CASE NO.
SUBMIT

CYHIBITNG _.../,......--

. efas
HEVED
HEARING DATE T80/ 82

TLO oY

BEFORE EXAMINER _S/62//99

OIL GONGERVATION DIVISION

©)

W H.Jenkins 1 0f

®

Lowagco erof

@

R-27-E
59.07 1
/ ru |ps / D.J. Sorsnson Choifont, Mages Uniecsad HEYCO HEYCO et ot
/ ©-83 & Clitron S-8-8%5 10-24-~80
@ / 7-30-79

Lowaco arof, L.C.Horris 1+8

®

G.L.Deonetal

39.83 4

HEYCO stat
$-10-85

®

9

®

®

HEYCO eral HEYCO af ai HEYCO
7-24-84 7-31-84 9-10-85
o]
W.C.Lindiey et af G.L.Deon of] 7 W.J. Sweart eral W.J. Swecrt eral J.E Srewar?
3937 HEYCO etal 3
3-8-84 HEYCO ot HEYCO etal HEYCO atat HEYCO et —
9-8-88 9-10-85 8-7-81 11-1-85 —
W.C.Lindley er6/ -
HEYCOstal @ —
7-3)- —
31-84 LG 3177 —

iuum
AN

///
®
/NM 2i49%¢

N

A

39,835 2

HEYCOetat
2-25-85

W.C.Lindieyetal

@ .

'8 Parker £st. stal

Porker £t et ol

®

PTTTTTITTITTITTOT

PorkerEsr. et 0l Lowacoetal Parker Est. etof ~  Parker Est. etal Srote Fed
(4 7.
1867 i
HEYCO stat Gulf SIS
8-7-8 6-1-83
LG 1193

\\\\\\\\x T T @

HHIHLUHHHH

—- Siote

3987 3

P Lowrence et gl

HEYCOetal b Guif —
3-18-82 F—— 6-1-83 3 -~
[~ LG 1193
F ®
Store Store

%
4

///////7/////

®

NM 21496

L el [ L

Y

5

77/

L ////'/

Superior
5 -3i-84

®

2149

SIS SIS A sl S S SIS S S S

AR K R RN R \\\\\

®
.
B

LEGEND

PUBLIC LANDS

599.07 ocs., 23.43 % of Unit Areg

STATE of NEWMEXICO LANDS
320.00cs, 12.52% of Unit Areo

PATENTED (Fee) LANDS

- TRACT NUMBER as listed on Exhibit 8"

1637.73 ocs., 64.05 % of Unil Arec

755k

EXHIBIT "A"
//gT’DBUFFALo LAKE UNIT AREA

T-15-S,R-27-E NMPM
CHAVES COUNTY, NEWMEXICO



R

i

UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR

AN

JA UNITED STATES GEOLOGICAL SURVEY
e 2Nl \c .‘—’*”—— ’
SUBMIT = 55/2, Jsp APPLICATION FDR DESIGNATION OF THE BUFFALO LAKE UNIT AREA,
ES EXICO, FOR APPROVAL OF THE DEPTH OF THE INITIAL TEST

HEARING 2 ATE CHAV

~¥TL1 TO BE DRILLED THEREUPON, AND FOR PRELIMINARY APPROVAL OF THE PROPOSED
UNIT AGREEMENT

Regional Manager
Conservation Division
United States Geological Survey
Denver, Colorado 80202 Attention: 01l and Gas Supervisors
United Statesg Geological Survey
. Albuguerque, New Mexico

Gentlemen:

Harvey E. Yates Company, Post Office Box 1933, Roswell, New Mexico,
88201, hereby makes application for Designation of the Buffalo Lake Unit
Area, Chaves County, New Mexico, as an area logically subject to development
under a Unit Plan of Operation, for approval of the depth of the Initial Test
well to be drilled upon such Unit Area, and for approval of the proposed Unit
Agreement. In support thereof, applicant states:

1. The area sought to be designated as the Buffalo Lake Unit
comprises the following described lands in Chaves County, New Mexico as more
fully described on Exhibit "A" to the proposed Unit Agreement attached hereto.

Township 15 South, Range 27 East, N.M.P.M.
Section 7: All
Section 8: All
Section 17: All
Section 18: All

Containing 2,556.80 acres more or less
2. The ownership of said lands is as follows:

Federal 23.43%
State 12.52%
Fee 64.05%

3. The Unit Area is located approximately five {5) miles Northeast
of the town of Lake Arthur, New Mexico.

4. There is also attached as Exhibit "B" to the proposed Unit Agree-~
ment a tabulation of the leases within the Unit Area and the ownership of

S. There is attached hereto a Geological Report prepared by Andrew
C. Lattu, Geologist for Applicant. This Geological Report contains a written
report, a land plat, and Atoka formation structure map.

6. The Applicant proposes to use the attached form of Unit Agree-~
ment which Ls the standard form (1968 reprint) with appropriate changes to
facilitate approval by the Commissioner of Public Lands of the State of New
Mexico and the New Mexico Oil Conservation Division. Deviations from, and
additions to, the standard form are underlined in red pencil.

7. It is felt that nearly all owners of interests in the 0Oil and
Gas leases within the proposed Unit Area are willing to cooperate with the
undersigned in the formation of this Unit and most have expressed such
willingness by letter or verbal conversation with the applicant.

h.‘mw‘\
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8. The undersigned respectfully requests Designation of the Buffalo
Lake Unit Area, preliminary approval of the proposed Unit Agreement attached
hereto, and approval of the depth of the initial well provided for therein.

HARVEY E. YATES COMPANY

BY:

Robert H. Strand, Attorney

P. O. Box 1933

300 Security National Bank Bldg.
Roswell, New Mexico 88201

RHS/1lh
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE

BUFFALO LAKE _ ~ UNTT AREA

COUNTY OF CHAVES

STATE OF _ NEW MEXICO

NO.

THIS AGREEMENT, enterved into as of the _'>___‘-Lf)_L;l_1_7______ day of lay ,
12 80, by and between the parties subscribing, ratifying, or consenting hereto,
and hevein referred to as the “partles hereto,”

WI'TNESSETH

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

WHEREAS the Mineral Leasing Act of ¥Febrnary 25, 1920, 41 Stat. 437, ag
amended, 30 U.S.C. Secs 131 et sedq., authorizes Federal lessees and their repre-
sentatives to unlte with each other, or jolntly or separately with others, In
collectively adopting and operating a cooperative or unit plan of development or
operation of any oll and gas pool, field, or like area, or any part thereof for
the purpose of move properly consecving the natural resources thereof whenever
detaermined and certified Dby the Secretary of the Tnterior to be necessary or
advisable in the public intervest; and

WHEREAS, the_ Commissioner of Public Lands of  the St

a .
athorized by an_Act  of the Leglalature (Sec. 19-10-45, 46 and 47 H.M. Statueg
TR Annotated)  to consent_ to_or approve this aqreement on behalf of the State
o New Mexico, iasofar _as_ it covers and includes landa and mineral interests of

the State of New Mexico; and

WHEREAS, the 011 Conservation Division of the State of New Mexico is authorized
b an Act of the Legislature (Chapter 72, TLaws of 1935, as amended by Chapter
193, Laws of 1937, Chapter 166, Laws of 1941, and Chapter 168, Laws of 1949) to
approve this agreement and the conservation provisions hereof.

WHERMAS the partles hereto hold sufficlent interests {n the Buffalo
___bkake Unit Area covering the land hereinafter described to give reasonably
effective control of operations therein; and

WHEREAS, it 1s the purpose of the partins hereto to conserve natural resources,
provent waste, and  secure other benefits obtalnable through development and
operation-of the area subject to this agreement under the terms, conditions, and

Timitations herein sat fForth;

NOW, CTHEREFORE, in constderatlon of the premises and the promises hecein con-
tained, the pavties heveto commit to this agreament their regpective lInterests in
the below-defined unit area, and agree severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS: The Mineral Leasing Act of February 25,
. a3 amended, supra, and all valid pertinent regulations, including operating
and unit plan vegulations, heretofore issued thereunder or valid, pertinent, and
reasonable regulations hereafter issued thercunder are accepted and made a part
of this agreement as to Federal lands, provided such regqulations are not inconsistent
with the terms of this agreement; and as to State of New Mexlco lands, the oil
and gas operating rvegulations in effect as of the effective date hereof governing
Arilling and producing operations, not inconsistent with the terms hereof or the
taws of the State of New Mexico are hereby accepted and made a part of thls agree-
ment.

1920

T.o UNIT AREA:  The area specifled on the map attached hereto marked Exhibit A



is hereby designated and recognized as conatltuting the unlt area, contalning
' 3 > lresgs.
. 2,556.80 acres, wmore or less

Exhibit “"A*" shows, in addition to the boundary of the unit area, the hound-
aries and ldentity of tracts and leases in sald area to the extent known to the
Unit Operator. Exhibit "B" attached hereto {3 a schedule showing to the
extent Known to the Unit Operator the acreage, percentage, and kind of ownership
of oil and gas interests in all land {n the unit area. However, nothing herein
or in satd schedule or map shall be construed ag a representation by any party
hevreto as to the ownership of any interest other than such interest or interegts
as are shown in sald map or schedule as owned by such party. Exhibits "A" and
“B" shall be revised by the Unit Operator whenever changes in the unit area
render such revision necessary, or when requested by the 0Ll and Gas Supervisor,

hereinafter referred to as "Supervisoc”, or when requegted by the Commigsioner of

Public Lands of the State of New Mexlco, hereinafter referred to _as “Land Com-

missioner”, and not less than five (5) copies of the revised exhibits shall be
filed with the Supervisor, and two (2) copies thereof shall be Filed with the
Land Commissioner and one (1) copy with the New Mexicn Qil Conservation Divislon,
hereinafter veferred to as "Coaservation Division"™.

The above described unit area shall when practicable he expanded to include
therein any additional lands or shall be contracted to exclude lands whenever
such expansion ovr contraction 15 deemed to he necessary or advisable to conform
with the purposes of thls agreement. Such expansion or contraction shall bhe
cftected tn the following manner:

{a) Unit Operator, on its own motion or on demand nof the Director of the
Geological Suvvey, heralnafter referred bto as "Director", or on_ demand of the
nd Commissioner, but only after prellminary concurrence by the Director and
the Land Commissioney, shall prepare a notlce of proposed expansion or contrac-
t1on describing the contemplated changes {n the bhoundaries of the unit area, the
reason therefore, and the proposed effaective date thereof, preferably the first

day of a month subsequent to the date of notice.

{b) Said notlice shall be delivered to the Supervisor, the Land mmlissioner
and the Congevvation Oivislon and coples thercof mailed to the last known
address of each working Interest owner, lessee, and lessnr whose interests are
affected, advising that 30 days will be allowed For submission to the Unit Oper-
ator of any objections.

(c) Upon expiratlion of the 30-day period provided in the preceding item
{b) hereof, Unit Operator shall file wlth the Supervisor, Land Commissioner and
Consevvation Division evidence 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 an applicatinn, in sufficient number, for approval
of such expansion or contraction and with appropriate jeinders.

(d) After due consideration of all pertinent {nformation, the expansion or
contraction shall, upon approval by the Supevvisor, the TLand Comnissioner _and
the CTonservation Division, become effective a3 of the date prescribed 1in the

e
notice thereof.

(e) All legal subdivisions of lands (i.e., 40 acres Dby Goverament survey
or its nearest lot or tract equivalent; in instances of irreqular surveys un-
usually large lots or tracts shall be considered in multiples of 40 acres or
the nearest aliquot equivalent thereof), no parts of which are entitled to be
in a participating area on or before the FiLfth annlversary of the effective date
of the fivst initial participating areca establiahed under this unit agroeement,
shall be e¢liminated automatically from thls agreement, effective as of sald
fifth anniversavy, and such lands shall no longer bhe a part of the ualt area
anJd shall no longer be subject to this agreecment, unless diligent drilling
operations ave in progress on unitized lands not entitled to participation on
said tifeh anniversary, in which event all such lands shall remain subject
herveto for so long as such drilling operatlons are contlnued Aillgently, with
not more than 90 days®' time elapsing between the completlon of one such well
and the commencement of the next such well. All leqgal subdivislons of lands not
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entitled to be in a participating area withln 10 years after the effective date
of the first initial pacticipating area approved under thias agreement ghall be
automatically eliminated from this agreement as of sald tenth anniversary. All
lands proved productive by diligent Arilling operations after the aforesald
S-ycar period shall become participating in the same manner as during said 5-
vear perlod. However, when such dlllgent drilling operations cease, all non-
participating lands shall be automatically climinated effective as of the 9lst
day thereafter. The Unit Operator shall within 90 days after the effective
daLe of any elimination hereunder, describe the area 30 eliminated to the satis-
faction of the Supevvisor and the Land_Commissioner and promptly notify all
parties In interest.

If conditions warrant extension of the l0-year period specified {n this
subsection 2(e), a single extension of not to excaeed two (2) years may be accom-
plished by consent of the owners of 90% of the working interests in the current
nonparticipating unitlzed lands and the owners of 60% of the basic royalty
interests {(exclusive of the basic royalty interests of the United States) in
nonparticipating unitized lands with approval of the Director and the Land
commissioner, provided such extensiaon application is submitted to the Director
and the Land Commissioner not later than 60 dayn prior to the explration of
s5aid ld-year period.

Any expansion of the unlt area pursuant to thia sectlon embraces lands
theretofore eliminated pursuant to this subgection 2{(e) shall not be considered
adtomatic commitment or recowmmitment of such lands.

3. UNITIZED LAND AND UNTLTIZED SUBSTANCES: All land committed teo this
agrecment shall constltute land referred to hereln as "unltized land” or *land
subject to this agreement.* All oil and gas In any and all formatlons of the
unitirzed land are unitized under the term3 of thls agreement and herein are
catled "unttized substances.”

v
.

we UNI'T OPERATOR: __  JIARVEY B, YATES COMPANY
is hereby designated as Unit Operator and by sgignature hereto as Unit Operator
agrees and consents to accept the duties and ablligations of Unit Operator for the
discovery, Jdevelopment, and production of untitized substances as herein pro-

vided., Whenever reference is made hereln to the Unit Operator, such reference
means the Undt Operator acting in the capacity and not as an owner of {(nturest
in unitized substances, and the term "worklng interest owner” when used shall
include av refer to Unit Operator as the owner of a working lnterest when such
an interest is owned by 1{t.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit Operator shall have the
right to resign at any time prlor to the establishment of a participating area
ar aveas hereunder, but such resignation shall not become effective so as to
release Unit Operator from the duties and obligations of Unit Operator and
terminate -Unit Opevator's rights as such for a perind of six months after notice

.of intent{on to resign has been served by Unit Operator on all working interest
owners, the Supervisor, the Land Commissioner and_Conscrvation Division, and
unt il all wells then drilled hereunder are placed in a satlsfactory condition
for suspension or abandonment whichever 1s required by the Supervisor as to
Federal lands_and by the Conservation Division as to State lands unless a new
Jnit Operator shall have been selected and approved and shall have taken over
and assumed the duties and obligations of Unlt Operator prior to the expiration
af sald period.

Jnit Operator shall have the right to resign in like manner and subject to
like limttatlons ag-above provided at any time a participating area establisheq
hereunder s In existence, but, in all instances of resignation or removal,
until a successor unit operator is selected and approved as herelnafter provided,
the working interest owners shall be jolntly responsible for performance of the
daties of unit operator, and shall not later than 30 days before such resignation
or removal becomes effective appoint a common agent to represent them in any
action to be taken heveunder.

~y

he resignation of Unit Operator shall not release Unlt Operator from any



liability for any default by it hereunder oceurring prior to the effective date
of its resignation.

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

The resignation or vremoval of Unit Operator under thls agreement shall not
terminate its right, title, or interest as the owner of a working interest or
other interest in unitized substances, but upon the resignation or removal of
Unit Operator becoming effective, such Unit Operator shall deliver possession
of all wells, eguipment, materials, and appurtenances used in conducting the
unit operations to the new duly qualified successor Unit Operator or to the
common agent, if no such new Unit Operator 1is elected, to bhe used for the
purpose of conducting unit operations hereunder. WNothing herein shall be con-
strued as authorizing removal of any material, equipment and appurtenances
needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator shall tender his
or its resignation as Unit Operator or shall be removed as herelnabove provided,
or a change of Unit Operator is negotiated hy working interest owners, the
owners of the working lnterests in the participating area or areas according to
thelr respective acreage interests in such partlcipating area or areas, or,
until a participating area shall have been established, the owners of the working
interests accordling to their respective acreage interests In all unitized land,
shall by majority vote select a successor Unit Operator; provided, that, if a
majority but less than 75 per cent of the working interests qualified to vote
are owned by one party to this agrecment, a concurring vote of one or more
additional working interest owners shall be required to select a new operator.
Such selection shall not become effective until:

(a) a Unit Operator so selected shall acéept in writing the dutiesn
and vesponsibllities of Unit Operator, and

(b) the selection shall have been approved by the Supervigsor and the
Land Commissioner. :

If no successor Unit Operator is selected and qualified as herein provided,
the Director and the Land Commigsioner at their election may declare this unit
agrecment terminated.

7. -ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT: If the Unit
Operator ls not the sole owner of working interests, costs and expenses incurred
by Unit Operator in conducting unlt operations hereunder shall be pald and
apportioned among and borne by the owners of working interests, all in accordance
with the agreement or agreemants entered into by and between the Unit Operator
and the owners of working interests, whether one or more, separately or
collectively. Any agreement or agreements entered Into between the working
interest owners and the Unit Operator as provided in thig section, whether one
or more, are herein referred to as the "unit operating agreement". Such unit
operating agreement shall also provide the manner in which the working interest
owners shall be entitled to receive thelr respective proportionate and allocated
share of the benefits accruing hereto in conformity with their underlying
operating agreements, leases, or other independent contracts, and guch other
rights and obligatlons as between Unlt Operator and the working interest ownerg
as may be agreed upon by Unlt Operator and the working interest owners; however,
no such unit operating agreement shall be deemed either to modify any of the
terms and conditions of this unit agreement or to relieve the Unlt Operator of
any right or obligation establighed under this unit agreement, and in case of
any inconsistency or conflict between this unit agreement and the unit operating
agreement, this unit agreement shall govern. Three true copies of any unit
operating agreement executed pursuant to this section should be filed with the



Supervisor and_one (l)_true copy with the Land Commissioner, prior to approval

of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwlse speclfi-
cally provided heveln, the exclusive rlght, privilege, and duty of exercising
any and all rights of the parties hereto which are necessary or convenlent for
prospecting for, producing, storing, allocating, and distributing the unitized
substances are hereby delegated to and shall be exercised by the Unit Operator
as herein provided. Acceptable evidence of title to sald rights sghall be
deposited with sald Unit Operator and, together with this agreement, shall con-
stitute and define the rights, privileges, and ohligations of Unit Operator.
Nothing hereln, however, shall be construed to transfer tltle to any land or o
any lease ov operating agreement, it baing understood that under this agreement
the Unit Operator, in its capacity as Unit Operator, shall exercise the rights
of possession and use vested in the parties hereto only for the purposes hereln
specified.

9. DRILLING TO DISCOVERY: Withlin silx (6) months after the effective date
huereof, the Unlt Operator shall begin to drill an adequate test well at a
locatlon approved by the Supervisor, 1f on_federal lands, or by the Land
Sommissjoner Lf on state land, or by the Conservatlon Division if on privately
owned land, unless on such effective date a well is bhelng drlilled conformably
with the terms hereof, and thereafter continue such AdArilling diligently until
the entitve Mo row formation has been tested or until at a
lesser depth unltlzed substances shall be Alscovered which can be produced in
paving quanttties (to wit: quantlties sufficlent to repay the costs of drilling,
completing, and producing operatlons, with a reasonable proflt) or the Unit
Operator shall at any tlme establish to the satisfaction of the Supervlisor {if
2 Federal land, of the Land Commligsioner 1f on State land,_or _of the Conger-
vation Division 1€ on privately owned land, that further drilling of said well
wonld he unwarrvranted or lwpracticahle; provided, however, that Unit Operator
shall not in any eveut be rvegquired to drill sald well to a depth Ln excens of
9,1y Ffeet. Untll the dAlscovery of a deposit of unitized gubstances
capable of being produced In paying quantitles, the Unit Operator shall continue
Arilling one well at a time, allowlng not more than six (6) months bhetween the
completion of one well and the beginnlng of the next well, until a well capable
of. producing unitized substances 1In paying quantities is completed to the
satisfaction of said Supervisor (f on Federal_land, of the Land Commlssioner
if on state land, ox of the Conservation Divislon if on privately owned land,
or until it 1s reasonably proved that the unitized land is incapable of pro=-
ducing unitized substances In paying quantities In the formations drilled
nereunder. Nothing in this section shall be deemed to limit the right of the
Univ Operator to resign as provided in Section 5, hereof, or as requiring Unit
Operator to commence or continue any drilling during the perind pending such
resiognation becoming effective In order to comply with the requirements of
this section. The Supervisor may modify the drilling requirements of this
section by granting reasonable extensions of tlme when, in his opinion, such
action 1s warvantaed.

dpon fallure to commence any well provided for {n this section within the
time allowed, Including any extension of time granted by the Supervisor, this
igreement will automatically terminate; upon fallure to continue drilling dill-
gently any well commenced hereunder, the Supervisor and Land Commissioner may,
after 15-days notice to the Unlt Operator, declare this unit agreement termi-
nated,

10. PLAN OF FURTHER DEVHLBPMEWB AND OPERATION: Within six (6) months
after completion of a well capable of producsing unitized substances in paylng
quantities, the Unit Operator shall submlt for the approval of the Supervisor
and Land Commigsioner an acceptable plan of development and operatlon for the
anitirzed land which, when approved by the Supervisor and the Land Commissgioner,
shall constitute the further drilling and operating obligations of the Unit
opevator under this agreement for the period gpeclfied thereln. Thereafter,
Jrom time to time before the expivatlon of any existing plan, the Unit Operator
shall submit fou the approval of the Supervisor and_the Land Commisgloner a plan
for an additional specified period for the development and operatlon of the




unitized land.

Any plan submitted pursuant to thls section shall provide for the explor-
ation of the unitized area and for the diligent drilling necesgsary for deter-
mination of the area or areas thercol capable of producing unitized sgsubatances
in paylng quantities in each and every productive formation and shall be asg
complete and adequate as the Supervisor and the Land Commigsioner may determine
to be necessarvy for timely development and proper conservation of the oil and
gas resources of the unitized area and shall:

(a) speclfy the number and locations of any wells to be drilled and
the proposed order and time for such drilling: and

{b) to the extent practicahle specify the operating practices re-
garded as necessary and advisable for proper conservation of natural resources.

Separate plans may be submitted for separate productive zones, subject to
the approval of the Supervisor and the Land Commnissloner.

Plans shall be modifiled or supplemented when necessary to meet changed con-
ditions or to protect the Interests of all parties to this agreement. Reasonable
diligence shall be exerclsed in complying with the obllgations of the approved
nlan of development. The Supervisor and the Land Commissioner are authorized
to grant a reasonable extension of the 6-month period herelin prescribed for gub-
mission of an initial plan of development where such action is justified because
of unusual conditlons or clrcumstances. After completion hereunder of a well
capadble of producing any unltlzed aubstance {n paying e¢uantitieas, no Ffurther

wells, except such as may be necessavy to afford protection agalnst operations
nat ander this agreement and guch as may be specifically approved by the Super-
visor and the Land Commissioner shall bhoe drilled axcept In accordance with a
plan of development approved as hereln provided.

11. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of
producing unitized substances In paying gquantities or as soon thereafter as
vequired by the Supervisor and Land Commissloner, the Unlt Operator shall submit
for approval by the Supervisor and Land Commissloner a schedule, based on sub-
divisions of the public land survey or allquot parts thereof, of all land then
regarded as reasonably proved to be productive in paying quantities; all lands In
sald schednle on approval of the Supervisor and_the Jand Commissioner to con-
stitute a participating avea, effective as of the date of completion of such
well or the effective date of this unit agreement, whichever is later. The
acreagas of both Federal and non-Federal lands shall be based upon appropriate
computations from the courses and distances shown on the last approved public-
land survey as of the effective date of each Initial participating area. Said

schedule shall also set foarth the percentage of unitized guhstances to he allo-
“cated as hereln provided to each tract {n the partliclpating area so establlished,
and shall govern the allocation of productlon commencing with the effective date
of the participating avea. A sepavate partlcipating area shall be established
for cach separate pool or deposit of unltlzed substances or for any group

thereof which is produced as a slngle pool or zone, and any two or more parti-
cipating areas so established may be combined into one, on approval of the
Supervisor and the Land Commissioner. When production from two or more parti-
cipating areas, so established, ls subsequently found to be from a common pool
or Jdeposit saild participating areas shall be comblined Into one effective ag of
such appropriate date as may be approved or prescribed by the Supervisor apnd
the Land Commissioner. The participating area or areas so establlshed shall he
vevised from time to time, subject to like approval, to lnclude additional land
then regarded as reasonably proved to be productive in paying quantities or
necessavry for unlt operations, or to exclude land then regarded as reasonahly
proved not to be productive in paying quantities and the schedule of allncation
vercentages shall be vevised accordingly. The effective date of any revislon
shall be the first of the month in which {s obtained the knowledge or information
on wihich such vevislon Is predicated, provided, however, that a more approprlate
effective date may be used {f justified by the linit Operator and approved by
tha Supervisor and_ the Land Commlsslioner. Nn land shall bhe excluded from a
particinating area on account of depletion of the unltized substances, except




that any partlcipating area establlished under the provislons of this unit agree-
ment shall terminate automatically when all completions in the formation on
which the participating area i3 based are abandoned.

It is the intent of this sectlon that a participating area shall represent
the area known or reasonably estimated to be productlve in paying quantities;
but, regardless of any vevislon of the participating area, nothing herein con-
tained shall be construed as requiring any retroactive adjustment for production
obtained prlor to the effective date of the revision of the participating area.

1n the absence of agreement at any time between the Unit Operator and the
Supervisor and the Land Commissioner as Lo the proper definitlion or redefinition
af a participating avea, ovr until a partlicipating acrea has, or areas have been
established as provided herein, the portion of all payments affected thereby
shall be impounded in a manner mutually acceptable to the oawners of worklng
interests and the Supervisor and the Land_ Commissgiaoner. Royaltles due the
unlted States and the State of New Maexico shall be determined by the Supervisor
and the Land Commissioner, resgpectively, and the amounts thereof shall be
deposited, as directed by the Supervisor and _the Land Commissioner to be held
as unearned monles until a participatlng area 1s finally approved and thep
applied as earned or returned in accordance witih a determlnation of the sums
due as Federal royalty and State of WNew Mexlico royalty, respectively, on the
nvasis of such approved partlcipating arvea.

Whenover it 1s determined, subject ko the approval of the Supervisor, as
to wells drilled on Federal land and the Land Commissioner as to wells drilled
on State land and of the Conservation Division as to wells drilled on privately
owned land, that a well drilled under thils agreement 18 not capable of production
in payling quantities and incluslon of the land on which {t 13 situated in a par-~
ticipating area ls unwarranted, production from such well shall, for the
purpose of settlement among all partles other than working interest owners, he
allocated to the land on which the well i3 located unlegss such land 1s already
within the participating area established for the pool or deposit from which
such production is obtained. Settlement for working interest benefits from
such a3 well shall he made as provided in the unit operating agreement.

12. ALLOCATION QF PRODUCTIONS: All unitized sgubstances produced from
ecach pavticipating area established under this agreement, except any part
thereof used In conformity with good operating practices within the unitized
area fovr drilling, operating, camp and other production or development pur-
poses, for vepressuring ovr recycling In accordance with a plan of development
approved by the Supervisor, the Land Commissioner and the Conservation Division,
or unavoldably lost, shall be deemed to be produced equally on an acreage bhaslis
from the several tracts of unitized land of the participating area established
for such production and, for the purpose of determining any benefits accrulng
under this agreement, each such tract of unitized land shall have allocated to
it such percentage of sald productlon as the number of acres of such tract
{naluded in said participating area beavs to the total acres of unitized land
in saii partlecipating area, except that allocation of productlon hereunder for
purposes other than for sgettlement of the voyalty, overridlng royalty, or
payment out of production obllgations of the respective worklng interest owners,
shall be on the basis prescribed in the unlt operating agreement whether in
conformity with the basils of alleocatlon herein set forth or otherwise., It |is
hereby agreed that production of unitized substances from a participating area
shall be allocated as provided hereln regardless of whether any wells are
drilled on any particular part or tract of sald participating area. If any gas
produced from one partlcipating area {s used for repressuring or recycllng pur-
poses in another participating area, the first gas withdrawn from such last
mentioned participating area for sale during the life of thls agreement shall
be considered to be the gas so transferred until an amount equal to that trans-
ferred shall be so produced for sale and such gas shall bhe allocated to the
participating area from which initially produced as such area was last defined
at the tlwme of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS: Any
party herceto owning or controlling the working interest in any unitized land
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having thereon a regular well locatlon may with the approval of the Supervisor ag
to Federal land, the Land Commissloner as to_state land, and the Congervation
6tvisLQQm§s_th_priyatgiyﬁvggggg~lggd, at such party's sole risk, costs, and
égﬁense, drlll a well to test any formatlon for which a participating area hasg
not been establlshed or to teat any formation for which a partliclipating area
has been establlished 1f such locatlon ls not withln sald participating area, un-
less within 90 days of recelpt of notlce from sald party of his intention to
dArill the well the Unlt Operator elects and commences to drill such a well in
like manner as other wells are drilled by the Unit Operator under this agrecment.

1f any well drilled as aforesald by a working lnterest owner resgsults in
production such that the land upon which It is sltuated may properly be included
in a participating area, such partlcipating area shall be established or enlarged
as provlded in thls agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of thls agreement and the unit
operating agreement.

If any well drilled as aforesald by a workling interest owner obtalns pro-
ductlon in quantities Lnsufficlent to justify the Iincluslion of the land upon
which such well is situated in a partlcipating area, such well may be operated
and produced by the party drilling the same subject to the conservation require-
ments of this agreement. The royalties in amount or value of productlion from
any such well shall be pald as specified in the underlying lease and agreements
affected.

14. ROYALTY SEPTLEMENT: The United States, the_State of New Mexicn, and
any voyalty owner who, s entitled to take Ln kind a share of the substances now
unitized hereunder shall hereafter be entitlad to Lhe right to take In kind fts
share of the unitlzed substances, and Unlt Operator, or the working lnterest
owner {n case of the operatlon of a well by a workling interest owner as hereln
provided for in special cases, shall make delivecles of such royalty share
taken in kind in conformity with the applicable contracts, laws, and regulatlons.
Settlement for royalty interest not taken In kind shall be made by working
interest owners responsible therefore under exlsting contracts, laws and cegu-
tatlons, ov Ly the Unit Operator on or before the last day of each month for
unitivzed substances produced during the preceding calendar month; provided, how-
evev, that nothing hereln contained shall operate to relleve the lesseces of any
iand from their respective lease obligations for the payment of any royalties
due under their leases.

17 gas obtalned from lands not subject to this agreement is introduced
into any participating area hereunder, for use in repressuring, stimalation of
production, or increasing ultimate vrecovery, In conformity with a plan of
operattons approved by the Supervisor, the Land Commissioner and the Conser-
vagion Division, a like amount of gas, after settlement as herein provided for
any gas transferred from any other participating area and with appropriate
deduction for loss from any cause, may be withdrawn from the formation into
which the gas is introduced, royalty free as to dry gas, but not as to any pro-
ducts which may be extracted thevefrom; provided that such withdrawal shall be
At such time as may be provided Ln the approved plan of operatlons or as may
otherwise be consented to by the Supervisor, the Land Commlssioner and the
Consevvation Divislon as conforming to good  petroleun enqgineering practlice;
and provided further, that such vight of withdrawal shall terminate on the
termination date of this unit agreement.,

Royalty due the United States shall be computed as provided in the operating
regulations and paid in value or delivered in kind as to all unitlized substances
on the basils of the amounts thereof allocated to unltized Federal land as pro-
vided hevein at the rates specifled in the respective Federal leases, or at
such lower rate ovr rates as may be authorized by law or regulation; provided,
that for leases on which the royalty rate depends on the dally average production
ver well, sald average production shall be determined in accordance with the
overating regulatlons as though each particlpating area were a single consoli-
datad lease.

Roy2lty due the State of New Mexico shall he computed and pald on the




basis of the amounts allocated to unitized State land as provided herein at the

rate specified in the State oll and gas lease.

Royalty due on account of privately owned lands shall be computed and paid
on the basis of all unitized substances allacated to such lands.

15. RENTAL SKEPTLEMENT: Rental or minimam royalties due on leases com-~
mitted hereto shall be pald by worklhg interest owners responsible therefore
under exlsting contracts, laws, and regulations, provided that nothing hereln
contalned shall operate to relleve the lessees of any land from thelir respective
lease obligations for the payment of any vental or mintmum royalty due under
their leases. Rental or minimum royalty for lands of the United States subject
to this agreement shall be paid at the rate speclfied in the respective leases
from the United States unless such rental or minimum royalty 1s walved, sus-
pended, or reduced by law or by approval of the Secretary or hls duly authorized
representative. Rentals on State of New Mexlco lands subject to thls agrecement
shall be paid at the rates specified in the respective leases.

With respect to any lease on non-Federal land coatainlng provisions which
would terminate such lease unless drilling operations are commenced upon the
land covered thereby within the time thevein specified or rentals are pald for
the privilege of deferring such drilling operatlons, the rentals requlired
thereby shall, notwithstanding any other provislon of this agreement, be deemed
to accrue and becom: payable during the term thercof as extended by this agree-
ment and until the required drilling operatlons are commenced upon the land
covered thereby or until some portion of such land s tncluded within a parti-
clipating area.

16, CONSERVATION: Operations herecunder and production of uniti{ized sub-
stances shall be conducted to provide for the most ecconomical and efficlent
vecovery of sald substances without waste, as deflned by or pursuant to State
or Federal law ov regulation.

17. DRAINAGE: The Unit Operator shall take such measures as the Supervisor
and tand Commissioner deem approprlate and adequate to prevent dralnage of
anitized substances from unitlzed land by wells on land not subject Lo this
agreoment.

13. LEASES AND CONTRACTS CONFORMED AND EXTEHNDED: The terms, conditions,
and provisions of all 1leases, subleases, and other contractg relating to
exploration, drilling, development, or operatlnn for oll nr gas on lands coa-
mitted to this agreement are hereby cxpressly 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 Commissloner as to State leases,
shall and pach by his approval hereof, or by the approval hereof by his duly
authorized representative, does hereby establlsh, alter, change, or revoke the
drilling, producing, rental, minimum royalty, and royalty reguirements of Federal
and State leases committed hereto and the regulations in respect thereto to
conform sald vequirements to the provisions of this agreement, and, without
limiting the generality of the foregolng, all leases, subleases, and contracts
are particularly modifled In accordance with the following: '

(a) The development and aperatlion of lands subject to this agreement
ander the terms hereof shall be deemed full performance of all obligations Ffor
development and opefatlon with respect to each and every separately owned tract
subject to this agreement, vegardless of whether there ls any development of
any particular tract of the unit area.

{b) Drilling and produclng operatinns performed hereunder upon any
tract of unitized lands will be accepted and deemed to be performed upon angd
for the benefit of each and every tract of unitized land, and no lease shall be
deemed to expire by reason of fallure to Arlll or produce wells sltuated on the
vand theraein embraced.

{c)  Suspenslon of drillling or producing nperatlons on all unittized



lands pursuant to direction or consent of the Sccretary and the Land Commlgsloner
or their duly authorized representatives shall he decemed to constltute such
suspension pursuant to such direction or consent as to each and every tract of
unitized land. A suspension of drilling or producing operations limited to
speclfied lands shall be applicable only to such lands.

{(d) Each 1lease, sublease or contract relating to the exploration,
drilling, development or operation for oll or gas of lands other than those of
the United States committed to this agreement, which, by its terms might explre
nrior to the termination of this agreement, |s 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 agrecment.

(e) Any Federal lease for a flxed term of twenty (20) years or any
renewal thereof or any part of such lease which Is made subject to this agreement
shall continue in force beyond the term provided thereln until termination hereof.
Any other fFederal lease committed hereto shall continue Ln force beyond the
term so provided therein or by law as to the land committed so long as such
lease remains subject hereto, provided that productlon 1s had in paylng quanti-
ties under this unlt agreement prior to the ecxplration date of the term of
such lease, or in the event actual drilling operatlons are commenced on unitized
land, in accordance with the provisions of thls agreement, prior to the end of
the primavy tegrm of such lease and are beilng dlligently prosecuted at that
time, such lease shall he extended for two years and so long thereafter as oil
or gas 1Is produced in paylng quantities In accordance wlth the provisions of
the Mineral Leasing Act Revislon of 1960. i

(f) Each sublease or contract relatlng to the operation and development
of unitized substances from lands of the Unlted States committed to thlg
agreement, which by 1{ts terms would expire prior to the time at which the
underlying lease, as extended by the Lmmediately preceding paraqgraph, will
explre, (s hereby extendaed beyond any such term so provided thererin so that it
shall be continued in full force and effect for and during the term of the
underlying lease as such term is hereln extended.

{g) The segregation of any Federal lease committed to this ayreement
is governed by the following provision (n the fourth paragraph of Sec. 17 (j)
of the Mineral Leasing Act, as amended Ly the Act of September 2, 1960 (74 Stat,
TR1-7854)

"Any Federal lease heretofore or hereafter committed to any
such unit plan embracing lands that are in part within and

in part outside of the area covered by any such plan shall

be segregated Into separate leases as to the lands committed
_and the lands not commltted as of the effective date of
unitization; provided, however, that any such lease as to the
nonunitized portion shall continue in fnrce and effect for the
term thereof but for not less than two years from the date of
such seyreyatlon and so long thereafter as oll or gas 1ls pro-
duced in paylng quantities.™

Any_ lease embracing lands of the State of New Mexico which is made subject
ty this agreement, shall contlnue In force beyond the term provided therein as
to lands committed hereto with the tevmination hereof.

(h) Any lease, other than a Federal lease, having only a portlion of
its lands committed hereto shall be segregated as to the portion committed and
the portion not committed, and the provislons of such lease shall apply separately
to such segregated portions commencing as of the effective date hereof. In the
event any such lease provides for a lump-sum rental payment, such payment shall
be prorated between the portlons so segregated in proportlion to the acreage of
the raspective tracts.

(L) Any leagse embracing lands of the State of New Mexico having only
a porrion of its land committed hereto, shall be segregated as to the portion
committed and the porvtlon not committed, and the provislons of such lease shall

—
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apply_separately to such segregated portlons commencing as_ of the effective

date hereof; provided, however, notwlthstanding any of the provisions of this
agreement to the contrary any lease embracing lands of the State of New Mexico
having only a portion of its lands committed hereto shall continue in full
force and effect heyond the term provided therein as to all lands embraced in
such lease, 1f oil or gas is dlscovered and is capable of belng produced in
paying quantities from some part of the lands embraced in such lease at the
explration of the secondary term of such lease; or if, at the expiration of the
secondary term, the Lessee or the Unit Operator is then engaged in bona flde
drilling or re-working operations on some part of the lands embraced in such
lease, the same, as to all landg embraced therein, shall remain in full force and

effect so long as such operations are being diligently prosecuted, and if they
result in the production of oil or gas, said lease shall continue in full force
and effect as to all of the lands embraced therein, so long thereafter as oil or

gas in paying quantities is being produced from any portion of said lands.

19. COVENANTS RUN WITH LAND: The covenants hereln shall be construed to be
covenants running with the land with respect to the interest of the parties hereto
and thelr successors in interest until this agreement terminateg. and any grant,
transfer, or conveyance, of interest in land or leases gubject hereto shall be
and hereby 1s conditioned upon the assumption of all privileges and obligationg
hereunder by the grantee, trangferee, or other successor in interest. Wo assign-
ment or transfer of any working interest, royalty, or other 1interest subject
hereto shall be binding upon Unit Operator until the first day of the calendar
month after Unlt Operator 1s furnished with the original, photostatie, or certi-
fied copy of the {nstrument of transfer.

20. EFFECTIVE DATE AND TERM: This agreement shall become effective upon
approval by the Secretary and the Land__Commissioner or their duly authorized
representatlves and shall terminate five (5) years from sald effective date unless

(a) such date of explration ls extended by the Director and_the Land
Commissioner, or

(b} it is reasonably determined prior to the expiration of the Ffixed
term or any extenslon thereof that the unitized land 1s incapable of production
of unitized substances In paying quantitlies In the formations tested hereunder
and after notice of lntention to terminate the agreement on such ground is given
hy the Unit Operator to all parties in interest at thelr last known addresses,
the agreement ls terminated with the approval of the Supervisor and Land Com-
missloner, or

{c) a valuable discovery of unitizedi substances has been made or
accepted on unitlzed land during said initial term or any extension thereof, in
which event the agreement shall remaln in effect for such term and so long as
unitized substances can be produced in quantities sufficient to pay for the cost
of producing same from wells on unltized land within any partlcipating area
established hereunder and, should productlon cease, so long thereafter as dilligent
operations are in progress for the restoration of production or discovery of new
production and 8o long thereafter as the unitized substances so discovered can be
produced as aforesaid, or

(d) it is terminated as heretofore provided in thls agreement. This
agreement may be terminated at any time by not less than 75 per centum, on an
acreage basis, of the working interest owners signatory hereto, with the approval
of the Supervisor and Land Commissionex; notlice of any such approval to be given
by the Unit Operatox to all partles hereto.

21. RATE OF PROSPECCTING, DEVELOPMENT, AND PRODUCTION: The Manager Ls hereby
vested with authorlity to alter or modify from time to time In hls discretion the
quantity and rate of production under thls agreement when such quantity and rate
is not fixed pursuant to Federal or State law or does not conform to any state-
wide voluntary conservatlon or allocaton program, whlch ls established, recog-
nized, and generally adhered to by the majority of operators in such State, such
authorlty being hereby limited to alteration or modification in the public in-
terest, the purpose thereof and the publlc interest to bhe served thereby to he
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stated in the order of alteratlon or modification. Without regard to the fore-
going, the Manager is also hareby vested with authority to alter or modify from
time to time in his discretlon the rate of prospecting and development and the
quantity and rate of production under this agreement when such alteration or
modification 1s in the intevest of attaining the conservation objectives sgtated
in this agreement and 1ls not in violation of any applicable Federal or State law.
Provided further, that no such alteratlon or modification shall be effective as

to any land of the State of New Mexico, as | to thn rate of prospecting and developing
in the absence of the sgpeclific written apptoval thereof by the Commissioner and
as to any lands of the State of New Mexico or prtvately owned lands subject to
this agreement as to the quantity and rate of production in the absence of specific
written approval thereof by the Division.

Powers in this section vested in the Manager shall only be exercised after
notice to Unit Operator and opportunity for hearing to be held not less than 15

days from notice.

22. CONFLICT OF SUPERVISION: Nelther the Unit Operator nor the working

1nterest owners nor any of them shall be subject to any forfelture, termination or
expiratlon of any rights hereunder or under any leases or contracts subject
hereto, or to any penalty or liability on account of delay or fallure in whole or
1n‘part to comply with any applicable provision thereof to the extent that the
Unit Operatox, working Interest owners or any of them are h}pdered,_delayed or

prevented from complying therewith by reason of failurp of the Unit Operator to

obtain Iin the exercise of due dillgence, the concurrence of proper representativesg
of the United States and proper representatives of the State of New Mexico in_and

about any matters or thing concerning which it 1is requlred herein that guch
concurrence be obtalined.

23. APPEARANCES: Unit Operator shall, after notice to other parties
affected, have the right to appear for and on behalf of any and all Ilnterestg
affected hereby before the Department of the Interior, the Commissioner of Publlc

lands _of the State of New Mexico and the New Mexico Qil Conservation Division and
to appeal from orders lasued under the regulations of sald Department, the Conser-
vation Division or Land Commlssioner or to apply for rellef from any of sald
regulations or 1n any proceedings relatlive to operations bhefore the Department
of the Interlor, the Land Commissioner, or Coaservation Division 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 proceedings.

24. NOTICES: All notices, demands or statements required hereunder to be
given or rendered to the parties hereto shall be deemed fully given if given in
writing and personally dellvered to the party or sent by postpald registered or
certified mall, addressed to such party or parties at their respective addresses
set forth™ in connection with the signatures hereto or to the ratification or
consent hereof or to such other address as any such party may have furnished in
writing to party sending the notice, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS: Nothing in thls agreement contalned shall
be construed as a waiver by any party hereto of the right to assert any legal or
constitutlonal right or defense as to the valldity or invalidity of any law of
the State whereln sald unitized lands are located, or of the United States, or
regulations issued thereunder 1ln any way affecting such party, or as a waiver by

any such party of any right beyond his or its authority to waive.

26. UNAVOIDABLE DELAY: All obligations under this agreement requiring the
Unit Operator to commence or continue drilling or to operate on or produce unitized
substances from any of the lands covered by this agreement shall be suspended
while the Unit Operator, desplte the exerclse of due care and diligence, is
prevented from complying with such obligatlons, in whole or in part, by strikes,
acts of God, Federal, State, or munlcipal law or agencies, unavoidable accidents,
uncontrollable delays in transportation, ilnability to obtain necessary materials
in open market, or other matters beyond the reasonable control of the Unit Operator
whether simllar to matters hereiln enumerated or not. No unit obligation which is
suspended under thls section shall become due less than thirty (30) days after it
has been determined that the suspension I8 no longer applicable. Determinatlion



of creditable "Unavolidable Delay"” tlme shall be made by the Unit Operator subject
to approval of the Supervisor and the Land Commissioner.

27. NONDISCRIMINATION: In connection with the performance of work under
this agreement, the Unit Operator agrees to comply with all the provisions of
section 202 {1) to (7) lncluslive of Executlve Order 11246 (30 F.R. 12319), which
are hereby incorporated by reference in thls agreement.

28. LOSS OF TITLE: 1In the event title to any tract of unitized land sghall
fall and the true owner cannot be induced to joln In this unit agreement, such
tract shall be automatically regarded as not committed hereto and there shall be
such readjustment of future costs and benefits as may be required on account of
the loss of such title. In the event of a dispute as to title as to any royalty,
working interest, or other interests subject thereto, payment or dellvery on
account thereof may be withheld without liability for interest until the dispute
is finally settled; provided, that, as to Federal and State land or leases, no
payments of funds due the United States Qr_the State_of New_Mexlco should be
withheld, but such funds of the Unlted States shall be deposited as directed by
the Supervisor and gsuch funds of the State of New Mexico shall be deposited as

d he Lan ommissioner 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 gettlement.

Unit Operator as such is relleved from any responsibility for any defect or
fallure of any title hereunder.

29. NON-JOINDER AND SUBSEQUENT JOINDER: If the owner of any substantial
interest in a tract within the unit area falls or refuses to suhscribe or consent
to this agreement, the owner of the working interest in that tract may withdraw
sald tract from thils agreement by written notlce delivered to the Supervisor, and
the Land Commissioner and the Unlt Operator prior to the approval of thia agreement
by the Supervisor. Any oll or gas lnterests in lands within the unit area not
committed hereto prior to submission of thls agreement for final approval may
thereafter be committed hereto by the owner or owners thereof subscribing or
consenting to this agreement, and, if the Interest is a working interegt, by the
owner of such interest also subscribing to the unit operating agreement. After
operations are commenced hereunder, the right of subsequent joinder, as provided
in this sectlon, by a working interest owner Ils subject to such requirements or
approvals, if any, pertalning to such jolnder, as may be provided for in the unit
operating agreement. After final approval hereof, Jjoinder 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 unlt agreement unless the correspondlng working interest is
committed .hereto. Joinder to the unit agreement by a working Lnterest owner, at
any time, must be accompanied by appropriate Jjoinder to the unit operating
agreament, If more than one committed working interest owner 1s involved, in
order for the interest to be regarded as committed to this unit agreement. Except
as may otherwise hereln be provided, subsequent joinders to thds agreement shall
be effective as of the €first day of the month following the filing with the
Supervisor, the Land Commisslioner and the Conservatlion Division of duly executed
counterparts of all or any papers necessary to establish effective commitment of
any tract to this agreement unless objectlon to such jolnder is duly made with 60
days by the Supervisor op Land Commissioner, provided, that ag to State Lands,
all subsequent joinders must be approved by the Land Commlssioner.

30. COUNTERPARTS: This agreement may be executed in any number of counter-
parts no one of which needs to be executed by all partles or may be ratlified or
consented to by separate instrument in writing specifically referring hereto and
shall be UbLinding upon all those parties who have executed such a counterpart,
ratification, or consent hereto with the same force and effect as Lf all such
parties had signed the same document and regardless of whether or not Lt is
executed by all other parties ownling or claiming an interest in the lands within
the above-described unit area.

1. SURRENDER: Nothing in this agreement shall prohibit the exercise by
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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 eaeh party who will or might acquire such working interest
by such surrender or by forfelture as hereafter set forth, is bound by the terms
of thls agreement.

I1f as a result of any such surrender the working interest rights as to such
lands become vested in any party other than the fece owner of the unitized
substances, sald party may forfelt such rights and further benefits from operation
hereunder as to said land to the party next in the chain of title who ghall be
and become the owner of such working interest.

If as the result of any such surrender or forfelture working interest rights
become vested In the fee owner of the unltlzed substances, such owner may:

(1) Accept those working interest rights subject to thils agreement and the
unit operating agreement; or

{2) Lease the portion of such land as ls included in a participating area es-
tablished hereunder subject to thls agreement and the unit operating agreement; or

(3) Provide for the Llndependent operatlion of any part of such land that are
not then included within a participating area establlshed hereunder.

If the fee owner of the unitized substances does not accept the worklng
interest rights subject to thls agreement and the unit operating agreement or
lease such lands as above provided within six (6) months after the surrendered or
forfelted working interest rights become vested in the fee ownexr, the benefits
and obligations of operatlons accrulng to such lands under thls agreement and the
unit operating agreement shall be shared by the remalning owners of unitized
working interests ln accordance with thelr respective working {nterest ownerships,
and such owners of working interests shall compensate the fee owner of unitized
substances in such lands by paying suns equal to the rentals, minlmum royalties,
and royalties appllcable to such lands under the lease In effect when the lands
were unitized.

An appropriate accounting and settlement shall be made for all beneflits
accruing to or payments and expendlitures made or incurred on behalf of such
surrendered or forfelted working Iinterest subsequent to the date of surrender or
forfeiture, and payment of any monies found to be owing by such an accounting
shall be made as between the parties within thirty (30) days. In the event no
unit operating agreement 1s in exlstence and a mutually acceptable agreement
between the proper parties thereto cannot be consummated, the Supervisor may
prescribe_such reasonable and equitable agreement as he deems warranted under the
circumstances.

The exercise of any right vested in a working interest owner to reassign
such working interest to the party from whom obtalned shall be subject to the
same condltions as set forth 1In this nmection in regard to the exercise of a
right to surrender.

32. TAXES: The working interest owners shall render and pay for thelir
account 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 contract after the effective date of this agreement,
or upon the proceeds or net 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 saild tract, and may currently retaln and
deduct sufficlent of the wunltized substances of derivative products, or net
proceeds thereof from the allocated share of each royalty owner to secure reim-
bursement for the taxes so pald. No such taxes shall be charged to the United
States or the State of New Mexlico or to any lessor who has a contract with his
lessee which requires the lessee to pay such taxes.

33. NO PARTNERSHIP: It is expressly agreed that the relation of the partles
hereto is that of independent contractors and nothing in this agreement contained,



expressed or implied, nor any operatlons conducted hereunder, shall create or be
deemed to have created a partnershlp or assoclation between the parties hereto or

any of them.

IN WITNESS WHEREQOF, the parties hereto have caused thls agreement to be
executed and have set opposite their respectlve names the date of execution,

UNIT OPERATOR

ATTEST: HARVEY E. YATES COMPANY
By:
Assistant Secretary Vice President
STATE OF NEW MEXICO )
)
COUNTY OF CHAVES )

The foregoing instrument was acknowledged before me this day of
,» 1980, by GEORGE M. YATES, Vice President of HARVEY E. YATES
COMPANY, a New Mexico Corporation, on behall of said corporation.

My Commission Expires:

Notary Public

15
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EXHIBIT "B"

SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS INTERESTS

BUFFALO LAKE UNIT

CHAVES COUNTY, NEW MEXICO

NUMBER STATE LEASE NO,  BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
TRACT OF & EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
Township 15 South, Range 27 East, N.M.P.M,
FEDERAL LANDS:
1 Sec. 7: Lot 1 (NWYNW%) 39.07 NM-18612 U.S.A. - All Phillips Petroleum Frank Yates 5% Phillips Petroleum
6-30-83 12.57 Company 100% Company 100%
2 Sec. 8: SE%SE% 560.00 NM-21496 U.S.A. - All Superior 0il Company A. Lansdale 47 Superior 0il Company
Sec. 17: E%, EsSwk, swiswk 5-31-84 12.5% 100% John Gates 1% 100%
Sec. 18: S%SEX
2 Federal tracts 599.07 acres or 23.437 of Unit Area
STATE OF NEW MEXICO LANDS:
3 Sec. 17: E%NW%, NWkswj 200.00 16-1193 St. of N.M. - All Gulf 0il Corporation None Gulf 0il Corporation
Sec. 18: N4SEX ’ 6-1-83 12.5% 100% 1007
4 Sec. 8: N%SEX%, SWYSE% 120.00 LG-3177 St. of N.M, - All Harvey E. Yates W. T. Wynn 1% Harvey E. Yates
11-1-85 12.5% Company 100% Company 85.02897%
Coronado Exploration
Corp. 14.9711%

2 State tracts 320.00 acres or 12.527% of Unit Area




PATENTED LANDS:

SA

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

7

7

8

7

8

8

.
.

.

Lot 4 (SW%SW%)

Lot 4 (SW%Sw%),
E%SW% & SEX

ShNW%, SWANEL

Lot 4 (SW4sw%),
E%SW%, SE%
NW%, WHNE%

E%NEX

BUFFALO LAKE UNIT

159.33 12-4-85 Lois J. Wiggins

Gross % of 15.625%
Violet Sweatt

( 79.765 1/16 of 15.625%

Net ) W. J. Sweatt

1/16 of 15.625%
Richard V. Sweatt
1/16 of 15.625%
Marlene Vestal
1/16 of 15.625%

399.53 9-10-85 Roy E. Ingram,
Gross Executor U/W of
C. Parker
(159.8828 15.6257
Net )
519.53 9-8-85 Francis THARIN
Gross PROMIX
(265.76 LOWACO, S.A.
Net ) SALABERRY, S.A,
BARICO, S.A.
Biagio CIARCIA
Marie-Alice GERNEZ-
MORIN
Mario & Laura
- PUGLIESE
15.6257
80.00 10-24-85 James E. Stewart

12.57%

Harvey E. Yates

Company 85.02897
Coronado Exploration
Corp. 14.9711%

Harvey E. Yates

Company 85.02897
Coronado Exploration
Corp. 14.9711%

Harvey E. Yates

Company 85.02897
Coronado Exploration
Corp. 14.97117%

Harvey E. Yates

Company 85.02897
Coronado Exploration
Corp. 14.,97117%

W. T. Wynn

W. T. Wynn

W. T. Wynn

W. T, Wynn

=3

1

17

17

17

Page 2

Harvey E. Yates
Company 85.02897
Coronado Exploration
Corp. 14.9711%

Harvey E. Yates
Company 85.02897%
Coronado Exploration
Corp. 14.97117%

Harvey E. Yates
Company 85.0289%
Coronado Exploration
Corp. 14.9711%

Harvey E. Yates
Company 85.02897%
Coronado Exploration
Corxp. 14.97117



PATENTED LANDS:

Lots 3, 4, Exswk
(Being the SW%)

Lots 3, 4, E5SwW%
(Being the SW%)

Lot 2 (SW4NW%), &
that part of Lot 1
(NWEW) that lies
West of the Pecos
River

swk

WENWY .

NE%, E4NWX &

that part of Lot 1
(NWNWX) that lies
East of the Pecos
River

160.10

Gross

(20.0125
Net )

9-27-84

160.10
Gross
(80.05

Net )

8~-7-84

50.00 2-25-85

510.00
Gross

(255.00
Net )

8-7-84

BUFFALO LAKE UNIT

Percy Lawrence
12.57

Francis THARIN
PROMIX
LOWACO, S.A.

SALABERRY, S.A.

BARICO, S.A.

Biagio CIARCIA

Harvey E. Yates

Company 85.02897%
Coronado Exploration
Corp. 14.9711%
Harvey E. Yates
Company 85.02897%
Coronado Exploration
Corp. 14.97117%

Marie-Alice GERNEZ-

MONIZ
Mario & Laura
PUGLIESE
L, 12,57

Walter C. Lindley Harvey E. Yates

1/3 of 12.5%

Louise L. Morgan

1/3 of 12.5%
Molly L. Byrne
1/3 of 12.5%

Francis THARIN
PROMIX
LOWACO, S.A,

SALABERRY, S.A.

BARICO, S.A.

Biagio CIARCIA

Company 85.02897%
Coronado Exploration
Corp. 14.9711%

Harvey E. Yates

Company 85.02897%
Coronado Exploration
Corp. 14.97117%

Marie-Alice GERNEZ-

MONIZ
Mario & Laura
PUGLIESE
12.57%

W. T. Wynn
John Gates

W. T, Wynn
John Gates

We T. Wynn

John Gates

W. T. Wynn
John Gates

Page 3

Harvey E. Yates

Company  85.02897
Coronado Exploration
Corp. 14.97117%
Haxrvey E. Yates
Company  85.02897%
Coronado Exploration
Corp. 14.97117%

Harvey E. Yates

Company 85.02897
Coronado Exploration
Corp. 14.97117%

Harvey E. Yates

Company 85.02897%
Coronado Exploration
Corp. 14.97117%



Page 4

BUFFALO LAKE UNIT

PATENTED LANDS:

(Being the N% of
Lot 3)

1/3 of 15.65%
Louise L. Morgan
1/3 of 15.657

Company 77.5%
Harvey E. Yates 7.57
Explorers Petroleum

O

Lattu 0.75%

9 Sec. 8: SW% 510.00 8§-7-81 Roy Ingram, as Harvey E. Yates W. T, Wynn 3.1257% Harvey E. Yates
Sec. 17: WANW% Gross Executor U/W of Company 85.02897% John Gates 3.125% Company 85.0289%
Sec. 18: NE%, E4NW% & (255.00 C. Parker - All Coronado Exploration Coronado Exploration

that part of Lot 1 Net ) 12.57% Corp. 14.9711% Corp. 14.97117%
(NWLXNWY) that lies
East of the Pecos
River
Lots 3, 4, E%SW% 160.10 Laura B. Lodewick Harvey E. Yates Wynn Harvey E. Yates
(Being the SW%) Gross John W. Lodewick  Company 77.5% Lattu 0.75%Z  Company 77.5%
(40.025 Richard B. Lode~ Harvey E. Yates 7.57% Spiral, Inc. 7.5%
Net ) wick Explorers Petroleum Explorers Petroleum
Patricia Lodewick Corporation 7.5% Corporation 7.5%
(18.757% total) Fred G. Yates, Fred G. Yates,
Inc. 7.5% Inc. 7.5%
Lots 3, 4, E%SWX 160.10 Nell W. Fields Harvey E. Yates . T. Wynn Harvey E. Yates
(Being the SW%) Gross 1/3 of 15.657% Company 77.5% . C. Lattu 0.75%Z Company 77.5%
(20,0125 Mary W. Smith Harvey E. Yates 7.57 Spiral, Inc. 7.5%
Net ) 1/3 of 15.657% Explorers Petroleum Explorers Petroleum
. Dorothy W, Sacra Corporation 7.5% Corporation 7.5%
1/3 of 15.65% Fred G. Yates, Fred G. Yates,
Inc. 7.5% Inc. 7.5%
NYNWkSWh 19.685 Walter C. Lindley Harvey E. Yates . T. Wynn Harvey E. Yates

Company 17.57%
Spiral, Inc,. 7.57%
Explorers Petroleum

Molly L. Byrne Corporation 1.5% Corporation 7.57%
1/3 of 15.65% Fred G. Yates, Fred G. Yates,
Inc., 7.5% Inc. 7.5%



PATENTED LANDS:

11 Sec. 7: SkNWkswk, N5SEXNWY,
SW4SE4NW
11 Sec. 7: ShNwkswk, NYSELNE%

SWLSELNWY

12 Sec. 7: Lot 2 (SWiNWY)

13 Sec. 7: NE%NW%

13 Sec. 7: NEkNW%

13 Sec. 7:

49.685
Gross

(24.8425
Net )

49,685
Gross
(24.8425

Net )

39.23

40.00
Gross
( 5.00

Net )

40.00
Gross
( 5.00

Net )

40.00

Gross

( 5.0
Net )

BUFFALO LAKE UNIT

7-30~84 Dorothy Bise

15.657%

7-31-84 George L. Dean

15.65%

7-24~84 Walter C. Lindley, Jr.
1/3 of 3/167%

Louise L. Morgan

1/3 of 3/16%

Molly L. Byrne

1/3 of 3/16%

12-17-86 Vern H. Jenkins- All

12.5%

12-17-86 Ruth Emma Rhodes-All

12.57%

12-17-86 Paul W. Jenkins-~All

12.57%

Harvey E. Yates

Company 77.5%
Harvey E. Yates 7.57%
Explorers Petroleum

Corporation 7.5%
Fred G. Yates,

Inc., 7.57%
Harvey E. Yates
Company 77.5%

Harvey E. Yates 7.57
Explorers Petroleum

Corporation 7.5%
Fred G. Yates,

Inc. 7.5%
Harvey E. Yates
Company 77.5%

Harvey E. Yates 7.5%
Explorers Petroleum

Corporation 7.5%
Fred G. Yates,
Inc. 7.5%

David J. Sorenson
1007

David J. Sorenson
1007

Pavid J. Sorenson
1007

W. T. Wynn
A. C. Lattu
R. C., Smith
W. T. Wynn
A. C. Lattu
R. C. Smith
W. T. Wynn
A. C, Lattu
R. C. Smith
v

0.50%
0.75%
0.257%

0.5%
0.75%
0.257%

0.57%
0.75%
0.25%

Carl Schellinger

6.25%

Carl Schellinger

6.25%

Carl Schellinger

6/25%

rage >

Harvey E. Yates

Company 77.5%
Spiral, Inc. 7.5%
Explorers Petroleum

Corporation 7.5%
Fred G. Yates,
Inc. 7.5%

Harvey E. Yates

Company 77.5%
Spiral, Inc. 7.57%
Explorers Petroleum

Corporation 7.5%
Fred G. Yates,
Inc. 7.5%

Harvey E. Yates

Company 77.5%
Spiral, Inc. 7.5%
Explorers Petroleum

Corporation 7.5%
Fred G, Yates,
Inc. 7.57%

David J. Sorenson
1007

David J. Sorenson
1007

David J. Sorenson
1007



PATENTED LANDS:

13 Sec. 7: NE%XNWY

13 Sec. 7: NEXNWX
13. Sec. 7: NE4NWK

=
=
=\
=z
=
o\

13 Sec. 7
7: NEXNwk

13. Sec.

13 Sec. 7: NEXNW%

=
[82]
N~
=z
Eaf
-

13 Sec. 7

4

40.0 12-17-86

Gross
5.0
Net)

40.0 12-17-86

Gross
( 5.0
Net )

40.0 12-17-86

Gross
( 1.875
Net )

40.0 2-9-87

Gross
(1.25
Net )

40.0 2-17~87

Gross
( 5.0
Net )

40.0 8-19-87

Gross
( 5.0
Net )

40.0 8-19-87

Gross
( 1.875
Net )

BUFFALO LAKE UNIT

Veda Josephine Storey
All - 12,57

Lindon C. Jenkins-All
12.5%

Herbert R. Dority-All
12.5%

H. R, Pierce - All
12.57%

Lois Stella Mae Titus
All - 12.5%

Wayne W. Jenkins-All
12.572

Linda M. Broadston-All
12.5%7

David

David

David

David

David

David

David

Sorenson
1007

Sorenson
1007

Sorenson
1007

Sorenson
1007

Sorenson
1007

Sorenson
1007

Sorenson
1007

Carl

Carl

Carl

Carl

Carl

Carl

Carl

Schellinger
6.25%

Schellinger
6.257%

Schellinger
6.257

Schellinger
6.25%

Schellinger
6.25

Schellinger
6.257%

Schellinger
6.25%

Page 6

David

David

David

David

David

David

David

Sorenson
1007

Sorenson
1007

Sorenson
1007

Sorenson
1007

Sorenson
1007

Sorenson
1007

Sorenson
1007



Page 7

BUFFALO LAKE UNIT

PATENTED LANDS: .

14 Sec. 7: NE%, SE4SE4NWY 170.0 7-30-84 W. J. Sweatt, et al Chalfant, Magee & None Chalfant, Magee &
- NWYNEX Gross All - 18.75% Clifton 100% Clifton 100%
(148.75
Net )
14 Sec. 7: NE%, SEXSE%NWX 170.0 7-30-84 Lois Jean Wiggins Chalfant, Magee & None Chalfant, Magee &
NW4NEX Gross All - 18.75% Clifton 100% Clifton 1007
( 21.25 X
Net )
15 Sec. 7: NEXNEX 40.0 Unleased LOWACO, et al
Minerals
15 Sec. 8: N%NW%, NWLINE4 120.0 Unleased L. C. Harris
Gross Minerals
( 24.0
Net )

12 Patented Land Tracts 1,637.73 acres or 64.05%7 of Unit Area
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