Commtssioner o[ Bkhc Lemcls

ALEX J. ARMIJO P. O. BOX {148
COMMISSIONER March 26, 1980 SANTA FE, NEW MEXICO 87501
Yates Petroleum Corporation _ é)og§’c;'
207 South Fourth Street ‘
-—"/

Artesia, New Mexico 88210

Re: North Texas Hills Unit
Eddy County, New Mexico
TERMINATION

ATTENTION: Mr. Budd H. Hebert
Gentlemen:

Please be advised that the Commissioner of Public Lands has
this date terminated the North Texas Hills Unit, Eddy County, New
Mexico, pursuant to section 20(d) of the Unit Agreement. The
United States Geological Survey gave their approval of the Termination
September 21, 1979, effective as of August 28, 1979.

Please advise all interested parties of this action.

Very truly yours,

ALEX J. ARMIJO
COMMISSTIONER OF PUBLIC LANDS

BY:

RAY D. GRAHAM, Director
0il and Gas Division

AC 505-827-2748

AJA/RDG/s

cc: OCD-Santa Fe, New Mexicot////
USGS-Roswell, New Mexico
USGS-Albuquerque, New Mexico



Unit Name NORTH TEXAS HILL UNIT-EXPLORATORY

Operator YATES PETROLEUM CORPORATION

County EDDY
DATE OCC CASE MO, 6455— EFFECTIVE  TOTAL SECRECATION
APPROVED QCC ORDER —R=5937 DATE ACREAGE STATE FEDERAL ZEDIAN-FEE CLAUSE TERM
Commissioner Commission 3-/3-79 5,120.00 1,360.00 3,720.00 40.00 yes 5 yrs.

3-8-79 2-28-79
UNIT AREA
REMARKS :
HOSmeHw 21 SOUTH, RANGE 21 EAST, NMPM Federal Tract No. 5, 640.00 Acres not committed.
Sections 16 and 17: All
Sections 20 and 21: All ) . .
Sections 28 and 29: ALl .m,mm .H.H.m.nﬂ No. 10, 40.00 Acres not Committed.
Sections 32 and 33: All Total acres committed 4,430.00 86.727% of unit area
Total acres not committed 680.00 13.28% of unit area
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Unit Name

NORTH TEXAS HILL UN1s-EXPLORATORY

Operator YATES PETROLEUM CORPORATION
County EDDY

STATE LEASE INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP. RGE, SUBSECTION DATE ACRES NOT

: RATIFIE LESSEE
7 L-2635-2 C.S. 16 218 21E All 3-5-79 640.00 Stetco 69 Ltd.
8 1-2636-2 C.S. 20 218 21E E/2SW/4 3-5-79 80.00 Stetco 69 Ltd.
9 L-2637-2 C.S. 32 21s 21E All 3-5-79 640.00 Stetco 69 Ltd.



United States Department of the Interior

GEOLOGICAL SURVEY

Box 25046
Denver Federal Center
Denver, Colorado 80225

S
(2/¢¢£« 6g§g?6¢g?;

Yates Petroleum Corporation £ Vo
¢/o Mr. Randolph M, Richardson, III Lo
P. 0. Box 819 . R
Roswell, New Mexico 88201 _

Gantlemen:

Your application of January 23, 1979, filed with the U, S, Gaological
Survey office in Roswell, New Mexico, requests the designatien of
the North Texas Hills unit area, ewbracing 5,3120.00 agres, more or
less, Eddy County, New Mexico, as logically subject to explorstion
and development under the unitization provisiens of the Miperal
Leasing Act, as amended. o

Pursuant to unit plan regulations 30 CFR 226, the land requestad
as outlined on your plat marked "Exhibit 'A', North Taxas Hills
Unit Area”" 1s hereby designated as a logicai unit area.

The unit agreement submitted for the area designated should provide
for a well to test the upper 200 feet of the Mississippian or to a
depth of 8,100 feet. Your proposed use of the Farm of Agresment for
Unproved Areas will be accepted with the modificatisns vequested in
your application.

If conditions are such that further modification of satd standard
form is deemed necessary, three copies of the praposed modifications
with appropriate justification must be submitted to this office
through the 011 and Gas Supervisor for prelimtnary approval.

In the absence of any other type of land requiring spectal provisions
or of any objections not now apparent, a duly exssuted agreement
identical with satd form, modified as outlined aheve, will be approved
1f submitted in approvable status within a ressamable peried of time.
However, notice {s hersby given that the righ{ i% reserved to deny
approval of any executed agreement submit R8s, in our opinton,
does not have the full commitment of sufficieat lands to afford
effective control of operations in the unit ardl..




2

When the executed agreement is transmitted to Roswell for the Super-

visor's approval, imnclude the latest status of all acreage.

In preparation

of Exhibits "A" and "B", follow closely the format of the sample exhibits
attached to the 1968 reprint of the aforementioned form.

Imasmuch as this unft agreement {nvolves State land, we are sending
a copy of the letter to the Conmissioner of Public Lands, Santa Fe,

Kew Mexico.

Pleagse contact the State of New Mexico befere soliciting

Joinders regardless of prior contacts or clearances frem the State.

cc:
Comm. of Public Lands, Santa. Fe
NMOCD, Santa Fe/

Sincerely yours,

Regional Conservation Manager
For the Directer




United States Department of the Interior

/ GEPL(&GIQ&,‘ WEY

>/ ECEIVED , New Maxice 87125
R’ MAR 1 6 1979 'l ji

OIL CONSERVATION DIVISION

SANTA FE MAR 1 3 1979
S
Mr. Randolph M. Richardson /M’b U‘P
;;tgél ??xﬁﬁgalxiee 88201
Gentlemen:
One approved copy of the North Texas Hills unit a t. Eddy

County, New Mexico, with Yates Petroleum Corporation as unit
operator, is enclosed. Such agreement has bean assigned No.
14-08-0001-16923 and 15 effective as of this date, the same
day as approved.

You are requested to furnish all interested principals with
appropriate evidence of this approval.

Sincerely yours,

N Dl -l 00 e tea e e oo
Oiig. Signed - 0o oy v

PR P

011 and Gas Supervisor, SRMA
Enclosure
BLM Santa Fe (w/cy agr.)

NMOCB, Santa Fe (1tr. only) 6 @i Lopy ivg
Com. Pub. Lands, Santa Fe (1tr. on]_y)



- Unit Name = NORTH TEXAS HILL UNIT-EXPLORATORY
Operator YATES PETROLEUM CORPORATION
County EDDY
DATE OCC CASE K EFFECTIVE TOTAL SEGRE
APPROVED QCC ORDER NQO, R=-35937 DATE ACREAGE STATE FEDERAL SERIAN-FEE CLA
Commissioner Commission S- /3-79 5,120.00 1,360.00 3,720.00 40.00 yes
3-8-79 2-28-79
UNIT AREA
REMARKS:
TOWNSHIP 21 SOUTH, RANGE 21 EAST, NMPM .
Sections 16 end 17 ALl Federal Tract No. 5, 640.00 Acres not committed.
Sections 20 and 21: All - .
Sections 28 and 29: All .m_mm _H_H.m.on No. 10, 40.00 Acres not Committed.
Sections 32 and 33: All Total acres committed 4,430.00 86.72% of unit area
Total acres not committed 680.00 13.28% of unit area



Unit Name

NORTH _TEXAS HILL UNIT-EXPLORATORY

Operator YATES PETROLEUM CORPORATION
County EDDY
STATE LEASE INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP. RGE. SUBSECTION DATE ACRES NOT
RATIFIED LESSEE
7 L-2635-2 C.s. 16 21s 21E All 3-5-79 640.00 Stetco 69 Ltd.
8 L-2636-2 C.S. 20 21s 21E E/2sW/4 3-5~79 £ 80.00 Stetco 69 Ltd.
9 L-2637-2 C.S. 32 21s 21E All 3-5-79 640.00 Stetco 69 Ltd.



RANDOLPH M. RICHARDSON
OIL AND GAS LAND AND UNIT CONSULTANT
FEDERAL - STATE - FEE
P. O. BOX 819
ROSWELL, NEW MEXICO 88201

OFFICE 505 622-8801
HOME 505 622-7985

March 15, 1979

ECEIVED

In Re: North Texas Hills Unit Area
| MR 161979 Case No. 6455
ALY M . _
L CONSERVATION DIVISION Order No. R-5937
O SANTA FE - Wdﬁ
I/\ M
New Mexico 0il Conservation Commission f
P. 0. Box 2088

Santa Fe, New Mexico 87501
Gentlemen:

Pursuant to the captioned Unit and Order, I am now enclosing copy of letter
from the U.S.G.5. together with executed Unit Agreement showing approval by the
U.S5.G.S. and Commissioner of Public Lands.

This instrument is for your permanent files.

Please advise if you need any additional information at this time.

Yours truly,
P
/%%%
R. M. Richardson
RMR:dal

Enclosures



oo
United States Department of the Interior

GEOLOGICAL SURVEY

P. 0. Box 26124
Albuquerque, New Mexico 87125

ECEIVED WAR 131979
\ MAR 161979 U

pprer———

OlL CONSERVATION DlV\SlON

Mr. Randolph M. Richa SV FE
P. 0. Box 819
Roswell, New Mexico 88201

Gentlemen:

One approved copy of the North Texas Hills unit agreement, Eddy
County, New Mexico, with Yates Petroleum Corporation as unit
operator, is enclosed. Such agreement has been assigned No.
14-08-0001-16923 and is effective as of this date, the same

day as approved.

You are requested to furnish all interested principals with
appropriate evidence of this approval.

Sincerely yours,

o o S

0il and Gas Supervisor, SRMA

Enclosure
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RTIFICATION~--DETEEMIHATION

Pursuant to the authority vested in the Secretary of Interior, under
the act approved February 2%, 1920, 41 Stat, 4?7, as amended; 30 U. S. C.
secs. 181, et seq., and delegated to the 0il and Gas Supervisdrs of the
Geological Survey (33 F.R. 5812), 1 do hereby:

A. Approve the attached agreement for the development and operation

of th- Porth Texas Hille Unit Area,

State of New Mexico , County of Eddy.

B. Certify and determine that the unit plan of development and operation
contemplated in the attached agreement is necessary and advisable in the
public interest for the purpose ol more properly conserving the natural
resources.

C. Certify and determine that the drilling, producing, rental, minimum
royalty, and royalty requirements of all Federal leases committed to said
agreement are hereby established, altered, changed, or revoked to conform with

the terms and conditions of this agreement.

D 2 M,

0il andlgyé Superv1sor, United States Geological Survey

e
Dated Lo Lo ls .

Contract Number -~ - ~1. . =




FOR T DEVELOPREND AL CPR=ATLON

NORTH TEXAS HILLS UNIT

COUNTY OF BLLY

STATE OF

HO. !

THIS AGREEMENT, enterad into as of thve _15:th day of _ January

1979 , by and betweown the partics subscriving, ratifying, or consenting hereto,

and herein referred to as the "partics hoercio,”

WHEREAS, the partics horeto are the own ro of working, royalty, or other
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il and gas intercsts i £uni vazubocu oty this agreement; and

WHEREAS, the Mineral | oasing Act ol February 25, 1920, 41 Stat. 437, as
amended, 20 U. S. C. Secs. 181 et 30q., authorizs s Federal lessees and their re-
presentatives to unite with each other, or jointly or separately with others, in
collectively adopting and op~rating a coopcrative or unit plan of development or
operation of any oil or gas pool, fizld, or lik~: area, or any part thereof for the
purpose of more properly conserving the natural resources thereof whenever determined
and certificd by the Sccretary c¢f the Intorior te be necessary or advisnble in the
public interest; and

WHIREAS, the Commissioncr of Public lands of the State of New Mexico is
authorized bty an Act of the lrgislature (Szc. 7-11-29 N.M. Statutes 1953 Annotated)
to consent to or approve this agresment on trhnll ol the State of New Mexico, insofar
as it covers and includes lands and mineral interect of the State of New Mexico; and,

WHEREAS, the 0il Conseorvation Commizsio:n of the State of New Mexico is author-
ized by an Act of the Legislature (Chapter 72, laws of 1939, as amended by Chapter
193, Laws of 1937; Chapter 16€¢,laws ot 19015 i Chapter 168, Laws of 1949) to ap-
prove this agreement and the conservation provisions hereof; and,

WHEREAS, the parties hereto hold sufficient interests in the

North Texas Hills Unit Arca covering the land hereinafter des-

cribed to give reasonably effective control or operations therein; and
WHEREAS, it is the purpose of the partiec hereto to conserve natural resources,
prevent waste, and secure other benefits ottainable through development and operation

of the arza subjrct to this agr-.m-nt under the toerms, conditions, and limitations



herein oot taorvr g
NOW, THEREFORE, Irooconn Diornt o ot e oo st the promises herein

» -

contained, thk partioo Lo Lotrir respective interests

in the Lelow=de Ui o o ey ceid iy o 0 b el gy Chymnclves as follows:

- e G e e e

1. FUABLING ACT AT R TUATIONS . T T vl Lo ing Act of February, 29,

1920, as amern tedy, ouproa, actb o o uwit peors 0 e ot sy inceluding operating

and unit plan roealation:,

Lo

todvers ioo oy o o or o walid, pertinent, and

5

‘reasonat regulation: e alto oy iyt oo e poeeeptod and mado a part of

f

this agr.omnt ao (o Pogoreadl Ly v s v dations are not incond istent

with the torms of hile cogee oo oy s s b 00 =0 eral lawds, the oil and gas
operating rogulaticnn L Ciocn s w0 et areor governing drilling
and producing operaticns, not irnconcictent ol i toremy fwereof or the laws of the
State in which the noe-t aevel Tand o foss oy v buer by accepted and wade a part
of this agreqsment.

2. UNIY ARGAL Th tollowing doogerite el is e rely designated and recog-
i thee anit oare ad

nized as conctitu

T-21-5, R-21-z, NMPM
Secs. 16, 17, 20, 21,
28, 29, 32, 33; All

Containing 5,120.00 acres,
more or less.

Exhibit A" attached horoto 1s a map showinge th unit area and the boundaries and
indentity of tracts ang leas. s in gaid arca to Lo oxtent krown to the Unit Operator.
Exhibit "B" attachqd hersto ic a schedule showing to the extent known to the Unit
Operator the acreag:, piercentase, and kind of owrnership of 0il and gas interests

in all land in the unit areas However, uothing herein or in said schedale or map
shall ve constrod v oo repres ntation by any varty hercto we to the owncership of
any interost othrr than cuch Luterest or irtorests a are shown in said map cr
scheduls as owned by sacn pariy. Exhibite "AT and "B" shall be revised by thne Unit
Operator wihronever changes o bt wnit area ronder cach revision nacessary when re-

quested by the 01l and Gas Sup rvisor, hercinalt.r referred to as "Supervisor,' or

aeated by the Conmissisner of Public ol the State of New Mexicc.

when re
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hereinafrer rcit-rred fo as "Laud Commiscionor,' ard not less thar five (5) copies

~

of the reviosd bxhibits chall e filed with “he Jupervisor and orce (1) copy “here-

of shall bt~ il

i with the Land Commissioncr, rud once (1) copy with the New HMexico
0il Conservation Commission, acrcinaf*er roferr-d to as “"State Commission."

The: abewve-tdescribed unit area shall, whsn practicable, be expanded to include
therein any additional lands cir chall be contracted to exclude lands whenever such
expansion or contraction is deonmed to be neccessary or advisable to conform with the
purposes of this agreement. Such expansion or contraction shall be effected in the
following mann~r:

{a)} Unit Operator, on :ts own motion or on demand of the Director of the
Geological Survey, hereirnafter referred to as "Uirector," or on demand of the Land
Commissicner, after preliminary concurrence by the Director, shall prepare a notice
of propos=d expansion or contraction dcscriving the contemplated changes in the
boundarics oi thz unit area, the reascons ther-for, and the proposed effective date
thereof, prefcrably, the first day of a month subsequent to the date of notice.

(b) Said notice shall be deliveresd to the Supervisor, the Land Commissioner
and the Stats Cemrmission, and copies tnereot malled to the last known address of
each working-intersst owner, l-ssce, and lessor whose interests are affected, ad-
vising that thirty (%0) duys w11 be allow for submission to the Unit Operator of
any objeclicr.s.

(¢) Upon ecxpiraticn of the %0-day poriod provided in the preceding item
(b) hereof, Unit Operator shall 7ile with the Supervisor, the Land Commissioner,
and the State Commission, evidrenes of mailing of the notice of expansion or con-
traction and a copy of any objections thereto which have been filed with the Unit
Operator, together with ar application in suflicient number, for approval of

such expansicn or contraction and with appropriate joinders.

—
[oF
~—

After due considerabtion ol all pertinent information, the expansion or
contraction shall, upon approval by the Superviszor, the Land Commissioner, and State
Commission, become effective as of the date prescribed in the notice thereof.

(e) A1l legal subdivisions of lande (i.-., L0 acres by Government survey
or its nearest lot or tract canivalent; in instances of irregular surveys unusually
large lots or tracts chall be considered in maltiples of M0 acres or the nearest

aliguot equivalent therccf), ro parts of which are entitled to be in a participating

tre eifective date of the first initial

-y

area on or before the fifth anniversary o
participating arca c¢stablished under this uni- agreesment, shall be eliminated auto-

matically ‘rom thic agrooment, otficctive ac of sald fifth anniversary, and such lands



shall no longer be o vpari of tie anit aren ool no longer be subject to

this agresmernt, unl.ss dilipe ot driliifes oporrcicns ave in progress on unitised
lands not <niitled to participotion on cld Joon osandiversary, ia which event all
such lands shall reomain subicoov hercts for croas guoh drilling operations

are continued diligently, with ol mors i o0 dngye!' time clapsing between the
completion cf one such woell nre whe comme o Lot the next cuch well., All legal
subdivigions ¢ lands not cnticledd So b o waptDsipating arca within 10 years
after the effective date ot rirot dnitial poriicipating area approved under
this agreoment shall b asteonationlly odimiy : v this agresmoent as of said

tenth annivercary. A1l lando

b

a“ter the afeoresaid fiveo-yoar po
manner as during said {ive-yoar
operations ceas<, all non-partic
effective as of the 91st day b

I

after the effective

date of any
minated to the zatisfaction or t
promptly notify all parti- o in i

1f conditions warrant ext

subsection n

a single exton

by consent of the owters of 9O
cipating unitized lands and the

(exclusive of the basic royal:iy

unitized lands with approval of
extension application iz submitt

e

later then 60 days prior to the
Any expansion ol ths unit

lands therctofore eliminated per

commitment

sidered automatic or

3.

s

UNITIZED LAND AND ULITIZED SUBSTAI

oved productive 1w ailigent drilling operations
riod chall t rerticipating 1 the same
period, ow i, st sucn diligent drilling
ipating lorac ciall be automatically eliminated
roeatter. ihe ounit operator shall within 90 days

~limiration hoer-undsr, describe the area so eli-

ryioor

Y

=

e v Landg Commissioner and

inTorest.,

ernslon ot tie Un-=year period specified in this
sion oif not te xeood two years may be accomplished

of the working interests in the current non-parti-

owners of £07 o the busic royalty interests
irtercsts of the lnited States) in nen-participating

th» Dircctor and land Commissioner, provided such

cd to the birccuor the Land Commissioner not

and

cxpiration of =aid tun-year period.

arsa pursusnt to this section which embraces

suant to this =3t

section 2 (e) shall not be con-

roecommitiment of such lande.

CrS5.  All land committed to this

agreement shall constitute lanc

subject to this agreement.' All

unitized land are unitized under

"unitizoed substances."

4, UNIT OPERATOR.

rietoerred to hers

in as "unitized land" or "land

o1l and gas in any and all formations of the
tne terms of this agreement and herein are called

YATES PETROLEUM CORPORATION

is hereby designated as Unit Opc

rator and by signature hereto as Unit Operator



agrees and
discovery,
Whenever ”
Unit Operator
substances, arnd

refer to U

by

S

is ownad

I
e

consento

.
doevelopmy

reloren

nin Operator ao

HESTGUATION OR RuMOVAL

cieodutlen and ouligations of Unit Oprrator for the

ut, cnitivod substances as herein provided.

ce is nade aeroin to the Undi Operator, such reference means the
acting in th capacity and not as an owner of interest in unitized

the term "wo cwner whiern used shall include or

a working interest when such an interest

OI" UnI® OPLiA20R.  Unit Operator shall have the

right to resign

areas hor<under,

Unit Operator {r

Operator's

to resign has Lo

Supervicor and

"

are place
required
lands, unlecos

have tsken over

at any ilime a participating areca or

effective

tut such resignation omoe se as to releasc\

om the autles and obligaticrs o1 Unit Operator and ferminate Unit
5) months after nctice of intention

all workirg-interest owncrs and the

he land Commigoicnsr, and until all wells then drilled hereunder
satlisiaccory condition for susprousion or abandonment whichever is

Supervisor as to Federal lands and the State Commission as to State

Ny Unit Operanor have o7 1 szlected and approved and shall

and assumed th- atles and obtligations of Unit Operator prior to

the expirastion of said p riod.

Unit Operator snall nave the riglh to reuign in like manncer and subject to

like limitations as above proviu-d at any time a participating area estabvlished
hereunder is 1n existenco, but. in all instances: of resigration or removal, until

a successor unit operator 1o coiect.d ana approved as hercinafter provided, the

working-intorest ownrrs shall Lo jointly rocponsible for performance of the duties

of unit oporater, and chall not later than 20 jays befors such resignation or re-

moval becomes eifective appoint a common agert to represent them in any action to

be taken hoerecunder.
The resignation of IUnit Operator shall not release Jnit Operator from any

liability for any defaull by it hercunder occurring prior to the offective date

of its resignation.

The Unit Opzrator may, .pon default or failure in the performance of its

duties or obligations her-under, be o L r-moval by the same porciontage vote

of the ocwners of working irter:sts as horein provided for the selection of a new

Unit Operator. buch removal slall ve eifoctivye

ard the T.arnd CAarms coarnnar

upon notice thereof to the Supervisor



Thez resignation or removal ol Unit Op-rator under this agreement shall
not terminate Qte right, Citl, or interest oo the owner o! a working interest or
other interest in unitized substances, but upon the resignation or removal o Unit

Operator tecoming eftfective, such Unit Operator shall deliver possession of all

¢

N

wells, equipment, materials, and appurtenance s used in conducting the unit opera-
tions to the new duly qualified succegsor Unit Oporator or to the common agent,

if no such new Unit Operator is elected, to te used for the purpose of conducting
unit operations herounder.  Nothirg herein shall be constrauacd as authorizing re-
moval of any mat.rial, equipm:nt, and appurtcnarcss necded for the preservation of
any wells.

6. SUCCHSSOR UNLIT OPERAYOR.  VWhenever the Unit Operator shall tender his

or its resigration as Unit Operator or shall be removed as hereinabove provided,
or a change cf Unit Operaleor 1o negotiatod by workirg-inteorest owners, the owners
of the workirg interests in the participating areca or arcas according to their re-
spective acreage interests in suech participating area or areas, or until a parti-
cipating ar~a shall have been stablished, the owners of the working interests
according to their respecliv- acroage intorcoto in all unitized land, shall by
majority vote select a succossor Unit Operator: Provided, That, if a majority
but less than 75 per cent of ihe working intirests qualified to vote arc owned by
one party to thnis agreem:nt, a concurring vot: ol one or more additional working
interest cwners shall be reguired to select s new operator. Such selection shall
not becom - offcctive until

(z) a Unit Operator so sclectod shall accept in writing the duties and
responsibilities of Unit Opwravror, and

()  the scioction shall have been appravesi by the Supervisor and approved
by the Land Commissioner.

1

If no successor "nit Operator iz selocted and qualified as herein provided,

the Director and the Land Commicsioner, av hoir clection, may declare this unit

agreement terminat.d.

.
joe

7. CCOUNTING PROVISIONS AND UNIT OPHPATING AGREEMENT. If the Unit Operator

is not the sole owner of workirg interests, costs, and expenses incurred by Unit
Operator in conducting unit operations hercunc r shall be paid and apportioned
among and torne by the owners ¢! working intqrosts, all in accordance with tle
agreement or agreoments nteroo into by and b tween the Unit Operator and the

owners of working intereoto, wiother one oy moroe, separately or collectively., Any

agrecieent or agroements cnteren into botween U working-interest owners and the



Unit Oprrator as provided in this section, whether one or more, arc herein referred
to as the "unit operating agrecement.'"  Such anit operating agreement shall also
provide the manner in which the working-intorest owners shall be entitled to re-~
ceive thedr respective proportionat. znd alicestod share of the bencfits accruing
hereto in conformity with thelr underlying op. rating agrecments, leases, or other

independent contracts, and such other rights and cbligations as between Unit Operator

Y

"nd the worxking-interest ownsrs ags may be acro-d upon by Unit Operator and the
working-intercst owners; however, no such unit oprrating agreement shall be deemed
either to modity any of the terms and conditicns of this unit agreement or to re-
lieve the Unit Operator otf any right or otliguation established under this unit
agreement, and in case oI any irconsistency or conflict betweern this unit agreement
and the unit oporating agreement, this unit asgreement shall govern. Three true
copies of any unit operating agreement executed pursuant to this section should -~
be filed with the Supervisor and one true copy with the Land Commissioner, prior to
approval of this unit agreement.

8. RIGHTS AND ORLIGATIONS OF UNIT OPFRATOR. Except as otherwise specifically

provided herein, the exclusive right, privilege and duty of exercising any and all
righté of the parties hercto which are necessary or convenient for prospecting for,
producing, storing, allocating, and distributing the unitized substances are here-
by delegated to and shall be exercised by the Unit Operator as herein provided.
Acceptable cvidince of title to said rights shall be deposited with said Unit Opera-
tor and, togrther with this agreement, shall constitute and define the'rights,
privileg.s, and obligations of Unit Operator. Nothing herein, however, shall be
construed to transfer title to any land or to any lease or operating agreement,

it being understood that und.r this agrecment the Unit Operator, in its capacity

as Unit Operator, shall exercise the righte 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 adequate test well at a location
approved by the Supervisor, i: on Federal land, or by the Land Commissioner, if on
State land, unless on such eflective date a well ic being drilled conformably with
the terms hereof, and thereafter continue such drilling diligently until the

top 200 (two hundred) feet of the Mississippian formation has been

tested , or until at a les:cer

depth unitizcd substances shall be discevercd vwhich can be produced in payirg



(uantitics (fto-wit: quantiti- o tricient o e b e te o drilling, complet-

ing and producing cperalions, with ooroarn o Sih)ocr the Tindt Opcratbr shall,
at any time, -stablicn so the covioratd oo e S Dopervisor F on Yederal land, or
the Land Commissicr.r it on Duoo lrosh, it Do dpeliling of saia well would
be unwarrant 4 or donre ot lesd L oproviobocig core taar it Gperntor ohall not,

in any cvent, booveguired to driilocana w b0 s b pri i exeess o 8,100

feet. Until ine discow vy of

veoocapnrly of being

“produced in paying gquantiti- o, b Unit Upseator cnnllocont

e

g drilling diligently
cne well at a <ime, allowine ool more Lo i o) woribe botwoen the completion

of one w11 and the Deginning 21 the next w-ily cotdl o0 well capable ¢f producing

unitized substances in paying quantitics [ wiplatod to the satisfaction of said
Supervisor if it be on tederal lond or of tre oand Commissioner if on State land,
or until it i reascnably proved that ths. uritisd land 1s incapable of producing
unitized subclances in paying quantitico i tormations drilled hercunder.
Nothing in this cection shall e decmed to Timit the right of the Urit Operator to
resign nas provided in Soction 5 ber-of) or s preqairing Unit Opoerater to commence
or continue any drilling daring thee pericd poreling cuch resignation becoming ef-
fectivé in order to comply wica the roguireroso o0 this section.  The Director
and Land Conmissioner wny modily the dritlirg requirements of this scction by
granting rezsonable ext noions of time wuen, irn thelr opinion, such action is
warranted.

Upon failurs to commen:: any well provid.-i for in this section within the
time allowed, including any «tension of time granted by the Supervisor and the
Land Commissioner, this agreonent will autormatically terminate; upon failure to
continue drilling diligently any well commenced hereunder, the Supervisor ani the

Land Conmmiiscioner may, arfter ‘1>-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 Operator shall submit 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 Commission, shall constitute the further drilling and operating obligations
of the Unit Operator under this agreement for the period specified therein. Thereafter,

from time to time before the expiration of any existing plan, the Unit Operator shall



submit for the approval ol the lupervisor, 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 thereof capabls of producing unitized substances in paying
quantities in each and every proiluctive formation and shall be as complete and
adequate as the Supervisor, the Land Commissioner, and State Commission may determine
to be necessary for timely development and proper conservation of the o0il and gas
resources ¢f the unitized area aad 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 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 interests of all parties to this agreement. Reasonable diligence
shall be exercised in complying with the obligations of the approved plan of develop-
ment. The Supervisor and the Land Commissioner are authorized to grant a reasonable
extension of the six-month period herein prescribed for submission of an initial
plan of development where such action is justified because of unusual conditions
or circumstances. After completion hereunder of a well capable of producing any
unitized substance in paying quantities, no further wells, except such as may be
necessary to alford protection against operations not under this agreement and such
as may be specificélly approved by the Supervisor, the Land Commissioner, and State
Commission, shall be drilled except in accordance with a plan of development approved
as heréin provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of pro-

ducing unitized substances in paying quantities or as soon thereafter as reqguired by
the Supervisor, the Land Commissioner, or the State Commission, the Unit Operator
shall submit for approval by the Supervisor, the Land Commissioner, and State
Commission a schedule, based on subdivisions of the public-land survey or aliquot
parts therecf, of all land then regarded as reasonably proved to be productive in
paying quantities; all lands in said schedule on 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 th= effective date of this unit agreement,
whichever is later. ‘flhe acreages of both VFederal and non-Federal lands shall be
based upon appropriate computations from the courzes and distances shown on the last
approved public-land survey as of the effective date of each initial participating
area. Said schedule shall also sel 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 production 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 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 Supervisor, the Land Commis-~
sioner, and the State Commission. When production from two or more participating
areas, so established, i1s subseqguently found to be from a common pool or deposit
said participating areas shall bz combined into one, effective as of such appropriate
date as may be approved or prescribed oy 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 then regarded
as reasonably proved to be productive in paying quantities or necessary for unit
operations, or to exclude land tien regarded as reasonably proved not to be productive
in paying quantities and the schedule of allocation percentages shall 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 apvropriate 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 de-
pletion of the unitized substances, except that any participating area established
under the provisions of this uni: agreement shall terminate automatically whenever all
completions in the formation on which the participating area is based are abandoned.

It is the intent of this se:tion that a participating area shall represent the
area known or reasonably estimated to be productive in paying quantities; but regard-
less of any revision of the pariicipating area, nothing herein contained shall be
construed as requiring any retroactive adjustment for production obtained prior to
the effective cate of the revision of the participating area.

In the absence of agreement at any time between the Unit Operator and the
Supervisor, the Land Commissioner, 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 Lo the owners of working
interests and the Supervisor and the Land Commissionef. Royalties due the United
States shall be determined by the Supervisor for Federal lands and the Land Commis-
sioner for the State lands and the amount thereof shall be deposited, as directed by
the Supervisor and the Land Commissioner, to be held as unearned money until a
participating area 1is finally approved and then applied as earned or returned in
accordance with a determination of the sum due as Federal and State royalty on the
basis of such approved participating area.

Whenever it is determined, subject to the apprdval of the Supervisor, the Land
Commissioner, and State Commission that a well drilled under this agreement is not
capable of production in paying juantities 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 working-interest owners,
be allocated to the land on whica the well is located unless such land is already
within the participating area eslablished for the pool or deposit from which such
production is obtained. Settlemznt for working interest benefits from such a well
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
guantities shalil be deferred until an initial participating area is established as a
result of the completion of a well for production in paying quantities in accordance
with Section 9 hereof.

12. ALLOCATION OF PRODUCTION. 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 unitized area for drilling, opera-
ting, camp, and other production or development purposes, for repressuring or
recycling in accordance with a plan of development approved by the Supervisor, Land
Commissioner, and State Commission, or unavoidable lost, shall be deemed to be pro-
duced equally on an acreage basis from the several tracts of unitized land of the
participating area established for such production and, for the purpose of determining
any benefits accruing under this agreement, each such tract of unitized land shall have
allocated to it such percentage 2f said production as the number of acres of such
tract included in said participating area bears to the total acres of unitized

land in said participating area, except that allocation of production hereunder

for purposes other than for settlement of the royalty, overriding royalty, or

payment out of production obligations éf the respective working-interest owners,

shall be on the basis prescribed in the unit operating agreement whether in con-

formity with the tasis of allocation herein set forth or otherwise. It is hereby

-11-



agreed that production of unitized substancee from a participating area shall be
allocated as provided herein rogardless of whether any wells are drilled on any
particular part or tract of sald participating arca. If any gas produced from

one participating area is used for repressuring or recycling purposes in another
participating arca, the rirst gas withdrawn trom such last-mentioned participating
area for cale during the 1life ol this agreement shall be considered to be the gas
so transfoerred until an amount «qual to that transferred shall be so preduced for
sale and such gas shall be allocated to the parti;ipating area from which initially
produced as such areca was last defined at the time of such final production.

1%. DEVELCPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. Any

party herecto owning or controlling the working interest in any unitized land having
thereon a regular well locatiocn may with the approval of the Supervisor and the
Land Commissioner, at such par:y'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 participating arca has been establiched if such
location is not within sald participating arca, unless within 90 days of receipt

oi 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.

If any well drilled as aforesaid by a working-interest owner results in
production such that the land ipon which it is situated may properly be included
in a participating area, such participatinrg ar<a shall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms ol this agreement and the unit operating
agreement.

If any well drilled as aforesaid by a working-iﬁterest owner obtains pro-
duction 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 pro-
duced by the party drilling the same subjecct 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 lcase 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 here-
under shall bereafter be cntitled to the right to take in kind its share of the

unitized substances, and the Unit Operator, or the working-intcrest owner in case



of the operation of a well by a working-inter ot owner as herein vrovided for in
special cases, shall make deliveries of such royalty share taken in kind in con-
formity with the applicable contracts, laws, awd regulations.  Settlement for roy-
alty interest not taken in kind shall be made by working-interest owners responsible
therefor under existing contracts, laws, and rogulations, or by the Unit Operator,
on or before the last day of cach month for uritized substances produced during

the preceding calendar month; provided, howev.r, that nothing herein contained

shall operate to relieve the lessecs of any land from their respective lease obli-
gations for the payment of any royalties dus undoer their leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area hereunder, for usc in repressuring, st;mulation of
production, or increasing ultimate recovery, in conformity with a plan of opera-
tions approved by the Supervisor and the Land Commissioner, a like amount of gas,
after settlement as herein provided for any gas transferred from any other parti-
cipating area and with appropriate deduction for loss from any cause, may be with-
drawn from the formation into which the gas is introduced, royalty free as to dry
gas, but not as to any products which may be cxtracted therefrom; provided that
such withdrawal shall be at such time as may be provided in the approved plan of
operations or as may otherwise be consented to by the Supervisor and the Land
Commissioner as conforming to good petroleum «nginéering practice; and provided
further, that such right of withdrawal shall tcrminate on the termination bf this
unit agreement.

Royalty duec the United States shall be computed as provided in the operating
regulations and paid in value or delivered in kind as to all unitized substances
on the basis of the amounts thereof allocated to unitized Federal land as provided
herein at the rates specified in the respective Federal leases, or at such lower
rate or rates as may be authorized by 1awror 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 acccrdance with the operating regulations
as though each participating area were a single consolidated leas=.

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 mininum royalties due on leases committed

hereto shall be paid by working-interest owncrs responsible therefor under existing

contracts, laws, and regulations, provided that nothing herein contained shall
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operate to relicve the lessees of any land trom their respective lease obligations
for the payment of any rental or minimum royalty due under their leases. Rental
or minimum royalty for lands ol the United States subject to this agreement shall
be paid at the rate specilied in the respective leases from the United States un-
less such rental or minimum royalty is waived, suspended, or reduced by law or by
approval of the Secretary or his duly authorized representative;
Rentals on State of New Mexico lands subject to this agreement shall be

paid at the rates specificd in the respoctive leases.

| With respect to any lease on non-Federal land containing provisions which
.would terminate such lease unlicss drilling operations afe commenced upon the land
covered thercby within the time therein specificd or rentals are paid for the pri-
vilege of deferring such drilling operaticns, the rentals required thereby shall,
notwithstanding any other provision of this agroement, be deemed to accrue and be-
come payable during the term thereofl 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 participating area.

16. CCNSERVATION. Operations hereunder and production of unitized substances

shall be conducted to provide for the most economical and =fficient recovery of
said substances without waste, as defincd by or pursuant to State or Federal law
or regulation.

17. DEAINAGE. The Unit Operator shall take such measures as the Supervisor
and Land Commissioner deem appropriate and adrquat: to prevent drainage of unitized
substances from unitized land by wells on land not Subjecf to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND FXTENDED. The terms, conditiomns,

and provisions ot all leascs, subleases, and other contracts relating to exploration,
drilling, development, or operation for oil or gas on lands committed teo this agree-
ment are hereby expressly modified and amended to the extent 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 Séntf lrases, shall and cach by his ap-
proval hercof, or by_the approval hereof by his duly authorized representative,

does hereby establish, alter, change, or revoke the drilling, producing, rental,
minimum royalty, and royalty requirements of Federal and State leases committed
hereto and the regulations in respect thersto to conform said requirements to the

provisions of this agreement, ond without limiting the generality of the foregoing.



all leases, subleases, and conlracts are particilarly modificd in accordance with

the following:

(a) The development and operation of lands subject to this agreement under

the terms therof shall be deem-—d full performance of all obligations for develop-

t
ment and operation with respect to each and .very separately owned tract subject
to this agreement, regardless of whether therc is any development of any particu~
lar 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 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) Suspension of drilling or producing operations on all unitized lands
pursuant to direction or consent of the Secretary and the Land Commissioner, or
his duly authorized répresentative, shall be deemed to constitute such suspensionr
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 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
States and State of New Mexico committed to this agreement, which, 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 continued in full force and
effect for and during the term of this agreem=nt.

(¢) Any Federal lease ivor a fixed term of twenty (20) years or any renewal
thereof or any part of such legse thch is main subject to this agreement shall con-
tinue in force beyond the term provided therein until the termination hereof. Any
other Federal lease committed heretc shall coatinue in force beyond the term so
provided therein or by law as to the land committed so long as such lease renains
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 arc 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 paving guantities 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 provided therein so that it shall be continued in full force
and effect for and during the term of the underlying lease as such term is herein
extended.

(g) The segregation 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 the Act of September 2, 1960 (74 Stat. 781-784):
"Any (Federal) lease heretofore or hereafter committed to any such (unit) Plan em-
bracing lands that are in part within and in part outside of the area covered by
any such plan shall be segregated into separate leases as to the lands committed
and the lands not committed as of the effective date of unitization: Provided
however, that any such lease as to the nonunitized portion shall continue in force
and effect for the term thereoi but for not less thén two years from the date of
such segregation and so long thereafter as oil or gas is produced in paying quanti-
ties."

(h) In the event the Initial Test Well is commenced prior to the expiration
date of the shortest term State Lease within the Unit Area, any lease embracing
lands of the State of New Mexico which is made subject to this agreement, shail
continue in force beyond the term provided therein aé 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 hereto, shall be segregated as to the protion com-
mitted and the portion not committed, and the terms of such lease shall apply
separately to such segregated protions commencing as of the effective date hereof;
provided, however, notwithstanding any of the provisioﬂs of this agreement to the
contrary any lease embracing lands of the State of New Mexico having only a portion
of its lands committed hereto shall continue in full force and effect beyond the
term provided therein as to all lands embraced in such lease, if oil or gas is dis-
covered and is capable of being produced in paying quantities from some part of
the lands embraced in such lease at the expiration of the secondary term of such
lease; or if, at the expiration of the secondary term, the leasee or the Unit Opera-
tor 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
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remain in full force and effec®t so long as such operations are being diligen:ly
prosecuted, and if they result in the production of oil or gas; said lease shall
continue in full force and effcct as to all ol the lands embraced therein, so long
thereafter as oil or gas in paying quantities is being produced from any portion
of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be 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 infterest 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 trans-
fer of any working interest, royalty, or other interest subject hereto shall be
binding upon Unit Operator unt:l the first day of the calendar month after Unit
Operator is furnished with the original, photostatic, or certified copy of the

instrument of transfer.

20, LFFECTIVE DATE AND "ERM. This agreement shall become effective upon
approval by the Secretary and the Land Commissioﬁer or his duly authorized repre-
sentative, and shall terminate five (5) years from said effective date unless

(a) such date of expiration is extended by the Director and the Land Com-
missioner, or

(b) it is reasonably determined prior to the expiration of the fixed term
or any extension thereof that the unitized land is incapable of production of uni-
tized substances in paying quantities in the Zormations tested hereunder and after
notice of intention to termirate the agreement on such ground is given by the Unit
Operator to all parties in interest at their “ast known addresses, the agreement
is terminated with the approval of the Supervisor and the Land Commissioner, or

(c) a valuable discovery of unitized substances has been made or accepted
on unitized land during said initial term or any extension thereof, in which event
the agreement shall remain in «ffect for such term and so long as unitized substances
are produced in quantities 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 restcration of production or discovery of new production and so long there-

after as unitized substances so discovered are produced as aforesaid, or



(d) it is terminated as heretofore provided in this agreement. This agree-
ment may be terminated at any Time by not less than 75 per centum, on an acrcage
basis, of the working-interest owners signatory hereto, with the approval of the
Supervisor and the Land Commissioner; 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 :s

hereby vested with authority to alter or modify from time to time in his discretion
the quantity and rate of production under this agreement when such quantity and

rate is not fixed pursuant to TFederal or 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 majority of operators in such State, such authority
being hereby limited to alteration or modification in the public interest, the pur-
pose 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 to alter or modify from time to time in his dis-
cretion the rate of prospecting and development and the quantity and rate of pro-
duction under this agreement when such alterazion or modification is in the interest
of attaining the conservation objectives stated in this agreement and is not in
violation of any applicable Federal or State law.

Powers in this section vested in the 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 interests affected hereby
before the Department of the Interior and the Commissioner of Pulbic Lands and to
appeal from orders issued under the regulations of said Department or Land Commis~
sinner or to apply for relief irom any of said regulations or in any proceedings
relative to operations before the Department of the Interior or the Land Commission-
er or any other legally constituted authority; provided, however, that any other
interested party shall also have the right at his own expense to be heard in any
such proceeding.‘

23. NOTICES. All notices, demands, or statements required hereunder to be
given or rendered to the partics hereto shall be deemed fully given if given in
writing and personally delivered to the party or sent by postpaid registered or

certified mail, addressed to such party or parties at their respective addresses



set forth in connection with the signatures hereto or to the ratification or con-
sent 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 OF CERTAIN RIGHTS. Nothing in this agreement contained shall

be construed as a waiver by any party hereto of the right to assert any legal. or
constitutional right or defense as to the validity or invalidity of any law of the
State wherein said unitized lands are located, or of the United States, or reguia—
tions issued thereunder inany way affecting such party, 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 continue 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, unavoidable accidents, uncontrollable
delays in transportation, inab:lity to obtain necessary materials in open market,
or other matters beyond the reasonable control of the Unit Operator whether similar
to matters herein enumerated or not. No unit obligation which is suspended under
this section shall become due less than thirty (30) days after it has been deter-
mined that the suspension is no longer applicable. Determination of creditable
"Unavoidable Delay" time shall be made by the unit operator subject to approval of
the Supervisor and the Land Conmissiocner.

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 Exccutive Order 11246 (30 F.R. 12319), as amended,
which are hereby incorporated by reference in this agreement.

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

shall fail and the true owner cannot be induced to join in this unit agreement,

éuch tract shall be automatically regarded as not committed hereto and there shall
be such readjustment of future costs and beneflits as may be required on account of
the loss of such title. In the event of a dispute as to title as to any royalty,
working interest, or other interests subject thereto, payment or delivery on account
thereof may te withheld without liability for interest until the dispute is finally

settled; provided, that, as to Federal and State land or leases, no vavments of



funds due the Unitea 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 Mexico shall be deposit;d 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 any responsibility for any defect
or fajlure of any title hereunde:r.

28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial

interest in a tract within the unit area fails or refuses to subscribe or consent

to this agreement, the owner of the working interest in that tract may withdraw said
tract from this agreement by written notice delivered to the Supervisor, the Land
Commissioner, the State Commission, and the Unit Operator prior to the approval

of this agreement by the Supervisor. Any oil or gas interests in lands within the
unit area not committed hereto prior to submission of this agreement for final
approval may thereafter be committed hereto by the owner or owners thereof sub-
scribing or consenting to this agreement, and, if the interest is a working interest,
by the owner of such interest alsoc subscribing to the unit operating agreement.
After operations are commenced hzreunder, the right of subséquent joinder, as
provided in this section, by a working-interest owner is subject to such require-
ments or approvals, if any, pertaining to such joinder, as may be provided for in
the unit operating agreement. After final approval hereof, joinder by a non-working
interest owner must be consented to in 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 committed
hereto. Joinder to the unit agreement by a working-interest owner, at any time,
must be accompanied by appropriate joinder to the unit operating agreement, if more
than one committed working-interest owner is involved, in order for the interest

to be regarded as committed to this unit agreement. Except as may otherwise herein
be provided, subsequent joinders to this agreement shall be effective as of the
first day of the month following the filing with the Supervisor, the Land Commissioner,
and the State Commission of duly executed counterparts of all or any papers
necessary to establish effective commitment of any tract to this agreement unless
objection to such joinder is duly made within sixty (60) days by the Supervisor,

the Land Commissioner, or State Commission.



29. COUNTERPARTS. This agreement may be executed in any number of counter-

parts no one of which needs to be executed by all parties or may be ratified or
consented to by separate instrument in writing specifically referring hereto and
shall be binding upon all those parties who have executed such a counterpart, rati-
fication, or consent hereto with the same force and effect as if all such parties
had signed the same document and regardless of whether or not it is executed by all
other parties owning or claiming an interost in the lands within the above-described
unit area.

?0. SURRENDER. Nothing in this agreement shall prohibit the exercise by any
working-interest owner of the right to surrender vested in such party by any lease,
sublease, or operating agreement as to all or any part of the lands covered thereby,
provided that each party who w:ll or might acquire such working interest by such
sqrrender or by forfeiture as hereafter set forth, is bound by the terms of this
agreement.

If, as a result of any such surrender, the working interest rights as to
such lands beche vested in any party other than the fee owner of the unitized sub-
stances, saild party may forfeit such rights and further benefits from operation
hereunder as to said land to thie 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 substances, such owner may:

(1) Accept those working-interests rights subject to this agreement and
the unit operating agreement; cr

(2) lease the portion of such land as is included in a participating area
established hereunder subject to this agreement and the unit operating agreement.

(3) Provide for the incdependent operation of any part of such land that are
not then included within a participating arca cstablished hereunder.

If the fee owner of the unitized substances does not accept the working-
interest rights subject to thic agreement and the unit operating agreement or lease,
such lands as above-provided within six (6) months after the surrendered or for-
feited working-interest rights become vested in the fee owner, the benefits and
obligations of operations accruing to such larnds under this agrcement and the unit
operating agreement shall be shared by the remaining owners of unitized working
interests in accordance with their respective working interest ownerships, and

such owners or working interests shall compensate the fece owner of unitized sub-
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stances in such lands by paying sums equal to the rentals, minimum royalties, and
royalties applicable to such Z:nds under the lease in effect when the lands were
unitized.

An appropriate accounting and settlement shall be made, for all benefits
accruing to cr payments and expenditures made or incurred on behalf of such surren-
dered or forfeited working interest subsequent to the date of surrender or forfeiture,
and payment of any moneys founc to be owing by such an accounting shall be made as
between the parties within thirty (30) days. In the event no unit operating agree-
. ment is in existence and a mutivally acceptable agreement between the proper parties
thereto cannct be consummated, the Supervisor may prescribe such reasonable and
equitable zgreement 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 oobtained shall be subject to the same
conditions as set forth in this section in regard tc the exercise of a right to
surrender.

31. TAXES. The working-interest owners shall render and pay for their ac-

count and the account of the royalty owners all valid taxes on or measured by the
unitized substances in and under or that may be produced, gathered, and sold from
the land subject to this contrzsct after the effective date of this agreement, or
upon the proceeds 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 may currently retain and deduct sufficient of
the unitized substances or derivative products, or net proceeds thereof from the
allocated share of each royalty owner to secure reimbursement for the taxes so paid.
No such taxes shall be 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 lessee
which requires the lessee to pay such taxes.

32. NO PARTNERSHIP. 1t 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 hereunder, shall create or be
deemed to have created a partnership or association between the parties hereto or
any of thém.

%%. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working-

interest owners, nor any of them, shall be subject to any forfeiture, termination,

or expiration of any right hereunder or under any leases or contracts subject hereto,
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or to any penalty or liability on account of dclny or failure in whole or in part
to complvaith any applicable provisions thercotf to the extent that the said Unit
Operator or the working-interest owners, or a:ny of them, are hindered, delayed, or
prevented from complying thercwith by reason of failure of the Unit Operator to
cbtain, 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 con-
currence be obtained. The parties hereto, including the State Commission, agree
that all powers and authority vested in the State Commission in and by any provie-
sions of this agreement are vested in the State Commission and shall be exercised
by it pursuant to the provisions of the laws of the State of New Mexico and subject

in any case to appeal or judicial review as may now or hereafter be provided by the

laws of the State of New Mexi-zo.

34. SURFACE AND ENVIRCNMENTAL PROTECTION STIPULATIONS. Nothing in this
agreement shall modify or change either the special Feéeral Lease stipulations re-
lating to surface management or such special I'cderal 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 caused this agreement to be

executed and have set opposite their respective names the date of execution.

CATTEST: U<y YATES PETROLEUM COKPORATION

UNIT OPERATOR

STATE OF _ NEW MEXICO

COUNTY OF EDDY

The foregoing instrument was acknowledged before me this (thz‘ day of

“Inascls s 19m, vy 0l 0. {#Q‘ZE_Q who 1is

\/,(;u £ﬁ ) M of YATES PETROLEUM CORPORATION, a
(State of Incorp.)

New Mexico corpcration, for and on behalf of said Corporation.

%gary iT#iic .
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EXHIBIT ‘A"

North Texas Hills Unit Area
Eddy County, New Mexico
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Schedule Showing All Lands and Leases
Within the North Texas Hills Unit Area
Eddy County, New Mexico

EXHIBIT "B"

SERTIAL NO. BASIC
TRACT DESCRIPTION ACRES AND ROYALTY & LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
NO. OF LANDS EXP. DATE PERCENTAGE AND PERCENTAGE AND PERCENTAGE AND PERCENTAGE
All Lands are in T7-21-S, R-21-E, N.M.P.M. .
1. Sec. 20; Ep 1,200.00 NM=3047 U.S.A. Pennzoil Company 50%* Don F. Shreve 2.5% Same as Lessee
Sec. 21; All 8-31-79 12.5 Wainoco 0il & Gas Co. 50%* of Record
Sec, 28 EYNWA, NE%
2. Sec. 20; W/ASWh, Nwh 280.00 NM-8417 U.S.A. Pennzoil Company 50%* William H. Short, Jr. Same as Lessee
Sec. 25; NWANW H.B.P. 12.5 Wainoco 0il & Gas Co. S0%* and Rita Short 2.0% of Record
Z, Sec. 29; N¥NK 160.00 NM-9529 U.S.A. Pennzoil Company 50%* Mary F. Richardson 3,.0% Same as Lessee
5-21-79 12.5 Wainoco 0il & Gas Co. 50%* of Record
L. Sec. 28; Si 1,120.00 NM-9799 U.S.A. Pennzoil Company 50%* W. T. Clay L,0% Same as Lessee
Sec. 29; SVNWh, SwWih, 6-320-79 12.5 Wainoco 0il & Gas Co. 50%* of Record
SYsSE
Sec. 3%; LV, SWh

*B.L.M. records indicate that the actual percentages of ownership will be Pennzoil Company 49.98372%
and Wainoco 0il & Gas Company 50.01628%



6. Sec. 29;
Sec. 33; Nwk

7. Sec. 16; All

8. Sec. 20; EASWK

9, Sec. 32; All

10. Sec. 28; SWkNWk

SYNEk, NKBSEK

6-30-81 12.5
2-320.00 NM-32160 U.S.A. Robert K. Hillin All
Alualmm 12.5
Total: 3,720.00 Acres Federal Lands, 72.66% of Unit Area
State of New Mexico Lands
640 .00 L-2635-2 State Stetco 69 Ltd. A1l
3-18-79 12.5
80.00 L-2636-2 State Stetco 69 Ltd. A1l
3-18-79 12.5
640.00 L-263%7-2 State  Stetco 69 Ltd. A1l
3-18-79 12.5
Total: 1,3%60.00 Acres State of New Mexico Lands, 26.56% of Unit Area
Patented (Fee) Lands
40.00 6-29-82 B.B. Armstrong Marvin Gross 1/3
Murphy A. Armstrong C.W. Trainer 1/3
Betty Ellen Armstrong David Trainer 1/3

S.D. Stokes, Jr.
Gail P. Stokes
18.75%

Bonnie J. Sorenson

$3000 per acre out of 5.0%

5.0%

Scope Industries

None

None

None

None

Exhibit '"B",
North Texas HillsUnit Area

Page 2

Same as Lessee
of Record

Same as Lessee
of Record

Pennzoil Co. 50%*
Wainoco 0il &

Gas Co. 50%*
Pennzoil Co. 50%*
Wainoco Oil &

Gas Co. 50%*
Pennzoil Co. 50%”
Wainoco 0il &

Gas Co. 50%*
Same as Lessee of
Record All

*Actual working interest ownership as set out in unapproved
Operating Agreement will be Pennzoil 49.98372% and Wainoco
50.01628%

-
_
%



Recapitulation:

3,720.00 Acres
1,360.00 Acres

40,00 Acres
5,120.00 Acres

Federal Lands, 72.66% of Unit Area
State Lands 26.56% of Unit Area
Patented (Fee) Lands 0.78% of Unit Area

100.00% of Unit Area




CONSENT AND RATIFICATION
NORTH BXAS HILLS UNIT AGKEEMENT

EDLY COUNTY, NEW MIXICO

The undersigned, {whether one or more) hereby acknowledges receipt
of a copy of the Unit Agreenent for the levelopment and Operation of the
North Texas Hills Unit Area embracing lands situated in Eddy County, New
Mexico, which said Agreemen’ 1is dated the 15:h day of January, 1979, and
acknowledge that they have read the same and are familiar with the terms and
conditione thereof. The undersigned, also being the owners of the leasehold,
royalty, or other interests in the lands or minerals embraced in said Unit
Area, as indicated on the scledule attached to said Unit Agreement as Exhibit
"B", do hereby commit all of their said interests to the North Texas Hills
Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exactly the same ac if the undersigned had executed
the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in thelir respective acknowledgments}

WAINOCO DIL/& GAS COMPANY

’ ¢ ,/.'_..-?—/,’ Cot vl o

CW. A, Faubion, vice President

INDIVIDUAL fo 2= L=

STATE OF

58,

COUNTY Or

N N e

The foregoing instrument was acknowledged before me this day of
» 1979, by .

My Commission Expires:

Notary Public

CORPORATE

STATE OF  [EYRS )

) SS.

county o HALRIS )
The foregoing instrumen: was acknowledged before me this éﬂ!! day of

MA@H , 1979, by JU {) F/-)UBIﬂI\) , V’LE President
of___ldAinsen Oi ® Ens Company. TEXAS

corporation, on behalf of said corporation.

My Commission Expires:
s Cj@nﬂ%ﬂlmém

quarv Public

LINDA S. HILDENBRAND
‘atary Puthic in and for Harris County, Jeyas
My Commission EXpires May 18. 19
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The undersipned, ‘whetior one or mor-) neecty acknowledges receipt
of a copy of the Unit Agrecment for ~he v riovment and Operation of the
North Texas Hills Unit Arca cwbracing iornio oiv ated in kFddy County, New -
Mexico, which said Agreement 1o dated the Vb dav of January, 1979, 2nd
acknowledge tha! they have read the came sad are tamiliar with the lerms and
conditions thereot. ‘The undersipgned, alco teinge Lhe owners of the leasehold,
royally, or other intercste in the lanir or rinsrals embraced in said init
Area, as indicated on !'hie schiednle attachoea o caid Unit Apgreement as lixhibit
"B", do hereby commit =11 of *heir gaid iniercsts to the North Texas Hills
Unit Agreement and do hLeraby consent thereto and ratity all of the terms
and provisions thercof, exa: 1y the same nn if the undersigned had executed
the original of said Unit Agreement or a counternari thereof.

IN WITNESS WHEKEOF., ithie ingstrument (o ezoni!'ed by the undersigned as

of the date set forth in their respective acknowledgments.

PENNZOIL COMPANY APPRO

o A0 L] M

nd Attorney-iX<4Fact

- 2-3-Y

DIV ITLHAL

STATE OF

COUNTY OF )

The foregoing instrumer’. wac acknowlec ired betore me Lhis day of
11Q79v by

ly Commission lkxpires:

Hotlary Public

CORFORNTY
STATE OF TEXAS )

county of MIDLAND )

The foregoing instrumen’ was acknowlediad before me this Sth day of
March . 1973, by H. W. Hollingshead, Jr., Agent & Attorney-in-Fact
of PENNZOIL COMPANY

, a Delaware

corporation, on behalf ol £nid corporation.

My Commission Expires:
December: 31,1980

I O 7 v

R e,

. MARJORIE 1. MATTHEWS




CONSENT AND RATIVICATION
NORTH TEXAS HILLS UNL1T AGREEMENT

EDDY COUNTY, NEW MEXICO

The undersigned, (whether one or more) hereby acknowledges receipt
of a copy of the Unit Agreement for the Development and Operation of the
North Texas Hills Unit Area embracing lands situated in Eddy County, New
Mexico, which said Agreement is dated the 15th day of January, 1979, and
acknowledge that they have read the samec and are familiar with the terms and
conditions thereof. The undersigned, also being the owners of the leasehold,
royalty, or other interests in the lands or minerals embraced in said Unit
Area, as indicated on the sclhedule attached to said Unit Agreement as Exhibit
“"B", do hereby commit all of their said interests to the North Texas Hills
Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exac.ly the same as if the undersigned had executed
the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, thie instrument is executed by the undersigned as

of the date set forth in their respective acknowledgments.

AR
7

Robert K. Hillin

i
4

Lo

_ INDIVIDUAL
STATE OF Texas )

) SS.
COUNTY OF Midland )

- 4JTn€'fdregoing instrument was acknowledged before me this 5th day of
© o T Mardhel ,1979, by Robert K. Hillin ——
SRS P SO
~My 'gﬁiss}pn:Expires:

IR AN | QW&\QVW\:S

Notary Public

'/ S

o s -
e Nt N

oL CORPORATE
'STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
y 1979, by ) President
of y &

corporation, on behalf of said corporation.

My Commission Expires:

Notary Public
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The nndersigned, 'whesber one or moro! Lerveby acxnowledpes receipl
of a copy of *he Hnit drveem o’ tor the tovolopnent and Operation ol the
North Texas Hi1lls Unit Area orbiracine Tanio o0t oo ed in Bddy County, New
Mexico, which said fipreement 0 dated toe 1Y day of January, 1977, and
acknowledge that they bave rood the came so npve il iar with Lhe Lerms and
conditions thereot. The pivvroirnes, oo toita the owners of the leasenhold,
royalty, or other interes's in the luando or winerals embraced in said Unit
Area, as indicated on ‘he sebenile atracio s o cald Hnit Aprecmeni an Exailbit
"B", do rereby commit '] of cheir cniy ontoren s to the North Toxas Hills
Unit Apgreement and do hervebs concen thero o aned ratify all ot the terms
and provisions thereof, exac' i+ the same =0 1 the nndersipgned had execuled
the original of said Unit Aprocmont or o coaterpart thereof,

IN WITNESS WHERBEDF, thic incoranent foocwecsodd by the undersipned as

of the date set forth in the'r proopec pve oinor e doment o,

STETCO '69, LTD.,

a limited partnership

Generél Partner (’

By: (/ *r 4?€3é2/\

~

Agent and Attbrney-i

PHD YT A i7 é? C?

STATE OF

PN
.

COUNTY O

The foregoing instrumen’ wur ackpow!s i we-fore e Lhic day of
y 1974, by

My Commission Expires:
INAR N N 11
CORFOPA
STATE OF i
Yo,
COUNTY O )
The foregoing ing!rumen’ was acknowlcdred before me this day of
, AS, by ) President

of ,

corporation, on behalt ot cnid corporation.

My Commission Fxpiren:

Holnr: Puolie

\.\ BRI

STAIE OT‘TLXAS { ss
X SS.

- instrument was acknowledged before me this 5th day of March,

‘¥
-SQIQ Genq%al Partner of STETCO '69, LTD., a limited partnership.

"ﬁ-
,\,\'.

,/
My~ Commlss10n ExplreS'
Becerber 31, 1980

MARJORIE L. MATTHEWS

By: PENNZOIL COMPANY, its sole

[ ——

L0000

’H W Hblllng ;Yead, @aq nn

y»&( A, HO LINCSHEAD JR., Agent and Attorney-in-Fact for Pennzoil Cowpany,



COMUGENT AND RATLR ICRTION
NORTH THXAS HILLE UNT T AGKEEMENT

EDLY COUNTY, NEw MELICO

The undersigned, (whether one or mors) hereby acknowledges receipt
of a copy of the Unit Agreement for the Development and Operation of the
North Texas Hills Unit Area embracing lands situated in Eddy County, New
Mexico, which said Agreement is dated the 15th day of January, 1979, and
acknowledge that they have read the same and are familiar with the terms and
conditions thereof. The uncersigned, also being Lhe owners of the leasehold,
royalty, or other interests in the lands or minerals embraced in said Unit
Area, as indicated on the schedule attached ‘o said Unit Agreement as Exhibit
"B", do hereby commit all of their said inlterests Lo the North Texas ilills
Unit Agreement and do hereby consent thereto and ratify all of the terms
and provisions thereof, exac.ly the same as if the undersigned had executed
the original of said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, thic instrument is executed by the undersigned as

in their respective acknowledgments.

>GCGPE INDUSTHIES

'd
jua S——
HOWahd Ady, Asst, qecy. Wm. H. Mannon, Vice Presidert
4250 Wilshire Blvd,
LLOS ANGELES, Ca. 90010
[.D, 95~1240076
INDIVIDUAL
STATE OF )
) SS.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
1979, by .
My Commission Expires:
Notary Public
CORPORATE
STATE OF California )
) SS.
COUNTY orlos ~ngeles )

The foregoing instrumen' was acknowledged before me this 26th day of
February , 1979, by Wm. H, Mannon , Vice President

of Scope Industries , & California

corporation, on behalf of said corporation.

My Commission Expires: April 22, 1880

OFFICIAL SEAL

MARY J. PETRELLA
NOTARY PUBLIC CAL:" 'RNIA
PRINCIF/L 1T N
LOS ANGELES CIUNTY
My Comm:ssmn Expires April 22, 1980

LUREATTTT T LR T




NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
NORTH TEXAS HILLS UNIT
EDDY COUMTY, NEW MEXICO

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement
for the development and operation of acreage which is described within
the attached Agreement, dated ].n".;? 1%, 1979 , which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of 0il and gas and the better utilization of reservoir
energy in said area.

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

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

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

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

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this 8th. day of March ,» 19_79 .

of the State of New Mexico




STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. 6455
Order No. R-5937

APPLICATION OF YATES PETROLEUM CORPORATION
FOR APPROVAL OF THE NORTH TEXAS HILLS
UNIT AGREEMENT, EDDY COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on February 14,
1979, at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this 28th day of February, 1979, the Division
Director, having considered 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
subject matter thereof.

(2) That the applicant, Yates Petroleum Corporation,
seeks approval of the North Texas Hills Unit Agreement covering
5,120.00 acres, more or less, of State, Federal and Fee lands
described as follows:

EDDY COUNTY, NEW MEXICO

TOWNSHIP 21 SOUTH, RANGE 21 EAST, NMPM
‘Sections 16 and 17: All '
Sections 20 and 21: All

Sections 28 and 29: All

Sections 32 and 33: All

(3) That all plans of development and operation, and
creations, expansions, or contractions of participating areas,
or expansions or contractions of the unit area, should be sub-
mitted to the Director of the Division for approval.

(4) That notice of change of operator should be submitted
to the Division.
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Case No., 6455
Order No. R-5937

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

IT IS THEREFORE GRDERED:

(1) That the North Texas Hills Unit Agreement is hereby
approved. -

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
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 to the unit and production of oil or
gas therefrom.

(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 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 subscertlon 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 or contractions of the unit area, shall be
submitted to the Director of the 0il Conservation Division for
approval. :

(5) That notice of any change of operator shall be given
.to the Division's Santa Fe office.

(6) That this order shall become effective upon the approval .

of said unit agreement by the Commissioner of Public Lands for
the State of New Mexico and the Director of the United States

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 immedlately in writing
of such termination.
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Order No. R-5937

(7) 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.

STATE OF NEW MEXICO
DIVISION

JOE D. RAMEY
Directo:

SEAL

fa/
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Cornmissioner 0[ P"‘U‘K Lands P. O. BOX Il48

ALEX J. ARMIJO
COMMISSIONER March 8, 1979 ~SANTA FE, NEW MEXICO 87501

Mr. Randolph M. Richardson f;’
° P. 0. Box 819 Y (ﬂl#
‘Roswell, New Mexico 88201 24@-

Re: North Texas Hills Unit
-Eddy County, New Mexico

Dear Mr. Richardson:

The Commissioner of Public Lands has this date approved
the North Texas Hills Unit, which you submitted on behalf of Yates
"Petroleum Corporation. OQur approval is subject to like approval
by the United States Geological Survey.

As stated in your letter, all tracts in the unit have been
-committed with the exception of Federal Tract No. 5 and Patented (Fee)

Tract No. 10.
Enclosed are Five (5) Certificates of approval.

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

Very truly yours,

ALEX J. ARMIJO _
-COMMISSIONER OF PUBLIC LANDS

BY: . ,
--RAY D. GRAHAM, Director
“0il and Gas Division

- -AJA/RDG/s -

--encls. : : ‘ /

Aees 20CD-Santa Fe, New Mexico
SGS~Roswell, New Mexico

5U8GS-Albuquerque, New Mexico

R



STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

JERRY APODACA POST OFFICE BOX 2088
GOVERNOR . BTATE LAND OFFICE BUILDING
BANTA FE, NEW MEXICO 87501
NICK FRANKLIN (505) 827-2434
SECRETARY March 6, 1979
Re: CASE NO. 6455
Mr. Joel Carson ORDER NO—  F=5937

Losee, Carson & Dickerson
Attorneys at Law

Post Dffice Rox 239 ; .
Artesia, New Mexico 88210 Applicant:

Yates Petroleum Corporation

*  Dear Sir:

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

Director

€

JDR/fd

Copy of order also sent to:

Hobbs OCC X
Artesia OCC X
Aztec OCC

Other




