CASE 6519: INEXCO OIL COMPANY FOR AP-

PROVAL OF THE BISON WALLOW UNIT, EDDY
COUNTY, NEW MEXICO
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L " Unit Name_ BIson WALLOW UNIT - EXPLORATORY ,_ Q\
_ Operator _ Inexco 0il Company A S
. 4 . County Eddy

‘DATE OCC CASE NO\_~ 6519 EFFECTIVE TOTAL . - -SEGREGATION :
APPROVED OGCC ORDER N1 DATE ACREAGE - STATE FEDERAL INDIAN-FEE CLAUSE TERM -

Comms s« i y . /- 70~ Fo o “ S
ommigsioner Commission _ 7,040,00 1,280,00 5,760.00 =0« Yes 5 yrs..
1-3-80 . . 4=25-79 A
UNIT AREA , ,_
TOWNSHIP 25 SOUTH, RANGE 29 EAST, NYPM . . / - _ o
Sections 25 through 27: " All All acreage committed except 400 acr:s of Federal lands, .,,
Sections 33 through 36: All Total acreage committed is 6,640,00 j
TOWNSHIP 26 SOUTH, RANGE 29 SAST, WMIPM . . . . M
Sections 2 through 4: - All |
Section 9: N/2 .
Section 10: N/2 .
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Unit H_am.Bm Bison Wallow Unit- EXPLORATORY

O.mumﬂ.m.ﬂOH Inexco Qi1 Company ;

County Eddv
STATE INSTI- RATIFIED >o%mbom‘
TRACT NO. TUTION TWP. RGE. SUBSECTION DATE ACRES NOT

. RATIFIED LESSEE

17 c.s. 265 29E ALl 7-18-79 640,00 Great Western Drilling cd
18 c.s. 258 29E SW/4, SE/4NE/4 7-12-79 200.00 _ Inexco 0il Company
19 C.S. 258 29E NW/4 | 7-12-79 160.00 Inexco 01l Cowpany
20 c.s. 258 29E N/2NE/4, SW/4NE/4, SE/4 _ 7-12-79 280,00

Inexco 011 Company
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' , Commlss{oner o[ Pulalic Lands
ALEX J. ARMIJO P. O. BOX 1148
COMMISSIONER July 14, 1981 SANTA FE, NEW MEXICO 87501
an -
Inexco 0il Company .
1100 M¥ilawm Bldg., Suite 1300 ’ /

"Houston, Texas 77002

Re: Bison Wallow Unit
Eddy County, New Mexico

ATTENTICN: Mr. L. J. Tacconi

Gentlemen: 1 _ ;

Please be advised that the Bison Wallow Unit, Eddy County, L//
New Mexico has been terminated by this office effective as of July
2, 1981, being the date your second test unit well was to of been
commence. The USGS gave their termination July 10, 1981 Effective
23 of July 2, 1981, :

Please notify all interested parties of this action.
Very truly yours,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

BY:
RAY D. Gl‘A;lllA‘l}:, ulx cter

0il and Gas Division
AC 505-827-2748

AJA/RDG/s , }///,//’
JH 0CD-Santa Fe, New Mexico
: USGS-Albuquerque, New Mexico
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South Central Region
?. 0. Bax 26124
Albuquerque, New Mexico 387125
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Inexco Oil Company
Attention: L. J. Taccon
1100 Milam Ridg, | Suite

Houston, Texas .77002

i
Tone
1 Juy

Gentlemen:

The Bison Wallow Unit Agreement, Mo. 14-08-0001-18040, Eddy County,

Hew Mexico, was approved January 10, 1980, effective as of the date of
approval. The term of such agreement is contingent upon the unit opera-
tor drilling onc well at a time, allowing not more than six months time
betvieen the completion of one well and the beginning of the next, until
a well capable of producirng unitized substances in paying quantities is
completed.

Our regords show thot the initial test well was completed as a non-
commercial producer on July 2, 1980, making the secorid unit test well
due to be commenced by Janvary 2, 1981. Your request for a six-month
extension of time in which to commence drilling the second unit test
well under the terms of the agreement was approved, making the seeond.
test well due to be commenced by July 2, 1981,

inasmuch as the second unit test well was not commenced, the Bison
Wallow Unit Agreement is considered to have terminated automatically as
of July 2, 1981, pursuant to Scction 9 of the unit agreement.

Sincerely yours,

(ORIG. SGD.) GENE F. DANIEL

Gene F. Daniel
Deputy Conservation ianager
0it and Gas ‘

cc:
BLM, Santa Fe ’ s
Com. of Public Lands, Santa Fe

N.M.0O.
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S
OIL CONSERYATION
SANTA ff
) South Contral Region
v P, O, Box 26124
Albuquerce, Jlow Mexico 87125

Coquina 011 Coxporation
Attention: PBetsy S. Perry
P. 0O, Drawer 2900

Midiand, Tetasd 72702

Centlemen:

Inclosed 18 an gpyproved copy of Commnliization agreement Ko, SCR-10Y,
involving 160.0 acres of land in Federal leasea NM-10242-7  221-3227C
and H+=-22631 and 160.0 acres of Fee land, Eddy Conty, Neww Mexico,
comprising a 320.0-acre well spacing unit,

The agreement commnitizes all rights as to natural gas and associated
liquid hydrocarbons producgible from the Atoka and Morrow formations in
the 1% section 33, ''. 22 S., B, 22 B., HaLPM,., and is effective

May 5, 1981,

You are requestexd o fumish all interested principals with appropri-
ate evidence of this approval.

Sincerely yours,

(ORIG. SGD.) JOEG. LARA
For Gene F. Daniel

Peputy Conservation Manager
011 and Gas

T T Arvn v
pstoteretine

ce:
BIM, Santa Fe (w/enclosure)

Roswell District {w/enclosure)

Dvision
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Commissioner of [iblic Lands

s
.

P. O. BOX 148
SANTA FE, NEW MEXICO 87501

Incxco 0il Company

February 25, 1981
./,

1100 Milam Building- Suite 1900
Houston,; Texas 77002

Re: Bison Wallow Unit
Initial Participating Area
Wolfcamp formation
Eddy County, New Mexico

ATTENTION: Mr. L. J. Tacconi
Gentlemen:

The Commissioner of Public Lands has this date appioved the
Initial Participating Area for the Wolfcamp Prmation for the Bison
Wallow Unit, Eddy County, New Mexico. Our approval is subject to like
approval by the United States Geolvgical Survey. The New Mexico 0il
Conservation Division gave their approval on February 17, 1981.

Enclosed is one approved copy for your files.

On December 30, 1980, this office wrote you a letter asking for
additional information on your 1981 Plan of Development. To this date
we have not received an answer from you. Please let us hear from you
regarding our lcttcr of iue above meutioned date.

Very truly yours,

ALEX J. ARMIJO »
Commissioner of Public Lands

BY: ,
RAY D. GRAHAM, Director
01l and Gas Division '

AJA/RDG/s
encls. ' -
cc: OCD-Santa Fe, New Mexicok////
USGS-Roswell, New Mexico
USGS-ALBUQUERQUE, New Mexiceo
'“.I-“M\ -




INEXCO Ol COMPANY

August 26, 1980

United States Geological Survey
South Central Region

pP. O.

Box 26124

Albuguerque, New Mexico 87125

Attention: Armando Lopez

Re:

Gentlemeh:

.y /7

Bison Wallow Unit NM146
No. 14-08-0001-18040
Eddy County, New Mexico

Attached are copies of Well Completion or Recompletion Report
and Log, Sundry Notice and Reports on Wells, and a Gas Well
Shut-in Pressure Report filed with your Artesia, New Mexico

office.

The purpose of this letter is to verify that the

unit should now be considered a producing unit and to advise
the owners under the unit to pay rentals for the extended
terms of their leases.

The Bison Wallow Unit #1 well should be tied into the El
Paso line within th¢ next ten to fifteen days and on produc-
Shortly thereafter, we shall apply for the initial
participating area and file our plan of development pursuant
to the terms of the unit agreement.

tion.

should you have any questions, please advise us at vour
earliest convenience.

Very truli yours,
A

Jl

Tacconi

rea Landman

LJT/ph.
Enclosure

ccC:

Llex J. Armijo )
Commissioner of Public Lands
P. O. Box 1148 ,
Santa Fe, New Mexico 87501
Attn: Ray D. Graham

0il & Gas Division

Addressee List Attached

1100 MILAM BUILDING - SUITE 1900 - HOUSTON, TEXAS»7700‘? *{713) 65!-3309

New Mexicc 0il
Conservation Commission
State Land Office

Santa ¥Ye, New Mexico 87501




ADDRESS LIST

#obil Oil Corporation

9 Greenway Plaza

Suite 2700

Houston, Texas 77046 )
atleintion: Mr. S, W. akers

Phillips Petroleum Corporation
311 Phillips Building
Odessa, Texas 79761
Attention: Mr. Paul E. Hanna

El Paso Natural Gac Company

1800 Wilco Building

Midland, Texas 79701 ' -
Attention: Mr. Robert D. Janssen

Mar-Win Development Co.
P. O. Box 874
Midland, Texas 79702

Great Western Drilling Co.
P. O. Box 1659

Midland, Texas 79702
Attention: Mr. w. 7. Cowan
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L DEPARTMEN, OF THE INTERIOR I T e Tty
GEOL OGICAL SURVEY

T WELL COMPLETION OR RECOMPLETION REPORT AND LOG*

1
o A0478282
6. l\m\m AiLOTIEL Ol TAINE NAME

. TVPE OF WELL: Y e e e e
WELL D Wit .;J pay I:] Other e e—tdarted ‘gg"qgﬁ"‘ 1" “thmt
T e e £ wgre e (= ey [ 7-12-19 No.14-08-0001:16040__
WELL &; OVER | £y D PACK ; r.rsvn,.:] Other — S. FAHM OR LLASE NaME

2. SAME GF GFERATOR T Bison Wallow

’ 0. WELL No,
Inesco Qi) Compamy
3. ADLRESS OF UFERATOR 1 .
10, FIELD AKD POOL, OR WILDCAT
T____..)..L()I)__MJLJ,zn m_Bldq.., . Suit 99 ——Houston, Tex._ 22002
4. LoCATION oF WELL (Report Tocatlon cleoriv and T’u accordancc wil ”u'ﬂh!&rrauln mrnn\ . |
e an A o g L: [} frriesee | Wildeat
el FUTIa 2 "‘""“W { Ti1skC, T, R, LOCK AND SUAVET
1980' FNL & 660' PEL a?&x) or anga e onorec s

At top prod. Interval reported bdelow

Al total qepy  S2TE @S above - JUL 30 1980

Sec. 34, 1255, R29E

; xmmu UATE 18Ut | TIZ.€OUSTY o7 13.
same as above S; htLLan'/ﬁ_ bUs\f.’rY panisH STATE
—————— “{iE P I Glntaktete EdAy New Mexico
15. pAYE SPUDDEZO ’ 16. DATE T.D. ACACHED | 17. PATE coMPL. (Ready to pfod %‘Ltlﬁff&{s (OF, REB, RT, G8, £7C.)* | 19. ELEV. CASINOHEAD
12/31/79 | 4/03/80 1/02/80 X 2988.3 GR 2987.3
20. TOTAL DEPTH, MD & TVD | 21, PLUO, BACK 7.D., ::D & Tvo | 22, IF MULTIFLE COMTL, 23.INTERVALS ROTARY TCOLS CABLE TOOLS
i How ANy DEILLED BY ‘
14391" | 14308 | -2 et { —— [ 0-14391"  |--smmeeeee-
§'4_ rRODUCING :P-"H'nvn!.ls\ O TR SO -:;.17;:':,7{:‘.\_ T O R I A T | 29. WAS UIKLCALUNAL
SUAVEY MaDE
11379' - top ~
11449°' - bottom Wolfcamp Yes-attached
28 TYPE ELECTAIC AND OTHER LOGS AUN [ -7 Laterolog Micro SFL, Fracture I.D. Log, 37. WAS WLLL CORXD
Borehole Compensated Sonic, & Compensaled Neutron-Formation Density No
298, : CAY l\‘a RECORD (chort all strings sct {n rwell)
T T TEaxiNe st WEICTIT, LB/F1. | DERTN T T T o sIZE T EENERTING WECORD : AMOUNT PULLED
20" |..o9.4 I 303° . 800 sx "C" + 2% CaCl2
.13-3/8" | _61, . i 3010° 17-1/2" | 2920 sx Helliburton Litei+ 300 sx “C"
_9-5/¢" 47, i 11154" 12-1/4" 985 sx TLW + 300 sx "H"
5=1/2" 20, i 14391 | 6-1/2" 1100 sx "H" + 535 sx "H"
20. LINER RECORD . 30. TUBING RECORD
s12E TOP (MD) ! 80TTeM (MD) }SACKS CEMENT® | SCREDN (N0 5128 DIPTH AET (MD) PACEER 8ET (MD)
l 2-7/8" 11315° 11315"
31. TER¥ORAYION RECORD (Inierval, #52¢ and numbcr) . { a2, ACID, SHOT, FRACTURE, CEMENT SQUEEZE, ETC.
DEPTH INTERYAL (3D) AMOUNT AND KIND OF MATERIAL UBED
% -
11379 ~ 11449*' w/2 SPF 11379-11449 10,000 gals MOD~202

33.0 - i PRONDUCTION

DATE FIRST PAODUCTION [ PRODUCTION METHuD (Flowing, gas Bijt, pumpirg—sizé and (ypc 0f pump) 7 wnh!. s;_n;rus (Producing or
hut-in
_j?m.usm Flowing . !shut in
oAfE OF TEST NOURS TESTED CHOKE #izE FROD'N. YOR CIL—EBL. GAS—MCF. WATER—BRL. GAS-0IL RATIO
TEST PERIOD | l
2/80 18/€4" —>» |32.2 833 j 1.84 30.531
7iolv. TUBING PRZSS. | CANING PRESSURE | CALCULATID OIL—NBL. GAS-—MCF. WATLR—NBL. 01l GKAYITY-AFI (CORR.}
. 24-1TULK RATE
27 P.O. —- | 96.60 | 2500 |  s5.s2 61.4 @ 60 ~
34. DISPOSITION OF aaS (Sold, weed for fucl, vented, eic.) | TZYT WITNESSID BY

- Vented ] e e ey e e e -
30. LIST OF ATTACHMENTS -

Qne._gc angd_copy of the directional survey

35.10n ereby ccmz !? torego$n~ snd alhched Information i complete and correct as determined trom all available records ’
SIGNED m TITLE _Production-Clerk DATE __7/28/80Q .

*(See !nstiuctions and Spaces for Additional Data on Reverse Side)




INSTRUCTIONS ' v . S

General: This furin §3 designed for submltting a complete und correct swell completion report and log on ull types of lands aml lenses oy either a Federul agency or a State agescy,
or buth, pursuant to applicadle Federal and/or State Iaws and regulations.  Avy necessary special instructions concerning the use of this form aml the number of copics to be
subwitted, partivularly with regard to loeal, area, or replonnl procedures and praclices, either are shown beluw or will be Issued by, or mny be obtained frow, the local Yederal
aud/or State oflice,  See jostructions on ltems U2 aad 23, and 33, below regarding separate reports for sepurate completions,

1¢ not fled prior to the thne this summary record i3 eubmlucd mplos of all cutrently avallable logs (drillers, geologists, sample nod core nm\l)sls all types electric, ete.), fnrne.
tinn and pressure tests, and directional surveys, should be attacied hereto, to the extent requiced by applicavle Federal and/or State laws and regulations.  All atfarhments

should e disted on this ferm, see item 35. i
ftem 4: 1L there aee no applicable State reqeirements, locationg on Federal or Iudlau land should be deserlbed ia ncco—dnnce witlh Federal reguirenments.  Conzult tocnl State

or Federal oflive for speeific Jostructions.

ftem 18: Iudivate which elevation Is used as reference (where not otherwise shown) for depth measurcmnents giveu In othcr spnrcs ou this form and In any attachinents.

Hems 22 ond 24: If this well Is completed for sevarate production from moroe thon one lntoreal sone (milinle completion), ss state I dem 22, dod i itein 23 show the produeing
interval, or Intervals, top(s), bottom(s) and name(s) (If any) for only the interval reported fn l(cm 33. Submit u separate report (page) on this form, adequately ideuthlied,
for eas- ‘h additional intersval {o be separately produced, showiug the additfonal data pertinent to such Interval.

-

ttem 29: “Sacks Cement': Attnehed supplemental records for this well shiould show the -letails of nny mulllp!e stage cementing and the locatlon of the comentine tagl
fiem 33: Snbmit # senarate comnlation renork on this form far anch dntarval 6o b commenteots toldonsd’ See tnsteuetion for Boms 22 and 24 abuove)
37. St MMARY OF POKOUS ZONES: ’
SHUMW ALL IMFORTANT 20NES OF FOXKOSITY AND CONTENTS TI3JREOF; CORKD INTERVALR; AND ALL DAILL-STES TESTS, INCLUDINO | 3R. GEOLOGIC MARKERS
DYEETAHR INTERVAL TESIED, CUBHEION USED, TIME T00L OFEN, PLOWING AND SUUT-IN PRESSUKES, AND RECUYVERIEN
FORMATIONX TOV BOTIONK DESCRIPTION, CONTENTS, ETO. . T
I . e i § = rn NAME r—

MEAS, DEPYTH TRUZ YEBY. LEPTH

Quaternary - 0-35"
Perm Dewey Lakd 35-11q"
T. Anhy - 110"
T. Salt 395"
B. Salt 2605
Del. Lm, 3052
Del. sSQ&. 3078
Cherry Canyon 4194"
shy Canyon 5614'
Bone Springs 6835"'
3rd. Bone Sprirgs 9683" .
P Wolfcamp 10065!
I, Yolfcanmp 11259
Bison Wallow Pady 11379 "
Phantom Draw Pay
. & Corral Draw Hay 11602
’ : T Cisco (Bough c) 12358
Canyon 12486’
Strawn 12641"
. . ALUR izo80z°
| | Morrow 13399
— O LrCW CTAUSTITS rJ>0350

R U.S. GOVERVMENT PRINTING OFFICE: 1974 -780-680/VI11-238 (A zone)
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A TN <D STATES L e Tt e, 42 21
DEPARTMEN. OF THE INT LHIOR e sl IoOLEANE BRSO OO VNG RERTAL MO
[ o4 ‘i
LGEOLOGICAL SURVEY e | M 0473 ,
I N AN, K101 G [huxl', NAMT
SUNDRY NOTICEL AND REPORTS ON WELLS
Pt ane thiy for fur preposals (o aodl or Lo deepen o plugt back oo ifferent pepervalr,
Use “APPHTCATION Ot PERMIT 7 fae <uch propoals,)

t. T - - 1 . ot aram s

g, D AR rSi dated ! é ” g dlf “"Unlt
Joenne LD AR e e 2222212279 Mo, l4~.08_-,0001:,18_0_4_Q,_-
Y, NAME OF OFERATUA 8, YAaRM Ot LEASK NAMKE

A g L&) . — f e dm— —— - .

& s TR —exco Qil Company meremr— o BisOn Vallow o
] 1100 Milam leg. , Suite 1900 Hous ton, Tex. 77002
A TLACRTION F W U ar UTaraten eleh T Al b agedilance I Ay e reanl et i T T T T T T, O WL CaT

-’-- YR Y AT iiuw,y

Al El!lll‘\k . ~_ﬂild§_¢2§_~

Unit Letter H lozated 1980' FNL & 660' FEL 11, 8¥C, ¥, ity M. OR LLK, 41iD
SULVEY OR ALKA

________ ) o ___.' o Sec. 34, '1‘258 R29C
TR an, | 107U VATIONS 18haw whithor WF, BT, G, €16.) TTTTITTETCOONTY o8 raxisiij 13, STALE

“““““ CooomTemowew--- o 29883 GRO _ Eddy New Mexico
1. Check Appropnate Box To Indicate Noture of Notice, Report, or Other Data

NOTICB OF INTENTION 100

[LST WATER SUUT-OFF | l

FRACTUHE TREAT ! | MOLTICLE COMPLETE

R
PELL 0% MTER CASING {

ST QR ACINIZE

NLPPAIR WELS, CHANGE 'EANS

SLBRRTQUENRT BlvunT UF:

WATER SHUT-0FF

!‘“'\

' REPATRING WELL.

L__ .

*';ce belo«v

Ullhrr)

i
' |
| |
!
-—_—l : P
t ABRANDGN? I

proposed wark, 1€ well i dircctionally drilled, give subsurface loeativns nod nieasueed nnd teue vertlenl depths for all muikers and zones perti-
nent to this work.) * .

*Shut ih pending pipeline connection.

Well statiscally complete Perforated

11379' - 11449' Wolfcamp,

4 as a shut in gas well 7/02/80.

> v

£ "'“/r @ Yicyy

I3 WSO R A =0

n
| g !
i
FRACTUHY TREATMENT | ALTERING CASING
i
SHOOTING QU ACHIRING | SHANLONMENTS
TOUNEEY e e e it e s 2t e ———— J
(NerE D Repart sesults u! wultiple cyopletion on “cu
. ' muph Ilnn or Recompletlon Repurt snd f.ng form.)
17. BRRCRMIE PROFONED OR ¢OMPLETED m-u:nm\s .\ learly state l" pe r:ln-m d-lnh sl zive pe rum nt dules, dne Jmllm: estiinated nhlo :-( slnr!lm. nm
JUL 301930

U.S. GECLUGICAL SURVEY
ARTESIA, REW HE/ICO

28/80

he forcgolng Is true angd correct
A ,& A/ TiTLR __.Ezoduatlon..clnxk_.___,_ DATE __2

{Ihis space for Federal or Sln(e otlice use)

P TR 1T S patE i 2 4 1S80

v 4

APPROVED B¥rje ity :ooves

CITTOTER TITLE Gl
CONDITIONS OF APPROVAL, I¥ ANY:

*See Instructions on Reverse Side

i
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-Frser : 37422 1100 Milam Bldg-Suite 1900] '™ A T Crnty A g
‘nexco 011 Company Houston, Texas 77002 Bison Wallow Area-wolfcamp Eddy 7
LEASE  {weLL no. LOCATION DATE PRESS.| TIMES.L, | 5.1, PRESSURE [ S.t. PREGSURE | PREV, TESY
|y scc. Tar, | RGE. RUN HRS./MIN, FS1G (0 T) FSIA DATE
Bison Wallow Unit lk{, 1 - - - - 7/23/80 -~ 6283 6296 .2 7/5,80
n
uyﬂ‘\‘

\
¢

1

1 ! 1 1 I I ! J

D Nereaby ceftify that the adove informating is true ond complcie © the best of my knowicdge 2ad belicl, SZE RULE 402

JARREL-SPRVICES ,~INC. :
Toznztite ( ({/gé’%_/ Title e ogent Drta __July 24, 1930
=
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STATE OF NEW MEXICO

ENERGY ann MINERALS DEPARTMENT

OlL CONSERVATION DIVISION

BRUCE KING » POST OFFICE BOX 2089
GOVEANOR . i STATE LAND OFFICE BUILDING

LARRY KEHOE SANTA FE, NEW MEXICO 87501
SECRETARY . April 13, 1981 10091 627.2434

Inexco 0il Company
1100 Milam Building
Suite 1900

Housten, Toxas 77002

Attention: L. J. Tacconi
Re: Tase No. 6519
Bisan Wallow lUnit

Extonsion off Time
Gentlenmen:

We hereby approve the extension of six months from
January 2, 1981, for the driliing of a second test well
on the Bison Wallow Unit, £ddy County, New Mexico, sub-
ject to like approval by the United States Geological
Survey and the Commissioner of Public Lands.

One approved copy of the Extension is returned

. T herewith,
Yours very truly,
JOE D. RAMEY
Director

: JDR/EP/fd

. enc.

¢e: U.5.6.5. - Albquerqué
Commissioner of Public Lands
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March 26, 1981 s um
United Statcs Cccological Survey cho RS TR (B1y
P.O. Box 26124 LATA FE

Albuquerque, New Mexico 87125

Attn: Armando Lopez

RE: Bison Wallow Unit NM 146
Cert. No.
Eddy County, New Mexico

o~ e W
venulaeinens

Pursuant to the terms of the Unit Agreement, a second ex-
ploratcry well was to have been drilled on the referenced
unit on of about January 2, 1981, in the event production,
as defined under the terms of the Unit Agreement, had not
been established. As you know, we originally thought

the Bison-Wallow Unit #1 well qualified as a producing

well within the outlines set by the Unit Agreement. Sub-
sequent decline in pressure and production has clouded the

issue.

We are presently engaged in reworking the well by perforating
and acidizing the following additional intervals not
heretofore open in the Lower Wolfcamp zone:

Intervals ' Feet of Perforations
11,364*' - 11,374" 10!
11,451" - 11,453' 2!
11,460' - ll 464! ‘ as
11,466' - 11,468"' 2!
11,478' - ll,480' 2!

11, 497' - 11,514" 17°
11,519*' - 11,521" : 2!
11,538‘ - 11,550" 12!
11,564 - 11,567°' 3!
11,591' - 11,594" . 3!

57' Total

1103 MILAM, BUILDING - SUITE 1900 - HOUSTON, TEXAS 77002 - (7f§)651-3300




United States Geological Survey
March 26, 1981
Page Two

It is respectfully reguested that an extension of six (6) V///
months from January 2, 1981, be granted before the second test
well be drilled on the Unit Area in order that we may properly
evaluate the results of our endeavor. We apoiogize for our
lateness in this request, but circumstances with the well

have made us change and evaluate our plans several times.

Very truly yours,

C::;ZZ . Tacconi
ea Landman

LJT/pr

cc: State of New Mexico
Commissioner of Public Lands
P.O. Box 1148
Santa Fe, New Mexico 87501 v
Attn: Ray D. Graham , -

y~State of New Mexico
0il Conservation Division
c/o State Land Office Bldg.
Santa Fe, New Mexico 87501

Approx/sr?\_.‘w i o |

.nclor
Ol Conszrvaion Divisin

Enerpy ord Minerats Department

f"""")‘./’l.
GiTAL




OIL CONSERVATION DIVISION
P. O. BOX 2088
SANTA FE, NEW MEXICO 87501

February 17, 19381

Inexco 041 Conmpany
I 1100 Milam Building Suite 1900
Houston, Texas 77002

Attentions L. J. Tacconti

TN
[()J fle: Casues Na. 4517
il Bison Yallow Unit
! b Initial Parxt s..u..npa\..l.ng
k& ) Area for Wolfcanp Formation

Gentlemen:

He hereby approve the Initial Participating Area for
the Wolfcamp Formation for the B1son Wallnw Unit, £ddy
County, New Mexico, subject ta like appraval by the United
States Geologicsl Survey and the Commissioner of Public Lands,

One approved cepy of the Initial Participating Area is
returned herewith,

Yours very truly,

IDE D, RAMEY
Dirsctor

JOR/EP/fd
enc.,

== T g =

cer U.S.G.5. ~ Albuquerque
Commissioner of Public Lands




INEXCO Oll. COMPANY é'é///. ’
December 22, 1980 ) n:\fZ%SSSK‘*UALQLrW
[ i T e
! nEC‘29198O g‘

. 1 '
Arca 0il and Gas Supervisor sy
OIL \/\...s;.».‘.ﬁ“l‘,.l -t ION

United States Geological Survey

South Central Region [7kf SANTA FE
P. 0. Box 26124 .
421 Gold Ave. SW /,H )

-4
Albuguergue,; New Me&Xico ;w/)% é/g

Attention: Mr. Armando Lopez

Re: Application for Approval
Initial Participating Area
Wolfcamp Formation
Bison Wallow Unit NM-146
No. IZ=08=000I-18040"
Eddy County, New Mexico

‘Gentlemen:

Enclosed for your consideration in guadruplicate are the
following:

1. Application for approvai of the Initial Participat--
ing Area Wolfcamp Formation dated December 22, 1980.

2. Plat marked Exhibit "A" which has delineated thereon
the proposed Initial Participating Area Wolfcamp
formation.

3. Schedule marked Exhibit "B" describing the lands
and leases within the proposed participatingrarea.

4, Geological plat showing the top of the Lower
Wolfcamp.

Your approval is therefore requested for the lands indicated
in the enclosed Exhibit "A" as the Initial Participating Area’
Wolfcamp Formation effective as of July '3, 1980.

Very truly/yours,

ea Landman

LJT/ph ,

cc: State of New Mexico ~~ State of New Mexico-
0il Conservation Division Commissioner of Public Lands
State Land Office P. O. Box 1148
Santa Fe, New Mexico 87501 Santa Fe, New Mexico 87501

1100 MILAM BUILDING - SUITE 1900 - HCUSTON, TEXAS 77002 - {713} 65) 3300
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INEXCO OIL COMPANY

December 22, 1980

Application for Approval of
the Initial Participating Area
Bison Wallow Unit NM-146
Cert. No. 14-08-0001-18040
Eddy County, New Mexico

Area 0il and Gas Supervisor
United States Geological Survey

Inexco Oil Company as Unit Operator for the Bison Wallow Unit
Agreement respentfnlly . rogucsts youlr appiuval, pursuant to
Section 11 of the Agreement, of the selection of lands indicated
on the land ownership map, attached hereto as Exhibit "A", to
constitute the Initital Participating Area for the Wolfcamp
formation. The participating area consists of 320.00 acres,
more or less, in accordance with State regulations.

The schedule of lands attached hereto as Exhibit "B" describes
the Bison Wallow Unit participating area and indicates the per-
centage of participation credited to each lease or tract in
said area.

A geological map attached hereto as Exhibit "C" is being submit-
ted as justification for the proposed Initial Wolfcamp Partici-
pating Area.

The request for approval of the Initial Wolfcamp Participating
Area is predicated upon the information obtained by the comple-
tion of the following well:

- INEXCO BISON WALLOW UNIT NO. -1 WELL

‘Location: 1980'FNL 660'FEL Sec. 34-T25S, R29E
Completed: July 3, 1980 ’

First Sales: September 10, 1980

I. P.: 1.3 MIACFPD with 54 BCPD

FTP: 6,300 PSI

Cumulative Sa1es To Nov. 30, 1980 540 BBLS 0Oil
39,588 MCF Gas

Pursuant to Section 11 of the Unit Agreement, the Initital
Partlclpatlng area should be effective July 3, 1980. Your
approval is therefore requested for the selectlon of lands indi-
cated on the attached Exhibit "AY,

/7<§X thig 22

day of December

INEXCO IL N‘ff THE COMMISSIONER OF
s%am OF NEW MEXICO. Puiticianos

Dircetar

~ Oll Consstvation Dlvisiéh /Cy Tacconi
Energy and Micerals Déharimens Ardd Landman

e N

1100 MILAM BUILDING - SUITE 1900 - H())USTON, TEXAS 77002 - (7 |3j 651 -3300

¥l APPROW\L GRA:
‘ ‘ - NTED SUBJECT TO LIKE APSROV
[PPSO BIING GRANTED BY THE U2 NITED STATES LGED ""z"ov}‘Al
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LZASE NO. &

Exhibit "B" :
Initial Participating Area Wolfcamp Formation
: - Bison Wallow Unit Agreement

Eddy County, New Mexicéd

' PARTICIPATING  PERCENT OF OWNER OF PERCENT OF ~WI PERCENT OF
TRACT NO. TYPE OF LAND DESCRIPTION AREA (Ac.) PARTICIPATION _ RECORD TRACT °  PARTICIPATION
2 05A T25S, R29E , |
NM-0478352 Section 34: E/2 320.00 100%

o R A b v nsm v ettt

Mobil 0il Corp. 100% 100%
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OIL. CONSERVATION DIVISION

P. 0. BOX 2088
SANTA FE, NEW MEXICO 87501

February 17, 1981

Inexco Uil Company
1100 HMilam Building Suite 1900
Houston, Texas 77002

Attontion: L. 3. Taccond

a2 Caae Nn. 6519
3%son Yallow Ynit
1981 Plan of Development

e

(
~

Gentlemen:

Wo hereby approve the 1981 Plan of Development for thas
Bison Wallow Unit, Eddy County, New Mexico, subject to like
approval by the Unitsd States Gaologlical Survey and the
Commiasioner of Public Lands.

One approved copy of the Plan of Development is returned

herewith,
Yours very truly,
JOE D. RAMEY
Director
JOR/EP/fd
. 8NC.

c¢: U,5.,6,5. ~ Albuquerque
Commissioner of Public Lands

== T O =
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[

INEXCO OIL COMPANY

December 19, 1980 yd

United States Geological Survey

South Central Region ?

P. O. Box 26124 = &l
421 Gold Ave. SW f ) , '
Albuquerque, New Mexico 87125 7/

Attention: ‘Armandc Lope:s
Re: Bison Wallow Unit NM146
Cert. No. 14-08-0001-18040
Plan of Development for 1981
Eddy County, New Mexico .
- Gentlemen:

Inexco 0il Company, as Unit Operator for the Bison Wallow Unit,
above referenced, hereby submits in quadruplicate for your
approval the Plan of Development for 1981.

—_—

Summary of Operations:

The Bison Wallow Unit was approved effective January 10, 1980.

The initial test well, the Bison Wallow Unit #1 Well located in
the E/2 Section 34-T25S, R29E (1980' FNL & 660' FEL) was spudded
on January 14, 1980, and drilled to a depth of 14,391 feet.

After unsuccessful completion attempts in the Morrow and Atoka
zones the well was finally completed as a Wolfcamp discovexy. The
Bison Wallow Unit No. 1 Well was placed on production on September
10, 1980, with a flowing tubing pressure of 6300 psi. Since this
time the tubing pressure has dropped below 3,000 psi and the
production has stabilized at about 500 mcf per day. Sales for

the well for the first three months of production are as follows:

Month 0il Gas
September 363 bbls. . 10,526 mcf
October 177 bbls. 17,068 mcf
November 0 11,994 mcf
540 bbls. 39,588 mcf

1100 MILAM BUILDING « SUITE 1900 - HOUSTON, TEXAS 77002 - {713) 651-3300




N . United States Geological Survey
Bison Wallow Unit NM-146
Plan of Development for 1980
Cert. No. 14-08-0001-18040
Page Two
December 19, 1980

DEVELOPMENT PLANNED FOR 1981

Proposed Morrow test wells for 1981 will be located at a legal
location in the E/2 Section 4-T26S, R29E and at a Jegal location
in the W/2 Section 34-T25S, R29E. Negotiations are presently
belng conducted for the section four location and working

interest owners have been polled as we expect to try and drill
this well in the first qguarter of 1981,

Inexco 0il Company, as Operator for the Bison Wallow Unit,
respectfully requests your approval of this Plan of Dcvolopment

for 1961.
Very tyulyysyours,
. Tacconi
a Landman

cc: State of New Mexico
0Oil Conservation Division
State Land Office
“Santa Fe, New Mexico 87501

State of New Mexico
Commissioner of Public Lands
P. O. Box 1148

Santa Fe, New Mexico 87501

Working Interest Owners

Aproved 1\ 2{17 n&l

frostor
Oll Conservation i
Energy and Minerals Depariment

ST LIME apPBRnVAL
In e OLOGICAL
SURVEY Alil Pl RUSTIONER OF }—UB-.(C LANHDS
OF THE .‘:IAH; OF m—.w MLAICO
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INEXCO OIL COMPANY

May 16, 1980

Alex J. Aruijo
Comnigssioner of Public Lands
P. 0. Box 1148
Santa Fe, New Mexico 87501

Attention: Ray D. Graham
0il and Gas Division

Re: Ratification and Joinder
Consent to Jeoinder %l Paso Tract
Bison Wallow Unit M 146
Eddy County, New Mexico
No. 14-08-001-18040

Gentlemen:

By oopy of our letter dated March 13, 1980, to the United States
Geological Survey in Roswell you have been furnished various instru-
ments with regard to the joinder of he Bl Pasc Lract s the Bison
Wallow Unit. Please accept my apology for not realizing that I had
not formally requested approval of the Commissioner for the El Paso

Joinder.

Inexco 0il Company hereby respectfully requests your review of the
material which accompanied the above-mentioned letter and, if satis-
factory, your approval to the joinder of the El Paso tract to the
Bison Wallow Imit, ’

Very truly yours,

U. 8. G. S. New Mexico 0il Coriservation
Attention: Jim Gillham Comnission

P. O. Drawer 1857 State Land Office

Roswell, New Mexico 88201 Santa Fe, New Mexico 87501

1100 MILAM BUILDING » SLITF 1900 « HOUISTON TEXAS 770072 « (712145 2200




State ol New Meadoov

]
(D11
2 Ex 3. ARMILO Commtsstoner ot R:{)lic Lanc{s b 0. sOX 1a
ALEX J. , Q. y
COMMISSIONER May 1'2’ 1980 . SANTA FE, NEW MEXICO 87501

Inexco 0il Company
1100 Milam Building, Suite 1900
Houston, Texas 77002

Re: Ratification and Joinder
Consent to Joinder El Paso Tract
Bison Wallow Unit NM-146
No. 14-08-001-18040
Eddy County, New Mexico

ATTENTION: Mr. L. J. Tacconi

Gentlemen:

This office is in receipt of a copy of a letter and instruments
requesting approval by the United States Geological Survey.

The Bison Wallow Unit contains 1,230.00 acres of State of New
Mexico Lands, therefore, since this is a separate regulatory agency
whose approval is needed you must request approval by the Commissioner
of Public Lands.

These instruments will be held in suspense until such time you
send your request for the approval of the Commissioner.

Very truly yours,

ALEX J. ARMLJO
COMM;SSI?FER OF  PUBLIC LANDS

: 7 7 e L
H BY: (// (& AN\ « /M‘/ C?/;/,,,\/
RAY D. {, Director

0il and Gas Division
AC 505-827-2748

AJA/RDG/s

V)




SRR, N

R

United States Department of the Interior

GEOLOGICAL SURVEY AT Vin

South Central Reglon ) Ty

P. 0. Box 26124 " JUN".?,'Q@O

Albuquerque, New Mexico 87125 " Cifh . f
e NG g ;

SANTA F - NHY

MAY 29 1950 R
2,< (1

Inexco 0il Company

Attention: L. J. Tacconi

1100 Milam Building, Suite 1900
Houston, Texas 77002

Gentlemen:

The Ratification and Joinder of William G. Ross to the Rigon Wallow
Unit Agreement, submitted to this office with your transmittal
letter of January 21, 1980, is accepted for record purposes. ‘Two
signed copies are enclosed.

Siﬁcerely yours,

(ORIG. SGD.) JACK WILLOCK

FOR'Fond’L. Stelzer ;
Acting Deputy Conservation Manager
0il and Gas

Enclosures 2

ccC?
NMOCD, Santa Fe/[




United States Department of the Interior

GEOLOGICAL SURVEY
South Central Region
P. 0. Box 26124
Atbuquerque, New Mexjco 87125

- ‘,/4/"'
29180 FL=
‘b
“_ .S
» ‘3{1\
lnexco 0il Company e {;J\\N“fh\
Attention: L. J. Tacconi d%? ;j”
1100 Milam Buitding, Suite 1900 Yy o f7
Houston, Texas 77002 $ ~425:=hg

Gentlemen:

Your letter flled with this office on March 13, 1980, transmitted four
copies each of Ratification ond Joinder to the Biscn Wallow Unit by E!
Paso Natural Gas Company and Consent to Ratification and Joinder by Inexco
0il Company, Mobil 0il, Phillips Petroleum, Great Western, and Mar-Win.
Also enclosed were amended pages to the Unit Agreement and Unit Operating

Agreement, including revised Exhibits A and B.

Pursuant to section 28 of the Unit Agreement, such Ratification and
Joinder and Consent to Ratification and Joinder are hereby accepted and
effectively commit lease NM-13997 to the Bison Wallow Unit Agreement
effective April 1, 1980. The amended documents are accepted for record
purposes. (One approved copy is enclosed.

Sincerely yours,

(ORIG. SGD.) JACK WILLOCK

FOR Floyd L. Stelzer
Acting Deputy Conservation Manager
0il and Gas

Enclosure

cc:
NMOCD, Santa fe

s
i
i
|




INEXCO OIL COMPANY ‘; i

g‘;(-r \,l T;O D\VlSlON
SANTA FE

March 13, 1980 oiL CO

United States Geological Survey
P. O. Drawer 1857 s 7
roswell, new Mexico 88201 ,

‘Re: Ratification and Joinder
- Consent to Joinder El Paso Tract
Bison Wallow tinit  NM-14¢
No. 14-08-001-18040
Eddy County, New Mexico

Gentlemen: ;

Enclosed for your further handling and approval are quadruplicate copies
of the following instruments:

1. Ratification and Joinder to Unit Agreement and Unit Opérating
Agreement executed on behalf of El Paso Natural Gas Company
2. Consent to Ratification and Joinder executed on behalf of

Inexce 0il Conpany

» 3. Consent to Ratification and Joinder executed on behalf of ~

Mobil Cil :

4. Consent to Ratification ard Joinder executed on behalf of
Phillips Petroleum

5. Consent to Ratification and Joinder executed on behalf of
Great Western ) .

6. Consent to Ratification and Joinder executed on behalf of
Mar-Win.

Attention: Jim Gillham ‘ |
i

Should you find these to be in satisfactory form, we request your approval
to the late joinder to the Bison Wallow Unit Adreement of the El Paso
tract. In this connection, assuming approval to the late joinder of the
El Paso tract, we enclose amended pages to the Unit Agreement and Unit
Operating Agreement which will be necessitated by the increase in partici-
patmg acreage within the unit boundaries. :

Very truly yours,

. Tacconi

a Landman
LiT/ph -
Enclosure :
cc: Contract Depattment State of New Mexico,
Addressee List Commissioner of Puplic Lands

P. O. Box 1148

Nes Mexico Oil Santa Fe, New Mexico 87501

‘Conservation Commission:
State Land Office
"Santa Fe, New Mexico. 87501

1100 MILAM BUILDING - SUITE 1900 - HOUSTON, TEXAS 77002 - {713} 651.3300




CONSENT TO RATIFICATION AND JOINDER TO TUE: -« i f e s
BISON WALLOW UNIT AGREEMENT AND i‘; ]

UNIT OPERATING AGREEMENT DATED JULY 12, 973 Ceonan
DESIGNATED NO. 14-08-0001-18040 |« ‘! LA

EDDY COUNTY, NEW MEXICO OIL GOt N T ENSION

SANTA FE

The undersigned, a working interest owner in the Bison Wallow Unit
Agreement and Unit Operating Agreement, hereby conmmits in the
joinder of the leasehold interest of El Paso Natural Gas Company
in Township 25 South, Range 29 East, Section 3, NEY%, (Tract 12)
Eddy County, New Mexico to said Unit Agreement and Unit Operating
Agreement.

Mar-Win Deve]opment Co.

P
Date: _ Feb. 21 ,1980 (y/ ﬁ«/%/éz ), (

eSS cr
Pddress: P.0. Box qqgh SV Nt

| Topeka, Ks. 66604

WORKING INTEREST OWNER

STATE OF Kansas )
)ss.
COUNTY OF Shawnee )

The foregoing- instrument was acknowledged before me by
S.H. Marshall,dr., as President of Mar-Win Development Co. .
21st day of Feb. .1980.

“||l|lll,,,'l
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CONSENT TO RATIFICATION AND JOINDER TO THE
. BISON WALLOW UNIT AGREEMENT AND
UNIT OPERATING AGREEMENT DATED JULY 12, 1979
DESIGNATED NO. 14~08-0001-18040
EDDY COUNTY, NEW MEXICO

The undersigned, a working interest owner in the Bison Wallow Unit
Agreement and Unit Operating Agreement, hereby commits in the
joinder of the leasehold interest of El Paso Natural Gas Company
in Township 25 South, Range 29 East, Section 3, NEY%, (Tract 12)
Eddy County, New Mexico to said Unit Agreeme.nt and Unlt Operatlng
Agreenent. _

Mar-Win Development Co.
e S

Date: _ Feb. 21 ,1980 By: AT Y4
' & ; Presi_den;c2

Aldress: o 0 Rav 4487

_Topeka, Ks. 66604

WORKING INTEREST OWNER

S’II’FXTE OoF Kansas )
)SS.

COUNTY OF _ Sphawnee )

The foregoing instnment was acknowledged before me by
___President _ ©f Mar- wm Deyelopment €o.
21st day of _Feb, : 19
13:3117TY
o ~“ iK. /,; 'fp

. WITNESS my ha};a\d‘and Offl@z% seal.

My Commiss

5/17/81

Notary Public




RATIFICATION AND JOINDER OF M UNIT AGREEMENT AND
UNIT OPLERATING AGRELMENT FOR THE DEVELOPMENT AND
OPERATION OF THE BISON WALLOW UNIT, BDDY COUNTY,

NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS:

WHEREAS, an Agreement dated July 12, 1979, and entitled Unit
Agreemgnt for the bDevelopment and Operation of the Bison Wallow -
Unil Area, County of iiddy, state ot New Mexico provides that

any ownexr of a Royalty Interest or Working Interest, or both,

in and to any Tract described therein may become a party to said
Unit Agreement by signing - an instrument agreelng to become a
party thereto; and

WHERFAS, a companion Agreemeni entilled Unit Operating Agreement,
Bison Wallow Unit, County of Eddy, State of New Mexico, of like
date, likewise provides that any owner of a Working Interest in
and to any Tract described therein may become a party to the
Unit Operating Agreement bv signing an instrument agreceing to
become a party thereto; and

WHEREAS, the Undersigned represents that it (or he) is the owner
of a Royalty Interest or a Working Interest, or both, in and to
one or more of the Tracts described in said Agreements.

: NOW, THEREFORE, in consideration of the mutual agreementg of the
B : parties to the respective Agreements, the Undersigned Owner of
f Working Interests, or the Owncér of both Workinhg Interests and
Royalily Interesis, hereby agrees tO become a party to both the
Unit Agreement and the Unit Operating Agreement, with respect to
all of its (his) interest in and tc all of the Tracts described

in said Agreements.

The Undersigned hereby acknowledgeb receipt of a full and true
copy of both the Unit Agreement and the Unit Operating Agreement.

IN WITNESS WHEREOF, the Undersigned has executed this instrument

this [ day of ,:2 {Q“og:; , 1980.

EL PASO NATURAL GAS COMPANY

: . Agzorney—in-

§ STATE OF TEXAS )

COUNTY OF EL PASO )

The foregoing instrument was acknowledged before me this

/ , 1980 by D. N. CANFIELD : ,
Attorney-in-Fact __ of _EL PASQ NATHURAIL _GAS COMPANY
a " Delaware corporation, on behalf of said

corporation.
MR

~

5 <

1 L S~ o
: DR

o . ~. ' Notary Public

: : My Commlsqjon EX[ 1res.
! WARUAYE
rate e Pofile [p. f.n‘l fer k) fl e Cewaty, Tevas

LRSS LA/ AL L1 1 SAV i
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" WHEREAS, an Agreement dated July 12, 1979, and entitled Unit

My Commxquon Expires:

RATIFTCATION AND JOTMDER OF il UNLT AGREEMENT AND
UNIT OPERATING AGREEMENT FOR THE DEVELOPMENT AND
OPERATION OF THE BISON WALLOW UNIT, LDDY COUNTY,
NEW MEXICO ‘

KNOW ALL MEN BY THESE PRESENTS:

Agreement for the Development and-Operation of the Bison Wallow -
Unit Area,, County of Eddy, State of New Mexico provides that

any owner of a Koyalty Interest or Working Interest, or both,

in and to any Tract described therein may become a party to said
Unit Agreement by signing an instrument agleelng to become a
party thereto; and

WHEREAS, a companion Agreement cntitled Unit Operating Agreement,
Bison Wallow Unit, County ol Eddy, State of New Mexico, of like
date, likewise provides that any owner of a Working Interest in
and to any Tract described therein may become a party to the
Unit Operating Agreement by signing an instrument agreeing to
become a party thereto; and

WHEREAS, the Undersigned represents that it (or he) is the owner
of a Royalty Interest or a Vorking Interest, or both, in and to
one or more of the Tracts described in said Agreements.

MOW, THEREFORE, in consideration of the mutual agreements of the
parties to the respective Agreements, the Undersigned Owner of
Working Interests, or the Owner of both Working Interests and
Royalty Interests, hereby agrees to become a party to both the.
Unit Agreement and the Unit Operating Agreement, with respect to
all of its (his) interest in and to all of the Tracts described
in said Agreements.

The Undersigned hereby acknowledges receipt of a full and true
copy of both the Unit Agreement and the Unit Operatipg Agreement.

IN WITNESS WHEREOF, the Undersigned has executed this instrument

this jed” day of Qu,og:g __, 19g0-

EL PASO NATURAL GAS COMPANY:

(i:;ii7@gk24;é;7221ﬁﬂ\

orney-in-¥fact

STATE OF TEXAS )

COUNTY OF EL PASO ) . < )

The foregoing instxument was acknowledged ‘before me this )
Felriionay | , 1980 by D. N. CANFIELD B ,

Attorneffin-Fact ________ of EL RASO NATURAIL._GAS COMPANY o
a Delaware . corporation, on behalf of said
corporation.

~
~

Notary Public

NPT TrIER )
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CONSENT TO RATIFICATION AND JOINDER TO THE
BISON WALLOW UNIT AGREEMENT AND _
UNIT OPERATING AGREEMENT DATED JULY 12, 1979
DESIGNATED NO. 14-08-0001-18040
EDDY COUNTY, NEW MEXICO

The undersigned, a working interest owner in the Bicon ¥allow Uinil
Agreement and Unit Operating Agreement, herehy conmits in the
jomder of the leasehold interest of El Paso Natural Gas Company
in Township 25 South, Range 29 East, Section 3, NEY%, (Tract 12)
Eddy County, New Mexico to said Unit Agreement and Un’it Operating
Agreenment.

INEXCO OIL /NYOOMP \
Z c
bate: March 13 41980 By:: é"‘ ¢

£ 4 //
‘ /

2ddvoos:

WORKING INTEREST OWNER

i
i
STATE OF Texas ' : R : |
ss. |
COUNTY OF Harris » -
The foregoing instrument was acknowledged before me by William
G. Goodwin y as Vice President of TInexco 0il Company L :

This. 13 ' day of March 1980.

WITNESS my hand and official seal.

My Commission £xpires:

April 30, 1981




CONSENT TO RATIFICATION AND JOINDER TO THE

BISON WALLOW UNIT AGREEMENT AND
UNIT OPERATING AGREEMENT DATED JULY 12, 1979
DESIGNATED NO. 14-08-0001-18040
EDDY COUNTY, NEW MEXICO

l - The undersianed, a workina intereat cwmer in the Ricon $allow Unil
| Agreenent and Unit Operating Agreement, hereby comaits in the
joinder of the leasehold interest of El Paso Natural Gas Company
in Township 25 South, Range 29 East, Section 3, NFY%, (Tract 12)
Eddy County, New Mexico to said Unit Agreement and Unit Operating
Agreenent.

INEXCO OIL COMPANY

Z .
Datc: March 13,1980 By: 22 P Fpr—

i i AAAvA~~ .
PHOcOI 4 Oroo70

WORKING INTEREST OWNER

STATE OF Texas )
: )ss.
- COUNTY OF Harris )}

The foregoing instrument was acknowledged before me by William
G. Goodwin , as Vice President of Inexco 0il Company P
This 13 . day of March 1980.

WITNESS my hand and official seal.

My Commission Expires:

. .- April 30, 1981

Ve

[




CONSENT TO RATIFICATION AND JOINDER TO THE
BISON WALLOW UNIT AGREEMENT AND
UNIT OPERATING AGREEMENT DATED JULY 12, 1979
DESIGNATED NO. 14-08-0001-18040
EDDY COUNTY, NEW MEXICO

The undersigned, a working interest owner in the Bison Wallew thnit
Agreerent and Unit Operating Agreement, hereby commits in the
joinder of the leasehold interest of El Paso Natural Gas Company
in Township 25 South, Range 29 East, Section 3, NE%, (Tract 12)
Eddy County, New Mexico to said Unit Agreement and Unit Operating

Agreement. ' /

Date:_ pehruary 20 (1980

ALTEST:

WDy e

ASSISTANT S¥ECRuTAPY

Midiand, Texas

GREAT WESTERN DRILLING COMPANY
WORKING INTEREST OWNFR

STATE OF Tp¥AS )
)SS.

COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me by  John Hampton
+ 3__ President . Of -Great Western Drilling Company
20th day of pobryary 1980.

WITNESS my hand and official seal.

My Commission Expires:

11-30-80

Notary Public , Midland County, Texas
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CONSENT TO RATIFICATION AND JOINDER TO THE
BISON WALLOW UNIT AGRIFEMENT AND

UNIT OPERATING AGREEMENT DATED JULY 12, 1979
DESIGNATED NO. 14-08-0001-18040
EDDY COUNTY, NEW-MEXICO '

The undersigned, a working interest owner in the Bison Wallow Unit
Agrecikciil. and Unit Operating adreenment; hereby commits in the
joinder of the leasehold interest of El Paso Natural Gas Conpany
in Towmship 25 South, Range 29 East, Section 3, NEY%, (Tract 12)
Eddy County, New Mexico to said Unit Agreement and Unit Operating

‘.

Agreenment. 7 ;
/
Date:__pehruary 20 ,1u80 By:. A//l,.’( ' 4
) : President »~
ATTEST-.. P Ajdress: P, 0. Box 1690
T - Midland, Texas
AETISTANT SN TADY,

GREAT WESTERN DRILLING COMPANY
WORKING INTEREST OWNER '

STATE OF TEXAS )
) : )SS.
COUNTY OF MIDLAND )

The foregoing instrument was acknowledged before me by  Jjohn Hampton

¢+ 8S_ - President of  Great_Western Drilling Company

20th day of _february 1980.

WITNESS my hand and official seal.

My Cormission Expires:

11.-30-80

Notary Public , Midland County, Texas

o B ot e b TR LU Sl C SRt AR




CONSENT TO RATIFICATION AND JOINDER TO THE
BISON WALLOW UNIT AGREEMENT AND
UNIT OPERATING AGREEMENT DATED JULY 12, 1979
DESIGNATED NO. 14-08-0001-18040
EDDY COUN1Y, NEW MEXICO

The undersigned, a working interest cwner in the Bison Wallow Unit
Agreerent and Unit Operating Agreement, hereby commits in the
joinder of the leasehold interest of El Paso Natural Gas Company
in Township 25 South, Range 29 East, Section 3, NEY%, (Tract 12)
Eddy County, New Mexico to said Unit Agreement and Unit Operating
Agreement.

| ‘ Date:  February 25 1980 L@f @/

Cli f ’ Attorney-—ln-Fact
Addres O. Box 1967

/) Houston, TX 77001

PHITLIPS PETROLEUM COMPANY 4
WORKING INTEREST OWNER [(J,f/;/

STATE OF TEXAS )
)SS.
COUNTY OF HARRIS )

The foregoing instrument was acknowledged before me by Cliff Ohr
, as Attorney-in-Fact of Phillips Petroleum Compeny.
25th day of February 1980.

WITNESS my hand and official seal.

My Commission Expires:

September 22, 1980

l’ermeth L. Maptin




-

CONSENT TO RATIFICATION AND JOINDER TO THE

BISON WALIOW UNIT AGREEMENT AND
UNIT OPERATING AGREEMENT DATED JULY 12, 1979
DESIGNATED NO. 14~08~-0001-18040
EDDY COUNTY, NEW MEXICO

. .
+ 4-1. e L% P B I
The nndercsirmed, a working intorest cumer in the Bison Wallow Unil

Agreement and Unit Operating Agreement, hereby comits in the
joinder of the leasehold interest of El Paso Natural Gas Company
in Township 25 South, Range 29 East, Section 3, NE%, (Tract 12)
Eddy County, New Mexico to said Unit Agreement and Unit Operatlng

Agreement.
Date:  February 25 1980 ‘-—@7 M

(,11 f hr, Attorney-in-Fact
Midres /r. O. Box 1967

ﬂﬂouston, TX 77001 'i

PHILLYPS PETROLFUM COMPANY ., j/
WORKING INTEREST OWNER J

STATE OF _TEXAS ) .
_ )SS. ‘
COUNTY OF HARRIS ) .

The foregoing instrument was acknowledged before me by CILiff Ohr
, as Attorney-in-Fact of Phillips Petroleum Conpany.
25th day of February 1980, _

WITNESS my hand and official seal.

My Commission Expires:

September 22, 1980
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CONSENT TO RATIFICATION AND JOINDER TO THE
BISON WALLOW UNIT AGREEMENT AND
UNIT OPERATING AGREEMENT DATED JULY 12, 1979
DESIGNATED NO. 14-08-0001-18040
EDDY COUNTY, NEW MEXICO

the undersigned, a working interest owner in the Bison Wallow Unit
Agreement and Unit Operating Agreement, hereby commits in the
joinder of the leasehold interest of El Paso Natural Gas Company
in Township 25 South, Range 29 East, Section 3, NEY%, (Tract 12)
Eddy County, New Mexico to said Unit Agreement and Unit Operating
Agreement.

Date: February 22 ,1980 MOBIL_PRODUCING TEXAS & NEW MEXICO INC.
Address: g Greenway 9]5' z8, Suite 2700

BY%(,M LAV | L

S. 7. ALEXANDER MSST. SECREMRY AR
(AUTHORITY 1N BLM osswo;
EASTERN STATES “:FICE.
BLM. ALEXA\!DR- \1A

The foregoing instrument was acknowledged before me by . T. Alexander

. 85 Asst., Secretary Of Mobil Producing Texas & New.iexico
Inc., 22nd day of February 1980. ,

WITNESS my hand and official seal.

My Commission Expires:

AGNES MALONE
Notary Prhtic in apd ior Haigs County, Texas
...

My Commission Expires é-' 7
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CONSENT TO RATIFICATION AND JOINDER TO THE
BISON WALLOW UNIT AGREEMENT AND
UNIT OPERATING AGREFMENT DATED JULY 12, 1979
DESIGNATED NO, 14-08-0001-18040
EDDY COUNTY, NEW MEXICO

The undersigned, a working interest owner in the Bison Wallow Unit
Agreement and linit+ Onerating Agreeront, hereby commdts in U
joinder of the leasehold interest of El Paso Natural Gas Conpany
in Township 25 South, Range 29 East, Section 3, NE%, (Tract 12)
Eddy County, New Mexico to said Unit Agreement and Unit Operating
Agreenent.

Date: February 22 1980 MOBIL_PRODUCING TEXAS & NEW MEXICO INC.
Address: q Greenway Plaza, Suite 2700

BY ‘» 'Tl{ k-il)\—“-’\”M

S. T MECNDER, ASST. SecRey [ =
 ASST. ARY R
(UTHORITY 1 8124 0ag100y

EgSiERH STMES neegoe

STATE OF  Jofot/ )
7 . )8ss.
COUNTY OF . ) )

The foregoing instrument was acknowledged pefore e by S. T. ALELAGUEK
; @8 Asst. SecretaryOf Mobil Producing Texas & New Mexico
Ine., ‘ 22nd day of February 1980.

WITNESS my hand and official seal.

My Comuission Expires:

AGNES MALONE
Notary Public.inand {cx Hus County, Jexas

My Commission Expires -77., il . éM
ot - 4
‘ 174

Notary Public
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thereto, is equal to the costs of drilling, testing, completing,
equipping and operating the Earning Well. The said costs shall be
determined in accordance with the Accounting Procedure attached hereto
as Exhibit "C".

12. "Working Interest" shall mean the right to explore for and produce oil,
gas and other minerals. When used in connection with a mineral lease, -,
it means the leasehold or operating interest under such lease; i.e., it
is the entire minerals interest covered by said lease (all the mineral
v-sglu-n +tha losany had hafare +the leaea waa avomﬁ-ad\ cnh-u:ﬁf- +n the tarma
of the lease. Under a lease covering all (8/8) of the mmerals in a tract
of land and providing for a 1/8 lessor's royalty, the owner of the working
interest bears all (8/8) of the cost of operations and is entitled to 7/8
of 8/8 of all production from said land (the other 1/8 of 8/8 being
Lessor's share of the production.)

13. "Earning Well Rights" shall mean all rights and interest in and to the
said Earning Well, the leasehold estate and operating rights with respect
thereto, all productlon from the base of such well, all equipment therein
and thereon or used in connection theremth, ard the proratlon/spacmg
unit now or hereafter dbb.l.gueu Lo such cmu_usg well insofar as is ayy;n:a
to the stratigraphic equivalent from the surface of the earth to 100°
below the deepest depth drilled in the Earning Well.

ﬁ 14. "Net Beneficial Interest"” (N.B.I.) shall mean that share of the production

’ allocable to the interest of each party hereto, after the deduction there-
from of each parties' pro rata share of royalties, overriding royalties,
production. payments or any other charges burdening the contributed acreage.
For the purpocse of computing Net Beneficial Interest, the following table
and formula shall be used on all wells except the Initial Well:

At e A8 e

WEIGHTED ROY & ORRI

. WIT AVERAGE UNIT ACRES BENEFICIAL BENEPICIAL
ORER XCRES NRI. WI DEDUCTED __ ACRES INTEREST
Inexco 3360.00 «8407143 .4941176 535.20 2824.80 .4985880
Meobil 1600.00 .8255000 .2352941 279.20 1320,80 .2331262
Phillips 1280.00 .8125000 .1882353 240.00 1040.00 .1835640
Great Western 206.32 8750000 .0303412 25.79 180.53 .0318642 .
Davoil 113.68 . 8750000 .0167177 14.21 99.47 .0175568
Mar-win 80.00 8750000 .0117647 10.00 70.00 .0122553
El Paso 160.00 .8125000 .0235294 30.00 130.00 .0229455

6800.00 .8331765  1.0000000 1134.40. 5665.60 1.0000000

i 8/8 - Landowner's Royalty-Overriding Royalties X Beneficial
: Interest = NET BENEFICIAL INTEREST

NET' BENEFICIAL INTEREST INITIAL WELL:

Before Payout

Inexco 8/8 — .125 ILOR - .05 ORRI X .7934905
ORRI = ,6043944 NBI ‘

Phillips 8/8 - .125 LOR - .05 ORRI X .1835640

El Paso 8/8 - .125 LOR - .05 ORRI X .0229455

.0502353 Mobil, et al

.1514403 NBI
.0189300 NBI

o e A sttt e 1 2

After Payout

,7 Inexco T 8/e - .125 IOR - .05 ORRI X .4585880 = .411351 N.B.I.
‘ Mobil 8/8 -~ .125 IOR - .05 ORRI X .2331262 = ;1923291 N.B.I.
: Phillips 8/8 ~ .125 1OR - .05 ORRI X .1835640 = .1514403 N.B.I.

* Great Western %/8 - .125 IOR - .05 ORRI X .0318642 = .0262880 N.B.I.
: Dawvoil 8/8 - .125 LOR - .05 ORRI X .0175568 = .0144844 N.B.I.
: Mar-Win 8/8 - .125 IOR - .05 ORRI X .0123553 = ,0101931 N.B.I.
: El Paso 8/8 - .125 IOR -~ .05 ORRI X .0229455 = .0189300 N.B.I.

_* See page 15a -

st e
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Notwithstanding anything to the contrary insofar as the interests by
and between Inexco Oil Company and Great Western Drilling Co. are
subject to this Agreement, Article XV.B.14 shall be amended to read
as follows for the Great Western Drilling Co. interest:

NET BENEFICIAL INTEREST INITIAL WELL:

After payout.
Great Western 8/8 ~ .125 IOR x .0303412 = ,0265485 N.B.I.

The intent here is to clarify that Great Western has a .0303412 working
interest and .0265485 N.B.I. in each well drilled in the unit. .

-15a-

Rev. 3/80
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- to 100* below the stratigraphic equivalent of the deepest depth drilled

subject, however, to all the terms and provisions of this Operating
Agreement and particularly to Article XV,H. The said lands are deemcd

to be contributed to the Contract Area by Davoil (50%) and Inexco (50%).
During the term of this Operating Agreement, Inexco hereby agrees to
reimburse Davoil for fifty percent (50%) of all rentals, minimum royalties
and shut-in payments due and paid by Davoil on the lands contributed hereto.

Mar-Win Farmout:

hen and if Wie Baining Well is completed as a producer of oil znd/or
gas, or both, or plugged and abandoned as a dry hole on the Contract Area,
Mar-Win shall assign to Inexco an undivided fifty percent (50%) of all
its right and interest in the rights from the surface of the earth down
by the Earning Well in and to the following described lands:

Towmship 26 South, Range 29 East
Section .10: NE/4

Containing 160 acres, nmore or less, in
kddy County, New Mexico

subject, however, to all the terms and provisions of this Operating
Agreement and particularly to Article XV,H. The said lands are deemed to
be contributed to the Contract Area by Mar-Win (50%) and Inexco (50%).
Curing the texm of this Operating Aqgreement; Inexco h.ercbj agrees 1o reir
burse Mar-Win for fifty percent (50%) of all rentals, minimum royalties,
and shut-in payments due and paid by Mar-Win on the lands contributed hereto
erest of Philliips and Bl Paso:
i. Phillips shall have the right to and shall own 18.82353% of

the Earning Well Rights, as defined herein, and 18.82353% of

the Working Interest in the remainder ’'of the Contract Area,

subject, however, to royalties and other burdens on production

in effect as of the date hereof.

ii. EL Paso shall have the right to and shall own 2.35294% of
the Earning Well Rights, as defined herein, and 2.35294% of
the Working Interest in the remainder of the Contract Area,
subject, however, to royalties and other burdens on production
in effect as of the date hereof.

Overriding Royalties and Conversion Optiohs:

It is agreed by and between the parties hereto that Inexco shall have
the right to and shall own 78.82353% of the Earning Well Rights, as
defined herein, subject, however, to royalties and other burdens on such
production in effect as of the date hereof, and also subject to the
following overriding royalty interests and conversion options.

1. An overriding royalty owned by Mobil (hereinafter sometimes
referred to as Mobil's ORRI) equal to 47.05882% of 1/4 of
8/8 of all production attributable to the Earning Well Rights.
Mobil's ORRI shall be inclusive of a landowner's royalty burden
equivalent to 400 royalty acres/6800 total acres or 5.88235% and
an overriding rovyalty burden equivalent to 158.4 overriding
royalty acres/6800 total acres or 2.32941% for a net overriding
royalty in the Earning Well of 3.552943.

2. “An overrlcu_ng royalty owned by Great Western (hereinafter
sometimes referred to as Great Western's ORRI) equal to
6.068243% of 1/4 of, 8/8 of all productlon attrlbutable to -the
Earning Well nghts Great Westem's' ORRI shall be inclusive
of a landowner's royalty burden equivalent to 51.58 royalty
acres/6800 total acres dr .75853% for a net overrldmg
royalty in the Earning Well of .75853%.

3. An overrld.mg royalty owned by Davcnl (herm naﬂ-or ermi-1m~
“rererred to-as Davoil's ORRI) equal to 3.3 4353% of 1/4”of '8/8
of all production attributable to the Earning Well Rights.
Davoil's ORRI shall be inclusive of a landowner's royalty
burden equivalent to 28.42 royalty acres/6800 total acres

-17-~
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or .41794% for a net overriding royalty in the Eaming Well
of .41794%.

An overriding royalty owned by Mar-Win (hereinafter sonetimes
referred to as Mar-Win's ORRI) equal to 2.35294% of 1/4 of
8/8 of all production attributable to the Earning Well Rights.
Mar-wWin's ORRI shall be inclusive of a landowner's royalty
burden equivalent to 20 royalty acres/6800 total acres or
.29412% for a net overriding royalty in the Earning Well of
.29412%,

Mobil, Great western, Davoll and Mar-Win are hereinafter sometimes referred
to as "Farmors" and each of such Farmors shall have the option, at Payout,
to convert its said overriding royalty interest described hereinabove to a
portion of the Working Interest in the Earning Well Rights, as set out
hereinbelow. Operator shall, within thirty (30) days after the date of
completion of the Earning Well,. furnish Farmors an itemized statement of
the cost of drilling, completing and equipping the subject well. Operator
shall furnish Farmors with monthly statements indicating the current status
of the amount to be recouped from said Earning Well and Operator shall
immediately notify each Fanwor when payout has occurred. Fach Farmor shall
hiave thirty (30) days after its receipt of said notice of payout to notify
Operator in writing, that it has elected to exercise its option to convert
its overriding royalty interest to a portion of the Working Interest. Such
election, if made, shall be effective 7:00 A.M. on the first day of the
month succeeding the day in which payout occurs. I1f any Farmor fails to
s0 notify Operator within said period it will be construed as an election
by Farmor to retain its averriding royalty interest r::tbar than covert its

overrldmg royalty interest as set out below

a. The Mobil ORRI may be oonverted to 50% of 47.05882%
of the ?brk$g Interest in the L.a.z_xu.ug Well: Rights,-
The Great Western ORRI may be converted to 50% of
6.06824% of the Working Interest in the Earning Well
Rights; L
The Davoil oRRI‘ iréy’ be converted to 50% of 3.34353%
of the Working Interest in the Earning Well Rights;

The Mar-Win ORRI may ke converted to 50% of 2.35294%
of the Working Interest in the Earning Well Rights.

If any Farmor fails to convert its overriding royalty as provided for
hereinabove, then such Farmor shall retain its overriding royalty in the
production from the Eaining Well and the Earning Well Rights and shall not
have any Working Interest therein. All Working Interest in the Earning
Well Rights not acquired by Farmors as provided for above shall be owned by
Inexco and Exhibit "A", attached hereto, shall be revised accordingly.

Notwn:hstandmg anything to the contrary, it is understood that in the event
the Farmout Agreenments referred to above in Articles XvV.C, XV.D, XV.E and
XV.F cover and affect less than the entire operating rights in and to the
lands described in each of the said Farmout Agreements, or in the event the
leases subject to the said Farmout Agreements cover and affect less than all
of the Working Interest, the overriding royalties (and upon conversion,

proportionately reduced.
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EXHIBIT "A"

Attached to and made a part of that certain Operating Agreement for the
Bison Wallow Unit by and between INEXCO OIL COMPANY, as Operator, and
MCBIL OIL CORPURATION, ET AL, as Non-Operators.

CONTRACT AREA:

The Contract Area subject to this Operating Agreement shall consist of the
oil and gas rights from the surface of the earth down to the 100 feet below
the total depth drilled in the Earning Well or 175' below the top of .the
Morrow "C" zone, whichever is the deeper depth in ard under the following
described in Exhibit "B" to that certain Unit Agreement dated July 1z. 1979,
for the development and operation of the Bison Wallow Unit Area:

Tosnship 25 South, Range 29 East NMPM

Township 26 South, Range 29 East NMPM
Sections 2, 3, 4: ALL

Section 9: N/2

Section 10: N/2

The -leases contributed to the Contract Area by the parLies hereto are
listed on Exhibit "A-1", attached hereto and made a part hereof, each
party having contributed the leases which are listed on Exhibit "A-1"
under said party's name or in accordance with the terms of the Operating
Agreement to which said Exhibit "A~1" is attached.

NAMES AND ADDRESSES COF THE PARTIES

Inexco Oil Company Great Western Drilling Co.
1100 Milam Building, Suite 1900 P. O. Box 1659

Houston, Texas 77002 Midland, Texas 79702
Mobil Oil Corporation Davoil, Inc.

S Greemway Plaza, Suite 2700 _ P. 0. Box 12507

Houston, Texas 77046 Fort Worth, Texas 76116
Phillips Petroleum Conpany Mar-Win Development Co.
4001 Penbrook’ P. 0. Box 874 ,
Odessa, Texas 79762 Midland, Texas 79702

El Paso Natural 'Gasv Company
1800 Wilcox Building
Midland, Texas 79701

INTEREST OF THE PARTIES

Before payout of Earning Well:

Inexco ’ 78.82353% WI

. Phillips - 18.82353% WI

" El Paso 2.352943% WI
Mobil * 3.55294% ORRTL
Great Western .75853% ORRI
Davoil -41794% ORRI
Mar-Win . - - .29412% ORRI

After payout of Earning Well and all subsequent wells in the Contract
Area, Subject to Article XV,J, 1~4 inclusive of this Operating Agreement:

Inexco : 49.41176% WI
Phillips . 18.82353% WI
Mobil | 23529415 ‘WI
. Creat Western - -~ " 3703412% W1~
- Davuil . L.67L77% WI
Mar-Win . : 1.17647% WI
El Paso ' _ 2.35294% WI
-]
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EXHIBIT "A-1"

Attached to and made a part.-of that certain oomnwdvsm Agreement between
INEXCO OIL COMPANY, as Operator and MOBIL OIL CORPORATION, ET AL, as
Non-Operators covering the Bison Wallow Unit

LEASE NO. LESSOR LESSEE DATE DESCRIPTION
M-0277811 U-5.A. Mobil 0il Corp: rpril 1, 1964 T26S, R29E Section 3: NW/4 o
NM-~-0478352 U.5.A. Mobil Gil Corp. January 1, 1964 T25S,. R29E Section 34: NE/4, S/2
M-0553796 U.5.A. Mobil 0il Corp. June 1, 1964 : T258, R29E mmnmwOb 35: All
M-0554228 U.5.A. - »obil 0il corp. July 1, 1964 T25S, R29E Section 33: Sw/4
M=-0554229 U.S.A, robil 0il Corp. July 1, 1964 T258, R29E mmon%o: 33: mM\A
9-0554230 U.S.A. Mobil 0il Corp. July 1, 1964 ‘T25S, R29E Section 33: N/2 Sec. 34: NW/4
AM-0556089 | U.S.A , Mobil Oil Corxp. Feb. 1, 1Y65 T26S, R29E Section 3: :§5/2 Sec. 4: M\N.ZM\A
NM-0558281 U.S.A. Mobil 0Oil Corp. Nov. 1, 1965 T26S, R29E Section 9: E/2 ZW\» _
M-11608 - U.s.A Inexco 0il Company May 1, 1970 T26S, R29E  Section 4: W/2 SE/4, SW/4

: ‘ Section 9: NW/4

M-13636 U.¢.A. Mar-¥in Development May 1, Hoqw T26S, R29E Section 10: NE/4 "
M-13636-A U.S.A.  Northern Natural Gas May 1, 1971 .. T26S, R29E’ Section 4: NW/4, W/2 NE/4
M-13997 J.S.A. El Paso Natural Gas July 1, 1971 T26S, nmmw Section 3: NE/4
‘M-13997-A J.S.A. Inexco Oil Company July 1, 1971 T26S, R29E Section 10: NW/4
M=14778 J.S.A. Mobil 0il Corp. ; Dec. 1, 1971 T25S, R29E Section 25: All
M-14779 J.S.A. Phillips Petroleum Co. mm:. 1, 1972 T255, R29E

Section 26: All Section 27: All

“on-joinder to unit but within unit bcundaries
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Revised 3/11/30
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EXHIBIT “B" PAGE (2)

BISON WALLOW UNIT AREA
EDDY COUMTY, NEW MEXICO

OVERRIDING ¥
TRACT DESCRIPTION ACRES SERIAL NO. BASIC ROYALTY LESSEE OF RECORD ROYALTY & WORKJNG INT.
NO. OF LANDS EXP.&DATE & PERCENTAGE AND PERCENTAGE DECIMAL INT. h.vmwnm24bom :
8 1265, RZ3E 80.00 NM-0558281 UsA 12.5% Mobil 0i1 Corp. Geo. Canley Mobil. 0¥ Cerp.
Sec. 9: E 1/2 NE 1/4 8-31-80 100.00% .030000 100.00::
9 126S, RZ3E 400.00 NM-11608 USA  12.5% Inexco 0i1 Company Victoria M. Blunt _ ,
Sec. 4: W 1/2 SE 1/4, 8-31-80 100.00% .020000 Inexco )il Company
SW 1/4 | 100900
Sec. 9: NW 1/4 Richard P. DeSmet
: .0300¢0
10 126, R2IE 160. 00 NM-13636 USA  12.5% Mar-Win Develop Co. NONE Mar-Win'iDevelop Co
Sec. 10: NE 1/4 4-30-81 100.00% ; .100.00% )
* 1 126S, R23E 240.00 NM-13636-A  USA 12.5% Northern Nat'l Gas Mar-Win Dev. Co. Northerr Mat'l Gas
Sec. 4: NW 1/4, W 172 4-30-81 . 100.00% .050000 100.(10%
NE 1/4 U ¥
12 126S, R23E 160.00 NM-13997 USA 12.5% El Paso Nat. Gas Gloster Production EV Paco.Nat. Wmm
Sec. 3: NE 1/4 6-30-81 100.00% Properties, LTD. 100.(0%
.062500
13 1263, R23E 160.00 NM-13997-A UsSA 12.5% Inexco 0il1 Company gowmc: Falgout Inexco £il Company
Sec. 10: NW 1/4 6~30-81 100.00% .005000 100.00:
Edgar B. Stern, Jr.
.015000
- Phillip M. Stern .
.015000
Lester £. Kabacott
.015000

*Tracts 1l is non-ioinder to the unit.

.056000
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| | ‘ EXHIBIT "B" PAGE (4) . SRR | S
- S _ . BISON WALLOW UNIT AREA f o S
- S . EDDY COUNTY, NEW MEXICO ; . : © i
_. - OVERRIDING o )
TRACT DESCRIFTION ACRES SERIAL NO.  BASIC ROYALTY LESSEE OF RECORD ROYALTY & ~WORKING INT. o
NO. OF LANDS EXP.&DATE & PERCENTAGE AND PERCENTAGE DECIMAL INT. & PIRCENTAGE i
15 1255, R2SE . 1280.00 NM-12779 USA  12.5% Phillips Petroleum - W. G. Ross Phillip:i Petroleum
3 Sec. 26: All 12-31-81 100.00% -0625000 01.00: ¥
: Sec. 27: Al : : —
16 - T26S, R29E '160.00 NM-18223 USA ~ 12.5% Inexco 0i1 Company meuonwm Smith Hzmxno.:wd.noscmzw
Sec. 4. £ 1/2 SE 1/4 5-1-83 . 100.00% .05C000 o - 100,007
Sec. 9: W 1/2 NE 1/4 L 3
i TOTAL: 5,520.00% Acres Federal Lands; 81.17647% of Unit Aréa ) |
STATE 0F NEW MEXTCO LANDS <,
g W 17 1265, R291 €40.00 LG-1083 State 12.5% Great Western Drlg. Co. NONE Great zmmmmnz Drlg. Co |
: ‘ Sec. 2: All 3-1-83 , 100.00% . _ 64.476%
. W Davoil, In:. :
! | \ | . | : o 35.5241
BT T255, R29L 200.00 LG-4058-2 State 12.5% Inexco 0il Company NOME Inexco 0il Compary |
. Sec. 36: SW 1/4, 1-20~-80 , . 100.00% 4 ) 100,005
g SE 1/4 NE 1/4 T | :
w M 19 1255, R29t 160.00 LG-6123 State 12.5% Inexco 01l Company NONE - Inexco 0w~;noaum:< L M
‘ “ Sec. 36: NW 1/4 12-1-88 : 100.00% - : . 100.00% w
i
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: : EXHIBIT "B" PAGE (5) M
- BISON WALLOW UNIT AREA =
EDDY COUNTY, NEW MEXICO . ;
,, | . . , © OVERRIDING , - .
TRACT DESCRIPTILN 3 ACRES SERIAL NO. BASIC ROYALTY LESSEE OF RECORD ROYALTY & WORKINC; INT.
NO. OF LANDS EXP.&DATE & PERCENTAGE AND PERCENTAGE DECIMAL INT. & PERCINTAGE
m 20 T25S8, R29E 280.00 LG-6325 State 12.5% Inexce 0il Company NONE Inexco 0il
_ Sec. 36: N 1/2 NE 1/4, 2-1-88 100.00% Compary
$W 1/4 NE 1/4, : 100.¢0%
i SE 1/4 . «
| TOTAL: 1,230.00 ACRES STATE OF NEW MEXICO LANDS, 18.82353%0F UNIT AREA
. RECAPITULATTION
i 5,520.00- ACRES FEDERAL LANDS, 81.17647 OF UNIT AREA
m 172280.00 ACRES STATE LANDS, 18.82353 OF UNIT AREA
| 6,8£0C.00. ACRES PARTICIPATING 100.0000% OF UNIT AREA
. UNIT AREA —
) 7,040.00 ACRES WITHIN UNIT BOUNDARIES
240.00 ACRES NON JOINDER TO UNIT
{
. ]




thereto, is equal to the costs of drilling, testing, completing,
equipping and operating the Earning Well. The said costs shall be
determined in accordance with the Accounting Procedure attached hereto
as Exhibit "C".

12. '"Working Interest" shall mean the right to explore for and produce oil,
gas and other minerals. When used in connection with a mineral lease,
it means the leasehold or operating interest under such lease:; i.e., it
is the entire minerals interest covered by said lease (all the mineral |
rights the lessor i:ad before the lease was executed) subject to the terms
of the lease. Under a lease covering all (8/8) of the minerals in a tract
of land and providing for a 1/8 lessor's royalty, the owner of the working
interest bears all (8/8) of the cost of operations and is entitled to 7/8
of 8/8 of all production from said land (the other 1/8 of 8/8 being
Iessor's share of the production.)

13. "Earning Well Rights" shall mean all rights and interest in and to the
said Farning Well, the leasechold estate and operating rlghts with respect
; thereto, all production frem the hace of such well, 211 cguipment thorein
: and thereon or used in connection therewith, and the proration/spacing
unit now or hereafter assigned to such Earning Well insofar as is applies
to the stratigraphic equivalent from the surface of the earth to 100’
below the deepest depth drilled in the Earning Well.

; 14. "Net Beneficial Interest" (N.B.I.) shall mean that share of the production
: allocable to the interest of each party hereto, after the deduction there-
from of each parties' pro rata share of royalties, overriding royalties,

production payments or any other charges burdening the contributed acreage.

1.1

i For the purpose of ocomputing Net Beneficial Interest, the following table |
' and formula shall be used on all wells except the Initial Well: ‘ I

WEIGHTED ROY & ORRI
WNIT AVERAGE WIT ACRES BENEFICIAL BENEFICIAL

ORER ACRES NRX WI DEDUCTED ACRES INTEREST

Inexco 3360.00 .8407143 .4941176 535.20 2824.80 .4985880
Mobil 1600.00 .8255000 .2352941 279.20 1320.80 .2331262
Phillips 1280.00 +8125000 .1882353 240.00 1040.00 .1835640
Great Western 206.32 .8750000 .0303412 25,79 180.53 .0318642 .
Davoil 113.68 .8750000 .0167177 14.21 . 99.47 .0175568
Mar-viin 80.00 .8750000 .0117647 10.00 70.00 .0123553
El Paso 160.00 .8125000 .0235294 30.00 130.00 .0229455

'6800.6G0 .8331765  1.0000000 1134.40. 5665.60 1.00000¢0

8/8 - Landowner's Royalty-Overriding Royalties X Beneficial
Interest = NET BENEFICIAL INTEREST

NET BENEFICIAL INTEREST INITIAL WELL:

Before Payout

Inexco 8/8 - .125 IOR - .05 ORRI X .7934905
ORRI = .6043944 NBI

Phillips 8/8 - .125 LOR - .05 ORRI X .1835640

El Paso 8/8 - .125 LOR ~ .05 ORRI X .0229455

After Payout

.0502353 Mobil, et al

.1514403 NBI
0189300 NBI

LI}

LR Tl ey o) £ folodle] T R R Lol —
o-[c

411351 N.B
1923291 N.B.I.
.1514403 N.

Inexco 8/8 - .125 IOR - .05 ORRL X .‘!963660

Mobil 8/8 - .125 IOR - .05 ORRI X .2331262

ede

Phillips 8/8 -~ .125 IOR - .05 CRRT .1835640

X
X
X 1835
* Great Western 8/8 - .125 LOR - .05 ORRI X .0318642 = .0262880
X
X
X

. L -

B.I
N.B.I
.0144844 N.B.I.
.0101931 N.B.I
.0189300 N.B.I

.0175568
.0123553
.0229455

Dawoil 8/8 - .125 IOR - .05 ORRI
Mar-Win "8/8 - .125 IOR - .05 ORRT
El Paso 8/8 - .125 1OR - .05 ORRI

1T I I

eidedoe

R : * See page 15a .
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14. Notwithstanding anything to the contrary insofar as the interests by
and betsveen Inexco Oil Company and Great Western Drilling Co. are
subject to this Agreement, Article XV.B.1l4 shall be amended to read
as follows for the Great Western Drilling Co. interest:

NET BENEFICIAL INTEREST INITIAL WELL:

Alter payout,
Croot Vootcrn 8/8 - 125 IOR x 0303412 = .0265485 N.B. 1.

The intent here is to clarify that Great Western has a .0303412 working
interest and .0265485 N.B.I. in each well drilled in the unit.

~15a~
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subject, however, to all the terms and provisions of this Operating
Agreement and particularly to Article XV,H. The said lands are deemed

to be contributed to the Contract Area by Davoil (50%) and Inexco (50%).
During the term of this Operating Agreement, Inexco hereby agrees to
reimburse Davoil for fifty percent (50%) of all rentals, minimm royalties
and shut-in payments due and paid by Davoil on the 1ands contributed hereto.

Mar-Win Farmout:

When and if the Earning Well is conmleted as a producer of oil and/or
gas, or both, or plugged and abandoned as a dry hole on the Contract Area,
Mar-Win shall assign to Inexco an undivided fifty percent (50%) of all
its right and interest in the rights from the surface of the earth down
to 100' below the stratlgraphlc equlvalent of the deepest depth drilled
by the Earning ¥ell in and to the following described lands:

Township 26 South, Ranage 29 East
Section 10: NE/4

Containing iU acres, wore or less, in
“Eddy County, New Mexico

subject, however, to all the terms and provisions of this Operating
Agreement and particularly to Article XV,H. ‘ihe said lands are deemed to

‘be contributed to the Contract Area by Mar-Win (50%) and Inexco (50%).

During the term of this Operating Agreement, Inexco hereby agrees to reim-
burse Mar-Win for fifty percent (50%) of all rentals, minimum royalties,
and shut-:'_n payments due and paid by Mar-Win on the lands contributed hereto.

Working L wterest of Phillips and E1 paso:

i. Phillips shall have the right to and shall own 18.82353% of
the Earning Well Rights, as defined herein, and 18.82353% of
the Working Interest in the remainder of the Contract Area,
subject, however, to royalties and other burdens on production
in effect as of the date hereof.

ii. El Paso shall have the right to and shall own 2.35294% of
the Earming Well Rights, as defined herein, and 2.35294%2 of
" the Working Interest in the remainder of the Contract Ares,
subject, however, to royalties and other burdens on production
-~ in effect as of the date hereof.

Overriding Royalties and Conversion QOptions:

It is agreed by and between the parties hereto that Inexco shall have
the right to and shall own 78.82353% of the Earning Well Rights, as
defired here:n, subject, however, to royalties and other burlens on such
production in effect as of the date hereof, and also subject to the.
following overriding royalty interests and conversion options.

1. An overriding royalty owned by Mobil (hereinafter sometimes
referred to as Mobil's ORRI) equal to 47. 05882% of 1/4 of
8/8 of all production attributable to the Earning Well Rights.
Mobil's ORRI shall be inclusive of a landowner's royalty burden
equivalent to 400 royalty acres/6800 total acres or 5.88235% and
an overriding royalty burden equivalent to 158.4 overriding

- royalty acres/6800 total acres or 2.32941% for a net cverriding

royally in the Earning Well of 3.55294%.

2. An overriding royalty owned by Great Western (hereinafter
sometimes referred to as Great Westerm's ORRI) equal to
6.06824% of 1/4 of 8/8 of all productlon attributable to the
Earning Well Rights. Great Western's ORRI shall be inclusive
of a landowner's royalty burden equivalent to 51.58 royalty
acres/6800 ‘total acres or .75853% for a net overriding
royalty in the E:arnlng Well of .75853%.

3. An overrlqu rovaltv ownpd hv na\mﬂ snwatn:aF#-nr aomabimez -
"~ reférred to as Davoil's ORRI) ‘equal to '3.34353% of 1/4 of 8/8
of all production attributable to the Earning Well Rights. '
Davoil's ORRI shall be inclusive of a landowner's royalty
burden equivalent to 28.42 royalty acres/6800 total acres

17~
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or .41794% for a net overriding royalty in the Eamming Well
of .41794%.

4. An overriding royalty owned by Mar-Win (hereinafter sometimes
' referred to as Mar-Win's ORRI) equal to 2.35294% of 1/4 of
8/8 of all production attributable to the Earning Well Rights.
Mar-Win's ORRI shall be inclusive of a landowner's royalty
burden equivalent to 20 royalty acres/6800 total acres or
.29412% for a net overriding royalty in the Earning Well of
.29412%.

Mobil, Great Western, Davoil and Mar-Win are hereinafter sonetimes referred
to as "Farmors" and each of such Farmors shall have the option, at Payout,
to convert its said overriding royalty interest described hereinabove to a
portion nf the Working Interest in the Earning Well Rights, as set out
hereinbelow. Operator shall, within thirty (30) days after the date of
conpletion of the Earning Well, furmish Farmors an itemized statement of
the cost of drilling, completing and equipping the subiect well. Operator
shall furnish Farmors with monthly statements indicating the current status
of the amount to be recouped from said Earning Well and Operator shall
immediately notify each Farmor when payocut has occurred.  kach Farmor shall
have thirty (30) days after its receipt of said notice of payout to notify
Operator in writing, that it has elected to exercise its option to convert
its overriding royalty interest to a portion of the Working Interest. Such
election, if made, shall be effective 7:00 A.M. on the first day of the
month succeeding the day in which payout occurs. If any Farmor fails to
so notify Operator within said period it will be construed as an election
by Farmor to retain its overrldmg royalty interest rather than covert its
overriding royalty interest as set out below:

a.  The Mr\h11 ORRT may be converted toc 50% of 47.05882%

(S AL G

of the Working Interest in the Earning Well Rights;

b. The Great Western ORRI may be converted to 50%
6.06824% of the Working Interest in the Earning Well
Rights;

c. The Davoil ORRI may be converted to 50% of 3.34353%
of the Working Interest in the Eaming Well Rights;

d. The Mar-Win ORRI may be converted to 50% of 2.35294%
of the Working Interest in the Earning Well Rights.

If any Farmor fails to convert its overriding royalty as provided for
hereinabove, then such Farmor shall retain its overriding royalty in the
production from the Earning Well. and -the Earning Well Rights and shall not
have any Working Interest therein. BAll Working Interest in the Earning
Well Rights not acquired by Farmors as provided for above shall be owned by
Inexco and Exhibit "A", attached hereto, shall be revised accordingly.

Notwithstanding anything to the contrary, it is understood that in the event
the Farmout Agreements referred to above in Articles XV.C, XV.D, XV.E and
XV.F cover and affect less than the entire operating rights in and to the
lands described in each of the said Farmout Agreements, or in the event the
leases subject to the said Farmout Agreen‘ents cover and affect less than all
of the Working Interest, the overriding royalties (and upon conversion,
proportionately reduced.

~18-
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- Odessa, Texas 79762

EXHIBIT "A"

Attached to and made a part of that certain Operating Agrecement for the
Bison Wallow Unit by and between INEXCC OIL COMPANY, as Operator, and
MOBIL OJL CORPORATION, ET AL, as Non-Operators.

CONTRACT AREA:

The Contract Area subject to this Operating Agreement shall consist of the
oil and gas rights from the surface of the earth down to the 100 feet below
the total depth drilled in the Earning Well or 175' below the top of the
Morrow "C" zone, whichever is the deeper depth in and under the following
described in Exhibit "B" to that certain Unit Agreement dated July 12, 1979,
for the development and operation of the Bison Wallow Unit Area:

Tosnship 25 South, Range 29 East NMPM
Seciioins 25, 26, 27, 33, 34, 35, 3b6: ALL

Township 26 South, Range 29 Fast NMPM
Sections 2, 3, 4: ALL

Section 9: N/2

Section 10: N/2

The leases contributed to the Contract Area by the varties hereto are
listed on Exhibit "A-1", attached hereto and made a part hereof, each
party having contributed the leases which are listed on Exhibit "aA-1"
under said party's name or in accordance with the terms of the Operating
Agreenent to which said Exhibit "A-1" is attached.

NAMES AND ADDRESSES OF THE PARTIES

Inexco 0il Company Great Westem Drilling Co

1100 Milam Building, Suite 1900 P. O. Box 1659 :
' Houston, Texas 77002 Midland, Texas 79702

Mobil 0il Corporation Davoil, Inc.

9 Greenway Plaza, Suite 2700 ‘ P. O. Box 12507

Houston, Texas 77046 Fort Worth, Texas 76116

Phillips Petroleum Company Mar-Win Development Co.
4001 Penbrocck - P. O. Box 874 ‘
Midland, Texas 79702

El Paso Natural Gas Company
1800 Wilcox Building
Midland, Texas 79701

INTEREST OF THE PARTIES

Before payout of Earning Well:

Inexco 78.82353% WI
Phillips 18.82353% WI
El Paso 2.35294% W1
Mobil 3.55294% ORRI
Great Western .75853% ORRI
Davoil k ‘ .41794% ORRT
- Mar—Win ~ .29412% ORRI

After payout of Eaming Well and all subsequent wells in the Contract
Area, Subject to Article XV,J, 1-4 inclusive of this Operating Agreement:

Inexco ' 49.41176% WI
Phillips . _ 18.82353% WI -
“Mobil ' 123.529413 WI -
~ Great, Western CR03412%WL T
Davoiio - . L.e7L77% WI - o -
-Mar-Win : 1..17647% WI
El Paso 2.35294% WI
-]-
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EXHIBIT "A-1"

Attached tc¢ and made a part of that nmnﬂmw:_ovmﬂmnwbm Agreement between
INEXCO OIL COMPANY, as Operator and MOBIIL OIL CORPORATION, +ET AL, as
Non~Cperatcrs covering the Bison Wallow Unit ‘

LEASE NO. LESSOR | LESSEE DATE DESCRIPTION
NM-0277811 J.S.A. Mobil 0il Corp. April 1, 1964 T26S, R29E Section 3: NW/4
NM-0478352 J.S.A. Mobil 0il ovnw.. January 1, 1964 : T25S, R29E Section 34: "NE/4, 8/2
NM-0553796 U.S.A. Mobil 0il Corp. June 1, 1364 | . T258, R29E Section 35: Ll
NM~0554228 J.S.A. Mobil 0il Corp. July 1, 1964 eumm\ R29E mwonwo: 33: 8sw/4
NM-0554229 11.S.A. Mobil 0il Coxp. July 1, 1964 T25S, R29E Section 33: sp/4 ;
@  WM-0534230 17.S.A. - Mobil 0il Corp. July 1, 1964 T258, R29E Section 33: N/2 Sec. 34: zz\a;
i NM=-0556089 U.s.a. . Mobil 0il Corp. Feb. 1, 1965 T265, R29E section 3: 5/2 Sec. 4: E/2 NE/4
NM-0558281 U.S.A. Mobil 0il Corp. Nov. wr 1965 T26S, R29E Section 9: E/2 NE/4 |
NM-11608 U.S.A. Inexco 0il Company May 1, 1970 T26S, R29E Section 4: W/2 SE/4, Sw/4
\ . Section 9: NW/4
NM-13636 U.S.A. Mar-Win Development  May 1, 1971 T26S, R29E Section 10: NE/4
NM-13636-A U.S.a. " Northern Natural Gas May 1, 1971 o T26S, R29E Section 4: zz\askz\w Zn\a‘
NM~-13997 U.S.A. El Paso Naturzl Gas July Hy 1971 . T26S, R29E Section u" zm\@
iM-13997-A U.S.A. Inexco 0il noawmsw - July 1, 1971 ‘emmm. R29E Section 10: NW/4
"M-14778 ‘U.S.A. Mobil 0il oon.w. Dec. 1, 1971 T25S, R29E Section 25: All o t
iM-14779 U.S.A. Phillips Petroleum Co. Jan. 1, 1972 4 T258, R29E Section 26: All Section 27; ALl

Non-joinder to unit but within urit boundaries

X
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EXHIBIT “B" PAGE (2)

i BISON WALLOW UNIT AREA : . o
EDDY COUNTY, NFW MEXICO
| | | OVERRIDING
TRACT DESCRIPTION ACRES SERIAL NO. BASIC ROYALTY LESSEE OF RECORD ROYALTY & ~WORKING INT.
NO. OF LARDS EXP.&DATE & PERCENTAGE AND PERCENTAGE DECIMAL INT. & PERCENTAGE
8 1265, R29E 80.00 NM-0558281 USA 12.5% Mobil 0i1 Corp. Heo. nosumk. Mobil 31 Corp.
Sec. 9: E 1/2 NE 1/4 8-31-80 100.00% ,030000 " - 100.00:
8 1265, F29E A 400.00 NM-11608 USA  12.5% Inexco 0i1 Company Victoria M. Blunt |
Sec. 4: W 1/2 SE 1/4, 8-31-80 100.00% .020000 Inexco (i1 Company
SW 1/4 . . 100 .00:
Sec. 9: NW 1/4 Richard P. DeSmet G
o .030000 -
10 126S, R29E 160.00 NM-13636 USA 12.5% Mar-Win Develop Co. HONE Mar-Win Develop Co
Sec. 10: NE 1/4 4-30-81 100.00% = : . .100. CO%
* 11 T26S, R29E 240.00 NM-13636-A  USA  12.5% Northern Nat'l Gas Mar-Wkin Dev. Co. Northeirn Mat'l Gas
Sec. 4: NW 1/4, W 1/2 4-30-81 . 10C. 00% , .050000 100, 00
- NE1/4 R
12 T26S, R29E 160.00 NM-13997 USA 12.5% El Paso Nat. Gas Gloster Production mﬂgnwwo_zmn. Gas
Sec. 3: NE 1/4 6-30-81 100.00% Properties, LTD. 100.00%
.062500 5
13 T26S, RZSE 160.00 NM-13997-A USA 12.5% Inexco 0i1 Company gowmo: Falgnut Hnoxnm%om_ Company
Sec. 10: NW 1/4 6-30-81 100.00% .005000 100. 03
| Edgar B. Stern, Jr. q
.015000 , ,
Phillip M. Stern
‘ .015000
, Lester E. Kabacott
.01£000

*Practs 11 is non-jjcinder to the unit.

.050000

PN Gt bt e - n
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EXHIBIT "B" PAGE (4)
BISON WALLOW UNIT AREA
EDDY COUNTY, NEW MEXICO

b —
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OVERRIDING |
TRACT DESCRIPTON ACRES SERIAL NO. BASIC ROYALTY LESSEE OF RECORD . ROYALTY & WORK ING INT.
NO. QF LANDS EXP.&DATE & PERCENTAGE AND PERCENTAGE DECIMAL INT. & PERCENTAGE
15 1255, R2YE . 1280.00 NM-14779 USA  12.5% Phillips Petroleum .  W. G. Ross Phillips Petrolcum
Sec. 26: All 12-31-81 100.00% ~.0625000 10C.0C.
Sec. 27: All o
16 - J26S, R2SE 160.00 NM-18223 USA  12.5% Inexco 0il Company Marjorie Smith  Inexco 0i1 Company
Sec. 4: & 1/2 St 1/4 5-1-83 100.00% .050000 100.0C7 B
Sec. 9t W 1/2 NE 1/4 .
TOTAL: 5,520.00% Acres Federal Lands; 81.17627% of Unit Aréa . T
STATE OF NEW MEXICO LANDS .
17 1265, R2SE 540. 00 LG-1083 State 12.5% Great Western Drig. Co.  NONE Great Westirn Orlg. Co
Sec. 2: Al . 3-1-83 100.00% 64 .46
, Davoil, M:wrw , ‘
35, 5205 Y
18 T25%, R2SE 200.00 LG-4058-2 State 12.5% Inexco 0i1 Company NONE Inexco oﬁg”nusuma<
Sec. 36: SW 1/4, 1-20-80 100. 002 100, 007
SE 1/4 NE 1/4 . , | |
19 125$, R29E 160.00  'LG-6123 State 12.5%.  Inexco 0il Company NONE - fnexco 011 Company
Sec. 36: N 1/4 12-1-88 100.00% - : 100..cuz

¢ -
1 §=§2m<$hb§§%
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) EXHIBIT “B" PAGE (5) .
- | " BISON WALLOW UNIT AREA : , . -«
ﬁw EDDY COUNTY, NEW MEXICO . , ' I,

. ‘ : - OVERRIDING , :
DESCRIPTION . ACRES SERIAL NO. BASIC ROYALTY L3ISSEE OF RECORD ROYALTY & WORKIN3 INT, 4
OF LANDS \ EXP.&DATE = & PERCENTAGE AND PERCENTAGE DECIMAL INT. & PERC INTAGE :
T255, R29% 280.00 LG-6325 State 12.5% Inexco 0il Company NONE . Inexco 0il !
Sec. 36: N 1/2 NE 1/4, 2-1-88 © 100.00% , Compay o
SW 1/4 NE 1/4, _ _ 100. 0% i £

5E 1/4

TOTAL: 1,280.00 ACRES mebem OF NEW MEZXICO LANDS, 18.8235330F UNIT AREA

’ RECAPITULATION

5,520.00- ACRES FEDERAL LANDS, mwnyuw»u OF UNIT AREA
172280.00 ACRES STATE LANDS, 18.%2353 OF UNIT AREA

—

6,800.00 ACRES PARTICIPATING 100.0000% CF UNIT AREA |
UNIT AREA —

7,040.00 ACRES WITHIN UNIT BOUNDAERIES
240.00 ACRES NON JOINDER TO UNIT

RadiC T,
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P. 0. Box 26124
Albuguergue, Heu HMexico 37125

Inexco 011 Company

Attention: Mr. L.J. Tacconi
1100 Milan Guilding ~ Suite 1900
{louston, Texas 77002

Bentlemen:

Four approved copies of the Bison Wallow unit agreesent, Eddy
County, Mew Mexico, with Inexce 011 Company as unit operator,
are enclosed. Such agreement has been assigned Ho. 14-08- 0001-
18040 dtd 1s effective as of the date approved.

You are requested to furnish the Commissioner of Public Lands,

. the 011 Conservatfon Division both of the State of New Mexico
and all other interested principals with appropriate evidence
of this approval.

Sincerely yours,

(ORIG. SGD.) JAMES W. SUTHERLAND
Area 011 and Gas Supervisor, SRMA

cc: Artesia (w/cy appin)
Area Geologist, Roswell (1tr only)
NMOCC, Santa Fe (1tr only) v~
Com, Pub Lands. Santa Fe (1tr only)
File ‘
ARF
RCF
Suspense

//hﬁhaiﬂﬂhémzcag :1/7/80
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ECRINT
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(:;Jn1nnﬁﬁioruu°c4‘[%Jshc I—aaruls
At EX 4. ARMIJO

January 3, 1980° ’ ?. O. BOX 1148
COMMISSIONER

SANTA FE, MEW MENICO 87501

X She
b w.,
V&
3
]

| égﬂ
; Inexco 0il Company '

; 1100 Milaw Building-Suite 1500

§ Houston, Texas 77002

i . Re: Bisen Wallow Unit
! . Eddy County, New Mexico

ATTENTION: Mr. L, J. Tacconi

Gentlemen:

The Commissioner of Public Lands has this date approved your
Bison Wallow Unit, Eddy County, New Mexico. Our approval is subject
to like approval by the United States Geological Survey.

Enclosed are Five (5) Certificates of approval,

Your filing fee in the amount of One Hundred Twenty ($120,00)
Dollars was received with your letter of March 27, 1979,

Please advise this office when the USGS gives their approval so
that we may finish processing same,

Very truly yours,

ARt NS

ALEX J. ARMIJO

- COMMISSIONER OF PUBLIC LANDS
gﬁ BY:
% FILOYD O, PRANDO,Assistant Director
3 0il and Gas Division
% : AC 505-627-2748
Lo AJA/FOP/s
£ encls,
i cc: OCD-Santa Fe, New Mexicoﬁ////
‘ g‘ USGS-Roswell, New Mexico
o USG5~Albuquerque, New Mexico
po
&




Unit Name BISON WALLOW UNIT - EXPLORATORY
Operator __ Inexco 0il Company

County Eddy.
DATE OCC CASE zo.mMMMKV\\\‘, EFFECTIVE T0TAL , : SEGEEGATION ‘
APPROVED QCC ORDER_NQ. R-5991 ‘DATE ACREAGE STATE FEDERAL INDIAN~FEE CLAUSE TERM
Commissi : - /- 10—~ 8o o S .
Sm=issioner Commizsion 7,040,000 1,280.00 5,760.00 Q- . Yes 5 yrs.
1-3-80 4-25-79 = , o
[ UNIT AREA , . , . ,
- TOWNSHIP 25 SOUTH., RANGE 29 EAST, NMPM . . L
| Secticas 25 through 27: All . : . : All acreage committed except 400 acres of Federal lands,
W ’ Sections 33 through 36: All . ‘Total acreage committed is 6,640.00 - _
w e .; - .- = .
TOWNSHIP 26 SOUTZ, RANGE 29 EAST., NYPM . o _ . ' . - T B
Sections 2 throuzh 4: All . . : :
Section 9: N/2 . ‘ .
Section 10: N/2 .
g
%.
v W i b A S Y ST T T xi, .. T _ twﬂ_
‘ o w




- Unit Name Bison Wallow Unit- EXPLORATORY
OﬁmHNﬁOH " Inexca Qi1 Company - !
County Eddy _ .
STATE LEASE  INSTI- | RATIFIED _ ACREAGE
w TRACT NO NO. TUIION  SEC, TWP, RGE, SUBSECTION DATE ACRES NOT ;
N . ; ______ RATIFIED .. LESSEE
_ ; 17 LG-1083 C.S. 2 26S 29E All 7-18-79 640,00 9:% Western Drilling Cof
o i . ot ,
N 18 L -4058-2  C.S. 36 258 29E  SW/4, SE/LNE/4 7-12-79 200.00 Inexco 0il Company
19 LG-6123 C.S, 36 258 298 NW/4 7-12-79 160.00 Hy,m.,vwmo 0ii Company
N 20 1G-6325 C.S, 36 258 29E N/2NE/4, SW/4NE/4, SEfG - 7-12-79 280.00 Hns,ﬁo 0il Company
..h .
&
\ o j
4 RN ,,,w, S BN 583 , ‘ . i s . ‘ o w
e ,. w
J




JEARY APODACA

[sadi (e ]

NICK FRANKLIN
BECHE TARY

May 1, 1979 (505) Ba7-2431

Mr, William F. Carr
Caiipbell & Black
Attorneys at Law
Post Office Dox 2208

Santa Fa,; Now Mavion

B S P T 04 5,

Dear Sir:

Enclosed herewith are two copies of the above-referenced
Division order recently entered in the subject case.

Y¥ours very tru

JOE D.
Director

JDR/fd

Copy,oflorder also sent to:

Hobbs 0OCC X
Artesia OCC X
Aztec 0OCC
Other

STATE OF NEW MEXICO
ENFHGY AND MINERALS DFPAHTMENT

OIL CONSERVATION DIVISION

Rl AT T ST ey gt ey e

POST QFFICE DOX 2068
STATE LAND OFFICE BURIING
SANTA FE, NEW 12EXICO U700

CASE NO, 515
ORDER NO. R~5991

Applicant:

Inexco 01l Company
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT

NTT. CONCDDITA MTAM ¥y ar o

[ R R VY )

IN THE MATTER OF THE HEARING . ..
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 6519
Order MNo. R-5991

ANDNY 'rnnm'rn“ I'\n AUV NATT A - -ae

1 eAM A drAccara A AWRL AL N sA B & LK AN Y

FOR APPROVAL OF THE BISON WALLOW
UNIT AGREEMENT, EDDY COUNTY,
NEW MEXICO. .

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on. April 11,
1979, at Santa Fe, New Mexico, before Examiner Daniel 8.
Nutter,

NOW, on this 25th day of April, 1979, the Division
birectox, having considered the testimony, the record, and
the recommendations of the Examiner, and being fully advised
in the premisas, . e

FINDS:

(1) wlLat due public notice having been given as required
by law, the Division has jurisdictlon .of this cause and the
subject matter thereof. . e

(2) That the applicant, Inexco 0il Company, seeks
approval of the Bison Wallow Unit Agreement covering 7,040
acres, more or less, of State and Federal lands described
as follows: )

EDDY COUNTY, NEW MEXICO
TOWNSHIP 25 SOUTH, RANGE 29 EAST, NMPM
Sections 25 through 27: All

Sections 33 through 36: All.. _ ///v”

TOWNSHIP 26 SOUTH, RANGE 29 EAST, NMPM
Sections 2 through 4: All ‘
Section 9: N/2 . .

- Do
Section 10:  wn/z

(3) That all plans of developmeat and operation and
creations, expansions, or contractions of participating areas
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.. Cage No. 6519 ‘
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e temvt wies -S540 °
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' or expansions or contractions of the unit area, should be
submitted to the Director of the Division for approral.

) (4) That approval of the proposed unit agreemsnt should
i promote the prevention of waste and the protection of correla-
h tive rights within the unit area. . i

IT IS THEREFORE ORDERED: |

; (1) That the Bison Wallaow Unit Agreement is hereby
i 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 walving or relinquishing, in. any manner, any right, duty,
or obligation which is now, or may hereafter be, vested in
the Division to supervise and control operations for the
exploration and development of .any .lands committed to the
unit and production of oil or gas therefrom.

o AT S e S bedtn g M T e

“(3) That the unit operator shall file with the Division
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

expangicn or-contraction of the unit area, the unit operator
shall file with the Diwvision within 30 days theresafter counter-
paxrts of the unit agreement reflecting the subscription of
those interests having joined or ratified.

O

vy 3 Py e s kP R A

(4) That all plans of development and operation, all unit
participating areas and expansions .and contractions thexeof,
and all expansions or contractions .of the unit area, shall ha
submitted to the Director of the 01l Canservation pDivision for
approval. ‘ .

i it

ﬁﬁ‘ o L - (5) That this order shall become effective upon the

S approval of said unit agreement by the Commissioner of Public
Lands for the State of New Mexico and .the Director of the
United States Geological Survey:; that.this order shall terminate
ipso facto upon the termination of said unit agreement; and

that the last unit operator shall notify the Division
immediately in writing of such termination. _

(6) That jurisdiction of this cause is retained for the
entry of such further oxrders as the Division may deem necessary.

A A RTIAH R 4P B e A R




I
i Case No. 6519
. Oxder No. R-533%1

; DONE at Santa Fe, New Mexico, on the day and vear
hereinabove designated.

STATE OF NEW MEXICO -
~ DIL CONSERVATION DIVIS.iON

nl;l//)% 3

P SR T
JOE D. RAMEY/
Director

ar/

it i g B SRR 2 S petink '{‘ﬁﬁf’!"%’{m“kf““"““'”
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
State Land Office Building
Santa Fe, New Mexico
il April 1979

EXAMINER HEARING

IN THE MATTER OF:
Application of Inexco 0Oil Company for
a unit agreemeni, Eddy Couniy, New

Mexico.

——— ot - - > ot s G M s s o Tt oot o Pt i Bt e oy o Bl ks e, M g A e B D b M Nt T M o Tt e

.BEFORE: Daniel S. Nutter

TRANSCRIPT OF HEARING

APPEARANCES

Foxr the 0Oil Conservation Lynn Teschendoxrf,
Division: Legal Counsel for

For the Applicant: William F. Carr, Esq.
CAMPBELL & BLACK P. A.

Jefferson Place

Santa Fe, New Mexico 87501

N Bt N P gt N Vs Nt
[«x®!
S0 -Y
=N
<&

the Division
State Land Office Bldyg. ,
Santa Fe, New Mexico 87503
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M. L. FELDMAN
Direct Examintion by Mr. Carr

Cross Examination by Mr. Nutter

EXHIBITTS

Applicant Exhibit One, Unit Agreement

Applicant Exhibit Two, Letter
Applicant Exhibit Three, Plat

Applicant Exhibit Four, (A-E) Report
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MR. NUTTER:' Call Case Number €519,

MS. TESCHENDORF: Case 6519. Application of
fnexco 01l Company for a unit agreement, Eddy County, New
Mexico.

MR. CARR: May it please the Examiner, I'm
William F. Carr, Campbell and Rlack, P. A., Santa Fe,
appeariné on behalf of the épplicant.

I have one witness who needs to be sworn.
(Witness sworn,)

M. L. FELDMAN
being called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. CARR:

0. | Will you state your full name and your
present occupation? !
A My name is M. L. Feldman, F-E-L-D-M~A-N,

I'm a geologist for Inexco 0Oil Company, handling southeast

New Mexico.

0. Mr. Feldman, have you previously testified

before this Commission, had your credentials accepted and

made a matter of record?




1 A Yes, I have,

2 0. Are you familiar with the Bison Wallow Unit
- ' 4 and the matters contained in the applicaiion whiich is perdir#’ !
4 before the Commission in this case?
5 A. Yes.
r 8 MR. CARR: Are the witness' credentials I
| 7| acceptable? :
S MR. NUTTER: Yes, they are. a
o 0. (Mr. Carr continuing.) Mr. Feldman, will
gg §§ 10 you refer to what has been marked for identification as
g# gg " Exhibit Number One, and explain to the Examiner what it is?
i ) : /\ E%EZ 12 A, This is a copy of the unit agreement for
, §§§'§ 3 the Bison Waliow Unit in 25 and 26 South‘, 29 East, Eddy
t égég 4 County, New Mexico.
15 0. Mr. Feldman, is the form of the unit agree-
16 ment that which is prescribed by Federal regulations?
v A, Yes, it is.
’ '8 Q Has this application been submitted to the
" State Land Office and approved as to form?
» A We have -- it has been submittéd. We have
2 discu;sed this with the State Land Office. They see no
: 2 problem in our form and will send us a letter to that effecft
23 | |
"""" : \ in the next few days.
- | 2 0. Mr. Feldman, when you receive that letter
2 i

will you supply copies to the 0il Conservation Division?
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A, Yes.

0 Has the unit area been designated by the

United States Geological Survey as an area l1naicallu eunitahlh

for development under a unit plan of development?
A, Yes, 1t has.
0. And is their letter of approval what has

been marked as Inexco kxhicit Number Two?

n

A, Yes., Thieg igc the approval afiter ithe --
following the preliminary hearing and submittal of the re-
port, geologic report, to the USGS in Roswell, New Mexico.

0. Will you please tell the Examiner the total
number of acres within the unit and the percentage of this
acreage which is Federal and the percentage which is State?

A The unit as proposed has 7,040 acres.

5,760 acres are Federal lands. That's 81.81 percent. And
1280 acres are State iand. Ehat's 18.18 percent. There is

no fee land.

¢} Okay.
A It's all Federal and State.
0. Will you refer to what has been marked for

identification as Exhibit Number Three and explain to the
Examiner what it is and what it shows?

A this is a breakdown of the unit acreage as

to Federal and State, the various tracts, of the Bison

Wallow Unit, which is in Township 25 and 26 South, Range-
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' 29 East, Eddy County, New Mexico.
2 0 Where does this unit lie in respect to
3 other units in the area?
|
4 A This is the southern portion of what was
5 the Mobil Corral Draw Unit, which was contracted by Mobil
6 last year, and on the Mobil Corral Draw Unit two wells wera>
7 drilled, the Mobil No. 1 Corral Draw Unit, which was comn-
8 pleted as a Morrow gas well, and which has made some 1.76 1
9 billion cubic feet of ga;s, and the ~- in Se;tion 22, both
gggg 10 of these were in 25 South, 26 -- 1 mean, 25 South, 29 East,
Eggg 1 Section 14 is the MObil No. 1 Corral Draw ﬁnit; Section 22
—~ 2 § 5 12 . . . :
“-‘lggé is the Mobil No. 2 Corral Draw Unit well, which was com-
v ggég 13 pleted for a Wolfcamp discovery, and it made a few hundred
:I‘:?ES.E. " thousand cubic feet of gas.
15 Q. Now, Mr. Feldman, I would ask you to direct
18 your attention to what has been marked as Inexco's Exhibit
7 Four A through Four E, and briefly review this réport for
18 the Examiner, referring to the maps by name, and indicating-
19 the significance of such maps and the cross sections.
2 A Exhibit Four A is an index map showing the
2 location ofrthe_ proposed Bison Wallow Unit. On tiliS‘ mé’p '
2 are two intestinal-shaped trends, which are the -- which
o 2 we believe to be alongshore bar trends, clastic bar Lrends,
- % of the Morrow.
» The pinched in areas, one of which is markéd

*iamna,
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! surge channel, are believed to be surge channels in which

portrayed as being on the shelfward edge of the trend.

2 an intimate admixture of lagoonal shales and silts and i
3 basinal shales and s}lts,'form a barrier to lateral migratio”{ -
4 ybéeparatinéyphese various pods into separate reservoirs in
5 the Morrew formation.
8 _ » On this map there are portrayed the Mobil
7 No. 1 and 2 Corral Draw Unit wells in Section -~ Sections
8 14 and 22 of 25 gouth, 29 EBast, and these two wells are |
| ; I

o 10 .
. ggg; The Bass 42 Poker Lake Unit Well, a small
og .= : '
el 1 . . . .
z.,:% Atoka discovery in 25 South, 30 East, Section 10, is por-
-~ O og
= Rt 12
' ; § trayed as being on the basinward southeast flank of this
x3d% _
13
:;‘Qé"‘ alongshore clastic bar.
: -
’ <E :g 14 . o , |
w3 Exhibit B is a“top of the Morrow B limestone
15 ’
a persistent oolitic limestone within the Morrow section,
16 '
a structure map based on top of the Morrow B limestone.
17 ' - , . . .
It shows an anticlinal feature, a topographic high. The
18 :
unit -- one of the parameters used for drawing this unit
19 y
was that all proration units of 320 acres or more would fall
20 ; y : ) ~
more than 50 percent within the contour which is 10,700
21
feet subsea.
¢ 22 » » 3 - -
The exhibit marked Exhibit C at the top is
23 . ,
B , T ’ an Isolith map of the Morrow sands. It shows the very thin
‘ g% e
: . 24
o sands of the Mobil No. 2 Corral Draw Unit. It shows that
25 '

this well on the flank of this alongshore bar had only 9 feef
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of net sand. The thickest bed was 3 feet thick and it had
only one foot of greater than 7 percent porosity, sand with
greater than 7 percent porosity.

The Mobil No. 1 Corral Draw Unit in Section
14, 25 Ssouth, 29 East, had a little more sand. It had 47
feet of net sand. It had -- its thickest bed was 7 feet
thick and it had 10 feet of sand with‘greatcr than 7 percent
norosity.

Our proposed location is in the southeast
quarter of the northeast quarter of Section 34, 25 South,
29 East, and is shown on this map. It is shown within
sight of the 150-foot net contour, net sandétone contour,
of the Morrow, and 'also a second parameterx used for out-
lining this unit was the fact that all 320-acre oxr larger
proration units féll more than 50 percent within the‘106~
foot net sandstone Isolith.

Exhibit D is an east/west cross section
through the two Mobil Corral Draw Unit Wells. It portrays
the stratigraphic position of the Morrow B limestone, which
was the Exhibit B, which was the structural horizon on
which Exhibit B was contoured. It also portrays the sands
of the lower Morrow clustics section in this stippled pat-

tern.

It shows two parameters that we use to

choose the location of alongshore bars. One of these ‘para-
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L meters is the fact that if you -~ as you approach an along-
2 shore bar the base of sands within the Morrow Clastics sec-
3 tion descends in the section so that the Mobil No. 2 Corral
4 Draw Unit Well, the lowest stratigraphic position of sanud
5 within this well was at the base of the Morrow B limestone,
6 whereas, in the Mobil No. 1 Corral Draw Unit, which is
7 slightly higher, or’ slightly more towards the axis of this
8 alongshore bar, you can see that the base of the Morrow
8 sands, or the bottom sand is some 100 feet’or so below the
gg §§ 10 Morrow B limestone.
; :Egg " The Bass No. 42 Poker Lake Unit, on the
! Ty 2535 12 \ . .
1555 other hand, has sand which we feel is on the basinward
;gg*} 13 side of the this alongshore clastic bar, has sand sorﬁe 200
i - .
T’ 5%:-?5 " feet below the Morrow B limestone. So we feel that it is
15 closer to the axis of this alongshore bar than either of’tfxe
16 Mobil wells. |
1 And our proposed location for the first test
'8 of this unit is near the axis of the alongshore bar where
9 we expect to encounter some 150 or more feet of_\ net Morrow
2 sandstone in the lower Morrow Clastic section.
2 Q. Mr. Feldman, will you briefly summarize
2 your »conclusions as to the formations you are likely to
L o : - 2 encounter which will be capable of .commercial production?
- 2 A Within this vicinity of Delaware Basin,
® -which we're somewhat centrally located be/t':ween the outcrops
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! of the Capitan Reef to the west in Eddy County, some 30

2 miles to the west, and the subcrops of the Capitan Reef in
3 southeastern Lea County, ahout 30 milea +n the eaat . in
|
4 this vicinity we have production from the Bell Canyon, or
5 Delaware Sand section, the Bone Spfings Sand, and the
6 Cherry Canyon, which I should have mentioned first, very
7 marginal oil and gas production from the shallow Permian
84 horizons. The moot likely commeircial production in this
9 area, and there is nearby production from these zones, is
o 10 : ‘ . .
gg 3~ the Wolfcamp, lower basal Permian Wolfcamp section; the
G s :
Mg Se 11 , . .
, ZES-S Strawn section of the Pennsylvanian; the Atoka section of
o O; o
=3 OR 12 : :
- :§ 8§ “the Pennsylvanian; and the Morrow section of basal Pennsyl-
LA |
:gs’; vanian age.
2Esd 14 ‘
w8z Q Will you please tell the Examiner the loca-
15
tion and projeécted depth for the initial test well in the
16 X
unit?
17 L : , ; .
A - The initial test well would be in the south-
18
east quarter of the northeast quarter of Section 34, 25
19 . ’
South, 29 East, Eddy County, New Mexico. We have a proposed
20 .
depth of 14,200.feet and/or 175 feet below the top of the
21 "
Morrow C zone, which is illustrated on the cross section,
22 .
Exhibit C, not to exceed a total depth of 14,400 feet.
23 . . N . )
Q Have you contacted other working interest
) 24 ;
owners within the unit area?
25

A» All of the working interest unit -- all




other working interest operators within the unit have been
contacted.

) And what percentage of the working interesate
will be committed to the unit and also what percentage of
the royalty interests?

A At this date better than 94 perxrcent of

the working interest will be committed, and I believe that

that will be true, also, of the Yoyalty»interest.’
0. And this will give you effective control of
the unit?

A, Yes, it will.

(§06) 471-2482

0 Mr. Feldman, in your opinion will the oper-

ation of this area under the proposed unit plan of operation

SALLY WALTON BOYD
CERTIFIED SHORTHAND REPORTER
Santa Fe, New Mexico 87501

3020 Plnza Blanca

be in the interest of conservation and the prevention of

waste?
) Yes, it will.

1) In the event of production, will the cor-

pYY

relative rights of all parties to the unit agreement be
proiected?
A Yes.
0 Were Exhibits One through Four F either
Wprepared by you or compiled under your direction and super-
vision?
Yes.

At this time, Mr. Examiner, we would offer
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into evidence Inexco's Exhibits One through Four F.

MR. NUTTER: Inexco Exhibits On7 through
Four F will be admitted in evidence.

MR. CARR: Mr. Examiner, at this time I
would also like to state that we've just been notified by
Ray Graham that the Land Office has given preliminary ap-
proval on the Bison‘Wallow Unit and MR. Feldman will have

a letter available for you later today.

MR. NUTTER: You answered my next question.

MR. CARR: And I have nothing further at

this time.

CROSS EXAMINATION

BY MR. NUTTER:

0 Mr. Feldman, why did Mobil contract the
Corral Draw Unit and eliminate all this acreagé from the

unit if it's a good prospect?

A, They contracted it because they felt that
the Federal government -- it's my understanding, this is
hearsay - that they felt that the Federal government was

going to force the contraction, either force develcpment or
contraction of some of the‘large units which cover most of
the éast half of westexrn Eddy County,'and as a resulf they -
contacted us and asked -- they felt that they still had a

prospaect there. They contacted us and asked our company
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' ! if we would like to consider farming out from them and
2 forming a new unit there.
3 Q. I see.
; ) ’ N .
" A And so when they contracted it, and that
5 extended all the leases within the unit for two years, which
i 6 yave us —-- and that happened last fall, and that gave us
7 time to put a new unit together covering the -- a portion
8 of what used to be the southern portion of their unit.
9 0. Well now d4id this Mobil Corral Dbraw No. 2
g"gg 10 in Section 22 used to be in the unit, also?
2fie
g 11 . . . .
:E:% I notice it's outside the unit boundary.
— se .
-3 SR 12 S .
N -<J§ gg A It's outside, I believe, of the contracted
> z
Fong 13
,:;géf unit, but I believe that it was within the -~
od
- 33 14 N
»ny3 Q So that acreage was contracted out, also,
15 | ‘
) then.
. 16 ‘ . .
R I believe that is correct.
17 ‘ )
0} And the old unit has only the one well, the
13 : c .
No. 1 Well in it.
19 . .
A That is my understanding.
20 . :
0 And the Land Office, you have your letter
21 .
, from the GS, and the Land Office has now tentatively ap-
22 :
proved the unitizaticon ¢f these launds, aliso?
23 .
) T - A, Yes, that 1s correct.
: . 24 * :
= N, - ) MR. NUTTER: Are there any other questions
26 "
‘of the witness? He may be excused.
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Do you have anything further, Mr. Carr?

MR. CARR: No, sir.

MR. NUTTER: Does anyone have anything they

wish to offer in Case Number 6519°?

We'll take the case under advisement.

(Hearing concluded.)
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REPORTER'S CERTTIIFICATE

I, SALLY WALTON BOYD, a Court Reporter, DO HERERY
CERTIFY that the foregoing and attached Transcript of
Hearing béfore the 051 Conservation Division was reported
by me; that said transcript is a full. true. and correct
record of the hearing, prepared by me to the best of my
abijity, knowledge, and skill, from my notes taken at the

time of the hearing.
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11 Apridi 1979
BAAMINER HEARING
IN THE MATTER OF:

a unit cgreenent, rady Ceunty, New

)
)
)

Application of Inexco 0il Company for ) CASE
)
Mexico. )
)

BEFORE: Daniel S. Nutter

@

TRANSCRIPT OF HEARIN

APPEARANCES

For the 0il Consgervation Lynn Teschendorf, Esg.
Division: ’ Legal Counsel for the plvision
State Land Office Bldg.
Santa Fe, New Mexico 87503 .

For the Applicant: ¥villiam F. Carr, Esq. '\g

CAMPBELL & BLACK P. A.
Jefferson Place
Santa Fe, Naw Mexico 87501
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MR. NUTTER: Call Cage Numbey 6519,

MS. TESCHENDORF: Case 6519. Application of
Tnaven D11 Comnany for 2 agiesiment, Eddy county, Now
Mexico.

MR. CARR: May it please the Examiner, I'm
William F. Carr, Campbell and Black, P. A., Santa Fe,

appearing on behalf of the applicant.

I have one witness who needs to be pworn.

{Witness sworn.)

(505) 4712482

M. L. FELDMAN

being called as a witness and having been duly sworn upon

SALLY WALTON BOYD
CERTIFIED SHORTHAND REPORTER
Sania Fe, New Mexico 87501

3620Paza Blanca

his oath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. CARR:

Q wWill you state your full name and your

present occupation?
A My name is M. L. Feldman, F~-E-L-D-M-A-N,
I'm a geologist for Inexco 0il Company, handling southeast

New Mexico.

Q Mr. Feldman, have you previously testified

before this Commission, had your credentials accepted and

made a matter of record?
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~and the matters contained in the application which is pendin(

ment that which 1is prescribed by Federal regulations?

A Yas, X have.

0 Are you familiar with the Bison Wallow Unit

before the Commission in this case?
A, Yas,
MR. CARR: Are the witness' credentials
acceptable?
MR. NUTTER: Yes, they are.
0 (Mr. Carr continuing.) Mr. Feldman, will
you refer to what has been mavked for identification as
Exhibit Number One, and explain to the Examiner what it is?

» [V
A This is. a copy of the unlt agrecment for

the Bison Wallow Unit in 25 and 26 South, 29 East, Eddy

County, New Mexico.

Q Mr. Feldman, is the form of the unit agree-

3.

e

A Yoz, it

Q Has this application been submitted to the
State Land Office and approved as to form?

A We have -~ it has been submitted. We have
discussad this with the State Land Office. They see no

problem in our form and will send us a letter to that effect

in the next few days.

0 Mr. Peldman, when you receive that letter

will you supply copies to the 0il Conservation Division?

—
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A Yes.

0. Has the unit arca been designated by the
United Statos Geological Survey as an area loyically suitablé
for development under a unit plan of development?

A Yas, 1t has.

Qo And is their letter of approval what has
bean marked as Inexco Exhibit Numker Two?

A Yes. This is the approval after the -~
following the preliminary hearing and submittal of the re-
port, geologic report, to the USGS in Roswell, New Mexico.

Q Will you please tell the Examineé the total
number of acres within +ha unit and the porcentage of this
acreage which 1s Federal and the percentage which is Stata?

A The unit as proposed has 7,040 acres;

5.760 acres are Federal lands. That's 81.81 percent. And
1280 acres are State land. That's 18,18 percent. There is
no fee land. |

Q | Okay.

A It's all Federal and State.

Q Will you refer to what has been marked for
identification as Exhibit Number Three and explain to the
Examiner what it is and what it shows?

A This is a breakdown of the unit acreage as

to Federal and State, the various tracts, of the Bison

Wallow Unit, which is in Township 25 and 26 South, Range
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29 East, Eddy County, Hew Mexico.

Q Where does this unit lie in respect to
other units in the area?

A This is the southarn portion of what waé
the Mobil Corral Draw Unit, which was contracted by Mobil
last year, and on the Mobil Corral Draw Unit two wells were
dfilled, the Mobil No. 1 Corral Draw Unit, which was com-
plated as a Morrow agas wall. and whinh haa made asoma 1.76
billion cubic feet of gas, and the =~ in Section 22, both
of these were in 25 South, 26 ~- I mean, 25 South, 29 East,
Section 14 is thé MObil No. 1 Corral Draw Unit; Section 22
is the Mobhil No, 2 Corral Draw Unit well, which was com-
pleted for a Wolfoamp discovery. and it made a few hundrad
thousand cubic feet of gas.

o Now, Mr., Feldman, I would asgk you to direct
your attention to what has been marked as Inexco's Exhibit
Four A through Pour E, and brisfly review this report for
the Examiner; referring to the maps by name, and indicating
the significance of such maps and the cross sentions.

A, Exhibit Four A is an index map showing the
location of the proposed Bison Wallow Unit. On this map
are two intestinal-shaped trends,iwhich are the -~ which |
we believe to be alongshore bar trends, clastic bar trends,
of the Morrow.

The pinched in areas, one of which is marked
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surge channel, are believed to bé surge channels in which
an intimate admixture of lagoonal shales and silts and
basinal shales and silts, form a barrier to lateral migratioj
separating these various pods into separate raservoirs in
the Morrow formation. \
On this map {here are porﬁtrayed the Mobil
No. 1 and 2 Cbrral Draw Unit wells in Section -~ Sections
14 and 22 of 25 South, 29 East, and these two walls are
portrayed as being on the shelfward edge of the trend.
The Bass 42 Poker Lake Unit Well, a mﬁall

Atoka discovery in 25 South, 30 East, Section 10, is por-

trayed as being on the basinward southeast flank of this

~alongshore clastic bar,

Exhibit B is a +op of the Morrow B llimestone

- a persistent oolitic limestone within the Morrow section,

a structure map based on top of the Morrow B limestone.

unit -- one of the parameters used for drawing this unit
was that all proration units of 32¢ acres or more would fali
more than 50 percant ‘within the contour which is 10,700
feet subsea.

The exhibit marked Exhibit C at the top is
an Isolith map of the kMorrow sands. It shows the very thin
sands of the Mobil No. 2 Corral Draw Unit. It shows that

this well on the flank of this alongshore bar had only 9 fee

™.
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of net sand. The thickest bed was 3 feot thick and it had
only one foot of greater than 7 percent porosity, sand with
greater than 7 percent porosity.

The Mobil nNo. 1 Corrxal bDraw Unit in Section
14, 25 South, 29 East, had a little more sand. It had 47
feet of net sand. It had -~ its thickest bed was 7 feet
thick and it had 10 feet of sand with greater than 7 percent
porosity.

Our proposed location is in the southeast
quarter of the northeast quarter of Section 34, 25 Soutt,

29 East, and is shown on this map. It is shown within

. : 1 3R : . 2219 CORLOLL ;

sigut'cf the 150-foot net contour,
of the Morrow, and also a second parameter used for out-
lining this unit was'the fact that all 320-acre or larger
proration units fall more than 50 percent within the 100-
foot net sandstone Isolith.

Exhibit D is an east/west cross section
through the two Mobil Corral Draw Unit Wells. It portrays
the stratigraphic position of the Morrow B limestone, which
was the Exhibit B, which was the structural horizon on
which Exhibit B wasvéontOured. It also portrays the sahds
of the lower Morrow clastics section in this stippled pat~

tern.

It shows two parameters that we use to

choose the location of alongshore bars., One of these para-~
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! meters is the fact that 1if you -- as you approach an along-

2 shore bar the base of sands within the Morrow Clastics sec~
3 tion descends in the section so that the Mobil No. 2 Corral
4 Draw Unit Well, the lowest stratigraphic position of s_and

5 within this well was at the base of the Morrow B limestone,
6 whereas, in the Mobil No. 1 Corral Draw Unit, which is

slightly higher, or slightly more towards the axis of this

|
!
8 alongshore bar, you can see that the base of the Morrow l
9 sands, or the bottom sand is some 100 feet or so bhelow the
g‘ §§ 10 Morrow B limestone.
gggé " 'i‘lxe Bass No. 42 Poker Lake Unit, on the
o~ e .

g g‘gg; "2 otherxr ’hrand, h}asﬁ sandbwl:)rich we feel j.s on t‘,hQ Hbaﬂsinward o
gégg 3 side of the this alongshore clastlic bar, Lkas sand some 200 l
ﬁﬁga " feet below the Morrxow B limestone. So we feel that it is |

15” closer to the axis of this alongshore bar than either of the
16 Mobll wells. .
7 And our proposad location for the first test I
8 of this unit is near the axis of the alongshore bar where !
1 we expect to encounter some 150 or more feet of net Morrow
% sandstone in the lower Morrow Clastic section.
21 Q Mr. Feldman, will you briefly summarize
2 your conclusions as to the formations’you are likely to

) % encounter wi;ich will be capable of cémmercial production?
2 A Wwithin this vicinity of Delaware Basin,

25 : ,
‘ which we're somewhat centrally located between the outcrops
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B ! of the Capitan Reef to the west in Eddy County, some 30
2 miles to the west, and the subcrops of the Capitan Reef in
3 " southeastern Lea County, about 30 miles to the east, in
4 thié vicinity we have production from the Bell Canyon, or
5 Delaware Sand section, the Bone Springs Sand, and the
6 Cherry‘c'anyon, which I should have mentioncd first, very
7 marginal oil and gas production from the shallow Permian
¥ horizons. The most likely commercial production in this .
o area, and there is nearly production from these zones, is
§§§E 10 the Wolfcamp, lower besal Permian Wolfcamp section; the
gngg 1? Strawn section of' the Pennsylvanian:‘ the Atoka section of
. gggg '? the Penneylvani;n; and the Morrow é_e_ction of basal Pennsyl-
§-§ 3; H vanian age. l
“"’Eg " Q Will you please tell the Examiner the loca- I
" tion and projected depth for the initial test well in the -
" unit? | l
Rk ’ A, The initial test well would be in the south= :
8 east quarter of the northeast quarier of Saction 234, 2E I
' South, 29 East, Eddy County, Nev Mexico. We have a proposed I
20 depth of 14,200 feet and/or 175 feat helow the top of the ;
? Morrow C zone, which is illustrated on the cross section,
% £xhibit C, not to excead a total depth of 14,400 feet.
_ 2 Q Have you contacted other working interest
o
* owners within the unit area?
* A, All of the working interest unit -- alll
l
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othexr working interest opérators wichin the unit have been
contacted.

0 And what percentage of the workinag interests
will be committed to the unit and also what percentage of
the royalty intefests?

A At this date better than 94 percent of
the working interest will be committed, and I believe that

that will be true., also, of the rovalty interaagt,

0 And this will give you effective control of
the unit?

A Yes, it will,

0 Mr. Feldman,;inbyou: opinion will the oper-

ation of this arua under the proposed unit plan of operation
be in the interest of conservation and the prevention of
waste?

A Yes, it will.

0 Tn +he avent of prodﬁctioﬁ; will the cor-
relative rights of all parties to the unit agreement be
protected? .

A Yes.

"g‘ Were Exhibits One through Four P either
prepared bj you or compiled unde¥ your direction and super-
vision?

A Yas.

Q At this time, Mr. Examiner, we would offer
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into evidence Inexco's Exhibits One through Four F.

MR. NUTTER: TInexco Exhibits One through
oui T will bu admitted in evidence.

MR. CARR: Mr. Examiner, at thié time I
would also like to state that we've juaﬁ been notified by
Ray Graham that the Land Office has given preliminary ap-
proval on the Bisor Wallow Unit and BR; Feldman will have
a letter available for you later today.

MR; NUTTER: You answered my next question;
MR. CARR: And I have nothing furthex at

this time.

CROSS EXAMINATION
BY MR. NUTTER:
Q - Mr. Feldman, why did‘Mobil contract the
Corral Draw Unit and eliminate all‘tﬁis‘acreage from the
unit if it’g*a‘ébéd prospect?

A They contracted it because they felt that
the Pederal government ~-- it's my uhdérstandinq, this is
hearsay -- that thay falt that ihe»?édérai qovarnment was
goihg to force the contraction, eitﬁbr force development or
contraction of some of the large>units which cover most of
the east half of western Eddy Cbunt?f and as a result they

contacted us and asked -- they felt that they still had a

prospect there. ' They contacted us and asked our company
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1f we would like to consider farming out from them anad
forming a new unit there.

Q I sco.

A And so when they contracted it, énd that
extended all the leases within the unit for two years, which
gave us ~~ and that happened last fall, and that yave us
time to put a new unit together cévering the ~~ a portion
of what used to be the sopthern portion of their unit.

Q Well now did this Mobil Corral Draw No. 2
in Saection 22 used to be in the unit, also?

I notice it's outside the unit boundary.
A, It's outsgide, I believe, of the csntracted

unit, but I believe that it was within tha -~

Q So that acreage was contracted out, also,
then.

A I believe that is correct.

0 And the old unit has only the one well, the

No. 1 Well in it.

A, That 3s my understanding.

0. And the Land Office, you have your letter
from the GS, and the Land Office has now tentatively ap-
proved the unitization of these lands, also?

A Yes, that is correct.

MR. NUTTER: Are there any other questions

of the witness? He may bs excused.
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Do you have aaything further, Mr. Carr?

MR, CARR: No, sir.

227 AYTIMNMMYY . Mmma asunavamwan ha -
v e ns A Avaste savaw Lo

444N > YA de St AN L

wish to offer in Case Number 65197
We'll take the céae under advisement,

(Hearing concluded.)
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I, SALLY WALTON BOYD, a Court Reporter, DO HEREBY

CERTIFY that the foremoine and attached Transcript of

Hearding before the 011 Conservation Division was reported

by me; that sald transcript is a full. true. and correct

record of the hearing, prepared by me o the best of my

‘abllity, knowledge, and skill, from my notes taken at the

time of the hearing. , . , ; LN

5ally W. Boyd, C.S.R.
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Docket No. 14-79

Dockets Nos, 16~79 and 17-79 are tentatively set for hearing on’_l\pril 25 and May 9, 1979, Applications for
hearing nust be filed at least 22 days in advance of hearing date,

DOCKET:  EXAMINFR HEARING - WEDNESDAY ~ APRIL 11, 1979

9 AM, -~ OTL CONSERVATION DIVISTON CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

ile following cases w{(ll be heard before Danicl §. Nutter, Examiner, or Richard L. Stapets, Alternate Exanminer:

CASE 6517: .

CASE 6518:

CASE_6519:

\,‘ fagn s T

CASE 6520:

CASE 6521:

CASE 6522:

CASE 6523:

CASE 6502

Application of llanagan Petroleum Corporation for special pool rules, Eddy County, New Mexico,
Applicant, in the above~-styled cause, seeks the promulgation of special pool rules for the Avalon-
Wolfcamp Gas Pool, Fddy County, New Mexico, to provide for 320-acre spacing rather than 160 acres,
In the absence of objection, this pool will be placed on the standard 320-acre spacing for Wolfcamp
gas pools rathor than the present 160-acre spacing.

Application of McClellan 01l Corporation for an unorthodox gas well location, Chaves County, New
Mexico. Applicant, in the above-styled cause, seeks approval for the unorthedox location of its
Federal Well No. 2, located 2310 feet from the North and East lines of Section 11, Township 14 South,
Range 28 East, Sams Ranch~Grayburg Gas Pool, Chaves County, New Mexico, the NE/4 of said Section 11

to be dedicated to the well.

Application of Inexco 0il Company for a unit agreecment, bddy Ccmnty, New Mexico. Applicant, in the
above-stvled canse, cooks anproval for 25 Blgon Vsllow Undl Area, coupiising 7,040 acres, more or

less, of Federal and State la'lds in Townships 25 and 26 South, Range 29 East, Eddy County, New Mexico.

Application of Belco Petroleum Corporation for downhole commingling, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the dounhole commingling of Strawn a.d Morrow
production in the wellbore of its Union Mead Com Well No. 1 located in Unit H of Section 8, Towmship
22 South, Range 27 Fast, Carlsbad Field, Eddy County, New Mexico.

Application of Adobe 011l Comvany for a unit agreeni‘enf, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks approval for its East Tatum State Unit Area, comprising 2,560 acres, more
or less, of State lands in Township 12 South, Range 36 East, Lea County, New Mexico.

Application of Patyvoleum Corporation of Texas tor downhole commingling, San Juan County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the downhole commingling of Fruitland and
Pictured Cliffs production in the wellbore of its Hanley Well No., 2~A located in Unit F of Section
18, Township 29 North, Range 10 West, San Juan County, New Mexico. h

Application of Lonnie J. Buck for compulsory pooling, Lea County, New Mexico., Applicant, in the
above-styled cause, seeks an order pooling all mineral interests in the Yates formatlon underlying
each of the following 40-acre tracts in Sectioi: 25, Township 25 Soiuth, Range 36 East, Lea County,
New Mexico: NW/4 SW/4 to be dedicated to the Brown Well No. 6 located in Unit L and SW/& SW/4 to

be dedicated to the Brown Well No. 7 located in Unit M. Also to be considered will be the cost of
recoupleting said wells and the allocation of the cost thereof as well as actual operating costs and
charges for supervision. Also to be considered will be the designation of applicant as operator of
the wells and a charge for risk involved in reccmpleting said wells.

(Continued from March 28, 1979, Examiner Hearing

Application of Stevens 0il Company for compulsory pooling, Chaves County; New Mexico. Applicant, in
the above-styled cauce, m.,.ks an order pooling all mineral interests in the San Andres formation
underlying the SW/4 SW/4 of Section 30, Township 8 South, Range 29 East, Chaves County, New Mexico,
to be dedicated to a well to be drilled at a standard location thereon,’ Also to be considered will
be the cost of drilling and completing caid well and the allocation of the cost thereof as well as
actual operating costs and charges for supervision. Also to be consideredwill be the designation
of applicant as operator of the well and a charge for risk involved in drilling said well.

In the matter of the hearing called by the 0il Conservation Division on its own motion for an order
creating, abolishing, and ,extending the vertical and horizontal limits of certain pools imn Bddy and
Lea Counties, New Mexico: -

(a) CREATE a new pool in Eddy County, New Mexico, classified as an oil pool for Seven Rivers produc-
tion and designated as the Cave-Seven Rivers Pool. The discovery well is Kincaid and Watson Driliing
Company Humble 8 Well No., 7 located in Unit D of Section 8, Township 17 South, Range 2% East, NMPM,

Said pool would comprise:

TOWNSHIP 17 SOUTH, RANGE 29 EAST, NMPM
Section 8: NW/4




Commlsstoner o[ R:Hm Lands

P. O. BOX 1148
April 6, 1979 SANTA FE, NEW AEXICO 8750]

ALEX J. ARMIJO
COMMISSIONER

Inexco 011 Company
1100 Mflam Building
Suite 1900

Houston, Texas 77002

, Re: Proposed~Bison Wallow Unit-
- - .. ' Eddy County, New Mexico

ATTENTION: Mr. William G. Coodwin
Vice President

Gent lemen:

‘ We have reviewed the form of unit agreement, Exhibits Y'A" and
i 7 #p N which you iiave submitied {67 the Bison Wallow nit; Edd)’ County
New Mexico. Thie form of agreement meets the requirements of the
.Cormissioner of Public Lands, therefore, we have this date approved
your agreement as to form and content. .

On your Exhibit "B", Tract 17, Davoil, Inc. should not appear
under the Lessee of Record coluun, since Great Western Drilling Co.
is the only record title owner, Davoil, Inc. should appear under the
Working Interest column.

When submitting your agreement for final approval, the following -
‘are required by this office.

1. Application for final approval stating all tracts committed and
Tracts not committed.

2. Two fully executed copies of unit agreement-one must contain
original signatures, together with two copies of Exhibits "A"
and "B".

|

Two sets of all ratifications froh Lessees of Record and Working
Interest Owners.

One executed copy of Operating Agreement fully executed by all
parties. .

Order of the Mew Mexico 0il Conservation Division.
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Inexco Ol1 Company
April 6, 1979
Page 2,

6. The filing fce in the amount of One Hundred and Twenty
(5120.00) Dollars.

If we may be of further help plcase do not hesitate to call

on us,

Very truly yours,

ALEX J. ARMLJO
COMMLSSIONSR OF PUBLIC LANDS

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

i
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UNIT AGREEMENT ’

FOR THE DEVELOPMEN@ AND OPERATION
or THE
BISON WALLOW UNIT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO

NO.

"'HIS AGREEMENT, entered into as of the 12th day of

March » 19 79 , by and between the parties

subscribing, ratifying, or consenting hereto, and herein referred
to as the "parties hereto,"

WITNESSETH:

WHEREAS,‘the parties hereto are ;he owners of working, royalty,
or other Qil and gas interests in the unit area subject to this
agreement; gnd

WHEREAS, the' Mineral Leasing Act of Febrdary 25, 1920, 41 Stat.

437, as amendcd, 3¢ U, §. C. Secs. 181 et seq., authorizes Federal

!
. i
1essees and their representatives to unite with each other, or
jointly or separately with others, in collectively adopting and c
operating a cooperative or unit plan of development or operation }
: df any oil or gas pool, field, or like area, or any part thereof
for the purpose of more properly conservihg the natural resources
thereof whenever determined and certified by the Sec “etary of the
" Interior to be necessary Orvadvisable in the public interest: and
WHEREAS,Uthe Commissioner of Pubiic Lands of the State of
New Mexico is aufhorized by an Act of the Legislature (Sec. 7-11-29
" N.M. Statﬁtes 1953 Annotated) to consent to or approve this agree-
ment on beh&lf of the State of New Mexico, insofar as it covers
and ingludes lands and mine:al interest of thé State of New Mexico;
and, | | | |

- WHEREAS, the 0il Conservationqummissioh ij§hef$§§F¢ of New

Mexico is authorized by an Act of the Legislature (Chapter 72, Laws

1, ‘ | of 1935, as amended by Chapter 193, Laws of 1937; Chapter 166, Laws

£ Hoa P WOT price boo Coseridll
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of 1941; and Chapter 168, Laws of 1949) Lo approve chis agrecement
and the conservation provisions hercof; and,
WHEREAS, the parties hercto hold sufficient interests in the

BISON WALLOW Unit Area covering the land hereinafter

described to give reasonably effective control of operations there-
in; and

WHEREAS, it is the purpose of the parties herecto to conserve

obtainable through development and operation of the area subject

to this agreement under the terms, conditions, and limitations
herein set forth;

NOW, THEREFOCORE, in consideration of the premises and the

)

“promises herein contained, the parties hereto commit to this

agreement their respective interests in the below-defined 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 plaﬁ regulations,
heretofore issued thereunder or valid, pertinent, and reasonable
regulations hereafter issued thcrcunder are accepted and made é
par£ of this agfeement as to Federal lands, provided such

regulations are not inconusistent with the terms of this agreement;

and to non-Federal lands, the oil and gas operating regulations

in effect as 6f the effective date hereof governing drilling and
prodhcing operations, not inconsistent with the terms hereof or the
laws of the State in which the non-Federal land is located, are
hereby accepted and made a part of this agreement.

2. QE;T AREA. The following described land is hereby

designated and recognized as constituting the unit area:

T-25-S, R-29-E, NMPM : T-26-S, R-29-E, NMPM
Section 25: All Section 2: Aall
Section 26: All Section 3: All
Section 27: -All : Section” 4: All .
Section 33: All Section 9: N 1/2
0: N 1/2

Section 35:"-All : Section 10
Section 36: All :

EDDY COUNTY, NEW MEXICO
Containing 7,040. ACRES,
More or Less
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Exhibit "A" attachced hereto is a map showing the unit arca and
the boundaries and indentity of tracts and lceases in said area
to the extent known to the Unit Operator. PExhibit "B" attached
hereto is a schedule showing to the extent knbwn to the Unit
Operator the acreage, percentdge, and kind of ownership of oil
and gas interests in ali lands in the unit area. llowever, nothingb
herein or in said schedule -or map shall be construed as a
representation by.any party hereto as to the ownership of any
interest cther than such interest or interests as are‘SHOWh'in
gaid map or sChéduleyas owned by such party. Exhibi&s “A" and
“B" shall be revised by the Unit Operator whenever changes in
the unit.area render such revision necessary when requested by
the 011 zand Gas Supervisor, lereinafter referreq to as "Supervisor,"
or when requested by the Cqmmissioner of Public Lands of the
State of New Mexico, hereinafter referred to as "Land Commissioner,"
and not less than five {(5) copies of the revised Exhibits shall
be filed with the Supervisor and one (l) copy thereof shall be
filed with the Land Commissibner, and one (l)fcopy with the New-
Mexico OierOnservétion Commission, hereinafter referred to as
"State Commission." '

| The above-described unit area shéll, when p;acticable, be
expanded to .include therein any additional lands or shall be
contracted to exclude lands whenever such expansion or contraction
is deemed to be necessary or advisable to conform with the
purposés‘of this agréement. Such expansion or contraction shall
be effected in thg fbllowing manner:

(a) Unit Operator, on its own motion or on demand of the
Difector of the Geological Survey, hereinafter referred to as
"Director", or on demand of the Land Commissioner, after preliminary
concurrence by themDirectog, shall prepare a notice of proééééd
ekpanéion 6f contraction describiﬁg:tﬁe éontemplated changes in

the boundaries of the unit area,.the reasons therefor, and the

proposed effective date thereof, prefetab&y, the ?;ﬁst day of a

month subsequert to the date of notice.

(3)
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{(b) Said notice shall be delivered to the Supervisor, the

Land Commissioner and the State Commission, and copics thereof
mailed fo the last known adﬁress of cach working-interest owner,
lessee, and lessor whose interest arc affected, advising that
thirty (30) davs will be allowed for submission to the Unit
Operator of any objections.

(c) Upon expiratibn of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the
Supervisor, the Land Commissioner, and the State Commission,
evidence of mailing of the notice of expansion or contractionvand
a copy of any objections thereto which have been filed with the
Unit Operator, tcgether'with an applicacion in suffi¢ient number,
for approval of such expansion or éontréction and wiﬁh appropriate
joinders.

(d) After due édnsideration‘of all pertinent information, .
the expansion or contraction shall, upon approval by the Supervisor,

)

the Land Conmissioner, and Sta

or

e Commnission, become effective as
of the date pre;cfibed in the notice thereof.

(e) All légal subdivisions of lands (i.e., 40 acres by
Govérnmenﬁ survey or its neérest lot or tract eqﬁivalent; in
instances of irregular survéys unusually large lots or tracts shall
be considered in multiplés'of 40 acres or the nearest aliquot

equivalent thereof), no parts.of which are entitled to be in a

participating area on or before the fifth anniversary of the effective

date of'thé first initial participating area established under this
unit agreement, shall be eliminated autqmatically from this
agreement, effective as of said fifth anﬁiveréary, and such lands
shall no longer be a part of the unit érea and shall no ionger be
subject to this agreement, ﬁnless diligent drilling operations

axye in progressfgn unitized 1aﬁds not entitled to péftiéipétibh
on‘said fifth anniversary, in which évent all such lands shall
iemain subjéct hereto for so long %s such drilling operations éie’
continued diligently, with not morefthﬁn 90 days' time elapsing

betwecr the completion of one such well and the commencement of the

next such well. All legal subdiﬁisions of lands not entitled to be

(4)




in a participating arca within 10 years after the offective
date of the first initial participating arca approved under this
agreement shall be automatically eliminated from this agreement
as of said tenth.anniversary. All lands proved productive by
diligent drilling operations after the aforesaid five-year period
shall become participating in the same ranncer as during said five-
year period. Howéver; when such diligent drilling operations
cease, all non-participating lands shall be automatically eliminated
effective s‘of tiie Sisi day thereafter. “he unit operator shall
within 90 days after the effective date of any climination hereundér,
describe the area so eliminated to the satisfaction of the Super- |
visor and the Land Commissioner and promptly notify all parties in -
interest. |
If conditions warrant extension of the ten-year period specified
in this subsection 2 (e), a single extension of not to exceed two
(years may be accomplished by éonsent of the owners of 90% of
in the c¢urrent hoﬁ4§érticipating unitized
lands and the owners of 60% cf the basic royalty interests'(exclﬁsive
of fhe basic royalty interests of the United States) in non-
partiéipatiﬁq,unitized lands with approval of the Director and Land
Commissioner, provided such extension appliqation is submitted
to the Director and the Land Commissioner not later than 60 days
prior to.the expiration of said ten—year:period.
Any -expansion éf the unit area bursuant to thic ccctiocon
which embraces lands theretofore elimated pursuant to this sub-

section 2 (e) shall not be considered automatic commitment or

recommitment of such lands.

3

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committéd

to this agreement shall constitute land referred to herein as

!
"unitized land" or "land subject to_this agreement." All oil and o l
gas in any and all formations of the unitized land are unitized
under the terms of this agreement and herein are called "unitized

substances."

4. UNIT OPERATOR. ___INEXCO OIL COMPANY

is hereby designated as Unit Operator and by signature hereto as




——

ance of the duties of unit operator, and shall not later than

-under.

unit Oberator agrees and consents to accept the duties and
obligations of Unit Operator for the discovery, development,

and production of unitized substances as herein provided. When-
ever reference is made herein to the Urit Operator, such reference
means the Unit Operator acting in the‘capacity and not as an owner
of interest in unitized substances, and the term "working-interest
owner" when uéed shall include or refer to Unit Operator as the
owner of a working iﬁterest when such an intcrest 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 establish~

ment of a participating arsa or arcecas 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 {6)
months after notice of intention to resign has been served‘by
Unit Operator on all working—interest owners and the Supervisor
and the Land Commissioner, and until all wells then drilled here-
under are'placeq.in a’satiSfactory condition ‘for suspension or’
abandohmehﬁ‘wﬁiCHevef is required by the-Supervisor as to Federal
lands and ‘the SLat¢-Commission as to State lands, unless a new R
Unit Operator shall have been selected ahd approved and ;shall have
taken over and assumed tﬁe'duties and leigations of Unit Operator
prior to the_expiration of said period.

Unit OUperator shall héve the right to resign in like manner
and subject to like limitations as above provided at any Fime a
participating area established hereunder is in4existehce, but;

in all instances of resignation or removal, until a successor unit

'Operator is selected and approved as hereinafter provided, the

working~interest owners shall be jointly responsible for perform-

days before such resignation or removal becomes effective appoint
a common agent to represent them in any action: to be taken here-

The resignation of Unit Operator shall not release Unit

-Operator from any liability.for any default by it hereunder occurring




prior to the effective date of its resignation.

The Unit Operator may, upon default or failure in the
performance of its duties or obligations hereunder, be subject
to removal by the same percentage vote of the owners of working
interests as herein provided for the selection of a new Unit
Opérator‘ Such removal shall be effective upon notice thereof to
the Supervisor and the Land Commiséioﬁer.

The resignation or removal of Unit Operator under this
agréement shall not terminate its right, title, or intcrest*as 
the owner of a working interest or other interest in unitized
substances, but upoh the resignation or removal of Unit Qperator
becoming effective, suck Unit Operator shall‘deliver plssession
of all wells; equipméht,'materials, and appurtenances‘hééd iﬁ‘
conducting the unit operations to the new duly qualifiéd successor
. Unit Operator or to the common agent, if no such new Unit Operator
ig_elected, to be“used for the purpose of conductinq unit
operations herecunder. Nothing herein shall bg construed as
authorizing removal of.any material, eQuipment, and appurtenances”

needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator
shaii tendef.his;or its resignation as Unit Operator or shall bév
removed as hereinabove provi&ed, or a change of Unit Operator is
negotiated by‘WOrking—interest anets, the owners of the working
interests in the participating area or areas' according to their
respective acreage interests in éUCh participating area or areas,
or until a participating area shall have been established, the
owners of the working interests aécording to their respective
acreage interests in all unitized land, shéll by majority vote
- select a successor Unit'Opératof: PrdVided, that, if a majority
b@tlless than 75 per éent,of the working interests qualified to
vote afe owned by one party to this agreement, a conéurfing votea
of one or more additional working iﬁterest.ownersashall be
required to selsct a now operatdt, Such selection shall not become

2ffective uhtil:

(7)




(a) a Unit Operator so selected shall accepl in uritinq
the duties and responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Super-
visor and approved by the Land Commissioner.

If'no successor Unit Operator is sclected and qualified as
herein provided, the Director and the Land Commissioner, at
their election, may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT.

"If the Unit Operator is not the sole owner of worklng 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 WOrkinq interests, all in accordance with the

4gieeiment or agreements entered into by and between the Unit
Operator and the owners of working interests. whether one or more,
separately orvcollectively. Any agreement or agreements entered

into between the working—interest owners and the Unit Operator

as provided in thls section, whether one oOr more, are herein

referred to as the funlt operating agreement. *Such unit operatlng
agreement chall also provide the manher in which the working-
interest owners shall‘be entitled to receive their respective
proportionate and allocated share of the benefits accruing hereto

in conformity with their underlying operating agreemehts, leases,

or other independent contracts, and  such other rights and obliqatiOne
es between Uhit'Operatorkand the working-interest owners as may be
agreed upon by Unit Operator and the working- 1nterest owners;
however, no such unit operating agreement shall be deemed elther
to modify any of the terms and conditions of this unit agreement,
or to relieve the Unit Operator of any fight or obligation
established under this unit agreement, and in case of any
inconsistency or conflict between this unit agreement and the
unit operating agreement, this unit agreecment shall govern. Three

true copies of any unit operatlng agleemcnt executed pursuant to

this i be 11 d w1tn the auperv1sor and one- true copy

-~ . Ofi PG VR |
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with the Land Commissioner, brior to approval of this unit agreement.

(8)




8. RIGHTS AND OBLIGATIONS O) UNIT OPERATOR. Except

as otherwise specifically provided herein, the exclusive

right, privilege and duty of exercising any and all rights of
the parties hereto which are necessary or convenient for
prospecting for, producing, storing, allocating, and distribut-
ing the unitized substances arc hereby delegated to and shall
be exercised by the Unit Operator as herein provided. Accept-~
able evidence of title to said .rights shall be deposited with
‘'said Unit Operator and, together with this agreement, shall
constituté and define the rights, privileges, and obligations

of Unit Operator. Nothing herein, however, shall be construed

™

Eo 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 exercice
the rights of possession and use vested in the parties hereto |
only for the purposes herein specified.

9. DRILLING PO DISCOVERY. Within six (6) months after

the effective déte.hereof, the Unit Operator‘shall begin to
drill an adequate test well at a,10catidn appfoved by the
Supervisor, if on Federal land, or by the Land Commissioner,

if on State land, unless on such effective date a well is being
drilled confo;mabiy with the terms hereof, 'and thereafter
continue such drilling diligentiy until the Pennsxlvanian Age

Beds have been penetrated to 175 feet below the top of the

Morrow "C" Zone and tested , or until at a lessei depth

- AR SR,

unitized substances shall be discovered which can be produced in

paying quantities (to-wit: quantities sufficient to repay the

costs of drilling, completing and producing operations, with

a reasonable profit) or the Unit Operator shall, at any time,

establish to the satisfaction of the Supervisor if on Federal
'land, or the Land Commissioner if on State land, that further
drilling of said'weil wou1d;Bé unwarrantqd-or imprabticablb;

provided, however, that Unit Operaﬁcr'Shali not, in aﬁytéVéﬁii

be reéuiped to drill said well to a depth in excess of 14,400

feet, .Until the discovery of a deposit of unitized substances

g
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capable of being produced in paying qguantities, the Unit

 Operator shall continue drilling diligenily one well at a
“time, allowing not more than six (6) months between the

completion of one well and the beginning of the next well,

until a well capable of producing unitized substances in paying

quantities is completed to the satisfaction of said Supervisor
if it be on Federal land or of the Land Commissioner if on
State land, or(until it is reasonably proved that the unitized
land is incapable of produéing unitized substances in paying
quantities in the formations drilled hereunder., Nothing in
this section shall be deemed to limit the right of the Uﬁit
Operator to résignraé provided in Sectién 5 hereof, or as
'requiring>Unit Operétor to commence or continue any drilling
durinq‘the period pending such resignation bécoming'éffecfive
in order to compiy.with the requifemenfé of'this section. The
Dirgctof and LandiCommissioner may modify the drilling -
requirements of ‘this section by granting reasonable extensions
of time When,;{n their opinion, such action is warrantcd. .

Upon failure to commence any well provided for in this

section within the time allowed, including. any extension of time
4granted by the Supervisor and the Land Commissioner, this
agreemeht will automatically terminate; upon failure to continue

drilling diligentiy any well commenced hereunder, the Supervisor

and the Land Commissioner may, after 15-days notice to the Unit

Operator, declare this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Wj_.th’in six

(6) months.after completion of.a well capable of producing
unitized substancéélin paying quéntities, the Unip Operator
shall submit for'the approval of the Supervisor, the Land
Commissioner,wand State Commission an acceptable plan of
development and operation for the unitized land which,_when
appered by the}Supervisor, the Land Commissionér, and State
Commission, snall“éonsfitﬁté the further driliiﬁgﬂénd opérating

obligatiohs of the Unit Operator under this agreemeﬁt for the

“period specified therein. Thereafter, . from time to time before

‘the expiration of any existing plan, the Unit{Operator shall

(10}

B - W Y O BRI S




practices regarded as necessary and advisable for proper

circumstanCes. After completion hereunder of a well capable of

.wells, except such as may be necessary to afford protection

‘against operations npt under this agreement and such as may be

“and State Commission, shall be drilled except in accordance with’

submit for the approval of the Supervisor, the Land Commissioner,
and State Commission a plan for an additional specified period
for the development and operation of the unitized land.

Any plan submitted pursuant to this section shall provide
for the exploration of the unitized area and for the diligent
drilling necessary for determination of the area or arecas there-
of capable of producing unitized substances in paying quantities
in each and every productive formation and shall be as complete
and adequate as the Superviscor, the Land Commissioﬁer, and State
Commission may determine to be necessary for timely development
and proper conservation of the oil and gas resources of the
unitized area and shall:

(a) spedify the number and locations of any wells to be
drilled and the proposed order and time for such drilling; §Lﬁ5;

(b) to the extent practicable specify the operating

conservation of natural resources. Separate plans may be
submitted for separate productive zones, subject to the epprOVal
of the Supervisor, the Land Commissioner, and State Commissien.
Plans ehall be modified or supplemented when necessaryito
meet changed condltlons or to protect the interests of all partles.
to this agreementﬂf Reasonable diligence shall be exercised in
complying with the qbligations of the approved plan of develop-
ment. . The Supervisor and the Land Commissiener are authorized
to grant a4reasonable extension of the six-month period herein
prescribed for submission of an initial plan of development where

such action is justified because of unusual conditions or

produCLng any ‘unitized substance in . paying quantltles, no further

specifically approved by the Supervisor, the Land Commissioner,

a plan of deVelopmcnt approved as herein provided.

(11)



11.  PARTICIPATION AFTER DISCOVERY. Upon completion of

a well capable of producing unitized substances in paying
quanﬁities or as soon thercafter as required by the Supervisor,
the Land Commissioner, or the State Commission, the Unit
Operator shall submit for aéproval by the Suprryvisor, the Land
Commissionef, and State Commission a schedule, based on sub-
divisions of the public-land survey or aliquot parts thereof,
of all land thenregarded as reésonably proved to be productive
in paying quantities; all lands in said schedule on approval

0f the Supervisor, the Land Commiésioner, and State Commission
to constitute a participating area, effective as of the date of

completion of such well or the effective date of this unit

agreement, whichever is later. The acreages of both Federal

and non-Federal lands shall be based upon apprépriate computations
from the courses and distances shown on the last approved public-

land survey as of the effective date of each initial participating

5 o area. Said schedule shall élso set forth.the percentage of

unitized substances to be allocated as herein provided to each
j © tract in the participating area so established, and shall govern

the allocation of productidn ‘commencing with the effective date

! ' of the participating area.' A separate pafticipating arza shall
be established for each separate pool or depositiof unitized
substances or for any group thereof which is pfoduced as a
single pool"or zone, and any two or more participating areas so
established may be combined into one, on approval of the Super-
visor, the Land Commissioner, and the State Commission. When
production from two or more participating areas, so established,
is subsequently found to be from a common pool or deposit said

W - partiCipating areas shall be:combinedAinto.one, effeétive as

‘of such appropriate date as may be approved or préscribed by

the SuperVisor, the Land Commissioner, and State Commission.’

The participating arca or areas so established shall bg revised

from time to time, -subject to like“aﬁpfbﬁ§l;”£o’iﬁélﬁdéﬁ
~additional land then regarded a@s reasonably proved to be productive

t in pay¥ng quantities or necessary for unit operations, or to

(12)




exclude land then regarded as rcasonably proved notvto be
productive in paying quantities ang ﬁhe schedule of allocation
"percentages shall be revised according]y. The effective date

of any revision shall be the first of the month in which is
obtained the knowledge cor 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 appﬁoved by the Supervisor, the Land Commissioner, and State
Commission. No land shall be excluded from a participating area
on account of deplétion of the unitized substances, except

that any participating area established under the provisions

of this unit agreement shall terminate,éutomatically whenever

all completions in tihe tormation on which the participating area
is based are abandoned.
It is the intent of this section that a participating area

shall represent the area known or reasonably estimated to be

productive in paying quantities; but regardless of any revision

i}

of the particiﬁating area, no&hing hersin contained shall be
construed as requiring any retroactive adjustmént 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 Superviscr, the Land Commission, and State .
Commission, as to the proper definition.or redefinition of a
participating area, or until a‘participating area has, or areas

have, been established as pfovided herein, the portion of all

payments affectedrthereby shall be impounded in a manner mutually

acceptable to the owners of working interests and the Supervisor
and the Land Commission. Royalties due the United‘Statgs shall
be determined by the Supervisor for Federal lands and the Land

Commissioner for Lhe State lands and the amount thereof shall .

be deposited, as directed by the Supervisor aﬁd the Land Commission-v
- ’ o er, to be held as unearned money until a participating area is
finally approved and then applied }s earned or returned in
accordancekWith'a determination of the sum due aé{Fédefdi énd

State royalty on the basis of such approved participating area. -

(13)
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Whencever it is determined, subject to the approval of

the Supervisor, the Land Commissioner, and Stalte Commission
that a well drilled under this agreement is not capable of
production in pgying quantities and inclusion of the land on
which it is situated in a participating area is unwarranted,
production from such well shall, for the purposes of settlement
among all'parties other than wbrking~intcrest owners, be
allocated to the land on which the well is located un;eés such
land is already within the participating area established fbr
the pool or deposit from which such production is obtained;
Settlement for working interest benefits from such a well:

e it ‘ '~ shall be made as provided in the unit operating agreement.

Determination as to whether a well completed within the.

Unit Area prior to the effective date of this agreement is

capable of producing unitized substances in paying quantities

shall be deferred until an initial participating area is

established as a result of the completion-of a well for

_production in payiné quantities in accordance ‘with Section 9

A~
FANZ AL TV L .

12. ALlLOCA'I‘ION OoF PRODUCTIdN. 'All.u‘nitized substances
produced from each partiéipating’area established ﬁhder this
agreement, exceptjany part thereof used in conformity with good
Qperating practices within the unitized area fcr drilling, opera-
v ' ‘ ting, camp, and other broduction or development purposes, for

| repressuring or recycling in accordance with a plan of develop-
ment approved by thé Supervisor, Land Commission, and State
Commission, or unavoidable lost, shall be deemed to be produced
equally on an acreage bagis'from the several tracts of ﬁnitiéed
land.of ﬁhe participating area established for such production
aﬁd, for éheapurpose,of determining any benefits accruing under

thisnagreemeni, each such tract of unit;zed-land shall‘héve

allocated to it such percentage of said Produciion as the number

C IR I ' of acres of such tract included in said participating area bears

f' L ,‘ ‘ to the total acres of unitized land in said participating area,
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‘a well in like manner as other wells are drilled by the Unit$

except that allocation of production hofeundcr for purposes
other than for settlement of the royalty, overriding royalty,
or payment out.of production obligyations of the respective
working-interest owners, shall be on the basis prescribed in
the unit operating agreement whether in conformity with the
basis of alloc&tion herein set forth or otherwise. It is
hereby agreed that production of unitized substances from a
participating area shall be allocated as provided herein
reqgardless OE'whether‘any wells arec driiled on any partiqylar
part or tract of said participating area. If any gas produced
from one participating area is used for fepressuring or
récycling purposes in another participating area, the first
gas withdrawn from such last-mentioned partiéipétihg”aréa for
sale during the life of this agreement shall be considered

to be the gas so transferred until an amount eqgual to that
transferred shall be so produced.for sale and such gas shall

be allocated to the participating area from.which ihitially

-produced'asﬂsuéh area was last defined at the time of such

final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND

OR FORMATIONS. Any party hereﬁo owning or controlling the
wofking ihterest in‘anf unitized -land having thereon a regular
well location méy with the approval of the Supervisor and the
Land Commissioner, at such parfyfs sole risk, costs, and expense,
drill a well to test any formation for which a participating area
has not been established or to test any. fofmation for which a
participating area has been established if such location is

not within said participating area, unless within 90 days of

" receipts of notice from said party of his intention to drill

the well the Unit Operator elects and conimences to drill such

J

‘Operator under this agreement.

If any well drilled as aforésaid by a working-interest owner -

results in production such that the land upon which it is situated
may properly be included in é”participating arca, such participat-

ing area shall be established or enlarged as provided in this




~agreement and the well shall thercafter be opoerated 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 production in quantities insufficient to justify the
inclusion of the land upon which such well is'situated in>a
participating area, such well may be operated and produced by
the party drilling the same subject to the conservation
requirements of this agreement. The onalties 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 Uhited‘States and any State

aind any royalty owner who is entitled to take in kind a share
‘of the substances now unitizéd hereunder v<hall he;eafter be
entitled to the right to £ake in kind its share bf the unitized
substances, and the Unit Operator, of‘thé workiné—interést.owner
in case of the operation of a well by a working-intefest owner

‘as herein provided for in special cases, shall make deliveries

of such royalty csharc taken in kind in conformity with the
applicable éontracts, laws, and regulations. Settlement for roy-
.alty intéreég nthtaken'in kind shall be made by working*iﬁterest
owners reéponéigfé theréfor undexr existing contracts, laws, and
regulations,«éf Byafhé Unii-Opéfator, on or before the last day
_ of each mdnth for unitized subéﬁénceé'prbduced during the
préééding céiéndar_month; providéd, however, that nothipg herein
-éoﬁtained'shallioperate to reIiéve the lessees of any land from
their respective lease obligations for the payment of any
rbysltiés‘due.under.their.leases. |
Ifigaé-optained from lands not subject to this agreement
is introduced into any participating area hereunder,'for use in
represéuring, stimulation of production, or.incfeasing ult%mate
’fecqyery; in conformity with a plan of operations approvédvby
Lhc-sgpeLvisu;Vana—the Land’Commissidhef,'é'liké’améﬁht"éf;q;s,
after setﬁlement as hereiq‘pfavided for any gas transferred

from any other.partiéipating area and with appropriate dgduction

for loss from any cause, may be withdrawn fiom the formation into

’
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which the gas is introduced, royalty free as Lo dry gas,

but not as to any products which may be extracted therefrom;
provided that such withdrawal 'shall be at such time as may be
provided in the approved plan of operations or as may other¥
wise be consented to by the Ztpervitor and the Land Commissioner

as conforming to good petroleum engincering practice; and

provided further, Lhat such
on the termination of this unit agreement.

Royalty due the United State shéli 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 uniﬁized Federal lénd as provided herxrein
at the rates specified in the respective Federal leaées,_or at
such lower rate or rates as mé§“be“aﬁth0tized by law or
regulation; provided, that for leases on which the royalty raﬁe
depends on the daily average production per well, said average
producticn shall be determined in accordance with the operatiﬁg
reéqlations assthough each participating area were a singlg .
consolidated lease.v '

Royalty due on accoﬁnt of State' lands shall bc computed
and paid on the basi-e df all unitized substances allocated to

such lahds.

15. RENTAL SETTLEMENT. Rental or minimum royalties due

on leases committed ﬁéreto shall be paid by working-interest
owners responsible therefor under existing contracts, laws,
and regulations, provided that nothing hereih.contained shall
operate to relieve the lessees of any land from their respéctive
lease obligations for the payment of any rental or minimum
royalty due dnder'théir léases. Rental or minimum royélty

for lands of the United States subject to this agreement shall’

be paid at' the rate specified in the reépective leases from the.

United States unless such rental or minimum royalty is waived,

~ .

~suépended;'or'reGWCed”by“laW"dr‘by approval of. thc Socratavry-ay—

his duly authorized representative.

(17)




Rentals on State of New Mexico lands subject Lo this
agreement shall be paid at the rates specificd in the
respective leases.

With respect to any lease on non-Federal land containing
provisions which would terminate such lease unless drilling
operations are commenced upon the land covered thereby within |
the time therein specified or rentals are paid for the privilege
of deferring such drilling operationé, the rentals required there-
by éhall, notwithstanding any other provision of this agreement,
be deemed to acérue and become payable during the term there-
of as extended by this agreement and until the required drilling
operations are commenced upon thg land covered thereby or until
some porﬁisn of 'such land is‘inciuded within a participating
area.

16. CONSERVATION. Operations hereunder and productioh of

unitized substances shall be conducted to provide for the most
,econohical‘and efficient recovery of said substances without .
waste,nas defiﬁed by or pursuant tc State or Federal law or
regulation.v

i7. DRAINAGE. The Unit Operator shall take such measures
as the Supervisor and Land Commissioner deen apprépriateéand
adequate to prevent drainage of unitized substances from
‘unitized land by wells on land not subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AMND EXTENDED. The. terms,

cdnditions, and provisions of all leases, subleases, and other
contracts relating to exploration, drilling, development, or
operation for oil or gas on iands committéd to this agreement

are hereby expresély modified and amended to the extend necesséry

to make the same conform to the provisions hereof, but otherwise

to remain in full force and effect; and the parties hereto hereby}

coﬁsent that the Secretary, as to Federal leases and the-Land
Commissioner, as to’'State leases, shall and each by his approval

hereof, or by the approval hereof by his duly authoFized representa-
'five,'dééé ﬁéreby establish, alter, change, or revoke the drilling,

producing, rental, minimum royalty, and royalty-‘requirements of
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‘provisions of this agreement, and without limiting the gencrality

"each and every separately owned tract subject to this agreement,

Federal and State lecascs committed hereto and the roequlations

in respect thereto to conform said requirements to the

of the foregoing all leases, sublecascs, and contracts are
particularly modified in accordance with the following:

(a) The development and operation of lands subject to this
agreement under the terms thereof shali be deemed full performance

of all obligations for development and operation with respect to

regardless of whether there is any development of any particular
tract of the uﬁit area.

~Ab). . Drilling :nﬁ Frcduuing operations performed hereunder
upon any tract ofvunitized lands will be acceptéd énd deehed to

be performed upon and for the benefit.pf each and every tract of

unitized land, and no lease shall be deemed to expire by reason
of failure to drill or produce wells situated on the land therein

embraced.

(c)_'Suspenéion of drilling or produéing operations on all

‘unitized lands pursuant to direction or consent of theé Secretary

énd the Land'CommissiOner,jor his duly authorized representative,

shall be deemed to constitute such suspension pursuant to such

direction or consent as to each and every tract of unitized land.

A suspension of drilling or producing operations limited to
specified lands shall be apbliéable only to stch lands.

- (ad) Each lease, sublease, or contract relating to the
ekploration, drilling, devélopment or operation»for‘oil or gas of
lands othef than those of the United Staéés'and State of New Mexico
dommittéd to this agreement, which, by its terms might expire pfior
to the'termination of this agreement, is hereby extended bejbnd
any su¢h terms so provided therein so that it shall be continued
in full force and effect for and during the term of this'agreement.

(e) Any Federai lease for a fixed term of tweﬁty (20) years
OIréhY‘ié“&Wdl thereol-or any part ofisucn 1ea$e”wn1ch*is-made
subject to ;his agreement shall continue in force beyond the'tgrm~

provided therein until the termination herecof. Any ~other Fedéral

(19)
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lease committed hereto shall continue in forcce bhayond 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 guantities under thic unit agrecment prior to
the expiration date of the term of such lease, or in the event

actual drilling operations are commenced on unitizegd land, in

accordance with the provisions of this agreement, prior to the

end of the primary term of such lease and are being diligently

% prosecuted at that time, such lease shall be extended for two

vears and so long thereafter as oil or gas is produced in paying
quantities in accordance with the provisions of the Mineral Leasing

Act Revision of 1960.

! » (f) Each sublease or contract relating to the operation
and development of unitized substances from lands of the United
States committed to this agrcement, which by its terms would

expire prior to the time at which the underlying lease, as extended

by the immediately preceding paragraph, will expire, is hereby

extended beYond éuy sich term so provided thefein so that it shall
i be continued in full force and effect For'aud during the term
of the underlying lease as such Lerm is herein extended.

(g) The~segregatiou of any Federal Lease committed to this
agreement is governed by the following provision in the fourth

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

o A A Va4 St P 12 L R bt e .

the Act of September 2, 1960 (74 Stat. 781-784): "Any (Federal)
lease heretofore'or hereafter committed)to any such (unit) Plan
embracing lands that are in part within and in part'ouﬁside of the
area covered by any suchvplan shall be segregated into separafe

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 nonunitized portion shall continue in force and

; } effect for the term thereof but for not less than two years from the

date of such segrcqarlon and so long thcreafter as 011 or gas is -

"

produced in paylng quantltles.

-(h) In the event the Inltlal Test Well is commenced prior to

the expiration date of ‘the shortest term State Lease within the

( - . ' (20)
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Unit Arca, any lease embracing lands of the State of New Mexico
which is made subject to this agreement, shall continue in force
beyond the term provided therein as to the lands committed hereto
until the termination hereof.

(i) Any lease embracing lands of the State of New Mexico
having only a portion of its lands committed heretn, chall ko
segregated as to the portlon committed and the portion not committed,

and the terms of such lease shall apply separately to such

ségregated portions commencing as of the effective date hereof;

provided,{howe#er; notwithstanding any of the provisions of this
agreement to the contrary any lease embracing lands of the State of
New Mexlco having only a portion of its lands commltted hereto shall
ontinue in full force and effect beyond the term provided therein
as to all lands embraced in such lease, if o0il or gas is dlbcovered
and is capable of leing produced in paying quantities from some
part 6f 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’

a1

in bona fide drilling or reworking operations on some part of the

idands embraced in such lease, the same as to all lands embraced

‘therein, shall remain in tull force and effect so long as such

operations are being diligently prosecuted, and if they result in
the production'of 0il or gas; sald 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 quantites is being produced

from any portion of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be

construed to be covenants running with 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, or interest in land or leases subject hereto shalT be

- and hereby is condlttongd upon the assumption of all pr1v1lcges
and‘obl;gatlons hereunder by the grantee, transferee,rq;;gghg:”kmr “ i;

successor in interest. No assignment or transfer of any working

interest, royalty, or other interest subject hereto shall be binding

upon Unit Operator until the first day of the calendar month after

(21)
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Unit Operator jig furnisheq with the 6riginal,

certifieq Copy of the instrument of trans

20.

photostatic, or

gEFECTIVE“DATE‘QgQNIERM. This agreement shall become
effective upon approval by the Secretary and the i,

epresentative,

and Commissioner
or his duly'authorized r

and shall terminate five {5)
Years from saig

fective date‘unless:

(a} such d

(b)

.

matiuns tested hereunder

to terminate the agreement

Operator to all parties

{c) a valuqblevdiscovery of un

itized Substances has’been.made
Or accepted on unitizeg land during éaid initial term or any

extension thereof, in which event th

or discovery of new Production "ang 50 long thereafter ag unitized
Substances so dis

covered are produced as aforesaid, or

(d)

On an acreage basis, of the working-interest owners
signatory hereto,

with the épproval of the Supervisor ang the
Land Commissiqner;




the party or €aent

under this agreement when such quantity and rate is not fixcd
pursuant to Foderal or‘State law or does not conform to any state-
wide voluntary conscrvation or allocation 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 modification in the public interest, the pﬁrpose
thereof and the public interest to be served thereby to be stated
in the order of alteration or modification. Without regard to
the foregoing, the Director is also hereby vested with authbrity
to alter or ﬁodify from time to time in his discretion the rate
of prospecting and development and the quantity and rate of pro-

duction under this agreement when such alteration or modification

is in the interest of attaining the conservation objectives

stated in this agreemént and is not in violatiﬁn of any applicable
Federal or State-law.

Powers in this section vestea in the Direétor shall onlf»be
exercised aftefvnotice to Unit Opepator‘and opportunity for hearing
to be he}d_not lés& than‘LS days from notice.: ‘

22. APPEARANCES.4 Unit Operator shall, aftér notice to other

parties affected, haVe'the'right to appear for and on behalf of any
and all interest affected hereby before the Department of the

Interior and the Commiésioner of Public rands and to appeal from

orders issued under the reguiations~df said Department or Land

Commissioner or to apply for relief from any of said regulafions
or in any proceedings relative to operations before the Department
of the Interiof of the Land Commissioner or any other legally
cohstituted.éuthoriﬁy; prOVided, howeyer,'that-any,other interested’
party'shall also ha&e the right at hié own expense"to be heard in
any such proceeding. | |

'23. ‘NOTICES. All notices,(demands, or statements required

hereunder to be given or rendered to the parties hereto shall be

‘deemed fully given if given in writing and personally deliyered»tb

- . JO .
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y postpaid registered oe-certified maily addiessed
* - -

e

o

to such party or parties at their respective addresses set forth in
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connection with the signatures‘hereto or Lo the ratification

or consent hereof or to such other address as any such party m#y
have furnished in writing to party sending the notice, demand

or statement.

24. NO WAIVER OF CERTAIN RIGHTS. Nothing is 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 1ocated,‘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.

LE DELAY. All obligations under this agreement

N

5.

requiring the Unit Operator to cdtmence or continuc drilling or

to operate on or produce unitized substances from any of the>lands
covered by this agreement shall be suspended while the Unit Operator
despite the exerqise nf due care and diligence, is prevented from
complying with such obligations, in whole or 'in part, by strikeé,

acts of Gad, Federal, State, or municipal law or agéncies,

unavoidable accidents, uncontrollable'dela§§ in transportation,

inability to obtain necessary materials in open market, or;other

natters beyond the reasonable control of the Unit Operator whether

similar to mattérslherein-enumerated or not. No unit obligation

which is-suépeqaed ther this sectibn shall bécoﬁg due less than
tbirty (Bb) days after if has been determined that the suspension
is”no longerraéplicablel -Determiﬁation of qreditable‘"Unavoidable
Delay";timejshail be made by the unit operatér subject to approval
of the Supervisor and thé Land Commissioner.

26. _NONDISCRIMINATION. In'connection with the performance

of work under this agreement, the operator‘agrees to comply with

~all the provisions of section 202 (1) to (7) inclusive of Executive

Order 11246 (30 F.R. 12319), as amendqé, which are hereby incorporated

fby reference in this agreéheht,

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

unitized land shall fail and the true owner,cannot in induced to join

(24)




innthis uniﬁuédfeemcnt, such tract shall-bLe automatically rogarded
as not committed hercto and there shall be such rcadjustment of
future costs and benefits as may be required on account of ﬁhe
loss of such title., 1In the event of a dispute as to title 23 Lo
any royalty, working interest, or other interest subject theretc,
payment or delivefy on account thereof may be withheld without
liability for interest until the dispute is finayly settled;
provided, that, as to Federal and State land or leéses, no payments
of funds due the United States or the State of Rew Mexico should

be withheld,‘but such funds shall be deposited ésﬁ@irepted by

nd such funds of the State of New Mexics shall

[OR

the CSuprivisor
be deposited as directed by the Land Commissioner, to be held as
unearned money pending final settlzment of the title disputé, and
then applied as earned or feturnedfin accordance with such final
settlement.

Unit Operator as such is relieved from any responsibility

“for any defect or failure of ary title hereunder.

any substantial interest in a tract within the unit area fails or

refuses to subscribe or consent to this agreement, the owner ofvsiﬁf
the WOrking interest in that tract mavaithdraw said tract £roin
this agieement by written notice delivered fo the Supgrvisor, the

Lan

Commissioner, the State Commission, and the Unit-bperator
prior to the approval of this agreement by ﬁhe Supervisor. Any
0oil or gas interest in lands‘within the unit areé not committgd
hereto prior‘to submission of this agreement for final approval
may'thereafter be committéd hereto by Ehe owner or owners thereof
subscribing or consenting to this agrnemént,‘ahd, if the interest
is a working interest, by éhe owner of such interest also
subScribingyto the unit operating agreement. After operations‘afex“
commenced hereunder, the righf of SGbseQUeﬁt Jjoinder , as provided
in'this,éeéﬁicwv;ﬁyya working;ihterest~anef”és cubject to such

requirements or approvals, if any, pertaining to such joinder, as

may be provided for in the unit operating agreemenﬁ. After final
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approval hercof, joinder by a non-working interest owner must

be consented to in writing by the working-intercst owner committed
hereto ahd responsible for the payment of any benefits that may
accrue ﬁereundcr in behalf of such non-working intcrest. A non-
working interest may not be committed to this unit unless the
corresponding working interest is committed hereto. .Joinder to the
unit'agreement by a working-interest owner, at any time, must be
aécompanied by appropriate joinder to the unit operating agreement,
if.more than one committed working-interest owner is involvéd;

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 {irsi day
of the month fdllohing‘the filing with the Supervisor, the Land
Commissioner, and the State Commission of duly‘executed counterparts
of all or any papers neceséary to establish commitment of any

tract to this agréement unleéss objection to sucﬁ joinder is duly
made within sixty (60) days by the Supervisor, the Land Commissioner,

or State Commission.

29. COUNTERPARTS. This agreement may be execuﬁed in any
nuﬁber of counterparts no éne of which needs to be ekecuted by
all parties or may be ratified or consented to by separate
instrument in writing specifically referring hereto and shall be
binding upon all those parties whq have executed such a counter-
part, ratification, or consent hereto with the same force and effect
as if all such parties.had signed tﬁe saﬁe document and regardless

of whether or not it is executed by all other parties owning or

-

: claiming an interest in the lands within the above-described unit.

area. }
30,; SURRENDER. Nothing in this agreement shall prohibit the

exercise by any working-iﬁterest owner of the fight to surrender

vested in such party by any’leése, sub}ease, or opérating égreemgnt

as to all or any part of the lands covered thereby, provided that

each party who will or might acquire such working interés;wby

such surrender or by forfeiture as hereafter set forth, is bound

k] ’:‘,‘\‘
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by the terms of this agreement.

If, as a résult of any such surrender, the working interest
rights as.to such lands become vested in any party other than
the fee owner of the unitized substances, said party may‘forfeit
such rights and further benefits' from operation hereunder as to said
land.to the party next in the chain of title who shall be and hecome
the owner of such working interest.

If, as the result of any such surrender or forfeiture, working
interest rights become vested in the fee owner .of the unitized
substances, such owner may:

(1) Accept those working-interests rights subject to this
agreement and the unit operatinag agreement: or

{(2) Lease the portion of such land as is included in a.
participating area established hereunder subject to this agreehent
and the unit operating agreement.

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

If the fee owner of the unitizéd substances does not accepﬁA
the working—inte#est‘rights subject to this agreement and the unit
operating  agreement or lease,.such lands as above-provided within
six (6) months after the surrendered or forfeited WOrkiﬁg—interest
ri.ghts bécome'vested iﬁ the fee owner, the benefits and obligations
of operations accruing to such lands under this agreement and the
unit operating agreement shall be shared by'the,remainipg owﬁers
of unitized working interests in acéordance with their respective
working interest ownerships, and such owners or working intereéts
shall compensate the fee owner of uhitized substances in suéh
lands by paying sums equal to the rentals, minimum royilties, and
réyalties applicable to such lands under the lease in effect when
the iands-were unitized. | ‘

An'apprépriate accounting and‘settlémeﬁt-sha;l be made, for
all benefits accruing to or paym;nts and expenditures made or
incurred on behalf of such'surrehdered or forfeited working intérest
subsequent to the date of surrehderwor.forfeiture, and payment of

any moneys found to be owing by such an’acCounting shall be made

(27




may Curréntly retain’ and deduct sufficient of the unitized

" allocated share of each royalty owner to secure reimbursement for

. .requires the lessee to pay such taxes. S I

"have created a partnership or association between the parties hereto

as between th¢ parties wiﬁhin thirty (30) days. In the cvent
no unit operating agreement is in existence and a mutually
acceptable agreement between the proper parties thereto cannot
be consummated, the Supervisor may prescribc such reasonable
and-equitable agreement as he deems warranted under the
circumstances.

The exercise of any right vested in a working-interest owner
to reassign such working interest to the party from whom obtained
shall be éubject to the same conditions as set forﬁh in this
section in regard tb the exercise of a right to surrender.

31. TAXES. The.Qorking—interest owners shall render and
pay for their account and the account of the roYalty,owners all
valid L;xcs on - or measured by the unitized substancesiin and under
or_that may be produced, géthered, and sold ffom:the land subject
to this contract after the effective date of this agfeement, or
upon thé procéeds derived therefrom. The'working—interest owners
on‘ each tract‘shall and may charge the proper proportion of said

taxes to the royalty owners having interests in said tract, and’

substances or derivative products, or net proceeds thereof from the

the taxeé so paid. ~N04sﬁch'taxes shall bée charged to the United

States or the State of New Mexico ‘or to any‘lessor who has a

- contract with his lessor who has a contract with his lesseec which

.32.. NO PARTNFRSHIP. .It is expressly agreed that the relation

of the parties hereto is that of independent contractors and
nothing in this agreement contained, expressed, or implied, nor

any operations conducted héreunder, shall create or be deemed to )

or any of them. .

33. CONFLICT OF SUPERVISION. Neither the Unit Operator nor
the working-interest owners, nor any of them, shall be subject to
any faorfeiture, términation, or expiration of anykright hereunder

or under any leases or contracts subjéct hereto, or te any penalty .

(28)
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or liability on account of delay or failure in whole or in part

to comply with any applicable provisions therecf {o Uliec @xtent
that the said Unit Operator or the working-interest owners, or any
of them, are hindered, delayed, or prevented from complying there-
with by reason of failure of the Unit Operétor to obtain, in the
exercise of due diligence, the concurrence of broper representatives
of the United States and proper representatives of the State of

New Mexico in and about any matters or things concerning which it

is regquired herein that such concurrence be obtéined. 'The parties

hereto, including the State Commission, agree that all powers and

anthority vested in the State Commission in and by any provisions

of this agreement are vested in the State Commission and shall be

exercised by it pursuant to the provisions of the laws of the étate
of New Mexico and subject in any case to appeal or'judicial review
as may now or hereafter be provided by the laws of the State of

New Mexico.

34. SURFACE AND ENVIRONMENYAL PROTECTION STIPULATIONS. Nothing

in this agreement shall modify or change eithér the special Fe@éral
Lease sStipulations relating to surféée management or such spec%@l
Federal Lease stipulations felatiﬁg to surface ané ‘environmenta
protection, attached to gnd made a part of, Oil.ahd Gas Leases

covering lands within the Unit Area.

IN WITNESS WHEREOF, the parties herete have cause this agreement
to be executed and have set opposite their respective names the

date of executions.
ATTEST: : : E ’ INEXCO OIL COMPANY

BY: ' BY:

ASSISTANT SECRETARY .- ' WILLIAM Q.HGOODWIN
: VICE-PRESIDENT

ADDRESS: 1100 Milam Bldg.

"Suite 1900
~ Houston, Texas 77002

- )
COUNTY OF HARRIS )

The foregoing instrument was acknowledged beéfore this

- day of __ , 19 , by WILLIAM G. GOODWIN who

is vice=President of INEXCO OIL COMPANY, a Delaware Corporation,
‘fcr and on behalf of said Corporation. :

My Commission Expires:

|
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Box 25046
Denver Federal Center
IN REVLY REFER TO. Denver, Colorade 80225
RECEIVED
APR - Y 1979
Q& - o LAND DEP'T.

United States Department of the Interior
CGEOLOGICAL SURVEY

Inexco 0il Company

Attention: William G. Gooldwin
1100 Milam Building -~ Suite 1900
Houston, Texas 77002

Gentlemen:

Your application of March 12, 1979 filed with the U.S. Geological Survey
office in Roswell, New Mexico, requests the designation of the Bison
Wallow unit area embracing 7,040.00 acres, more or less, Eddy County,
New Mexlco, as logically subject to exploration and development under the
unitization provisions of the Mineral Leasing Act, as amended.

Pursuant to unit plan regulations 30 CFR 226 tbc land requested as
outiined on your plat marked "Exhibit A Bison Wallow Unit Area, kddy
County, New Mexico" is hereby designated as a loglcal unit area.

The unit agreement submitted for the area designated should provide for
a well to test the Morrow "C" Zone or to a depth of 14,400 feet. Your
proposed use of the Form of Agreement for Unproved Areas will be accepted
with the modifications requested in your application.

If conditions are such that further modification of said standard form
is deemed necessury, three copies of the proposed modifications with
appropriate justification must be submitted to this office through the.
011 and Gas Supervisor for preliminary approval.

In the absence of any other type of land requiring special provisions or
of any objections not now apparent, a.duly executed agreement identical
with sald form, modified as outlined above, will be approved if submitted
in approvable status within a reasonable period of time. However, notice
is hereby given that the right 1s reserved to deny approval of any

executed agreement submitted which, in our opinion, does not have the full .

commitment of sufficient lands to afford effective control of operations

in the unit OIVQ.M # 11‘9\

/{(‘é -—-w i EYARAINER NUTT[R
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3 2 % M 6 CiL CORSERVATION DIVISIO
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When the executed agreement is transmitted to Roswell, New Mexico for the
Supervisor's approval, include the latest status of all acreage. 1In pre-
paration of Exhibits "A" and "B", follow closely the format of the sample
exhibits attached to the 1968 reprint of the aforementioned form.

Inasmuch as this unit agreement involves State land, we are sending a copy
of this letter to the Commissioner of Public Lands in Santa Fe. Please con-
tact the State of New Mexico before soliciting joinders regardless of prior
contacts or cleavances from the State.

Sincerely yours,

(0o A =22 Qoo
: ACTING Regional Conservation Manager
For the Director
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i GEOLOGY OF THE PROPOSED

BISON WALLOW UNIT

EDDY COUNTY, NEW MEXICO

M. L. Feldman
February 1, 1979
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ENCLOSURES AND ATTACHMENTS

EXHIBIT A-mommm oo o e e e e e e Regional Index Map
EXHIBIT Br-msmmemmmm e e e Morrow "8" Limestone Structure
EXHIBIT Cmmmmmmmm e e e e e Lower Morrow Sandstone Isolith
EXHIBIT D-——------——---—---——-;—-—---~~—-~---;-- ~~~~~ West-East Stratigraphic

Cross Section A-A'

EXHIBIT E-vmmirmmme e e e e e e ~--Current Well Cost Estimate
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GLOLOGICAL REPOKT

" PROPOSED BISON WALLOW UNIT
EODY COUNTY, NEW MEXICO

PURPOSE
ﬁ Purpose of this report is to summarize the geclogical reasons for forma-
tion of a 7040 acre Federal unit to be tested by a 14,200 foot Pennsylvanian
Morrow wildcat in the SE/4 of the NE/4 of Section 34, 125S, R29E, Eddy County,
New Mexico. Total depth will be 14,200 feet or 175 %eet‘be1ow the top of the
Morrow "C" zone, not to exceed 14,400 feet. |

Proposed unit is 9 1/2 miles southeast of the town of Malaga, New Mexico
and 13 miles southeast of the town of Loving, New Mexico (EXHIBIT A). It is
centrally located‘in the north end of the Delaware Basin about midway between
the surface outcrop of the Permafn Capitan carbonate reef to the west, and its

s ‘ subsgrface counterpart to the east in southeasterr Log County, New fiexico. |
Lbca]ly, the unit will be situated just east of the Pecos River and two miTes | ;

north of Red Bluff Reservoir.

GENERAL GEOLOGY

Proposed Bison Wallow Unit is_centr&]]y located in the north end‘of the
Delaware Basin, bul is about 30 miles west of its axis of sedimentary deposi-
tion. The depocenter'lies a]ong:ihe west flank of the vertical block uplift,
which is termed the Central Basin Platform. Stratigraphic and structural stirike
in the vicinity of the prospect are northeast-southwest (EXBIBITS B & C).
Regional structUral'dip is to the east-southeast at two Hegrees at the Morrow

horizon and coincides with sedimentary thickening in the same direction. The

sedimentary depocenter of the Permian Delaware Basin is approximateiy iiie axis

3
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of the Pre-Permian Tobosa Basin.

Pfoposed unit 1s on the western shelf of the Tobosa Basin which was a

”hdfthéfn”émbayheht of the Llanoria seaway. During early Pennsylvanian Morrowan

time the Tobosa Basin widened to the northwest. This was probably a response

to the incipient uplift of the Central Basin P]atform during late Mississippian
time as evidenced by differential sedimentation. Clean Meramecian and Chesteran
carbonates deposited in the vicinity of the platform change facies into argil-
laceous carbonates and shales in the Midland and Delaware Basins.

As the Tobosa seaway transgressed northwestward during Early Pennsylvanian
time, it encroached to the northwest onto a cratonic.element termed the Pedernal
Landmass whfch‘is centefed in Lincoln County, New Mexico. .Tﬁfs episodic trans-
gression was marked by the periodic deposition of a number of'along—shore clastic
bar complexes parallel to the southwest flank of the Pedernal Landmass. The
3ison Wallow Prospect is located on one of these northeast-southwest trending
bar; (EXHIRIT A5‘ Strike continuity of these clastic bars is interrupted by
surge channels filled with sf]tstOne and stiale. The fine grained clastics in
these may\provide lateral barfiers for‘hydrocarbon stratigraphic entrapment.
Individual along-shore bar trends are separated shelfward and basinward by
silty and sha]e]y lagoonal and basina] facies. |
| . The sha110w marine deppsitjona]‘character df the along-shore bars is indi-
céted‘by’iight colored oolitic 1imestone béds interbeddéd With,cyclic si]iceous’
clastics. Locally, these northeast-squthwest trending bar compiexes are crossed
diagonally by noﬁthwest-southeast tfending fluvial-deltaic channels. These
channels are characterized by poorly cemented clear quartz conglomeratic fill
which often provides excellent reservoir rock. Sparse well contfoliin tﬁe’

vicinity of the Bison Wallow Prospéct precludes predictibn of the location of

any of these channels.




Two diagnostic characteristifs of Lower Morrow along-shore clastic bar
complexes are an increase of net sandstone and a stratigraphic descent of the
base of sandstone toward their along-shore depositionai axes. These character-
istics are present on the northwest flank of the Bison fal]ow Prospect as
illustrated by the Morrow sandstone beds encountered in the Mobil No's. 1 and
2 Corral Draw Unit wells (EXHIBITS C & D). The No. 1 Corral Draw Unit (Sec. 14,
255, 29E) was closer to the axis of the Lower Morrow along-shore bar than the
No. 2 Corral Draw Unit well (Sec. 22, 25S, 29€), as indicated by an increase in
Morrow net sandstone and a lower stratigraphic position of basal Morrow sand-
stone (EXHIBIT D). fhe Bass No. 42 Poker Lake Unit (Sec. 10, 258,‘30E), on the
basinward flank of the same Morrow alqng—shore bar trend, was closer to the
depositional axis than the two Mobil Qells based on the same distinguishing
features (EXHIBITS A & D).

Re]ative’to Permian sedimentation, this prospect iskcentra1]y loeated in
the Delaware Basin about midwdy between the surface outcrop of the Permian

Capitan carbonate reef to the west and its subsurface counterpart to the east.

Capitan reef is the youngest of several reefs flanking this basin which progres-

sively deepened and shrank in areal extent during Permian time. in Post

Capitan Permian tifme, this basin was cut off from open marine waters and the

a7
-

Delaware Basin inside the Capitan reef-highlands became an isolated evanoratiy

e’

pan. Over 2400 feet of seasonally varved gypsiferrous evaporites and carbona-
ceous'materia], known as the Castile Formation, were deposited in fhis localized
depression. This sedimentation, accompanied by some peripheral fore-reef down.
to basin faulting and's]umping, fiI}ed this local topographic basin to near the
top of the flanking Capitan reef highlands. Subsequent}y;”evaporate deposition
spread over the resf of the Permian Basin. These younger evaporifes, up to

3000 feet thick, are the Salada Formation.

-5-




Practical importance of the Delaware Basin localization of Castile and
thick fore-reef Capitan basinal c]astics is that most underlying Pre-Capitan
age reservoir rocks appear to be at least partially pressure isolated from the
rest of the region. As a result, porous and permeab1e reservoirs are character-
ized by abnormally high pressures which increase toward the sedimentary
depocenter of the basin (EXHIBIT D). Abnormally high reserveir pressures,

generally increase reservoir proficiency.

LOCAL GEOLOGY

Bison Wallow Prospect is a northeast-southwest trending feature which has
been teSteq by two wells on its north end, Mobil No's. 1 and 2 Corral Draw Units.
The No. 1 Corral Draw was completed in the Morrow clastic section after testing
GCSW in the Upper Devonian. Well was potentialed 12-31-73 for a COF of 19.5
MMCFGPD from the upper part of the Morrow Clastic Formation. Largest 4 point
test flow was 9.4 MMCFGPD thru a 22/64" choke with a 3858# T.P. Other tests
are shown on attached cross section. As of 1-1-78, this well had produced 1.768
BCFG since 12-74. It produced 740 MMC?G;auring 1977 and has an E.U.R, of 2.57
BCFG. Mobil No. 2 Corral Draw was comp]éféﬂﬁin a Wolfcamp carbonate reser?oir
after swabbing water from thin sandstone beds in the Morrow (EXHIBIT D). “No. 2
Corral Draw flowed 6.15 MMCFGPD thru a 2" orifice with a 2615# T.P. | QF was
6.577 HCF and well had produced 105 MHCFG as of 1-1-78. It made only 18 MMCFG-
in 1977. |

Only 47 net feet of sandstone were present’in the Lower Morrow in the No.. -

1 Corral Draw and 3 net feet in the No. 2 well (EXHIBIT C). wejls to the north-

" east on this same along-shore trend have penetrated over 100 net feet of Morrow

sandstone (EXHIBIT A),

The small amount of Morrow sandstone present and its stratigraphic position

-6~
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in the‘two Mobil Corral Draw wells suggest they are on the edgé of a sandstone
SN ‘bar complex. No sandstone is present in the Tower part of the “B" zone of the

Morrow clastic section in either well. Combined with the westward climb of the

sandstone base from the No's. 1vand 2 vells, these wells are interpreted as

betng located on the western lagoonal silty and argillaceous side of a sand-

stone bar. Best developed sandstones of this bar should be present to the

southeast of these two wells (EXHIBITS A, C & D). |

Examples of the prolific multipay production obtainable in southeast Eddy

County are the following:

Dist. & Direction Reservoir 1-1-78
From Proposed of Disc. or No. of Cum.
’ Field : Inexco Test 1st Prod. Wells in BCF
Los Medanos 18 miles North Strawn 3-73 1 1.325
Northeast - Atoka 8-74 2 19.691 (19.1

“from 1 well)

‘ Morrow 1-76 - 1 N .944
o Sand Dunes 15 miles Northeast Atoka 3-70 1 14.349 INA
’ Morrow 7-73 -2 1.531
; Paduca 13 miles East Wolfcamp 1 - 1.469 INA
; : Northeast Morrow 6-70 3 34.552 (29.17
| ' . ; : from 1 well)
é Devonian | 1 - - .934 INA
g \Pdssib]e pay zones in Bison Wallow area include Permian Bell Canyon (De]awaré
i SS) Bru;hy Canyon and Bone Spring sandstones. Carbonates and sandstones of fhe
Permfan WO]fcémp and Pennsylvanian Strawn, Atoka and Morrow are the moﬁt attrac-
: , , tive pay zones in this portion of the Permian Basin.
g :3_. ? o »‘ ~ | ‘ Based on an estimated DF of 3000 feet, a 14,200 foot test in thé SENE of
. Sec. 34, 25S, 29€, should encounter the following markers: ‘
o Delaware Tm 3050 (- 50)"
; Wol fcamp | 10,120 (-7120)"
§ | Cisco - Canyon 12,220 (-9220)"
-7-




Strawn 12,395 (- 9395)'

;”“‘ Atoka 12,515 (- 9515)°
U; qurow Im fm 13,170 (-10,170)'
L. Morrow clastic.fm 13,440 (-10,440)'
Morrow B 1m © 13,590 (-10,590)"
Morrow C zone 14,025 (-11,025)"

Outline of the proposed Bison Wallow Federal Unit is based on two para-
meters: |
(1) Over 50% of all 320 acre Pennsylvanian Morrow gas location sites
fall within the 10,700 foot subsea contour on the Morrow "B" lime-
stone structure map (EXHfBIT B),
(2) Approximately 50% of all 320 acre Pennsylvanian Morrow gas location

es fall within the 100 foot Lower Morrow net sandstone isolith

sit
~ contour as interpireted on the Lower Morrow sandstone isolith map
fﬁ> : (EXHIBIT C).
M. L. Feldman
/ds 2-23-79
.‘\/
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L
T AUTHORIZATION FOR EXPENDITURE EXHIBIT E
N
' AFE No. (Inexco Property No.) ,
Prospect_____ Discon Wallow Location: ___SE_NE
Well Narne and Number Bison Wallow Unit #1 Sec 34-T-258-R29E
: | Eddy. County, NM
Estimated Days to Drill ___ 125 I
Estimated Days to Complete 12
SANDS AND DEPTH Est. T.D. 14,200
OBJECTIVES _11. Morrow Im 13,170 Est. Spud
L. Morrow Clastic 13,450 AF Enared 79
Morrow "B'" Im 13,617 By: [ »
Morrow “C" 14,025
XXX Drill { ) Workover Same Zone { ) Recomplete in New Zone
ESTIMATED COSTS ACTUAL
DESCRIPTION DRILLING | COMPLETION COST
INTANGIBLE COSTS (343):
01 . Accessand Location Costs. ... ... v v ieiireanennn, [T 30,000 6,000
02 Move-in, Rig-up, Rig-down, Move-out . ...t 30,000 ¢
Contract Drilling ‘
03 Footage ft.at $ S P - ,
04 Daywork 125 _ daysat$_4650 day....................... 581,300
05 CompletionUnit _____ 12 daysat$2000 day.................. ' 24,000
- 06 Fuel, Power, Water and Water Lines. ... ... . ... .. . : . 26000
v/ Bits, Reamers and Stabilizers . .. ......ovuv et iiie e eianneennni. 84,800
£ Equipment Rentat ... .. ... e e e e e e e 110,500
: Uz Cementing and Scueezing - '
P , Coridugtor CaSING « e eeeeeareaeneanns 133/8. ... 2,000
‘ Surface Casing .. .... i 9.5/8. ... 17,000
i Intermediate Casing. . .o .ouvreneenunnnnn.. 7.8/8. ... 11,000
Production Casing . . . ... vt iiit ittt i et -
7YY PR P 14,000
. Other ..., P
10 Drilling Mud and Chemicals .. ...ttt ieina i .-214,000
10 Mud Logger .. ... .o i e e e e | 64,800
11 Logging, Coring and Test’i.ng - )
! Cores. v e e :
DST's........ O S P 16,800
Logs. . . FDC/CNL/GR ..0!-11,000';. .11,000' .to. TD......... '
...... DIL/RXO... Suxf.csg.to. 11,000"; .11,000! . tQ 1D, 44,100
‘12 o Perforating . (L. i i i e i ettt 9.000
12 Acidizing and Fracturing .. ..............oiiiuannn. e
13 Labor and SUPEIVISION - & . ottt e e e e e e e e 2,000 2,000
13 Contract Labor. .............. e A 87,600 12,900
14 Dritling OVerheat . . . .. . lu ettt it ettt a e 11,400
15 TrANSPOTLAION . . o« v e e et ettt et e et e e 9,000 4,100
16 Sa1ES TaX ettt et e e e e e : 6,200 7,700
17 Other Miscellaneous Intangible Cosis. . . .o ovveene e e, 20,0001 _ 15,000
18 Losses, Damages and Abandonment .................. e 13,060 (12,000)
19 Fishing Tool Expense and/or Directional Drilling
S : o Dry Hote ContribULIONS « .« o o oottt et et ee ettt et eeeaamnaanas i
; S ! Vol ~Well Control Insurance ............ e e 10,700
t . -
| 7 TOTAL INTANGIBLE $1,479,900 [$ 1,392,200 8 87,700 8
Farm N.& 1,




fSTIMATED COSTS ACTUAL
DESCRIPTION -~ ) "DRILLING | COMPLETION COST
o~ TANGIBLE COSTS (342)
Conductor Csg. -,___m~§._..._.tt. of 13 3/8 -at 16.05 /1t 5,700 | o
| 0z Surtace Csy, -..3000. fi.of 8 H/8 ai_____ 12,28 it 36,600 |
03 Intermediate Csg. —.__11000___fr.of __7 .5/8 at______18.90 /ft | 209,800
04 Production Csg. fi. of at . I S—
05 Liner 3600__ft.of __5 at 14,81 __/mt 52,300
06 Tubing___ 14200 _fiof2.7/8.2 3yB ___10.73__/ft 152,300
07 Casing Head AssembIY .. . oot e e 10,000
07 Tubing Head Assembly. . . ... o i e 40,000
. 08 PUmpIng Ui, L e e
09 Prime MoOVer .. e e e
12 Installation Costs and Non-Controllable Well Equipment. . ......ovov..... 20,000
15 SUOrAgE TaNKS . .ottt e ettt e e e e 8,000
16 SEPArator . .. i e PP 9,000
17 0T YT 12 ¢ T T 14,000
18 Heater - Treater .. v oottt e et e e e et e e e e e e e 8,000
19 LACT Unit ........ et e e '
20 LTX or Production Unit . .. .. .. ... e it ie e iannnn —
21 113 o7 - S 4,000
22 Gas Recorders . ...... e e e e 4,000
23 Installation Costs and Non-Controllable Lease Equipment. .. ............. 18,000
TOTAL TANGIBLE $ 591,700 s 262,100 8 329,600 |$
TUTAL WELL $2,071,600 3£1,654,300 & 417,300 1%

/It is reccgnized that the amounts herein are estimates only and approval of this authorization shall extend to the actual costs incurred
in conducting the operation specified, whether more or less than that herein set out,

- OWNERSHiIP APPROVALS:

Interest: $ * Authorized Signature Date:
INEXCO Oii. COMPANY _

WELL CONTROL INSURANCE

This AFE includes in Item 22, Page 1, Well Control Insurance, during drilling and completion only, covering: 1) the cost of
cantrol of a well in the event of a blawaout; 2) bodily injury or praperty damage liability caused by pollution, seepage or con-
tamination; 3) pollution cleanup; 4) extinguishing of an oil or gas well fire; and 5) redrilling of the well. You MUST INDICATE
your acceptance or declination of your prorata share of the subject insurance by signing below. NO INDICATION WILL BE A
CONCLUSIVE PRESUMPTION OF ACCEPTANCE.

If you decline the coverage ‘offered, you must satisfy *INSURANCE COVERAGE ONLY
L \7 Inexco that you already have insurance o' that you
: -/ can bear the out of pocket cost of well control. Accept
Decling R
3 Wit Self tnsure D Have Alternate Insurance

"PLEASE BE SURE YOU HAVE SIGNED IN BOTH REQUIRED PLACES

Frem NS




INSURANCE

Operator shall at all times during the term of this Agreement carry insurance to protect the parties hereto as follows:

(1) Workers’ Compensation, U. S, Lorachorgmen’s Act and Harbor Workers” coverage a3 required by tite faves of the state
where the operations are to be conducted and Employer's Liability Insurance with a limit of not less than $100,000.

(2) Comprehensive General Public Liability Insurance, including completed operations insurance, with timits of not less
than:

~$260,000 — each occurrence
—$500,000 — each accident
-$100,000 — for Yoss of or damage to property in any one accident

The policy is extended to cover as additional insureds all co-owners, joint ventures, mining partners with the name insured
in the oil and gas properties.

(3) Automobile Public Liability Insurance covering all automotive equipmerit used in perfcrmance of work under this
agreement with limits of not less than:

—$250,000 - each accurrerce
—-$500,000 — each accident
~$100,00C¢ — for loss of or damage to property in any one accident

If automotive equipment used is owned exclysively by Operator, no charge will be made to the Joint Account for premiums
for this coverage except as provided in Section 111, Paragraph 5 of the Accounting Procedure.

Operator shall require 21l contractors performing work under this Agreement to carry the following insurance:

(1) Workers’ Compensation, U. S, Longshoremen’s Act and Harbor Workers’ coverage as required by the laws of the state

EXataWalaled

where the operations are to be conducted and Employer’s Liability Insurance with a fimit of not tace than €100 CCT,
(2) Comorehensive General Public Liability Insurance with limits of not less than:

—$250,000 -~ each occurrence
—$500,000 — each acciv.cnt
—~$100,000 - for loss of or damage to property in any one accident

{3) Automiobile Public Liability Insurance covering all automotive equipment used in performance of work 'under this
agreement with limits of not less than:

~$250,000 — each occurrence
] —$500,000 — each accident
! , —$100,000 — forlcss'of or damags 16 property in aivy one acdident

{4) Contractual Insurance covering indemnity agreement and Contractor’s other obligations under this contract with limits
of not less than: o ’

—$250,000 -- each occurrence
—$500,000 — each accident
—-$100,000 — for loss of or damage to property in any one accident

Excess liability insurance may be carried 1o meet the above requirements,

TN
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TEKeD
CASE NO. (bﬂﬁi

UNIT AGREEMENT

FOR THE DEVELOPMENT AND OPERATION
o THE

BISON WALLQOW UNIT AREA

subscribing, ratifying, or consenting hereto, and herein referred

to as the “parties hereto,"

WITNEGSSETH:

WHEREAS, the parties hereto are the owners of working, royalty,A"

~or other o0il and gas interests in -the unit area subject ‘to this
agreement; and

WHEREAS, ther Mineral Leasing Act of Febrdary 25, 1920, 41 Stat.
437, és aménded, 30'U.vS. C.‘Seﬁs. 181 et seq., authorizes Federal
lessees and théir representatives £o,unite with each other, or
jointly or separately with othérs, inAcollectively adopting and
Operaﬁing a cooperative or unit plan'bf»developméﬁt or operation

of any oil or gas pool, field, or like area, or any part thereof

COUNTY OF EDDY
STATE OF NEW MBXICO
NO
: T THIS AGREEMENT, entered into as of the _12th_ day of
March , 19 79 , by and between the parties
i
for the purpose of more properly consérving the natural resources
thereof whenever determined and certified by the Secretary of the
§ " Interior 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. 7-11-29

N.M. Statutes 1953 Annotated) to consent to or approve this agree-

: ’ ment on behalf of the State of New Mexico, insofar as it covers

and includes lands and mineral interest'of‘the State of New Mexico;

7

and,.

G

%

~ WHEREAS, the Oil Conservation Commission of the State of New

Y
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Mexico is‘authorized by an Act of the Legislature (Chapter 72, Laws

is - i of 1935, as amended by Chapter 193, Laws of ' 1937; Chapter 166, Laws




requlations, incLuding operating and unit

‘designated and recognized as constituting the unit area: ;

of 1Y4l; and Chapter 168, Laws of 1949) to approve this agreement
and the counservation provisiois hereof; and,
WHEREAS, the parties hereto hold sufficient interests in the

BISON WALLOW ~ Unit Area covering the land hereinafter

described to give reasonably effective control of operations there-
in; and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste, and secure other bencfits
obtainable through development and operation of the area subject
to this agreement under the terms, conditions, and limitations
herein set forth;

“&ow, THEREFORE, in consideration of the premises and the
promises herein contained, the parties hereto commit to this
agreement. their respective interests in the below-defined 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

lan regulations,

mf

’Lheretofore 1ssued thereunder or. valld pertlnent and reasohablef

DR

;:regulations hereafter 1ssued thereunder are accepted and made a

'npart of thls agreement as to Federal lands, provided: such

regulations are ‘not inconsistent with the terms of this agreement;

and to non-Federal lands, the o0il and gas operating regulations |

in effect as of the effective date’hereof governing drilling and
producing operations, not inconsistent with the terms hereof or the i
laws of the State in which the non-Federal land is located, are J
hereby accepted and made a part of this agreement. |

2. UNIT AREA. The following described land is hereby

T-25-S, R-29-E, NMPM T-26-S, R-29-E, NMPM

Section "25: All . Section 2: All

Section 26: All Section 3: All

Section 27: All Section 4: All .

Section '33: All . ‘ ‘Section” 9: N 1/2 : e
,Sect;on_gﬁlﬂmAl1 ,memwﬂww_uw_uNSectlon 10:. N-1/2 B

- Section 436: ALl

EDDY COUNTY, NEW MEXICO
Containing 7,040. ACRES,
More or Less
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“}ﬂStateAcémmission."
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Exhibit “A" attachoed hereito i1s a map showing the unit area and

the boundaries and indentity of tracts and leases in said area

to the extent known to the Unit Operator. Exhibit "B" attached
hereto is a schedule showing to the extent known to the Unit
Operator the acreage, percentage, and kind of ownership of oil

and gas interests in ali lands in the unit area. Uowever} nothing
herein or in said schedule or map £hall be construed as a
representation by any party hereto as to the ownership of any
interest other than such interest or interests as are shown in
said map or schedule as owned by such party. Exhibits “A" and

"B" shall be revised by the Unit Operator whenever changes in

the unit area render such revision necessary when requested by

the Oil‘and Gas Supefvisor, hereinafter referred to as "Supervisor,"
or when requested by the Cqmmissioner of Public Lands of the

State of New Mexico, hereinafter referred td as "Land Commissioner,"
and not less than five (5) copies of the revised Exhibits shall

be filed with the Supervisor and one (1) copy thereof shall be

filed with the Land Commissioner, and 6ne (l)fcopy with the New: -
ﬂéxicq Qilfépﬁservétion Commission, héféihafte; reférréd t6 ésu v

¢

? §he above-describéd gnit area éhali,’when pfactiéablg,ﬁbé“
expanded to include theréin-ahy additional lands or shall bél
contracted to exclude lands whenever such expansion or contraction
is deemed to be necessary or advisable to conform with the
purposes of this agreement. Suéh expahsion or contraction shall
be effected in the following mannex :

(a) Unit Operator, on its own motionior on éemand of the
Director of the Geological Survey, hereinafter referred to as
"Director",‘or on demand of the Landvcdmmissioner} after preliminary
concurrence by the<Directo£, shall prepare a notice of proposed
expansion or contraction describing the contemplatsd"changes,in:

the boundaries of the unit area,.the reasons therefor, and the

e NS E TR T TAL e
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month subsequert to the date of notice.
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l///;i’fé"expansflon or contraction shall, upon approval by the Supervisor,
t
of the date prescribed in the notice thereof,

-*bevethentlsuxvey or its nedrest lot or tract equivalent;. in

' inStahceé‘of irreqular surveys unusually large lots or tracts shall

(b) Said notice shall be delivered to the Supervisor, the
Land Commissioner and the State Commission, and copies thereof
mailedito the last known address of each working-interest owner,
lessee, and lessor whose interest arc affected, advising thal
thirty (30) days will be allowed -for submission to the Unit
Operator of any objections.

(c) Upon expiration of the 30-day period provided in the
preceding item kb) hereof, Unit Operator shall file with the
Supervisor, the Land Commissioner, and the State Commission,
evidence‘of mailing of the notice of expansion or contractioﬁvand
a copy of any objections thereto which have been filed with the
Unit Operator, toqether'With an application in sufficient numbér,
for approval of such expansion or contr%ction and wiﬁh appropriate
joinders.

(d) After due consideration of all pertinent information,
he Land Commissioner, and State Commission, become éffective as

"(e) 3 Al_}“ile‘ga‘l sub’d-ivAi:sionsv of lands (i.e., 40 acres_'.-bj" }4; : I
be considered in multiples of 40 acres or the nearest aliguot
equivalent thereof), no pértsgof which are entitled to be in a ,
participating area on or before the fifth annibersary of the effective
date of the first initial participating area established under this o
unit agreement, shall be'eliminated automafically from this
agreement, efféctive as of said fifth anhiveréafy, and suqh lands
shall no longer be a part of thé unit area and‘shall’no lbnger be
subject to this agreement, ﬁnless diligent drilliﬁg opgrations
are in progress on unitized lands not entitled to participation
on said fifth anniversary, in which évent all suéh lands shall

remain subject hereto for so long as such drilling operations dre

~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. All iegal subdivisions of lands not entitled to be

(4) | ;
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in a participating arca within 10 years after the offective
date of the first initial participating areca approved under this
agreement shall be automatically eliminated from this agreement
as of said tenth anniversary. All lands proved productive byk
diligent drilling operations after the aforesaid five-year period
shall become participating in the same manner as during said five-~
year period. However, wﬁen such diligent drilling operations
cease, all non-participating lands shall be automatically eliminated
effective as of the 91st day thereafter. The unit operator shall
within 90 days after the effective date of any elimination ﬁereunder,
describe the area so eliminated to the satisfaction of the Super- |
visor and the Land Commissianer and nrometle nctif€y Gll paiiies in o
interest. |

If conditions warrant extension of the ten-year period specified
in this subsec¢tion 2,(e), a single extension of not to exceed two
years may be accomplished by consent of the owners of 90% of
the working interest in the current non—éarticipating unitized
lands and the owners of 60% of the basic royaify interests (exclﬁsiVe
of,the?basic'royalty‘interests of»the United States) in non-
ééftiéipéﬁiﬂgﬂdnitizéd lands with approval offthe-biréétor and Land
Cémﬁissionér; pr@Vidéd such extension application is submitted
to the Director and tﬁe Laﬁd Commissioner not later than-60 days
prior_tq the éxpiration of said ten-year pe- “od.

Any -expansion 6f the unit area pursuant to this section
which embraces lands theretofore elimatéd pursuant to this sub-
section 2 ({e) shall not be considered automatic commitment or
récommitment.of such‘landsL »

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed

tc this agreement shall éonstitute land referred to herein as
"unitized land" or "land-suﬁject to.this agreement." All ‘oil and
gas in any'éhd allyformafidns of'the unitized land are unitized
under the terms of this agreement and herein are called "unitizid

substances."

4, UNIT OPERATOR. INEXCO OIL COMPANY

is hereby designated as Unit Operator and by signature hereto as




Unit Operator agrees and consents Lo accept the duilies and

obligations of Unit Operator for tﬁe discovery, development,

and production of unitized substances as herein provided.. When-
ever reference is made herein to the-Unit Operatoxr, such reference
means the Unit Operator acting in the capacity and not as an owner
of interest in unitized substances, and the term "working-interest
owner"” when used shall include or refer to Unit Operator as the
owner of a working iﬁterest 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 establish-
"ment 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 (6) _—

months after notice of intention to resign has been served by » |
- Unit Operator on all working-interest owners and the Supervisor
and the Land Commissioner, and until all wells then drilled here-

under are placed .in a satisfactory condition’for suspension or

J
abandonment'whichevef is required by the Super?isor as to Federal i
lands andithe State Commission as to State lands, unless a new i
‘Unit Operator shall have been selected and approved and shall hafé

taken over and assumed the duties and obligations of Unit Operator 1
prior to the expiration of said period.

‘Unit Operator shall have the right to resign in like mannex

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

- 4 . .
participating area cstablished hereunder is in existence, but,
in all instances of resignation or removal, until a successor unit
operator is selected and approved as hereinafter provided, the

working-interest owners shall be jointly responsible for ﬁerfqrm—

ance of the duties of unit operator, and shall not later than 30
days before such resignation or removal becomes effective appoihg
a common- agent tO/represeht them in’aﬁy action tO‘pe taken here-

under.

The resignation of Unit Operator shall not release Unit

Operator from any liability for any default by it hereunder occurring

(6)
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prior to the effective date of its resignation.

The Unit Opecrator 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 as herein provided for the selection of‘a new Unit
Operator. Such removal shall be effective uvon notice thereof to
the Supervisor and the Land COmmissionéi.

The resignation or remdval of Unit Operator under this
agreement shall not terminate its right, title, or inte:ést‘as
the owner of a working interest or other interest in unitized
substances, but upon the resignation or femqval of Unit Operator
becoming effective, such Unit Operator shallideliverépossession
of all wells, equipment, materials, and appusienances used in.
conducting the unit operations to the new duly qualified successor
Unit Opefaﬁor or to the common agent, if no such new Unit Operator
ié,electéd, te be!used for the purpose of dbnducting unit
operations hereundef. Nothing herein shall bg construéd as
authorizing removal oanny,matérial, equipment, and appurtenanCes

needed. for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator
shall tendef.hiélor its resignation as Unit Operator or shall be
removed as hereinabove proviéed, or a change of Unit Opérator is
negotiated.by>WOrking-interest aners, the owners of the working
interests in the participating area or areas according to their
respective aé;eage interests in such participating area or areas,
or until a parficipating 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 succeésor Unit Opérator; Provided, that, if a majority
but le;s than 75 per cent of the working interests qualified to |
vote are owned by one party to this agreément, a concurring vote
6f one or more addigional working interest’owners shéll be
roguired Lu seieci a new opetacorf sSuch selectibn'éhaii AOt'becohé

effective until:

(7)




(a)  a Unit Opcrator so sclecled shall accepl in Qriting
the duties and responsibilities of Unit Operator, and
(b) the selection shall have been approved Ly the Super-
visor and approved by the Land Commissioner.
‘If.no successor Unit Operator is selected and qualified as
hercin provided, the Director and the Land Commissioncr, at
their election, may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT.

If the Unit Operator. is not the sole owner of working interests,
costs, and expenses 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 agreements entered into by and between the Unit
Operator and the owners of working interests, whether one.or nore,
eeparately or collectively. Any agreement or agreements entered
into between the working~interest owners and the UnitVOperator

as prov1ded in thls section, whether one or more, are herein
',referred to as the “unlt operatlng agreement. Suc¢h unlt operatlng

i

Vagreement shall ,also prov1de the manner - in whlch the worklng-

‘ flnterest owners shall be entltled to recelve thelr respectlve

proportlonate and allocated share of the beneflts accruing heretof

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 upcn by Unit Operator and the working-interest owners;
however, no such’unit operating agreement shail be deemed either
to modify any of the tefms and conditions of this unit agreement.
~or to relieve the Unit Operator of any right or obligation
established'under this unit agreement,-ahd in case of any
inconsistency or conflict between this unit agreement and the

unit opcrating agreement, this unitaagreement shall govern. Three
true copies of any unit operating agreemen£ executed pursuant to

this seciion shivuld be [ilea with the sSupervisor and one true copy

[P NS

with the Land Commissioner, prior’to approval of this unit agreement.




?7*Superv1sor,‘1f on Federal land, or by the Land Cqmmlsoloner,

8. RIGUTS AND OBLIGATIONS OF UNTT OPERATOR. Except

as otherwise specifically provided herecin, the exclusive

right, privilege and duty of exercising any and all rights of
the parties hereto which are necessary or convenient for
prospecting for, producing, storing, allocating, and distribut-
ing the unitized substances are hereby delegated to and shall
be exercieed by the Unit Operator as herein provided. Accept-
able evidence of title to said .rights shall be deposited with
'said Unit Operator and, together with this agreement, shell
constitute and define the rights, privileges, and obligations
of Unit Operator. Nothing herein, however, shall be construed
tu 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.

$. DRILLING TO DISCOVERY. Within six (6) months after

the effective date-hereof the Unit Operator shall begin to

_f.drlll an : adequate test well rat a: locatlon approved by the‘”'

1f on State land, unless on such eftectlve date a well is belng*
drllled conformably w1th the terms hereof, and thereafter
continue such drilling diligently until the 'Pennsxlvanian Age

Beds have been_penetratedvto 175 feet below the top o

of the

Morrow “C" Zone and tested , or until at a lesser depth
e

unitized substances shall be discovered Which can be produced in

paying quantities (to-wit: guantities sufficient to repay the
costs of drilling, completihg and producing operations, with .

a reasonable profit) or the Unit Operator shall, at any time,

-establish to the satisfaction of the Supervisor if on Federal .

lénd, or the Land Commissionef if on State land, that further

drilling of said well would be unwarranted or impracticable;

- piGvidea, nowever, tnat unit operator shall not, in any event,

. be requiped to drill said well to a depth in excess of 141400___

feet. -Until the disCoVe}y of a deposit of unitized substances




capable of being produced in paying quantitics, the Unit

_Operator shall continue drilling diligently once well at a

‘time, allowing not more than six (6) months boetween the
completion of one well and the beginning of the next well,
until a well capéble of pfoducing unitized substances in paying
quantities is completed to the satisfaction of said Supervisor
if it be on Federal land or of the land Commissioﬁer if on
State land, or until it is reasonably proved that the unitized
land is incapable of producing unitized substances in paying
quantities in the formations drilled hereunder. Nothing in
this_section shall be deemed to limit the right of the Uﬁit
Operator to resign as‘provided in Sectién 5 hereof, or as
requiring>Unit Operator to commence or continue any drilling
during.the period'pending‘such resignation becomirnig effecfive
in order to compiy.with the requifements of'this section. The
Directdr and LandfCommissioner may modify the drilling
requirements of this section by.granting regsonablé extensions
of time when, {h their opinion, such actioq‘is warranted.’ '

Ubon*faiigre to commence any well provided for in this

' section Wifhin the time aflowed,'including,any exteqsion of time

-granted by’the Supervisor and the Land Commissioner, this

agreement will automatically terminate; upon failure to continue
drilling diligently ény well commenced hereunder, the Supervisor
and the Land Commissioner may, after 15-days notice to the Unit

Operator, declare this unit agréement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six

(6) months after completion of a well capable of producing

unitized substances in paying quantities, the Unit Operator -

-shallmsubmit for the approval of. the Supervisor,'the Land

Commissioner, and State Commission an acceptable plan of

development and operation for the unitized land which, when

“approved by the Supervisor, the Land Commissioner, and State

V" Commission, shall constitiite the furthar 2»3i11ine and Spiiaciiyg

obligations of the Unit Operator under this agreement for;ﬁhe

- 'period specified therein. Thereafter, from time to time before

the expiration of any existing plan, the Unit Operator shall

;

(10)




'of the Superv1sor, the Land Comm1351oner, and State Commlssxon._‘

submit for the approval of the Supervisor, the Land Commissioner,
and State Commission a plan for an additional specified period
'for the development and operation of the unitized land.

Any plan submitted pursuant to this section shall provide
for the exploration of the unitized area and for the diligent
drilling necessary for determination of the area or areas there-
of capable of producing unitized substances in paying quantities
in each and every productive formation and shall be as complete
and adequate as the Supervisor, the Land Commissioner, and State
Commission may deterxmine to be necessary for timely development
and proper conservation of the oil and gas resources of the
uniti;ed area and shall:

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

ALt

P)ans shall be modlfled or supplemented when necesegry to

;meet changed conditlons or to protect the interests of all partles

to this agreement.f Reaoonable diligence shall be exercised in
complying withdthe leigatione of the approved plan of develop-
ment. The éupervisor and the Land Commissiener are authorized
to. grant a reasonable extension. of the six-month period herein
prescrlbed for submission of an 1n1t1al plan of development where

such action is Justlfledlbecause of unusual conditions or

circumstances. After completion hereunder of a well capable of

producing any unitized substance in paying quantities, no further

- wells, except such as may be necessary to afford protection

against operations not under this agreement and such as may be

3pecificelly»approvedﬁby the Supervisor, the Land anmissioner,

~and Stafte Cammieaion, ehall ko Arillz Lnueye L1 acuvurdance with

a plan of deVelopmentHapproved as herein provided.




11, PARTICIPATION ATTER DISCOVERY. Upon complcetion of

a well capable of producing unitized substances in paying
quantities or as soon therecafter as required by the Supervisor,
the Land Commissioner, or the State Commission, the Unit
Operator shall submit for aéproval by the Supervisor, the Land
Commissionef, and State Commission a schedule, based on sub-
divisions of the public~land survey or aliguot parts thereof,
of all }and thenregarded as reésonably proved to be productive
in paying quantities; all lands in said schedule on approval
of the Supervisor, the Land Commiésioner, and State Commission
\//// to constitute é'participatinq area, effective as of the date of
completion of such well or the effective date of this unit
agreement, whicheverlis later. The acreages of both Federal
and non-Federal lands shall be based upon appropriate computations

from the conrses and distances shown on the last approved public4

land survey as of the effective date of each initial participating
area. Said schedule shall élso set forth.the percentage of

unitized substances to be allocated as herein provided to each

tract in the participating area so‘established,‘and shall govern
“the allocation of productidn'commencing with the effective date
- of the participating area. A separate participating area shall

be established for each separate pool or deposit of unitized

substances or for any group thereof which is pfoduced as é

.single pool or zone, and any two or more participating;aréas so
established may be combined into one, on approval of the Super-
visor, the Land Commiésioner) and ﬁhe State Commission. When
production from two or more participating areas, so established, R
is sﬁbséquently found to be from a common pool or deposit saiad

- participating areas shall be combiﬁéd'into.one, effectiye as

"af such apprdpriate date as ﬁay be approved or»pfés;ribed by

the Siinervisnr.  tha T.and Cammigeianar . and Gtate Cammiceinn .’

The particibatinq arca or areas so established shall be revised
from time to time, subject to like approval, to include
addiéional land then régafded as reasonably proved to be productive

n

k)
-

géaiitities or necessary for unit operations, or to

3
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be dep?slted, as directed by the Supervisor and the Land CommlsSioni

exclude land then regarded as reasonably proved hot to be
productive in paying quantities and the schedule of allocation
percentages shall be revised accordingly. “The effective date

of any revisioﬁ shall be the first of the month in which is
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 tﬁe Supervisor, the Land Commissioner, and State
Commission. No land shall be excluded from a participating area
on account of depletion of the unitized substances, except

that any participating area established under the provisions

of this unit agreement shall terminate automaticaily whenever
allvcompietions in the formation on which the pa;ticipatihg area

is based are abandoned.

It is‘the’intent of‘this section that a participating area
shall represent the area known or reasonably estimated to be
productive in paying quantities; but regard}ess of any tevié%dn
of the particiﬁating area, nothing Lerein contained shall be

construed as requiring any retroactive adjustment for productlon

. obtained prior to the effectlve date of the revision of the

participating area.

In the absence of agreement at any time between the Unit
Operator‘and'the Supervisor, the LandkCommiSSibn, and State
Commissibn;>as to the proper definition‘or redefinition of a
participating area, or until a participating area has, or areas
have, been established as provided herein, the portiondof all
payments affeéted thereby shall be impoUnded in a manner mutually'
acceptable ‘to the oﬁnere‘of working iﬁterests and the Sdpervisor'
and the Land Commission.’ Royaltles due the United States shall -
be determined by the Superv1sor for Federal 1ands and the Land

CommlsSLOner for lhe State lande and the amount thereot shall

er, to be held as unearned money until a participating area is
flnally approved and then applied as earned or returned in.

accordande w1th a determlnatlon of the sum due as Federal and

State-royalty on the basis of such approved partlclpatlng area.

(13)




Whenever it is determined, subject to the approval of

the Supervisor, the Land Comnissioner, and State Commission
that a well drilled under this'agreement is not capable of
production in paying quantities and inclusion of the land on
which it is situated in a participating area ié unwarranted,
production from such well shall, for the purposes of settlement
among all parties other than working-interest owners, be
allocated to the land on which the well is located unleés such
land is already within the participating area established for
the pool or deposit from which such production i3z obtained.
Settlement for working interest benefits from such a well
shall bhe "ade:as provided in the unit operating agreement.
Determination as to whether a well completed within the
Unit Area prior to the effective date of this agreement is
capable of producing unitized substances in paying quantities
shall be deferred until an initial participating area is
f ‘ eétablished as a result of the COmpletion'of a well for
‘prOGQCtion in paYiné quantities in accordancé;with Section 9

hereof.

'12.  ALLOCATION OF PRODUCTION. 'All unitized substances = -
produced from each participating area established ﬁhder this
agreement, except’any part thereof used in conformity with good
Qperaﬁing practices within the unitized area for drilling, operé—;
ting, camp , and other froduction or development purpbseé, for

repressuring or recycling in accordance with a plan of develop-

ment approved by the Supervisor, Land Commission, and State

Commission, or unavoidable 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'£he‘purpose of determining any benefits accruing under

thisﬁagreement, cach such tract ofvunitizedrland shall have

. allocated to it siich veresntaace of caid nroductian as the num B

of acres of such tract included in said participating area bears

‘to the fotal acres of unitized land in said participating area, ]




except>that allocation of production hereunslor for parnoses
other than for scttlement 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 heréin 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 particulér
part or tract of said barticipating area. If any gas produced
from one participating area is used for fepressuring or
recycling purposes in another participating area, the first
gas withdrawn from such last-mentioned participating aréa for
sale during the 1life of éhis agreement shall be considered

to be the gas so transferred until an amount egqual to that
transferred shall be so produced.for sale and such gas shall
be allocAted to the pérticipating area from which initially
produced as,suéh area was last defined at the time of suéh
final productioﬂ.-' .

13. DEVFLOPMENT OR OPERATION OF NON-PARTICIPATING LAND

OR FORMATIONS; ‘Any'party heretd owning or controlling the
wofking'ihterest in an§ unitized land having thereon a regular’
well location may with the approval of the Supervisor and the
Land Commissioner, at su:h party's sole risk, costs; and exﬁé. ;
drili a well to test any‘formation_for which a parﬁicipaﬁing area
has not been established or to test any formation for'which a
participating area has been established if such location is

not within said participating area, unless within 90 days of

' receipts of notice from said party of his intention 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.

>

1f any well drilled as aforesaid bv a working-interest ownar ...

results in production such that the land upon which it is situated
may properly be included in a participating area, such participat-

ing area shall be established or enlarged as provided in this

(15)




agreement and the well shall thercafter 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
obtaies production in quantities insuffici‘nt to justify the
inclusion of the land upon which such well is‘situated in a
participating area, 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 proddction.from any such well shall be paid as specified
in the underlying lease and agreements affected.

14. ROYALTY SETTLEMENT. The United States and any State

and any royalty owner who is entitled to take in kind a share

of the substances now unitized hereunder shall hereafter be
entitled to the right to take in kind its share ef the unitized
substances, and the Unit Operator, or the workin§~interest.owner

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

‘as hereinvprévided‘for in-special cases, shall make deliveries

of such royalty share taken in klnd in conformlty with the
appllcablebcontracts, laws,” and regulatlons. Settlement for roy-
alty iﬁterest hot'taken in kind shall be made by working-interest
owners responéitfé thereforﬁunder existing contracts, laws, and

regulations, on by the Unlt Operator,_on or before the last day

of each montn for unltlzed substances produced durlng the

- precedlng calendar_month;_provxded, however,'that nothing herein
.coﬁtained*shall'operate to relieve the lessees of any land frecm
_thelr respectlve lease obllgatlons for the payment of any

‘royaltles due under thelr 1eases.

zIf.gas-obtained from lands not subject to this agreement

. is introduced into any participating area hereunder, for use in

répressuring, stimulation of production, or increasing ultimate

‘recovery, in conformity with a plan'of'Operations approved by

Nthe Superv1sor and the Land Comm1351oner, a like amount of gas,

after settlement as hereln prov1ded for any gas transferred
from any other participating area and with appropriate deduction

for loss from any cause, may be withdrawn from the formation into

(16)
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which the gas is introduced, royalty free as to dry agas,

but not as to any products which may be extracted therefrom;
provided that such withdrawal 'shall be at such time as may be
provided in the approved plan of operations or as may'other;
wise be consented to by the Supervisor and the Land 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 State shali be computed as provided
in the opetating regulations and paid in value or delivered in
kind as to all unitized substances on the basis of the amounts
thereof allocated to uricized Federal land as provided herein
at the rates;specified in the respective Federal 1eases,_or at
such lower rate or rates as may be authorized by law or
regulation; provided, that for leases on which the royalty rate
depends on the daily average production per well, said average
production shall be determined in accordance with the operating

regulatlons as’ though each part1c1pat1ng area were a 51ngle - S,

: consolldated Jease.

s Royalty due on account of State 1ands bhall be computed

'tandfpald on the_bas;s of all unltlzed substances’ allocated to

such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due’

on leases cummitted'hereto shall be paid by working?intereSt o
owners respon51ble therefor ‘under existing contracts, laws, - ’ 1
and regulatlons, prov1ded that nothing herein.contained shall
operate to relieve the lessees of any land from their respective
lease obligations for the payment of eny rental or minimum '
royalty due under their ieases. Rental or minimum royalty

for lands of the United States subject to this agreement shali

be paid at the rate specified in the respective leases from the

.United States unless such rental or minimum royalty is waived,

suspendedy e reduced-by -law or by "approval oirthe secretary or T

his duly authorized representative.

(17)
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Rentals on State of New Mexico lands subject Lo this

agrecment shall be paid at the rates specified in the

respective lcases.

With respect to any lease on hon-Federal land containing

provisions which would terminate such lease unless drilling

operations are commenced upon the land covered thereby within

the time therein specified or rentals are paid for the privilege

of
by
be

of

deferring such drilling operations, the rentals required there-
shall, notwithstanding any other provision of this agreement,
deemed to accrue and become payable during the term there-

as extended by this agreement and until the required drilling

operations are commenced upon the land covered thereby or until

some portion of such land is included within a participatiing

area.

16. CONSERVATION.  Operations hereunder and production of

unitized suvbstances 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

regulation.-

as

- 17. DRAINACE. "The Unit Operator shall'také such measurés

the Supervisor and Land Commissioner deem appropriate and

adequate to prevent drainage of unitized gubstances from

‘unitized land by wells on land not subject to this agreement.

18
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EASES AND CONTRACTS CONFORMED AND -EXTENDED. ‘The- terms,

conditions, and provisions of all leases, subleases, and other

contracts relatihg to exploration, drilling, development, or

operation for oil or gas on lands committed to this agreement

arefheréby expressly modified and amended to the extend necessary

to tiake the same conform to .the provisions hereof, but otherwise

to

g

rémain in full force and effect; and the parties hereto hereby

conséht that the Secretary, as to Federal leases and the Land

Commissioner, as to State leases, shall and each by his approval

héreOE!;Qrb?Y“Fh?faPPrdval]héIQQﬁ;bthiS;dﬁlyfﬁlthorizedwg__

tive, does hereby establish, alter, change, or revoke the drilli

t

producing, rental, minimum royalty, and royalty requirements Of

(.
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rederal aiid Staie leases comuitted hereto and the requlations

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 thereof shali be deemed full berformance
of all obliéations for development and operation with respect to
each and every separately owned tract subject to this aqreement,
regardless of whether there is any development cf any particular
tract of the unit area.

{b) Drilling and producing operations performs=d hereunder

upon any tract of unitized lands will be accepted and deemed to

be performed upon and for the benefit of each and every tract of

nnitized land, and no lease shall ce deemed to expire by reason
§ of failure to drill or produce wells situated on the land therein
‘embraced.. A
| ’(c)‘ Suspenslon of drllllng or producing operatlons on all
' unltlzed lands pursuant to dlrectlon or consent of the Secretary
and the Land COmm1351oner, or hls duly authorlzed representatlve,

'shall be deemed t0'const1tute such suspen31on pursuant to such

direction or consent as to each and every tract of nnitized land, e
A suspension'of'drilling orip;oducing operations limited to I
specified lands_shall be apﬁlicable only to such lands.

(d) Each lease, sublease, or contract relating to the
exploration, drilling, development'or operation for oil or gas of '

‘lands other than those of_the’United Staées'and State of New Mexico

IR - o - committed to this‘agreement,‘which,kby its terms ' might expire pricr

“to the termination of this"agreement, is hereby extendedebeyond
any such terms S0 provided}therein [Ye) that it shall be continued

in full force and effect for and during the term of this agreement.

(ei ‘Any Federal lease for a flxed term of twenty (20) years

L o} - T7T “Yenewal théreof 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

I : (19)
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léase_committed herceto shall continue in force hoyond the Loeiin
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, 0r 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 diligently
prosecuted at that time, such lease shall be extended for two
years and so long thereafter as oil or gas is produced in paying

quantities in accordance with the provisions of the Mineral‘Leasing

Act Revision of 1960.

(£) EBach sublease oL conilaCi rYelaling Lo the ope
and development of unitiged substances from lands of the United
States committed to this agreement, whichﬁby its terms would
expire prior to the time at which the underlying lease, as extended
by the immediately preceding paragraph, will expire, ié_hereby

extended beyond any such term so provided therein so that it shall

"be continued in full force -and effect for and during the term

of the underljlng lease as such term is herein extended

ﬂ(g)T The SLgregatlpn of any Federal Lease “committed  to this
agreement is governed by the following provision in the foutth
paragraph of Sec. 17 (j) of the Mineral Leasing Act, as amended hy
the Act of Septemoer‘z, 1960 (74 Stat. 781-784): "“Any (Fc
lease heretofore or hereafter committed to any such (unit) Plan
embracing‘lande'that'are in part within and in part outside of the
area covered by any such plan shall be segregated into'separete

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 nonunitized portion shall continue in force and ’

effect for the term thereof but for not less than two years_from the
date of such segregation and so long thereafter as oil or gas is
produeéd in paying quantities."

(h) In the event the Initial Test Well is commenced prior to

the expiration date of the shortest term State Lease within the

(20)
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Unit Arca, any leasce embraciing lands of the SlﬂLu of New Mexico
which is made subject to this agrecment, shall continue in force
beyond the term provided therein as to the lands committed hereto
until the termination hereof.,

(i) Any lease embracing lands of the State of New Mexico
having only a portion of its lands committed hercto, shall be
segregated as to the portion committed and the portion not committed,
and the terms of such lease shall apply separately to such
ségregated 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 MexiéO'having only a portion of its lands éommitted hereto shall
continue in full fource and exfect beyond the term providéd therein
as to all lands embraced in such léase, if oil 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, £he lessee or the Unit Operator is then engagéd'
.in'boﬁé'fide'arilling orT;ebeking5dperatiéns on some part of the
"landslehbraced”in such lease, the same as tp'all lands embréced'

oAy

“theréin, shall remain in full force and effect so long as such

operations are being diligently prosecuted, and if they result in
thg productionlof 0il or gas; said lease shall continue in full
force and effect as to all of the lands embraced therein, so 1long
thereafter as oil or gas in paying quantiteslis being produced

'from any portion of said lands.

19. COVENANTS RUN WITH LAND. " The covenants herein shall be

construed to be c¢ovenants 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, or interest in land or leases subject hereto shall be

and hereby is condi tioned upon the assumption of al}‘privileges

and obligatiohs hereunder by the grantee, transferee, or other
succeséor ifh interest. No assignment or transfer of ahy working

K g interéSt) royalty, or Other interest subject hereto shall be binding

uﬁon Unit Operator until the first day of the calendar month after

- ' - | (21)
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" Land Commissiqner;

‘time to time 'in hig discretion

is furnisheq with the original, photostatic, or
certified Copy of the instrument of transfer,

20, gggggggygﬁgﬁygwggg“yygﬂ. This agreement shayy become
effective Upon approval by the Socretary and the Land Commissioner
or his duly'authorized representative, and gh

all terminate five (5)
Years from saiqg effective date unless:

(a)  such date of eXpiration jis extended by the Director and
the Land Commissioner,

(b)

or

hereunder and, s

houlq produétion'cease,

 diligent Operations ar

ber centum, on an acreage basis, of the working—interest owners
'signatdry hereto, with the,épproval of the Supervisor and the

-Notice of any such a

pproval to be given by the
Unit Operator to ar '

1 parties herecto. -

21, RATE’oF“PRprECTTNGi,DEVELGFMENT, AND PRODUCTION. rThe

Director js hereby vesteq with authority to alter Or modify from

the quantity and rate of production

(22)
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under this agreement when such quantity and rate is not fixed

pursuant to Federal or State law or does not conform to any statce-
wide voluntary consecrvation or allocation program, which is
established, recognized, and generally adhered to by the majority
of operators in such State, such aufhority being hereby limited

to alteration or modification in the public interest, the phrpose
thereof and the public interest to be served thereby to be stated
in the ordexr of alteration or modification. Without regard to

the foregoing, the Director is also hereby vested with authority
to alter or ﬁodify from time to time in his discretion the rate

of prospecting and development and the quantity and rate of pro-

- duction under this agreement when such alteration or modification-

is in the interest of attaining the conservation objectives

stated in this agreemént and’ is not in violation of any applicablé

Federal or State law.

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

to be held not less than 15 days from notice. .

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

parties affected, have the right to Appear for and on behalf of any
and all interest affeéted hereby before the Department of the
Interior ana tﬁe Commissioner.of Pgblic Laﬁds and to appeal from
orders issued under the reguiations-of said Department or Land
Commissioner or to apply for rclicf from any of said regulatcions

or in any proceedings relatiQe to ope;ations before the Department
of the Interior of the Land Commissioner'or any other legally
coﬁstituted.autho;ify; provided, however, that -any other interested
party shall also have £he right at his own expense to be heard in
any such prqceediﬁq. .

‘23. NOTICES. All notices, demands, or statements required

hereunder to be given or rendered to the parties hereto shall be

‘deemed fully given if given invwriting and personally delivered to

_the.party or .sent by postpaid registered or certified mail, addressed

to such party or parties at their respective addresses set forth in

(23)




connection with the signaturces hercto or to the ratification

or consenﬁ~hereof or to such other address as any such party may
have furnished in writiné to party sending the notice, demand

or statement.

24. NO WAIVER OF CERTAIN RIGHTS. Nothing is 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 1and§ are located,-or of the United States, or
regulations issued thereﬁnder in any way affecting such party,
or as a waiver by any such party of any right beyond his or its
authority to waive. H

Z5. UNAVULDABLE DELAY. ALl obligations under this agreement

requiring the Unit Operator to commence or continuc drilling or

to operate on or produce unitized substances from any of the lands

covered by this agreement shall be suspended while the Unit Operator
despite the exercise of due care and diligence, is prevented from

complying with such obligations, in whole or in part, by strikes, . -

‘acts of God, Federal, State, or municipal law or agencies,

SON T NEY

?Q;ﬁvoidable‘acpidgnts, uncontrollable delays in tténsportatioﬁ;
inability to obtain necessary materials in open market, ornother
matters beyond the_reasbnéble control of the Unit Operator whether
similar to mattérs'ﬁérein.ehﬁmerated or not. No unit ‘obligation
which

STaa

uspended under this section chall
thirty (36) days after i£ has been determined that the suspension
is“nd loﬁgef_applicaﬁle} Determination of creditaplé "Unavoidablg
Delay";timejshail be made by thg}unit operator subject to approval
of the Supervisor and thé LandéCBmmissioner.

26. NONDISCRIMINATION. In connection with the performance \

of work under this agreement, the operator agrees to comply with
" all the provisions of section 202 (1) to {7) inclusive of Executive

iofde; 11246 (30 F.R. 12319), as amecnded, which are héreby incorporated

by veference in this agreement. . = °

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

o ‘ ' “unitized land shall fail and the truc owner cannot in induced to join

(24)
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in this unit agreement, such tract shall be automatically regarded
as not committed hercto and there shall be such readjustment of
future costs and benefits as may be required on account of the

loss of such title. In the event of a dispute as to title as to
any royalty, working interest, or other interest subject thereto,
payment or delivefy on account thereof may be withheld without
liability for'iﬁterest until the dispute is finally scttled;
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 shall be deposited as directed by

the Supervisor and such funds of the State of New Mex1co shall

be deoosxted as directed by the Land Commissioner, to be held as

unearned money pending final settlement of the title dispute, and
then applied as earned or returned in accordance with such final
settlement.

Unit Operator as such is relieved from eny‘respoﬁsibility
for any defect or failure of any title hereunder.- .

-28.3 NON JOINDER AND SUBSEOULNT dOlNDER. If the ewner Of

“any substantlal 1ntere$t 1n a tract w1th1n the unit area falls or

refuses to subscrlbe or consent to this agreemenL, the owner of

the worklng 1nterest in that tract may withdraw said tract from
this agreement by wrltten notice dellvered to the Superv1sor, the

Land Commissioner, the State Commission, and the Unit Operator

~ prior to the approval of this agreement by the Supervisor. Any

oil or gas interest in lands within the unit area not committed

hereto prior to submission of this agreement for final approval

may thereafter be eommitted hereto by the owner or owners thereof
subscribing or consenting to this agreement, and, if the interest
is a working interest, by*fhe owner of such interest also

subscribing to the unit oberating agreement. After operatiens are

i

) ) ) ’ : . . N » .
commenced hereunder, the right of subsequent joinder, as provided

requirements or approvals, if any, pertaining to such joinder, as

4

'may be provided for in the unit operating agreement. After final;a_

(25)
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or State”Commission.

'number of counterparts no one of which needs to be executed by

approval hereof, joinder by a non-working intercst owner must

be consented to in writing by the working-intercest owner committed
hereto and responsible for the payment of any benefits that may
accrue hereunder in behalf of such non-working interest. A non-
working interest may not be committed Lo this unit unless the
corresponding working interest is comuitteld hervceto., Joinder to the
unit.agraenent by a working-interest owne)ry, abl any time, must be
aecompanied by appropriete joinder to the unit operating agreement,
if more than onc committed working-interest owner is involved,

in order for the interest to be regarded as committed to this unit
agreement. Except as may otherwise hLerein be provided, subsequent

this agrgement shall be efifective as ot the first day

~
~

[ 2N

of the month following the filing with the Supervisor, the Land

Commissioner, and the State Commission of duly executed counterparts
of all or any papers necessary to establish commitment of any
tract to this agreement unleéss objection to such joinder is duly

made within sixty (60) days by the Supervisor, the Land Commissioner,:

29. COUNTERPARTS. Thls agreement may be executed in any

all parties or may be ratified or consented to by separate
instrument in writing specifically referring hereto and shall be
biﬁding upon all those parties who have executed such a counter-
part, ratificétion, or consent hereto with.the same force and effect
as if all such parties had signed the same document and regardless
of whether or not it is executed by all other partles ownlng or

.

claiming an interest in hhe lands within the above- descrlbed unit
area. | | |

30. SURRENDER. NOthing in thisvagreement shall‘prohibie the
exercise hy any working—interest owner of the right to surrender

vested in such party by any lease, sublease, or operating agreement

' - : i ’ L :
as to all or any part of the lands covered thereby, provided that ..

~gach party Whe will or might acquire such working interest by

such surrender or by forfeiture as hereafter set forth, is bound

(26)




by the terms of this agreement.

If, as a résult of any such surrender, the working interest
rights as.to such lands become vested in dny party other than
the fee owner of the unitized substances, said party méy forfeit
such rights and further benefits' from operaltion herecunder as to said
landvto the party next in.the chain of title who shall be and become
the owner‘OE such working interest.

If, as the result of any such surrender or forfeiture, working
interest rights become vested in the fee owncr of the unitized
substances, such owner may:

(1) Accept those working-interests rights subject to this

agreement and the unit operating aagreement: or

participating area established hereunder subject to this agreement
and the unit'operating agreement.

(3) Provide for theiindependent operation of any part of such
1andfthét are notithen included within a participating area
established hereunder.

If the fee owner of the‘uniti;éd substahces does not apcep§ 

_ the workiné:ihte;ést‘rights‘s&ﬂjégt to-this agreement and the unit
operéting aéreement'or'léase,fsuchflénds as above-~provided within'

six (6) months after the surrendered or forfeited working-interest

rights become vested in the fee owner, the'benefits and obligatiohs
‘of operatioﬁs accruing to such landé under this agreement and the
unit operating agreement‘shall be shared by'the,remaihing owners
of unitized wﬁrking-interests in accordance with their regpective
working interest ownerships, and éuch ownéfs or working infé}esﬁs
' shall compensate the fee cwner of dﬁitizéd substances in such
lands bpraying suﬁs équal to the rentals, minimum royalties, apd

royalties aéplicable to such lands under the lease in effect when}ﬁ

the lands were unitized.

‘ i
-(2) Lease the portion of such land as is included in a- Co I

An appropriate acéounting and settlement'sha;}‘be‘made, for -

all benefits accruing to or payments and expenditures made or

i
|

o ’ incurred on behalf of such surrendered or forfeited working interest
T ; subsequent to ‘the date of surrénder or forfeiture, and payment of

any‘monexs found to be owihg by such an accduntinq shall be made
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.pay for their acconnt and the

on each tract shall and may charge the proper proportion of said
may currently retain and deduct sufficient of the unitized

-substances or derivative products, or net proceeds thereof from the

States or the State of New Mex100'or to‘any“lessor who has a

.'1contréct with his lessor who has a contract with his lesscc which

as between the parties within thirty (30) days. In the event
no unit operating agreement is in existence and a mutually
acceptable agreement between the proper parties therceto cannot

be consummated, the Supervisor may prescribe such reasonable

and equitable agreement as he deems warranted under the

circumstances.

The exercise of any right vested in a working-interest owner
to reassign such working interest to the party from whom obtained
shall bhe eubject to the same conditions as set forth in this
secﬁion in fcgard to the exercise of a right to surrender.

31. TAXES. The.working-interest owners shall render and

(¢

account of the royalty owners all
vaiid taxes on or measured by -iiie uf;iLiz;{;J subsiaiCeés iii and uiides
or that may be produced, gathered, and sold from the land subject

to this contract after the.effective date of this égreement, or

upon the proceeds derived therefrom. The»workinq-interest~owners

taxes to the royalty owners having interests in said tract, and’

allocated share of each royalty owner to secure relmbursement for

the taxes so pald. No such taxes shall be charged to the Unlted

._requ1res the lessee to pay such taxes.

:-32.-.NO PARTNERSHIP. It is expressly agreed that the relatlon

of the parties hereto is that of independent contractors and
ﬁOthing-in thisfégreement contained, expressed, or implied, nor

ény operations conducted hefeunder, shall create “or be deemed to

"have created a partnership or association between the parties hereto

‘or any of them. .

33. CONFLICT OF SOPERVISION. Neither the Unit Operator nor

Cne R AR N y ) Do :
the warkina-intoreost ouncors; nsy . an

any forfeiture,;termination; or expiration of any right hereunder

or under ahy leases or contracts subject hereto, or to any penalty

(28)




or liability on account of delay or failure in whole or in part

|
i to comply with any applicable provisions thereof to the extent
that the said Unit Operator or the working-intercst owners, or any
of them, are hindered, delayed, or prevented from complying there-
g with by reason of failure of the Unit Operetor to obtain, in the
exercise of due diligence, the concurrence of proper representatives
of the United States and proper representatives of the State of
New Mexico in and about any matters or things concerning which it
l is required herein that such concurrence be obtained. 'The parties
i hereto, including the State Commission, agree that all powers and
authority vested in the Seate Commission in and by any provisions

of this agreement are vested in the State Commission and shall be

th
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exercised by it purswnant to tha nvpvicions of

, . as may now or hereafter be prov1ded by the 1aws of the State of

New Mex1co .

34. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS.V Nothing

in thlS agreement shall modlfy or change elther the special Federal

Lease stlpulatlons reletlng 'to surface management or such‘spe01al
: Federal-Lease,stipuiatidns relating to surface and environmehtal_’
protection, attached to and made a part of, 0il ahd»Gas Leases

covering lands within the Unit Area.

IN WITNESS WHEREOF, the parties hereto have cause this agreemen,

of New Mexico'and subject in‘any case to appeal or'judicial review |

to be executed and have set opp031te their respectlve names the

date of executions.
- ATTEST: : » - o INEXCO OIL COMPANY

CBY: v . BY: . .
ASSISTANT SECRETARY .- - WILLIAM G. GOODWIN
' : VICE-PRESIDENT

ADDRESS: 1100 Milam Bldg.
"Suite 1900 -
Houston, Texas -~ 77002

 STATE OF TEXAS ) - ! A |
, y ) _
CQUNTY OF HARRIS )

The foregoing instrument was acknowledged hafore this ,
day of , 19 , by WILLTAM G. GOODWIN who

is Vice- PreSLdent of INEXCO OIL COMPANY, a Delaware Corporation, .

! N

i : for and on behalf of said Corporation:

My Commission Fxpires:
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IN REPLY REFER TO:

¢RICAy,
K

o

7764010 o

PR ettt S
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United States Department of the Interior

GEOLOGICAL SURVEY
Box 25046
Denver Federal Center
Denver, Colorado 80225

RECEIVED

APR - 9 1979
LAND DEP'T,

y
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Inexco 0il Company

Attention: William G. Goodwin
1100 Milam Building -~ Suite 1900
Houston, Texas 77002

Gentlemen:

Your application of March 12, 1979 filed with the U.S. Geological Survey
office in Roswell, New Mexlco, requests iilie designation of the Bison
Wallow unit area embracing 7,040.00 acres, more or less, Eddy County,

New Mexico, as logically subject to exploration and development under the
unitization provisions of the Mineral Leasing Act, as amended.

Pursuant to unit plan regulations 30 CFR 226 the land requested as
outlined on your plat marked "Exhibit A Bison Wallow Unit Area, Eddy
County, New Mexico" is hereby designated as a logical unit area.

The unit agreement submitted for the area designated should provide for

a well to test the Morrow "C" Zone or to a depth of 14,400 feet. Your
proposed use of the Form of Agreement for Unproved Areas will be accepted
with the modifications requested in your application. <

If conditions are such that further modification of said standard form
is deemed necessary, three coples of the proposed modifications with
appropriate justification must be submitted to this office through the
0il and Gas Supervisor for preliminary approval.

In thc absence of any other type of land requiring special provisions or

of any objections not now apparent, a duly executed agreement identical
with said form, modified as outlined above, will be approved if submitted
in approvable status within a reasonable period of time. However, notice
is hereby given that the right is reserved to deny approval of any

executed agreement submitted which, in our opinion, does not have the full .
commitment of sufficient lands to afford effective control of operations

in the unit area.
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When the executed agreement is transmitted to Roswell, New Mexico for the
Supervisor's approval, include the latest status of all acreage. In pre~
paration of Exhibits "A" and "B", follow closely the format of the sample
exhibits attached to the 1968 reprint of the aforementioned form.

Inasmuch as this unit agreement involves State land, we are sending a copy
of this letter to the Commissioner of Public Lands in Santa Fe. Please con-
tact the State of New Mexico before soliciting joinders regardless of prior
contacts or clearances from the Stace.

Sincerely yours,

(0 M S =D e Qatlls

ACTING Regional Conservation Manage
For the Director :

SRR
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INEXCO O0IL COMPANY

GEOLOGY OF THE PROPOSED

BISON WALLOW UNIT

EODY COUNTY, NEW MEXTCO

(4 s5e G517

M. L. Feldman
February 1, 1979

Exploration Memo #66-77 B
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ENCLOSURES AND ATTACHMENTS

EXHIBIT A-memmo e e e e e e e e e e o Regional Index Map
EXHIBIT B--m=mmommmmmmommm e mcmmm o Morrow "B" Limestone Structure
EXHIBIT Coremmmeemme ‘--—-----——-—.- ------------- Lower Morrow Sandstonc Isolith
EXHiBIT Demre e e ‘ --; —————— West-East Stratigraphic
o Cross Section A-A!
EXHIBIT E-=mmommmmmmm e e o e e v--——éurrent Wetl Cost Estiméte.
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GEOLOGICAL REPORT

PROPOSED BISON WALLOW UNIT
__EDDY COUNTY, NEW MEXICO

PURPOSE

Purpcse of this report is to summarize the geological reasons for forma-
tion of a 7040 acre Federal unit to be tested by a 14,200 foot Pennsylvanian
Morrow wildcat in the SE/4 of the NE/4 of Section 34, T25S, R29E, Eddy County,
New Mexico. Total depth will be 14,200 fect or 175 feet Be1ow the top of the
Morrow "C" zone, not to exceed 14,400 feet.

Proposed unit is 9 1/2 miles southéast of the town of Malaga, New Mexico
and 13 miltes southeast of the town of Laving, New Mexico {EXHIBIT AY. It is
centrally located in the north end of the Delaware Basin about midway between
the surface outcrop of the Permain Capitan carbonate reef to the west, and its
subsurface counterpart to the éast’in southeastern Lea County; New Mexicb.
Locally, the unit will be situated justveast of the Pecos River ahd‘two miles

north of Red Bluff Reservoir.

GENERAL GEOLOGY

Proposed Bison Wallow Unit is centrally located in the north end of the
Delaware Basin; but is about 30 miles west of its axis of sedimentary deposi-

tion.: The depocenter lies along the west flank of the vertical block uplift,

which is termed the Central Basin Platform. Stratigraphic and structural strike

in the vicinity of the prospect are northeast-southwest (EXHIBITS B & C).
Regional structural dip is to the eastésoutheast at two degrees at the Morrow
horizon and coincides with sedimentary thickening in the same direction. The

sedimentary depocenter of the Permian Delaware Basin is approXimate]y the axis

-3-
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of the Pre-Permian Tobosa Basin.

Proposed unit is on the western shelf of the Tobosa Basin which was‘a
northern embayment of the Llanoria seaway. During early Pennsylvanian Morrowan
time the Tobosa Basin widened to the northwest. This was probably a respornse
to the incipient uplift of the Central Basin Platform during late Mississippian

time as evidenced by differential sedimentation. Clean Meramecian and Chesteran

carbonates deposited in the vicinity of the platform change facies inte argil-

laceous carbonates and shales in the Midland and Delaware Basins.

Aé the Tobosa seaway transgressed northwestward during Early Pennsylvanian
time, it encroached to the northwest onto a cratonic element termed the Pedernal
l.andmass which is centered in Lincoln County, New Mexico. This epiﬁodic trans-
gression was marked by the periodic depoéition of a number of d1ong~shore clastic
bar complexes parallel to the southwest flank of the Pedérna] Landmasé. The

Bison Wallow Prospect is located on one of these northeast-southwest trending

bars (EXHIBIT A). Strike continuity of these clastic bars is interrupted by

surge channels filled with siltstone and shale. The,fine.grainéd c]éstics in
these may provide lateral barriers for hydrocarbon stratigraphic entrapment.
Individua1 along-shore bar trends are separated she]fwahd and basiﬁward by
st1ty and shalely lagoonal and basinal facies. | ‘

The shallow mérine depositioﬁa] character of the alcngashdre bars 15 -indi-
cated by light colored oolitic limestone beds interbedded with cyclic siliceous
clastics. Locally, these northeast-sauthwest trending bar complexes are crossed
diagonally by northwest-southeast trending fluvial-deltaic channels. These
channels are characterized by poorly cemented clear qqaftz conglomeratic fill
which often provides excellent reservoir>rock. Sparse well control in4the
vicinity of‘fhe Bison Wallow Prospect precludes prediction of the location of

any of these channels.
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Tvio diagnostic characteristics of Lower Morrow alona-shore clastic bar
% complexes are an increase of net sandstone and a stratigraphic descent of the
base of sandstone toward their along-shore depositional axes. These character-
istics are present on the northwest flank of the Bison Wallow Prospect as‘
illustrated by the Morrow sandstone beds encountered in the Mobil No's. 1 and
) ¢ Corral Draw Unit wells (EXHIBITS C & D). The No. 1 Corral Draw Unit (Sec. 14,
28S, 29C) was closer o the axis of the Lower Morrow along-shore bar than the
No. 2 Corral Draw Unit well (Sec. 22, 25S, 29t), as indicated by an increase in
Morrow net sandstone and a lower stratigraphic positioh of basai Morrow sand- |
stone (EXHIBIT D). The Bass No. 42 Poker Lake Unit (Sec. 10, 25S, 30E), on the
basinward flank of the same Morrow along-shore bar trend, was closer to the
depositional axis than the two Mobil wells based on the same distinguishing

features (EXHIBITS A & D).

Relative to Permian sedimentation, this prospact ic centrally located in

Fln DAY atian Dandw abiand md domes Wt + P T
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Capitan carBonate reef to the west and its subsurface counterpart to the east.
Capitan reef is the youngest of several reefs flanking this basin which progres-
sively deepened and shrank in areal extent during Permian time. In Post

Capitan Permian time, this basin was cut off from'open marine waters and the

- Delaware Basin inside the Capitan reef highlands became an isolated cvaporative
pan. Over 2400 feet of seasonally varved gypsiferrous evaporites and carbona-
ceous material, known as the Castiie Formation, were deposited in this lncalized

depression. This sedimentation, accompanied by some peripheral fore-reef down

UL LiTg aiid s?uMping, fitled this Tocal topogréphic basin to near the
top of the flanking Capitan reef highlands. Subsequently, evapokate deposition
spread over the rest of the Permian Basin. These younger evaporites, up to

" 3000 feet thick, are the Salado Formation.

S
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Practical importance of the Delaware Basin localization of Castile and
thTtkfdee-réefﬁCaﬁftéhﬂﬁaéinél Claﬁficé is that most underlying Pre Capitan
age reservoir rocks appear to be at least partia]]y pressure isolated from the
rest of the region. As a result, porous and pérmeab1e reservoirs are character-
ized by abnormally high pressures which increase toward the sedimentary
depocenter of the basin (EXHIBIT D). Abnormally high reservoir pressures,

generally increase reservoir proficiency.

LOCAL GEOLOGY

Bison Wallow Prospect is a northeast-southwest trending feature which has
been tested by two wells on its north end, Mobil No's. 1 ancd 2 Corral Draw Units.
The No. 1 Corral Drav was completed in the Morrow clastic section after testing
GCSW in the Upper Devonian. Well was potentialed 12-31-73 for a COF of 19.5
MMCFGPD Froﬁ:the upper part of the Morrow Clastic Formation. Largest 4 point
test flow was 9.4 MMCFGPD thru a 22/64" choke with a 3858# T.P. Other tests
are shown on attached cross sectién. As of 1-1-78, this viell had produced 1.768
BCFG since 12-74. It produced 740 MMCFG during 1977 and has an E.U.R. of 2.57
BCFG. Mobil -No. 2 Corral Draw was completed in a Wolfcamp carbonate reservoir
after swabbing water from thin sandsfone beds in the Mbrrow (EXHIBII“D). No. 2
Corral Draw floyed 6.15 MMCFGPD thru a 2" orifice with a 26154 T.P. ﬁ COF was
6.577 MCF and well had produced 105 MMCFG as of 1-1-78. It made only 18 MMCFG
in 1977. | | f

Only 47 net feet of sandstone were present in the Lower Morrow in the No.

1 Corral Draw and 9 net feet in the No. 2 well (EXHIBIT C). Wells to the north-
east on this same along-shore trend have penetrated over 100 net feet of Morrow
sandstone (EXHIBIT A).

The small amount of Morrow sandstone present and its stratigraphic position:

R B e
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in the two Mobil Corral Draw wells suggest they are on the edge of a sands torie
bar complex. No sandstone is present in the lcower part of the "B" zone of the
Morrow clastic section in either well. Combined with the westﬁard climb of the
sandstone base from the No's. 1 and 2 wells, thesc wells are interpreted as
being located on the western lagoonal silty and argillaceous side of a sand-
stone bar. Best developed sandstones of this bar should be present to the

southeast of these two wells (EXHIBITS A, C & D).

County are the following:

Examples of the prolific multipay production obtainable in southeast Eddy I

Dist. & Direction Reservoir 1-1-78
From Proposed of Disc. or No. of Cum.
Field Inexco Test 1st Prod. © . _Wells in BCF
Los Medanos 18 miles North ~ Strawn 3-73 ] 1.325
Northeast Atoka 8-74 2 19.€91 (19.1
: from 1 well)
Morrow 1-76 1 .944
Sand Dunes 15 miles Northeast Atoka 3-70 1 14.349 INA
‘ Morrow 7-73 2 1.531
Paduca 13 miles East Wolfcamp 1 1.469 INA
Northeast Morrow 6-70 3 o 34.552 (29.1
: from 1 well)

Devonian i .934 INA .
Possible pay zones in Bison Wallow area include Permian Bell Canyon (Delaware

SS) Brushy Canyon and Bone Spring sandstones. . Carbonates and sandstones of tﬁe

~ Permian Wolfcamp and Pennsylvanian Strawn, Atoka and Morrow are the most attrac- .

“tive pay zones in this portion‘of the Permian Basin. ' .

Based on an estimated DF of 3000 feet, a 14,200 foot test in the SENE of

Sec. 34, 25S, 29E, should encounter the following markers:

Delaware Im 3050‘(* 50)‘
~ Wolfcamp } 10,120 (-7120)'

Cisco - Canyon 12,220 (-9220)"

-7~
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Strawn 12,395 (- 9395)'
o Atoka 12,515 (- 9515)"
U. Morrow 1m fm 13,170 (-10,170)"
L. Morrow clastic fm 13,440 {-10,440)"
Morrow B 1m 13,590 (-10,590)'
Morrow C zone 14,025 (-11,025)"
~Outline -of the proposed Bison Wallow Federal Unit is based on two para-
meters: _
‘(1) »0ver 50% of all 320 acre Pennsy]vénian Morrow gas location sites
fall within the 10,700 foot subsea contour on the Morrow "B" lime- » I
stone structure map {EXHIBIT B), ’ ' I
(2) Approximately §0% of all 320 acre Pennisyivanian Morrow gas location , l
sites fall within the 100 foot Lower Morrow net sandstone isolith | I
,contourﬂas interpreted on the Lower Morrow sandstonc isclith map |
\ - (EXHIBIT C).
M. L. Feldman ‘
/ds 2-23-79 ’




INEXCO OIL COMPANY

EXPENDITURE

AUTHORIZ ATION

FOR

EXHIBIT E

AFE No. (Inexco Property No.)
Prospect .____Bison Wallow Location: ._. SE_NE
Well Name and Number______Bison Wallow Unit #1 Sec 34-T-255-R29E
Eddy County, NM
Estimated Days to Drill 125
Estimated Days to Complete 12
: SANDS AND DEPTH Est. T.D. 14,200
OBJECTIVES __11. Morrow Tm 13,170 Est. Spud ‘
L. Morrow Clastic 13,450 AF E Pepased % 5%"79
Morrow "B" Im 13,617 By: z . é %’;
Morrow "C" 14,025 ‘
HXX Drill { ) Workover Same Zone ) { ) Recomplete in New Zone
DESCRIPTION ESTIMATED COSTS ACTUAL
DRILLING { COMPLETION CosT
INTANGIBLE COSTS (343): L .
01 Accessand Location Costs. .. .o vvvvn e i ciiiin e e § 0!9(_)(_) 6,000
g2 viove-in, Rig-up, Rig-down, Move-out .. ... ... ... .. i iirennnnn 30,000
Contract Drilling
02 Footage . . ftatS_____ __ft. ... ... ... ..............
04 Daywork 125  days at S.ﬁf’_g_day ....................... 581,300 N
05 Completion Unit ____ 12 daysat$2000 day.................. 24,000
06 Fuel, Power, Water and Water Lines. ... ... ...ivvrinnnruiannnnennnnnns 26,000
07 Bits, Reamers and Stabilizers . ... oo vve et ineinnne e iinennnns 84,800
g EQUIPMENt Rental . ..o ittt ie et e et e 110,500
09 Cementing and Squeezing -
' Con‘duztor Casing . . .g ................... 13:3/8. ..., 2,000
Surface Casing .. .....ouuourinennnn. 98/8............... 17,000
Intermediate Casing. . . v .ovvveerrenene. 7.5/8.. ..., 11,000
Production Casing . . . . ..ot it it it i i et e e e
L N 14,4000
‘ Other .. e
10 DrillingMud and Chemicals . .. ............oiiiiiniin ciuvai... 214,000
10 YT T Lo B I e T -1 04,800,
11 Logging, Coring and Testing -
00T £ P -
DSTs........ e e e i 16,800
Logs. . .FDC/(NL/GR ..0!=11,00C"; 11,000 .to. MD.........
... .DIL/RXQ. .. Surf. csg.to. 11,000".; .11,0Q0! . ta . ID. 44,100
12 Perforating. . ...ccov it i e i et 2,000
12 Acidizingand Fracturing . ... ... e .
13 Labor and Supervisien . . ........... e e 2,000 2,000
93 Contract Labor. . ......... e e e 87,600 17,900
14 DrillingOverhead..................’ .......................... ————llfAQn
15 TranSPOrTAtION . « o v v et et e e e et et e e e e e e e 9,000 4,100
16 BB TAX & ottt ettt e e e e e 6,200 7,700
17 Other Miscellaneous Intangible Costs. . .. v v v v et e ieian e | 20,000 15,000
18 Losses, Damages and ADandonMENT . ... ..vvvererranenuennanannenns 13,000 (12,000)
19 Fishing Tool Expense and/or Directional Drilling i
\) Dry Hole Contributions . . ... ..o vit it .
22 Well Control Insurance ............. e e P 10,700
TOTAL INTANGIBLE $1,479,900 [$ 1,392,200 87,700 $
Form 05 1t
{
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FSTIMATED COSTS ACTUAL
DESCRIPTION - DRILLING COMPL! TrON ___cosT
o~ TANGIBLE COSIS (J(m
' Conductor Csg. ..,__,.._ESNQ_.ﬂ. of _—~ 1’; 3/8 at 16. o?..._ /1t .5_1_?00
02 Surface Csg.—_____30D0__f1. of __9__5,18_ at 12,18 /it ] 36,600
03 Intermediate Csg.._ 11000 __ft.of .7 8/8 at_____18.90___/ft —--209.,800-
04 Production Csg. f1. of at ot e —
05 Liner 3600 __ft.of__5 at 14.81 /1t 52,3001
" 06 Tubing________14200__ft.of2 7/8 2 3R 10.73.__ /%t ] 152,300
07 Casing Head Assembly .. ... .. .. .. e e e e 10,000
.07 Tubing Head Assembly. . . . o oottt e e e e e 40,000
08 PumpingUnit................ O
09 Prime MoOVer L. e e e e e
12 Installation Costs and Non-Controllable Well Equipment. . ............... 20_:'000
15 SHOTAGE TANKS vttt ettt et ettt e e e 8,000
16 LT T oY : 9,000
17 [0 Y7 L A 14,000 -
18 Heater - Treater ... it ettt et e e e 8,000
19 LACT Unit i i i et e ettt '
20 LTX or Production Unit . .. ... .t et ee e tna e
21 LinePipe ......... ... ivivinnnninn e e e i , 4,000
22 Gas RECOTARIS © .. ..o\ i e et e it e e : ‘ 4,000
23 Instaliation Costs and Non-Controllable Lease Equipment. ............... 18,000
TOTAL TANGIBLE : $ 591,700 s 262 100 s 329,600 s ;
TOTAL WELL : $2,071,600 |$1, 654 300 8 417,300 |$ i

oA - N
"It is recognized thet the amounts herein are estimates only and approval of this authorization shall extend to the actual costs incurred
in conducting the operation specified, whether more or less than that herein set out.

OWNERSHIP APPROVALS:

Interest: ; $ * Authorized Signature Date:
INEXCO OIL COMPANY ) . .

WELL GONTROL INSURANCE

1]
This AFE includes in Item 22, Page 1, Well Control Insurance, during drilling and completion onlv covering: 1) the cost of
. control of a well in the event of a biowout; 7) bodlly injury or property damage fiability caused by poltution, seepage or con-
! tamination; 3} pollution cleanup; 4} extinguishing f an oil oi gas well fire; and 5) redriiling ot the well. You MUST INDICATE
i your acceptance or declination of your prorata share of the subject insurance by signing below. NO iNDICA® ION WILL BE A
! CONCLUSIVE PRESUMPTION OF ACCEPTANCE,
: If you decline the coverage offered, you must satisfy *INSURANCE COVERAGE ONLY £
™ Inexco that you already have incurance or that you ‘
“—~ can bear the out of pocket cost of welt control. Accept : |
Oecline 4
) will Self Insure (O Have Alternasze Insurance ;

*PLEASE BE SURE YOU HAVE SIGNED IN BOTH REQUIRED PLACES

Frrm OR
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INSURANCE

Operator shall at all times during the teriit of this Agreement carry insurance to protect the parties hereto as follows:

{1} Workers" Compensation, U. S. Longshoremen’s Act and Harbor Workers’ coverage as required by the laws of the state
where the operations are 1o be conducted and Employer’s Liability Insurance with a limit of not less than $100,000,

{2) Comprehensive General Public Liability Insurance, including completed operations insurance, with limits of not less
than:

--$260,000 — each occurrence
—$500,000 — each accident
~$100,000 — for loss of or dainage to property in any one accident

The policy i3 extended to cover as additional insureds all co-owners, joint ventures, mining partners with the name insured
in the oil and gas properties. i

(3) Automobile Public Liabitity Insurance covering all automotive equipment used in performance of work under this
agreement with limits of not fess than: :

—$250,000 — each occurrence
—$500,000 — each accident
—~$100,000 — for loss of or damage to property in any one accident

If automotive equipment used is owned exclusively by Operator, no charge will be made to the Joint Account for premiums’
for this coverage except as provided in Section 111, Paragraph 5 of the Accounting Procedure. '

Operator shall require ail contractors performing work under this Agreement to carry the following insurance:

(1) Workers’ Compensation, U. S. Longshoremen’s Act and Harbor Workers’ coverage as requiréa by the laws of the state
where the operations are to be conducted and Employer’s Liability Insurance with a limit of not less than $100,000.

{2} Comprehensive General Public Liability Insurance with limits nf not lace than:

—$250,000 — each occurrence
—$500,000 — each accident
—-$100,000 — for loss of or damage to property in any one accident

(3) - ‘Automobile Public Liability Insurance covering all automctive equipment used in performance of work under this
agreement with fimits of not less than:

—$2650,000 — each occurrence
~$500,000 — each accident .
—$100,000 — for loss of or damage to property in any one accident

’

(4) Contractual Insurance covering indemnity agreement and Contractor’s other obligations under this contract with limits
of not less than:

—~$250,000 ~- each occurrence
-$500,000 — each accident
—$100,000 — for loss of or damage to property in any one accident

- Excess liability insurance may be carried to meet the above requirements.

-~ \‘ . -
~ Form 05 - " 3o0f3




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
or THE

BISON WALLOW UNIT AREA

COUNTY OF EDDY
case 6517

STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the _12th day of

March ;19 79 , by and between Lne parties

subscribing, ratifying, or consenting hereto, and herein referred
to as the "parties hereto,"

WITNESSETH

WHEREAS, the partiGS’hereto are the owners of working, royalty,
or otheér oil and gas interests in the unit area subject to this
agreement; and

WHEREAS,; ther Mineral Leasing Act of Febfdary 25, 1Q20; 41 Stat.
437, as amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal
lessees and their representatives £ovunite with each other; or
'jointly;or separately with others, in collectively adopting and
operating a. cooperative or unit plan of developmeﬁt or operation
of any oil or gas péol) field, or like area, or any part thexeof

for the erly conscrving the natural resources
thereof whenever determined and certified by the Secretary of the
Interior to be necessary or advisable in the public interest; and

WHEREAS,wthe Commissionex of Public Lénds of the State of

‘New Mexico is authorized by an Act of -the Legislature (Sec. 7-11-29

N.M. Statutes 1953 Annotated) to consent to or approve this agree-
ment on behalf of the State of New Mexico, insofar as it covers
and -includes lahds'ané mineral interest of the State’ of Néw Mexicof
and, |
ﬁWHEREAsi ﬁhe 0il Conservation C§mﬁissi6h of_the §£a£é'0f New
Mexico ié authorized by an Act of.éhe Legis;ature (Chapﬁer 72, Laws

of 1935, as amended by Chapter 193, Laws of 1937; Chapter 166, Laws




‘area, and agree severally among themselves as follows:

"heretofore issued thereunder or valid, pertinent, and. reasonable : i

of 1941; and Chapter 168, Laws of 1949) to approve this agreement
and the conservation provisionshereof; and,
WHEREAS, the parties hereto hold sufficient interests in the

BISON WALLOW Unit Area covering the land hereinafter

described to give reasonably effective control of operations there-
in; and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste, and secure other benefits
obtainable through development and operation of the area subject‘
to tils égreément under the terms, conditions, and limitations
herein set forth;
SPORE, in consideration of the premises and the
promises-herein contained, the parties heretb commit to this-

- X ] N ” 'y 3 y .. . -
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‘1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act

of February, 25, 1920, as amended, supra, and all valid pertineht

regulations, including operating and unit plan regulations,

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 termslof this agreemené;

- and to non-Federal lands, the o0il and gas operatiag regulations

in eifect as of tﬁe effectiVe_date hereof governing drilling and
produciné operations, not inconsistent with the terms herecf or the
laws of the State in which the non-Federal land is located, are
hereby acceptedvand made a paft of this agreeﬁent."

2, UNIT'AREA. The following desciibed land iS»hereby

designated and recognized as constituting the unit area:

T-25-S, R-29-E, NMPM T-26=5, R~29-E, NMPM
Section 25: - All : Section 2: All
Section 26: All - Section 3: All
Section 27: All Section 4: Aall }
Section 33: aAll Section, 9: N 1/2
0: N 1/2

Section 35: All = . ; Section 1
Section 36:- All :

. EDDY COUNTY., NEW MEXICO
Containing 7,040. ACRES,
More or Less

(2)
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Exhibit "A" attached hereto is a map showing the unit area and

the boundaries and indentity of tracts and lecases in said area

to the extent known to the Unit 2Jperator. Exhibit "B" attached
hereto is a schedule showing to the e%tent known to the Unit
Operator the acreage, percentage, and kind of ownership of oil

and gas interests in all lands in the unit area. However, hbthiné
herein or’in said schedule or map shall be construed as a
representation by . any party hereto as to the ownership of any
interest other than‘sdch interést or interests as are shown in
said map or schedule.as owned by such party. Exhibits "A" and

(L o9 LI
IS

shiall be revised by the Unit Operator whenever changes in

the unit area render such revision necessary when requested by

or when requested by the Commissioner of Public Lands of the

the 0il and Gas Supervisor, hereinafter referred to as "Supervisor," I
State of New Mexico, hereinafter referred to as "Land Commissioner," I

.and not less than five (5) copies of the revised Exhibits shall

be filed with the4SuperVisor and one (1) copy *hereof she'l be
filed witﬁ the Land Commissioner, and one (l)ICOpy with thekNew
Mexico 0il Conservation,Commissién, hereinafter referred to as
"State Commission." o

' The above—describgd unit area shall, when practicable, be
éxpanded to incluae therein any additional lands or shall be
contracted to exclude lands whenever such expansion or contraction
is deemed to be necessary m'v advisag]e to conform with the
purposés of this agreement. Such expahsion or contgaction shall
be effected.in the following manner:

(a)  Unit Operator, on its own motion or on demand of the
Director of the Geclogical Survey, hereinaftef referred to as
"Directoxr", or on demand of thevLahdeommissioner, aftef preliminéry“
concurrence by_the Directof, shali prépare’a‘notice of proposed
expénsion or contraction describing the contemplated changes;in;
the boundgries_of the unit area,.ﬁhe‘reasons therefor, and the
proposed effeétive-date theréof,'preferably,:the.firstlday'Of a

month‘sﬁbsequed:to'the date of notice.




of the date prescribed in the notice thereof. : I

<:.--u-----—---9--------gn------l-l-lT

{(b) Said notice shall be delivered to the Supervisor, the
Land Commissioner and the State Commission, and copies thereof

mailed to the last known address of each working-interest owner,

lessee, and lessor whose interest are affected, advising that
thirty>(30) aayé Qill be éllowed for submission to the Unit
Operator of any objections.

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

(d) After due consideration of all pertinent informarion,
the expansion or contraction shall, upon approval by the:Supervisor,

the Land Commissioner, and State Commission, become effective as

(e} All legal subdivisidns of lands (i.e., 40 acres by

‘Government survey or its nearest lot or tract equivalent; in

instance¢ of irregular surveys unusually large lots or tracts shall

be considered in multiples of 40 ‘acres or the nearest aliquot

equivalent thereof), no parts of which are entitled to be in a
éarticipatinq area.on or before the fifth anniversary of‘the effective
date of the first initial participating area establislied under this
unit agreement, shall be eliminated automaticaily from this
agreemeht, éffectiye as of said fifth anniversary, .and such lands-
shall no longer'be a>part of the unit aréa»and_shall-no longexr be
subject to this agreement, ﬂnless diligent drilling‘operations

2

ére in.progress on uﬂitized lands not entitled to participétion‘
on said fifth aﬁhiverséry, in which event all such lands shall
remaianUbject ﬂéreﬁé for so long -as such drilling operations are
continued diligentlyj,with"not'more.thénTQO‘déys~w"

between the completion of one such well and the cdmmencemént of the

next such well. All legalvsdbdivisions of lands not '‘entitled to be

()
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in a participating arca within 10 years after the effective

date of the first initial participating area apprdved under this
agreement shall be automatically eliminated from this agrecement

as of said tenth anniversary, All lands proved productive by |
diligent drilling operations after the aforesaid five-year period
shall become participating in the same manner as during said five-
year period. However, when such diligent drilling operations

cease, all non-participating lands shall be automatically eliminated
effective as of the 91st day thereafter. The unit operator shall

i within 90 days after the effective date of any elimination hereunder,

describe the area so eliminated to the satisfaction of the Super-

visor and the Land Commissioner and promptly notify all parties in

nieresi.

o e a7

If COuditiohsiwarrént extension of the ten-year period specified

‘in this subsection 2 (e),‘a single extension of not to exceed two
years may be accomplished by consent of the owners of 90% of
the working interest in the current non-participating unitized
lands and the owners 6f 60% of the basic royalty interests (exclusive
of the basic royalty interests of the United States) in non- |
participating.unitized lands with abproval of the Direétbr and Land
Commissioner, prbvided such extension application is submitted
to the Director and the Laﬁd Commissioner not later than 60 days
prior to theﬂexpiration of said ten-year perxriod.

. Any-expansion df}the uhit area pursﬁant to thisvseétion
which embraces lands theretofore elimated pursuént to this sub-

section 2 (e)'shall not bpe considered automatic commitment or

recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. ‘A1l land committed
to this agreemént shall constitute land_referred to herein as
"unitized land" or "land suﬁject to this agreement;" All oil and

‘gas in any and all forma
.unaér thecterﬁs'Of-this agreément and herein are called "unitized

substances." - : R

ey

4.. UNIT OPE

N
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‘participating area established hereunder is in existence, but,

- in all instances of resignation or removal, until a successor unit

Unit Opcrator agrees and congente to acgept the duties and
obligations of Unit Operator for the discovery, development,

and production of unitized substances as herein provided. When-
ever reference is made herein to the Unit Operator, such reference
means the Unit Operator acting in the capacity and not as an owner
of interest in unitized substances, and the term "working-interest
owner" when‘used shall include or refer to Unit Operator as the

owner of a working interest when such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator

sha'l have the right to resign at any time prior to the establish-

r

ment of a participating‘area or areas hereunder, bu
resignation shall not bhecome 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 (6}
months after notice of intention to resign has been served by

Unit Operator on all working-interest owners and the SuerV1sor
and the-Land Commissioner, and until all wells'then drilled here{
under are placed in a satlsfactory condltlon for suspen51on or
abandonment whichever is required by the SuperVLSor as to Federdl
lands and the StatérCommission>as to State lands, unless a new
Unit Operator shall have been selected and approved and shall have
taken over and assumed the duties and obligations of Unit Opefator_

prior to the expiration of said period.

|.-|
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Unit Operator shall have the right to residgn in

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

operator is selected and approved as hereinafter provided, the

working-interest owners shall be jointly responsible for perform-
ance of the duties of unit operator, énd shall not 1ater than 30 ?
days before such resignation or removal becomes effectlve an901nt

a common agent to represent them in any actlon to be taken here~

under.r

iy

The rcsignation of Unit Operator shall not release Unit

Operator from any.liability for any default by it hereunder occurring

(6)




prior Lo the effective date of its rfesignation.

-t

The Unit Operator 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 as herein provided for the selection of a new Unit
Operator. Such removal shall be effective upon notice thereof to
the Supervisér and the Land Commissioner. ‘

\ The resignation or removal of Unit Operator under this
agreement shall not terminqte its right, title, or interest as
the owner of a working dnterest or other interest in unitized
substances, but upon the resignation40r removal of Unit Operator
becpming effecti?e,,Such Unit Operator shall deliver possession
of ali wells, equipment, materials, and appurtenances vused 1in
COnducting the uniﬁ operaﬁions to the new duly qualifiéd successor
Unit Oéerator or to the common agent, if no such new Unit Operator
is elected; to-be‘used for the purpose of conducting unit
operations hereunder. Nothiﬁg herein shall bg construed as
authO"izingbiemoVal of any material, equipment, and aﬁputtenances

needed for the preservation &f any wclls.

6. ‘SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator
shall tender his or its resignalion as Unit Operator or shall be
removed as hereinabove proviéed, or a change of Unit Operator is
neagotiated by wcrking~interest owners, the owners of the working
"interests in the participating area or areas according to their
respective acréége intereéts in such participating area or areas,

or until a participating area shall have been established, the

owners of the working interests according tn their respective

acreage‘interests in all unitized lYandg, shallbby majority vote
select a successor Unit Opératof: Provided, that, if a maijority
but less than 75 pcr cent of the working interests- qualified to

Y

vote are owned by one party to this agreemeiit, a concurring vote

of one or more additional working interest owners shall be

required to select a new éperator. _Such selection 'shall not become '

éffectivéwuhtil:

{(7)
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(a) a Unit Operator so selected shall accept in Qriting

the duties and responsibilities of Unit Operator, and

(b) the selection shall have heen approved by the Super-
visor and approved by the Land Commissioner.

If no successor Unit Operator is selected and qualified as
herein provided, the Director and the Land Commissioner, at

their election, may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT.

If the Unit Operator is not the sole owner of working interests,
costs, and expenses incurred by Unit Operator in conducting unit
operatioos hereunder shall be paid and apporticried among and borne
by the owners of working interests, all in accordance with the
‘agreementoor agreements entered into by and hetween the Joit
Operator and tﬁe 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 agreemeit.
agreement Shall‘ also 'prnvide- the manner in which the working-
interest owners shall‘be entitled to receive their respective
proportionate and»allopated sHare“of,tho benefits accruing hereto

1

in conformity with their underiying operating agreements, leases,

or other indevendent centracts, and such other rights and obligatioc

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 agfeement‘shall be,deeméd either

to modify any of the -terms and conditions of this unit -agreement

~or to relieve the Unit Opefator of any’right or obligation
"established under this unit agreemeht, and in case of any

‘incdnsistenoy or conflict between this unit agreement and the

unit operatiqg agreenent, this unit agreement shall govern. Three
true -copies of ény unit operating agreemeﬁt executedApursuant to

this section should be filed with the Supérvisor and one true copy

v
i

L

with fhe Land Commissioner, prior to approval of this unit agreement.

-
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8. RIGITS AND OBLIGATIONS OF UNIT OPERATOR.  Except

as étherwise sﬁecifically provided herein, the exclusive

right, privilege and duty of exercising aﬁy and all rights of
the parties hegeto which are necessary or convenient for
prospecting for, préducing, storing, allocating, and distribut-
ing the unitized substances are hereby delegated to and shall
be exercised by the Unit Operator as herein provided. Accept- -
able evidence of title to said rights shall be deposited with
‘'said Unit Operator and, together with this agreement, shall’
constituté 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 iease or operating
agreement, it being understood that under this agreemeﬁt the
Unit Operator, in its capacity as Unit Operator, shall exercise
the righﬁs Oﬁ possession and use vested in the parties hereto
only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within six (6) months after

the effective date hereof, the Unit Operator shall begin to

-

drill an adcguate test w

cation approved by the

t
¢
[e]
(@]

11 &

T

Supervisor, if on Federal land, or by the Land Commissioner,

~1f on State land, unless on such effective date a well is being
drilled conformably with the terms hereof, and thereafter

continue such drilling diligentiy until the Pennsylvanian Age

~Beds have been penetrated to 175 feet below the top of the

, or until at a lesser depth

Morrow "“C" Zone and tested

unitized substances shall be discovered which can be produced in

paying quantities (to-wit: quantities sufficient to repay the

costs of drilling, completinag and producing cperations, with

a reasonable profit) or the Unit Operator shall, at any time,

establish to the satisfaction of the-Supervisor if on Federal

- land, or the Land'Commissioneﬁ if; on State land, that further

drilling of said well would be unwarranted or impracticable;

providgé, hoWévei;JEhat Unit‘operatdr shall not, in any event,
be required to drill said well to a depth in excess of 14,400

. e —.
feet. Until the discovery of a deposit of unitized substances




capable of being produced in paying guantitics, the Unit

. Operator shall continue drilling diligently one well at a

time, allowlng not more than six (6) months between the

~completion of one well and the beginning of the next well,

until a well capahle of producing unitized substancés in paying
quantities is completed to the‘satisfaction of said Supervisor
if it be on Federal land or of the Land Commissioner if on
State land, or until it is reasonably proved that thé unitized
land is incapable\of producing unitized substances in paying
quanﬁities in the fofmations drilled hereunder. Néthingviﬁ
this section shall be deemed to limit the right of the Unit
Operator to résign as provided in Section 5 hereof, or as
requiring Unit Operator to commence or continue any dpilling

during the period pehding such resignation becoming effective

~in order to comply with the requirements of this section. The

Diréctof’and Land Commissioner may modify the drilling
requirements of this section by granting regsonable extensions
of time when, in their opinion, -such action is warranted.

Upon failure tolcommence any well provided fof in this

section within the time allowed, including any ‘extension of time

.granted by the Supervisbr and the Land Commissionei, this

agreement will automatically terminate; upon failure to continue
drilling diligently anv well commenced hiereunder, the $upervisor
and the Land Commiséioner may, after 15-days notice to the Unit

Operator, declare this unit agreement terminated.

10. PLAN OF FU‘RTHER DEVELOPMENT AND ;OPER_ATION. Within six-
(6) months after coﬁpletidn of a.well capable of producing |
unitized substances in paying quantitieg, the Unit’Qperator
shall submit for the approval of_thé Supervisor, the Land
Commissioner, and State Commission an‘acceétable plan. of

development and‘operétion for thefunitized land which’, . when

approved by the Supervisor;'the’Land‘Commissioner, and State

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

4
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submit for the approval of the Supervisor, the Land Commissioner,

and Stale Commission a.pian for an additional specified period ‘
for the development and operation of the unitized land. |
Any plan submitted pursuant to this section shall provide
for the exploration of the unitized area and for the diligent
drilling necessary for determination of the areca or areas there-
of capable of producing unitized substances in paying quantities
in each and every producﬁiye formation and shall be as complete
and adequate as the Supervisor, the Land Commissioner, and State
Commission may determine to be necessary fof timely development

and proper conservation of the oil and gas resources of the

‘unitized area and shall:

(a) specify the number and locations of any wells to be
drilled and the propnséd ~order and timc foi such dirililing; and

{b) to the extent practicable specify the operating
practices regarded as necessary andvadVisable for proper
c&nservation df natural resources;A Separate plans may be
éubmiﬁted for séparate productive zones, subjectAto the approval
of the Supervisor, the Land Commissioner, and State Commission.

Plans shall be modified or supplemented when necessary to>
meet changed conditions‘or to prétect‘the ihtereSts of all part:ies
to this agreemght.  Reésonable diligence shall beiexercised in
complying with;tﬁe leigations of the approved plan of develop-
ment. The Supervisbf aﬁd the Land Commissiéner are authorize
tétérant a_reasonablé extehsion of'the six—month(period herein

prescribed for submission of an initial-plan of development where

such action is justified because of unusual conditions or
circumstances. After completion hereunder of a well'capable of
. producing‘any'unitiZed sqbétance in paying quantities; no further

. wells, except such as may be necessary to affoud protection

against OpéfatiOns not under this‘agreement and such as may'be
spécificaily-apprOVed by the Supervisor, the Land Commissioner,

and State Commissipn,_shall'be'drilled*e3cept in accordance with

" a plan of development apprdyed as herein provided.




11. PARTICIPATION AFTER DISCOVERY. Upon completion of

& well capable ot producing unitized substances in paying
quantities or as soon thereafter as required by the Supervisor,
the Land Commissioner, or the State Commission, the Unit
Operator shall s&bmit for aéproval by the Supervisor, the Land
CommisSiopeg; and State Commission a schedule, based on sub-
divisions of the public-land survey or aliquot parts thereof,
of all land thenregarded as reasonably proved to be productive
in paying quantitieé; all lands in said schedule con approval

of the Supervisor, the Land Commissioner, and State Commission

~to constitute a'participating area, effective as of the date of

completion of such well or the effective date ¢of thiz unit
agreeﬁent, whichever is later. The acreages of both Federal

and non-Federal lande chall he baced GUpRCh QppLoplialeé ClumpuialiGns
from thé courses and distances shown on the last approved pﬁblic—
land sufvey as-ofvthe effective date of'eaéh"initial participating
area. Said schedgle shall also sét-forth the peicentage of

unitized substances to be allocated as‘herein_provided to each

- tract in the participating area so established, -and shall gocvern

the allocation of productidn'commencing with the effective date

of the participating area. A separate participating area shall

be established for each separate pool or deposit of unitiz~od

substances or for any group thereof which is produced as a

single pool or zone, and any two or more participating areas so

established may be combined- into one, on approval of the Super-

visor, the Land Commissioner, and .the State Commission. When
production from two or more participatﬁng areas, so established,

is subsequenﬁly found to be from a comm.a pool or deposit said-

-participating‘areas shall be combined into one, effective as

of sdch»apprOpriateidate asﬂmay be approved oOr prescribed by

the Supervisor, the Land Commissioner, and State Commission.

The pérticipating area or areas so established shall be reviééd

from time to time, subject to like approval, to include

additiohal.land then regérded as reasonably>proved to be produéfive

in paying quantities or necessary for unit operations, or to

(12}




exclude land then regarded as rvasoiiably proved not to be

productive in paying quantities and the schedule of allocation

rercentages 3

1all be revised accordingly. The effective date

of any revision shall be the first of the month in which is
obtained the knowledge or information on which such revision

is predicated, provided, however, that a more appropfiate
effective date may be used if justified by the Unit Operator

and approved by the Supervisor, the Land Commissioner, and State
Commission. No land shall be excluded from a participating area

on account of depletion of the unitized 3ubstances, except

that any participatinag area estaklished under the provisions

" 0f this Unit agreement shall terminate automatically whenever /

all completions in the formation nn'which the'participatiug area
is based are abandoned. |

‘It is the intent of this section that a participating area
shali represent the.area known or reasonably estimated to be
productive in'paying quantities; butbregardless of any-revisiqn
of the partlcloatlnn area, ncothing herecin ﬁontained shall be
construed as requlrlng any retroactlve adﬁustment for production
obtalned prior to the effective date of the revision of the
partL01pat1ng area. |

In the absence of agreement at any time between the Unit

Operator ard the Supervisor, the Land Commission, and State

Commission, as to the proper definition 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 shall be impeounded in a manner mutually

M

acceptable ‘to the owners of worklng interests and the Superv1sor
and the Land Commission.: Royalties due the;United States shall
be determlned by the Superv1sor for Federal lands and the Land

Commissioner for Lhe State lands and the amount thereof shall

,be d°p051ted, as dlrected by the Supervigsor and the uand CummlSSlon‘

er, to be: held as unearned money until a- part1c1pat1ng area is

'flnally approved and “then applled as earned or returned in

accordance with a determinatioh of the sum due as Federal and

State royalty on the basis of such apptoved participating area.
: . . ° . . )

L
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Whenever it is determined, subject to the approval of
the Supervisor, the Land Commissioney, and Stzte Commission
that a well drilled under this agreement is not capable of
production in paying quantities and inclusion of the land on’
which it is situated in a participating area is unwarranted,
productioﬁ from such well shall, for the purposés of settlement
among all parties other than working-interest owners, be

allocated to the land on which the well is located unless such

land is already within the participating area established for

(o

the pool or deposit from which such production is obtained.

P

s}

)
h

2 .

s from such a well

cr

Settlement for working interest bene i

shall be made as provided in the unit operating agreement.
Determinatioh as to whether a well completea within the

Unit Area prior4£o the effective date of “this agfeement is

capable of producing unitized substances in' ‘aying quantities

shall be deferred until an initial participating area i§

‘established as a result of the completion of a well for

production in paying quantities in accordance with Section 9

hereof.

12. ALLOCATION GF PRODUCTION. All unitized substances

produced from each~par£icipating-area established under this
agréement, except any‘part"thereof used in conformity with good

operating practices within the unitized area for drilling, opera-

‘ting, camp, and other production or developmerit purposes,  for

‘repressuring or recycling in accordance with a plan of develop-

ment approvediby_the Supervisor, Land Commission, and State -
Commission, or unavoidable 1ost,'shall-bé'deémed ﬁo bg produced
equallf on an ACreage bagiS'from the several tracts‘of unitized:
land.of the participating :area established f;r such produegion<
and, for the purpose of determining’ any benéfits accruing under
this_agfeement,'each such f?act of unitized.land'shall‘have

alloéatéd 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,

(14)




except .that allocation of production hereunder for puiposes

other than for settlement of the royalty, overriding royalty,.
or payment out of broduction‘obligations of the respective
working-interest owners, shall be on the basis prescribed in
the unit operating agreement whether in conformity with the

i basis of allocation herein set forth or otherwise. It is

hereby agreed that production of unitized substances from a
parﬁicipating_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
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sale during the life of this agreement shall be conéidered

transferred shall be so produced for sale and such gas shall
be allocated to the participating area from which initially
produced'as snéh‘area was last defined at the time of such-

final prodﬁctidn.

13. DEVELOPMENT OR OPERATIéN OF NON-PARTICIPATING ILAND

OR FORMATIONS. Any party hereto owning or controlling the
wofking interest in any unitized -land having thereon avfegular'
wéll location may with the approval of the Supervisor and the

to be the gas so transferred until an amount equal to that ’ l
N ,

Lénd Commissionér, at such party's sole risk, costs, and ekpense,
drill a well to test any formatiOn_for which ‘a participating area
has not been established or fo‘test'ény formation for which -a
participating area has been established if such 1ocation'is
noE within said participa£ihg area, unless wiéhiﬁ 90 days of
" receipts of notice froﬁjéaid party of his intenticﬁ to drill
the well £he ﬁnit Operator elects dhd'cdmmences-to driii such
a'well'in.like mannerfés other wells are drillgd’by the Unit
-Oﬁerator under this agreement. |

If any well drilled as aforesaid by a wofking~intgrest owner

results in production such that the. land upon which it is situated
may'properiy be included in a participating'a:ea, such participat-

ing area shall be eStablishedjor'enlargéd’as'ﬁiovided in this
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agreémentuahd the well shallbghefeafter he opceraterd by the
Unit Operator in accordance with the terms of this agreement
and the unit operating agreement. |

If any well drilled as afbresaid by a working-interest owner
obtains production in quantities insufficient to justify the
inclusion of the land upon which such well is situated in a
participating area, 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 prbauction from any such well shall be paid as specified
in the underlying leasekand agreements affeé"ed.

14. ROYALTY SETTLEMENT. The United States and any State

and any royalty. owner who is entitled to take in kind a share

of the substances now unitized hereunder shall hereafter be
entitled to the right to take in kind its share of the unitized
substances, and the‘Unit Operator, or the working-interest owner
in case of the operation qf a well.by a working—interest owner
"as herein providcd for in special cases, shall make deliveries

of such royalty share taken in kind in conformity with the
applicablevéontractst laws, and regulations.- Settlemént for roy;
alty intéreét_not taken'in kind shall be made by working-interest
owners responsible therefor under existing contracts, laws, and
.régulations, or by the Unit Operator, on or beéefore the last day
of each month for‘unitized substances produced during the
préceding calendaf month; provided, howevér, that nothing herein
contained shall operate to relieve the lessees of any land from

their respective lease obligations for the payment of any

royalties due under their leases.

~If gas obtained from lands not subject to this agreement”’ _\'

is introduced into- any parﬁicipating area heréunder, for use in
repressuring, stimulation of production, or increasing ultimate
recovery, in .conformity with a-plan of'operatidns approved by
_the Supervisor and the Land Commissionér, a like ambﬂnt’of aas, -
after‘settlemént as herein provided for any gas‘transferred
fromﬁanyﬁother_participating area and Wiéh-appropfiate,deddétion

" for loss from any cause, may be withdrawn from the formation into
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which the gas is introduced, royalty free as to dry gas,
but not as to ény products which may be extracted therefrom;
provided that such withdrawal shall be at such time as may he
provided in tie approved plan of operations or as méy other-‘
wise be consented to by the Supervisor and the Land Commis<ioner
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 State‘shall be comﬁuted as provided
in the éperating regulations and paid in value’or deii&ered in
kind as to all unitized substances on the basis of the amounts

thereof allocated to.unitized Federal land as provided herein

AN

- at tiie rates specitied 1in the respective Federal leases, or at

'such lower rate or rates as may be authorized by law oxr
regulation; provided, that'for leases on Which the royalty rate
depends on thé déily averagevproduction per well, said average
p&oductionvshall be determined in accordance with the operating
requlations as;though ecach participating area were a single
consolidated lease.

Royalty due on éccqunt of State.lands shall be computed

and paid on the basis of all unitized substances allocated to '

such lands.

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

owners responsible therefor under existing contracts, laws,

~and regulations, provided that nothing herein.contained shall

" operate to relieve the lessees of any land from their respective

lease obligations for the payment of any rental or minimum
royalty due under théir leases. Rental or minimumirOYalty

for lands of the United States‘SUbject to this.égreement shali
be paid‘at the rate specified in the respective.leases from the
United States unless such fental or minimum royalty‘is waived,
suspended, or reduced by law or by”ébproval Qf the Secretary or

his duly authorized representative.

(17)
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Rentals on State of New Mexico lands subjeclt to this
agreement shall be paid at the rates specified in the
regspective leases.

With respect to any lease on non-Federal land containing
provisions which would terminate such lecasc unless drilling
opcrations are commenced upon the land covered thereby within
the time therein specified or rentals are paid for the privilege
of deferring such drillingvoperations,‘thc rentals required. there-
by éhall, notwithstanding any other provision of this agreement,
be deemed to accrue and become payable during the term there-
of as extended by this agreement and until the required drilling
operétions are commenced upon the land covered thereb? or until
some porfion of such land is included within a participatihg
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 cor pursuant to State or Federal law or
requlation, .,
17. DRAINAGE. The Unit Operator shall take such measures

as the Supervisor and Land Commissioner deem appropriate and

adequate to prevent drainage of unitized substances from

‘unitized land by wells on land not subject to this agreement.

18. "LEASES AND CONTRACTS CONFORMED AND EXTENDED. The- terms,

conditions, and provisions of all leases, subleases, and other

" contracts relating to exploration, drilling, develbpment, or

operation for oil or gas on lands committed to this agreement
are hereby expressly modified and amended to the extend necessary

to make the same conform to the provisions hereof, but otherwise

_to remain in full force and effect; and the parties hereto hereby

Ny

consent that the Secretary, as to Federal leases and the Land
Commissioner, as to State leases, shall and each by.his approval
hereof, or by the approval héreof by his duly authorized represénta-

tive, does hereby establish, altér, change, or revoke the drilling,

‘ producing, rental, minimum royélty, and royalty requirements of

(18)




Federal and State leases committed hereto and the regulations
in respect thercto to conform said regquirements’ 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 thereof shall be deemed full performance

of all obligations for development and operation'with respect to

each and every separately owned tract subject to this agreement,
regardless of whether there is any development of any particular
tract of the unit area.

(h) Drilling and pfoducing operations pérformed hereunder
upon anv tract of unitized lande will bhe accented an& daéméd to
be performed upoﬁ and fbr the benefit of each and evefy tract of
uni’ ized land, and no lease shall be deemed to expire by reason
of failure to drill or produce wells situated on the land theréiﬁ
embraced. |

(c)A SUSpengion of driliing 5r producing Opefations o1 all
unitized lands pursuant to direction or consent of the Secretary
and tﬁe Land Commissioner, or hisiduly authorized representative, o
shall be deemied to constitutevsuch suspension pursuant fo such
directioh or consent  as to each and every tract of unitized land.

A suspension of drilling or producing.operations 1imited to

specified lands shall be applicable only to such lands.

L. I R R rEEE——————

(d) Each lease, subleass, or contract relating to the
exploration, drilling, development or Qperation for'oil or gas of
lands other than those of the United States and State of New Mexico
.committed to this agreement, thch,'by its terms might expire‘prior
to the termination of this agreement, is hereby extended beyond
any such terms so provided therein so that it shall be continhed
in full force and éffect for and during the term of this agfeement.

(e) Ahy‘ﬁederAl lease for a fixed term of twenty (éb)'Yéars”.
_or any ;enewal therebf ér any pért of such léase which is made 

subject to this agreement shall continue in force beyond the term

'

provided therein until the ‘termination hercof. Any other Federal

(19)




lease commitled horeto 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 hergtoi provided that production
is had in paying quéntities 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 diligently
p:osecuted at that time, such lease shall be gxtended for two
years and so long thercafter as oil or gas is produced in péying
quantities in accordance with the provisions of the Mineral Leasing
Act Revision of 1960.

(f) Each sublease or contract relating to the operation
and development of unitized substances from lands of the United
States committed to this agreement, which by its terms would

expire priorxr to the time at which the unhderlying lease, as extended

by the immediately preceding péragraph, will ekpire, is hereby

beyond any such Lerin SO provided therein so that it shall
be cpntinued in full force and effect for and during the term
of the underlying lease as such term ig herein extended.

(g) The segregation of any Federal-Léase'committed to this“
agreement is governed by the following provision in the fourth
éafagraph of Sec. 17 (i) of the Mineral Leasing Act, as amended by

7Y 7O AN A am o w {
fTOL= 1O} o Nty [$

rﬁhe'Act of Septémber'2,.1960 {74 stat.
lease heretofore or hereafter committed to any such (unit) Plan
embracing lands that are in part within and in parﬁ outside of the
area covered by any sﬁch'plan shall-be segregated intO'separaté

leases as to the lands committed and the lands not committed as of

the effective date of unitization: Provided hcwever, that any such

lease as to the nonunitized portion shall continue in force and

‘effect for the term thereof but for not less than two years from the

date of such segregation and so long thereafter as oil or gas is
produced in paying quantities."

(h) - In the event the Initial Test Well is commenced prior to

T

the expiration date of the shortest term State Lease within the

(20)
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Unit Area, any lease embracing lands of the Statc of New Mexico
which is made subject to this agreement, shall continuevin force
beyond the term proviﬂed therein as to the lands committed hereto
until the termination hereof.

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

having only a portion of its lands committed herceto, shall be

- segregated as to the portion committed and the portion not committed,

and the terms of such lease shall apply separately to such
ségregated‘portions commencing as of the effective date hereof;
providéd, 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 +n 21l lands é%deUed in such lease, if oil qr gas is discovered
and is capable of being prc¢duced in paying quaﬁtities from some
part of the lands embraced in such léaSe at the exétratioh of the
secondary term of such'lease; or;if( at the expiration of the
secdndary'term, ﬁhe lessee or the Unit Operator is then-engaged

in bona fide drilling or reworking operations 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 théy result in
the-prodﬁcﬁion‘of'oil or gas; said lease shall continue in full
force and effecﬁ as to:all of the lands embraced therein, so long 3
thereafter a§>oil or gas in paying quantites is being produced

from any portion of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall bé
construed to be covenants funning with the land with ;espect to
the interest.of £he'partie$ hereto and their successors in interest
until this agreement terminates, and any grant, traqsfer,'or
conveyahce, or interest in land or leases subject héretb shall k2
and hereby is conditioned updn the assumption of all privileges. ;
and obligations hereunder by,the-grantee,4transferee, or other
successor in interest. - No.assignment or-transfer of any workiﬁg

interest, royalty, or other interest subject hereto shall be binding

\
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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 Secretary and the Land Commissioner
or his duly auvthorized representative, and shall terminate five (5)
years from said effective date unless:

(a) such date of expiration is eXtended by the Director and
‘the Land' Commissioner, or |

(b} it is r‘easonabl‘y determined prior to the expiration of
the fixed term or any extension thereof that the unitized land is
iricapable of production of unitized subitances in paying quantities
in the. formations tested hereunder and aff:er nofice of intention
.to teriminate the agreement on such ground is given by the Unit
Operator to all parties in interest at their iast Known addresses,
the agreement is terminated with the approval of the Supervisor
and the Land Commissi_on_er, or

(c}) a valua_.ble' discovery of unitized substances has been made
or accepted on onitized land during said initiial term or any .
extension thereof, in which event the agréement shall remain in
effect for such term and so long as unitized subs_tarices are prodoced:
in quantities sufficient to pay for the cost of producing séme
from wells on unitized land within any participating area establishea
hereundér and, should pfoduction cease, so long the‘reaft;er as
diligent operationg ’ore 'iu"‘progress for tﬁé re‘s_tora‘tion of production
or discovery of new prodﬂction- and so long _t'hereafter‘as unitized
substances so aiscovered are produced as aforesaid, or

(d} it is -terminated as heretofore provided in this agreement.
This agreement may. be terminated atony time by not less tﬁhan‘ 75
per centum, oﬁ an acreage oas-is, of the wofking—-interest owne-fs

signatory hereto, with the approv}al of the Supervisor and the

Land'Cormnissior_ler; 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 hei‘eby vested with authority to alter or modify from

——— KA

time to time in his discretion the guantity and rate of pro&i_lot4ﬂ“
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under this agreement when such quantity and rate is ndt fixed
pursuant to Federal or State law or does not conform to any state-
wide voluntary conservation or allocation program, which is
estdblished, recognized, and generally adhered to by the majority
of operators in such‘State, such authority being hereby limited

to alteration or modification in the public interest, the pﬁrpose

thereof and the public interest to be served thereby to be stated

~in the order of alteration or modification. Without regard to

the foregoing, the Director is also hereby vested with authority
Lo alter or ﬁodify trom time to time in his discretion the rate

of prospecting and development and the quantity and rate of- pro-

-duction under this agreement when such alteration or modification

D

is in the interest of attaining the conservation objectives
stated in this agreemenf and is not in violation of any applicable -
Federal or State law.

Powersvin this section vested in the Director shall only be
exercised aftef;notice to Unit Operator and opportunity for héaring
14 =
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5 days from notice.
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22. APPEARANCES. Unit Opérator shall, after notice to other

parties affected, have the right to appear for and on behalf of any
and all interest affected hereby before the Department of the

Interior and the Commissioner-of Public TLands and to appeal from

. orders issued under the regdiations of said Devartment or Land

Commissioner or'EoAépply for relief from any of said regulations

or in any procgedings relative to opepations.before the Department
of the Interior or.the Land Cormissioner or any other legally
cOﬁstituted:agthority}.provided, however, fhat any other interested
pérty shall'a;so‘ﬁaVe the rightvat his“gﬁﬁ expgﬁse to be heard in
any.such proceeding. - &

.23.‘ NOTICES. Ail notices, demands, or statements required
hereunder to be given or rendered to the parties hereto shall be
deemed fully given if given in writing and personélly deliVered fé {
the party,éf,séntVBy pOétpaid registéfed or beftifiéd“mail{ addféESed

to ‘such party -or parties at their respective addresses sct forth in

(23)
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" despite the exercise of due care and diligence, is prevented from

’Delay" time 'shall be made by the unit operator supject’to dppPLouval

connectioh 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 tﬁe notice, demand

or statement. |

24. NO WAIVER OF CERTAIN RIGHTS. Nothing is this agreement

contained shall be construed as a waiver by any party hereto of
cthe right to assert any legal or constitutional right or defense
as to the validity or invalidity of any law of the State wherein
sa&id unitized lands are located, or of the United States, or
regulations issued thereunder in any way affecting such pérty,

or-as a waiver by any such party of any right beyond his or its

finn

.
o WwALVES,

authority

25. UNAVOIDABLE DELAY. All obligations under this agreement
requiring the.Unit Operator to commence or‘contjnuw.drilling or
Fo operate on or produce unitized substances from any of the lands
éovered by this agreément shall be‘suspended’while ﬁhe Unit Operator
complying with such sbligations, in whole or in part, by strikes,
acts of God, Federal, State, or municipal law or agencies,
uﬁavoidable accidents, uncontrollable delays in transPUrtatioﬂ,-
inability to obtain necessary materials in oben market, or other
matﬁers beyond,thg reasonablé control of the Unit Operator whether
similar to matters herein enumerated or not. No unit obligation
which is suspended under this section shail‘become due less than
fhirty (30) days after it has been'determined that the suspension

is no longer applicable. Detérmination of éreditable "Unavoidable

~of the Supervisor and the Land Commissioner.

26. 'NONDISCRIMINATION._ In connection with the performance

of work under this;agreement, the oberatér agrees to comply with

-
Pl

all 'the provisions of section 202 (1) to (7) ‘inclusive of Executive

Order 11246 (30 F.R. 12319), as amended, which are hereby incorporated

by reference in this agreement.

aay

LR

unitized land shall fail and the true owner cannot in induced to join

(24)
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bin this unit agreement, suéh tract shall be automatically regarded
as not committed hereto and there shall be such readjustment of
future éosts-and benefits as'may be required on account of the
loss of such title. In the evert of a dispute as to title .as to
any royalty, working interest, or other interest subject thereto,
payment or delivefy on account thereof may be withheld without
1iability for interest until the.dispute is finally settled;
provided, that, as to Federal and State land or leases, no payments
of funds due the United States or the State of Hew Mexico should
be withheld, but such funds shall be deposited as directed by
the Supervisor and such funds of the State of New Mexico shall
be depoéited as directed by the Land>Commissioner, to be held as
unearned money pending final.settlement of the title dispute, and
then applied as earned or returned in accordancé;with such final
settiemént.‘

Unit Operatdr as such is ;elieved from any responsibility

for any defect or failure of any title hereunder.

28. NON-JOINDER AND SUBSEQUENT JOINDER. EIf thé owner of
any substantial interest in a tract within the unit area fails or
refuses to subscribe or consent to this agreement, the.owan of |
the working interest in that traét ﬁay withdraw said tfact from
.this aéreement by written notice delivered to the Supervisor, the
Land Commissioner, the State CommisSioh, and the Unit Operator
 prior to the'approval»of‘this agfeement bx the Supervisor. Any
0il or gas interest in lands'within the unit area not committed
hereto prior to submission of this agreement for final approval

S O . - - T oL P T T . :", el
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way
subscriking or consenting to.this agreement, and, if- the interest
is é working interesp, by ﬁhe owner of such interest also
subscribing to the unit operating égreement. After operatiéns are;
commenced hereunder, the ri§h£ bfvsubseguent joinder, as brbvidea
in this section, by a working-interesgt owner is subject to.suCh 
requirements or'approvals, if any, pertaining to such'joihder;‘as

e 1o
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n tho-unit operating ayieewent. After fimal —
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approval heresf, joinder by a nen-working inicrest owner must

be consented to in writing by the workiﬁg«interest owner committed
hereto and respdnsible for Ehe payment of any benefits that may
accrue Eereunder in behalf of such non-working interest. A non-
working interest may not be committed to this unit unless the
corresponding working intereét is comhitted hercto. Joindef 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
agréement. 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.Snpprvisér, the ‘Lan
Commissioner, and the State Commission of duly executed counterparts
of all or any papers necessary to establish commitment of any

tract to this agreement unless objection to such'joinder is duly
made within sixty (60) days by‘the.SupervisorJ the Land Commissioner,
or State Commiésion.-

25. QUNTERPARYS. 'hls agreement may be executed in any

{C

nﬁmber of counterparts no one of which needé to be éxecuted by
all parties or may be ratified or consented to by separate
instrument in writing spéCifically'referring hereto and shall be
binding upon all those éarties”whq have executed such a counter-
paft, ratification,-o; dénsent hereto with the'gamé force and éffebt
as if all such parties had signed the same document and regardless

of whether or not it is executed by all other parties owning or

“claiming an interest in the lands within the above-described unit

area.
30. SURRENDER. .Nothing in this agreement shall proﬁibit the
eiércise 5y any wérking—interest owner of the right to sgrrender
Vested‘in-sugh‘party by any lease, subiease,'or operating agréeﬁent
as to-all dr any paft of the laﬁds coveréd thefeby,.provided tﬁét
eéch»party who wil{ or migﬂt acéuire'such WQrking ihterest’by |
C”aS'hcrcaftcf sc§ fdrth, is bound

Yol -~
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by the terms of this agreement.
3£, as a result of any such surrender, the working interest
rights as to such lands become vested in any party other than.

the fee owner of the unitized substances, said party may forfeit

such rights and further benefits from operation hereunder as to said

land to the party next in the chain of title who shall be and become

the owner of such working interest.

If, as the result of any such surrender or forfeiture, working

interest rights become vested in the fee owner .of the unitized
substahces, such owner may: “

| (1) Accept those working-interests rights subject to this
agreement'and the unit operating agreement; or

(2) Lease the portion of such land as is inaluded in a

participating area established hereunder subject to this agreemernt

‘and the unit operating agreement.

(3) Provide'for the independent operation of any part of such

~land that are not then included within a participating area

established hereunder.

If the fee owner 6f the unitized substances does not accept

the working-interest rights subject to this agreement and the unit

operating agreement or léase, such lands as above—pfbyided within

six (6) nionths after the surrendered or forfeited WOrkingFinterest‘

rights become vested in the fee owner, the benefits and obligations

of operations accruing to such lands under this agreement and the
unit operating agreement shall be shafed by the remaining owners
of unitized working interests in accordance with their re;pective
working interest_ownérships, and suCh_owners or working‘interests
shall compensaté tﬁe‘fee owner of unitizéd substances in such
lands by paying sums,equal"to,the‘reﬁtais, minimum royalties, and
royalties applicéble to such lands under the lease in effect when

the lands were unitized.

An appfopriate accounting and settlement ‘shall be made, for -

all benefits accruing to or payments and expenditures made or

incurred on behalf of such surrendered or forfcited working interesto—ine

subsequent to the date of surrender or forfeiture, and payment of

-any moneys found to be owing by such an accounting shall be made

(2N
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as between the parties within thirty (30) days. In the cvent
no unit operating agreemeht is iﬁbexistence and a mutually
acceptable agreement between the proper parties therceto cannot
be consummated, the Supervisor may prescribe suéh reasonable
and equitable agreement as he deems warranted under the
circumstances.

The exercise of anj’right vested in a working-interest owner
to reassign such working interest to the party from whom obtained
shall be Subject to the same conditions as set forth in this
section in regard to the exercise of a right to surrender.

31. TAXES. The working-interest owners shall render and‘
pay for their account and the account of‘the royalty owners all
validitaxes on or measured by the unitized substances in and under
or_that may be produced, gathered, and sold ffom the land subject
to this contract after the effective date ofithis agfeement, or
upon thé procéeds derived therefrom. The working-interest owners
on each tract shall and may charge the proper proportion of said
taxes to the ro ’ ' owners having interests in said tract; and
‘may éurrently'retainAénd deduct suFFinipnt.of the unitized
substances or derivative products, or net vroceeds thereof from the
allocated share of each royalty owner to secﬁfe reimbursement for
the taxes so paid. No such taxéé,shall be charged to the United
Sfates or the Sﬁate of Néw Mexico or to any lessor who has a
éontract with his lessor who has a contract with his lessee which
requires_the lesseé‘to pay éuqh taxes. |

32, NO PARTNERSHIP. It is expressly agreed that the relation

of the parties heretovis that of independent contractors and

nothing in this agreement contained, expressed, or implied, nor

ény opefations cohducted héreunder,<$hall;creaté or be deemed to

" have created a partnership qr.associatioh between the parties hefeto

or -any of’ them.

33. CONFLICT OF SUPERVISION. Neither the Unit Operator nor
the wdrking-interest owners, nbr:any of them, shaii,be subject to

any forfeiture, termination, or expiration of any right hereunder

or under any leases or contracts subject hereto, or to any pénalty

¥
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or liability on account of delay or failure in whole or in part

to comply with any appilicable provisions thereof Lo the extent
that the ¢aid Unit Operator or thc working-interest owners, or any
of them, are hindered, delayed, or prevented from complying there-
with 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 representatives 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, includingvthe State Commission, agree that allApOWers and
authority vested in the State Commission in and by any provisions

of this agreement are vested in the State Commission and shall be

exercised by it pnrasnant te the provis

et

ons of the laws of the State
of New Mexico and subject in any case tc appecal or judicial review
as may now ox hereafter be provided by the laws of the State of

New Mexico.

34. SURFACE AND ENVIRONMENTAL PROTECTION -STIPULATIONE. Nothing

"in this agreement shall modify or change éither the special Federal

Lease stipulations relating to surface managciweni or such special
Féderal Ledse stipulations relating to surface and environmental
protection, attached to and made a part of, 0il and Gas Leases ..

covering lands within the Unit Area.

IN WITNESS WHEREOF, the parties hereto have cause this agreement

to be executed and have set opposite their respective names the

date of executions.

ATTEST: ' INEXCO OIL COMPANY

ASSISTANT SECRETARY - T WILLIAM G. GOODWIN
VICE-PRESIDENT

ADDRESS: 1100 Milam Bldg.
Suite 1900
. louston, Texas 77002

STATE OF TEXAS

wr ratal 13 Bk ilad
coUnNTY OF HARRTS

The foregoing instrument was acknowledged before this
day of ¢ 19 ", by WILLIAM G. GOODWIN who
is Vice-President of INEXCO OIL COMPANY, a Delaware Corporation,

for and on behalf of said Corporétion. : ,

My Commission Fxpires: D e
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. EXHIBIT "B"
SCHEDULE OF LANDS AND LEASES
BISON WALLOW UNIT AFEA

EDDY COUNTY, NEW MEXICO

~

: , ' OVERRIDING :
DESCRIPTION ACRES SERIAL NO. BASIC ROYALTY  LESSEE OF RECORD  ROYALTY & WORKING INT.

CF LANDS . EXP & DATE & PERCENTAGE AND PERCENTAGE .DECIMAL . & PERCENTAGE
’ . INTEREST

T25S, E29E 640.00 NM-14778 USA 12.5 Mobil 0il Corp. M. R. Latham Mobil 0il Corp.

Sec. 25: All . 1i-30-81 100.00% .004167 .100.00%

C. D. Martin
.005208

Johnny M. Latham o o
.004167 .

Lajean Henry
.004167

Rita Marie Martin
.006250

William A. Hudson
.007072-

Edward R. Hudson, Jr.,
Trustee
.007072

masmhmw.mcam05.hﬂ.ﬂ,
©.002021 . .

W. T. Probandt
.000501 -

Wm. G. Ross
.009049

Robert L. Noa
.00032¢ A

.050600

e S T 1 A o




EXHIBIT "B" PA3E
BISCN WALLOW UNIT AREA

EDDY COQUNTY, NEW MEXICO

PAE (2)

B

.

: . | | OVERRIDING AT P
TRACT DESCRIPTION ACRES SERIAL 1O. BASIC ROYALTY LESSEE OF RECORD ROYALTY & - WORKING" INT.
NO. OF LANDS EXP & DATE & PERCENTAGE AND PERCENTAGE . DECIMAL & PERCENTAGE
; - INTEREST S
2. T25S, R2%E 1280.00 NMM-1477¢ Usa 12.5% Phillips Pet. Corp. W. G. Ross Phillips wm¢_ Corp.
Sec. 26: All 12-31-81 . 100.00% .062500 100.0C3 :
Sec. 27: Aall .
3. T25S, R29E 480.00 NM-0473352 UusSa 12.5% Mobil 0Oil Corp. ~ Shirley Birdsong ZOUMH OHH_Ooﬂv.
Sec. 34: NE%,S8% €-31-80. 100.00% , .050000 100.00%
4. T25S, R29E 160.00 NM-0554228. USA  12.5% Nobil 0il Corp. Erlon E. Nowel Mobil 0il Corp.
Sec. 33: Swk §-31-80 100.00% . 025000 100.00%
L. Clark Roark X
.025000
5. T258, R29E 160.00 NM-0554229 USA 12.5% Mobil 0Oil Coup. Patricia Boyle Mobil 0il Corp.
Sec. 33: SEX% 8-31-830 100.00% .050000 - 100.00%
6. T25S, R29E 480.00 NM-0554230 USA  12.5% Mobil 0il Coip. Bonnie J. Mobil 0Qil Coup.
Sec. 33: Nk 8-31-80 100.00% Andrikopoulos : 100.00%
- Sec. 34: NWk . : .050000
7. T25S, R29E 640.00 NM=-0553796 Usa 12.5% Mobil 0il Corp. A, G. ocmmamwm Mobil 0il Corp.
Sec. 35: all 8-31-¢0 100.00% .050000 . 100.00%
8. T26S, R29E 160.00 NM=-18223 UsSAa 12.5% Sabine Prod. Co. Marjorie Smith mmUme.wHoa‘;ﬂow
Sec. 4= mmmmw 5-1-83 100.60% .050000 - 100.00%
Sec. 9: WXNEX . _ . : _ o
9. T26S, R29E 400.00 NM-11608 USA  12.5%  Sabine Prod. Co. Victoria M. Blunt Sabine Prod. Co.
Sec. 4: WxSEY%, 8§~-31-80 100.00% -020000 100.00%
SWk .
Sec. §: NWk Richard P. DeSmet

raii-ll

.030000




-EXHIBIT "B" BAGE (3)
BISON WALLOW UNIT AREA
- EDDY COUNTY, NEW MEXICO

L OVERRIDING :
TRACT DESCRIPTION ACRES " SERIAL NO. BASIC ROYALTY LESSEE OF RECORD " ROYALTY & WORKING INT.
NO. OF LANDS EXP & DATE & PERCENTAGE ~ AND PERCENTAGE " "'DECIMAL & PERCENTAGE
. Rk _ INTEREST o v
10. T26S, R29E 160.00 NIM-13997 USA 12.5% ‘E1l Paso Nat. 3as  Gloster Production  El Paso Nat. Gas
Sec. 3: NEk 6-30-81 , , 100.00% - Properties, LTD. ‘ 100.00%
: .062500 : - -
1. T26S, R29E 160.C0 - NM~-13937-2 USA 12.5% - Sabine Prod. Co. Joseph Falgout mmvubm, mHOQ& co.
_ Sec. 10: NwWx 6--30-81 : 100.00% .005000 : " 100.00%
i Edgar B. Stern, Jr.
.015000 ,
_m Phillip M. Stern
| .015000
! " Lester E. Kabacott
.015000 .
.050000
12. T26S, E29E 160.00 NM-13636 USa 12.5% Mar-Win Develop Co. NONE - Mar-Win Develop Co.
_ Sec. 1C: NE% 4-31-81 ~100.00% A . Hoo.oow
13. T26S, E29E a , . | ‘ o . C
Sec. 4: NWk, 240.00 NM-~13636~A Usa 12.5% WNorthern Nat'l Gas Mar-Win Dev. Cc. Northern Nat'l Gas
WXNEX 4~31-81 100.00% .050000 , 100-00% y
1%. T26S, R29E 400.00 NM-0556089 USA 12.5% Mobil 0il Corp. Tom Clark Mobil Oil Corp.
; Sec. 3: Sk A 8-31-80 :

100.09% .050000 - - 100.00%
Sec. 4: EXNE% :

!

 EECE NI S e t
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EXHIBIT "B" PAGE (4)
BISON WALLOW UNLT AREA
'EDDY COUNTY, NEW MEXICO

_ OVERRIDING
"TRACT . DESCRIPTION ACRES SERIAL NO. BASIC ROYALTY LESSEE OF RECORD ROYALTY & - WORKING. INTEFEST
© NO. OF LANDS EXP & DATE & PERCENTAGE AND PERCENTAGE "DECIMAL . & PERCENTAGE
: INTIZREST -
15. T26S, R29E 80.00 NM--0558281 USA 12.5% Mobil Oil Coxp. Geo. Conley ’ Mobil OHH_OOHU.
Sec. 9: EXNEX% 3-31-80 100.00% .030000 . 100.00%
16. T26S, E29E '160.00 NM=-0277811 usa 12.5% Mobil 0il Corp. mewmwwm Shanahan ZOUMH.OMH;nonme,
Sec. 3: NWk 8-31-80 100.00% ~ .050000 100.00%
TOTAL: 5,760.00 Acres Federal Lands; 81.8182% of Unit Area
STATE OF NEW ZM;NHOO LANDS
L7 T26S, R29E 640.00 L.G-1083 State 12.5% {reat Western Drlg. Co. NONE Great Smmamﬁs Drlg Co.
Sec. 2: all 3-1-83 64.476% 64.476%
-Davoil, Inc. Davoil, Inc. w
35.524%. 35.524%
18. T25S, R29E 200.00 L-4058-2" State 12.5% Sabine Prod. Co.  NONE sabine Prod. Co.|
Sec. 36: SWk, ‘ 1-20-80 100.00% . 100..00%
SEXNEX% ) _ , .
19. T258, R29E 160.00 LG-6123 State 12.5% Inexco Oil Gempany NONE ZInexco Oil Company
Sec. 36: NWj 12-1-88 100.00% 100.00% ot
20. T255, R29E 280.00 LG-6325 State 12.5% Inexco OHH Ccmpany NONE Inexco 0il {ompany
Sec. 36: N%NEX%, 2-1-88 100.00% o 100.00% i
SW%NEX%, .
SE% .
T O TAL: 1,280.00 Acres State of New Mexico Lands, 18.1818% of Unit Area

wasaar w5 P "




EXHIBIT "B" PAGE !(5)
BISON WALLOW UNIT AREA
EDDY COUNTY, NEW MEXICO

RECAPITULATION
5,760.00 ACRES FEDERAL LANDS,  81.8182% of Unit Area
1,280.00 ACRES STATE LANDS, - 18.1818% of Unit Area
7,040.00 ACRES UNIT AREA 100.00% OF UNIT AREA
B h o * o ot




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION

OF THE

COUNTY OF EDDY
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 12th day of

March » 19 79. , by and between the parties

subscribing, ratifyirg, or consenting hereto, and herein referred
to as the "parties hereto,"

WITNESSETH

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

WHEREAS, the: Mineral I.easing Act of Febrﬁary 25, 1920, 41 Stat.

ral

-
D

437, asfamended, 30 1, S. C. Secs. 151 et sedq. anthorizes Fad
lessees and their representatives £O.Unite with each other, or
jointly or separately with others, in.collectivély adopting and
operating a cooperative or unit plan of developmerit or operation
of any oil or‘gaS'pool, fieid, or liké area, or any part thereof
for‘the purpose Qf more properly consérving‘the naturalrresources
thereof whenever determined and certified by the Secretary of the
Interior to be necessary or édvisable in the public interest; and
WHEREAS, the Comhissioner of Public Lands of the State of
New Mékico-ié authorized by an Act of the Legislature (Sec; 7-11-29
N.M. Statutes 1953 Annotated) to consent to or approve ‘this agree-
ment on behalf of the State of New Mexico, inﬁofar as it covers
and'fncludes lands and minerél'interest of the State of New Mexico;
and,
WHEREAS{»the Oii Conservation Commission of the State of New

Mexico is authorized by an Act of the Legislature (Chapter 72, Laws

~of 1935,fés amended by Chaéter 193, Laws of 1937}'Chapter;166, Laws
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of 1941; and Chapter 168, Laws of 1949) to approve this agreement
and the conservation provisions hereof; and,

WHEREAS, the parties hereto hold sufficient interests in the

BISON WALLOW Unit Area covering the land hereinalter
described to give reasonably effective control of operations there-
in; and

WHEREAS, it is the purpose of the parties hereto toc conserve

“natural resources, prevent waste, and secure other benefits

obtainable through development and operation of the area subject
to this agreement Undef the terms, conditions, and limitations
herein set forth;

NOW, THEREFORE, in consideration of the premises and the
prOmisesvherein containgd, the parties hereto commit to this
agreement their respective interests in the below-defined 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,
heretofore issued thereunder or valid, pertinent, and reasonable
regulatiéné hereafter issued thereunder are~accepted and made a
part of tﬁis agreement as to Federal lands, provided such

regulations are not inconsistent with the terms of this agreement;

- and to non-Federal lands, the oil and gas operating regulations

in effect as of the éffective date hereof gbverning drilling énd
producing operations, not inconsisten£’with the terms hereof or the
laws of the State‘in which the non—Federal land is located, are
hereby accepted and méde a part of this agreement.

2. UNIT AREA. The following described land is hereby

designated and recognized as donstituting the unit area:

T™-25-S, R-29-F, NMPM - T-26-~S, R-29-E, NMPM

Section 25: All . Section 2: All

Section 26: All : Section 3: All : '
Section 27: All " Section '4: All :
Section 33: All Section 9: N 1/2

Séction 35: All Section 10: N 1/2

Section 36: Aall

EDDY COUNTY, NEW MEXICO
Containing 7,040. ACRES,
More or Less
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Exhibit "A" attached hereto is a map showing the unit area and
the boundaries and indentity of tracts and leases in sald area
to the extent known to the Unit Opeéerator. Exhibit "BY attached
hereté_is'a schedule showing to the extent known to the Unit
Operator the acreage, percentage, and kind of ownership of oil
and gas interests in all lands in the unit area. However, nothing
herein or.in said schedule or map shall be construed as a
representation by .any party hereto as to the ownership of any
interest other than such interést'or interests as are shown in
said map or schedule'as owned by such party. Exhibits "A" énd
"B" shall be revised by the Unit Operator whenever changes in

the unit area render such revision necessary 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 "Land Commissioner,"
and not less than five (5) copies of the revised Exhibits shall
be filed with the Supervisor and one (1) copy thereof shall be

filed witﬁ the Land Commissioner, and one (l)’COpy with the New

4]

Mexico il Conservation Commission, hereinafter referred to a
"State Commission."

| The above-described ﬁnit area shall, when practicable, be
éxpandea to .include thexein any additional lands or shéll,be
contriacted Lo exclude lands whenever such expansion or contractiop
is deemed to be necessary or advisable to cohform with the
purposés of this agreement. Such expaﬁsion or cdntraction shall
be effected in the following mannex:

(a) Unit Operator, on its own motion or on demand of the
Director of the'Geqlogical Survey;, hereinafter referred to as
"Director", or on;demand of the Land:Commissioner, after preliminary
céncurrence by the Director, shall prepare a notice of proposed
expansion or contraction describing the contemplated changes in

the boundaries of the unit area,.the reasons therefor, and the

prbpoéed“effective date thereof, preferably,'the first day of a

LN

‘month snhaequerf +a the date of notice.

(3)
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{(b) Said notice shall be delivered to the Supervisor, the
Land Commissioner and the State Commission, and copies thereof

mailed to the last known address of each working-interest owner,

,_J

essee, and lessor whose interest are affected, advising that
thirty (30) days will be allowed for submission to the Unit
Operator of any objections.

(c) Upon expiration of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall ﬁile with the

Supervisor; the Land Commissioner, and the State Commission,

evidence of mailing of the notice of expansion. or contraction and

a copy of any objections thereto which have been filed with the
Unit Operator, together with an application in sufficient number,

for approval of suchk’ expansion or contraction and with appropriate

joinders.

{d) After due consideration of all pertinent information,

the expansion or contraction shall, upon approval by the Supervisor,

" the Land Commissioner, and State Commission, become effective: as

of the date prescribed in the notice thereof.

(e) All legal subdivisions of lands (i.e., 40 acres by
Gpvernment survey or its nearest lot or tract equivalent; in
instances of irregulaf surveys unusually large lots or tracts shall
be considéred in multiples of 40 acres or-the nearest aliquot |

equivalent thereof), no parts of which are entitled to be in a

participating'area on or before the fifth anniversary of the effective

date of the first initial participating area established under this
unit’agreement,vshall-be eliminated automaticaily from this
agreement, effective ‘as of said fifth anni?ersafy, and suéh lands
shall no longer be a part of the unit area and shall no longér be
subject to this agreement, ﬁnless diligent drilling operations
are‘in progress on unitized‘landS‘not enﬁitled to participation

ofr said fifth anniversary, in which event all such lands shall
remain subject hereto for so long as such drilling operations are

continued diligently, with not more than 90 days' time élépsing

‘bétween the completion of one such well and the commencement of the

next such well. All legal subdivisions of lands not entitled to be.

(4)
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'participating unitized lands with apvroval of the Directqr and Land

'recommitment of such lands.

in a participating area within 10 years after the effective
date of the first initial participating area approved under this
agreement shall be automatically eliminated from this Agreement

as of said tenth anniversary. All lands proved productive by

diligent drilling operations after the aforesaid five-year perioad

shall become participating in the same manner as during said five-
yvear peribd; However, when such diligent drilling operations

Cease, all non-participating lands shall be automatically eliminated
effective as of the 9lst day thereafter. The unit operator shall
within 90 days after the effective date of any elimination hereunder,
describe the area so eliminated to thg satisfaction of the Super-
visor and the Land Commissioncr and promptly notify &all parties in w
interest.

If conditions warrant extension of fhe ten-year period specified
in this subsection 2 (e), a single extension of not to exceed two
years’may be accomplished by consent of the owners of 90% of
the working interest‘in‘the current non-participating ﬁnitized
lands and the owners of 60% of the basic royalty interests (exclusive

of the basic rovalty interests of the United States) in non- , .

Commissioner) prbvided such extension application is submitted
to the Director and the Laﬁd Commissioner not later thanv60 days
prior to-the'expiration of said ten-year period.

Any—expansion of the unit area pursﬁant to this section
which émbr;cesilands theretofofe elimated pursuantvto tﬂis sub-

section 2 (e) shall not be considered automatic commitment or

3. UNITIZED LAND AND UNITIZED SUBSTANCES. A1l land committed

to this agreement shall cOnsﬁitute land‘rgferred to herein as .
"unitized land" or "land subject to this agreement." All oil and‘
gas‘in any and all‘formations of the unitized land are unitized

under the terms'of this agreément and herein are called "unitized

substances."

4. _ UNIT OPERATOR. INEXCO OIL COMPANY

is hereby‘designated as Unit’operator;and by signature hereto as
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Unit Operator agrees and consents to accept the duties and
obligations of Unit Operator for the discovery, dcvelopment,
and production of unitized substances as herein provided. When-

ever reference is made herein to the Unit Operator, such reference

means the Unit Operator acting in the capacity and not as an owner

. of interest in unitized substances, and the term "working-interest

owner" when used shall include or refer to Unit Operator as the

owner of a working interest when such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
shall have the'right to resign at any time prior to tﬁé establish-
ment of a participating area or areas hereunder, but such
resigination shall not become effective so as to release Unit
Operator from the duties and obligations of Unit Opecator and
terminate Uﬂit Operator's rights as such for a period of six (6)
months after notice of intention to resign has been served by
Unit Operator on all working-interest owners and the Supervisor
and the Land Commissioner, and until all wells then drilled here-
under are placed .in é‘satiéfactory condition for suspeﬁsion or
abandohment whichever is required by the Supervisor as to Federal

lands and the Stéte.Commission as to State lands, unless a new

Unit Operator Shall have been selected and approved ahd shall ‘have

taken over and assum~d the duties and obligations of Unit Operator

prior to the expiration of said petiod.
Unit Operator shall have the right to resign in like manner

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

-participating area established hereunder is in existence, but,

in all instances of resignation or removal, until: a successor unit

operator is selected and approved as hereinafter provided, the

.wofkingfinterest owners shall. be jointiy responsible for perfbrm-

ance of the duties of unit operator, and shall not later than 30

days before such resignation or removal becomes effective appoint
a common agent to represent them in any action: to be taken here-

under.

The resignation of Unit Operator shall not release_Uhit

Operator fromrany liabiiity'for‘any default by it hereunder occurring'

‘

e
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‘eftectiveiuntil:

prior to the effective date of its resignation.

The Unit Operator may, upon default or failure in the
performance of its duties or obligations hereunder, be subject
to removal by the same percentage vote of the owners of working
interests as herein provided for the selection of a new Unit
Operator. Such removal shall be effective upon notice thereof‘to
the Supervisor and the Land 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 unitizea'
substances, but upon the resignatibn.or removal of Unit Operator
beching effective, such Unit Operator shall delivei possession
of all wells, equipment, materials,‘andvappurtenances used in
conducting the unit operations to the new duiy qualifiegd éuccessor
Unit Operator or to the commen agent, if né such new Gait Operator
is ‘elected, to be—ﬁsed for the purpose of conducting unit
operations hereunder. Nothing”herein shall be construed as
authorizing removal of-any matérial, equipment, and appurtenances
needed for the preSé%vatioﬁ of any wells. | )

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator

shall tender his or its resignation as Unit Operator or shall be

2 o~ s ~ - A P e e T T e Ve T
IEemoVveEa 4as npereinandve proviaea, o a cnange o

negotiated by_Working-interest owners, the owners of the working

interests in the participating area or areas according to their

Y

respective acreage interests in such participating area or areas,
of until a participating area shall have been established,'the
owners Of the wofking'inte;ests according to their respective
acreage interests in all unitized land, shall by maﬂbtity vote
select a successor Unit Opérator: Provided;-that, if a majority
but less than 75 pexr cent of the working»iﬁterests qualified*to |
Qote are -owned by one party to this agreémehtf a concurring vote
of one or more additional working interest owners shall be

required to select a new operator. - Such selection shall not become




i
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(a) a Unit Operator so selected shall accept in Qriting
the duties and responsibilities of Unit Operator, and

(b} the selection shall have been approved by the Supef-
visor and approved by the Land Commissioner.

If no successor Unit Operator is selected and qualified as
herein provided, the Director and the Land Commissioner, at
their election, may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT.

If thé Unit Operator is not the sole owner of working interests,
cosﬁs, and expenses incurred by Unit Operatcer in condpcting unit
operations hereunder shall be paid and apportioned among and borne
by the owners of working interests, all in accordénce with the
agreement or agreenments entered into by and between the Unit
Operator and ﬁhe owners 5f’working interests, whether;one or more,
separately or collectively. Any agreemént or aéreemenﬁs 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_tﬁe funit operating agreemént." Such unit operating
ayreement shall,alsonprbﬁide'tﬁe manner in which thé:WOrking— .

~

interest owners shall be entitled to receive their respective

~proportionate 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‘ény of the terms and condiéions of this unit agreement.
. . . : J

of;to relieve the Unit Operator of any right or obligation

established under this unit agreement, and in case of any

.inCOnsistency or conflict between this unit agreement and'the_

unit operating agreement, this unit agreement shall»goverﬁ. Three
true copies of any unit operating agreement executed pursuant to
this 'section Shouid'be filed with the Supervisor and one true copy

.and Commicsioner, prior to approval of thic unit agreesment.

with the

2 pEJ 1 LR LI R RS ]
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be required to Arill said well to

8. RIGHTS AND OBLIGATIONS OF UNL1l' OPERATOR. Excebt

" as otherwise specifically provided herein, the exclusive

right, privilege and duty of exercising any and all rights of
the parties hereto which are necessary or convenient for
prospecting for, producing, storing, allocating, and distribut-~
ing the unitized substances are hereby delegated to and shall
be exercised by the Unit Operator as herein provided. Accept-

able 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 O oy, 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 agreemeﬁt 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 TO DISCOVERY.» Within six (6) months after

the effective date -hereof, the Unit Operator shall begin to
drill an adeguaie iLesi well at a 1ocatidn approved'by the
Supervisor, if on Federal land, or by the Land Commissioner,

i y ~ PRI PRI 15 I R T S
f on State land, unless on such effective date a well is being

|t

drilled conformably with the terms hereof, and thereafter

continue such drilliing diligently until the Pennsilvanian Age

Morrow "C" Zone and tested
W -

a— =

unitized substances shall be discovered which can be produced in.

-paying éuantities (to-wit: quantities sufficient to repay the

costs of drilling, completing and producing operations, with
a reasonable profitf_or the Unit Operator ‘shall, at any time,‘

establish to the satisfaction of the'Supervisor if on Federal

i land, or the Land Commissioneftif on StaEe land, that further

drilling of said well would be unwarranted or impracticable;

pro&ided,'however, that Unit Operator shall not, in any event,

h in-excess of

¢}

feet. Until thé. discovery of a deposit of unitized substances

. (9) | o

Beds have been penétrated to 175 feet below the top of the

, or until at a lesser depth

14,400
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capable of belng produced in paying quantities, the Unit

. Operator shall continue drilling diligently one well at a

‘time, allowing not more than six {(6) months between the
completion of one well and the beginning of the next well,
until a well capable of producing unitized substances in paying
quantities is completéd to the satisfaction of said Supervisor
if it be on Federal land or of the Land Commissioner if on
State land, or until it is reasonably proved that the unitized
land is incapable of producing unitized substances in paying
quaptities in the formations drilled hereundecr. Nothing in
this‘sectiOn shall be deemed to limit the right of the Unit
Operator to resign as provided in Section 5 hereof, or as
requiring Unit Operator to commence or continue any drilling
during the period pending such fesignatibn becoming effective

‘in order to comply.with the requirementé of this section. The

Dirgctor and Land Commissioner may modify the drilling

‘requirements of this section by granting reasonable extensions

of time when, in their opinion, suc¢ch action is warranted.

Upon failure to commence any well provided for in this

section within the time allowed, including any extension of time
.granted by the Supervisor and the Land Commissioner, this
agréemént will automatically terminate; upon failure to continue

drilling‘diligéhtly any well commenced hereunder, the Supervisor

and the Land Commissioner may, after 15-days notice to the Unit

Operator, declare this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six

{6) months after completion of a well capable of producing
unitized substances in paying quantities, the Unit Qperator
shall éubmit for the approval of. the Supervisor, the Land
Commissioher,iana State Commission an acceptable plan. of
development and operation for’the‘unitizéd'land which( when

approved by thé Supervisor, the Land Commissioner, and State

Commission, shall constitute the further drilling and operating"

obligations of the Unit Operator under this ayreement for the

- period specificd therein. Thereafter; from time to time. before

‘the expiration of any existing plan, the Unit Oﬁerator shall

(10)
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. a plan of de&elopment approved as herein provided.

submit for the approval of the Supervisor, the T.and Commissioner,

and State Commission a plan for an additional specified period
for the development and operation of the unitized land.

Any plan submitted pursuant to this section shall provide
for the exploration of the unitized area and for the diligent

drilling necessary for determination of the area or areas there-

of capable of producing unitized substances in paying quantities

in each and every productive formation and shall be as complétev
and adequate as thé Supervisor, the Land Commissioner, and State
Commission may determine to be necessary for timely development
and proper concervaticon cf L
unitized area and shall:

(a) specify the number and locations of any wells to be
drilled aﬁd,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
consexrvation of natural resources. Separate,plans may be
submitted for separate productive zones, squect to the approval
of the Supervisor, the Land Commissioner, and State Commission.

Plans shall be modified or supplemented when necessary to
meet changed conditions‘or to protect the iﬁterests of all parties
to this agreemght.f Reasonable diligence shall be exercised in
complying with{thé thiéationé:of the appfoVed plan of develop-

ment} The Supervisor andvthe;Land Commissibner are authorized

to grant a reasonable extension of the six-month period herein

prescribéd‘for submission of dn initial plan of deVelopment where

such action is justified because of unusual conditions or

circumstances. After completion'hereunder of a we;l capable of
producing any unitized substance in paying. -gquantities, no fqrpher
. wells, except such as may be necessary to afford protection

" against operations not under this agrcement and such as may be

specifically vapproved by the Supervisor, the Land Conmissioner,

and State Commission, shall be drilled except in accordance with

¢
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1l. PARTICIPATION AFTER DISCOVERY., Upon completion of

a well capable of producing unitized substances in paying
quantities or as soon thereafter as required by the Supervisor,
the Land Commissioner, or the State Commission, the Unit

Operator shall submit for aéproval by the Supervisor, the Land
Commissionef, and State Commission a schedule, based on sub-
divisions of the public-land survey or aliquot parts thereof,

of all land thenregarded as reasonably proved to be productive

in paying quantities; all lands in said schedule on approval

of the Supervisor, the Land Commissidner, and State Commlssion

5 to constitute a’participating area, effective as of the date of
completion of such well or the effective date of this unit
agreément, whichever is later. The acreagesﬁof both Federal

and non-Federal lands shall be based upon dppropriate computations
from thé courses and distances shown on the last approved public-
land survey as-of the effective date of each initial participating

area. Saild schedule shall also set forth the percentage of

unitized substances to be allocated as herein provided to each
tract in the participating area so established, and shall govern
the allocation of productidn'commencing with the effective date
" 0of the participating area. A separate participating area shall
“be established4for each separate pool or deéposit of unitized
éubstances or for any group thereof which is-prodﬁced as a
single pool or zovne, and any two or more participating areas so

established may be combined into one, on approval of the Super-

§ | visor, the Land Commissioner, and the State Commission. When
production from-two or mére participating areas, so established,
> % is subsequently found to be from a common pool or deposit said
~participating‘éreas shall be combined into one, effective as
~of such appropriate date as may be approved or préscribed by
the Supervisor, the Land Commissioner, and State Commission.

The participating area or areas so established shall be revised

from time to time, subject to like approval; to include

additional land £ﬁéﬁ"£é§5rdédmés rééséhably'bf0ved tambéﬂproduétive

in'§é§ing quantities or necessary for unit operations, or to

(12)
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cxclude land then regarded as ceasonably proved not to be

productive in paying quantities and the schedule of allocation
percentages shall b~ revised accordingly. The effective date

of any revision shail be the first of the month in which is
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 Supervisor, the Land Commissioner, and State

Commission. No land shall be excluded from a participating area

- on account of depletion of the unitized substances, except

that any participating area established under the provisione

of this unit agreement shall,tefminate automatically whenever
all compietions in the formation on which the participating area
is based are abandoned.

It is the intent of this section that a participating area
shall represent the area known or reasonably estimated to be
productive in paying gquantities; but regardless of any-revisien
of the participating'area, nothing herein contained shall be
construed as requifing ahy retroactive adjustment for preduction
obtained prior to the effeetive date of the revision-of the
participating area.

In the absence of agreement at any time between the Unit
Operatoriand the Supervisor, the Land Commiééion, and State
Commission, as to the proper definition 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 shall be impounded in a manner mutually

acceptable -to the owners of working interests and the Supervisqr
and the Land Commission. Royalties due the United States shall
be determined by the Supervisor for Federal lands and the Land
Commissioner for the State lands and the amount thereof shall

)
er, to be held as unearned money until a participating area is

finally approved and "then applied as earnc

accordance with a determination of the sum due-as -Federal and

State royalty on the. basis of such appfoved participating area. -

(1.3)

be deposited, as directed by the Supervisor and the Land Commission-




Whenever it is determined, subject to the approval of

the Supervisor, the Land Commissioner, and State Commission

that a well drilled under this agreement is not capable of
production in paying quantities and inclusion of the land on
which it is situsted in a»participating area is unwarranted,
production from such well shall, for the purposes of settlement
among all parties other than working-interest owners, be

allocated to the land on which the well is located unless such

" land is already within the participating area established for

the ponl or depocit from which such production ig obtaine
Settlement for working interest benefits from such a well
shall be made as provided in the unit operating agreemeﬁﬁ;
Determination as to whether a well completed within the
Unit Area prior to the effective date of this agreement is
capable of producing unitized substances in paying quantities
shall be deferred until an initial participating area is
established as a result of the completion of a well for

Ay Aan A v vemerdanas eesmaiac Fwld oL A . B A R e U ) ~
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12. ALLOCATION OF PRODUCTIGN. ‘'All unitized substances

produced from each participating area established under this

" agreement, except any part thereof used in conformity with good

operating practices'within the_unigized)area‘for drilling, opera-
ting, camp, and other broduction or development purposes, for
repressﬁring or recycling in aééordance with a Qlan of develop-
ment approvedlby_ﬁhe Supervisor, Land Commission, and State
Commission, or unavoidable 1OSt, shall ba deemed £o be pféduced
equélly on an écreage basis ffom the several tracts of unitized
land.of the.participating area éétablished for such producﬁion

and, for the purpose of determining any benefits accruing under

:this_agreement,‘eaCh such tract of unitizédvland‘shall have

aliocated to it such percentage of said production as the number

of acres of such tract included in said particiﬁatinq aréa,bears
. > o
to the total acres of unitized land in said participating area,

(14)




‘results in production such t

except that alleocation of production hercunder tor 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 agreednﬁhat 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

.
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from ne YCA is used 1oy repressuring ox

recycling purposes in another participating area, the first
gas withdrawn from such last-mentioned participating area for
sale during the life of this agreement shall be conéiderea
to be the gas so transferred until an aﬁount equal to that
transferred shall be so produced.for sale and such gas shall
be allocated to the participating area from.which ihitially_

produced as such area was last defined at the time of such

final production.

©13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND

OR FORMATIONS. Any party hereto owniné or controlling the

wofking interest in any unitized .land having thereon a regular

well location may with' the approval of the Supervisor and the

Land Commissioner, at such party's sole risk, costs, and expense,
drill a well to test any formation for which a participating area

" has not been established or to test any formation for which a

parficipating area has been established if such location is

not within said participating areé, unlessvwithin 90 days of .
" receipts of notice from said party of his‘intention to drill

' the well the Unit Operator elects and commences to drill such

a well in like maﬁnef‘as other wells are drilled by the Unit

Operator under this agreement.

If any well drilled as aforesaid by'a working-interest owner

may prcperly be included in a participating érea, such participat~

ing area shall be established or enlarged as provided in this

(15)
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agreement and the well shall therceafter 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 production in quantities insufficient to justify the
inclusion of the land upon which such well is situated in a
participating area, 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 Stéte_

and any royalty owner who is entitled to take ii kind a Shafe
of the substances now unitized hereunder shall hereafter be
entitled to the right to take in kind its share of the unitized
substances, and the Unit Operatof, or the working~interest. owner

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

‘as herein provided for in special cases. shall make daliverics

of such royalty share taken in kind in conformity with the
applicable ééntracts, laws, and regulations. Settlement for roy-
alty intéreSt not taken in kind shall be made by working-interest

owners responsible therefor under existing contracts, laws, and

‘regulations, or by the Unit Operator, on or before the last day

of each month for unitized substances produced during the
préceding‘calendar month; provided,‘howeéer, that nothing herein

contained shall operate to relieve the lessees of any land from

>'their respective lease obligations for the payment of any

toyalties due under their leases.
If gas obtained from lands not subject to this agreement
is intrdduced into any parficipating area hereunder, for use in

repressuring,.stimulation of production, or increasing ultimate -

recbvery,,in-confordity with a plan of operations approved by .

‘the Supervisor and the Land Commissioner, a'like‘amdunt of gas, .

after settlement as<héreinlprovided-for any gas transferred

from any other_participéting area and with appropriate deduction

" for loss from any cause, may be& withdrawn from the formation into

(16)




which the gas is introduced, royalty free as to dry gas,

but not as to any products which may be extracted therefrom;
provided that such withdrawal shall be at such time as may be
provided in the approved plan of operations or as may other-
wise be consented to by the Supervisor and the Land Commissionér
as conforming to good petroleum engineering practice;.and
provided further, thatﬁzﬁch right of withdrawal shall terminate
on the termination ofj ,:évﬁnit agreement.

Rovalty due the United State shéll be computed as provided
in the‘éperating regulations and paid in value or delivered in
kind as to all unitized 5ubstances on the basis of the amounts
thereof allocated to unitized Féderal land as provided hérein
At the rates specified in the respective Federal leases, or at
such lower rate or rates as may be authorized by law or
regulation; provided, that for leases on which the royaity rate
depends on the daily average’production per well, said average
prdduction shall be determined in accordance with the operating
régglations as.though each participating area were a single
consolidated lease.

Royalty due on account of State. lands shall be computed

- and paid on the basis of all unitized substances allocated to

such lands.

15. RENTAL»SETTLEMENT. Rental or minimum royalties due
on leases committed hereto shallfbe.paid by working—interést
owners responsible therefor under existing contracts, laws,
and reéulatidns,,provided that nothing herein.contaiﬁed shall
operate to relieve the lessees of any land from their respective
lease obligations for the payment of ény rental or minimum
royalty due-under théir icases. Rental or minimum royalty Sy

for lands of the United States subject to this agreement shall

dbefbaia at the rate specified in the respective leases from the

‘vUnited States unless ‘such réhtal or minimum royalty is waived,

suspended, or reduced by law or by approval of. the Secretary or .

“~Zz

hig duly authorized reprosentative.
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‘Rentals on State of New Mexico iands subject Lo Lhis
.agreement shall be paid at the rates specified in the
respective leases.

With respect to any lease on non-Federal land containing
provisions which would terminate such lease unless drilling
operations are commenced upon the land covered thereby within
the time therein specified or rentals are paid for the privilege
of deferring such drilling operations, the rentals required there-
by éhall, notwithstanding any other provision of thié'agreemeht,
be‘deemed to accrue and become payable during the term there—
of as extended by this agreement and until the required drilling
operations are commenced upon the land covered thereby or until
some porfion of such land is incluaed 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 defiﬁed by or pursuant to State or Federal law or
regulation.

17. DRAINAGE. The Uhit Operator shall take such measures
as the Supervisor and Land Commissioner deem appropriate aﬁa

adequate to prevent drainage of nnitized substances from

'unitized land by wells on land not subject to this .agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The.- terms,

cdnditidﬂs, and provisions of all leases, subleases, and other
contracts relating to exploration, drilling, developmeént, or
operation for oil or gas on lands committed to‘phis agreement

are hereby ekpressly modified and amended to the extend necessary -

to make the same conform to the provisions hereof, but otherwise

. to remain in full force and effect; and the parties hereto hereby

consent that the Secretary, as to Federal leases and the Land

*Commissioner, as to State léases,:shall and each‘by}his apprdvgl

hereof, or by the approval hereof by his duly authorized represénta—
tive, does hereby eStablish, alter, change,;or revoke tbe'drillihg,

producing, rental, minimum royélty, and royélty requirements of




Federal and State leases committed hereto and the reqgulations

in respect thereto to conform said requirements to the

‘provisions of this agreement, and without limiting the”ggnerality

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 thereof shall be deemed full performance

of all obligations for development and operation with respect to
each and every separately owned tract spbject to this agreement,
regardless of whether there is any development of any particular
tract of the unit area.

(b) Drilling and»producing operations performed hereunder
upon any tract of unitized lands will be accepted and deemed to
be performed upon and for the benefit of each aﬁd evefy tract of
unitized land, and no lease shall be deemed to expire by reason
of failure to drill or produce wells situated on the land therein
‘embraced. -

(c) Suspenéioh'of drilling or producing operations.on all

unitized lands‘pursuéht to-direction or consent of the Secretary

and the L.and Commissioner, or his duly authorized representative,

shall be deemed to constitute such suspension pursuant to such
direction or consent as to each and every tract of unitized land.
A suspension of drilling or producing operations limited to
specified lands shall‘be applicable only to such 1ands.l

(d} Each leasé, sublease, orAcontract relating to the

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

lands other than those of the United States and State of New Mexico

committed to this agreenent, which, by its terms might expire prior

to the termination of,this'agreément, is hereby extended beyond

any such terms so provided therein so that it shall be continued

in full force and effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twehty (20) years
or any renewal thereof or any part of such lease which is made

subject to this agreement shall éontinue in force beyond the term

provided therein until the termination hereof. 2Any Cllic: Tedesal
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lease committed hereto shall continue in force beyond the term
so provided therein or by law as to the land committed so long
asg such lease remaing 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 diligently
prosecuted at that time, such lease shall be extended for two
yecars and so long thereafter as oil or gas is produced in paying

quantities in accordance with the provisions of the Mineral Leasing

. Act Revision of 1960.

(f) Each sublease or contract relating to the operation
and development of unitized substances from lands of the United
States committed to this agreement, which by its terms would

expire prior to the time at which the underlying lease, as extended

by the immediately preceding paragraph, will expire, is hereby

extended beyond any such term so proGided 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) The segregation of any Fedegal Lease committed to this
agreement is governed by the following provision in the fourth
pafagraph of Sec. 17 (j) of the Mineral Leasing Act, as amended by
the Act of September 2, 1960 (74 Stat.'781-784): “Aﬁy (Federal)
lease heretofore 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-sﬁch plan shall be-segregated into separa£é

leases as to.the lands committed and the 1lands not committed as of

the effective date of unitization: Pfovided however, that any such

lease as tc the nonunitized portion shall continue in force and

effect for the term thereof but for not less than two years from the"

date of such segregation and so long thereafter as oil or gas is

produced in paying quantities."

{(h) In thé event the Initial Test Well is commenced prior to

the expiration date of the shortest term State Lease within the

(20)




Unit Area. any lease embvacing lands of the Stdte o0f New Mexico
which is made subject to this agreement, shall continue in force
beyond the term provided therein as to the lands committed hereto
until the termination hereof.

(1) Any lease embrocing 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 terms of such lease shall apply separately to such
ségregated ﬁortions commeﬁcing as of the effective date herecof;

; provided, however, notwithstanding any of the provisions of this
agreement to the contrary any lease embracing lands of the State of
Mew Mexico having only a portion of its lands committed hereto shall
continue in full force and effect beyond the term provided therein

l >. ; ‘ ‘ as to all lands embraced in such lease, if 0il or gas is discovered
and is capable of being produced in paying quanfities from some
pért 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 oOr reworking operations 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 afe-being diligently prosecuted, and if they result in
the production 'of 0il or gas; said lease shall continue in full.
force and effecé as to:all of the lands émbracedktherein, so long -
thereafter as oil or gas in paying gquantites is bheing produced

from any portion of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be

! 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, or interest in land or leases subject hereto shall be

and hereby is conditioned upon the assumption of all privileges

and obligations hereunder by the grantee, transferee, or other
successor in interest. 'No assignment or transfer of any working
N interést, royalty,. or other interest subject hereto shall be binéinq

upon Unit Operator until the first day of the calendar month after

G o . . (21)
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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 Secretary and the Land Commissioner
or his duly authorized representative, and shall terminate five (5)
yeérs from said effective date unless:

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

(b) it is reasonably determined prior to the expiration of

incapable of production of unitized substances in paying quantities
in the formations tested hereunder and after notice of intention

to terminate the aéreement on such ground is given by the Unit
Operator to all parties. in intereét at their last known addresses,
the agfeement is terminated with the approval of the Supervisor

and the Land Commissioner, or

(¢} a valuable discovery of unitized substances has been made

the fixed term or any extension thereof that the unitized land is

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 subsﬁances are produced
in guantities sufficient to pay for the cost of producing same
from wells on unitized land within any participating area established
hereunder and, should production cease, so long thereafter as
diligent operations are in progress for the fesﬁoréﬁion of production
or discovery of new production and sqliong thereafterfas unitized
substances so discovered are produced as. aforesaid, or'

(@) it is,ferminated as heretofore provided in this agreement.
Tﬁis a@reeﬁéntﬁhéyjbe fefmiﬁéﬁéa at any time by nd; lcss, thant 75
pér’centum, oh an acreage sasis, of the working-interest cwners
signatory hereto, with £he,apptoVal of the Supervisor and the
Land ‘Commissioner; notice of any sucﬂ appfoval 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 to alter or modify from

time to time -in his discretion the quantity and rate of production-

2




under this agreement when such quantity and rate is not fixed

pursuant to Federal oxr State law or does not conform to any state-
wide voluntary conservation or allocation program, which is
established, recognized, and generally adhered to by the majofity
of operators in such State, such authority being hereby limited
to alteration or modifiéation in the public interest, the phrpose
thereof and the public interest to be served thereby to be stated
in the order of.alte;ation or modification. Without regard to
the foregoing, the Director is also hereby vested with authority
to alter or ﬁodify from time to time in his discretion the rate
of prospecting and development and the quantity and rate of.pro-
duction under this agreeﬁent when such alterationbor modification
is in the interest of attaining the conservation objectives
stated in this agreemént and is not in violation of any applicéble
Federal or State law. K |

Powers in this section vested in the Director shall only be
exercised aftef-notice to Unit Operator and opportunity for hearing
to be held not léss ﬁhan‘lS days from notice.

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

parties affected, have the right to appear for and on‘behalf of any
and all interest affected hereby before the Department of-the

Interior and the Commissioner of Pgblic Lands and to appeal from

. orders issued under the regulations of said Department or hand

Commissioner or to.épply for relief from ény Qf.said regulations

or in any proceedings relative: tc opegdtiohs-béfore the Department
of the Interior or.the‘Land\Commissioner or any other legally
coﬁstitufed.authority; provided, however, that any other interested
pérty'sﬁéll‘a;so have the right at his own expense to be heard in
anylsuch proceeding. "

23, NOTICES. All notices, demands, or statements required
hereunder to be given or rendered to the parties heretc shall be
deemed fully given if given in writing ard personally delivered Eé
the party or sent by postpaid reéisteied or certified mail, addressed

to ‘'such party or parties at their respective addresses set. forth in

k23);
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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.

24. NO WAIVER CF CERTAIN RIGHTS. Nothing is this agreement

contained shali be construed as a waiver by any party hereto of
the right to assert any legal or constitutional right or defense
as to the Validity or invalidity of any law of the State wherein
said unitized lands aré located, or of the United States, or
regulations issued thereunder in any way affecting such pafty,
or as a waiver by any such party of any right beyond his or its
authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agreement

requiring the Unit Operator to commence or continuc drilling or
to operate on or produce unitized substances from any of the' lands

covered by this agreement shall be suspended while the Unit Opérator

" despite the exercise of ‘due care and diligence, is prevented from

complying with such obligations, in whole or in part, by strikes,
acts of God, Federal, State, or municipal law or agencies,
unavoidéble accidents, uncontrollable delays in transportation,
inability to obfain necessary materials in open market, or o;her
matters beyond the reasonable'coptrol of the Unit Operator whether
similar to matters herein enumerated or.not., No unit obligation
which is suspended under this section shall become‘due less than
thirty (30} dayslafter it has been -determined that the suspensioﬂ.
is no longe? applicable. Determination of érediﬁable"“Unavoidablé
Delay" time shall be made by the unit operator éubject to apbroval

of the Supervisor and the Land Commissioner.

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

all the provisions of. section 202 (1) to (7) inclusive of EXecutive

Order 11246 (30'F{R. 12319)f»as amended, thch'are hereby incorporéted'

by reference in this agreement.

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

uniﬁized land shall fail and the true owner cannot in induced to join

J,
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in this unit agreement, such tract shall be automatically regarded

as not eommitted hereto and there shall be such readjustment of
i 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 interest subject thereto>
payment or delivefy on account thereof may be withheld without
liability for interest until the dispute is finally 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.shall be deposited as directed by

the Superyisor and such funds of the State of New Mexico shall

be deposited as directed by the LandJCommissioner, to be held as
~ 0 unearned money pendingefinal settlement of the ﬁitle dispute, and
gf”»““ ”f ) R ~ then épplied as earned or returned in accordance with such final
. settlement.

Unit Operator as such is relieved from any responsibility
"for any defect or failure of any title hereunder. -

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

any substantial intefest 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 tfact may withdraw said tract from
this agreeéent Ey written notice delivered to the SupeiviSOr( the
Land Commissioner, the State Commission, and the Unit Operator
prior to the approval of this agreement by the-Supefvisor. Any
oil or gas interest in lénds.within the unit area not committed
hereto prior to submission of this'agreeﬁent for final‘approval
may thereefte: be committed hereto by the ownerror owners thereof

subscribing or consenting to this agreement;, and, if the inlerest

'is a working interest, by the owner of such interest also
sﬁbscribing to the unit operating agreement.  After operationseare
commenced hereunder, the right of subsequent joinder, as provided

in this section, by a WOrking-inte:est owner is suﬁject to such

requirements or'approvals, if any, pertaining to such joinder, as
“may be provided for in the unit operatihg'agreement. After finai
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approval hercof, doinder by a nen-workiniy interest owner must:

be consented to in writing by the working-interest owner committed
hereto and responsible for the payment of any benefits that may
accrue hereunder in behalf of such non-working interest. A non-

! working interest may not be committed to this unit unless the
corresponding working interest is committéd hereto; Joinder to the
unit' agreement by a working-interest owner, at any time, must be
accompani.ed 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, the Land

T;Com'.‘.issicncr, and the State Commission of duly executed cjounterpé‘rts
of all or any papers necessary to establish commitment of ‘any

tract to this agreement unless objection to sucﬁ joinder is duly
made within sixty (60) days by the Supervisor, the Land Commissioner,
or State COmm'issi.on. j

29. COUNTERPARTS. This agreement mayv be executed in any

number of::\counterparté no. orie of which needs to be executed by
al.l parties or may be ratified or consented to by separate
instrument in writing spe‘cif‘icallvy referring hereto and shall be
; - biﬁding upon ail those parties who have executed such a counter-
part, ratification, cr consent hereto wi'ti,;h the same force and effect
as if all such parties had signed the same document and regardless
of whethe_r 6r not it is e'xecuted by‘ all other parties owning or
ciaiming an interest in the lands within the above-described L;’nit
‘area. |
_370. SURRENDER. Nothincj in this agreement shall prohibit the
evxercise by any working-interest owner of the right to"surrender
o _  ‘ _ ' : . vested in .suchvp,a'rty‘by any leasg, sublease, or operatir‘.g agreement
as te all or any part of the lands covered thereby, "provided that |
each party who will or might acquiré such working intefe'st by

such sﬁrrender’ or by forfeiture as hereafter set forth, is bound

(26)




by the terms of this aagreement.

If, as a result of any such surrender, the working interest

'rights as to such lands become vested in any party other than

the fee owner of the unitized substances, said party may forfeit
such rights and further benefits from operation hereunder as to said
land to the party next inﬁthe chain of title who shall be and become
the owner of such working interest.

If, as the result of ény such surrender or forfeiture, working
interest rights become vested in the fee owner .of the‘unitized_
substahces, such owner may :

(1) Accept thoSé wofking—intereéts rights subjeét to this
agreement and the unit operating agreement; or

(2) Leése the portion of such land as is included in a.
participating area”eStabiished'hereﬁnaer'subjéétrtoﬂtﬁis agreement
and‘the'unit operating agreement.

(3) Pfovide for the independent operation of any part of such

land that are not then included within a participating area

established hereﬁnder.
If the fee owner of the unitized substances does not accept
the working-~interest rights subject to this agreement and the unit

i

operating agreement or lease, such lands as above-provided within

six (6) months after the surrendered or forfeited Workihg—inferesf

rights become vested in the fee owner, the benefits and obligations
of operations accruing to such lands under this agreement and the

unit operating agreement shall be shared by the remaining owners

- of unitized working interests in accordance with their respective

working interest owherships, and such»owners or working interests
shéll cbmpéhsate the fee owner of‘uhitized substances in”éﬁch
lands by paying sumsvequal'tolthe rentais# minimum royalties, and
royalties applicable to such lands uﬁder the lease in effect when
the lands werefunitizéd.

An appropriatelaccounting and settlement shall bé made, for
alllbenefitS'acgruing to dr payments and expenditures made or‘

incurred on behalf of such surrendered or forfeited working interest

subsequent to the date of surrender or forfeiture, and payment of

éﬁy,ﬁdﬁéysffbﬁhd'toibe owihg 5y such an(accounting shall be made f
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as "‘between the parties within thirty (30) days. 1In the event
no unit operating agreement is in existence and a mutually
acceptable agreement between the proper parties thereto cannot
be consummated, the Supervisor may prescribe such reasonable
and equitable agreement as he deems warranted under the
circumstances.

The exercise of any right vested in a working-interest owner
to reassign such wori.ing interest to the party from whoﬁ obtained
shall be subject to ﬁhe same conditions as set forth in this
section in regard to the exercise of a right to surrender.

31. TAXES. The working-interest owners shall render and
pay for their account and the account of the rdyalty owners all

valid taxes on or wecasured by the unitized substances in and under

- or that may be produced, gathered, and sold from the land subject

to this contract after the effective date of'this agfeement, or
upon ﬁhe procéeds derived therefrom. The working-interest owners
on each tract shall and may chargé the proper proportion of said
taxes Lo Liiie royélty owiiers having interests in said tract, and
may currently retain and deduct sufficient of the unitized

substances or derivative products, or net proceeds thereof from the

alliocated share of each royalty owner to secure reimbursement for

AN

the taxes so paiﬁs No such taxes shall bé,charged to the United
States or the State of New Mexico or to any lessor who has a
contract'withAhis lessor who has a contract with his lessee which
requires the lessee to pay such taxes.:

32. NO PARTNERSHIP. It is expressly agreed that the relation

of the parties hereto'is that of independent contractors*énd

néthinq in thié agreement contained;'expressed, or implied,_por,

any operations conducted héreunder, shall create or be‘deéméa £o
have created a partnership or association between the parties héreto

or any-of them.

33. CONFLICT OF SUPERVISION. Neither the Unit Operator nor
the working-interest owners, nor any of them, shall be subject to
any forfeiture, tetmination, or expiration of any right hereunder

or under any leases or contracts subject hereto, or to any penalty

{28) -
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in this agreemenﬁ shall modify or change either the special Federal

‘Lease stipulations relating to surface management or such special

or liability on account of delay or failure in whole cr in part

to comply with any applicable provisions thereof to the extent
that the said Unit Operator or the working-interest owners, or any
of them, are hindered, delayed, or prevented from complying there=
with 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 representatives of the State of
New Mexico in and about any matters or things concerning which it
is required herein that such concurrence be obfained. 'The parties
hereto, including the State Commission, agree thatfall powers and
authority vested in the State Commission in and by any provisions
of this agreement are vested in the State Commission and shall be
exercised by it phrsuant to the provisions of the laws of the State
of New Mexico and subiect in any case to appéal’or judiciairfeview
as may now or hereafter be provided by the laws of the State of

New Mexico.

34. SURFACE AND ENYIRONMENTAL PROTECTION STIPULATIONS. Nothing

Federal Lease stipulations relating to surface and environmental
protection, attached to and made a part of, 0il ‘and Gas Leases

covering lands within the Unit Area.

IN WITNESS WHEREOF, the parties hereto have cause this agreement
to be executed and have set oppousite their respective names the

date of executions.

ATTEST: ' . INEXCO OIL COMPANY

BY: _ | . BY: . . i
ASEISTANT SECRETARY - . T WILLIAM G. GOODWIN ‘
VICE-PRESIDENT

MY

ADDRESS: 1100 Milam Bldg.
Suite 1900 )
. Houston, Texas 77002

STATE OF TEXAS ) : _ )
COUNTY OF HARRIS )
. Tho. fsrzgoing instrument was acknowledged before this |

day of | , 19 _, by WILLIAM G. GOODWIN who

is Vice-President of INEXCO OIL COMPANY, a Delaware Corporation,

for and on behalf of said Corporation. ' o

My Commission Expires:

Notary Public |
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EXHIBIT "B“
SCHEDULE OF LANDS AND LEASES -
BISON WALLOW UNIT AREA

ECDY COUNTY, NEW MEXICO

: . OVERRIDING . :
DESCRIPTION Pﬂme mmewaO. ;wmeOWOMbeM ﬁmmmmmowwmnowu NOMVHHKM , _,EOWNHZQHZH.

OF LANDS " EXP & DATE & PERCENTAGE AND PERCENTAGE ' DECIMAL & PERCENTAGE
o INTEREST o

T2583, wNwm 640.00 NM-14778 USA - 12.5 Mobil 0il Corp. . M. R. Latham Mobil OHH,WOHG.
Sec. 25: All 11-30-81 , 100.00% -004167 100.00%

C. D. &mwﬁwb
.005208"

Johrny M. Latham
004167 ,

Lajean Henry
.004167

,wHﬁm,Ewﬂwm Martin
.006250

Willijam A. Hudson
.007072.

mazwhmw.msamos~iuﬁ.\
Trustee -
-007072

Edward R. Hudson, Jr.
.002021

W. &. Probandt
.000501

Wm. ‘&. Ross
.00¢049

Robert L. Noah'
.000326

.050000

R




EXHIBIT "B" P;
BISON WALLOW UNIT AREA
EDDY COUNTY, NEW MEXICO

PAGE (2)

: : OVERRIDING
TRACT DESCRIPTION ACRES SERIAL NO. BASIC ROYALTY LESSEE 'OF RECORD ROYALTY § WORKING INT.
NQO. OF LANDS EXP & DATE & PERCENTAGE AND PERCENTAGE . DECIMAL. & PERCENTAGE
: INTEREST: K
2. 7258, R29E 1280.00 NM-14779 USA  12.5% Phillips Pet. Corp. W. G. Ross Phillips Pet. Corp.
Sec. 26: All 12-31-381 _ 100.00% -062500 oo 100.G0% K
Sec. 27: All ,
3. T25S, R29E 480.00 NM-0478352 Usa 12.5% Mobil 0il Corp. Shirley Birdsong ZOUHH,OHH Corp.
Sec. 34: NEX%,Sk% 8-31-80 100.00% .030000 100.00%
4. T25S, R29E 160.00 NM-0554228 USA  12.5%  Mobil Oil Corp. Erion E. Nowel Mobil 0il Corp.
Sec. 33: SWk 8-31-80 100.00% .025000 J00.00%
L. Clark Roark
.025000
5. TZ5S, R29E 160.00 NM-0554229 Usa  12.5% obil Qil Corp. Patricia Boyle  Mobil 0il Corp.
Sec. 33: SE% 8-31-80 100.00% .050000 - 100.00%
6. 7258, R29E 480.00 NM-0554230 USA  12.5% Mobil 0il Corg. ‘Bonnie J. Mobil 0il Corp.
Sec. 33: Nk 8-31-80 ‘ 100.00% Andrikopoulos ‘ 100.00%
Sec. 34: NWk% .050000
7. T25S, R29E ‘m»o.oo NM~0553796 Usa 12.5% Mobil 0il.Corp. A. G. Gueymard Mobil 0il Corp.
Sec. 35: All 8-31-80 100.00% -050000 100.00%
3. 'T26S, R29E 169.00 NM-18223 Usa 12.5% Sabine Prod. Co. Marjorie Smith Sabine Prod. Co.
Sec. m" EX%SEX% 5-1-83 " 100.C0% - ..050000 100.00%
Sec. 9: WENE% _ | -
S. - T26S, R29E 400.00 NM-11608 usa 12.5% Sabine Prod. Co. Victoria M. Blunt Sabine Prod. Co.
Sec. 4: WhSE%, 8-31-80 . 100.00% .020000 100.00%
SWk ‘ . :
Sec. 9: zzm Richard P. DeCmet
.030000
“!EEE s——
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EXHIBIT "B" PAGE (3)

‘BISON WALLOW UNIT AREA
EDDY COUNTY, NEW MEXICO

, OVERRIDING o :
TRACT DESCRIPTION ACRES . SERIAL NO. B&ASIC ROYALTY  LESSEE OF RECORD ROYALTY: & WORKING INT.
NO. OF LANDS EXP & DATE & PERCENTAGE AND PERCENTAGE " DECIMAL. & PERCENTAGE
INTERES?!
10. T26S, R29E 160.00 NM-13997 Usa 12.5% El Paso Nat. Gas Gloster Prcduction El Paso Nat. Gas
Sec. 3: NEk 6~-30-81 100.00% Properties, L7TD. 100.00%
: .062500 . -
1l. T26S, R29E 160.00 NM~-13997-A USA 12.5% - Sabine Prod. Co. .Qomm@w Falcout Sabine Prod. Co.
Sec. 10: NWx _6-3C0-81 100.00% .005000 100.00%
Edgar B. Stern, Jr.
.015000
Phillip M. Stern
.015000
Lester E. mmdeOW¢
.015000
.050000 X
12. T26S, R29E 160.00 NM-13636 Usa 12.5% Mar-Win Develop Co. NONE Mar-Win Develop Co.
Sec. 10: NEX% 4-31-81 100.00% 100.00%
13. T26S, R29E . , .
Sec. 4: NWkL, 240.00 NM-13636-A USA 12.5% Northern Nac'l Gas Mar-Win Dev. Co. Northern Nat'l Gas
WiNEX 4-31-81 100.00% .050000 100.00%
14.- T26S, R29E 400.00 NM-0556089 USA 12.5% Mobil 0il Corg. Tom Clark Mobil 0il Corp.
Sec. 3: Sk 8-31-80 100.00% .050000

Sec. 4: E%NEX

100.00%

A
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_ | EXHIBIT "B" PAGE (4)
| . BISON WALLOW UNIT AREA
| EDDY COUNTY, NEW MEXICO

. - : o , T OVERRID;ING | o
TRACT DESCRIPTION ACRES SERIAL NO. BASIC ROYALTY LESSEE OF RECORD: ROYALTY & SQNNHZO,HzamwmmH
NO. OF LANDS EXP -& DATE & PERCENTAGE AND PERCENTAGE "DECIMAL & PERCENTAGE M
_ ) _ INTEREST : S
1s. T26S, R2SE - 80.00 NM-0558281 - Usa 12.5% Mobil 0il Corp. Geo. Conley ‘Mobil 0il Corp.
- Sec. 9: E%NEX 8-31-80 . 100.00% 030000 100-00%
16. T26S, R2%E 160.00 NM-0277811 Usa 12.5% Mobil 0il Corp. Ilabelle Shanahan  Mobil 0il Corp.
Sec. 3: NWXk P - 8~31-890 100.00% . .050000 100.00%
TOTAL: 5,760.00 Acres Federal Lands; 81.8182% of Unit Area
STATE OF NEW MEXICO LANDS
17. T26S, R29E 640.00 LG-1083 State 12.5% Great Western Drlc. Co.  NONE Great Western Drlg Co.
S2c. 2: All 3-1-83 . 64.476% 64.476% R m
Davoil, Inc. o Davoil, Inc.
- 35.524% 35.524%
18. 255, R29E 200.00 1-4058-2 - State 12.5% Sabine Prod. Co. NONE Sabine Prod. Co. -
Sec. 36: SWi, 1-20-80 : 100.00% . . S 100.00%
SEX%NEX . :
1s. T25S, R29E 160.00 LG-6123 State 12.5% Inexco 01l Company NONE Inexco 0il Company
3ec. 36: NWk _ 12-1-88 " . 100.00% : ‘ 100.00%
20. ‘1258, R29E 280.00 LG-6325 mwmnm 12.5% Inexco 0il Company NONE . Inexco 0il oosvmbm
Sec. 36: N%NE%, 2-1-88 . 100.00% : - 100.00%
SWXNEX,
SE%

TOTAL: 1,280.00 Acres State of New Mexico Lands, 18.1818% of Unit Area
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w - EXHIBIT "B" PAGE (5)
i H BISON WALLOW UNIT AREA
EDDY COUNTY, NEW MEXICO

RECAPITULATION

5,760.00 ACRES FEDERAL LANDS, 81.81§2% of Unit Areca
1,280.00 ACRES STATE LANDS, 18.1818% of Unit Arsa

7,040.00 Vnwmm UNIT AREA 100.00% OF UNIT AREA
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BEFORE THE OIL CONSERVATION COMMTSSTON
STATE OF NEW MEXICO 'y

APPLICATION FOR APPROVAL OF
BISON WALLOW UNIT AGREEMENT
EODY COUNTY, NEW MEXICO

New Mexico 0il1 Conservation Commission
Santa Fe, New Mexico 87501

Comes the undersigned Inexco 0il Company, with offices at Houston, Texas and files
herewith one (1) copy of the proposed Unit Agreement for the deve]opment and operation
of the Bison Wallow Unit Area, Eddy County, New Mexico and hereby makes application for
approval of said Unit Agreement as provided by law, and in support thereof states:

1. That the proposed Unit Area covered by said Agreement embraces 7,040.00 acres
of land, more or less, more particularly described as follows:

T-25-S, R-29-E, NMPM T-26-S, R-29-E, NMPM
Section 25: A1l Section 2: All
Section 26: A1l Section 3: Al
Section 27: All Section 4: All
Section 33: All Section 9: N 1/2
Section 34: All Section 10: N 1/2

Section 35: All
Section 36: Al

n

ddv County, New Mexico

2. That of the lands embraced within the proposed Unit, 5,760.00 acres are lands
of the United States, being 81.8182% of the Area; and 1280.00 acres are State of New
Mexico lands being 18.1818% of the Area.

3. That Applicant is informed-and believes, and upon such information and belief
states, that the proposed unit area covers all or substantially all of the geological
feature involved, and -that in the event of a discovery of o0il and gas thereon, that
said Unit Agreement will permit the producing area to be developed or operated in the
interest of conservation and the prevention of waste of the unitized substances. -

4. That Inexco 0il Company is designated as the Unit Operator in said Unit
Agreement and, as such, is given authority under the terms thereof to carry on all
operatlons necessary for the development and operation of the Unit Area for 0il and gas
subjeci tv all QPP,,bub1h-1u,Q and regulations.  That.said linit Aagreement pravides for
the drilling of an Initial Test Well to a depth sufficient to penetrate the Pennsylvanian
Age Beds to 175 feet below the top of the Morrow "C" Zone, but applicant is not
obligated to drill said well in any event to a depth in excess of 14,400 feet.

5. That the applicant believes that in the event oil or gas is discovered in payIng‘

quantities on lands within the Unit Area, that the field or area can be developed more
econom1ca1]y and-efficiently under the terms of said Unit Agreement, to the end that
maximum recovery will be obtained of unitized substances and that said linit Aareement
is in the interest of conservation of prevention of waste as contemplated by tre New

. Mexico 0il Conservation rules and regulations.

6. That Application for Approval of said Unit Agreement has been filed with the
Commissioner of Public Lands.

7. That upon an ofder being entered by the Néw Mexico 0i1 Conservation Commission -
approving said Unit Agreement, and after approval by the United States Department of
Interior, an approved copy will be filed with the New Mex1co 0i1 Conservation o

Commission.

NHEREFORE the undersigned applicant respectful]y requests :that a hear1ng be-held

before an examiner on the matter of said Unit Agreement, and that upon said hearing,

_said Unit Agreement be approved by the New Mexico Oil Conservation Commission a3 being -

in the interest of conservation and the prevention of waste. Applicant respectfully
requests that th1s matter be heard at the first available hearing following this date.

RCEIVED

=

"*tm\, -

OlL CONSERVAT!ON DIVISION
FE .~

™~ SANTA




INEXCO OIL COMPANY

R . ) . . S — - ,A-.i/ rd - -

? BY: ;2%%;L,,—~7 %ﬁﬁiﬁég;‘*__" .

: WILLIAM G. GOODWIN, VICE~PRESIDENT
1100 Milam Building iz
Suite 1900

{ Houston, Texas 77002

! DATED THIS 15th DAY OF MARCH, 1979.
| | |
!

; Randolph M. Richardson, III
§ Attorney at Law

i P. 0. Box 819

i Roswell, New Mexico 88201

[ ] T EE——————.
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STATE OF NEW MEXICO
ENERGY AND MINFRALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. es1% (S19

Order No. K-5%9%/

APPLICATION OF TMEXCO OIL COMPANY

FOR APPROVAL OF THE BISON WALLOW n /<:7
( i
UNIT AGREEMENT, EDDY COUNTY, NEW MEXICO, l:AJQIG“
(/)Hiiéf \\

ORDER OF THE DIVISION

(“

/,‘ i ‘4“.' C// e
BY THE DIVISION: L TN

April 11

This cause came on for hearing at 9 a.m. on

19 79 , at Santa Fe, New Mexico, before Examiner Daniel S. Nutter
the

NOW, on this day of April , 1979 ,
Division Director, having ¢Qnsidered the testimony, the record,

and the recommendations of the Examiner, and being fully advised

in the premises,

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

law, the Division has jurisdiction of this cause and the sﬁbject.

matter thereof.

(2) That the applicant, _Inexco 0il Company ’
sccks appreval of the Bison wallow Unit Agreement
; . and
covering 7,040 acres, more or less, of State/ Federal

A Feex lands described as follows:

EDDY COUNTY, NEW MEXICO
HOWNSHIN 25 SadT, T2A0R F. 7.9 ECART, BmeMm
Sectians 25 h ATiAl
Section s 3»4*~ h3e:Atl
TOoWRH P 2L souTH, Ranie qumv, NMPM .
T Seetions R -v-we-__‘—,h a: Al
Saction 9

(3) That all plans” of'aeveloément and operation and creation
éxpansions, or contractions of participatlng areas or expansions
or contractions of the unit area, should be submitted to the

Director of the Division for approval.




.

Com

B et it St g s, o

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

1T IS THEREFORE ORDERED:

(1) That the Bison Wallow Unit Agreeme

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
relingquishing, in any manner, any right, duty, or obligation
which is now, or may hereafter be, vested in the Division to

supervise and control operations for the exploration and develop~-

‘ment of any lands committed t» the unit and production of o0il or

gas therefrom.

(3) That the unit operator sﬁall file with the Division 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 Division
within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or
ratified. |

(4) That all plans of development and operation, all unit
participating areas and expansions and contractions thereof, and
all expansions oxr contractions of the unit area, shall be
submitted to the Director of the 0il Conservation Division for
approval.

(5) That this order shall becomé effective upon the'épproval

of said unit agreement by the Commissioner of Public Lands for




State of New Mexico and the Director of the United States Geologi~-

cal Survey; that this oxder shall terminate ipso facto upon the

texrmination of said unit agreement; and that the last unit opera=-
tor shall notify the Division immediately in writing of such
termination.

(6) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.

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

above designated.




