the land status as being
about 85 per cent Federal and 14 and a fraction State?
A Yes, sir.
Q Does the Commissioner of Public Lands want
to know if you can reverse that land status?
A If he will tell me how, I will be glad to try
MR. PORTER: Does anyone else have a guestion
of this withess? Witness may be excused.
{Witness excused)
MR, HINKLE: We did have, I believe, the letter
of the U.S.G.S. identified as Exhibit 4. Would you
refer to that and explain what it is?
A This is the designation of the unit area as
an area suitable and proper for unitization bv the acting
director of the U.S.G.S. This letter is dated February
14

10€£0
dy o N N

r .

MR, HINKLE: I wculd like to offer that exhibit
in evidence.

MR, PORTLER: ‘e letter will bc made part of
the record.

(Whercupon, Applicant's
Exhibit 4 was offered
and admitted in evidence)
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Russell stipp, standard Oil Company

MR. STIPP:

of Texas. what is the 1ocation of the test well?
MR. PORTER: Would you give the location of

11, please, sir?

the test we
It will be 1,980 from th

MR. MILLSAP:

e west

line, 1,800 feet from the north 1ine of section 16,

Township 22 gouth, Range 22 East.
4R . PORTER: Doe® anyone else have anything?

The commission will take the case under advisement.
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STATE Of NEW MEXICO )
) ss
COUNTY OF BERNALILIO )
I, KAY EMBREE, Notary Public in and for the County
of Bernalillo, State of New Mexico, do hereby certify
that the foregoing and attached Transcript of Hearing

i before the New Mexico 0il Conservation Commission was

reported by me; and that the same is a true and correct

record of the said proceedings, to the best of my knowledge
skill and ability.

Witness My Hand and Seal this 29th day of April, 1968,

/
Y,
TZQ’;«J /L{m/«fl n

/NCTARY PUBLIC
My Commission Expires:

Novenber 19, 1971
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MR, PORTER: We'll call next Case 3746,

MR, HATCH: Case 3746. Application of Atlantic
Richfield Company for a unit agreement, Eddy County, New
Mexico.

MR, HINKLE: Clarence Hinkle, Hinkle, Bondurant
& Christy, representing Atlantic Richfield, We have
two witnesses we would like to call and have sworn,

MR, HINKLE: We have several exhibits here I

would like to have identified,

(Whereupon, Applicant's
Exhibits 1 through 3
marked for identification)

GLEN C. LUFF

called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR, HINKLE:

Q State your name, please,
A Glen C, Luff.
Q By whom are you cmplcycd?

A Atlantic Richfield Company.

0 In what caracitv?
A Senior Geologist in the Roswell office,
Q Have you ever testified before the Conservation
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Commission?

A . No, sir,
Q Please state briefly your educational background,
A I received a Bachelor of Science Degree from

the University of Oklahoma in 1951 and a Master of Science
Degree in 1957 from the University of Oklahoma,

Q What has been your geological experience and
employment since your graduation?

A I worked for Atlantic Richfield since 1956
with five years in Oklahoma and the last six and-a half
years in New Mexico,

Q Are you familiar with Atlantic Richfield's
operations in southeast New Mexico?

A Yes, sir,

Q Are you familiar with the application of
Atlantic Richfield in this case?

A Yes,

Q What are they seeking to do?

A We are proposing to drill to a 7,500 foot upper
Penngvlyvanian or upper (Cisco Canyon test at the location

that we have indicated.

Q And to unitize the Cawley area for that purpose?

A Yes,
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Q Now refer to Exhibit 1 and explain what.this
is and what it shows,
A Exhibit 1 is a general locator map indicating

the southeast New Mexico area with production, the towns
and the proposed Cawley unit which we have outlined here
in red, It is some twenty-five miles west of the town
of Carlsbad and approximately four miles west of the
Indian Basin Gas Field.

Q Now refer to Exhibit 2 and explain what this
shows,

A Exhibit 2 is a structural map on the top of
the Pennsylvanian indicating general structural conditions
and stratographic conditions extending west from the
Indian Basin gas field to the Wapachee Fletcher, the
structural uplift in the southwest portion of the map,

The proposed Cawley unit is outlined and our proposed
location is indicated,

Q what is the blue line, what does it indicate?

A The blue line indicates our geclogical interpretation
of the continuation of the producing horizon of the Cisco
Canyon dolomite section in the Indian Basin gas field,

Q Which lies toward the northeast?

A To the west, yes, sir, I mean, tc the east,




Q Upon what information was this structural map
based?
A The map is based on data derived in the

surrounding wells in the township of 22 South, 22 East;
all of the wells indicated within this blue band of tested
zones dolomite zones or the producing interval that
produces at Indian Basin and the wells had indication
of this dolomite band being present,

Q Does the proposed unit area cover all or

substantially all of the geological feature or nomaly

involved?
A Yes, sir, I believe it does,
Q In the event of production it would give you

effective contrcl of the pool or field?

A Yes,

Q Now, refer to Exhibit 3 and explain what this

shows,
A Exhibit 3 is a diagrammatic cross section, the
line of the cross scction is indicated as the green line

and marked A, A prime on Exhibit 2, it is a diagrammatic
cross section running from southwest to northeast through

the proposed unit, It has the datum from the Pan American

CU Well in Section 22 South, 22 East and the Inman Cawley
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Draw well in 3ection 3, 22 South, 22 East,

Both wells

indicated the presence of the Indian Basin reservoir rock

which I have marked on the cross section and extends

across our proposed location for the Cawley unit,

Q

Does this cross section tend to corroborate

the structural map?

A

Q

A
with the

which we

Yes, sir,
What information was it based upon?

The cross section shows -- starts to the southwest
Wapachee Fletcher, the large uplift crossing,

believe here to be a structural nose set up by

two faults to the west and to the east and gcing across

the carbonate reservoir band,

Evidence for faulting

is found in the two wells to the west in Sections 1 and

12 of 22 South, 21 East due to the difference in upper

Pennsylvanian section that was present in these two wells,

I don't have those shown on the cross section but

it does
here.,

Q

indicate the presence of faulting as we have chown

I believe you testified’ that Exhibit 2 shows

the proposed location of the initial test wells,..To what

depth do you propose to drill the well?

A

We are proposing to drill to 7,500 feet which



will be into the Cisco Canyon formation,

Q What probable producing formations will be
tested?
A ‘The Wolfcamp and the Cisco Canyon, however,

the Wolfcamp has not proved to be commercial in this
area.
Mh, HINKLE: I would like to offer in evidence
Exhibits 1 and 2 and 3.
MR, PORTER: If there are no objections Exhibit
1,2, and 3 will be admitted to the record.
(Whereupon, Applicant's
Exhibits 1 through 3 were
offered and admitted in
evidence.)
MR, PORTER: Does anyone have a guestion of
this witness? Mr. Nutter.

CROSS EXAMINATION

BY MR, NUTTER:

Q I this Inman well a producing well?
A No, sir, it was abandoned, it was plugged on
August 11, 1965,
Q And you won't test the Morrow with this well?
A No, sir,

MR, MUTTER: I believe that's all,




MR, UT2: How much acreage is in this unit?

A It's 3480,

MR, PORTER: Any further guestions? Witness

may be excused,

(Witness excused)
MR, HINKLE: I would like to call the next

witness, Fred Millsap,
MR, PORTER: The record will show that the
witness has previously been sworn,

FRED MILLSAP

called as a witness, having been first duly sworn was

examined and testified as follows:\

DIRECT EXAMINATION

'RY MR _HINKLE.

Q State your name, by whom ycu are employed and

where you reside,

A My neme is Fred Millsap, I am a Senior Land

Man with the Atlantic Richfield Company, Roswell, New

Mexico,

Q How long have you been employed by Atlantic?

A Approximately 17 years,

Q You have spent most of your time in New Mexico?

A The last 13 years.




Q You are familiar with Atlantic Richfield's

operations in southeast New Mexico?

A Yes, sir,

Q You are familiar with their activity in the

proposed Cawley area?

A Yes, sir,

Q You are familiar with the application of Atlantic

Richfield in this case?

A I am,

Q Have you handled the matter of getting up the

unitization agreement?

A Yes, sir.

Q Are you familiar with the form of unit agreement

copies of which have been filed with the application?

A I am,

Q Has the form been approved by the U,.,S5.G.S5. and

by the Commissioner of Public Lands?

A Yes, sir,

Q What are the character of the lands invoived in

the unit area?

A 85,7 per cent are Federal lands, and 14,3 percent

being State land, there are no fee lands,

Q I believe you stated that this form has been
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approved by the Commissioner of Public Lands?
A Yes, sir,
Q What is the status of the commitment of the

working interest owners at this time?

A We presently have one hundred per cent sighed..
up.

Q Is all of the working interest owner --

A Every bit of the working interest, yes, sii,

Q Who is designated as the operator.in the unit?

A Atlantic Richfield Company,

Q Does the unit provide for the drilling of
initial test well?

A Yes, sir,

Q To the same depth and the same well that was

testified to by the previous witness?

A Yes, sir,
0 Do you propose to unitize all formations

by this agreement or to limit it to certain formations?
A The Section 3 of the Unit Agreement provides

that the unitization will be limited to the base of the
Cisco Canyon formation as approximately 7,500 feet,

Q How is that identified? How d® YU propose to

identify this particular formation?
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A It is based on another well which was drilled
and loggaed in the immediate vicinity, I would have to
refer to what well it is,

Q Curtis R, Inman Cawley Unit Well No, 1?

A Yes, Curtis R, Inman Cawley Draw Unit No,

1, Township 22 South, 22 East.

6] Why was that well used to identify this

particular formation?

A We were able to identify the objective on the

log, electrical log,

Q And the U,S8,G,S, suggested that that be used for

identification?
A Yes, sir,
Q In the event of discovery of unitized substances

in paying quantities in the initial test well, in your
opinion would the unit agreement be in the interest of
conservation and the prevention of waste?

A Yes, sir,

Q Would it tend to promote the greatest ultimate
recovery of unitized substances?

A Yes, sir,

MD, HINKLE: That's all we have,

CROSS EXAMINATION
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BY MR, PORTER

Q . I believe you gave the land status as being

about 85 per cent Federal and 14 and a fraction State?

A Yes, sir,

Q Does the Commissioner of Public Lands want

to know if you can reverse that land status?

A If he will tell me how, I wiil be glad to try,

MR, PORTER: Does anyone else have a guestion

of this witness? Witness may be excused,

{Witness excused)

MR, HINKLE: We did have, I believe, the letter

of the U.S,G,S. identified as Exhibit 4. Would you

refer to that and explain what it is?

A This is the designation of the unit area as

an area suitable and proper for unitization by the acting

director of the U.S,G,S, This letter is dated February
14, 1968,

MR, HINKLE: I would like to offer that exhibit
in evidence,

MR, PORTER: The letter will be made part of

the record,

{Whereuponr, Applicant's
Exhibit 4 was offered
and admitted in evidence)
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MR, STIPP: Russell Stipp, Standard 0il Company
of Texas. What is the location of the'test well?

MR, PORTER: Would you give the location of
the test well, please, s8ir?

MR, MILLSAP: It will be 1,980 from the west
line, 1,800 feet from the north line of Section 16,
Township 22 South, Range 22 East,

MR, PORTER: Does anyone else have anything?

The Commission will take the case under advisement,
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STATR OF NEW MEXICO )
} ss

COUNTY OF BERNALILLO )

I, KAY EMBREE, Notary Public in and for the County
of Bernalillo, State of New Mexico, do hereby certify
that the foregoing and attached Transcript of Hearing
before the New Mexico 0Oil Conservation Commission was
reported by me; and that the same is a true and correct
record of the said proceedings, to the best of my knowledge

skill and ability.
Witness My Hand and Seal this 29th day of April, 1968,

My Commission Expires:

November 19, 1971




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEYTCO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

COMMISSION OF NEW MEXICO FOR

TEE PURPOSE OF CONSIDERING:
CASE NO. 3746
Order No. R-3404

APPLICATION OF ATLANTIC RICHFIELD
COMPANY FOR APPROVAL OF THE CAWLEY
UNIT AGREEMENT, EDDY COUNTY, NEW
MEXICO.

ORDER OF THE COMMISSION

=

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on April 17, 1968,
at Hobbs, New Mexico, before the 0il Conservation Commission of
New Mexico, hereinafter referred to as the "Commission,”

NOW, on this 22nd  day of April, 1968, the Commissicn, &
quorux being present, having considered the testimony presented
and the exhibits received at said hearing, and being fully advised
in the premises,

FINDS:

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

{2) That the applicant, Atlantic Richfield Company, seeks
approval of the Cawley Unit Agreement ccvocring 4430 acres, more

- -

or less, of PFederai and State Lands descrived as follows:

EDDY COUNTY, NE{l MEXICO
TOWNSHIP 22 SOUTH, RANGE 22 EAST, NMPM
Sections 8 and 9: All

Section 10: w/2
Secticon 15: W/ 2
Sections 16 and 17: all
Section 20: N/2
Section 21: All
Smction 22; W/ 2

{3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of c¢oirveiative
rights within the unit area.
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IT IS THEREFORE ORDERED:
(1) That the Cawley Unit Agreement is hereby approved.

(2) That the plan contained in said unit agreement for
the development and operation of the unit area is hereby ap-
proved in principle as a proper conservation measure; provided,
however, that notwithstanding any of the provisions contained
in said unit agreement, this approval shall not be considered
as waiving or relinquishing, in any manner, any right, duty, or
obligation which is now, or may hereafter be, vested in the Com-
mission to supervise and control operations for the axploration
and development of any iands committed to the unit and production
of 0il or gas therefrom.

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

reflecting the subscription of those interests having joined or
ratified.

{4} That this order shall become effective upon the
approval of said unit agreement by the Commissioner of Public
Lams for the State of New Mexico and the Director of the United
States Geological Survey; that this order shall terminate ipso

facto upon the texmination of said unit agreement; and that the

last unit operator shall notify the Commission immediately in
writing of such termination.
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15) TX 115 Cause is retained for the
entry of such further orders as the Commission may deem neces-
sary.
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DONE at Santa Fe, New Mexico, on the day and year herein-

above designated.
NMEXICO
RYATION COMMISSION

wf it

A. L, PORTER, JY., Member & Sacretary
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CHAIRMAN
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A. L. PORTER, JA.
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SANTA FE

April 22, 1963

Mr. Clarence Hinkle

3746
Hinkle, Bondurant & chrlstv Re: g::::?:;
Attorneys at Law *  R-3404
Post Office Box 10 Applicant:

Roswell, New Mexico 83201

ALP/ir

Atlantic Richfield

Very truly yours,

4 e,

A, L. PORTER, Jr.
Secretary-Director
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
CAWLEY UNIT AREA
EDDY COUNTY, NEW MEXICO

NO.

THIS AGREEMENT made and entered into as of the lst day ‘of
March, 1968, by and between the parties subscribing, ratifying
or consenting hereto, and herein referred to as the "parties hereto"

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty,
or other o0il and gas interests in the unit area subject to this agree-
ment; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat.
437, as amended, 30 U.S.C. Sec. 18l et seq., authorizes Federal lessees
and their representatives to unite with each other, or jointly or
separately with others, in collectively adopting and operating a
céoperatiVe or unit plan of development or operation of any oil or gas
pool, field, or like area, or any part thereof for the purpose of |
more properly conserving the natural resourceé thereof whenever deter-
mined and certified by the Secretary of the Interidr to be necessary
or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Sec. 7-11-39 N.M.
Statutes 1953 Annotated) to consent to or approve this agreement on
behalf of the State of New Mexico, insofar as it covers and includes
lands and mineral interests of the State of New Mexico; and

WHEREAS, the 0il Conservation Commission of the State of New
Mexico is authorized by an Act of Legislature (Article 3, Chapter
65, Vol. 9, Page 2, 1953 Statutes), to approve this agreement and
the conservation pfovisions hereof: and |

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

reasonably effective control of onerations therein; and




WHEREAS, it is the purpose of the parties hereto to conserve
natural resourcas, prevent ﬁaste, and secure other benefits obtainable
through development and operation of the area subject to this agree-
ment under the terms, conditions and limitations herein set forth;

NOW, THEREFORE; in consideration of the premises and the pro-
mises herein contained, the parties hereto commit to this agréement
their respective interests in the belowedefined unit area, and agree
severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act
of February 25, 1920, as amended, supra, and all valid pertinent
regulations, including operating and unit plan regulations, hereto-
fore issued thereunder or valid, pertinent, and reasonable regulations
hereafter issued thereunder are accepted and made a part of this
agreement as to Federal lands, provided such regulations are not

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

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

lations 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 of this agreement.

2. UNIT AREA. The following described land is hereby desig-
nated and recognized as constituting the unit area: |

Township 22 South, Range 22 bast, N.M.P.M.
Section 8: All

Section 9: All

Section 10: w%

Section 15: W3

Section 16: All

Section 17: All

Section 20: N3}

Section 21: All

Section 22: W3

containing 4,480 acres, more or less
Exhibit "A" attached hereto is a map showing the unit area
and the boundaries and identity of tracts and leases in said area to
the extent known to the Unit Operator. Exhibit "B" attached hereto

is a schedule showing to the extent known to the Unit Operator the




acreage, percentage and kind of ownership of o0il and gas interests in
all land in the unit area. However, nothing herein or in said schedule
or map shall be consirued as a representation by any party hereto as
to the ownership of any interest other than such interest or interests
as are shown in said map or schedule as owned by such party.. Exhibits
"A" and "B" shall be revised by the Unit Operator whenever changes
in the unit area render such revision necessary, or when requested by
the 0il and Gas Supervisor, hereinafter referred to as "Supervisor",
or when requested by the Commissioner of Public Lands of the State of
New Mexico, hereinafter referred to as "Commissioner", and not less
than seven copies of the revised exhibits shall be filed with the
Supervisor, and two copies thereof éhall be filed with the Commissioner
and one copy with the New Mexico Oil Conservation Commission, herein-
after referred to as "Commission".

The above described unit area shall, when practicable, be
expanded to include therein any additional tract or tracts regarded
as reasonably necessary or advisable for the purposes of this égree-
ment, or shall be contracted to exclude lands not within any participating
area whenever such expansion or contraction is necessary or advisable
to conform with the purposes of this agreement. Such expansion or
contraction shall be effected in the following manner:

{a) Unit Operator, on its own motion or on demand of ihie
Director of the Geological Survey, hereinafter referred to as
"Director”, or on demand of the Commissioner, bu%t only after prelimi-
nary concurrence by the Director and the Commissioner, shall prepare
a notice of proposed expansion or contraction describing the contem-
plated changes in the boundaries of the unit area, the reasons therefor,
and the provosed 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
Commissioner and the Commission and copies thereof mailed to the
last known address of each working interest owner, lessee and lessor
whose interests are affected, advising that 30 days will be allowed

for submission to the Unit Operator of any objections.




(c) Upon expiration of the 30-day period provided in the
preceding item {b) hereof, Unit Operator shall file with the Super-
visor, the Commissioner and the Commission evidence of mailing of
the notice of expansion or cortraction and a copy of any objections
thereto which have been filed with the Unit Operator, together with
an application in sufficient number, for approval of such expansion
or contraction and with appropriate joinders.

(d) After due consideration of all pertinent information,
the expansion or contraction shall, upon approval by the Director,
the Commissioner and the Commission, become effective as of the
date prescribed in the notice thereof.

{e)} All legal subdivisions of unitized lands (i.e., 40 acres
by Government survey or its nearest lot or tract equivalent in in-
stances of irregular surveys; however, unusually large lots or tracts
shall be considered in multiples of 40 acres, or the nearest aliquot

equivalent thereof, for the purpose of elimination under this sub-

section) no parts of which are entitled to be in a participatiﬁg I
area within five years commencing the first day of the month following the
effective date of the first initial participating area established

under this unit agreement, shall be eliminated automatically from

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

lands shall no longer be a part of the unit area and shall no longer

be subject to this agreement, unless at the expiration of said five-

vear period diligent drilling operations are in progress on unitized

lands not entitled to participation, in which event all such lands

shall remain subject hereto for so long as such drilling operations

are continued diligently, with not more than 90 days' time elapsing
between the completion of one such well and the commencement of the

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

not expire earlier than 30 days after the expiration of any period of
time during which drilling operations are prevented by a matter beyond

the reasonable control of Unit Operator as set forth in the section

hereof entitled "Unavoidable Delay"; provided that all legal sub-

divisions of lands not in a participating area and noi enbitied Lo




become participating under the applicable provisions of this agree-

ment within 1U years alter saic rirst day of the month following the

effective date of said first initial participating area shall be eli-

minated as above specified. Determination of creditable "Unavoidable

Delay" time shall be made by Unit Operator and subject to approval of
the Director and the-Commissioner. Elimination taking place after the
-ompletion of a well that has deferred elimination shall be effective
| bn the first day after the time allowed to commence the next well.
i The Unit Operator shall, within 90 days after the effective date of
i any elimination hereunder, describe the area so eliminated 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 specified
in this subsection 2(e), a single extension of not to exceed 2 years
may be acéomplished by consent of the owners of 90 percent of the
current unitized working interests and 60 percent of the current unitized
basic royalty interests (exclusive of the basic royalty interest of
the United States) on a total non-participating acreage basis, respec-
tively, with approval of the Director and Commissioner, provided
such extension application is submitted to the Director and Commissioner
not later than 60 days prior to the expiration of said 10~year period.

Any expansion of the unit area pursuant to this section which

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

shall not be considered automatic commitment or recommitment of such

t lands.

z 3. UNITIZED LANDS AND UNITIZED SUBSTANCES. All land committed
‘ to this agreement, as to all formations above the base of the Cisco-
Canyon formation occuring at a depth of 8,160 on the Welex acoustic
veioclity iog of the Curtis R. Inman Cawley Draw unit well No. 1 in tThe
NWiSEL Section 3, T, 22 &,, R. 22 E., N.M.F.M., shall constitute land |
referred to herein as "unitized land" or "land subject to this agreement."
£11 o0il and gas in any and all formations lying above the base of the

Cisco-Canyon as identified above, are unitized under the terms of this




agreement and herein are called "unitized substances."

4. UNLT UPERATOR. Avlaniic Richifleld Company,
at Roswell, New Mexico, is hereby designated as Unit Operator and by
signature hereto as Unit Operator commits to this agreement all interests
in unitized substances vested in it and agrees and consents to accept
the duties and obligations of Unit Operator for the discovery, develop-
ment and production of unitized substances as herein provided. Whenever
reference is made herein to the Unit Operator, such reference means
the Unit Operator acting in that capacity and not as owner of an interest
in unitized substances, and the term "working interest owner" when used
herein shall include or refer to Unit Operator as the owner of a working
interest when such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
shall have the right to resign at any time prior to the establishment
of a participating area or areas hereunder, but such resignation shall
not become effective so as to release Unit Operator from the duties
and obligations of Unit Operator and terminate Unit Operator's.rights
as such for a period of six months after notice of intention to resign
has been served by Unit Operator on all working interest owners and
the Director, the Commissioner and Commission and until all wells then
drilled hereunder are placed in a satisfactory condition fof suspension
or abandonment whichever is required by the Supervisor as to Federal
lands and by the Commission as to State and privately owned lands
unless a new unit operator shall have been selected and apprdved and
shall have taken over and assumed the duties and obligations of Unit
Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner

ana subject to like limitations, as above provided, at any time a
participating area established hereunder is in existence, out in all
instances of resignation or removal, until a successor unit operator
is selected and approved as hereinafter provided, the working interest
owners shall be jointly responsible for performance of the duties of

tne unit operator, and shall, not later than 30 days before such

-6~
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resignation or removal becomes effective, appoint a common agent to

oresent. them in any action to be taken hereunder.

o~
d Ve D0

The resignation of Unit Operator shall not release Unit OUperator
from any liability for any default by it hereunder occurring prior to

the effective date of its resignation.

The Unit Cperator may, upon default or failure in the performance
of its duties or obligations hercunder; be subject to removal by the
same percentage vote of the owners of working interests detefmined in
like manner as herein provided for the selection of a new Unit Operator.
Such removal shall be effective upon notice thereof to the Director
and the Commissioner.

The resignation or removal of Unit 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 the purpose of conducting unit operations
hereunder. Nothing herein shall be construed as authorizing removal
of any material, equipment and appurtenances needed for the preser-
vation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall

tender his or 1ts resignation as Unit Operator or shall be removed

as hereinabove provided, or a change of Unit Operator is negotiated
by working interest owners, the owners of the working interests in
the participating area or areas according to their respective acreage
interests in such participating area or areas, cr, until a participating
area shall have been established, the owners of the working interests
according to their respective acreage interests in all unitized land,
shall by majority vote select a successor Unit Operator. Provided,

that, if a majority but less than 75 percent of the working interests



qualified to vote are owned by one party to this agreement, a concurring
vote of one or morc iticiial Wworking interest owner shall be required
to select a new operator. Such selection shall not become éffective
until:

(a) the 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 Super-

visor and approved by the Commissioner. If no successor Unit Operator

is qualified as herein provided, the Director and Commissioner at their
election may declare this unit agreement terminated.
7. ACCOUNTING PROVISICNS AND UNIT OPERATING AGREEMENT. If

the Unit Operator is not the sole owner of working interests, costs

and expenses incurred by Unit Operator in conducting unit operations
hereunder shall be paid and apportioned among and borne by the owners
of working interests, all in accordance with the agreement or agree-
ments entered into by and between the Unit Operator and the owners of
working interests, whether one or more, separately or collectively.

Any agreement or agreements entered into between the working interest
owners and the Unit Operator as provided in this section, whether one
or more, are herein referred to as the "unit operating agreement".
Such unit operating agreement shall also provide

the manner in which
the working interest owners shall bhe

entitled to receive thelr respective
proportiocnate and allocated share of the benefits accruing hereto in
conformity with their underlying operating agreements, leases or other
independent contracts, and such other rights and obligations as between
Unit Operator and the working interest owners as may be agreed upon by
Unit Operator and the working interest owners; however, no such unit
operating agreement shall be deemed either to modify any of the terms
and conditions of this unit agreement or to relieve the Unit Operator
of any right or obligation established under this unit agreement, and
in case of any inconsistency or conflict between the unit agreement

and the unit operating agreement, this unit agreement shall prevail.

Three (3) true copies of any unit operating agreement executed pursuant




to this section should be filed with the Supervisor and one (1) true

cepy with the Commissioner, prior to approval of this unit agreement

by the Director.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as other-
wise specifically provided herein, the exclusive right, privilege and
-duty of exercising any and all rights of the parties hereto. which are
i necessary or convenient for prospecting for, producing, storing, allocating,
: and distributing the unitized substances are hereby delegated to and
| shall be exercised by the Unit Operator as herein provided. Acceptable
evidence of title to said rights shall be deposited with said Unit
Operator and, together with this agreement, shall constitute and define
; the rights, privileges and obligations of Unit Operator. Nothing
herein, however, shall be construed to transfer title to any land or
to any lease or operating agreement, it being understood that under
this agreement the Unit Operator, in its capacity as Unit Operator,
! shall exercise the rights of possession and use vested in the parties

hereto only for the purposes herein specified.

9. DRILLING TC DISCOVERY. Within six months after the
effective date hereof, the Unit Opnerator shall begin to drill an
adequate test well at a location approved by the Supervisor, if on
i Federal land, or by the Commissioner if on State land, unless on such
effective date a well is being drilled conf'ormably with the terms

hereof, and thereafter continue such drilling diligently until the

Cisco Canyon formation of Pennsylvanian age has been tested or until at a
lesser depth unitized substances shall be discovered which can be
produced in paying quantities (to-wit: Qquantities sufficient to repay

the costs of drilling and producing operations, with a reasonable

profit) or the Unit Operator shall at any time establish, to the
satisfaction of the Supervisor if located on Federal lands, or the
Commissioner if located on State lands, that further drilling of said
well would be unwarranted or impracticable, provided, however, that
Unit Operator shali not in any event be required to drill said well
to a depth in excess of 7,500 feet. Until the discovery of a deposit

of unitized substances capable of being produced in paying quantities,




the Unit Operator shall continue drilling diligently, one well at a

time, allowing not more than six months between the completion of one
well and the beginning of the next well, until a well capable of pro-
ducing unitized substances in paying quantities is completed to the
satisfaction of the Supervisor, if on Federal lands, or the Commissioner,
if on State lands, 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

bl ol o

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 to comply with the requirements of this

section. The Director and Commissioner may modify the drilling re-
quirements of this section by granting reasonable extensions of time

when, in their opinion, such action is warranted.

Upon failure to comply with the drilling provisions of this i
section, the Director and Commissioner may, after reasonable notice
to the Unit Operator and each working interest owner, lessee, and

lessor at their last known addresses, declare this unit agreement

| i

terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six
months after completion of a well capable of producing unitized sub-
stances in paying quantities, the Unit Operator shall submit for the
approval of the Supervisor and the Commissioner an acceptable plan
of development and operation for the unitized land which, when
approved by the Supervisor and the Commissioner, shall constitute
the further drilling and operating obligations of the Unit Operator
under this agreement for the period specified therein. Thereafter,
from time to time before the expiration of any existing plan, the
Unit Operator shall submit for the approval of the Supervisbr and
the Comnissioner a plan for an additional specified period for the
develovnent and operation of the unitized land.

Any plan submitted pursuant to this gection shall provide for

10~




the exploration of the unitized area and for the diligent drilling
necessary for determination of the area or areas thereof capable of
producing unitized substances in paying quantities in each and every
productive formation and shall be as 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) specify the number and location of wells to be drilled
énd the proposed order and time for such drilling; and

(b) to the extent practicable, specify the operating practices
regarded as necessary and advisable for proper conservation of natural
resources.
Separate plans may be submitted for separate productive zones, subject
to the approval of the Supervisor and the Commissioner.

Plans shall be modified or supplemented when necessary to meet
changed conditions or to protect the interests of all parties to this
agreement. Reasonable diligence shall be exercised in cemplying with
the obligations of the approved plan of development. The Supervisor

and Commissioner are authorized to grant a reasonable extension of

‘the six month period herein prescribed for submission of an initial

plan of development where such action is Jjustified because of unusual

conditions or circumstances. After completion hereunder of a well

capable of producing unitized substances in paying-quantities, no

further wells, except such as may be necessary to afford prctection

azainst operations not under this agreement or such as may be speci-

fically approved by the Supervisor and the Commissioner shall be drilled

except in accordance with a plan of development approved as herein provided.
11, PARTICIPATION AFTER DISCOVERY. Upon completion of a

well capable of producing unitized substances in paving quantities,

the Unit Operator shall, within the month of such completion, if

practicable, or as soon thereafter as required by the Supervisor or

the Commissioner 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 proved
Lo be productive of unitized substances in paving quantities; all
lands in said schedule on approval of the Director and the Commissioner
to constitute a participating area, effective as of the date of com-
pletion 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 courses and dis-

tances shown on the last approved public land survey as of the effective

date of the initial participating area. Said schedule shall also set

forth the percentage of unitized substances to be allocated as herein

provided to each unitized tract in the participating area so established,

and shall govern the allocation of production from and after the date
the participating area becomes effective. A separate participating
area shall be established in like manner for each separate pool or
deposit of unitized substances or for any group thereof produced as

a single pool or zone, and any two or more participating areas so
established may be combined intov 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 revised from
time to time, subject to like approval, whenever such action éppears

proper as a result of further drilling operations or otherwise

rwise, to

include additional land then regarded as reasonably proved to be pro-
ductive 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 month in
vwhich 1s obtained the knowledge or information on which such revision
is predicated, provided, however, that a more appropriate 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 area on account of depletion of the unitized substances.
It is the intent of this section that a participating area

shall represent the area known or reasonably estimated to be produc-

-12-
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requiring any retroactive adjustment for production obtained prior
to the effective date of the revision of the participating area.

In the absence of agreement at any time between the Unit
Operator and the Director and the Commissioner as to the proper defini-
tion or redefinition of a participating area, or until a participating
area has, or areas have, been established as provided herein, the
portion of all payments affected thereby may be impounded in a manner
mutually acceptable to the owners of working interests, except royal-
ties due the United States and the State of New Mexico, which shall
be determined by the Supervisor for Federal lands and the Commissioner
for State lands and the amount thereof deposited, as directed by the
Supervisor and the Commissioner respectively, to be held as unearned
money until a participating 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.parti-
cipating area.

Whenever it is determined, subject to the approval of the
Supervisor as to wells drilled on Federal land and the Commissioner
as to wells drilled on State land, that a well drilled under this
agreement is not capable of production in paying Juantities and inclu-
sion of the land on which it is situated in a participating area is.
unwarranted, production from such well shall, for the purposes of
settlement among all pvarties other than working interest owners, be
allocated to the land on which the well is located so long as such
land is not within a participating area established for the pool or
deposit from which such production is obtained. Settlement for
working interest benefits from such a well shall be made as provided
in the unit operating agreement.

12, ALLOCATIOI OF PRODUCTION. All unitized substances pro-

duced from each participating area established under this agreement,

except any part thereof used in conformity with good operating practices

-13-
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within the unitized arca for drilling, operating, camp and other
production or development purposes, for repressuring or recycling in
accordance with a plan ol development approved by the Supervisor and
Commissioner, or unavoidably lost, shall be deemed to be produced
equally on an acreage basis from the several tracts 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 such
percentage of said production as the number of acres of such tract
included in said participating area bears to the total acres of
unitized land in said participating area, except that allocation of
production hereunder for purposes other than for settlement of the
royalty, overriding royalty, or payment out of production obligations
of the respective working interest owners, shall be on the basis
prescribed in the unit operating agreement whether in conformity with
the basis of allocation herein set forth or otherwise. 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 repressuring
or recycling purposes in another participating area, the first gas
withdrawn from such last mentioned participating area for sale during
the life of this agreem:nt shall be considered to be the gas so trans-
ferred until an amount equal to that transferred shall be so produced
for sale and such gas shall be allocated to the participating area from
which initially produced as constituted at the time of such final pro-
duction,

13. CVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR
FORMATIONS. Any party hereto owning or controlling the working
interest in any unitized land having thereon a regular well location
may with the approval of the Supervisor as to Federal land and the
Commission as to State or privately owned land, at such party's sole

risk, cost and expense, drill a well to test any formation for which

.




a participating area has been established if such location is not
within said participating area, unless within 90 days of receipt of
notice from said party of his iantention to drill the well the Unit
Operator elects and commences to drill such a well in like manner
as other wells are drilled by the Unit Operator under this agreement.
If any well drilled as aforesaid by a working interest owner
results in production such that the land upon which it is situated
may properly be included in a participating area, such participating
area shall be established or enlarged as provided in this agreement
and the well shall thereafter be operated by the Unit Operator in
accordance with the terms of this agreement and the unit operating
agreement.
If any well drilled as aforesaid by a working interest owner
obtains preoduction in quantities insufficient to justify the inclusion
in a participating area of the land upon which such well is situated,

such well may be operated and produced by the party drilling‘the same

subject to the conservation requirements of this agreement. The royalties

in amount or value of production from any such well shall be paid as
specified in the underlying lease and agreements affected.

14. ROYALTY SETTLEMENT. The United States and any state and
all royalty owners who, under existing contracts, are entitled to take
in kind a share of the substances now unitized hereunder produced from
any tract, shall hereafter be entitled to the right to take in kind
their share of the unitized substances allocated to such tract, and
Unit Operator, or in the case of the operation of a well by a working
interest owner as herein in special cases provided for, such working
interest owner, shall make deliveries of such royalty share taken in
kind in conformity with the applicable contracts, laws and regulations.
Settlement for royalty interests not taken in kind shall be made by
working interest owners responsible therefor 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 any land from their respective lease obligations
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for the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is
introduced into any participating area hereunder for use in repressuring,
stimulation of production, or increasing ultimate recovery, which shall
be in conformity with a plan first approved by the Supervisor and the
Commissioner, a like amount of gas, after settlement as herein provided
for any gas transferred from any other participating 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 Super-
visor 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
¢r rates as may be authorized by law or regulations; provided, that
for leases con which the rovalty rate depends on the daily average
rreductian per well, said average production shall be determined in
accordance with the operating regulations as though each participating
area were a single consolidated lease,

Royalty due on account of State lands shall be computed and
paid on the basis of all unitized substances allocated to such lands.

15. ENTAL SETTLEMENT. Rental or minimum royalties due on
leases committed hereto shall be paid by working interest owners
responsible therefor under existing contracts, laws and regulations,
vrovided that nothing herein contained shall operate to relieve the
lessees of any land from their respective lease obligations for the

payment of any rental or minimum royalty in lieu thereof due under
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their leases. Rental or minimum royalty for lands of the United
States subject to this agreement shall be paid at the rate specified
in the respective leases from the United 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 fates specified in the respective leases.

With respect to any lease on other than Federal or State land
containing provisions which weuld terminate such 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, notwith-
standing any other provisions of this agreement, be deemed to accrue
and become payable during the term thereof as extended by this agree-
ment and until the required drilling operations 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 recovery of said substances without waste, as defined
by or pursuant to State or Federal law or regulations.

17. DRAINAGE. The Unit OUperator shall take appropriate and

adeguaie measures Lu prevent di TG

inage Of unliiized suLstaiices Liom
unitized land by wells on land not subject to this agreement, or with
prior consent of the Director and the Commiésioner, pursuant to
applicable regulations pay a fair and reasonable compensatory royalty,
as determined by the Supervisor as to Federal lands and by the Commis-
sioner as to State lands.

18. LEASES AND CONTRACTS CONFORMED AND EXTEMNDED. The terms,
conditions and provisions of all leases, subleases, and other contracts
relating to exploration, drilling, development or operations for oil

or gas on lands committed to this agreement are hereby expressly modi-

fied and aimended to the extent necessary to make the same conform to
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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 by the approval hereof by his duly authorized
representative, does hereby establish, alter, change, or revoke the !
drilling, producing, rental, minimum royalty, and royalty requirements
of Federal and State leases committed hercto 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 this
agreement under the terms hereof shall be deemed full performance of
all obligations for development and operation with respect to each and
every part or separately owned tract subject to this agreement, regard-
less of whether there is any development of any particulér part or
tract of tie unit area, notwithstanding anything to the contréry in
any lease, operating agreement or other contract by and between the
parties hereto, or their respective predecessors in interest, or any
of them.

(b} Drilling and producing operations performed hereunder upon
any tract of unitized liands will be accepted and deemed to he performed
upoii and for the benefit of each and every tract of unitized land,
and no lease shall be deemed to expire by reason of failure to drill
or vroduce wells situated on the land therein embraced.

{¢) Suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the Secretary and
the Commissioner, or their duly authorized representatives, shall be
deemed to constitute such suspension pursuwant to such direction or
consent as to each and every tract of unitized land.

(d) Each lease, sublease or contract relating to the explora-
tion, drilling, development or operation for oil or gas of lands other

than those of the United States or State of New Mexico committed to
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this agreement, which, by its terms might expire prior to the termina-
tion of this agreement is hereby extended beyond any such term so
provided therein so that it shall be continued in full forée and effect
for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years
or any renewal thereof or any part of such lease which is made subject
to this agreement shall continue in force beyond the term provided
therein until the termination hereof. Any other Federal lease committed
hereto shall continue in force beyond the term so provided therein or
by law as to the land committed so long as such lease remains subject
hereto, provided that production is had in paying quantities under
this unit agreement prior to the expiration date of the term of such
lease, or in the event actual drilling operations are commenced on
unitized land, in accordance with the provisions of this agreement,
prior to the end of the primary term of such lease and are being dili-
gently prosecuted at that time, such lease shall be extended for two

years and so long thereafter as oil or gas is produced in paying quan-

-tities in accordance with the provisions of the Mineral Leasing Act

Revision of 1960.

(f) Each sublease or contract relating to the operating and
development of unitized substances from lands of the United States
committed ©to Liis agreement, which by its terms would expire prior to

th

+ whinmsh
v wnich

Liie time at wh e underlying lease, as extended by the immediately
preceding paragraph, will expire, is hereby extended beyond any such
term so precvided 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
wihich is made subject to this agreement, shall continue in force
beyvond the term provided therein as to the lands committed hereto until
the termination hereof, subject to the provisicns of subsection (e)
of Section 2.

{(h) The segregation of any Federal lease committed to this
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agreement is governed by the following provisions in the fourth para-
graph of Sec. 17(j) of the Mineral Leasing Act, as amended by the Act
of September 2, 1960 (74 Stat. 781-784): "Any (Federal) lease hereto-
fore or hereafter committed to any such (unit) plan 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 effective date of

unitization: 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 the date of such segregation and
so long thereafter as o0il or gas is produced in paying quantities”.

(i) Any lease embracing lands of the State of New Mexico
having only a portion of its lands committed hereto, shall be segregated
as to the portion committed and the portion not committed,)and the
provisions of such lease shall apply separately to such segregated
portions commencing as of the effective date hereof; provided, however,’
notwithstanding 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 c¢il or gas is discovered and is capable of being
produced in paying quantities from some part of the lands embraced in
such lease, at the expiration of the secondary term of such lease;
or if, at the expiration of the secondary term, the lessee or the
Unit Operator is then engaged in bona fide drilling or reworking opera-
tions on some part of the lands embraced in such lease, the same, as
to all lands embraced therein, shall remain in full force and effect
so long as such operations are being diligently prosecuted, and if
they result in the production of oil or gas, said lease shall continue
in full force and effect as to all of the lands embraced therein, so
long thereafter as oil or gas in paying quantities is being produced
from any portion of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be
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construed to be covenants running with the land with respect to the
interest of the parties hereto and their successors in interest until
this agreement terminates, and any grant, transfer, or conveyance of
interest in land or leases subject hereto shall be and hereby is con-
ditioned upon the assumption of all privileges and obligations here-
under by the grantee, transferee or other successor in interest. No
assignment or transfer of any working interest, royalty, or other
interest subject hergto shall be binding upon the Unit QOperator until
the first day of the calendar month after Unit Operator is furnished
with the original, photostatic or certified copy of the instrument of
transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become
effective upon approval by the Director and the Commissioner or their
duly authorized representatives as of the date of approval by the
Director and shall terminate five (5) years from said effective date

unless:

(a) such date of expiration is extended by the Director and
the Commissioner, or

{b) it is reasonably determined prior to the expiration of
the fixed term or any extension thereof that the unitized land is
incapable of production of unitized substances in paying quantities
in the formations tested hereunder and after notice of intention to
erminate the agreement on sucn ground is given by the Unit Operator
ﬁo all parties in interest 2t thei 5% Known addresses, the agreement
is terminated with the approval of the Director and Commissioner, or

(¢c) a valuable discovery of unitized substances has been made
or accepted on unitized land during said initial term or any extension
thereof, in which event the agreement shall remain in effect for such
term and so long as unitized substances can be produced in cuantitics
sufficient to pay for the cost of producing same from wells on unitized
land within any participating area estabiished hereunder and, should

production cease, so long thereafter as diligent operations are in

progress for the restoration of production or discovery of new produc-
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tion and so long thereafter as the unitized substances so discovered
can be produced as aforesaid, or

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

This agreement may be terminated at any time by not less than
75 ver centum, on an acreage basis, of the owners of working interests
signatory hereto, with the approval of the Director and Commiséioner;
notice of any such approval to be given by the Unit Operator to all
parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The

Director is hereby vested with authority tc alter or modify from time
to time in his discretion the quantity and rate of production under
this agreement when such quantity and rate is not fixed pursuant to
Federal or State law or does not conform to any statewide voluntary
conservation or allecation program, which is established, recognized
and generally adhered to by the majority of operators in such state,
such authority being hereby limited to alteration or modificatiqn in
the public interest, the purpose thereof and the public interesﬁ to
be served thereby to be stated in the order of alteration or modifi-
cation. Without regard 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 agreemeni and is not in violation of any applicau.
Federal or State law; provided, further, that no such ¢ lteration or
modification shall be effective as to any land .{ the State of New
Mexico as to the rate of prospecting and developing in the absence of
the specific written approval thereof by the Commissioner and as to
any lands of the State of New Mexico or privately owned lands subject
to this agreeunent as to the quantity and rate of production in the
absence cf cpecific written approval thereof by the Commission.

Powers in this section vested in the Director shall only be
exercised after notice to Unii Operator and opportunity for hearing

to be neld not less than 15 days from notice.
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22. CONFLICT OF SYUPERVISION. Neither the Unit Operator nor
the working interest owners nor any of them shall be subject to any
forfeiture, termination or expiration of any rights hereunder or under
any leases of contracts subject hereto, or to any penalty or liability
on account of delay or failure in whole or in part to comply with
any applicable provision thereof to the extent that the Unit Operator,
working interest owners or any of them are hindered, delayed, or pre-
vented from complying therewith by reason of failure of the Unit -
Operator to obtain in the exercise of due diligence, the concurrence
of proper representatives of the United States and proper represen-
tatives of the State of New Mexico in and about any matters or things
concerning which it is required herein that such concurrence be
obtained. The parties hereto, including the Commission, agree that
all powers and authority vested in the Commission in and by any pro-
visions of this agreement are vested in the Commission and shall be
exercised by it pursuant to the provisions of the laws of the State
of New Mexico and subject in any case to appeal or judicial review
as may now or hereafter be provided by the 1- , of the State of New
Mexico.

23. APPEARANCES. Unit Operator.shall, after notice to other

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

and ¢1. intcrests affected
the Commissioner of Public Lands 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 Commission or
Commissioner or to apply for relief from any of said regulations or
in any proceedings relative to operations before the Department of
the Intericr, the Commissioner, or Commission, or any other legally
constituted authority; provided, however, that any other interested
party shall also have the right at his own expense to be heérd in any
such proceedings.

2L. NOTICES. All notices, demands or statements required

hercunder to be given or rendered to the parties hereto shall be
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deemed fully given if given in writing and personally delivered to
the party or seal LY postpalid registered or certifled mail, addressed
to such party or parties at their respective addresses set forth in
connection with the signatures hereto 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, demand, or statement.
25. NO WAIVER OF CERTATN RIGHTS. ©Nothing in this agreement
contained shall be construed as a waiver by any party hereto of the
right to assert any legal or constitutional right or defense as to
the validity or invalidity of any law of the state wherein said
unitized lands are located, or of the United States, or regulations
issued thereunder in any way affecting such party, or as a waiver
by any such party of any right beyond his or its authority to waive.
26. UNAVOIDABLE DELAY. All obligations under this agreement

requiring the Unit Operator to commence or continue drilling or to

by this agreement shall be suspended while, but only so long as, the -
Unit Operator despite the exercise of due care and diligence is pre-
vented from complying with such obligations, in whole or in part, by
strikes, acts of Goa, 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 ¢f the Unit Operator whether similar to matters
herein erumerated or not.

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 veference
in this agreement.

28. L0SS OF TITLE. In the event title to any tract of
unitized land shall fail and the true owner cannot be induced to
join in this unit agreement, such tract shall be automatically

regarded as not committed hereto and there shall be such readjustment
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of future costs and benefits as may be required on account of the
loss of such title. In the event of a dispute as to title as to
any royalty, working interest, or other interests subject héreto,
payment or delivery on account thereof may be withheld without
liability for interest until the diéputc isc finzlly settled; provided,
that, as to Federal and State land or leases, no payments of funds
due the United States or the State of New Mexico should be withheld,
but such funds of the United States shall be depésited as directed
by the Supervisor, and such funds of the State of New Mexico shall be
deposited as directed by the Commissioner to be held as unearned
money pending final settlement of the title dispute, and then applied
as earned or returned in accordance with such final settlement.

Unit Operator, as such, is relieved from any responsiblity
for any defect or failure of any title hereunder.

29. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of

any substantial interest in a tract within the unit area fails or
refuses to subscribe or consent to this agreement, the owner of the
working interest in that tract may withdraw said tract from this
agreement by written notice to the Director, the Commissioner, and
the Unit Operator prior to the approval of this agreement by the
Director and Commissioner. Any o0il or gas interests in lands within

the unit area not committed hereto prior to submission of this

the oviner or owners thereof subseribing or consenting to this
agreement and, if the interest is a working interest, by the owner
of such interest also subscribing to the unit operating agreement.
After operations are commenced hereunder,'the right of subsequent
joinder, as provided in this section, by a working interest owner

is subject to such requirements or approvals, if any, pertaining

to such joinder as may be provided for in the unit operating agree-
ment. After final approval hereof joinder by a non-working interest

owner must be consented to in writing by the working interest owners

committed hereto and responsible for the payment of any benefits




that may accrue hereunder in behalf of such non-working interests.
- Joinder by any owner of a non-working intereat; at any timec, must
be accompanied by appropriate joinder by the owner of the corres-
ponding working interest in order for the interest to be regarded
as committed hereto. Joinder to the unit agreement by a working
interest owner, at any time, must be accompanied by appropriate
joinder to the unit operating agreement, if more than one committed
working interest owner is involved, in order for the interest to be
regarded as committed to this unit agreement. Except as may otherwise
herein be provided, subsequent joinders to this agreement shall be
effective as of the first day of the month following the filing with
the Supervisor and the Commissioner of duly executed counterparts of
all or any papers necessary to establish effective commitment of any
tract to this agreement unless objection to such joinder is duly made
within 60 days by the Director and the Commissioner; provided, how-
ever, that as to State lands all subsequent joinders must be approved
by the Commissioner. |

30. COUNTERPARTS. This agreement may be executed in any
number of counterparts, no one of which needs to be executed by al}
parties, or may be ratified or consented to by separate instrument
in writing specifically referring hereto and shall be bindihg upon
all those parties who have executed such a counterpart, ratification,

or consent hereto with the same force and effect as if all such
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it is executed by all other parties owning or claiming an interest
in the lands within the above described unit area.

31, NO PARTNERSHIP. It is expressly agreed that the rela-
tionship of the parties hereto is that of independent contractors
and nothing in this agreement contained, express or implied, nor
any operations conducted hereunder, shall create or be deemed to

have created a partnership or association between the parties hereto

or any of them.

IN WITNESS WHERLEOF, the parties hereto have caused this

agreement to be executed and have set opposite thelr respective names

the date of execution.
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Date:

Date:

ATLANTI RIC:?iIELD coAPANirj
B ¢ )
. N t /( ‘ (bﬁ
By‘ AttGI’nG}‘;In‘ Laant L (;%\/

. Address: P. 0. Box 1978

Roswell, New Mexico

UNIT OPERATOR AND WORKING INTEREST
; OWNER

WORKING INTEREST OWNERS

. C/ s
Attest: J(éé;kLaxxp»Aé&gﬂxﬁx¢nx~)

FIshaslant Secre ﬁr,

3 -/ - ¢ )/

Attest:

- Date:

Attest:

Date:

Attest:

Date:

Attest:

Date:

nri
-

HONDO OJ%_& GAS CQME??Y

By;//ﬁﬁg%%:;J(Lijv -/Agiwv;:(ZL:ﬁ§9'

Addresstzé;/ 775 ‘
Foi 8 1P

HUMBLE OIL & REFINING COMPANY
By:
Address:

KERR-McGEE CORPORATION
By:

Address:

Address:

PAN AMERICAN PETROLEUM CORPORATION
By:

S—

Address:

SINCLAIR OIL & GAS COMPANY

By:

Address:
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Date:

Curtis R. Inman
Address:

Date:
James A. O'Neill
Audress:

Date:
G. Dee Williamson
Address:

Date:

i Lillie M. Yates
Address:

STATE OF zg[g“! ﬂez‘ce)

COUNTY OF (?/ pue = )

The faoregoing instrument was acknowledged before me this (55%
day of 77 e N 1968 by S, L. (j?u_«[{ LL@Z?ﬂ?/‘V’—‘?{'%" L Tl

88

. of Atlantic Richfield Company, a Pennsylvania corporation, on benalf

of said corporation.

At -‘j?]‘ﬂ} ¢ /4#’ —
sNotary Public

My Commission Expires:

/-1¥ -7/

s2ATE OF Mow Moxico)
COUNTY OF /7 fopeoe— )

EE

The foregoing instrument was acknowledged before me this 4335

day of 7)Y lic , 1668 by S /. 4. Agf?_ISyyu/ZY/ [ Lo Sl Ll ¥

oT Hondo Cil & Gas Company, a New ﬁgxlco corporation, on behalf
of said cozporatlon. //,

f] .
» L e
My Commission Bxplres: : ,K/r» Ry f///77?4&z¢,
Notary Public
7-14 -7/ J/
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Exnibit B -~ Cawley Unit .pH.mm; Eddy oocba%‘. New Mexico, T-2:2-S, R-22-E .
P Basic Royalty Lessen Overriding
Tescription of Number of Ser, No. & Exp. and Qwnership of Royalty and Vorking Intercst
Tract To. Land Acres Date of Lease Percentage Recoi+l Percentage and Perce ud e
T-22-S, R-22-E
Tederal Land New Mexlco Serials
1 rE/k, w/2se/k, NE/WSE/F  280.00 021546-A 12,5 R, L:we, Est. M. V. Zerris, 26 ~  R. Lowe BEst., 100%
Section 1T 4.30-68 U.S. Sohio Fetroleum, 3% :
2 SE/4SE/Y4 Section 17 40,00 021546-B 12,5 J. A, 0'Neill M. V. Harris, 2% v J. A, O'Keill, 100%
F.woumm U.s. Schio Petroleum, 3% ©
3 ...\: .a\mmz\: mq\:ms\w mmo 00 022553 12,5 Sohi: Petroleum E. D. Vhite, 2% . Eumble 0il & Fef., T
Sectlon 10 5-31-68 u.s. . Corp. Sohio nmahowoca C. R. Inmzn, 25%
Corp., 6.125% g
4 E/2, Efz5W/h %00.00 022553-A 12.5 R. Lowve, Est. E. D, Write, 2% . R, Towe Zst., 100%
Section 9 4-30-68 U.S. - Sohi> Petroleum, 3% -
5 m/4su/L Section 9 40,00 022553-B 12.5 J. A, O'Neill E. T. White, 2% J. A, O'Teill, 100%
4-.30-68 U.8. Sohio Petroleum, 3%-
6 su/lsu/l. Section 10 40,00 022553-C 12.5 E. I. White E. D. ¥nite, 2% - Huwhle 0il & Refinin
5-31-68 U.S. Sohio Petroleum 75%
A ) Corp., 6.125% v C. R, Inmen, 25%
“ :
7 A1l Sectiion 21 640,00 022600 ” 12,5 R. Iowe, Est. E. D, "hite, 2% R, Lowe, Ist., 100%
~ 5-31-68 U.S. Sohio Petroleum, 3% .
8 su/Lsu/l Seetion 9 40.00 022500-A 12.5 E. D. White E. D. "hite, 2% “ J. A, Ofileild, 100%
: 5-31-58 U.s. Sohio Petroleum, 3% .
9 mm\F...\ 4, Sf2mW/lh, 520,00 023269 12,5 Honco Oil & Gas M. V. Havris, 3% ondo Oil & Cos Comp
Si/% Section 15 7-31-68 U.s. Company 3750 p/a PP 100%

E/2IT ﬂ\: v/2v/2

Cection 22
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Basic Royalty Lessee Overriding
Deseription of Nunber of Ser. No. & Exp, and Ownership of Royalty and Viorring Interest s
Ivpet No. Land Acres Date of Lease Percentage ___Recorc. - Percentaze  @nd Pereantore
10 Nw/bww/h Section 15 40.00 023269-A 12.5 Kerr-licGee Oil M. V. Herecis, 3% Yerr-ieGoe 011
7-31-68 U.s. Company $750 p/a PP Cormpeny, 1007
11 mi/k, n)ewE/h, ) 280,00 023272 © 12,5 Kerr-icGes 0il L. C. Hcichkiss, 3% Kerr-ielee Qil .
Si/4NE/) Section m... . T7-31-68 u.s. sompay Cowpany, 100%
12 SE/4wE/!. Section 8 40,00 023272-A 12.5 Atlentic Rich- L. C. Hotchkiss, 3% tlantic Rickhfiecld
7-31-68 U.s. 2ield Company Company, 100%
13 s/2 Sec:ion 8 320.00 033596 12.5 Kerr-VcGee 0il D. Fitzgerald, % of 1%  Kerr-licGee 0il
. 5-31-68 U.S. Company David J. Sorenson, 1% Compzny, 100%
Joe Schatz, 5/8 of 1%
Hoover ‘iright, 5/8 of 1%
R. L. Bamnell, &+ of 1%
1% Ni/4 Se:xtion 9 160,00 039881 12.5 Kerr-NcGee 0il  Joe¢ Schutz, 1449 Kerr-YeGee 0il
“T-31-68 U.S. Comper.y Hoover Wright, 13% Company, 100%
15 Z\M Section 20 320.0C 051069 12.5 Pan inerican R. L. Grahan, m& Pan Americon Fetrolew:
10-31-69 U.S. Petrolews Corp. Corporation, 100%
16 E/28u/Y4 Section 22 80.00 2805 12.5 Lillie M. Yates Myzo Industries, Inc., L. M. Yates, 100%
T-31-77 U.s. 6.25% :
17 S\m Section 17 320.00 Lol 12.5 Sinclair 011 & Nene Sinclair 0il & Ges
_ . 12-31-77 U. 8. Ges ompany Compzny, 100%
17 Federal tracts 38L40.00 zcres or 85.7% of unit area. o -
Staete land . ) ‘
18 All Section 16 640,00 L-185 12.5 G. L. Williemson None G. D. Willirmzon,
~ - 8-15-17 State of New Mexico T 100%
1 State of liew llexico tract 64D.00 acres or 1h.3% of unit area. ———e T
Total: 18 tracts 4:80.00 acres in entire unit area.
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RATIFICATION AND JOINDER

CAWLEY UNIT AGREEMENT

The undersigned (whether one or more ) hereby acknowledge receipt of a copy -
of the Cawley Unil Agreement embracing lands situated in Eddy County,

New Mexico, said Agreement dated March 1, 1968, and acknowledge that they
have read the same and are familiar with the termes and conditions thereof.
The undersigned being the owners of a royalty, record title, or other
interest in and to the lands or minerals embraced in the Unit Area, as in-
dicated on the schedule attached to the Unit Agreement as Exhibit "B", do
hereby expressly join said Unit and do hereby commit all of their said in-
terest to the Cawley Unit Agreement and do hereby consent thereto the same
as if the undersigned had executed the original of said Unit Agreement or
counterparts thereof.

IN WITNESS WHEREOF this instrument is executed by the undersigned as of the .
date set forth in thelr respective: acknowledgments.

STATE OF NEW MEXICO 2
88
COUNTY OF CHAVES s
~ The foregoing instrument was acknowledged before me this ___ 29%h  day of
February ,-1968, by _Marion V, Harris & L, C, Harris,

her husband, .
My Commission Expires: . __M_ _
My Commission Expiras Qct. 31, 1968 - Notary Fublie : :

STATE OF | ; ’ .
58
COUNTY OF )
The foregoing inctrument was acknowledged before me tnis duy of ' ;f
’ 1968: by .

My Commission Expires:

STATE OF
88,
COUNTY OF
The foregoing instrument was acknowledged before me thie _  day of
, 1968, by e e
My Commission Expires:

Notary Public

4">;j Eﬁ?ZGLpA;_er ?LC\C}%21J1J%J;%J-
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RATIFICATION AND JOINDER

CAWLEY UNIT AGREEMENT

The undersigned (whether one or more) hereby acknowlcedge receipt of a copy
of the Cowley Unii Agreement embracing lands situated in Eddy County,

New Mexico, said Agreement dated March 1, 1968, and acknowledge that they
have read the same and are familiar with the terms and conditions thereof.
Tne undersigned being the owners of a royalty, record title, or other
interest in and to the lands or minerals embraced in the Unit Area, as in-
dicated on the schedule attached to the Unit Agreement as Exhivit "B", do
hereby expressly join said Unit and do hereby commit all of their said in-
terest to the Cawley Unit Agreement and do hereby consent thereto the same
as if the undersigned had executed the original of said Unit Agreeuwent or
counterparts thereof.

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

SOHIO PCTROLE!;M COMPANY{An Ohio Corporat-ion)

4 m
Acsnf AND AT,TDRNEY’JD/FACI

STATE OF OKLARGKA %
88

COUNTY OF CXLAZCLA

The foregoing instrument was acknowledged before me this A . day of
My ol , 1968, by  CUFTON £. STORM, JR. Arent Arent and &Lttorrey.in Fact

for Sohio Petroleum Company, an_Ohio
My Commission Expires:
ég‘?“«_é_ 2¢/, 77%% tary Public

STATE OF ; ' .
' B8,
COUNTY OF
The foregoing instrument was acknowledged before me fhig day of’
) 1968, by
My Commission maplres:
Notary Public
STATE OF
BB
COUNTY OF
The Toregoing instrument was acknowledged before me this day of
, 1968, by .

My Commission Expires: .

Notary Public

e p R m—— me et - g— -
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The foregoing instrument was acknowledged before me this __ 28th  day of
February » 1968, by _grarr D White & Blanche Y _\White hii wife.
"My Commission Expires: ,ﬁ lee r\) é/uq L('q/
lanuaey 12 1971 Notary Public
STATE OF ;
88
COUNTY OF )
The foregoing instrument was acknowledged before me this day of

RATIFICATION AND JOINDER

CAWIEY UNIT AGREEMENT

The undersigned (whether one or more) hereby acknowledge receipt of a copy
of the Cauvlay Unit Agraement embracing lands situated in Eddv County,

New Mexico, said Agreement dated March 1, 1968, and acknowledge that they
have read the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of a royalty, record title, or other
interest in and to the lands or minerals embraced in the Unit Area, as in-
dicated on the schedule attached to the Unit Agreement as Exhibit "B", do
hereby expressly Join said Unit and do hereby commit all of their said in-
terest to the Cawley Unit Agreement and dc hereby consent thereto the same
as if the undersigned had executed the original of said Unit Agreement or
counterparts thereof.

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

.~ vy

STATE OF NEW MEXICO

)
) SSe
COUNTY OF CHAVES )

» 1968, by .

My Commission Expires:

Notary Public

STATE OF )
) SSe
COUNTY OF )
The foregoing irstrument was acknowledged before me this day of
, 1968, by .

My Commission Expires:

Notary Public




.. Wife of Lester C. Hotchkiss -

. Xy Cozmission Expires:

RATIFICATION AND JOINDER

CAWLEY UNIT AGREEMENT

onea (NhULhCL‘ Ui or m-crc) hereby acknowledpe receint of a copy
ey Unit Agreement embracing lands situated in Eddy County,
saié Agrecement dated March 1, 1968, and acknowledge that they S
¢ same and are *amiliar with the terms and conditions thereof. R
ned being the owners of a royalty, record title, or other :
in and to the lands or minerals embraced in the Unit Area, as in-
icated on the schedule attached to the Unit Agreement as Exhibit "B", do
exedy expressly join said Unit and do hereby commit all of their said in-

t to the Cawley Unit Agreement and do hereby consent thereto the same
vne undersigned had executed the original of said Unit Agreement or
arts thereorl.
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IN WITXESS W:SRZOF tnis instrument is executed by the ‘undersigned as of 'the .-
dav

e set forth in their respective.acknowledgments.

I <2 Ty o .

. STATE OF California ) :
' ) . ss.
COUNTY OF Fresno R oL
T SR
The foregoing instrument was aclnowledged before me this 1€éth day of - SR
March ___ ,-1968, vy Lester C. Hotchkis ptchkiss.:
Yy Comxmission Expires: -
February 18, 1972, o »Noj;apy e .
.
STATE OF L D
55 ‘ ' N B ..__-i‘.
COUXTY OF ' S
Tpe Toregoing instrumenty was ackuowiedged before me thic day of' - '
, 1968, vy : .

: ;. Notary Puplic

!

STATE O
55e
CoURTY OrF
The Doscpoing instrurent was ackrowledged before me this daay of
7 »
., 1988, vy e
Yy Cozmisslon Zxpires: .

Notary Public

Ve ———— —— e e - g e 4
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FATIFICATION AND JOINDER |
i

CAWLEY UNIT AGREEMENT !

The undersigned (whether one or more) hereby acknowledge receipt of a copy b
of the Cawley Unit Agreecment embracing lands situated in Eddy County, ;
New Mexico, sald Agiecieil dated March 1, 1500, and acknowiedge ihai ihiey :'
have read the same and are familiar with the terms and conditions thereof, o
The undersigned being the owners of a royalty, record title, or other . ‘ o
interest in and to the lands or minerals embraced in the Unit Ares, as in- : i
dicated on the schedule attached to the Unit Agreement as Exhibit "B", do e
hereby expressly join said Unit and do hereby commit all of their said in- ; :
terest to the Cawley Unit Agreement and do hereby consent thereto the same L
. as if the undersigned had executed the original of said Unit Agreement or _ f
: counterparts thereof. S

2  IN WITNESS WHEREOF this instrument is executed by the undersigned as of the .
- date set forth in their respective ecknowledgments. _ o {

? | L tlenate il é{%’/’
L ; 4 / /( {‘ 2T 47 |

\/\

ji/ <o/ /13‘/ Ly

Lrzs Gz 3> 3, &y; &z/&/
STATE OF L/?fx.c/%%t.p‘ )

COUNTY OF ﬁ/{ & ez

— K
The foregoing instrument was acknow edged before me this / )

e

88

i

Tl e re b , 1968, vy : ;
! ’ l
| . ) . | W ‘
My Commission EJ@:Lres. — WAL :
t- 2- 70 thary Public '

STATE OF ) ‘ . :
) ss. . ;
COUNTY OF ) i
~ The foregoing instrument was acknowledged before me this day of’ N

: ) 1968, by .

: My Commission Expires:
: Notary Public

STATE OF g b
S8, : : ‘
COUNTY OF ) :
)
The foregoing instrument was acknowledged before me this day of !
» 1968, by . |

ly Commission Expires: ‘.

Notary Puvlic

.
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RATIFICATION AND JOINDER

CAWLEY UNIT AGREEMENT

The undersigned (whether one or more ) hereby acknowledge receipt of a copy
rﬂ" +\'\n f‘nv"f\r TThw" _A~v-nnman+ oh\x»«:ﬁn‘fnn 1'»"\8- 0*4 nn‘-nﬂ -Cv\ T Jur (‘Av v

e Al wadgmy ~dd uuu‘, Voaiy y

New Mexico, sa1d Agreement dated March 1, 1968, and acknowledge that they
have read the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of & royalty, record title, or other
interest in and to the lands or minerals embraced in the Unit Area, as in-
dicated on the schedule attached to the Unit Agreement as Exhibit "B", do
hereby expressly join said Unit and 40 hereby commit &1} of their said in-
terest to the Cawley Unit Agreement and do hereby consent thereto the same
as if the undersigned had executed the original of said Unit Agreement or
counterparts thereof, v

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

il S ma—

STATE OF NEW MEXICO )
88e
COUNTY OF Chaves ; .
The foregoing instrument was acknowledged before me this 28¢th day of
February , 1968, by David J. Sorenson and Boanie J,. Sorenson,

. husband and wife,

My Commission Expires: . éz‘,ﬂ‘,‘ Ies ol
- /0 . (/- 7 / .

Notary Public

STATE OF g
88
COUNTY OF
The foregoing instrument was a\,knowledged before me this day of’
] -‘-)58’ oy . )

My Commission Exvires:

Nad maves Theba 1 o

AN J AL ekt

STATE OF
B88e
COUNTY OF
The forcg,oing' instrument was acknowledged before me this _ day of
a 1968, by .

¥y Commission Expires: )

Notary Public




RATIFICATION AND JOINDER

CAWLEY UNIT AGREEMENT

The undersigned (whether one or more) herchy acknowlédge receipt of a copy
of the Cawley Unit Agreement embracing lands situated in Eddy County,

New Mexico, said Agreement dated March 1, 1968, and acknowledge that they
have read the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of s royalty, record title, or other
interest in and to the lands or minerals embraced in the Unit Area, as in-
dicated on the schedule attached to the Unit Agreement as Exhibit."B", do
hereby expressly join said Unit and do hereby commit all of their said in-
terest to the Cawley Unit Agreement and do hereby consent thereto the same

as if the undersigned had executed the original of sald Unit Agreement or
counterparts therecf.

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

./

ES=wnvAn

STATE OF \\eLQ ﬁg\; LeC

) 3
J S6e ) ’ :
comry oF _C O hen ). :
The f egoéng instrument was acknowledged before me this /C day of .
1 ,» 1968, by Rob Graham and Sue Graham hu «and wife -
’ /F 4/ %
My Commission ires: . ”u%/ //// el - : : 8
Llg 22 X Nojory Pblic 1 7 R
STATZ OF . g .
88a
COUNTY OF
The foregoing instrument was acknowledeed before me this day of’ -
’ 1968: by : .
;M.J CCMDQ;U“ My.l.l.dbo ' o
Notary Public ‘ :
STATE (OF
556
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
> 1968: by .

My Commission Expires: o

Notary Public
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RATIFICATION AND JOINDER

CAWLEY UNIT AGREEMENT

The undersigned (whether cne or more) hereby acknowledge receipt of a copy
of the Cawley Unit Agreement embracing lands situated in Eddy County,

New Mexico, said Agreement dated March 1, 1968, and acknowledge that they
have read the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of a royalty, record title, or other
interest in and to the lands or minerals embraced in the Unit Area, as in-
dicated on the schedule attached t0 the Unit Agreement as Exhibit "B", do
hereby expressly join said Unit and do hereby commit all of their said in-
terest to the Cawley Unit Agreement and do hereby consent thereto the same

as if the undersigned had executed the original of said Unit Agreement or
counterpaxrts thereof.

IN WITNESS WHEREOF this instrument is executed by the undersigned as of the
dste set forth in theilr respective: acknowledgments.

S

| MYCO INDUSTRIES, INC.
< ATTEST: _ : :
s %J'O/.é.é %’ O«i e

STATE OF NEW MEXICO )

g 88,
COUNTY OF EDDY .

The roregoing instrument was acknowledged before me this lst . day of
Maxrch , 1968, vy i

My Commission Expires:
Nov. 17, 1968

e———

STATE Or

88a
COUNTY OF )i

The foregoing insirument was eolnorloldzed

...... nowlligen velure me this doy of’
’ 1906, by ) .
My Commission Expires:
_ Notary Public
STATE OF .
88,
COUNTY OF

The Torcgoling insirument was acknowledged before me this dsy of
» 1968, vy .

My Commission Expires:

Notary Public

W e

[ S




RATIFICATION AND JOINDER

CAVIEY UNIT AGREEMENT

The nndersigned (whnther one or more) hereby acknowledge receipt of a copy
of the Cawley Unit Agreement embracing lands situated in Eddy County,
New Mexico, said Agreement dated March 1, 1968, and acknowledge ihat they
have read the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of a royalty, record title, or other
interest in and to the lands or minerals embraced in the Unit Area, as in-

~dicated on the schedule attached to the Unit Agreement as Exhibit "B", do

hercby expressly join said Unit and do hereby commit all of their said in-
terest to the Cawley Unit Agreement and do hereby consent thereto the same
as if the undersigned had executed the original of said Unit Agreement or
counterparts thereof.

IN WITNESS WHEREOF this instrument is executed by the 'undersigned as of the

date set forth in their respective acknowledgments.,

P. 0. Box 1600 HUMBLE OIL & REFINING COMPANY

Midland, Texas T97OL : BY: %—%
) . Agent and Atforney in K

ATTENTION: Joint Interest Manager
STATE OF )
) ss.
COUNTY OF ).
The foregoing instrument was acknowledged before me this day of
’ 1968’ by .
My Coumission Expires: )
: Notary Public
STATE OF ' .

B8
COUNTY OF

The foregoing instrument was acknowledged before me this dsy or’

, 1968, by :

My Cozmission Expires:

Notary Public

STATE OF TEAAS ;

COUNTY GF  MIDLAND )

7
The foregoing instrument was ackuowledged before me this /5 28

day of _ March , 19 €8, by X 2/ A(L’é A
brent end fttorney in Fact of _ Humble 0il &, Refining Comrany )
a _ Delzvarez corporation, in behalf of said corporation.

j"»’f&]-tl' . e e

Yy Commiesion Expires; : No¥Ary Public

Jun2 1, 1969

Tigl2




RATIFICATION AND JOINDER

CAWLEY UNIT AGREEMENT

The undersigned (whether one or more) hereby acknowledge vccoipt 2fF a conv
of the Cawley Unit Agreement embracing lands situated in Eddy County,

New Mexico, said Agreement dated March 1, 1968, and acknowledge that they
have read the same and are familiar with the terms and conditions thereof.
The urdersigned being the owners of a royalty, record title, or other
interest in and t¢ the lands or minerals embraced in the Unit Ares, as iun-
dicated on the schedule attached to the Unit Agreement as Exhibit "B", do
hereby expressly Jjoin said Unit and do hereby commit all of their ‘said in-
terest to the Cawley Unit Agreement snd do Lereby consent thereto the same
as if the undersigned had executed the original of said Unit Agreement or
counterparts thereof.

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

C TRV Y < ‘\\muu e CO N
e

STATE OF ___ Texas )
S88e
COUNTY OF Midland g .
The foregoing instrument was acknowledged before me this 5th day of
March , 1968, by Curtis R, Inman and Muriel Henderson

Inman, nhis wite. :
My Commission Expires: : 2’:%&}:%2 (Ellen Fegett
June 1, 1969 _ Notary Fublic ig/and for Midland

- County, Texas

STATE OF )
) 58
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

an”0
y AUy b1

My Commission Expires:

Notary Public

STATE OF

6B«
COUNTY OF

The forcgeing instrument was acknowledged before me this day of

’ 1968, by

My Commission Expires: )

Notary Public

. L

e e T L R TR T
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RATIFICATION AKD JOINDER

CAWLEY UNIT AGREEMENT

The undersigned (whether one or more) hereby acknowledge receipt of a copy
of the Cawley Unit Agreement embracing lands situated in bkddy County,

New Mexico, said Agreement dated March 1, 1968, and acknowledge that they
have read the same and are famlliar with the terms and conditions thereof.
The undersigned being the owners of a royalty, record title, or other
interest in and to the lands or minerals embraced in the Unit Area, as in-
dicated on the schedule attached to the Unit Agreement as Exhibit "B", do
hereby expressly join said Unit and do hereby commit all of their said in-
terest to the Cawley Unit Agreement and do hereby consent thereto the same
as if the undersigned had executed the original of said Unit Agreement or
counterparts thereof,

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

} :
‘ ATTEST: KERR-McGEE CORPORATION
| :

| e s 2,

‘Ass1stant Secretary 4

Covtn ™ ra . 'Vice President
“oriee T Budie
STATE OF OKLAHOMA ;
88
COUNTY OF OKLAHOMA -
174
The foregoing instrument was acknowledged before me this K// ) day of
March , 1968, by GEORGE C. HARDIN, JR, .
My Commission Expires: . ?’Z/u/jm/ /L/&&/,'L.
Dl 27 4L G Notary,/Public  /
J -
. ‘ STATE OF g
BBe
COUNTY OF

" The foregoing instrument wu3 scknowledged before me this day of"
10LR  Thae .

) vy o~y

|
My Commission Expires:
' Notary Public

STATE OF )

g 8.
COUNTY OF
The foregoing instrument was acknowledged before me this day of
$ 1968: by .

My Commission Expires: a

Notary Public
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RATIFICATION AND JOINDER . !

CAWLEY UNIT AGREEMENT - |

The undersigned (whether one or more) hereby acknowledge receipt of a copy
of the Cawley Unit Agreement embracing lands situated in Eddy County,

Nowr Mavdan  ondd Amwasmont dodbad Maowol 30 10LR awd asl - - I S
B I e R ML UL L MAL ViR g AUy e uuAuAun.L.\.u.bl. Vil v wiaCy

have read the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of a royalty, record title, or other
interest in and to the lands or minerals embraced in the Unit Area, as in-
dicated on the schedule attached to the Unit Agreement as Exhibit "B",
hereby expressly join said Unit and do hereby commit all of their S&ld in-
terest to the Cawley Unit Agreement and do hereby consent thereto the same
as if the undersigned had executed the original of said Unit Agreement or
counterparts thereof.

PR

IN WITNESS WHEREOF this instrument is executed by the undersigned as of the -
date set forth in their respective: ac]mowledgmenta.

‘ames A, O'Neill

jl’"]vau/ // (7

~-Frances W, O'Ne111

. STATE OF TEXAS ) b
. BB ! R [
COUNTY OF MIDLAND g . . - ST »
- The foregoi instrument was acknowledged before me this day of © .-:
) W/W% » 1968, by Jameés A. O'Neill o
My Commission Expires: ’ ’ Qm K’UML .
JOYCE R. LEACH * Notary Publie ; . " Notary Public . T
T6 ana 107 Ti@oT oy, Texas A oo N . A
MyComnﬁssionmpir&Juncl,mGQ ' o . . . ‘ .
STATE OF TEXAS g
S5
COUNTY OF MIDLAND
The 0 J.cg;omg, instrument was ackiiGwledged before me this /2 < da*\' of' . )
s , 1968, by Frances W. O'Ne1ll o« i
. . — . ! . v", ; 174 B J - . :
iy Commission Expires: , oo o [l ol A S i
JOYCE R. LEACH * Notary Public . Notary Public = . . e T ;
e Coumty; Texas ST o -
Xy Comiission Expires June 1, 1988 1
STATE OF )
g S5 ;
COUNTY OF ’ ;
Tne foregoing instrument was acknowledged before me this day of
b4 1968} b}',_, .
My Coumission Expires:

Notary Public

B T p—
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RATIFICATION AND JOINDER

CAWLEY UNIT AGREFMENT

The undersigned (whether one or more) hereby acknowledge receipt of a copy
of the Cawley Unit Agreement embracing lands situated in Eddy County,

New Mexico, said Agreement dated March 1, 1968, and acknowledge that they
have read the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of a royalty, record title, or other
interest in and to the lands or minerals embraced in the Unit Area, as in-
dicated on the schedule attached to the Unit Agreement as Exhibit "B", do
hereby expressly join said Unit and do hereby commit all of their said in- .
terest to the Cawley Unit Agreement and do hereby consent thereto the same .

as if the undersigned had executed the original of said Unit Agreement or
counterparts thereof,

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

ATTEST: PAN AMERICAN PETROLEUM CORPORATION

K4

Attorney in Fact

STATE OF ___ TEXAS g
88.
COUNTY OF  TARRANT ) .
- )
(t
_ The foregoing instrument was acknowledged before me this . % -  day of
T 7. tiacon, JL , 1968, by Attomey in Fact,
on beha.lf of Fan American Petroleum Corporation
My Commission Expires: (T LA K//L‘“/ L
June 1, 1969 ' Notary Public -
STATE OF )
) 88>
COUNTY OF )
‘The foregoing instrument was acknowledged before me this day of "’
> 1968 by *

My Commission Expires:

Notary Public

STATE OF
8Se
CCUNTY OF )
The foregecing instrument was acknowledged before me this day of
,,,,,,,,, ) 1968, by .

My Commission Expires: L

Notery Public




RATIFICATION AND JOINDER

CAWLEY UNIT AGREEMENT

The undersigned {(whether one or more) hereby acknowledge receipt of a copy
o tne Cawley Unit Agreement embracing lands situated in Eddy County,

New Mexico, said Agreement dated March 1, 1968, and acknowledge that they
have read the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of a royalty, record title , or other
interest in and to the lands or minerals embraced in the Unit Area, as ine
dicated on the schedule attached to the Unit Agreement as Exhibit "B", do
hereoy expressly join said Unit and do hereby commit all of their said ine
terest to the Cawley Unit Agreement and do hereby consent thereto the same
as if the undersigned had executed the original of said Unit Agreement or
counterparts thereof,

IN WITNESS WHEREOF this instrument is executed by the undersigned as o7 the
date set forth in their respective. acknowledgments.

]"[/A \ﬁc""“'“/‘e/w“/ ut.w/fZ )ﬁ/ﬁd/p«q

H. L. Landua B damesb Morris /
2
//“é ‘ /// eyl Z;;/%/W‘é—f'hd/

Charles L. Morgan,élj/ﬂ- V. H. Van Horn, Jr.

A majority of the duly appointed, qualified and acting
Independent Executors of the Estate of Ralph Lowe, Deceased

E/‘l/l/'/ua s 7&[//@1 7

"THE STATE OF TEXAS

Erma Lowe, Individually and as
Independent Executrix of the )
Estate of Ralph Lowe, Deceased ) p

1
t
i

COUNTY CF MIDLAND
. 1 lod~ad haf t:‘u
.Lllb LUL "‘5““‘5 IS UICHt WA s acitncwle SC._. notnore me thig dav of
‘7’//¢w¥/¢/»/ , 1968, by H. I.. Landua, Charles L.. Morgan, Jr., James L.

Morris and V. H. Van Horn, Jr., a majority of the duly appointed, qualified and acting

Independent Executors of the Estate of Ralph Lowe, Deceascd, and Erma Lowe,
Individually and as Independent Executrix of the Estate of Ralph Lowe, Deceased.

"/) 2 — /

My comrmission expires: penne AL NE AL

JOYCE R. LEACH * Notary Public Notary Pubhc in and for

1 , Texas
In and for A 1dmnd County 96 Midland County, Texas.




RATIFICATION AND JOINDER
CAWLEY UNIT AGREEMENT
The undcrsigned {whether ome or more) hereby acknowledge receipt of a copy

of the Cawley Unit Agreement embracing lands situated in Eddy County,
New Mexico, said Agreement dated March 1, 1968, and acknowledge that they

" have read the same and are familiar with the terms and conditions thereof.

The undersigned being the owners of a royalty, record title, or other
interest in and to the lands or minerals embraced in the Unit Area, as in-
dicated on the schedule attached to the Unit Agreement as Exhibit "B", do
hereby expressly join said Unit and do hereby commit all of their 'said in=-
terest to the Cawley Unit Agreement and do hereby consent thereto the same
as if the undersigned had executed the original of said Unit Agreement or
counterpa.rt."a @he;'?o%g

I WITNESS W}EREOF tH,is instrument is executed by the undersigned as of the
date ‘set: fortﬂl in ‘the respective: a.cknowled.gments.

Stirclair

& Gas Company

My Commission FExpires: o

Notary Public

eCrgdal ice- PROVED
ey ‘\\;_ - Vice-President :P
..... - § Coee
=
<
STATEéxQU)ﬁ JTEXAS %
B88e
coum OF: NIDLA“D ) . .
Lyl
"Ifrre foregoing inst‘rument was acknowledged before me this /.5 day of
“March [ v , 1968, by 0. G. Simpson, Vice President of .
SINGLAIR,, ow & GAS COMPANY, a Maine C%fatm}{ 7 =
My f*onm1§81on Expires: A A & s z/
June 1, 1969 : Notary Public in and
Midland, County, Texas N
STATE OF .
88
COUNRTY OF )
Tre forcgoing incirument was acuncwicdged belove mie tuis aay oL
’ 1968 by : ~ .
My Commission Expires:
Notary Public
STATE OF )
. 5 8Be
COUNTY OF )
The foregoing instrument was acknowledged Hefore me thils day of
? 1968’ by L

ma—

s ve———




RATIFICATION AND JOINDER

CAWLEY UNIT AGREEMENT

The undersigned (whether one or more) hereby acknowledge receipt of a copy
of the Cawley Unit Agreement embracing lands situated in Eddy County,

New Mexico, said Agreement dated March 1, 1968, and acknowledge that they
have read the same and are familiar with the terms and conditions thereof.
The undersigned being the owners of a royalty, record title, or other
interest in and to the lands or minerals embraced in the Unit Area, as in-
dicated on the schedule attached to the Unit Agreement as Exhibit "B", do
hereby expressly join said Unit and do hereby commit all of their said in-
terest to the Cawley Unit Agreement and do hereby consent thereto the same
as if the undersigned had executed the original of sald Unit Agreement or
counterparts thereof,.

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

. o Q\/fl:(/'u 2. ('71 ‘;'_((;,._
. . :;;;z;;&;jjizj}é?%%ijqrzj;zgié”"f—

STATE OF _NEW MEXICO ;
88.
~ COUNTY OF EDDY
 The foregoing instrument was acknowledged before me this lst day of
March 9 1968, by LI ) . e— .
MARTIN YATES III, her hushand. S
My Commission Expires: o SR G
Nov. 17, 1968 Notary FPubiic
STATE OF g
88
COUNTY OF
“The Toregoing insiruwent was acknowlcedged before me this day of’
» 1968, by : .
My Commission Expiresi »
Notary Public
STATE OF
B88e
COUNTY OF

The foregoing instrument was acknowledged before me this day of

» 1968, vy .

My Commission Expires: .

Notary Public
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RATIFICATICN AND JOINDER

CAVIEY UNIT AGREEMENT

The undersigned (vhether one or more) hereby acknowledge receipt of a copy
of the Cawley Unit Agreement embracing lands situated in Eddy County,

New Mexico, said Agrecement dated March 1, 1968, and acknowledge that they
have read the samc and sre familiar with the terms and conditions thereof.
The undersigned belng the owners of a royalty, recoréd title, or other
interest in and to the lands or minerals embraced in the Unit Area, as in-
dicated on the schedule attached to the Unit Agreement as Exhibit "B", do
hereby expressly join said Unit and do hereby commit all of their said in-
terest to the Cawley Unit Agreement and do hereby consent thereto the same
as if the undersigned had executed the original of said Urit Agreement or
counterparts thereof.

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

Ll m

o(@ z‘,é(u ZU/(/QQQLL/Y)X/‘[ HU

STATE OF NEW MEXICO )
. 88
- counTy OF __ CHAVES g :
" The foregoirg instrument wes acknowledged before me this 28th  day of
February , 1968, by G. Dee Williamson and Lanita C. Williamson)
his wife.
My Commission Expires: . { (M/.«_L e
/o 7Y L Not&ry Public
STATE OF
B8e
" COUNTY OF
The foregoing instrument wrs acknowledged before me tnis day of’
) 1968, by .
- My Comnission Expires: —
' Notary Public
STATE OF )
) ss.
COUNTY OF
Tnhe foregoing Instrument was acknowledged before me this day of
s 19681 by e e 4

My Comission Fxpires: R :
o Notsary Public

e e e ——
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AtlanticRichfieldCompany  North American Producing Division
New Mexico-Arizona Distiict
Posl Oftice Box 1978
Roswell. New Mexico 88201
Tetephone 505 622 4041

Jack Biard
District Landman

March 27, 1968

Cawley Unit
T225, R22E
Eddy County, New Mexico

New Mexico 011 Conservation Commission . \ B
P. 0. Box 2088 ‘BB tian 28 Pl ue
Santa Fe, New Mexico

Attention: Mr. Dan Nutter

Gentlemen:

Tnis will confirm our telephone call earlier today re-
guesting a hearing on subject unit on April 17, 1968,
in Hobbs, New Mexico.

The proposed unit consists of 4,480 federal and state
acres. We enclose Xerox copies of the Unit Agreement
and Joint Operating Agreement. You will note that all
interested parties have signed these agreements except
R. L. Bunnel who owns 1/h of 1% overriding royalty under
Tract #13. He advised his Ratification is in the mail
and should be received in the near future, at which time
we will furnish you copies of same.

Your help and cooperation are Sincerely appreciated and
if you have any questions, please call me.

Yours very truly,
ATTANTIC RICHFIWLD CCMPANY

g 2 et o1y wrea ki K),

_:.4.;;{??_3».‘:(‘7,— £ €4 ¢ s A e ‘:

Fred N. Millsap, Jr.
‘Land Department

FIM/d 1
Enclosures




GUYTON B. HAYS P. O. BOX 1148
SANTA FE, NEW MEXICO

COMMISSIONER
March 29, 1968

Atlantic Richfield Company
P. O. Box 1978 |
Roswell, New Mexico 88201 RS RO R

Re: Cawley Unit . .
s 3 20
Eddy County, New Meﬁ&ggR 2 AHG 2

ATTENTION: Mr. Fred N, Millsap, Jr.

Gentlemen:

The Commissioner of Public Lands tentatively grants final
approval of the Cawley Unit Agreement located in Township 22-
South, Range 22-East, Eddy County, New Mexico comprising
4,480.00 acres as described in the agreement.

Final approval is contingent upon the approval of the
New Mexico Oil Conservation Commission at its hearing on April
Geological Survey and will become effective upon approval by
the Director and the Commissioner.

Very truly yours,

GUYTON B, HAYS
COMMISSIONER OF PUBLIC LANDS

BY:
Eddie Lopez, Supervigor
Unit Division
GBH/TB/EL/s
encls.,
cc: USGS- Roswell, New Mexico
OCC—~ Santa Fe, New Mexico




Docket No. 11-68

DOOXET:  REGULAR HEARING -~ WEDNESDAY - APRIL 17, 1968

OIL CONSERVATION COMMISSION -~ 9 A.M. - THE HOLIDAY INN, 200 SCUTH LINAM,

HOBBS, NEW MEXICO

ALLOWABLE:

CASE 3745:

CASE 3746:

CASE 3747:

CASE 3711:

(1) Consideration of the oil allowable tfor May, 1968;

(2) Consideration of the allowable production of gas for May,
1968, from thirteen prorated pools in Lea, Eddy, and
Raoosevelt Counties, New Mexico. Consideration of the allow-
able production of gas from nine prorated pools in San Juan,
Rio Arriba and Sandoval Counties, New Mexico, for May, 1968.

Application of Humble 0il & Refining Company for a unit agreement,
Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks approval of the North White City Unit Area comprising 5114
acres, more cr less, of Federal, State, and Fee lands in Township
23 South, Ranges 25 and 26 Fast, Eddy County, New Mexico.

Application of Atlantic Richfield Company for a unit agreement,
Eddy County, New Mexico. Appliicant, in the above-styled cause,
seeks approval of the Cawley Unit Area comprising 4,480 acres,

more or less, of Federal and State lands in Township 22 South,

Range 22 Fast, BEddy County, New Mexico.

Application of Depco, Inc. for an amendment to Order No. R-2869,
Eddy County, New Mexico. Applicant, as successor to Internaticnal
0il & Gas Corporation, seeks the amendment of Order No. R-2863 to
substitute its Dunn "B"™ Well No. 5 in Unit I of Section il and its
Dunn "B" Well No. 6, and Dunn "A"™ Well No. 1 located in Units M
and G, respectively, of Secticn 12 for its Dunn "B" Wells Nos.

15, 19, and 21 which were included in the originally authorized
water injection wells for a waterfiood project authorized by said
order in Township 18 South, Range 28 East, Artesia Fool, Eddy
County, New Mexico.

{Reopened):

CASE 3748:

In the matter of Case No. 3711, originally heard January 24, 1968,
and in which no order has yet been entered, being reopened on the
motion of the Commission fto hear additional testimony regarding
the amendment of Rule 509 of the Commission Rules and Regulations;
among other things, the Commission will consider the assignment
of an oil discovery allowable to each zone of a muiltiple dis~
covery well bascd on tr- denth of said zone from the surface of
the ground.

Southeastern New Mexico nomenclature case calling tor an order
£ the creation, extension, abolishment, conrtraction and re-
definition of certain posls in Chaves, Eddy, Lea and Roosevelt
Counties,; New Mexico.
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(a) Create a new pool in Eddy County, New Mexico, classified as
a gas pool for Upper Pennsylvanian production and designated as
the Antelope Sink-Upper Pennsylvanian Gas Pool. The discovery
well is Marathon 0il Company, Antelope Sink Unit No. 1, located
in Unit G of Section 18, Township 19 South, Range 24 Zast, NMPM.
Said pool zhould comprise the following described acreage:

TOWNSHIP 19 SOUTH, RANGE 24 EAST, NMPM
SECTION 18: N/2

(b) Create a new pool in Eddy County, New Mexico, classified as

an oil pool for Delaware production and designated as the Big
Eddy-Delaware Pool. The discovery well is Pan American Petroleum
Corporation, Big Eddy Unit No. 11, located in Unit I of Section 7,
Township 20 South, Range 31 East, NMPM. Said pool should comprise
the following described acreage:

TOWNSHIP 20 SOUTH, RANGE 31 EAST, NMPM
SECTION 7: NE/4 SE/4

(c) Create a new pool in Lea County, New Mexico, classified as -
an oil pool for Abo production and designated as the House-Abc

Pool. The discovery well is Pan American Petroleum Corporation,
Howse "CM"™ No. 1 located in Unit H of Section 11, Township 20

South, Range 38 East, NPMM. Said pool should comprise the fol-
lowing described acreage:

TOWNSHIP 20 SCUTH, RMNGE 38 EAST, NMPM
SECTION 11: NE/4

(d) Create a new pool in Eddy County, New Mexicc, classified as a
gas pool for Morrow production and designated as the Huapahce-
Morrow Gas Pool. The discovery well is Humble 0il & Refining
Company, Huapache lUnit No. 10, located in Unit F of Section 10,
Township 23 South, Range 22 East, NMPM. Said pool shculd comprise
the following described acreage:

TOWNSHI? 23 SOUTH, RANGE 22 EAST, NMPM

AMCIN T AT Y sy Ty
SECTION 10: /2
b e y - . JORr A me v Mmnsd o T =Rt B Py
(e) Create a now ponl in Loz County, Now Moxico, clussifizd as an

0ii pool for Tubb Drinkard produciion and designated as ihe
Imperial Tubb-Drinkard Pccl. The discovery well is Bronco 0il
Corporation, E. C. Hill "A'™ No. 3, located in Unit O of Secticn
27, Township 23 South, Range 37 East, NMPM. Said pocl should
comprise the following described acreage:

TOWNSHIP 23 SCUTH, RANGE 37 EAST, NMPM
SECTTON 27: SE/4

(f) Contract the Cave-Grayburg Pool in Eddy County, New Mexico,
by the deletion of the fcilowing described acreage:
TOWNSHYP 17 SCLTH, RANGE 29 EAST, MMPM

SECTION 35 tiw/4 -
SECTION 17: WNE/4
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(g) Extend the Grayburg-Jackson Pool in Eddy County, New Mexico,
to include therein:

TOWNSHIP 17 SCUTH, RANGE 29 EAST, NMPM
SECTION 1l6: N/2 and SW/4

(h) Extend the West Broncc-Ievonian Pool in Lea County, New
Mexico, to include therein:

TOWNSHTP 13 SCUTH, RANGE 38 EAST, NMPM
SECTION 6: SW/4

(i) Extend the East Brunson-McKee Pool

in Lea County, New Mexico,
co include therein:

TOWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM
SECTION 23: OW/4 SL/4

(j) Abolish the Middle Lane Permo-Pennsylvanian Pool in Lea
County, New Mexicc, described as:

TOWNSHIP 10 SOUTH, RANGE 33 EAST, NMPM
SECTIOM 3: SE/4

SECTION 10: E/?2

SECTION 11: All

SECTION 13: S/2

SECTION 14: A1l

SECTION 15: E/2 NW/4, NE/4, and S/2
SECTICN 22: W/2 and NE/4

SECTION 23: N/2 and N/2 SW/4
SECTION 24: NW/4, N/? sw/4, and ST/

yE

(k) Extend the Inbe Permo-Pennsylvanian Pool in Le2 Zounty,
New Mexico, tc inciude the area desecribed above {rom the aboclished

ne Permo-Fennsylvanian Pool and also the following
described area:

L RO

TOANSHIP 10 SQUTH, RANGE 33 EAST, NMPM
SECTION 22: SE/4

SECTICN 27: WN/2
TONNSHIP 13 SCUTH, RANGE 33 EAST, NMPH
SECTION 26: Nbj/4

(1) Extend the North Indian Hills-Morrow Gas Poocl in BEddy
County, New Mexico, to include thevein:
Ys s

TOWNSHIP 21 SOUTH, RANGE 24 FAST, NMPM
SECTTON 9: Ail

{(m) Extend the McMillian-Morrow Gas Poel in Eddy County, New Mexico,
to include therein:
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TOWNSHIP 20 SCUTH, RANGE 26 EAST, NMPM
SECTION 24; A1l

(n) Extend the Tatum-Wolfcamp Pool in lLea County, New Mexico, to
include therein:

TOWNSHIP 13 SCUTH, RANGE 36 EAST, NMPM
SECTION 5: NE/4 )

(o) Extend the Teague-Blinebry Pool in Lea County, New Mexico,
to include thersin:

TOWNSHIP 23 SOUTH, RANGE 37 EAST, NMPM
SECTION 33: NE/4

(p) Extend the Todd-Lower San Andres Pool in Roosevelt County,
New Mexico, to include therein:

TOWNSHIP 7 SCUTH, RANGE 36 EAST, NMPM
SECTION 29: Nw/4
SECTION 32: Nw/4

(q) Extend the Twin Lakes-San Andres Pool in Chaves County,
New Mexico, to include therein:

TOWNSHIP 8 SOUTH, RANGE 28 EAST, NMPM
SECTION 36: N/2 NW/4

(r) Redefine the vertical limits of the Cedar Hills-Wolfcamp
Gas Pool in Eddy County, New Mexico, which comprises:

TOWNSHIP 21 SOUTH, RANGE 27 EAST, NMPM
SECTION 15: SE/4

to be the Upper Pennsylvanian formation rather than the Wolfcamp
formation and rename said pool Cedar Hills-Upper Pennsylvanian
Gas Pcol.

Extend said Cedar Hills-Upper Pennsylvanian Gas Pool to inciude
therein:

TOWNSHIP 21 SCUTH, RANCE 27 EAST, NMPM
SECTION 15: NC/4

{s) Contract the Honumeni {(Grayburg-San Andres) Pool in Lea Councy,
New Mexico, by the deletion of the following-described acreage:

TOWNSHIP 20 SOUTH, RANGE 37 EAST, NMPM
SECTION 19: N/2 NE/4
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(t) Extend the Eunice (Grayburg-San Andres) Ponl in Lea
County, New Mexico, to include therein:
TOWNSHIP 20 SOUTH, RANGE 37 EAST, NMPM
SECTION 19: N/2 NE/4

: CASE 3749: Northwestern New Mexico nomenclature case calling for an
i order for the extension of certain pools in San Juan, Rio
: Arriba, Sandoval, and McKinley Counties, New Mexico:
¥ (a) Extend the Aztec-Pictured Cliffs Pcol boundary in
i San Juan County, New Mexico, to include therein:
{ TOWNNSHIP 29 NORTH, RANGE 10 WEST, NMPM
i SECTION 11: Sw/4
; SECTION 13: SE/4
|
l
{ (b) Extend the Blanco-Pictured Cliffs Pool boundary in
i San Juan County, New Mexico, to include therein:
i TOWNSHIP 29 NORTH, RANGE 8 WEST, NMPM
E SECTION 7: S/2
3 SECTION 8: N/2
i
{ TOWNSHIP 30 NORTH, RANGE 8 WEST, NMPM
i SECTION 18: 8/2
{ SECTION 30: S/2
! SECTION 31: Nw/4
i TOWNSHIP 30 NORTH, RANGE 3 WEST, NMPM
| SECTION 25: 572
§ SECTION 30: W/2
\ (c) Extend the South Blancc-Pictur-ed Cliffs Pool boundary
’ in Ric Arriba, Sandoval, and San Juan Counties, New Mexico,
\ to include therein:
{

TOWNSHIP 25 NORTH, RANGE 5 WEST, NMPM
SECTION 233; ALl

[AWEWILE

(d) Extend the Tapacito-Pictured Cliffs Pool boundary in
Rio Arriba County, New Mexico, to include therein:

TOWNSHIP 25 NORTH, RANGE 3 WEST, NMPM
SECTION &: SW/4

TOWNSHIP 27 NORTH, RANGE 3 WEST, NMPM
SECTION 30: SW/4

SECTION 31: W/2 and SE/4
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(e) Extend the Otero-Chacra Pool boundary in Rio Arriba
County, New Mexico, to include therein:

(f) Extend

TOWNSHIP 25 NORTH, RANGE 5 WEST, NMPM
Section 6: W/2

Section 7: Ail

Section 19: NW/4

TOWNSHIP 25 NORTH, RANGE 6 WEST, NMPM
SECTION 2: A1l

SECTION 3: S/2

SECTION 4: All

SECTION 5: N/2

SECTION 9: N/2

ALL OF SECTIONS 10, 11, AND 12
SECTION 13: W/2 and SE/4
SECTION 14: All

SECTION 15: E/2

SECTION 22: E/2

SECTICN 24: NE/4

TOWNSHIP 26 NORTH, RANGE 6 WEST, NMPM
SECTION 29: SE/4

SECTION 31: S/2

SECTION 32: All

SECTION 33: W/2

SECTION 35: Aill

the Blanco-Mesaverde Pool boundary in Rio

Arriba and San Juan Counties, New Mexico, to include

therein:

(q) Extend
in McKinley

TOWNSHIP 26 NORTH, RANGE 5 WEST, NMPM
SECTION 15: N/2

TOWNSHTP 98 NORTH, RANGE 9 WEST, NMPM
Section 30: W/2
TONNSHIP 28 NORTH, RANGE 10 WEST, NMPM

SECTION 25: N/2

the South Hospah-lower Sand 0il Pocl boundary
County. New Mexico, tc include therein:

TOWNSHIP 17 NORTH, RANGE 8 WEST, NMPM
SECTION 7: NW/4 NE/4

TOWNSHIP 17 NORTH, RANGE 9 WEST, NMPM

SECTION 12: NE/4, E/2 NW/4, and SW/4 NW/4
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{h} IExteiid e Souih Hospah-Upper Sand 0il Pool boundary
in McKinley County, New Mexico, to include therein:

TOWNSHIP 17 NORTH, RANGE 9 WEST, NMPM
SECTION 12: SW/4 NW/4

(i) Extend the Tapacito-Gallup Associated Pool boundary in
Rio Arriba County, New Mexico, to include therein:

TOWNSHIP 26 NORTH, RANGE S5 WEST, NMPM
SECTION 26: A1l

(3) EBxtend the Slick -Rock-Dakota 0il Pool boundary in San
Juan County, New Mexico, to include therein:

TOWNSHIP 30 NORTH, RANGE 17 WEST, NMPM
SECTION 36: N/2 SE/4 & SE/4 NE/4

(k) Extend the Tocito Dome-Pennsylvanian D 0il Pool boundary
in San Juan County, New Mexico, to include therein:

TOWNSHIP 26 NORTH, RANGE 18 WEST, NMPM
SECTION 22: SW/4

SECTION 27: Nw/4




UNIT OPERATING AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE CAWLEY UNIT AREA
COUNTY OF EDDY, STATE OF NEW MEXICO

WITNESSETH

Township 22

THIS AGRERMENT made and entered into this the first day of March, 9t 20 P
by and between Atlantic Richfield Company with offices at Roswell, New Mexice,
hereinafter referred to as "Unit Operator", and the undersigned ag owners of
working interests in the unitized substances within the unit area subject to
the Unit Agreement hereinafter referred to as may subscribe to this agreement
and become parties hereto, which owners are hereinafter referred to as

"Working Interest Owners", or as "Non-Operators",

WHEREAS, the parties hereto have concurrently herewith, as of the date
hereof, entered into a certain Unit Agreement for the development and opera-
tion of the Cawley Unit Area, hereinafter referred to as the "Unit Agreement",
and which said agreement embraces the following described land situated in
Eddy County, New Mexico, hereinafter referred to as the "unit area”:

South, Range 22 Eagt, N.M.P.M.

Section
Section
Section
Secvion
Section
Section
Section
Section
Section

Containing 4,480.00 acres, more or less,

UNIT PLAN CONFIRMED:

2.1 TITLE EXAMINATION:

All
All
wi
WL
A1l
All
N3
A1l
L

WHEREAS, the parties hereto enter into this agreement pursuant to
Section T of the Unit Agreement.

NOW THEREFORE, it is mutuslly agreed between the parties hereto as fol-

The aforesaid Unit Agreement and all exhibits

attached thereto are hereby confirmed and made a part of this asgreement.

Each party hereto sh
and upon request, furnish each other party with certified oxr photostatic

copies of all title papers and opinions in its possessions

éé;fbfb Eﬁ ?7€/4£:

ARTICLE I

ARTICLE II

as to its contribution




There shail be no examination of title to leases, or to oil and
gas interests, except that title to the drillsite shall be examined on &
comnlete ahstract record by Operator's attorneyv. and the title to .the
drillsite must be approved by the examining attorney, or accepted by all
parties. A copy of the examining attorney's opinion shall be sent to each

party immediately after the opinion is written, and, elso each papty’shall

be given, as they are written, a copy of all subseguent supplemental

ﬁ ) attorney's reports. A good faith effort to satisfy the examining attorney's
requirements shall be made by the party or parties owning the drillsite.

: No well other than the first test shall be drilled in the Unit

| Area until after (l) the title to the drillsite has been examined by an

attorney for one of the participating parties, and (2) the title has been

! : approved by the examining attorney or the title has been accepted by all

of the parties who are to participate in the drilling of the well.

The examiring attorney under this Section 2.1, may accept title

papers and another qualified attorney's opinion as the opinion called for
above rather than conduct a separate title examination. ;
Should Unit Operator point out any bona fide title reguirements
with respect to any leasehold interest committed to the Unit Agreement, the
owner thereof shall mske a good faith effort to promptly satisfy all such

title requirements.

2.2 FATIURE OF TITLE: Should any oil and gas lease, or interest

therein, be lost through failure of title, this agreement shall, nevertheless,
continue in force as to all remaining leases and Interests and,

(a) The party whose lease or interest is affected by the
title failure shall bear alone the entire loss and it shall
not be entitled to recover from Operator or the other
parties any development or operating costs which it may
have therevofore paid, but there shall be no monetary 1i-
ability on its part to the other parties heretoc by reason
of such title failure; and

(b) There shall be no retroactive adjustment of expenses
incurred or revenues received from the operation of the in-
terest which has been lost, but the interests of the
parties shall be revised on an acreage basis, as of the
time it is determined finelly that title failure has occur-
red, so that the interest of the party whose lease or
interest is affected by the title failure will thereafter
be reduced in the unit. area by the amount of the interest
lost; and

D




(c) If the proportionate interests of the other parties
hereto in any producing well theretofore drilled on the
unit area is increased by reason of the title failure, the
party whose title has failed shall receive the proceeds
attributable to the increase in such interests (less op-
ersting costs attributable thereto) until it has been
reimbursed for unrecovered costs paid by it in connection
with such well; and

(d) 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 costs

of operation, development or equipment previously paid under
this agreement, such amount shall be proportionately paid to
the party or parties hereto who in the first instance paid
the costs which are so refunded; and

(e) Any liability to account to & third party for prior
production of oil and gas which arises by reason of title
failure shall be borne by the parties in the same propor-
tion in which they shared in such prior production.

2.3 I0SS OF IEASES FOR CAUSES OTHER THAN TITLE FAIIURE: If any lease

or interest subject to this agreement be lost through failurc to develop or

because express or implied covenants have not been performed, or if any
{ - lease be permitted to expire at the end of its primary term and not be re-
newed or extended, or if any lease or irterest therein is lost due to the

fact that the production therefrom is sh.rt in by reason of .lack of market,

the loss shall not be considered & failure of title snd all such losses

shall be joint losses and shall be borne by all parties in proportion to
their interests and there shall be no readjustment of the participating in-
terests of the parties hereto on account thereof.

i ARTICLE IIT

MANAGEMENT OF UNIT

3.1 UNIT OPERATOR AND EMPIOYEES: Atlantic Richfield Company, of Roswell,

New Mexico, the party hereto named as Unit Operator of the unit area under the
provisions of the Unit Agreement, or its duly appointed successor Unit
Operator, shall have the exclusive right to develop and‘;perate the unit area
subject to the provisions of this agreement and the Unit Agreement. All in-
dividuals employed by Unit Operator in the conduct of operations hereunder
shall Ye the employees of Unit Operator alone and their working hours, rates
of compensation and 8ll other matters relating to their employment shall be

determined solely by Unit Operator.

3.2 UNIT OPERATOR - DUTIES: Unit Operator ghall in the conduct of op-

erations hereunder:




(a) Conduct the operations in a good and workmanlike manner,
and in the exercise of ites Judgment and discretion, acting in good faith;

(b) Consult freely with Working Interesi Owners concerning unit
operations, and keep Working Interest Owners informed of all matters aris-
ing during the operaﬁion of the unit area which Unit Operstor, in the
exercise of its best judgment, considers important;

{¢) Keep full and accurate records of all costs incurr;d,
rentals and royalﬁies paid, and controllable materials and equipment, which
records, receipts and vouchers in support thereof shall be availsble for
inspection by authorized representatives of the Working Interest Owners at
reasonable intervals during usual business hours, abt the office of the
Unit Operator;

(4) Permit the Working Interest Owners, each through their duly
authorized representatives, but at thelr sole risk and expense, to have
access to the unit area at &ll times, and to the derrick fioor of each well
drilled or being driiled hereunder, for the purpose of observing operations
conducted hereunder and inspecting jointly owned materiels, equipment?and
other proverty, and to have access at reasonable times to information and
data in the possession of Unit Operstor concerning the unit area;

{e) TFurnish to each ot the other parties who make timely written
request therefor, copies of Unit Operator's suthorization for expenditures
or itemizations thereof in excess of Five Thousand Dollars ($5 ,OO0.00) and
copies of all drilling reports, well logs, basic engineering date, tank
LOUICH, gaugs Yeporvs, aund run Lickels, and reports or stock on hand at the
Pirst of each month, if available, and samples of cores or cuttings taken
from welle drilled hereunder, containers therefor to be furnished by the
party requesting such samples;

(£} Comply with the terms and conditions of the Unit Agreement
and all valid applicable Federal and State laws and regulations;

(g) Keep the land in the unit area free from liens and encum-
brances occasioned by its operations, except such liens as the Working
Interest Owners elect to contest, and save only the lien granted the Unit

Cperator uander this agreement.




3.3 UNIT OPERATOR ~ RESTRICTIONS: The Unit Operator shall not do

any of the following things without the consent of the Working Interest
Ownere obtained as herein provided:

(a) Locate, drill, complete, deepen, or plug back any well or
Jet any contracti therefor. The approval of the driliing, deepening or
plugging back of any well shall be construed to mean and include the ap-
proval of any necessary expenditures therefor and the approval of’any
completion attempt shall be construed to include all expenditures incurred
in completing and equipping of such well, including flow lines, separators
and necessary tankage if a producer, and if a dry hole, the plugging and
sbandonment thereof, except as otherwise provided in Article V hereof;

(b) Make any expenditures in excess of Five Thousand Dollars
($5,000.00) for any one single project;

{e¢) Make any expenditure for expert technical advice, including
any extra services rendered by Unit Operator's technical staff, not com-
templated by the provisions of Exhibit "D" attached hereto, and not
covered by-the overhead, district and camp expenses therein authorize&,
which overhead in Exhibit "D" is intended to cover only normal development
and operations;

(d) Make any partial relinquishment of the rights of the Unit
Operator; .

(¢) Avandon any well which has been completed as a producing
well or dispose of any major items of surplus material or equipment, other
than Jjunk, having an original cost of Two Thoussnd Five Hundred Dolliars
($2,500.00) or more (sny such item or items of less cost may be disposed of
without such approval), except as may otherwise be provided herein;

(f) Designate the lands to be included in any participating area
or enlargem:nt thereof, or submit for approval any plan for the development
and operation of the unit area or any pariiclipating airea or supplement or
amendment thereto in sccordance with the provisions of the Unit Agreement;

(g) Determine whether to drill a demsnded offset well or pay
compensatory royalty;

(h) Drill or abandon any injection wells or convert any well into

an injection well;
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(i) Determine not to pay the annual rental, advance rental or
delay rental under any lease.

In case of blowout, explosion, fire, flood or other sudden emergency,
Unit Operator may take such steps and incur such expense as, in his opine
ion, are required to deal with the emergency and to safeguard life and
property; provided that Unit Operator shall, as promptly as possiblq, Ie=
port the emergency to the other parties and shall endeavor to sec;re any
sanction that might otherwise have been required.

Subject to the provisions of this agreement, Unit Operator shall
have full control of the premises subjected hereto and shall conduct and
manage the development and operation of unitized lands for the production
of unitized substances therefrom for the account of the parties heretos

3.4 CONSENT OF WORKING INTEREST OWNERS: On matters on which the

consent of Working Interest Owners is required, each Working Interest Owmer
shall have a vote equal to the proportionate or fractionsl gross acreage
interest owned by such party in the unit area. Except as otherwise
specified herein or in the Unit Agreement, an affirmative vote of TS%?of
the voting power of the Working Interest Owners involved shall constitute
the decision of the Working Interest Owners, which decision shall be bind-
ing upon all; provided, however, where any Working Interest Owner owns as
mich as 75%, but less than 100%, voting interest in the unit area such
party’'s vote must be supported by the affirmative vote of at least one ad-
ditional Working Interest Owner; and provided, further, that if any party
owns 25% or more voting interest, but less than 50%, the vote of such
party shall not serve to defeat or disapprove any matters approved by the
majority (over 50%) unless supported by at leaet one additional voting in-
terest.

The Working Interest Owners shall meet in regular or specisl meetings

discussing unii{ business and of voting on the matters

+1a A A £
for the purpose of

set out in Section 3.3 hereof, and of exercising any other powers by this
agreement or by the Unit Agreement cammitted to the Working Interest Owners.
Each Working Interest Owmer shall designate a representative and an alternate
to represent him at such meeting who shall have such powers as are conferred

on him by his principsl, which powers shall be sufficiently broad to enable
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the representative to vote on matters coming before ssid meetinge. Notice
of meetings and place of holding the same end other notices shall be
served on such representative by the Unit Operator. The representative
of the Unit Operator shall act as Chalrman at all meetings. Each Working
Interest Owner shall have the right, from time to time, on notice to the
Unit Operator, to change the representative or the alternate. It shall
be sufficient for the Unit Operator to poll by telegram all of thé ‘
affected Working Interest Owners on all such matters without calling =
meeting, and any vote so taken pursuant to such poll shall be as binding
on the Working Interest Owners as if done at a regular or special meeting
at which a quorum was present. The Working Interest Owners shall be
notified by the Unit Operator of the results of any such poll as soon as
practicable.

3.5 UNIT OPERATOR - LIABILITIES: Unit Operator shall not be liable

to any of the Working Interest Owners for anything done or omitted to be
done by it in the conduct of operations hereunder while acting in compli-
ance with Section 3.2(a) hereof. The provisions of this section shall
not relieve Operator of his duty to obtain the consent of the Working
Interest Owners in accordance with the provisions of Section 3.3.

3.6 UNAVOIDABLE DEIAY: The obligations of Unit Operator shall be

suspended to the extent that, and only so long as, performance thereof is
prevented by fire, action of the elements, strikes or other differences
with workmen, acts of civil or military authorities, acts of the public
enemy, acts of God, restrictions or restraints imposed by law or by regu-
lations or order of éovernmental authorities, whether Federal, State or
local, inability to obtain necessary rights of access, unavoidable acci-
dents, uncontrollable delays in transportation, inability to cbtain
necessary materials in the open market or other metters beyond the reason-
sble control of the Unit Operator, whether or not similar to any cause

above enumerated.
ARTICIE IV

COST OF OPERATIONS AND
ATIOCATION OF FRODUCTION

4,1 COST OF OPERATIONS AND ACCOUNTING PROCEDURE; The actusl cost to

the Unit Operator of performing his obligations as Unit Operator hereunder




shall be apportioned, except with respect to the initial test well as pro-
vided in Section 5.1 hereof, among the Working Interest Owners having
leasehold interests comuitted to the Unit Agreement in accordance with the
applicable percentages shown on Exhibit "C" attached hereto and made a

part hereof, and said costs shall be paid by the respective Working Interest
Owners in accordance with the Accounting Procedure attached hereto, made a
part hereof, and for purposes of identification marked Exhibit "D;.‘

4.2 ALIOCATION OF PRODUCTION: All unitized substances produced and

saved from each participating area established pursuant to the Unit Agree-
ment shall be deemed to have been produced equally on an acreage basis
from the several tracts or unitized land of the participating area estab-
lished for such production and for the purpose of computing and paying

all royalties, overriding royalties and obligations payable out of produc-
tion of the respective Working Interest Owners each such tract of unitized
land shall have allocated to it such percentage of said production as the
number of acres of each tract included in saild participating area. bears to
the total number of acres of unitized land in said participafing area?in
conformity with Section 12 of the Unit Agreement.

A1l production remaining after allocating the production for the pur-
pose of paying royalties, overriding royslties and cbligations payable out
of production as above provided (and being the working interest) shall be
allocated to the respective Working Interest Owners in accordance with the
applicable percentages reflecting their net respective beneficial interests
as shown on Exhibit "C" attached hereto.

Exhibit "C" shows the interest of each Working Interest Owner as of the
time of the commitment of the respective tracts to the Unit Agreement, as
well as the Peneficial interest of each Working Interest Owner, after taking
into consideration the contribution of certain interests in connection with
the driiling of the initial test well as reflecied Ly said exiiblt.

The beneficial interests of the respective Working Interest Owners as
shown on Exhibit "C" have been determined as to each party on an adjusted
surface acreage basis., The adjustment in surface ares has been made by de-~
termining the fraction of the total unitized subatances produced from or

allocated to any tract which may be required to meet all royalty, overriding
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royalty, production payments or other obligations payable out of prodquction
from or allocated to such tract and multiplying that fraction by the number
of acres contaired in such tract and deducting the product from the total
number of acres in said tract, the remainder being the adjusted surface
acreage in each such tract. The beneficial interest of each party shown on
Exhibit "C" attached hereto represents the sum of the net acre interest in
all tracts committed to the Unit Agreement divided by the total ;nmger of
net acres committed to the unit aresa.

Except as hereinafter provided, the percentages of participation of
the parties hereto in costs of operation and allocastion of production as
shown on Exhibit "C" shall remain the same regardless of any contraction
of the unit area or autamatic elimination of lands therefrom In accordance
with Section 2 of the Unit Agreement. There shall be a readjustment of
the adjusied surface acres asmong the parties hereto on the basis set forth
hereinabove and the interest of the parties recomputed on the basis of the
revised acreage upon the occurrence of any of the following events!

(1) the working interest in any tract shown on Exhibit "C" is .
not committed to the Unit Agreement;

(ii) any tract is eliminated through failure of title or lost
through failure to pay rentals in conformity with Section 6.1
hereof';

(iii) 4if there should be any errors in mathemstical computs~
tions or there is any additional overriding royalty interest
or lease burden unknown to the parties hereto outstanding as
of the time of the commitment of the respective tracts to the
Unit Agreement;

(iv) to carry out the adjustments In acreage ownership and

participating interests required by the farmout agreements

referred to in Section 5.1 hereof.

(v) upon satisfaction of the production payments in connec-

tion with Tracts 9 and 10 as shown on Exhibit "C", or either

of them,
If any tract committed to the Unit Agreement becomes burdened with any addi-
tional overriding royalties, production paymentis or lease burdens other than
those shown on Exh’bit "B" attached to the Unit Agreement, the same shall be

borne exclusively by the owner or owners of such tract.

4,3 CONFLICGT OF IiSTEAUMENTS: In the event of any conflict between the

provisions contained either in the body of this instrument or in the Unit

Agreement and those contained in the Accounting Procedure, the provisions of




the Unit Agreement shall govern to the extent of such conflict, The term

"Operator" as used in Exhibit "D" shall be deemed to refer to the Unit
Opcrator, ord the torm "Non-Operetare” as need in Fyhthit "D ahall he
deemed to refer to the Working Interest Owners herein,

4,4 OPERATOR'S LIEN: Unit Operator is hereby granted a prior lien

on the rights and interest of each Working Interest Owner in the qnit area

and the unitized substances allocated to each such Working Intere;t 6uner,

and the materiasl and equipment thereon, to secure the payment of its

‘ proportionate part of said costs and expenses. Should any Working Interest
Owner fail to pay its proportionate part of said costs and expenses within

; thirty (30) days after being billed therefor as provided in the referred

| to Accounting Procedure, Exhibit "D", Unit Operator shall notify such

E Working Interest Owmer of the défault by registered mail and thereafter

? the Unit Operator shall have the right, at its option, to foreclose said

i lien on the respective interests of such Working Interest Owner. In lieu

of or in addition to such remedy, the parties hereto agree that in the

event qf default and after notice of same to the defaulting rarty, thé Unit

Operator may notify the purchaser of the defaulting party's share of

unitized substances and such purchaser shall pay all proceeds accruing on

account thereof to Unit Operator until said obligation is extinguished with-

out eny liability to the defaulting party; provided, however, no purchaser

of unitized substances shall be required to respeect such lien until so

notified hy the Unit Operator of the default. In lieu of or in addition to

t
i
g the remedy above specified for such default, Unit Operator may have any

other remedy afforded by law or in equity against the defaulting party for
such default.

; Idkewige, Non=Operators are hereby granted a prior lien on the rights
and interest of the Unit Operator as s Working Interest Owner in the unit
area and unitized substances and upon the interest of the Unit Operator in
all materiels and equipment, to secure the payment of any amounts which may
become due and owing from Unit Operator to any of the Non-Operators, which
lien shall be subject te all of the terms and conditions provided for in
the preceding paragraph.

L,5 ADVANCES: Unit Operator, at its election, may require each Working
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Interest Owner hercin to advance its respective portion of development

costs hereunder in accordance with an estimate by Unit Operator to be made

not less than ten (10) days in advance of the month in which the costs and

expenses are to be incurred. Adjustment between estimates aund 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.

4,6 2§§§§£ All of the jointly owned personal property withiﬁ:tﬁe
unit area shall be rendered by the Unit Operator for ad valoremﬂtaxes if
necessary. The Unit Operator shall pay all ad valorem taxes rendered or
assessed against said properties, and all such amounts so paid by the Unit
Operator shall be charged to the jbint account of the parties hereto. All
other taxes which may be levied upon or against the respective leasehold
interests or measured by the production of unitized substances allocested
to the respective tracts under the terms of the Unit Agreement and this
agreement shall be paid by the respective Working Interest Owners having
interests in such tracis.

4,7 INSURANCE: As to all operations hereunder, Unit Operator shall
carry for the benefit and protection of the parties hereto workmen's com-
pensation insurance in accordance with the laws of the State of New Mexico.
The Uhit Operator shall not be required to carry any other insurance for
the joint account. The liability, if any, of the parties hereto in damsges
for claims growing out of personal injury to or death of third persons or
injury or destruction of property of third persons resulting from the op-
eration and develovment of the unit area shall be borne by the parties
hereto in the proportions of their participation as shown on Exhibit "C";
and each party individvally may acquire such insurance as it deems proper
to protect itself against such claims. Unit Operator shall require all
third party contractors performing work in or on the unit area to carry in-
surance for the benefit and protection of the Working Interest Owners con-

Unit Operator’s lhen existing minimum requirements.

sistent with
ARTICIE V

WELLS

5.1 INITIAL TEST WELL: Within thirty (30) days after the effective

date of the Unit Agreement, Unit Operator shall commence operations upon the
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test well which is required t¢ be drilled pursuant to the provisions of
Section 9 of the Unit Agreement (unless such well should be commenced prior
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in compliance with Section 9 of the Unit Agreement and shall also be drilled
in accordance with the applicable regulations of the Secretary of the
Interior and the New Mexico Oil Conservation Commission. ”-_

The initial test well shall be drilled and completed, if a.discovery of
oil or gas in paying quantities is made, or plugged and sbandoned, if the
same is a dry hole or well not capable of producing unitized substances in
paying quantities, at the sole cost, risk and expense of the parties who
are to participate in the drilling of said well as shown on Exhibit "C"
in proportion to their respective interests. In case of a dry hole, ssaid
well shall be plugged and abandoned in accordance with all applicable rules
and regulations and a1l casing, egquipment and other materisl which may be
salvaged shall be and remsin the property of Unit Operstor and the other
parties pa: ticipating in the cost of the well in proportion to thelr
paxrticipating interests. ‘

In the event of the discovery of unitized substances in paying quant-
ities, said well shall be completed and placed on production as such wells
are ususlly and customarily completed in accordance with good oil field
practice and all casing, tubing, wellhead connections, flow lines, tanks
and other equipment which may be installed in or used in connection with
arties herete in proportion to their
participating interests in said well as shown on Exhibit "C" attached hereto.

Should the initial test well be lost through mechanical failure, blow=

out or any other cause beyond the control of Unit Operator, the Unit

Operator shall have the right to commence, within thirty (30) days, another

well to be drilled to the same depth and in the same manner and said well shall

for all purposes of this agreement be considered as the initial test well.
In connection with the drilling of the initial test well, Kerr-McGee
Corporation, Pan American Petroleum Corporation and Curtis R. Inman agreed
to contribute one~half of their leassehold interests coumitited vo the Unit
Agreement, as shown by Exnibit "B" attached thereto, to certain of the

parties participating in the cost of drilling said well as to all lease
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rights which are unitized under the Unit Agreement down to a depth of 100
feet below the depth to which the initial test well is drilled, subject to
the existing lease burdens as shown by said Exhibit "B", and the contributing
parties are not to participate in the production from said initial test
well until the same has paid out; provided, however, said contributing par-
ties shall receive the following overriding royalty interests baged;upon
all unitized substances produced, saved and marketed from the iniﬁiel test

well until the same has paid out as hereinafter defined:

Kerr-McGee Corporation 17.85714% of 1/16
Pan American Petroleum Corporation T.14286% of 1/16
Curtis R. Inman 1.7857T1% of 1/16

The distribution of the contributed interests among the parties partici-
pating in the initial test weli is more particularly shown on Exhibit "C"
attached hereto.

The above leasehold interests shall be earned regardless of whether or
not the well is completed as a well capable of producing unitized substances
and said parties shall assign said undivided 1/2 interests at any time re-
quested after the completion of said well.

For the purposes of this sgreement, the initial test well shall be
considered as '"paid out" at sucn time as the participating parties shall
have received out of their respective beneficial interests in the production
of unitized substances from said well, as shown on Exhibit "C", amounts
aggregating the total cost of drilling and completing said well, including
the cost of equipping and placing the same on production, together with all
operating costs during the payout period, computed on the basis of charges
nade in connection with the drilling and completing of said well as provided
in the Accounting Procedure attached hereio as Exhibit "D". From and after
the time of payout, said parties shall be entitled to receive their propor-
tionate parts of the production of unitized substances from said well on the
basis of their respective beneficial interests as shown in Col. 9 on page 2
of Exhibit “C" attached hereto and shall own their proportionate parts of all
equipment installed in and used in connection with the production from said
well, the same as if said parties had participated in the cost of drilling
and completing the initial test well according to the percentages shown in

Col. 8 on page 3 of Exhibit "C".
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5.2 OTHER TEST WELIS: In the event the initial test well provided

for in Section 5.1 hereof is completed as & dry hole or a well not capable
of producing unitized substances in paying quantities, and Unit Operator
desires to drill an additional well or wells, the parties hereto éhall not
be obligated for any vortion of the cost thereof except such as they may
have specifically agreed to in writing by separate instrument, but failure
of any such party to participate in the drilling of such addition;l ﬁell
shall make such well subject to the provisions of Section 5.6 hereof.

5¢3 MODIFICATION OF DRILLING REQUIREMENTS OF UNIT AGREEMENT: The

Unit Operator may apply for and obtain a modification of the drilling re-
quirements of said Unit Agreement or an extension or extensions of time
within which to comply therewith as provided by the terms of said Unit
Agreement, and any such application or applications may be made without
the consent of any of the Working Interest Owners subscribing hereto as
parties of the second parte.

5S¢4 WELL CONTRACTS: All wells drilled in the unit area by Unit

Operator after the effective date of this agreement, shall be drilledfon a
competitive contract basis at the usual rates prevailing in the region of

the unit area. Unit Operator, if it so desires, may employ its own tools

and equipment in the drilling of such wells, but in such event, the charge
therefor shall not exceed the competitive prevailing rate charged by in-

dependent contractors doing work of a similar nature. 1f the parties who

are L parvicivave in whne <osv of drilling any well orc unchle to mutuelly
sgree on the competitive contract price Operator shall obtain bids from at
least three responsible drilling contractors who are ready, able and willing
to drill a well of the type contemplated by the parties hereto on lease
acreage covered hereby; and said competitive contract price shall be the
lcowect acceptable bid recedved vhich will result in fhe most economical
drilling of said well. All driliing, whether by Unit Operator or others,
shall be under contracts approved by the parties hereto, which contracts
shall contain appropriate provisions that any well drilled on the joint

leases when completed shall not deviate in excess of five (5) degrees from

rerpendicular.
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5.5 DEVELOPMENT AND OPERATION SUBSEQUENT TO DISCOVERY OF UNITIZED

SUBSTANCES IN PAYING QUANTITIES: After the discovery of unitized sub-

stances in paying quantities on the unit area, Unit Operator shall only

s L ~on wlanm AF AaAvr TR
or in ony plan of develeopment and

arill such wells a3 way ve providsd

operation for the unit area or amendment or supplement thereto filed and

approved as provided by Section 10 of the Unit Agreement after aprroval

by the parties hereto as provided by Section 3.3 hereof, and all such wells
shall be drilled for the joint account of the parties hereto and the pro-
duction of unitized substances therefrom shall be allocated to said parties
as provided by Section 4.2 hereof; provided, however, the drilling, com-
pletion, deepening, plugging back or reworking of any such well shall be
subject to the non-consent provisions of Section 5.6 hereof.

5.6 OPERATIONS BY LESS THAN ALL PARTIES ~ NON-CONSENT OF WORKING

INTEREST OWNERS: If all the parties cannot mtually agree upon the drill-

iug of any well on the unit area other than the test well provided for in
Section 5.1, or upon the reworking, deepening or plugging back of a dry
hole drilled at the joint expense of all parties or a well jointly ovned
by all of the parties and not then producing in paying quantities on the
unit area, any party or parties wishing to drill, rework, deepen or plug
back such a well may give the other parties written notice of the proposed
operation, specifying the work to be performed, the location, proposed
depth, objective formation and *he estimated cost of the operation. The
pariies receiving such a nobice s re (except as to
reworking; pingging back or drilling deeper where a drilling rig is on lo-
cation, the pericd shall be limited to forty-eilght {48) hours exclusive of i
Saturday, Sunday or legal holidays) after receipt of the notice within which
to notify the parties wishing to do the work whether they elect to participate
in the cost of the proposed operaticn. Fallure of & party recelving such a
notice to so reply to it within the period above fixed shall constitute an
election by that party not to participate in the cost of the proposed op-
eration,

If any party receiving such a nctice elects not to participate in the
proposed operation (such party or parties being hereafter referred to as

"Non-consenting Party"), then in order to be entitled to the benefits of
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this section, the party or parties giving the notice and such other
parties as shall elect to participate in the operation (all such parties

being hereafter referred to as the "Consenting Parties") shall, within

thirty (30) days after the expiration of the notioc 163 of thirty (30)
days (or as promptly as possible after the expiration of the L8-hour
period where the drilling rig is on location, as the case may be) actually
commence work on the proposed operation and camplete it with due diligence.
The entire cost and risk of conducting such operations shall be borne

by the Consenting Partieé in the proportions that their respective interests
bear to the total interests of all Consenting Parties. Consenting Parties
shall keep the leasehold estate involved in such operations free and clear
of all liens and encumbrances of every kind created by or arising from the
the operations of the Consenting Parties. If such an operation results in
a dry hole, the Consenting Parties shall plug and sbandon the well at

their sole cost, risk and expense. If any well drilled, reworked, deepened
or plugged back under the provisions of this section results in a producer
of oil or gas in paying quantities, the Consenting Parties shall complege
and equip the well to produce at their sole cost and risk, and the well
shall then be turned over to Unit Operator and shall be operated "y it at
the expense and for the account of the Consenting ¥ cSe Updn cluuience-
ment of operations for the drilling, reworking, deepening or plugging back
of any such well by Consenting Parties in accordaiive wilhh the provisions

of this section, each Non-consenting Party shall be deamed t¢

2
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linquished to Consenting Parties and the Consenting Parties shall own and
be entitled to receive, in proportion to their respective interests, all
of such Non-consenting Party’s interest in the well, its leasehold operating
rights and share of production therefrom until the proceeds or market value
thereof (after deducting production taxes, royalty, overriding royalty and
other interests payasble out of or measured by the production from such well
accruing with respect to such interest until it reverts) shall equal the
total of the foliowing:

(&) 100% of each such Non—consenting Party's share of the cost of any
newly acquired surface equipment beyond the wellhead cormections {(including

but not limited to stock tanks, separators, treaters, pumping equipmenc snd
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piping), plus 100% of each such Non-consenting Party's share of the cost

of operation of the well commencing with first production and continuing
until each such Non-consenting Party's relinquished interest sha;l revert
to it under other provisions of this section, it being agreed that each
Non-consenting Party's share of such costs and equipment will be that in-
terest which would have been chargeable to each Non~consenting Pa;ty had
it participated in the well from the beginning of the operation;léné
(b) 200% of that portion of the costs and expenses’of drilling, re-
§ working, deepening or plugging back, testing and completing, after deduct=-
ing any cash contributions received under Section 8.5 and 200% of that
~portion of the cost of newly acquired equipment in the well (to and in-
cluding the wellhead connections), which would have been chargesble to
such Non-consenting Party if it had participated therein,
In the case of any reworking, plugging back or deeper drilling op-
eration, the Consenting Party shall be permitted to use, free of cost,
all casing, tubing and other equipment in the well, but the ownership of

‘ all such equipment shall remain unchanged; and upon sbandonment of a:hell

after such reworking, plugging back or deeper drilling, the Consenting
Parties shall account for all such equipment to the owners thereof, with
esch party receiving its proportionate part in kind or in value.

Within sixty (60) days after the completion of any operation under

this section, the party conducting the operations for the Consenting

Parties shall furnish each Non-consenting Party with an inventory of the
equipment in and connected to the well, and an ltemized Statemens of ilne
cost of drilling, deepening, plugging back, testing, completing and equip-
ping the well for production; or, at its option, the operating party, in
lieu of an itemijzed statement of such costs of operation, may submit a de-

tailed statement of monthly billings. Each month thereafter, during the

time the Consenting Parties are being reimbursed as provided above, the

Consenting Parties shall furnish the Non-consenting Parties with an item-

do

ized sitaiement of &ll costs and Jiabilitics incurrcd in the operstion of
the well, together with a statement of the quantity of oil and gas produced
from it and the amount of proceeds realized from the sale of the well's

working interest production during the preceding month, Any amount realized




)-rp el e oo S b eirtiinth Coi it AR

from the sale or other dispostion of equipment newly acquired in connection

with any such operation which would have been owned by a Non-consenting
Party had it participated therein shall be credited against the total un-
returned costs of the work done and of the equipment purchased, in
determining when the interest of such Non-consenting Party shall revert to
it as above provided; if there is a credit balance it shall be paid to such
Non-ccnsenting Paxty.

If and when the Consenting Parties recover from a Non-consenting
Party's relinquished interest the amounts provided for a&bove, the relin-

quished interest of such Non-consenting Party shall automatically revert

- to it and from and after such reversion such Non-consenting Party shall

own the same interest in such well, the opersting rights and working in-
terest therein, the material and equipment in or pertaining thereto, and
the production therefrom as such Non-consenting Party would have owned had
it participated in the drilling, reworking, deepening or plugging back of
said weil. Thereafter, such Non-consenting Party shall be charged with
and shall pay its proportionate part of the further costs of the oper;tion
~.i the well in accordance with the terms of this agreement and the Account-
ing Procedure, Exhibit "D", sttached hereto.

Notwithstanding the provisions of this Sectiop 5.6, no well shall be
completed or produced from the same pool or reservoir from which a well
located elsewhere on the unit area is producing unless such well conforms
to the then existing well spacing pattern as established by the New Mexico
0il Conservation Commission for the development of such pool or reservoir.

If any party hereto hereafter should create any overriding royslty,
production payment or other burden against its working interest production
and if any other party or parties should conduct non-consent operations pur-
suant to the provisions of this section, and, as & result, become entitled
to receive the working interest production otherwise belonging to the non-
participating party, the party or parties entitled to receive the working
interest production of the non-participating party shall receive such pro-
duction free and clear of burdens against such production which may have
been created subsequent to this agreement and the non-participating party

creating such subsequent burdens shall save the participating psrty ov

~-18.




parties harmless with respect to the receipt of such working interest

production.

5.7 ABANDONMENT OF PRODUCING WELLS: If the Unit Operator hgs been
authorized to abandon any well which has been completed as a producing
well as provided by Section 3.3(e) hereof and all of the parties hereto
have not consented thereto, then such party or parties not desiring to
abandon the same shall, within ten (lO)ldaya thereafter, notify éﬁe.other
parties of their desire to take over and operate said well and shall
tender to the other Working Interest Owners sums équal to thelr propor-
tionate shares in the salvage value of the material and equipment in said
ﬁell determined in accordance with the Accounting Procedure attached
hereto as Exhibit "D", and on receipt of said sum the parties desiring to
abandon said well shall, within 25 days thereafter, assign, without
warranty, to the Working Interest Owners not desiring to ebandon such
well, all of their rights in the well and producing equipment as to the
producing formations only, in the land on which said well is situated and
their interest in the leasehold estate in a tract surrounding said well
of an area equal to that prescribed by the applicable spacing rules, but
if ihere is no established spacing rule, then sald assignment shall cover
the working interest and leasehold estate in the producing formation only
in 40 acres surrounding said well, if an oil well, or 320 acres, if a
gas well, and sald well may thereafter be operated by the Unit Operator
for the separate account of the Working Interest Owmers not desiring to
abandon such well or wells. Proper bills of sale and division orders shall
be executed by the assigning parties to accomplish the purposes hereof.
The percentage of participation of the parties in and to the production of
unitized substances from all other land and leasehold rights under this
agreement and the Unit Agreement shall not be affected by the assignments

rovidged Tor herein.
ARTICLE VI

RENTAIS, ROYALTIES AND PROCDUCTION

6.1 RENTAIS: The Working Interest Owners in each tract shall pay all
rentals, advance rentals or delay rentals due under the lease thereon and

shall concurrently submit to the Unit Operator evidence of payment. If the
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Working Interest Owners in any tract determine not to pay aay such rental,
they shall notify Unit Operator at least sixty (60) days before the due
date and they shall thereupon assign to ell other Working Interest Owners
in the unit area, proportionable to their interests, all of their right,
title and interest under said lease; provided, however, all such assign-
ments shall be subject to all obligations with respect to reassignments,

if any, of the parties making such assignments theretofore creatéd in favor
of parties who are not parties to this agreement. In the event of failure
of any Working Interest Owner to make proper payment of any delsy rental
through mistake or oversight where such rental is required to continue the
lease in force, there shall be no money liability on the vart of the party
failing to pay such rental, but such party shall mske a bona fide effort

to secure a new lease covering the same interest and commit such lease to
the unit agreement, and in the event of failure to secure a new lease
within & reasonable time, the participating interests of the parties hereto
shall be revised so that the party failing to psy any such réntal shall not
be credited with the ownership of any lease on which rental was reqpi}ed but
was not paid. The Unit Operator shall incur no ligbility for failure to pay
any rental due under the terms of any lease camitted to said Unit Agreement;
however, in the event any rentals are paid by Unit Operator, the same shall
be charged and billed to the party responsible for the payment of the same.
In the event of loss of title to a lease for fallure to pay rentgl, all loss
occasioned thereby shall be that of the Working Interest Owmers who should
have paid the same.

6.2 DISPOSAT, OF PRODUCTION: Each of the parties hereto shell own, and

at its own expense, shall take in kind or separetely dispose of its propor-
tionate part of all the unitized substances produced end saved from_the lands
committed to the Unit Agreement, exclusive of the production that the Unit
Operator may use in developing and producing operations and in preparing and
treating oil for market purposes and of production unavoidably lost; pro-
vided that each of the parties shall pay or secure the payment of the royalty
interest on its proportionate part of the production. At such time or times

as a Working Interest Owner shall fail or refuse to take in kind or separately

dispose of its proportionate pert of said production, Unit Operator shall have

pyeliors
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the authority, revocable by Working Interest Owner at any time, to sell

all or part of such production for the ancount of euch party  for not leozs

than the market price prevailing in the area, which in no event shall be
less than the price Operator receives for its portion of such production.
All such sales by Operator of Working Interest Owner's production shall

Le for such reasonable periods of time as are consistent with thg;minimum

needs of the industry under the circumstances, but in no event shall any
such contract of sale be for e pericd in excess of one (1) year. Kot~
withstanding the foregoing, Unit Operator shall not mske a sale into inter-
state commerce of any other party's share of gas production.

ARTICLE VII

CHANGE OF OWNERGHYP

T.1 ASSIGNMENTS: Any Working Interest Owner may, at any time,
transfer or assign 811 of his working interest to any other Working Interest
Owner who is then a party to the Unit Agreement and to this sgreement, or to
any other person, association or corporation, when such assignment is made
expressly subject to the terms of the Unit Agreement and the terms of‘this

agreement, and wherein the assignee shall accept and agree to perform all

duties, obligations and liasbilities thereof. On the making of such assign-

ment, the assignor shall thereupon be relieved of all future duties,
obligations and liabilities of a Working Interest Owner under this ‘agreement

and under the Unit Agreement. A partial assigmment of working interests

shall be effective as gbove described to the extent of the interest so
assigned, No assiguwent made under the provisions of this section shall be
binding upon the Unit Operator until the first day of the month following
the date that a certified copy of said assignment has been delivered to Unit
Operator. The terms of this agreement shall be deemed to be covenants
running with the land and the leasehold estates and interests therein of the
parties hereto, and shall be binding upon and inure to the benefit of the
parties hereto, their heirg, personal representatives; successors and
GSB1ENS

T.2 WITHDRAWAL OF PARTY: If any party hereto so desires, it may with-

draw from this agreement by conveying, assigning and transferring, without

varranty, either express or implied, to the other parties hereto who do nol
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desire to withdraw, all of its right, title and interest in and under the
leases included in the unit area, together with the withdrawing party's
intciest in all wells, casing; material, equipmenv, rixiures and Sthcr
personal property belonging to the Jjoint account, but such conveyance or
assignment shall not relieve said party from any obligation or lisbility
accruing or incurred prior to the date thereof. The interest so popveyed
and assigned shall be held and owned by the assignees in the proﬁortion
set out in applicable percentage participation schedules, and thereupon
erty shall he relieved from all obligations and liabil-
ities thereafter to accrue under this contract, and the right of such
party to any benefits subsequently aceruing hereunder shall cease; but
assignees shall pay assignor for its interest in such casing, material,
equipment, fixtures and othe¥ personal property owned by the joint account
at the salvage value thereof computed in accordance with the Accounting
Procedure, Exhibit "D", attached hereto. If all of the parties are not
willing to accept the assigmment of such interest, the assignment shall be
made to those willing to accept such interest in the proportions tha€ their
respective interests bear to the aggregate of their interests in the unit
area on an acreage basis.

7.3 SUBSEQUENT JOINDER: Prior to commencement of operations under

'

the Unit Agreement, all cwnere of working interests in the unit area who
have joined in the Unit Agreement shall be privileged to join in this
agreement by subscribing to the Unit Agreement and this agreement., After
comxencement of operations under the Unit Agreement, however, subsequent
Joinder in the Unit Agreement and in this egreement by any party owning a
working interest in the unit area shall be on such reasonable terms and
corditions as the parties who are then committed to the Unit Agreement and
this agreement may require in view of the circumstances existing at the
time such subsequent Jjoinder is sought.

7.4 SURRENDER OR TFRMINATION OF INTERESTS: No lease committed to

the Unit Agreement shall be surrendered in whole or in part, unless the
parties hereto mutually consent thereto. Should ainy party o
sire to surrender any lease committed to said Unit Agreement and the other

parties should not agree thereto, the party desiring to surrender shall




assign, without express or implied warranty of title, subject to the ap-
proval of the Director of the Bureau of lLend Manegement as to Federal
lands and the Commissioner of Public lands as to State lands, all of such
party’s interest in such lease to the other parties hereto in proportion
to the interests then severally held by them on en acresge basis in the
unit area. If all of the parties are not willing to accept the ags;gn-
ment of such interest, the assigmnment shall be made to those wiliing to
accept such interest in the proportions that their regpective interes
bear to the aggregate of their interests in the unit area on an acreage
basis. Such assignment shall be free and clear of all liens and encum-
brances except 811l lesse burdens existing as of the effective date of the
Unit Agreement, and upon delivery thereof, the assigning party shall be

relieved of all further obligations with respect to the lease or leases

or leases prior to the assignment thereof.

Any Working Interest Owner shall have the right at asny time, whiie
not in default of any of the provisions hereof or indebted to the joint
account, to be relieved of all further obligations on account of said Unit

Agreement, and the provisions hereof. excent the obligstinne to pay

obligatinne ey ©

uch
paxrty's proportiorate part of the cost of any well then driliing under the
provisions of the Unit Agreement or this agreement, by assigning, subject

to the approval of the Director as to Federal lands and the Commissioner

> Lo Oluibe lands, to the other parties hereto in proportion to the interests

then severaliy held by them on an acreage basis, all of the interest of such
party in all leases committed to the Unit Agreement. All such interests
shall be assigned free and clear of all liens and encumbrences. In such
event, the Unit Operator shall pay the Working Interest Owner desiring to
be relieved of such further obligations for such party's proportionate in-
terest in all casing, materials, equipment, fixtures and other personal
Propert he jolub account, the rair salvage value thereof de-~

termined as provided in Exhibit "D" attached hereto.
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ARTICLE VIII

MISCELLANEOUS PROVISIONS

8.1 NOTICES: Except as herein otherwise expressly provided, all
notices, reports or other communications required or permitied hereunder

shall be deemed to have been properly given when sent by certified or

registered mail or telegraph with all postage or charges fully prepaid,
and addressed to the parties herets, at the addresses set opposite their

réspective names, or such cther addresses ee may he thereafier furnished.
The date of service by mail shall be the date on which such written notice
or other communication is deposited in the United Ststes Post Office, or

sent as a telegram, addressed as above provided.

8.2 REIATION OF PARTIES: The rights, duties, obligations and li-

abilities of the paréies hereto shall be seversl and not joint or collec-
i : tive, and nothing herein containcd chall ever be construed as creating a
partnerchip of any kind, joint venture, an association or a trust or as

imposing upon any one or more of the parties hereto any partnership duty,

obligation or liability. Each party hereto shall be individually reébons-

; ‘ ible for only its obligations. as set out in this agreement.

8.3 INCOME TAX ELECTION, SUBCHAPTER K, OF CHAPTER 1, SUBTITIE A,

TNTFRNAT, REVENUE, CODE: DNotwithstanding any provisions herein that the

rights and liabilities of the parties hereunder are several and not joint

or collective, or that this sgreement and the operations hereunder shall

ﬁot constitute a partnership, if for Federal incom= tax purposes; this
agreement and the operations hereunder are regarded as a partnership, then
each of the parties hereto hereby elects to be excludzd from the application
of all of the provisions of Subchapter X, Chapter 1, Subtitle A of the
Internal Revenue Code of 1954, as permitted and authorized by Section T61

of said Code and the regulations promulgated thereunder. Opersator is here-
by authorized and directed to execute, on behalf of each of the psrties
hereto, such evidence of this alection as mey be required by the Secretary
of the Treasury of the United States or the Federal internal Revenue Service,
including specifically, but not by wey of limitation, all of the returns,
statements and data required bnyederal Regulations 1.761{a). Should there

be any requirement that each party hereto further evidence this elcction,
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each party hereto agrees to execute such documents and furnish such other
CVIGLLCE a6 way we aoguiied Uy the Tederdl Inleriai Hevenue Service or
as may be necessary to evidence this election. Each party hereto further
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 or states in which the property covered by this agreemént is lo-
cated, or any future income tax law of the United States, contaiﬁ; Ar
shall hereafter contain, provisions similar to those contained in Sub-
chapter K, Chapter 1, Subtitle A, of the Interral Revenue Code of 195k,
under which an election similar to that provided by Section 761 of said
Subchapter K is permitted, each of the parties hereto hereby mskes such

election or agrees to maske such election ss may be permitted by such laws.

In making this election, each of the parties hereto hereby states that

the income derived by him from the oper

eni, can be
adequately determined without the computation of partnership tsxable in-
come.

In the event Unit Operator executes for and on behalf of the other
parties hereto any election suthorized under the provisions of this section,
Unit Operator shall give notice of such election to the other parties hereto.

8.4 FORCE MAJEURE: In the event any party hereto is rendered unable,

wholly or in part, by force majeure to carry out its obligations under this
contract, other than the obligation to make payments of amounts due here-
under, it is agreed thet upon such party’s giving notice and reasonsbly
full particulars of force mejeure in writing or by telegraph to the other
parties hereto within a reasonable time after the occurrence of the cause
relied upon, then the obligations of the party giving the notice, zo far
as they are affected by force majeure, shall be suspended during the con-
tinuance of any liability so caused, but for no longer period; and the cause
of the force majeure shall, so far as possible, be remedied with all reason-
able dispatch. The term "force majewre'" as employed herein shall mean any
cause not reasonably within the control of the party claiming suspension.
The settlement of strikes and lockouts shell be entirely within the
discretion of the party having the difficulty, and the above mentioned re-

quirement that any force majeure shall be remedied with all. reasonable




dispatch shall not require the settlement of strikes and lockouts by
acceding to the demands of the opposing party when such course is inadvise
able in the discretion of the party having the difficulty.

8.5 CONTRIBUTIONS TOWARD DRILLING: Any contribution, whether of

money or property Iinterest, toward the drilling of any well driiied on
the unit area pursuant to the provisions of this agreement, other:tpan the
initial test well, shall be shared by the parties hereto in pr0p;rtion to
their participating interests in such well; provided, however, participa-
tion in acreage contributions shall be optional with the respective
parties.

8.6 ASSIGNMENTS OF PARTIAL INTERESTS: Notwithstanding any of the

provisions contained herein to the confrary, in executing any assignments
pursuant to Sections 5.7, T.2 and 7.l hereof, where the interest to be
assigned is only as to certain producing formations where State or Federal
lands are involved, and where such assignments are subject to approval by
the Commissioner of Public Iands or the Director of the Bureau of Iand
Management, the interest to be assigned shall be conveyed by approprihte
operating agreements or by any other valid instrument that will carry out
the intention of such provision or provisions.

8.7 PROVISIONS CONFORMED WITH LAWS AND REGUIATIONS: All of the

provisions of this agreement are hereby expressly made subject to all
valia, enforceable, and applicable Federal cr State laws, orders, rules

and regulations, and in the event this contract or any provisions hereof
cnbt With Or COutialy ©U &y suchi law, ULAELr, rulc
or regulations, the latter shall be deemed to control, and this contract
shall be regarded as modified accordingly and as so modified shall continue

in full force and effect.

8.8 FFFECTIVE DATE AND TERM: This agreement shall become effective

as of the effective date of the Unlt Agreement and shall remain in full
force and effect during the term of said Unit Agreement and any end all
extensions or renewals thereof, and, in the event of the termination of
the Unit Agreement for any reason, this agreement shall continue in full
force and effect as to all wells which have not heen plugged and abandoned

as of the time of the termination of the Unit Agreement, and the rights and
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interests of the parties hereto in such wells and their participation in

the production therefrom and in the cost of the operation thereof shall

— e o
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N 5108 herwui, and tnis agreement with respect

thereto shall remain in full force and effect g0 long as any such well
is capable of producing oil or gas in paying quantities, and thereafter
until all accounts hereunder eare closed.

8.9 COUNTERPARTS:

This agreement may be executed in any number of
counterparts, nc one

Aol wraave

of which needs to be executed by all other Working

Interest Owvners, or may be ratified or consented to by separate instrument
in writing specifically referring hereto, and shall be binding upon all
those parties who have executed such a counterpart, ratification or con-
sent hereto with the same force and effect as if all such parties had
'signed the same document and regardlg:-as of wﬁether or not it is executed

by all other parties owning or claiming an interest in the lénds within

the unit aresa.

- IN WITNESS WHEREOF, this egreement is executed by the undersigned

yarties hereto as of the day and year first hereinabove written.

ATIANTIC RICHFIELD COMPANY
; ) o o 0 7 /
+ -2 s

d ! |
_aioh b g el

Attorney in Fact

Address: P. 0. Box 1978
Roswell.,, New Mexico

TNTT OPTRATCOR AND WORRANG INiFRrSY

WORKING INTEREST OWNERS

, HONDO OIL & GAS COMPANY
ATTEST: ﬂ—w*w-@/ LGl o,

Agsistant Secretery

Dete: ENIRYAY, /Jé'ufu/ P i é.\;/

Vice Presigent

Address: P. 0. Box 1978
‘ Roswell, New Mexico
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G. DEE WIT.LIAMSON
Address:

LILLIE M. YATES
- Address:

ACKNOWLEDGMENTS
STATE OF NEW MEXICO ) |
COUNTY OF CHAVES oo
The foregoing instrument. vas acknowledged before me this __ /= — — dsy
e e A—— , 1968, by S. L. Smith, Attorney in Fact of ATLANTIC

'RICEFII:LD COMPANY, s Pennsylva.nia corporation, on behalf of said corpo*e.tion.

B My Commission Explres:

/Zk;t«('TL u.._/‘j /

- My Commission Expires: Notary Public

AV I A

STATE OF NEW MEXICO

BB
COUNTY OF CHAVES ' ‘

The foregoing instrument was acknowledged before me this / -_\day

o2 o7 , 1968, by Stenley L. Smith, Vice President of )
HONDO OIL & GAS COMPANY, & New Mexico corporation, oh behalf of sald corpora=- .
tione. . 7 .
:L' _ g Lo P (/g
/(I_\A_/(A(A )é /// &<

o mene Dhat
LIUUO‘LJ 'y u.u.ay\.

l ¢ / ~7 /
STATE OF ; _
88,
COUNTY OF )

The foregoing instrument was acknowledged before me this day
of s 1968, by

of HUMBLE OXL & REFINING CQMPANY & Delaware corporation, on behalf of sald

corporation.

Notary Public
My Commission Expires: -




HUMBLE OIL & REFINING COMPANY

RSt

R e M By:

P Address:

KERR=-McGEE CORPORATION

ATTEST: By: ‘
Date: Address:

RALPH LOWE ESTATE

RI2EST By:

Date: Address:

PAN AMERICAN PETROLEUM CORPORATION
LTTES T, By

sate: Address:

/ ’ SINCIAIR OIL & GAS COMPANY
STTEST L N e

T T T NG,
T

AssiStainaeuieary

N i .
wETES Wil 1 4 "one
TG T T
BRI !

CURTIS R. INMAN :

Address:

POV G

JAMES A, O'NBILL

Adcress:
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Lhe Joregoing instrunent was acknowledged before me this day of
, 1965, by

- ———

O LiUmMelhs CUPUnATIUN, 8 _ corporation, on behalf

-~ T« a .
DN e TR,
QL sSaid CU‘.‘:\J. ST L0l

Notary Public

~ - ~ .

STATE OF

The Foregoing instrwient was acknowledged vefore me this day of
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Notary Public
¥y Comnmissicn Expires: 1

ss.
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oing insirument was acknovledged verore me this day of

W OSATY AN
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STROLEUM CORPORATION, o corpe ration,
corporatcion. i

Novary Public
My Cliumiisslon mXpLress

e me———— b

e et et
1]
0]
.

‘dotary Public

Tne IomeIsing ingsururenc Was acknowledged before me this day of
s . o) > SINDOO - -
R , 2588, vy O SIMPSON Vice-Prasident
p—
GRS LOMRANY, a v ; corporation, on venall of i
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XERR-¥cGEE CORPCRATION

By:

Adédress:

——————

RAIPH IOWE ESTATE

By:

Address
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ACKNGILEDGVENTS
TATRE O NIV LEXICO ) )
) ss.
"”“\’T‘.’ CF CLAVES )
. - o o

The .o.aom~> instruzent was acknovledged vefore me this / e cay

o s L , 1968, by S. L. Smith, Attorney in Fact of ATLANTIC

Q[ICAT LD CO2AXY, a Penns_/...van;a corporation, on benalf ol saild corporation.
' A N EX /
( [ f /-/7 ,\/.f PN

Yy Comzmission Zxpires: . Ne¢ ary Puollc _ o
/":“/' "‘7./ . . ’ ’ ..‘.
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ATTEST: // /// \7&4

A 5¢7taJr Letary
~Gf
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JCRVICI

H{UMBLE OIL & REPINTNG COPANY

e
g .

Adéress:

KERR-McGEE CORPORATION

By:

Address:

RAIPH LOWE ESTATE

Attoraoey in rglt
Address: P. 0. Box 1k1o

Ft. Worth, Texas

SINCIAIR OIL & GAS COVMPANY

CURTIS me LoAN

;
|
!
H
i
]
i




e T e a1 bt W S =

£ el el S anm e P =
—aiC LOUIJCLN LumumYTon wras soxnawien

jo7)
[Bed

e

jol}

vefore mg this

day of
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corporation, on behalfl

Notary Public

Eaclueyn] "‘l
Klaads

SSe
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The foregoing instrument was acknowledged before me this
» 1988, oy

day of

RO AT OTALTD TOMmAGTTY
ol the RALPE IOWE ESTATE.

Notary Puolic
Yy Commissicn Zxpires:

STATE OF  TEXAS

SSe

COUNTY OF TARRANT

//A The foregoing insitrument was acsnowLeacea vefore me this

/’ l Lo

‘-.—:—n

, 1958, by Vi 1ineon, 9k

‘_/
77 day of

Attorney in Fact

= DR

of PAN A¥FRTICLW PETROLEUM CORPCRATION ;7 a eliavare

on verald o said corporation.

/ o, //;u/f
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corporatcion,

Notary Puolic
Xy Comxisslon Zxpires:

June 1, 1959
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HUMBLE OIL & REFINING CCOMPANY

By:

Address:

KERR-¥cGEE CORPORATION

By:

AT
PRI S,
N
Laies

Address:

ATTEST:

RAIPH LOWE ESTATE

PAN AMERICAN PETROLEUM CORPORATION

SINCLAIR OtL & GAS COMPANY

Sy

Address:

CUATIS R. INWAN

Atdress:
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Tho Joropoing instmiuent was uCAnOVleQ”CQ before me this
, 1968, vy CURTIS R. INMAN.

day of

Notary Public

My Commission xplres:

AT AN
STATS CF

S5S5.

STV A

COUNTY CF

e e

Tne Torezoing instrurent was acknowledged vefore e this
s 1908, by JAMES A, O'NEILL,

day of

Notary Public
My Cormission mxpires:
JOYCE R. LEACH * Notary Puhlic
In ard for IIidiang County, Touas
.Ll Comman Expires Juro 1, 1509

SSe

Ll S

The foregoing instrument was acknowledged before me this
, 1688, by G. DEE WILLIAMSON.

day of

Notary Public
My Cozmission Expires:

AXANTINTIONNS ‘-’
(ORISR 01
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reZoing instrument was acknowledged ovefore me tnis
, 1968, oy LILLIE M. YAT=S.

dey oFf

Notary Public
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HUMBLE OIL & RIFINING COMPANY

SIIILT By:

Zoze: Address:

KERR-McGEE CORPORATION

ATTIST: By:
Date Address:

RALPI LOWZ ESTATE

\&/&\ \X\(\ /\/\[k A -y )//,;,uw / 77@5(4 et
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"Charles L. Morgan. Jr. -~ V. H. Van Horn, Jr.. .

A majority of the duly appointed, qualified and acting
Independent Executors of the Estate of Ralph Lowe, Deceased

/

N~

ny&l e A /1J((,((

Erma Lowe, Individudlly and as
Independent Executrix of the i
Estate of Ralph Lowe, Deceased ‘

SINCLAIR OIL & GAS COMPANY

e DR o -
RO P By
™. - AxoiiL o
‘-J\.-v\, - SINLLL OO .
o PR
PICANVICH

CURTIS R. INYAN

Address:
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Thac Iorogoing Masv-r.er.t was acknowledged cefore me this day of
i9c8, o
O AUAR-ICIL COLPORATION, a corporation, on benalf
O sglld corIoration.
Xotary Public
Yy Commlssion xpires:
L
THE STATE OF TEXAS |
t
COUNTY OF MIDLAND {
The toreoomg instrument was acknowledged before me this s S day of
R 7 , 1968, by H. L. Landua, Charles L. Morgan, Jr., James L.

Morris and V. H. Van Horn, Jr., a majority of the duly appointed, qualified and acting
Independent Executors of the Estate of Ralph Lowe, Deceased, and Erma Lowe,
Individually and as Independent Executrix of the Estate of Ralph Lowe, Deceased.

Y - -

/ o .
i i R P S

Notary Public in and for
Midland County, Texas.

o t

The Torezoing instrurent was acknowledged vefcre me this day of !
.1_908 s oy ;

i

T PAN RVRICAN PRIROLEUN CORPORATION, a cerporasvion,” {

on penal of sald corporation.

Notary Public
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CCLENY, 2 corgoration, on venall oI

Jotary Rublic

or Coonlonion nivaes
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Address:
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March 1, 19686 - ‘ N , I 4

—

Tyon=-
pE N

[§]
se

Wl
// /L‘-f'f /
Address _Z.QL.S_:_.LIL.SL_.Xé.teS

Artesia, New Mexxco 88210

ACKNCWIEDGMENTS
STACT OF W MEXICO )
)} ss.
QUXTY OF CHiVss )
7
Thne Toregoing instrument was acknowledged before me this /T day
IR , 1968, vy S. L. Smith, Attorney in Fact of ATLANTIC

NP /7/1 Z,v

x\ouaz'y rubJ,_c

STATD O NIW MIXICO

CCONTY O mavess

NN
9]
[4]
.

s/~
ng instruxent was acxnowledged vefore me this - aay
oo , 1968, by Stanley L. Smith, Vice President of
‘:C:\T,Q'O-u &S el AN’Y,.a New Mexico corporatinn, on bekalf of said corpora-

' /V - . ./)'%va,/

INAa L A Sl A

\'obary Puol“ ’c

o
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(AU PR VR

Lo Lorezoine L .G nelmewledzed oelore me This aay
% o0, DJ .
ol v o ZERIIVING COMZANY, a Delawere corporetion, oz behell or said

P .
[ PR L S Py

Not a:y Pudlic
My Coooiisolon Zinives:

TILLIE M. YATES, ; ph—

D ““::.“.I\Y, a Permsylvania corporation, on behalf of sald corporation.:
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day of
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PSR PRV )
)} ss.
CoULTY O )
S Iorosolng Lnstmuent was acinowiledged before me this
~0 -
, 1988, by CURTIS R. INVAN.
Notery Puoblic
Sy Ccrmissicn Depire ’
) ss.
COTITY OF )
The Jorczoing insvrurent was acxnowledged vefore me this day of
» 1988, vy JAMES A. O'NEILL.
Notary Public
¥y Corzission Expires:
STaE CF
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SSe
CUUND Y Wl
The Torsgoirng Instrurent wes acknowledged before me this day of
, 1968, oy C. DEE WILLIAVSOX.
ovary Public
Xy Comrission Ixypires:

% CF  NEW MBEXICO
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Lo Tororoiaz insin

lnstrusent was acknowledged vefore me this _lst
Marcen , 1985, vy LILLIE ¥. YATE b, ¥

her husbhand.
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wy Coumiscion Zxmizes
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ATTEST:

Nate:

ATTEST:

Date:

ATTEST:

Date:

Date:

~28-

N~

HUMBLE OIL & REFINING COMPANY

By:

Address:

KERR-McGEE CORPORATION

- PAN AMERICAN PETROLEUM CORPORATION

By,

Address:

SINCLAIR OIL & GAS COMPANY

By:

Address:

\U RN 4\;\_3\ © CEASANN O
CURTIS R. INMAN

Address: Roy 1371
W d Y - Ve T

JAMES A. O'NEILL

LAA_LLh;QSL LLJUv&AQJLb(fh>\W$44$,<1*4__




SLATL OF C;Z&;/‘so ;
. §Se
COUILY OF W )

Lhe rorcgoing instrument was acknowledged before me this 5 day of

~—Zrnawld s , 1968, by CURTIS R. mMAN/aBd MURIEL HENDERSON INMAN,
77

YA

his wile, - \
M—.ﬁ_‘%__
- ELLEN FEGETT—Notary Siffle Fublic

- EbcPireS: In and For Midland County, Y'cxas
é—/-£9 My Commission Expires June 1}, 19__‘_7

STATE OF

)
) ss.
COUNTY OF )

The Toregoing inst. .ment was acknowledged before me this day of
, 1968, by JAMES A, O'NEILL. .

Notary Puvblic
My Commnission Expires:

3
g

STAT )
) S5Se
COUNTY OF )

The foregoing instrument was acknowledged before me this dsy of
s 1968, by G. DEE WILLIAMSON. i

Notary Public
My Commission Expires:

STATR OF

)
) SSe
COUNTY OF )

The Fforegoing instrurent was acknowledged before me this day of

, 1068 ) 1y TLITLTR M. YATES.

Notary Public
Yy Comnission Zxpires:
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LILLIE M. YATES

Address:

ACKNCGILEDRENTS
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ing instrunent was acknovledged vefore me this / day
, 1988, by S. L. Smith, Attorney in Fact of ATLANTIC

-._C,-S::.J_D COxZARY, & Pemnmsylvania corporation, on beheld of sald corporation.
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Cre3oing Iinstrument was acknowledged before me this /> day
Do s 1968, by Stenley L. Smith, Vice President of
& CGiS COMZAXNY, a New Mexico corporatcion, on behalf of said corpora-
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/. ~ i gl
Nipicern ¢ s, \/\/ 7/ / <

Notary Puonlic

Ny et e a. T
-~y [ ERCTCI S VN POC VIS 3~ 3

ARV SR

TN AT
(VIO VTS VN

N
)
} ss.
)

AT AT N~

Gzl > a Delewexre corporation, on venall o said

Rotary 2udlic

.- ~

e OOIIILOSLOI K0T

Ny

i
4
4
v
t
i
L
<
.
v

v by e =y

errr

R




e S

- e T e e

LS N

. [ B e e e ey wten g e
PRoTE) -O-‘V'VO.....Q LnserEienT

Notery Public

Noa EVIOR. N I a T o
s CCIIILSSLO0 Lpires:

STATE OF

CouxyY OF

o P PN s S
The forezoia e

5 instrurent was acknowledged vefore me this day of

Y e e e = o~ .
wf WOINIS3LON axXpPAres:
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Tne Tore

. forezoing instrument was acknowledged vefore me this 2F°~ day of
T, > 1988, by G. DEZ WILLIAMSON.and Lanita C, Williamson,
! his wife,
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Notary Public
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EXHIBIT "C*

SCHEDULE SHOWING LEASEHOLD INTERESTS COMMITTED 70 UNIT;

PERCENTAGE OF BENEFICIAL INTERESTS OF EACH WORKING. . [

INTEREST OWNER AND PARTICIPATION OF RESPECTIVE PARTI(ES

“rema

IN OPERATIONS AND PRODUCTION

. . Percentage. S Overrides and Net Acre
Working Interest ' Cract Acreage Acreage v Basic Other Lease Working
Owners Nos. Committed Committed Total Royalty Burdens Interest Total
Atlantic Richfizld Co. 12 40 .89286 .89286 12.5% 3% 33.80 33.890
Hondo 0il & Gas Co. 9 520" 11.60714 11.60714  12.5% (PP $750 3% 439.40 43e.4¢
p/a}
Humble 0il & Refining Co. 3 210 »wqumo 12,5% 8.125%" 166.6875
6 30 .66964 5.35714  12.5% 8.125% 23.8125 10.50
Curtis R. Inman 3 70 ° 1.56250 12,5% 8.125% "> 55.5625
6 10 .22321 1,78571 12.5% 8.125% v __7.5375 63.5C
Rerr-lcGee Corporation 10 40 .89286 12.5% (PP $750 3% v 33.80
: p/3) .
11 280 6.25000 12.5% 3% 236.60
13 320 7.14285 12.5% 3% 270.40
14 160 3.57143 17.85714 12.5% 3% 135.20 576.00
Ralph Lowe Estale 1 280 6.25000 - ) 12.5% 5% v 231.00
7 640 14.28571 12.5% 5% v 528.00
4 400 _8.92857 29,46428  12.5% 5% Vv 330.00 1038¢.¢C0
James A, O'NMeill 2 40 .89286 12.5% 5% v 33.00
8 40 .89286 12.5% 5% . 33.00
5 40 .89236 2.67858 12.5% 5% J/ 33.00 ¢

— 1 ——————




Percentage _ "~ overrides and Net Acre ,.
working Interest’ Tract Acreage Acreage - Basic Other Lease viorking
owners Nos. _ Committed Committed . Total _Royalty purdens ___Interest Total

oan American Pet. Corps .15 320 - 7.14286 7.14286  12.5% 5% . 264.00 264.00
Sinclair 0il & Gas Co. 17 320 .. 7.14286 7.14286 _wm.m.x. . 0% o - ) 280.00- 280.0C

G. Dee Williamson 18 640 14,28572 14.28572 12.5% 0% _ 560.00 560.0C

" Lillie M. Yates L 16 80 1.7€571 1.78571  12.5% . 6.25% . o 65,00 65,00
_ . : s lll‘ll'lll ; . ' - N . - . - . —— N

N 4480 100.00000 . | . R - 3750.2C -

EEVEN

at
.




Percentage
_ SR o . o Participetior
.. e o Sl Percentage Percentage Production Al

e o L . LT - o IR -Cost Jnit:ial Participa- Percentage Subsequent Wel

. : _ Percentage Acreage After Test Vell And tion Produc- Participa- And Initial
. R R Net Beneficial Contributions Participation tion Initial tion Subse- Test vell
Working Inter- Committed Percentage 1Interest Com- To Initial Operating Costs Test Well quent Well Aftex
est Owners Acres Committed mitted to Unit Test Well Until Payout Until Payout Costs Payout
Atlantic Richfi=1d 40 - .89286 .89889 48,11 1.25473 1.25¢54 1.0738¢ 1.07¢21
Bondo 0il & Gas 520 11.60714 11.68555 625.40 )16.31253 16.37389 13.25¢82 14,02572
- Humble 0il & Ref. 240 5.35714 - 5.06622 240,00 5.35714 5.06622%* 5,35714 5.06622
 Curtis R. Inman 80 1.78571 1.68874 40.00.. =0~ ~0-%* .89286 .84437
Kerr-McGee 800 17.85714 17.97777 400.00 ~-0- -0-* 8.92857 8.98889
Ralph Lowe Est, 1320 . 29.46428 . 28.96122 1587.57 41,40936 40.58068 35.43683 34.77055%
James A, O'Neill 120 - 2.67858 - 2.63284 144,32 3.76450 3.68915 3.22143 3.16100
Pan American: 320 7.14286 7.02090 160.00 -0~ -0-%* 3.57143 3.51045
Sinclair 0il & Gas 320 . 7.14286 7.44641 384.87 10.03866 10.43396 8.59085 8.24018
G. Dee Williamson 640 . 14.28572 14.89282 769.73 20.07732 20.86792 17.18147 17.88037
" Lillie M. Yates 80 .. ~ 1.78571 1.72864 80.00 1.78571 1.72864**% 1,.78571 1.72864
AL aamo. 100.00000 100.00000 4480.00 poo oOOno 100.000CH

100.00000 100.00000
*Inman, Kerr-McGee & Pan American mmnsvvm out H\w interest mOH a free smHH

‘**Hurble & Yates are not participating in farmout acreage and, therefore, will not bear any overriding xoyalty paid to
parties mmnaw:m out, - . : , ' |

v ias~. Sta vt el Gy e P e e
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—artbll BO1 FONENASUNEL
) : Recommended by the
Council of Potrolaum
Accountants Societies of

[ EXHIBIT se D " Nefth Americo.
art ot Cawley Unit Operating Agreement

Attached to and made a part of.... Y37
dated March l,. 21.988 _between Atlantic Richfield. Company,...

ns Overator,.and. Ralph Jowe Est.,. et al, .as8.Non~Qperatora

ACCOUNTING PROCEDURE

{JOINT OrERATIONS)

I, GENERAL PROVISIONS

1. Definitions
“Joint Property" shall mean the real and personal vroperty 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

maintenance of the Joint Property.

“Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators" shall mean the nonoperating parties, whether one or more,

“Joint Account™ shall mean the account showing the charges and credits accruing because of the Joint Operations
ang which are to be shared by the Parties. .

“Parties” shall mean Operator and Non-Operators.
“Material” shall mean personal property, equipment or supplies 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. .

2. Conflict with Agreement
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the agree-

ment to which this Accounting Procedure is attached, the provisions of the agreement shall control.

3. Collective Action by Non-Operators
Where an agreement or other action of Non-Operators is expressly required under this Accounting Procedure

and if the agreement to which this Accounting 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 a’l Non-

Operators,

4. 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, 1or the preceding month. Such bills wiil be accompanied by statements reflecting the total charges

. ang credits as set forth under Subparagraph.......\ .. ... below:
A. Statement in detail of 311 charges and credits to the Joint Account.
B. Statement of all charges and credits to the Joint Account, summarized by appropriate classifications indicative

of the nature thereof,
C. Statement of all charges and credits to the Joint Account summanzed by appropriate classifications indicative
of the nature thereof, except that items of Controllable Material and unusual charges and eredits shall be detailed.

5. Paynueni aud Advances hy Non-Operators .
Each Non-Operator shall pay its proportion of ail such ud}s within fifteen (15) days after receipt therecf. If pay-
ment is not made within such time, the unpaid balance shall bear interest at the rate of six per cent (6%) per

annum until paid.

6. Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operators to .protest or question the correctness
thereof; provided nowaever, all bills and statements rendered to Non-Operators by Operator during any calengar
year shall conclusively be presumed io be true and correci afier twenty-fonr (24) months following the end of any
such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes wriilen excep-
tion thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be made
unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent adjust-
ments resulting {romi a physical inventory of the Joint Property as provided for in Section VII

7. Audits
A Mon-Onarator, upon notice in writing to Operator and ail other Non-Operators, shall have the right to audit
Operator’s accounts and records relating tc the accounting hereunder for any calendar year within the twenty-four
(24) month period fallowing the end of such calendar year; provided nowever, tho malking of an audit shail 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-Operaters, the Non-Operators shall make every reasonable

effort to conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to
the Operator.

II. DIRECT CIIARGLS
Subjeet to limitations hercinafter preseribed, Operator shall charge the Joint Account with the following items:

1. Rentals and Royalties
Delay or other rentals and royalties when such rentals and royalties are paid by Operator for the Joint Account

of the Parties.

2. Labor
A. Salaries and wages of Operator's employces divectly engaged on the Joint Property in the conduct of the Joint

Operations, and salaties or woages of technical employees who are temporarily assigned to and directly
employed onithe Joint Progperty.

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid ¢ the
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section 11
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 Joint Account under Paragraph 1 of Section III, not more than the same
pro rata portion of the benefits and allowances 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 te the Joint Account under Paragraph 2A of this Section IT and Para-
graph 1 of Scction I1I,  If percentage assessment is used, the rate shall be based on the Operator's cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are ap-
plicable to Cperator’s labor cost of salaries and wages chargeable to the Joint Account under Paragraphs 2A
and 2B of this Section II and Paragraph } of Section III

D. Reasanahle personal expenses of those employees whose salaries and wages are chargeable to the Joint Account
under Paragraph 2A of this Section 11 and for which expenses the employees are reimbursed under Operator’s

usual praclice.

e s g
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S Employee Benefits

Operalor's curvent cost of established plans for employces’ group life insurance, hospitalization, pension, retire-
nient, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Opecrator's labor cost; pro-
vided however, the total of such charges shall not exceed ten percent (10%) of Operator's labor costs chargeable
to the Joint Account under Paragraphs 2A and 2B of this Section 1I and Paragraph 1 of Scction 111

4. Materia

[ ’l“o-an :.“‘-0 ~43

Materiad purchased or furnished by Operator for use an-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

to the Joint Propcrly as may be required for immediate use; and the accumulation of surplus stocks shall be aveided.

Transportation of employces and Material necessary for the Joint Operations but subject to the following limitations:

A. If Material is moved to the Joint Property from the Operator’s warchouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the ncarest 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 warchouse 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 railway receiving

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 trucking costs
of $100 or less.

§. 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 III.

B. Use ard service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV,

7. Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because 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

furpish Non-Operators written notice of damages or losses incurred as soon as practicable after a report thereof
has been received by Operator.

8. Legal Expeuse

All costs and expenses of handling, investigating and settling litigation or claims arising by reason of the Joint
Operations or necessary to protect or recover the Joint Property, including, but not limited to, attorneys' fees,
court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of any
such litigation or claims; provided, (a) no charge shall be made for the services of Operator’s legal staff or other reg-
ularly employed personnel (such services being considered to be Administrative Overhead under Section III), ex-
cept by agreement with Non-Operators, and (b) no charge shall be made for the fees and expenses of outside at-
torneys unless the employment of such attorneys is agreed to by Operator and Non-Operators.

9. Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation
thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties.

10. Insurance Premiums

Premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties.

. Other Expoenditures
Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section IU,
and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations.

III. INDIRECT CHARGES

Operator may charge the Joint 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 Section III OR by combining all three of said items under the fixed rate provided for in Paragraph 4 of thxs Sectiocn
III, as indicated next below:

OPERATOR SIIALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF:

[ Paragraphs 1, 2 and 3. (Allocation of district expense plus fixed rate for administrative overhead plus
warehousing. )

(@ Paragraph 4. (Combincd fixcd rate)

1. District Expense

Operator shall charge the Joint Account with a pro rata porticn of the salaries, wages and expenses of Operatc:'s ’

s lala

production superintendent and other employee., serving the Joint Property and other properties of the Operator in
thc same oporatinﬂ area, whose time is not allocated directly to the properties, and a pro rata portion of the cost of

.............. SpCrating a pruduciion oifice known as Operator's ...........

office 1ocated @l OF MEAY oo (ora compaxable omce xf ]ocatxon chanaed). and neces-
sary sub-offices (if any), maintained for the convenience of the above-described office, and all necessary camps,
including housing facilities for employees if required, used in connection with the operations of the Joint Property
and other properties in the saume operating area. The expense of, less any revenue from, such facilities may, at the
option of Operator, include depreciation of investment or a fair monthly rental in lieu of depreciation. Such

charges shall be apportioned to all properties served on some equitahle basis consistent with Operator's accounting
practice.

Administrative Overhead

Operator shall charge administrative overhead to the Joint Account at tlie following rates, which charge shall be in
lieu of the cost and expense of all offices of the Operator not covered by Paragrapa 1 of this Section III, including
salaries. wages and expenses of personnel assigned to such offices. Such charges shall be in addition to the salaries,

wages and expendes of employees of Operator authm ized to be charged as direct charges as provnded in Paragraphs
2 and 8 of Section II.

WELL BASIS (RATE PER WELL PER MONTIH)

PRODUCING WELL RATE
iUse Surrent Producing Depth)

DRILLING WELL RATE
{Use Totol Depth)

Wa!l Depth Fach Wil Flesd Flve Next Flve

All Wells
Qver Ten

The cost and expense of services from outside sources in connection \uth matlels of taxation, tra ‘xc accounting, or
matters before or involving governmental agencies shall be considered as included in the overhead rates provided for in

this
as

s Pavagraph 2 of Section III. unless such cost and expense are agreed upon between Operator and Non-Operators
a direct charge to the Joint Account.

N




3. Operator’s Fully Owned Warehouse Operating and Maintenance Expense
(Describe fully the agreed procedure to be followed by the Operator.)

L U Y

4. "Eér—t;bincd Fixcé ‘itates
Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Section 11, the
following fixed per well ratcs:

WELL BASIS (RATE PER WELL PER MONTH)

TRgIUOING Wrth maAYe

DRILLING WELL RATE {Uss Currant Prccucing Dopth)
(Use Totsl Dcoth) All Wells
Wetl Doepth fach Well Flest Five Next Flve Qver Taoa
All _Qepths.. . ST I EAToL TN 895 e SO = ST —

Said fixed rate (st (shall not) include salaries and expenses of production foremen.

5. Application of Administrative Overhead or Combined Fixed Rates

: ) The following limitations, instructions and charges shall apply in the application of the per well rates as provided

under cither Paragraph 2 or Paragraph 4 of this Section III:

: A. Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the drilling or

! completion rig is released, whichever is later, except that no charge shall be made during the suspension of
drilling opcrations for fifteen (15) or more consecutive days.

B. The status af wells shall be as follows:

(1) Producing gas wells, injection wells for recovery operations, water supply wells utilized for water flooding

! . operations and salt water disposal wells shall be considered the same as producing wells,

(2) Wells permanently shut down but on 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 producing well rates.

{(3) Wells being plugged back, drilled deeper, converted to a source or input well, or which are undergoing any
type of workover that requires the use of a drilling or workover rig shall be considered the same as drilling
wells,

! (4) Temporarily shut-down wells, which are not produced or worked upon for a period of a full calendar month,
shall not be included in the well schedule, provided however, wells shut in by governmental regulatory
body shall be-included in the well schedule only in the event the allowable production is transferred to some
other well or wells on the Joint Property. In the event of a unit allowable, all wells capable of preducing
will be counted in determining the charge.

(5) Gas wells shall be-included in the well schedule if directly connected to a permanent sales outlet even
though temporarily shut in due to overproduction or failure of purchaser to take the allowed production.

(6} Wells completed in multiple horizons, in which the production is not commingléd down hole, shall be con-
sidered as a producing well for each separately producing horizon.

j C. The well rates shall apply to the total number of wells being drilled or operated under the agreement to which
this Accounting Procedure is attached, irrespective of individual leases. .

D. The well rates shall be adjusted on the fitst day of April of each year following the effective date of the agree-
ment to which this Accounting Procedure is attached., The adjustment shall be computed by multiplying the

i rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum

j and Gas Production Workers for the last calendar year compared to the preceding calendar year as shown by

*The Index of Average Weekly Earnings 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 minus the computed adjustment.

e e

? £ he—eonstruction—ei—compressorphmts~water—stations;secondaryTreco : t ST ot
ji ties, anWts, as distinguished from the more usual drilling and producing_operations, Operator
i in addition to the A '-{m%t?d or Combined Fixed Rates provided for-irr Piragraph 2 and 4 of this
! Section III, shall charge the Joint A€ Wonal overhead~charge as follows:
‘ A. Total cost less than $25,000, no charge. o

DB. Tatal cost more than $?5,%gtiess«tha'f$100,000, % O

C. Total cowr’more, % of the first $100,000 plus Ja of alt over=864045 of total cost.

Total post-shaT mean the total gross cost of any one project. ¥For the purpose of this Paragmmponewi

b asirgicprofect-shattnotoeirvuivd svpaiatsy ot e eesiaf-dri trre-weltlsshall-be-excluded:
7. The specific rates provided fer in this Section III may be amended from time to time by mutual agreement beiween
the Parties hereto if, in practice, the rates are found to be insufficient or excessive,

1V. BASIS OF CHARGES TC JOINT ACCOUNT
Subject to the further provisions ¢f this Section IV, Operator will precure all Material and services for the Joint Prep-
erty. At the Operator's option, Non-Operator may supply Material or services for the Joint Property.
1. Purchascs
Material purchased and service procured shall be charged at the price paid by Operator after deduction of all dis-
counts actually received,
2. Material furnished from Operator's Warchouse or Other Proportles
A. New Material {Condition “A’")
(1) Tubular goods, two inch (2”) and over, shall be priced on Eastern Mill base (i, e. Youngstown, Ohie; Lorain,
Ohio; and Indiana Harber, Indiara) on a minimum carload basis effective at date of movement and f. 0. b.
rajlway receiving point nearest the Joint Property, regardless of quantity. In equalized hauling charges,
Operater is permitted to include ten cents (10c) per hundred-weight on all tubular goods furnished irom
his stocks in lieu of loading and unloading costs sustained.
(2) Other Material shall be priced at the current replacement cost of the same kind of Material, effective at date
of movement and £. o. 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 provided for in this Para-
grapn 2 of Section IV,
B. Used Material (Condition “B’ and “C")
(1) Mzterial in sound and serviceable condition and suitable for reuse without reconditioning, shall be classified
as Condition “B" and priced at seventy-five per cent (759) of the current price ol new Material.
(2) Material which cannot be classified as Condivon #B” but which,
(a) After reconditioning will be further serviceable for original funrction as good secondhand Material
(Condition “B"), or
(%) Is scrviceable for original function but substantially not suitable for reconditioning, shall be classifi-
ed as Condition C" and priced at fifty per ceat (50¢5) of current new price.
(2) Obsolete Material or Material which cannot be classified as Cordition “B” or Conditicn ""C” shall be priced
at a value commensurate with its use, Material no longer suitable for its original purpose tut usable for

—_




T some other purpose, shall be priced on a basis comparable with that of items normally used for such other
purpose.
(4) Material involving erection costs shall be charged at applicable percentage of the current knocked-down
price of new Material.
3. Premium Prices
Whenever Material is not readily obitainable at prices specified in Paragraphs 1 and 2 of this Scction IV because of
national emargencies, strikes or other unusual causes over which the Operator has no control, the Operator may
chau,e the Jomt Account for the required Material at the Operator’s actual cost incurred in procuring such Material,
N Mmaning i suitabis for usze, and in maving it to the Joint Property, provided, that notice in writing is
furnished to Non-Opeaerators of the proposed charse prior to billing Non-Operators for such Material. kacn vun-
Operator shall have the right, by so electing and notifying Operator within 10 days after receiving notice from
Operator, to furnish in kind all or part of his share of such Material suitable for use and acceptable to Opcrator.

4. Warranty of Materiz! 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,
S. Equipment and Facilities Furnished by Cperater
A, Operator shall charge the Joint Account 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-
surance, taxes, depreciation and interest on investment not to exceed six per cent (69%) per annum, provided
such rates shall not exceed those currently prevailing in the immediate area within which the Joint Property is
located. Rates for automotive equipment shall gencrally be in line with the schedule of rates adopted by the
Petroleum 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 inform Non-Operators in advance of ihe rates it proposes to charge.
C. Rates shall be revised and adjusted from time to time when foungd to be either excessive or insufficient.
V. DISPOSAL OF MATERIAL
The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi-
tion “A" or “B" Material. The disposition of surplus Controllable Material, not purchased by Operator, shall be subject
to agrecment between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk
and scrap Material either by transfer or sale from the Joint Property.
1. Material Purchased by the Operator or Non-Cperators
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. Division in Xind
Division of Matenal in kind, if made between Operator and Non-Operators, shall be in proportwn to the respective
interests in such Material. The Parties will thereupon be charged individually with the value of the Material re-
ceived or receivable. Proper credits shall be made by the Operator in the monthly statement of operations.
3. Sales to Outsiders
Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the net
amount collected by Operator from vendee. Any claim by vendee related to such sale shall be charged back to the
Joint Account if and when paid by Operator.

} VI. BLSIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT
! Material purchased by ecither Operator or Non-Cperators or divided in kind, unless otherwise a
; Operator and Non-Operators shall be priced on the following basis:
1. New Price Defined
New price-as used in this Section VI shall be the price specified for New Material in Section IV,
2. New Material
New Material (Condition “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).
3. Good Used Material '
Good used Material {Condition “B™), being used Material in sound and sennceable condition, suitable for reuse
i without reconditioning:
A. At seventy-five per cent (75%) of current new price if Material was charged to Joint Account as new, or
B. At sixty~five 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 Material
Used Material (Condition “C"), at fifty per cent (50%) of current new price, being used Material which:
A Ts not in sound and serviceable condition but suitable for reuse after reconditioning, or
B. Is serviceable for original funetion but not suitable for recondiiioning.
H 5. Bad-Order Iiaterial
' : Material {Condition “D”}, no longer suitable for its original purpose without excessive repair cost but usable for
some other purpose at a price comparable with that of items normally used for such other purpoce,
6. Junk Material
Junk Material (Condition “E”), being obsolete and scrap Material, at prevailing prices.
7. Temporarily Uscd Material
When the use of Material is temporary and its service to the Join! Property does not justify the reduction in price as
vrovided 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 valuc of the service rendered.
VI INVENTORID
The Opcrator shall rhaintain detailed records of Material gencrally 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 sueh Materizal as is ordinarily considered controllable. Written notice of intention to take inventory shall be
given by Operator at least thirty (30) days before any inventery is to begin so that Non-Operators may be repre-
sented when any inventory is taken. Failure of Non-Operators to be represented at zn inventory sha!l bind Non-
Operators to accept the inventory taken by Operator, who shall in that event furnish Non-Operators with a copy
thercof.
2. Reconciliation and Adjustment of Inventories
Reconciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortuges
shall be Jointly deterrrined 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 diiigence.
3. Sneccial Inventories
Special inventorics may be taken whenever there is any sale or change of interest in the Joint Property. It shall be
the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest taxes
place. In such cases, both the seller and the purchaser shall be governed by such inventory.
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UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY
WASHINGTON, D.C. 20242

FEB 14 1968

Atlantic Richfield Gompany
2. 0. Box 1978
Roswell, New Mexico 88201

Gentlemen:

Your application filed with the Regional 0il and Gas Supervisor,
Roswell, New Mexico, on February 7, 1968, requests the designation
of the Cawley unit area embracing 4,480 acres, more or less, Eddy
County, New Mexico, as logically subject to exploration and develop-
ment under the unitization provisions of the Mineral Leasing Act,

as amended.

Pursuant to the unit plan of regulations of December 22, 1950,
30 CFR 226.3 (1961 reprint), the land requested, as described on
your plat marked "Exhibit A, Cawley Unit Area" is hereby desig-
nated as a logical unit area.

The unit agreement submitted for the area designated should provide
for the drilling of the initial well to test the Cisco Canyon forma=-
tion of Pennsylvanian Age or to a depth of 7,500 feet. The 1961
reprint of the standard form of unit agreement should be used with
the following moditfications:

1. Change the word "after" to "commencing" in line 1, page 4, of
H

the standard form, Section 2(e). Insert after the word "Director"
in line 21, “"Elimination taking place after the completion of a
well that has deferred elimination shall be effective on the first
day after the cime allowed to commence the next well."

2. Change item 6(b), page 7, to read: ' (b) The selection shall
have been filed with the Supervisor. If no successoxr unit operator
is qualified as herein provided, the Director, at his election, may
declare this unit agreement terminated."

3. The Fair Employment Section of the 1961 reprint should be
eplaced with the foliowiug new sacticn:

2]

“"Nondiscrimination: In connection with the performance
of work under this agreement, the operator agrees to

v/
v
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comply with all of the provisions of Section 202 (1)
to 7Y inclusive of Executive Order 11246 (30 FR 12319),

which are hereby incorporated by reference in this
agreement."

4. Replace section 3 with the following new section:

""3. UNITIZED LANDS AND UNITIZED SUBSTANCES - All land
comumitted to this agreement, as to all formations above
the base of the Cisco-Canyon formation occuring at a
depth of 8,160 on the Welex acoustic velocity log of
the Curtis R. Inman Cowley Draw unit well No. 1 in the
NWiSE% sec. 3, T. 22 §., R. 22 E., N.M.P.M., shall
constitute land referred to herein as 'unitized land'
or 'land subject to this agreement.' All oil and gas
in any and all forxmations lying above the base of the
Cisco-Canyon as identified above, are unitized under

the terms of this agreement and herein are called 'unitized
substances,'"

5. Insert the appropriate language incidental to the inclusion of
State of New Mexico lands in the unit area.

In the absence of any other type of land requiring special provisions
or any objections not now apparent, a duly executed agreement iden-
tical to the 1961 reprint, modified as outlined above, approved by

the appropriate officials of the State of New Mexico, will be approved
if submitted in approvable status within a rcasonable time. However,
the right is reserved to deny approval of any executed agreement
which, in our opinion, does not have full commitment of sufficient
lands to afford effective control of unit operations.

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

form should be followed clesely in the preparation of Exhibits "A"
and "B".

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

lands in Santa Fe. Please contact the State of New Mexico before
soliciting jcinde

firom the State.

Sincerely yours,

- //NKW{1;4~A,- //QY“(zb'klZ«;\

Acting Director
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GMH/esY
BEFORE THE OIL CONSERVATION COMMISSION
d OF THE STATE OF NEW MEXICO
IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION

COMMISSION OF NEW, ICO FOR
THE PURPOSE O SIDERING:

CASE No. 3746

Order Nb. R~ ;34/5797'

COMPANY FOR APPROVAL OF THE CAWLEY

UNIT AGREEMENT, EDDY COUNTY, NEW
MEXICO,

ol

BY THE COMMISSION:

ORDER OF THE COMMISSION

Hobbs,

This cause came fon for hearing at 9 s*c}BER a.m. on _
April 17 , 1968 at ¥4 New Mexico, before the 0il Conser-
vation Commission of New Mexico, hereinafter referred to as the
"Commisgion "

= am

NOW, on this

day of __April , 1968, the Commission,
a quorum being present, having considered the testimony presented
and the exhibits received at said hearing, and being fully advised
in the premises, -

FINDS:

(1) That due public notice having been given as requfred by
law, the Commission has juri

isdiction of this cause and the subiect
matter thereof. :

g S0 DY

(2) That the applicant, Atlantic Richfield Company, seeks
approval of the Cawley Unit Agreement covering 4480 acres, more

or less, of Yederal and State Lands described as follows:

EDDY COUNTY, NEW MEXICOC
TOWNSHIP 22 SOUTH, RANGE 22 EAST, NMPM

S&clfm; ol g Al

Sectiow 1p: 2
Sectiosr 15 wa
Sechions (¢ sl 17 p1l
Sectrom Ko N/z
Sectrer 270 fF7
chﬁékkv 22 4‘{72/




(3) That approval of the proposed unit agrzement should

promote the prevention of wasie and the protection of correlative
rignts within the unit area.

IT IS THEREFORE ORDERED:

(1) That the Cawley Unit Agreement
is hereby approved.

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

principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and eontrol operations for the exploration and developmer.z of any
lands committed to the unit and production of 0il or gas therefrom.

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

T —

above designated.

an executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the event
of subsequent joinder by any party or expansicn or contraction of
the unit area, the unit operator shall file with the Commission
within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or
ratified.

(4)

That this order shall become effective upon the approval

of said unit agreement by the Commissioner of Public Lands for the

State of New Mexico and the Director of the United States Geologi-
cal Survey; that this order shall terminate ipso facto upon the
termination of 53id unit agreement; and that the last unit opera-
tor shall notify &h

-l

¢ Comnission immediately in writing of such
termination.

(5)

That jurisdiction of this cause is retained for the

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

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