LAwW OFFICES

J. M.HERVEY 1874-1953 HERVEY, DOW & HINKLE ;
E'LTR”E&E?H.NKLE FirsT NATIONAL BANK BUILDING

W.E.BONDURANT, JR.

GEORGE H.HUNKER, JR. RosweLL, NEw MEXICO

HOWARD C BRATTON

S.B.CHRISTY IV November 2’ 1955

w. PENROD TOLES

New Mexico 01l Conservation Commission
Santa Fe, New Mexico

Re: (éouth Four Lakes Unié)ggreement
Gentlemen:

We nand you nerewith an executed copy of tne South
Four Lzkes Unit Agreement wnich you will note was
approved by the Commissioner of Public Lands on October
20, 1955. Tnis copy 1s filed witnh tne Commission in
conformity with the order of the Commission approving
the unit agreement.

Yours very truly,

nERVEY, DOW % HINKLE

o FH

CEH:mp

Encl.

cc - Mr. R. M. Richardson
Humble 0il 4% Refining Company
Roswell, New Mexico

cc - Mr. M. L. McMillan
Humble 0il % Refining Company
Midland, Texas



RAIT AIRCENENT
FUR T4Y DEVELOPMENT AND SPERATION
S THE

7718 AGREEMENT, ontered imto 48 of t & _Z_ duy of Septester, - -
1,55, by and between t @ parties subscribing, ratifying or consent = :3 ”: ;
ing Hereto, ind .erein referred to a8 t @ parties rereto , { :f

WITMESSET: : =

WHBREAB, the parties ereto aire toe swners of working, royalty
Ir otrer 0il or gas interesta in t.e unit area subjest to tois sgree-
nent; and

WAisRZAS, t.e Commissioner of Public Lands of t e State of New
Nexiso (‘ereinafter referred to as Commissioner ) is sutrorised by
an Aet of the Legislature (Bee. 3, Cuap. 38, Laws 143) s amended
oy 3ec. 1 of Chapver 102, Laws of 1351, (Chap. 7. Art. 11, Sec. 39,
N.M. Statutes 1753 snnotated ), to consent to and approve the develop-
aent or operation of Stats lards under ugreements made by lessees of
Jtate land jointly or severelly wit: ot 4F lesases woere sue . igree-
ments provide for .8 unit operation or development of part of or all
of any 911 or gas pool, field or ares; und

VAEREAS, t .« Commissioner of Publie Lands of t-@ 3tate of New
Mexies is autnorised by an Aet of the Legislature (Sec. 1, Cnap. 182,
Laws of 1951; Coap. 7, Art., 11, 8ec, 41 N.¥, Statutes 1353 Annotated)
to amend wit t 8 approval of leasee, ev.denoed by t:e lessee's eieocu-
tion of sueh sgreewent or otierwise, any oil and zas lesse embracing
State lands 8¢ tnat the lengt: of the terwm of said lease may eoincide
wits the term of susk agreewments for tae unlit osperation and developwent
of part of or all af any ail or gas pool, fleld or area; and

WHEREAS, the Uil Conmservation Commission of tne State of New
#exioo (rereinufter referred to as to Commission ) is authorized by
an Aot of the legislature (Chap. 72, Lawe 1735; Cnap. 55, art. 3, Ses.
14 3.4, Statutes 1953 imnotated), to ipprove & .is sgresment and tne
conservation provisions . ereof; and

WilFREAE, the parties ereto old sufficient interests inm t-.@
Sout: Four Lakes mit 're: covering t s land hereinafter descrived



to Zive ressdnably effective control of aperitions L.erein; and

WHEREAS, it is toe purposse 5f t:¢ parties Haretsc to conserve
natural resources, prevent Waste snd securs otner kenefits obtaina-
pla trroug development and operation of tne area subjset o t-is
agresment under t.e terws. econditionp and liaitatisne herein set fort:.

NN THEREFRE, in somsideration of the preaises ind the prounises
herein contained, t e parties hereto commit 1o this agreement their
respective intervsts in the below defined unit wres, «nd aZree sever-
ally among S esseives 8 follows:

1. WIT aREA. Tie fellowing demeribed land is Mevedy desly-
nated :nd recognived as comgtituting t..& unit ares:

Sec. 1l: lots 1 and &, Shiwi 160,06
See. 2: &ll 540, 40

eontalning 1,760.46 acres, more or less.

Exc:ibit A attse ed rereto 1 - ;ap esowing the unit area and
t & boundaries and identity of tragts snd leases :in said arez to t.@
sxtent <nown $5 L @ it aperator. Eisipit 2 attag ed ereto is 2
8¢ edule soming to e S4ATARNt «anoWn to the JInit Uperator t.e agresge,
pereentage and «ind of swaership of 0il and gas interests in all
lands in C@ unit area. OWever, not.ing erein or in suld sei.edule
ar Bap s8:all Do eomptrund as 5 representation by any party hereto as
to t0 owners: ip of any interest Jther L.an gsue: iLntsrest or interests
a8 Are §0WnH in said map or se edule as owned by gue:. party. Exiibite
A and B s all be revised by the Jnit Jperator whenerer g.anges in
ownership in the unitl arei rendsr suc: IeVision NECERSsry, O Wieh
recussted by t:e Commissionsy of Public Lands, hereinaflter referred to
48 Commissioner .

%11 land committed to tris sgreesent s:ali constitute land
referred to herein a3 unitized land or land subjeet to this

-



2. UNITIZED SYBSTANCES, All oil, gas, netural gssoline and
associated flutd ydrooarboms in any and all formations of tie
unitised land ire unitised under t.¢ terws of t:i8 zgreepent .nd
‘arein «re called unitiged substances .

3, BEIT OFRRATUR, Jusble il % Refining Company, s corporation,
wit:: offices it ouston. Texas, is ereby designated as Unit
Jperator and by signature wretos commits 1o tois agreement sil
interests in unitiged substances vested in it s set fort in
Fx:10it B, and uizrees and consents to «coept t @ duties and
sblizations of it Cperator for t:e discovery, developmest ind
produstion of unitiged substances us «=rein provided. wenever
referente is mide -erein to t-e Mit perator. sue: reference
meshd the Unit Operator aoting in that capucity ind mt 8 an
owrer of interests ln unitized substiness. and the term worzing
intarest ownmer wWoan used ereln s:r2ll inciude or refer to nit
Jperator as t-e owner >f &« woruing interest wien such in iaterest
is owned by i€,

4, EREFJIGHATION 7R REMOVAL SF UNIT OPERAT R, Unit perator
8:all -ave the rig:t to resign at any time but sud: resignation
8.all oot becoms offective until i succassor it Cperatsr .us been
selected ind spproved in tie manner provided for ia irtieles & of
tris agreswsnt. The resignatisn of L. @ Jnit Jperator shall oot
relesse t:¢ Init Uperatsy frow any iilabiiity or uny defsult by it
sereunder sesurring prior to the effestive date of its resignation.

it perator may. upod defiult or faliure (n tne perfarmunce
of its duties or obligations ereunder, be sub ect to resmoval by
the gsume percentsge vole of tie owners of woriing intereats deter-
mined in like sanner 8 Breln provided far tie selection of i
pew Jnit Jperator. Suer removal shali be effective upon notice
t-sreof o t:e Commissiiner.

™he resignation or removal of te it perator under tois
sazreenent s :ll not temminmate is right., title or intevrest ig toe

-



Juner of 2 wor<ife interest or ot er ipterest o unitized sub-
stanges. but upon t e resiznation or removal »f ‘Wit sperator
becoming sffective, sut. Init perator s-all deliver possession
of all eguipsent, materiils und sppurtenances used in eonducting
t o unit operutions snd owned by t & worxing interest swners to
tre now duly qualified successor mit Jperator or to t:e >wners
toaveol if nmo suc- hev Ualt Jperator is eleeted, to bLe uped for
tia purpose of conducting unit operatisns ~ereundsr. Notaing
srelin g a1l he construed a8 aut orizing removal of «ny material,
equlpment and appurtenanges neseded [or tne preservition of any
wells.

L, BUCCHSS R JHIT JPERATUR, . emever t-@ Jnit Jperator s all
resign at it Cperator or stusll dbe removed i3  ereinabove pro-
vided, t-e ownars of 1 & warding I(nterests seourding to telyr
respective acreagze ioterests in 21l unitized land s:all by s
mzjority vote Belect i sutecenaor mit ‘peralor; provided t at, if
» majority but less tian eevemty~fivae (/) pearcent of t- e working
interests qualified to vote is owned by one party to tils agree-
ment, i conourring vote of sufficlent zdditional parties. »0 is
to constitutes (9 ¢ e azgregate nat less vt an sevemty-five (/5%)
pereant of ti e total working interests. s$-:all be reqguired to
seleet i new sperator. 5Sug. selection stall not becowe effeetive
Wtil (a)] « it perator a0 selected & .4ll acoept 1v writing te
duties and responsibilities of ‘nit Operater, and (b) ¢ e selec-

ion 8 all -ave been upproved by §t & Cosmissiocner. If no succes-
sor Umit perator 1s selected amd qualified ss erein provided,
t's Commisgioner zt is slection muy declare $:ia unit igreement
terainated.

5, ACCOUNTIMO FROVISIONS, T e Unit (perator snull pay in tie
Tirst inatanee all costs ind sxpenses ineurred in conducting unit
operations rsreundsr «nd sus . ¢osts and sxpenses and toe woriing
interest benefits acoruing "erewwier s8-all be spportionsd among
42 owners of tre unitized worwling interests in accordance wit.



an aperating agreesent by and petween t & nit Jperator and $.e
2% 4> cwners of sut: ipterests, whetl er one or more. ssparately
or eallectively. any agreeswnt or sgrecwments sntersd into be-
tween tie wor<ing interest owners and ti@ Unlt perator a8 pro-
vided in $:iis “rtiecle. wist: er ne or more, are serein reflerred
to 28 the persting Agresment . Ho suc. agresment 5-ali de
doomed eitner to modify ary of ihe tercs and conditions of t s
unit sgreesent or to relleve the Unit Jperator of any riget or
abligation estubiis ed under this unit agzressent, ind in cuse of
any insonsistencies or eonflist between tis unit agressent and
it e aperating agressent, L:1s it sgreewent s wll prevail.

©. RIGYTS AND JBLISATIONR B UNIT OPSRATOR, Uxeept as ot.er-
wise specificalily provided erein, t.e gislusive rlg.t. privilese
and duty of exercising any and ail prigots of the partiss harets
wh:ieh are necessary or convenlent [for prospecting [lor, produeling,
storicz, slioeating and distriduting tne unliti.sed substances .rwe
Arely delegited t and shall e exercised by t.¢ Init Lperator
as oerein provided., acceptable evidence of titie tv sald rig te
s xll be deposited with #31d it .paritor and, together with
this agreement, s:all comstitute =nd define t: @ rig ks, privi-
leges snd obligatioms af Mit sperstor. Mot ing cereln, However,
8:5ll be comstrued to tranefer title tu asny land or to .oy lezse
ar operetin: sgreement. it Deing understoscd that under tris sgree-
st the nit operator, In its Sapacity 28 Imit Derater, snall
sisreiase ¢t .o Tights of possession and use vested in .2 parties
#retd only for the purposes hereln specified.

2, MBILLING To DISCOVERY, Thae Unit Jperstor shall, on or
before Hoveasber . 1 5%, comments operetiong upon in adaguale test
weil far 0il and gas upon some purt of toe lands embraced witiun
tre unit aves and $al) drilil sald well wit. dus diligence o .
dept:: sufficient tu test i@ Devonian forwmation or to such a
depty: a8 unitiszed substanoces scall be discoversd in paying guanti-
ties a4t 4 lesser dept. or antil 1€ s:all, in tre opinion of Unit

a&i:"-



Jperator. be determined tiut the Turtrer drilling of said well
small be uwarranted or impractissble; provided, . owever, that
it Operator sahall not, in ony event, be reguired to drill suid
well to i dapth in esceas of 135,000 fest, mti. 2 disgovery of .
deposit 3f unitised subatameea capuble of beln: prodused ‘n paying
guantities, Mt Operator so.all continue driliing diligently, one
wall 3t . time allowing mot more t.an sl mont s between tie com-
pletion »f one wall .nd the beginning of tne next well, until .
well espable of producing unitiged substances in paying guantities
is completed to tre s«tisfaetion »f L'e JTonmissioner, or umtii it
is peasonably proven io t:e salisfaction of the Init perator t.at
t e witized 1.nd 18 Incspuible »f nrodusing unitligei pubstances in
paying guantitlieg im the fore:tisns drilled 'ereunder.

Any well commenced prior to tne affe¢tive date of this sgresssnt
upon the unit ares and 4rilled to trz depts provided erein for the
drilling of an initial test well shall ba eonsldered = complying
wit:: the driiling reguirenents reresf wit respeet to t:@ initial
well. Tie Commissioner say modify tiwe drilling reguiremsnta of
tais section by granting reason:blie extenpions of time wnan in
sis oplnion swe sctlion 18 werrinted., Failare to comply wit toe
driling provisions of trnis article 3.all zutomaticuily terminale
t:ia sgreement ag to :ll its terms, ¢snditions and provisiona and
311 rigntes, privilegea snd obiligations granted by tiis unilt sgree~
ment 8:all cease and terminate sa of (.o date of any asue: default.

oo PARTICIPATIH APTER DISCOVERY, Upon completion »f i well
gapable 5f producing unitized substunces 1D paying quantities,. ihe
oymers o»f woriling interests 8.:all partidipate in the production
toersfrom ind 1a 3ll ot @y producing weils wiic may be drilled
purguant hereto n to2 proportiong that tieir respective lease wold
interests covered areby on aAn agrguge bHaslis besrs Lo the total
nugber of acres commitied to tiils unit Jpreement, and such unitised
substainces 5 .:13 0g Jdesped to ~uve been produced frow thae regpective

lesse 01d interests participat:ng itherein, 7or tne parpose of



determining any benefits aceruing under this afreemant and ine
dlstribution »f ¢me royalties payinle to tne Stats of Hew dexigo,
eaC  sepirate lease snall uve alloeated to 1t sue. peresntige of
3214 produgtion a8 1 2 cuader f .ares in e.8: i€ige regpecliiely
comsitted o T i3 sgreenent Desdrs 1o t e Lotal nuaber of scres
eomalttad nerels.

Notwit st nding ny provisian contuiogd arcin to L & cantruXy,
e.s.. worzing interest owmer 8 <1l (ave toe right to like aud.
swner's proportisnate suare of t e unitiged aubstinces :n <ind sr
to parsonally szell or digpose of trne sume, und Outhing - are.d von-
talned snalli ve cangstrued as giving or granting to fhe MLt Jper-
itor the rigt Ly sell or otierwisc &lspose 3l trg proporiionate
srare of any wording interest owner wit i aut specific autrorigation
from tioe to time 30 to do.

19, ALL EATICA JF PRUDIETICA. A1l anltized substances praduced
fros eich tréet .o tre unitised ireu ¢stabiised uniar tuia Jgree-
ment, es0ept sy puart there s used [or sroduction or developsent
purposss ereunder, o unavoldibly lost, 3 .:ll be doemed to be
produced equiliy on an sereage bdag:s {row the 3everil tractis of
t.# unitised iand, and [ tihe purpose »F determining «ny cenelits
$.at eCrue I 4N ACTEeAZE DaBls. 24 Sug . trict sidii have wlilo-
cated to it sus.. percentige of suaid prxduction o8 Ltg ures bears
to tive ontire unitized aPes. b i3 .erely agreed T .t producti.on
of unitised sudstances frow L @ unitized ez giall ke =aiiogatind
«8 provided cerein, regardless of wether wny weils are drilied
on any particular tract of said unitiged arsa.

1. PAYMRNT CF RONTALE, ROYARLTIRS AMD LVIBRIDING 5 JYLLT1s8,
All rentzals dus the 3tate oSf Naw dealor $.uil be paid 5y Lue ras-
peCtive laase Swnars in atcordaace wiia tue terms of L.@lr leases,

All roysities due L@ 3tuate of Hew Mexlco under ths teras off
{4 leaBes commitied 1o this agresment 3:2l. be computed snd pald
on t.@ caals of il anitizad substancss ulicpated s (o2 respactive

ies808 comm.ttad erets; provided, _cwever. tie 3tate 3 ali e



entitled to tave 10 <ind 198 share of the unitized subatances
alloeated to the respective leases. ingd in suc: case txa inlt
perator shall make deliveriss of sud roy:lty 211 i1a scoopdanca
wit- te terms 2> t & respective laises.

T the Unit Jperator introduces -is ablalned from sources L er
than the unitized substintes ints iny psroducing farwation for tie
purpose of resreasuring. stimuliting or incrsasing tie ulbtimate
™eovery Sf unitlized substamess therefrom. : lixe amount >0 zas,
if avatlsble. wit: due sllowinee for lass or depletion from oy
cse may be withdrown from the fopestion ‘ot wie tie 5is was
introduced roy:lty free .3 to dry i3 2ut not s ta tie praducts
axtrasted toerefrom; provided, T::t sue: wit drswil 8 all be it
suc” time 5 MY Lo prewidad ln 1 plan of sperctions consented So
2y @ Cosmissioner ind approved by 12 Cosmisslon s sanfarsing
to zood petroleun enzimeering pristice; and providad furt er, ¢ at
suc . riz bt f wit- drswel 8 .all terminite on toe teruinitlon of this
unit yireaswmsent .

if any lease sommitsed heret: lg burdened witk . averriding
royailty. puayment out af productisn sr osther ¢ urge in addition to
Lt usunl royalty. the owner of eic suc. leisz ahil) bear and
sssume the s:me sut of tre unit: ged zubstancss iliscated to ¢ o
linds smbraced in exch sue: leuse a8 provided erein.

12, LEAEFZ AND ONTRASTS COHPORMED AR TUTRYNET DNEOFAR 1T Tawy
AEPLY T LANDS WITHIN TTT OMITIZUT AT, Toa terws. sonditlona
and provigioneg 3f 11 leases, sub-le.ses, aperating sagreeeents 03
other eontracts relxsting to tio exploration, drililing, develsrpmant
or dperatisn for oil >r gas of tie l.inds committed to this igree-
pant . zhall, wpon pproval hereal by t e Jomissioner B¢ ind the
same are hareby sxpresaly nodifled and amended neofir s Loy
4PPLY to lands witsln the umitised ~rea to the 2stent necass.ry to
szve the sume confore T the aravisiong eredf oad g: thit the
lenztn 2f tra2 sseondury torm as to linds Within such .re: will e

axtanded insof . .8 necess.iry Lo euincide wii- the ters 5F this

e



Jgresaent und the spproval af t:is sgreemmnt by the Commissioner
and b8 lesases 8 «ii. @10 .00t furt.er action of t:e Commisgloner
OF L8 le3aed, oo eiTeclive o Conlurs Lo Jrovikions ang eaiend

Y Lers of #ad: v, A8ABE «B U LluabDOu wotl il b wastuzed wudn

e

€

to L provisions o temrms of theo sgreenent, Lul stiervise 1o
resoin i Lul. force and ¢ffect. .aQ. i¢ase conaitied to tiis
AEroSuent, .n@ofar -3 10 LppLigs 0 iands witiin 1.8 Lalitiged LS0e.,
dhull CInLinue o Tords Beyord (g WOra provodsed T BreéLn 3s .y is
Liid agreenent fotdias Lo affect, provided, driliiug operat.une
WPOB L. aBabies Lol Wi provided for @rein atizli .ave peen
SUBNENCHL OF saic well Lz in ihe process of Lelng drilied oy U e
MMl HArILOr pr.ar $5 the sxpirat.on of (D 3 Oorieel tera is.sg
committad Lo ilid preeaent. Toruanation of Lhis spreement snail
ot allect iy igwae Wi purswant o Lhe tersa thereol Iar any
APPLiCubie M3 B.sda contima .0 Tull Tovoe ard 2ffect there.dter.
i GomBeneednt . Lomplistlion, oper.iisn 9 grsstion 3l @ well

I Aty palt of Sie NIl afes #Lali 3o respactively consirued ol
somsidered 3 1.2 commencesent or complot.on or sperstiosn or pro-
duction of . weil witi.ug $ie terms .nd Irovisions of e.on of the
Jii oDl a8 18883 Lo b game sxlenl 4 LOWES BuUS. cOmBBeaceswnt.
completion, operuliswn or pradaction #48 garrisd 20, &3¢ wWwd .0
Ir sbtuined Mrua .ny sush i2az90d tract.

ARY l@ade . aving ALY o partion of its lands coamlitted herets
shnli L2 SeErez«ted 23 O the porilan csamitted .od o T8 purtisn
oot codamitisd, -nd to.@ tersd ol aduc. igase $.all apply separa.lely
$o Bus: gegregatad portions conMEACing 8 o« L9 effect.ve date
nereol . sotwithstanding ~ay of o2 Jrovis.oha of this grecment
Lo Lol CUOST DY, 00 +8aB8 BRLIMLL, songs 2f L.oe Siale of ew
AMALES NAving ofey 4 poPLion of lta L.ns cOmm.tted herets 3.1l
contimer in fuli force and alfect beyond the term provided L.irein
o8 Ba ais landa sadresed on $u00 aBade, I W Lizec substancen
e Glgcuveres ik ore Sapwdle M pe.ay PPKGESd LN paYing welitis

ties Irom 5o poell A0 BhR Lins 20LT.Ce0 10 Z3ul . lzass ool lted



12 this agreemant 3% t ¢ expirition of t e gecomdar: tarm 0 sue.

lease; or if, it tre expirstisn 2f (e secondsry term, the lassee
or tre Umit Operitor fs than emzirzed “n Woni fide 4rilling or ra-
FINCINT Jeriticms 1 g cort A €92 lands esbvised thers's

shall remain 'n f111 foree -nd affoet 33 1o

@

5207 maritlong
sre baine Ai1izently spogsecuted, n? If thay result in tus produs-
tiom of unitisged s hatmees. =xiid loize 3111 somtinue 'tn £

Caree «nd effect g £ :11 Af ¢
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thoresfter g umitized mbstinces in navin: mintities ire alng
oroduesd from any dortion of z.1d 1ainds,

12, TOWEWRYSTTON, cpearutions ceraungder amd oraduction of i
timed substanczs ahall re oonducke? ¢ nrovide Pir the most zeon-
aies) 'md effiglent recyvery of auld substuness wit oyt w.ete, a8
dafined by or pursuant %o Ttate l.ws or vegul.tions.

Th TERATHAYT, ™o mit poratar aiall tois wprnrrl ite WK
Bamiate meagures U3 prevent drainize of unttized substancos from

umitized 1.nds by wells >n lunds not sud eet to $.lg iiresment,

13, TITHNETE UM OCMTTH LAY, Tha povenants erein s .l o

songtraed ts be eacvenants rumin- Wit tra ling Wit respect b
the nterests of t=a partier ~oretsy il thelr sucgesanrg n nterest
il this arreewant terminutes. ind ony zromt. tranafer or ST~
unes. »f ‘nterest ‘n land or lesges sub ect Serets ghall ba and
ereby iz conditisned mon the ‘3szumpilion af (17 o lieses g
Shitzationg ersunder oy tie ~rantez . tranafersc 3r 5% 8r successar
in Interast. ‘b Lesizoment or tromsfer of ny woraing. roy.lty or
Jther !rterest sub ‘rct herets shill be Bind n upm Mot Tperatoar
Ut the firet d:y of tre cilendsr mont: 1P%er Mt seritor
furnighe? w't t 2 ori-in:l. oatsatitle or cortified capy of b
‘natrurent AT truinsfor,

16, PPTOTTTT maTe

>

Th = sgresmant 3 ..11 Ueome
effective upon <opravil By @ Smaniaa’aner nd shell terwmin.ts in

. - N | - p g - 4
Arer gupt Cdate unless [ U dute 3P saniration s




anitiged substunces -us been zxde I unitiged lind during said
inttial term or any oxtenaion trereof in w i¢. Cass tnis agreesmant
s all resain in sffect 3o long as unitised substinces can be pro-
duced froa t:e unitised land in paying juantitiss, and, 8 ould
production cesse. 30 long tiereafter is diligent operstions are
in progress for t e restaration of produstion or diseovery of new
produstion and so iong tuereafter as tie unitised substances o
disgovered oan be produced ap aforessid. Tals agresment may be
terminated 3t any time by not less tian seventy-five {(75%; percent
a0 an acreage bdusis of toe owrers of te working interests signe-
tory ereto Wit t 9 approval of t e Commissioney. Likewise, as
provided in irtiele Z ~ersof, %t e faillure to eowply wits t-e
drilling provisions aof t 18 unit .greement 8 ail s8 of the date
af ny sus- default, automatiealiy terminite tnis unit igresment.
i7. BRAT: 1P PROPUCTIGH, All produection and t e dispossl thereol
8 all be in conformity wit aliscations. allotments and quotan
sade or fixed by 1.4 Cowmission and in conformity wit: xll applica-
dle jisws ang liwful regulations.

18, APPHARARCES, unit perator saall, after notice to ot er
parties affectoad, huvae t. @ pright to sppear {for und 5n behalfl of
any and :ill interests affedted -ereby bpafors the Commissioner of
Publie Lands snd the Hew Agxies il Conservition Commission ind
to appesi from orders  ssuad under tie reguistione 2f t ¢ Commin-
aioner or Commisaiun ¢ to apply for reiiel from any of sasid
rexulstions or in any proesedings relxtive to operitiosns pending
before t ¢ Commisaioner or Commission; provided, nowever, t.at
any otier interested party siall 3130 ave the rig-t at «ls owm
expense to ppear and Lo purticipate ir any suc:: procesding.

s, HATICES. ALl notlices. dsmunds or atatesents reguired
hereunder to 5¢ ziven or rendersd Lo t e parties sereto s.all be
deewsd fully given, if ziven in writing and person:lly delivered
to the party or sent by postpaid reglstered axil, iddressed to
sug: party or parties at t elr respective dddrwesses set fort- in

conneetion wit  tie sign.tures erets >r L t.e ratification or

11~



congent ereaf ar to suci: other iddress a8 iy sueh party xay
Rave furnisged in writing %> party sending the notice. demand
ar statement.

20, UMAVIIDABLE DELAY, All obligations under this agreesent
requiring the Unit ‘perator 1o commence or eontinue drilling or
to operate on or produgce unitised substances f'row any of tne lands
covered by this sgrecaent shill e suspended waile, but only so
long a28. the it perator. despite the ssercise of dus cure und
diiigence, is prevented from compliying with such obligations, in
whole or in part, by strices. war, aste of Jod, PFederal, State or
sunlaeipal law or agenelss, unavoidable aeeldents, unecontrollable
delays in transportition, inability o abdbtain necessary materisis
in open mardet. ar other matters beyord s reasonable contro) of
ta it operator whetrer simlizr 1o wmatters herein snumerated or
not .

21. LS8 ¥ TITLE, In tie everrt title to any traet of uni-
timed land or substantial interest trearein shall fail and the
trus owner cammot be indugsed to oin the unit igreement so that
sus: traet i not committed to tais agreemant or the operution
trmereof hereundsr becomss japraoticable is a resulit toereof, sush
tragt say b6 allminited from the unitised sre:. and the interest
of the partiss resd justad i35 = result of sush traet being elimi-
nated froe the unitized avea. In the event of 2 dispute as to
the title to any royalty, werking or sther interest sudjeet erety,
tre it perstor muay wWwitnhold paynent or delivery of the allo-
eated portion of the unitised substances Lovolved on asecount
toareof without liabiiity for intersst until the disputes is
fimally settied, provided that no paywents o>f Punds due thHe 3State
of New Hexiso #:ull be wit-reld. Jalt Operator as suor is re-
lleved froe sny responsibility for any defect or fallure of any
title ~ereundsr.

22. FUBST ENT JUINDER, Sty 91l or gas interest in linds
within e umit ires not commitited nereto prior to the submission

i@



of this agreement for final approval either by (e ‘smmission or
Commissioner may be committed heretd by t € Swner or owaners of
suen rights subsceribing or conesnting Lo t iz sgresment or exe-
cuting » ratification theresf. and if such owner is 2180 4« WOrking
interest owner, bty subseribing ts t.o osperating agreement pro-
viding for the alloecation of costs of esploration, development
and operation. After operations are commenesd hereunder, ti e
rigat of subseguent [airder by 1 working interest owaer shall be
subjeet to all t7e requirements of uny applisable operating agree-
ment between tr2 working interest »wners relative to5 the allaeus-~
tlon of costs of explaration, develaopmant nd operztion. 3 subee-
quent oinder $-.:11 be effeetive 28 of t1e first day of tre oont:
following tne filing with the Zommigsioner and t-@ Cowmigsion of
duly executed counterparts o»f the nstrupent or instruments conm-
mitting toe interest of such owner to this agreement, but suer
lolning party or partiss before participating in sng benelits
hereunder s$-:all be required to ussune and gay %o Unit perator
their proportionste s-are of trw unit sapense Lneurred prior t2
such party's or parties' .o 'nder in the unit soreement, snd the
it perstor 8 31l wike Lppropriste ad ustwents caused by sue
Jolinder, wit out any retrosctive ud usteent of revemuwm.

23. COUNTERPARTE, Tris agreoment zay be exeguted in any
number >f couterpurts, v one of w.igh mweds to be exeeuted ¥
a2ll parties or may de ratified ar consented to by separate ine-
trusent in writing speeifically referring hereto, and shall be
binding upon :11 trowe partiss who have emeuted guen s counter-
part, ratification ar econsent erei: with the same foree ind
affect 28 1f 31l such parties nid signed the same document and
regardlens of woether sr 50¢ 1t is exgcuted by zll other parties
owRing or clalming in imterest in t:e lands wit:in the sdove des-
eribed unit ires.

TR CITHESS ¥<IRECEF, e undereipywed psrtiss -aretc have cuused



this agresment {2 be miscuted zs of the respective dates set
appasite thelr siznatures.
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FRHIBIT B

IR PO LAAKS ONIT AREA, LEA CLONTY, NEe MErIC.
THNMESIFY 11 aND L2 $.UPs, RANGE 34 BAST
RCHL L B INd TR PIBCERTADE AND «7T80 P OWNENSKHIP P OlL \ND
BAL INTERZSTE IH ALl LANDS IN THE THIT AREa

L

erriding
Ho . of Btite lesae Basie Boy.slty finyaley and wording interey
seres No. and Date angd rercent wessee »f Record Pereent e

vtﬂtﬁ , State ~ 41l amile il & Guamhie 20l 4
R, G 11 -30~5%5 Aefining Compiny  Bone pefining Compurn

Rt 3tate - oLl umble 31l % sumble SL1 &
GG L~ L0ty Aef wswss Company  Nomwe gefining Compan

: a3 Btate - M1 Yumble 13 » Yusble Li1 °
Lo, G SRRRs B refining Company  Kone Reliniag Compan
P e i BLate ~ L1l ihemblie L1l % Humblie 11 &
GAG, 00 ¥k} el lning Company  Xone sefiniog Cowpan

., L2067 Ge.ate - ALl P.lilips Potrolews ¥ Allips Fetro-
RO B B~10-h0 Sompany Wty e Oomoany

rtuining 1,700,490 scpes, Sout Four lLikes
Jwif 5; county . Sew ¥giico




CERTIFICATE ¥ AFPRIVAL
3Y CoMMISSIUNER P FUBLIC LMD,
A OMIT aQRESMUNT POR USVELOPYENT AND U VERATI A
P SOUTH FOUR LARES 'MIT 4HEXR
LEL COUNTY, HEV MEXIC

Toere aving teen presentsd to the undersigned Coemissioner of

Public Lands of ¢ # 3tate of Hew Meci¢e for examination, an agreemsnt
for t:e developmant and operation of t98 Sout: Pour lakes it iree, les
County, New Hexics, dated tiw _ | < o day of September, 1 .55, in wiie.
the Humble i1 * Refiaing Compally 18 designated as Jperitor, and wnier
a8 been sxecsuted by varisus parties ocwning and ~olding 21l and zos
leapss embricing lands wit:in the unit area, and upon sxamination of
aaid igreewent, {9 Tommissioner finds:

{a] T -ab guc:. agreement will tend ity promote t 2 conservation
of 21]1 ard gas and tre Detter utllisation of reservoir
enerzy in said fleld:

()} That under the operatiuns Druposed, t e %tute will receive
its fair share of te recoveradble i1 or gas in place
under 1ta land in the areu sffected:

{e) T:at t e ?mt ig in stoer respecta for the Sest
interest of tne Btate;

{(d] Trat t 2 Agreement provides for L w unit operation of tia
fielid, for the alloeation of produetion, and t.e aszaring
of proceeds from a part of t'@ ares sovered by the Azree-
ment On an atreage basis is wpesified in the Agreement.

WA THEREFRE, by virtus of the autiority sonferred upon me by
t-o Laws of the 3tate of New Feileo, I, te undersigned Cosmissioner of
Public Lands of e State of New Veilc), for the purpose of wore praperly
conserviang t# oil and gus resources of tie State, 4o heredy eonsent to
an@ approve the above referred to Nouth Four lakes nit ‘gressent is to
t s lands of the State of lNow Kexico committed thereto, and xll1 oil and
zas leapes smbracing lands of the BState of Hew Mexieo sosmitted to sald
A stall be and tie sane are terely assnded so that the provisisns
thereol will conform to the provisions of s1id 'nit Agreeuwnt and so
that the length of tine secondary terw of eao: sue: lease as to t-e lands
within the unit sres will be extended, insofar is necsasary. to coincide
wit: the terws of said it Agrewment. ind in the svent the terwm of said
it Agreement shall be axbended ca provided therein such sxtension shall
1180 be effective to eixtend the term of each 0i1 and gas leass embrasing
lands of the Etate of Hew Mexico committed to sald Unit igreement whieh
would obiePWise axpire. so as to coineide with te extended term of
such nit Agreetent.

IN BITHESR %2833 ELF, g;u certificate of approval is siocuted
28 of this the eZ Z  Géay J%Ulhr 155,
~SE -

FL MNZ?/(/A/L

Tommisaloner of Tublic Lands of tre
State of Xew Mexleo
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Roswell, eow Mexico
September 16, 1955

“ew Hexioo (i1 Conservation Commission
Commlssioner of Public Lands
Santa Fe, New Mexieo

The Hmmble Cil & Refining Company proposes to form a wildeat wnit to
be known as the "South Four Lakes Unit" in Townships 11 and 12 3outh, Range
34 Fast, ®xhibit "B" shows the loeation of the proposed unit and its relas-
tionship to nearby fields and desp wildeats, This wnit will sover a geclogic
structure delinested by reflsction seimmogreph and subsurface geologic mep—
ping. This structure, as mapped on the top of the Devonian by seismogreph
(Exhibit *C"), has a minimm of 200 feet of closure, 3ecent subsurface
infermation has substantiated the existemce of a structure in this area.

It is the intemtion of the Hwmble Cil & Refining Company, as Unit
Operator, to drill a wildeat well of sufficient depth to test the Deverlan
formation. This well will be approximately 13,200 feet deep and should en-
counter the following formations at these spproximete depths: San Andres,
4100 feet; Abo, 7300 feet; Wolfecamp, 9100 feet; Mississippian 12,300 feet;
and Devonian, 13,000 feet.

Tahibit "A" shows the location, shape, and size of the proposed "South
Four lakes Unit,” and the lsases within the unit area., This wnit will be
five miles due east of the Bagley Welfcamp and Devonian field and one and
one-half miles northsast of the rscently disoovered Zast Bagley Wolfomsp
field. This latter pool was discovered by the Sunray No. 1 Fast Dagley Unit,
a Devonian wildeat drilled on a 1280 acre State of lew Mexico Unit. The pro-
posed wildeat locatien, 660 feet from the morth line and 1980 feet from the
cast line, of Section 2, Township 12 South, fiange 34 Zast, will fall midwy
betwsen the Sunrey No. 1 East Bagley Unit diseovery well and the Humble No,
1 State "X%, a Devonian wildoat abandemed in Jarmary, 1949.

The best chances of producticn in the preposed wildcat are belisved to
be from the Permian Wolfosmp formation and frem the Devonian (Hunton) forma-
tions The Devonian production probably will be limited to the structural
closure that is believed to exist under the unit, Wolfcamp production in
northern Lea County is not necessarily dependent upen structurel closurs
and in severwl nsarby fields extends over a consideradly larger area than
%he deepsr production. Becsuse of this it is reasonable to expect that



Page 2
Yow Hexieco (11 Conservation Commission
Santa Fe, Yew Mexico

September 16, 1955

within the proposed unit area the Wolfcemp production may extend over a
somevhat greater area than the Devonlan production.

The approval of the formation of the requested unit will be in the
interesta of onservation and of scientific and orderly development of the
oil field should one be found on this structure.

Respectfully submitted,

R. W. Bybee

Assistant Division Geologist
West Texas Division

Humble 011 & Sefining Compeny

HBJ s Jr



AMIBDNENT CF BNIT AGRZIMENT
FCR THE DENELOPNENT AMD ﬁwwm
30UTH VOUR LAKZES UNIT AREA,
LEA COUNTY, NEW MIXIEC

MER BY THEISZ PRUSENTI:

WHERZAS, as of the 1st day of Jsptember, 1555, a wais
agresaent was aade and entered iut. for the development and opere~
tion of the South Four laies Unit Area, isa County, New Nexisc, by
and between the Humble Lil & Pefining Compasy and the Falllipe
Petroleum Company, being the cwners of oil and g6 leases ssbrasing
lands of the itate uf New Mexico covering the following demeribed
lands constituting the unit ares, Sc-wit:

ﬁiﬁiéi rituldia
aontalning 1,700,496 scres, mcre or leas,
referense Lo whlch amid unit agreement is heredy neds and therehy
asde & part hwrecl; and,

FHIREAS, said unit agroement was pproved by She New Mexiso
“il Conservaticn Commission apd by the Commisalonar of Fublie lands of
the State of New Mexisc on Getober 20, 15%5; and,

WHEREAS, the Humble 041 & Refining Company snd the Phillips
Petroleum Gompany, being all of the parties %o sald unit egresmsns,
are the owners of the oll ad zaa lsase sovering the following de-
soribed lands, to-wity




Pubile ilende -0 oo ciate ol dew Mexnio ., of asmeadiog sald uait
agraement to expand the wll area te includs sald 80-more traot;
e,

AHodA s, the espanslon of amid ualt ares tu include seld
Ju-acra tract 1a uelileved to be 1. the interest of evnservation and
the preventien of wastes ol unltized substancss.

UK THAROFCORL, 1t 18 mutually suiecd potwesn the wnar -
3igned parties, subjeet to tiw congent and approval i the Comsmissioner
+I Public Lands of tne State ..J Hew hexics, that said ualt Agivenont
boe and the sanyr L8 heroby smendsd as [vil.ows:

1. That the following be substitutsd for deoticu 1 (Unit
Area} of tng wilt ajrewsent:

de UNIT AiedA, T following desoripsd iand
is sereby designated aid rocougnised aa sonstituting
the unit arems

HaW RoiICC PHINCIPAL MiRIDIAN, NEW M

Te di ey Ha 34 o,

-

5%. 35t AlL
e, 361 Wi

T 12 5o, He 34 2,

Sec, 1t Lota 3 and 4, SgNud, _

Jec, 21 ALl T

cont@inlig 1,384,450 serce, more or lsss,

Lxhidit "A” attached hereto 1s 8 map Showing
Lae dnit area and ths boundaries ad idsnkit, oof
trasts and lessos ic ssaid srea to the sxtent inown
to the Unit Operstur, £xhibit "B" sttached heretc
i® a schedule shewing Lo the extent kiow: 0 the
Unit Operator the seresgc, perventays sd wing of
ownersildp of oil and gas ilaterssts in all lenda ia
S unil ares. HNowever, ncthing herein or in said
scheduls or ump shall be constiwed as a represen-
tatics by 8y party havet. as tu ihe swoarakliy of
&y 1loterest other than such interest .r interests
&3 are shown i sald m2p or aehedule as ~waed oy
sush part;. sxbibita "A" asd "B" shali be revised
by the Unit (perab.r wirnever chauges i swerahip
iz the ualt ares render such revisios nocesser;, or
whas reguasted by the Cusmissloner of Public Lasda,
narsinalter referred to as "Comalssicner,”



ALl land cummitted To this &»m,ﬂéﬁs&f}'ﬁ ah
constitute land referrad o LErel: 8 "y ‘.tmd
iacd” or Tland subject to (als asraos g,

T above deseribed unit area =4y, wwh prac-
ticable, bu eipamied t¢ fnclude therei- an.
additional trast cr timets regamied aa z*m; BLly
necessary or adviesbls fur the purposes of thils
agreowent, such cxpindion o b made with tw

matuval consent of the partisz heretc and (he

approval of the Commissioner.

2, That revised xzhibits "A" and "B" referred t. in
Sectlo. 1, &8s amendsd apove, ave atizociad hercic and mede & cart
et

3. This sswndment 368ll be sifectlive as of {100 A, M,
toe Cirat 44y of tre montn Joilowlsg approvad o e New Bexloo 1l
Soangervation Cemalizaeisn &d tie Coxmisaloner o yublic lasde i liw
state of New Mexlou,

%, ThAat skoopt as aendsd herainabove, 8814 unlil agrea-
sent 13 beredby catilied aod oconflymed 83 to all L the teyvyy and
vrovisions haresof.

IN HITHESS wHERLQP, e wdersligned partvies bereic hawe
cRu3aT tnils apweement to oe executed as of tho reapective dates sol

Gi}m.‘iii LCraz iy 3éﬁmt"“"‘:§.

géﬁ&au 2 YA ? WRLT

ATTZST:

FORM APPROVED
Hervey,Dow&Hinkle

\ T;?ACE Q. K,
.:;atia L OCT 1 4 ]958 V. AL MALEY
Ey_m |"\I£-" g
ATPLIT
‘4 L
. (/' P Wl-/g T
- A“’IC"“T SECR Tﬁx Y
Lake . .
LA 0 TEXAS
} i3
CHNTY L0 WARRIS i
4"771;
Trio o ool aRLIdent WS Bvasbalounod Luloon del b N ‘
SAY P : £D J. HAMNER p‘l_r};cr.on IN CHARGEZEXPLORATION DEPARTMENT
~ I&li%c COWF Kfi? a2 TEXAS ] )
i * —-~é? r.‘ EEF i— =
- - ) i . - T
— WLV-.‘M ’:-:,’; ~— ,.}JiLLA SMITH
b SR P D 1 DRSS r RPN S { F ARt R

FOR
e . - - NOTARY pUBL\C IN AND s

My Comimnission Expires June 1, 1959 HARRIS Coun
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State of New Mexico EXHIBIT ‘A’
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Cal TIFICALL L APF VAL
vidl oLk oF PUBLIC L3500
TiaL 1. v undassigoed Coamissliongr WX Fubile Lendad L
the State of dew Maxlicu, beruly BPRErwve Lod BboVe B JTOIBEGLAY
amendgent to the unit agreement for the developeent asd operaticu:
£ the South Four Laxes Usit Arss, Les County, Rew Mexiow, i bix
purpese of including thw {ollowing deserived state laad sltuated

Lo Leg County, Hew Mozloy, tu-wit:

Townanlp 12 wouth, Ravge 34 -asl, HH.P.K,
sectien 1 HisWd
svataluling 80 acres, =oré or loss,

acd the oll and Zas io88: covarliy sala land shall o a5 Une same

is beresby smendad o thet the provisiung thoreol wil: confomm with

thw provisions of the sald unltl agreepunt as amded.
IM WI

> WHERIZOF this cereificate of appruval is
axacuted this day of Cetipar, i 3.

Commisgicner of Fubilc Lade
s%a%e «f Hew Hexico
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. M-HERVEY 18741952 HERVEY, DOw & HINKLE
25:1:52?1"““ FIRST NATIONAL BANK BUILDING
W.E.BONDURANT, JR.

GEORGE H. HUNKER, JR. ROSWELL, NEW MEXICO

HOWARD C.BRATTON

S.B.CHRISTY IV ~ ~
J. PENROD TOLES September 20, lj5j

Mr. W. B. Macey
New Mexico 01l Congervation Commission
Santa Fe, New Mexico

Re: South Four Lakes Unit Agreement
Dear Bill:

We enclose original and two copies of application of
Humble 011 & Refining Company for approval of the Soutn Four
Lakes Unit Agreement, which is an all-state land unit.

I have heretofore talked to Mr. Walker, Commissioner
of Public Lands, concerning this unit and he indicated that
it was satisfactory to him and we are filing with Mr. Walker
an application for approval by the Commissioner. We also
enclose three copies of the proposed form of unit agreement.
You will note that under Section 8 of the unit, a test well
is to be commenced on or before November 9th. This is to be a
deep test projected to test the Devonian and will be approxi-
mately 13,500 feet in deptn. Due to the short time in which
the well has to be commenced, we would 1like to have this
included, if possible, during the regular October hearing on
the 13th.

Yours very truly,

HERVEY, DOW & HINKLE

-

CEH:mp
Encl.



