STATE OF NEW MEXICO

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
QIL CONSERVATION DIVISION

GARREY CARRUTHERS December 20, 1989 POST OFFICE BOX 2088
GOVERNOR STATE LAND GFFICE BUILDING
SANTA FE. NEW MEXICQ 87504
(505) 827-5800

Mr. William F. Carr

Campbell & Black Re: CASE NO. 9824
Attorneys at Law ORDER NO._R-9081
Post Office Box 2208 .

Santa Fe, New Mexico Applicant:

Ralph E. Williamson

Dear Sir:

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

Sincerely,

FLORENE DAVIDSON
OC Staff Specialist

Copy of order also sent to:

Hobbs 0OCD X
Artesia OCD X
Aztec OCD

Other




CAMPBELL & BLACK, p.A.

LAWYERS

JACK M CAMPBELL
BRUCE D. BLACK
MICHAEL B, CAMPBELL
WILLIAM F. CARR
BRADFORD C. BEERGE
MARK F. SHERIDAN
J. SCOTT HALL
JOHN H. BEMIS
WILLIAM P SLATTERY
PATRICIA A, MATTHEWS

HAND-DELIVERED

Mr. Michael E. Stogner
Hearing Examiner

Oil Conservation Division
State Land Office Building

Dear Mr. Stogner:

JEFFERSON PLACE
SUITE | - (1O NORTH GUADALUPE
POST OFFICE BOX 2208
SANTA FE, NEW MEXICO 87504-2208
TELEPHONE: (S505) 988-442|

TELECOPIER: (B0O5) ©983-8043

December 4, 1989

RECEIVED

DEC 9 1989

OIL CONSERVATIGN DIVISIUN

, Lea

Enclosed for your information is the preliminary approval from the Bureau of Land
Management for the Southeast Salado Unit, Lea County, New Mexico.

Ralph E. Williamson requests that this matter be enclosed in the file in the above-

referenced case.

As we receive ratifications from the other working interest owners in the Unit area, we
will provide copies to you pursuant to our testimony at the November 29, 1989 hearing.

Your attention to this matter is appreciated.

Very truly yours,

1

WILLIAM F. CARR
WEFC:mlh
Enclosure



United States Department of the Interior

BUREAU OF LAND MANAGEMENT
Rosweli District Office

P.O. Box 1307
Roswell, New Mexico 88202-1387

~ REPV Y

REFFR TO:
Southeast Salado Unit
3180 (065)

Sasle YED
Ralph E. Willjauson £
One First City Center, Suite 805 DEC 5 e
Midland, TX 79702 - J 7959
OlL Comsenyarimn o

Gentlemen: : Ci~mwdumva$mN

L
Your application of November 13, 1989, filed with the BLM requests the i
designation of the Southeast Salado Unit area, embracing 2,378.15 acres, more
or less, Lea County, New Mexico, as logically subject to exploration and
development under the unitization provisions of the Mineral Leasing Act as
anended, for all formations.

Pursuant to unit plan reguiations 43 CFR 3180, the land requested as outlined
on your plat marked Ralph E, Williamson, Southeast Salado Unit, Lea County,
New Mexico, is hereby designated as a logical unit area. This designation is
valid for a period of one year from the date of this letter.

The unit agreement submitted for the area designated should provide for a well
to test the Brushy Canyon formation, or to & depth cf 9,000 feet. Your
propesed use of the Form of Agreement for Unproved Areas will be accepted with
the modifications requested in your epplication and the corrections applied as
requested by the Bureau of Land Management and shown in red on the enclosed
Exhibits A and B.

I1f conditions are such that further modification of said standard form 1is
decuned necessary, three copies of the proposed modifications with appropriate
Justification must be submitted to this office for preliminary approval,

In the absence of any type of land requiring special provisions or any objec~
tions not now apparent, a duly executed agreement identical with said form,
modified as cutlined above, will be approved if submitted in approvable status
within a reasonable period of time, However, notice is hereby given that the
right is reserved to deny approval of any executed agreement submitted which,
in our opinicn, does not have the full commitment of sufficient lands to afford
effective control of operations in the unit area,

When the executed agreement is transmitted to the BLM for approval, include
the latest status of all acreage. In preparation of Exhibite "A" and "E",
follow closely the format of the sample exhibits attached to the reprint of
the aforementicned form,



Inasmuch 8s thig unit agrecment

of the letter to NMOCD,

1 Enclosure:
1 ~ Exhibicte A & B

involves Fee land, we are sending a copy

Sincetely,

ok ] 4o

Adoe G. Lara

Assistant District Manager,
Mineralg



CAMPBELL & BLACK, Pr.A.

LAWYERS

JACK M, CAMPBELL
BRUCE D. BLACK
MICHAEL B, CAMPBELL
witLlAM F, CARR
BRADFORD C. BERGE
MARK F. SHERIDAN
J. SCOTT HALL
JOHN H. BEMIS
WILLIAM P. SLATTERY
PATRICIA A. MATTHEWS

Florene Davidson

Oil Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources
State Land Office Building

Santa Fe, New Mexico 87503

RE: Unit Agreement

Dear Ms. Davidson:

JEFFERSON PLACE
SUITE | - 110 NORTH GUADALUPE
FOST OFFICE BOX 2208
SANTA FE, NEW MEXICO 87504-2208
TELEPHONE: (50S) 988-442|

TELECOPRIER: (505) 983-6043

November 20, 1989

s G2 (/
(redo 797

RECEIVED

NOVg@?%E
Qi CONSERVATION DIVISigy

i
#

Please find enclosed a signed and notarized copy of the Unit Operating Agreement
for the Southeast Salado Unit for filing with the Commission. The Unit Area is described
under number 2 (two) on page 1 (one) of the agreement.

If you have any questions please call me.

€nc.

cc: Ralph e. Williamson

One First City Center, Suite 805

Midland, Texas 79702

Very truly yours,

tricia A.
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UNIT AGREEMENT RECEIVED
FOR THE DEVELOPMENT AND OPERATION
OF THE NOV o 3 1,
SOUTHEAST SALADO UNIT AREA - U RSy

COUNTY OF LEA

OIL CONS
STATE OF NEW MEXICO NSERVATION Divisigy

I 22

THIS AGREEMENT, entered into as of the 23rd day of October, 1989,
by and between the parties subscribing, ratifying., or consenting
hereto, and herein referred to as the "parties hereto",

WITNESSETH!

WHEREAS, the parties hereto are the owners of working. rovalty, or
other oil and gas interests in the unit area subject to this agreement:
ancd

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Statute
477, as amended 30 U.8.C. Section 181 et. seq., authorizes Federal
lesseaes and their representatives to unite with each other, or jointly
or separately with others, in collectively adopting and operating a
unit plan of development or operations of any oil and gas pool, field,
or like area, or any part thereof of the purpose of more properly
conserving  the natural resources  thereof whenever determined and
certified by the Secretary of the Interior to be necessary or advisable
i the public interest: and

WHEREAS, the 011 Conservation Division of the New Mexico Energy
and Minerals Department, i1s authorized by an act of the Legislature
(Chapter 70 and 71, NM Statutes 1978 Annotated) to approve this
agreement and the conservation provisions hereof: and

WHEREAS, the parties hereto hold sufficient interests in  the
Southeast Salado Unit Area covering the land hereinafter described to
give reasonably effective control of operations thereini and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevenlt waste, and secure other benefits obtainable
through development and operation of the area subject to this agreement
under the terms, conditions and limitations herein set forthg

NOW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this agreement their
respective interests in  the below-defined wunit area, and agree
severally among themselves as follows:

1. ENMARLING ACT AND REGULATIONS. The Mineral Leasing Act of
February 29, 1920, as amended, supra, and all wvalid pertinent
regulations including operating and unit plan regulations, heretofore
issued thereunder or valid, pertinent and reasonable regulations
hereafter issued thereunder are accepted and made & part of this
agreement as to Federal lands, provided such regulations are not
inconsistent with the terms of this agreement; and as to non-Federal
lands, the oil and gas operating regulations in effect as of this
effective date hereof governing drilling and producing operations, not
inconsistent with the terms hereof or the laws of the State in which
the mnon~-Federal land is located, are bhereby accepted and made a part of
this agreemsent.

2 UNIT AREA. The following described land is hereby designated
and recognized as constituting the unit area:

Township 26 South, Range 23 East, M, M.F.M.
Section 23: Al

Section 24 W/2

Gection 2é&: ALl

Section 27y E/2

Section 34: N/2 NE/4, Lots 1, 2

Section 2952 All

Containing 2778.1% acres more or less.

4



Exhibit "A" shows, in addition to the boundary of the unit area,
the boundaries and identity of tracts and leases in said area to the
extent known to the Unit Operator. Exhibit "RBY attached hesreto is a
achedule showing to the extent known to the Unit Qperator, the acreage,
percentage, and kind of ownership of il and gas interests inm all lands
in the unit arsa. However, nothing herein or in Exhibites "A" and "B"
shall be construed as & representation by any party hereto as to the
ownership of any interest other tham such interest or interests as are
shown in the Exhibits as owned by such party. Exhibits "A" and "R"
shall be revised by the Unilt Operator whenever changes in the unit area
or in the ownership interests in the individual tracts render such
revision necessary, or when requested by the Authorized officer,
hereinaftter referved to as "AQ", and not less than four (4) copies of
the revised Exhibits shall be filed with the proper Burean of Land
Management office, and  one (1) copy  with  the New Mexico 0il
Conservation Division of the Energy and Minerals Department,
hereinafter referred to as "Division.

The above-described unit area shall, when practicable, be expanded
to include therein any additional lands or shall be contracted to
exclude lands whenever such expansion or contraction is deemed to be
necessary or advisable to conform with the purposes of this agreement.
Such expansion or contraction shall be effected Iin the following
manmner !

{a) Uit Operator, on its own motion (after preliminary
concurrence by the A0), or on demand of the A0 shall prepare a Notice
of Froposed Expansion or  Contraction describing the contemplated
changes in the boundaries of the unit area, the reasons therefore., any
plans for additional drilling, and the proposed sffective date of the
gupansion or contraction, preferably the first day of a month
subsequent to the date of noltice.

(k) Said notice shall be delivered to the proper Bureau of Land
Management office and the Division, and copies thereof mailed to the
last known address of each working interest owner, lessee and lessor
whose interests are affected, advising that 20 days will be allowed for
submission to the Unit Operator of any objections.

(c) Upon  expiration of the 20-day period provided in  the
preceding iftem (1) hereof, Unit Operator shall file with the A0 and the
Division, evidence of mailing of the NMotice of Expansion or Contraction
and a copy of any objections thereto which have been filed with Unit
Operator, together with an application in triplicate, for approval of
such expansion or contraction and with appropriate joinders.

{d) After due consideration of all pertinent information, the
expansion or contraction shall, upon approval by the A0 and the
Division, become effective as of the date prescribed in the notice
thereof or such other appropriate date.

() Notwithstanding any prior elimination under the "Drilling to
Discovery" section, all legal subdivisions of lands (i.e., 40 acres by
Government survey or its nearest lot or tract equivalent: in instances
of idrregular surveys, unusually  large lots or  tracts shall be
considered in multiples of 40 acres or the nearest aligueot equivalent
thereonf), no parts of which are entitled to be in a participating area
on or bhefore the fifth anniversary of the effective date of the first
initial participating area established under this unit agreement, shall
be eliminated auwtomatically from this agreement, effective as of said
fifth anniversary, and such lands shall no longer be a part of the unit
area and shall no longer be subject to this agreement, unless diligent
drilling aperabtions are in progress on unitized lands not entitled to
participation on said fifth anniversary, in which event all such lands
shall remain subject hereto for so long as such drilling operations are
continued diligently, with not more tham ninety (90) davys’ time
elapsing between the completion of one such well and the commencement
of the next such well. ALl legal subdivisions of lands not entitled to
be in a participating area within ten (10) years after the effective
date of the first initial participating area approved under this
agreement shall be automatically eliminated from this agreement as of



salid tenth anniversary. The WUnit Operator shall, within ninety (90)
days after the effective date of any elimination hereunder, describe
the area so eliminated to the satisfaction of the A0 and promptly
notify all parties in interest. All Lands reasonably proved productive
of uwunitized substances in payving guantities by diligent drilling
operations after the aforesaild S-vear period shall become participating
in the same manner as during said first S-year period. However, when
such diligent drilling operations cease, all non-participating lands
not then entitled to be in a participating area shall be automatically
eliminated effective as of the Flst day thereafter.

Any expansion of the unit area pursuant to this section which
emnbraces lands theretofore eliminated pursuant to this Subsection 2(g)
shall not be considered auwtomatic commitment or recommitment of such
lands. If conditions warrant extension of the 10-yvear period specified
in this subsection, a single extension of not to exceed two (2) yvears
may bhe accomplished by consent of the owners of Q0% of the working
interests in the ocurrent npon-participating unitized lands and the
owners of &04 of the basic rovalty interests (exclusive of the basic
rovalty interests of the United States) in non-participating unitized
lands with approval of the A0 provided such extension application is
submitted not later than sixty (60) days prior to the expiration of
said 10-yvear period.

. UNITIZED LAMD AND UNITIZED SUBSTANCES. A1l land now or
hereafter committed to this agreement shall constitute land referred to
herein as "unitized land” or "land subject to this agreement". All oil
and gas in any and all formations of the wunitired land are unitirzed
wnider the terms of this agreement and herein are called "unitized
substances".

4. UMIT OFERATOR. Ralph EBE. Williamson, Suite 930 One Marienfeld
Flace, Midland, Texas 79701, hereby designated as Unit Operator and by
signature hereto as Unit Operator agrees and consents to accept the
duties and ohligations of Unmit Operator, for the discovery,
develapment, and production of unitized substances as herein provided.
Whenever reference is made herein to the Unit Opesrator, such reference
means the Unit Operator acting in that capacity and not as am owner of
interest in unitized substances, and the term "working interest owner"
when used herein shall incluwde or refer to Undit Operator as the owner
of a working interest only when such an interest is owned by it.

S RESIGMNATION OR REMOVAL OF UNIT OFERATOR. Unit Operator shall
have the right to resigrn &t any time prior to the establishment of a
participating area or areasas hereunder, but such resignation shall not
hecoms effective so as to release Unit Operator from the duties and
obligations of Unit Operator and terminate Unit Operator’s rights as
asuch for & period of six (6) months &fter notice of intention to resign
has been served by Unit Operator on &ll working interest owners, the AOQ
and the Division, amnd wntil all wells then drilled hersunder are placed
in a satisfactory condition for suspension or abandonment, whichever isg
reguired by the A0 as to Federal lands and the Division as to fee
lands, unless a new Unit Operator shall have been selected and approved
arnd shall have taken over and assumed the duties and obligations of
Unit Operator prior to the expiration of saild period,

Unit Operator shall have the right to resign in like manner and
subject to like limitations as above provided at any time after a
participating area established hereundesr is in existence, but in all
ingtances of resignation or removal, until a successor Unit Operator is
selected and approved as hereinafter provided, the working interest
owners shall be Jjointly responsible for performance of the duties of
Unit Operator, and shall not later than thirty (30) days before such
resignation or removal becomes effective appoint a common agent to
represent them in any action to be taken hereunder.

The resigrnation of Unit Operator shall not release Unit Operator
from any liability for any default by it hereunder ococurring prior to
the effective date of its resignation.

The Unit Operator may, upon default or failure in the performance
af its duties or obligations hereuander, 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. BSuch removal shall
be effective upon notice thereof to the AQ.

The resignation or removal of Unit Operator under this agreement
shall not terminate its right, title, or interest as the owner of a
working interest or other interest in unitized substances, but upon the
resignation or removal of Unit Operator becoming effective, such Unit
Operator shall deliver possession of all wells, equipment, materials,
and appurtenances used in conducting the unit operations to the newly
gualified successor Unit Operator or to the common agent, if no such
new Unit Operator is selected, elected, to be used for the purpose of

conducting urnit operations hereunder. Nothing herein shall  be
construed as  authorizing removal of any material, eqguipment, or
appurtenances needed for the preservation of any wells.

bHa SUCCESSOR UNIT OFERATOR. Whenever the UWUnit Operator shall
tender his or dts resignation as Unit Operator or shall be removed as
hereinabove provided, or a change of Unit Operator is negotiated by the
working interest owners, the owners of the working interests according
to their respective acreage interests in all unitized land shall,
pursuant to the approval of the parties requirements of the unit
operating agreement, select a swocessor Unidt Operator. Such gelection
shall not become effoective until:

{a) a Umit Operator so sglected shall accept in writing the
duties and responsibililities of Unit Operator, and

{(h) the selection shall have been approved by the AOQ.

If no successor Unit Operator is selected and qualified as herein
provided, the A0 at his/her slection may declare this unit agreement
terminated.

7. ACCOUNTING FROVISIONS AND UNIT QFERATING AGREEMENT. If the
Unit Operator is not the sole owner of working interests, costs and
edpenses  incurred by Unit Operator in conducting unit operations
hereunder shall be paid and apportionsd among and borne by the owners

of working interest, all in accordance with the agreement or agreements
entered into by and between the Unit Operator and the owners of working
interests, whether one or more, separately or collectively. Ay

agreament or aAagreements entered into between the working interest
ownars and the Unit Operator as provided in this section, whether one
or more, are herein referred to as the "unit operating agreement'.
Buch wurmit operating agreement shall also provide the manmner in which
the working interest owners shall bhe entitled to receive their
respective proportionate and allocated share of the henefits acoruing
hereto  in conformity  with  their wunderlying operating agreements,
leases, o obther independent contracts, and such other rights and
obligations as betwsen Unit Operator and the working interest owners as
may be agreed upon by Unit Operator and the working interest ownerss
haowever, no such wunit opsrating agreemsnt shall be deemed either to
modify any of the terms and conditions of this wnit agreement or to
Felieve the Unit Opesrator of any right or obligation established under
this wunit agreement, and in case of any inconsistency or conflict
between this agreement and the unilt operating agreement, this agreement
shall govern. Two copies of any wunit operating agreement executed
pursuant  to this section shall be filed in the proper Bureauw of Land
Managemnent office and one trus copy with the Division prior to approval
af this unit agreement,

a. RIGHTS aAND ORLIGATIONSG OF UNIT OFERATOR. Except as otherwise
gpecifically provided herein, the exclusive right, privilege, and duty
of exercising any and all rights of the parties hereto which are
necessary  or  convenient for prospecting  for, producing, storing,
allocating, and distributing the wunitized substances are hereby

delegated to and shall be exercised by the Unit Operator as herein
provided. Acceptable evidence of title to said rights shall be

deposited with Unit Operator and, together with this agreement, shall
constitute and define the rights, privileges, and obligations of Unit
Operator. Mothing herein, hbowever, shall be construed to transfer
title to any land or to any lease or operating agreement, it being



understood that under this agreemsent the Unit Operator, in its capacity
as Unit Operator, shall exercise the rights of possessicon and use
vested in the parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within six (&) months after the
pffective date hereof, the Unit Operator shall commence to drill an
adequate test well at a location approved by the A0, if on Federal land
and by the Division if on Fee land, unless on such effective date a
well is being drilled in conformity with the terms hereof, and
thereafter continue such drilling diligently until the Delaware
faormation has been tested or until at a lesser depth unitized
suhstances shall be discovered which can  be produces in  paying
quantities (to-wits: quantities sufficient to repay the costs of
drilling, completing, and producing operations, with & reasonable
profit) or the Unit Operator shall at any time establish to the
satisfaction of the AQ if on Federal land or the Division if located on
Fee land, that further drilling of said well would be unwarranted or
impracticable, provided, however, that Unit Operator shall not in any
event be required to drill said well to a depth in excess of 2000 feet.
Until the discovery of lnitized substances capable of being produced in
paying aquantities, the Unit Operator shall continue drilling one well
at a time, allowing not more than $ix (&) months between the completion
of one well and the commencemsent of drilling operations for the next
well, until a well capable of producing unitized substances in paying
gquantities is completed to the satisfaction of the A0 if it be on
Federal land or the Division if on Fee land, or until it is reasonably
proved that the unitized land is incapable of producing unitized
gibstances in paying quantities in the formations drilled hereunder.
Nothing in this section shall be deemed to limit the right of the Unit
Operator to resign as provided in Section % hereof, or as requiring
Unit Operator to commence oF continue any drilling during the period
pending such resignation becoming effective in order to comply with the
requirements of this section.

The A0 may modify any of the drilling reguirements of this section
by granting reasonable extensions of time when, in their opinion, such
action is warranted.

Upon failure to commence any well as provided for in this section
within the time allowed, prior to the establisbment of & participating
area, including any extension of time granted by the A0 this agreement
will automatically terminate. Upon  failure to continue drilling
diligently any well commenced hereunder, the 60 may, after fifteen (13)
days’ notice to  the WUnit Operator, declare this unit agreement
terminated. The parties to this agreement may not initiate a request
to voluntarily terminate this agreement during the first six (6) months
af its term unless at least one obligation well has been drilled in
accordamnce with the provisions of this section.

10, FLAN OF FURTHER DEVELOFMENT AND QFERATION. Within six (&)
months after completion of & well capable of producing uwunitized
substances in paying guantities, the Unit Operator shall submit for the
approval of the AD and the Division, an acceptable plan of development
amd operation for the unitized land which, when approved by the A0 and
the Division, shall constitute the further drilling and development
obligations of the Unit Operator under this agreement for the period
specified therein. Thereafter, from time to time before the expiration
of any existing plan, the Unit Operator shall submit for the approval
of the A0 and the Division & plan for an additional specified period

for the development and operation of the wunitized land. Subsequent
plans should normally be filed on a calendar year basis not later than
March 1 each year. Ary  proposed modification or addition to  the

axdsting plan should be filed as a supplement to the plan.

Ay plan submitted pursuant to this section shall provide for the
timely euploration of the unitized area, and for the diligent drilling
rnecessary for determination of the area or areas capable of producing
unitized substances in paying guantities in each and every productive
formation. This plamn shall be as complete and adeguate as the A0 and
the Division may determine to be necessary for timely development and
proper conservation of the oil and gas rescources of the unitized area
and shalls



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

() provide a summary of operations and production for the
previous year.

Flans shall be modified or supplemented when necessary to meet
changed conditions or to protect the interests of all parties to this
agreement. Reasonable diligence shall be exercised in complying with
the obligations of the approved plan of development and operation. The
A0 is authorized to grant a reasonable extension of the 6-month period
herein prescribed for submission of an initial plan of development and
orn operation where such action is Jjustified because of unusual
conditions or circumstances.

After completion of a well capable of producing wnitized
substances in paying guantities, nor further wells, except such asz may
he necessary to afford protection against operations not under this
agreement and such as may be specifically approved by the A0 and the
Division, shall be drilled except in accordarnce with an approved plan
of development and operation.

11, FARTICIFATION AFTER DISCOVERY. Upon completion of a well
capable of producing unitized substances in paying quantities, or as
soon  thereafter as required by the A0 or the Division, the Unit
Operator shall submit for approval by the AD and the Division, a
schedule, based on subdivisions of the public-land survey or aliquot
parts thereof, of all land then reqgarded as reasonably proved to be
productive of unitized substances in paying guantities. These lands
shall constitute a participating area on approval of the AQJ and the
Division, effective as of the date of completion of such well or the
effective date of this unit agreement, whichever is later. The
acreages of both Federal and non-Federal lands shall be based upon
appropriate computation from the courses and distances shown on the
last approved public-land survey as of the effective date of each
initial participating area. The schedule shall also set forth the
percentage of unitized substances to he allocated, as provided in
Section 12 to each committed tract in the participating area so
establishecd, and shall govern the allocation of production commencing
with the effective date of the participating area. A different
participating area shall be established for each separate pool or
deposit of unitized substances or for any group thereof which is
produced as a2 single pool or zone, and any two or more participating
areas 50 established may be combined into one, on approval of the AOQ
and the Division. When production from two or more participating areas
is subsequently found to be from a common pool or deposit, the
participating areas shall be combined into one, effective as of such
appropriate date as may be approved or prescribed by the A0 and the
Rivision. The participating area or areas so established shall be
revised from time to time, subject to the approval of the AD and the
Division to include additional lands then regarded as reasonably proved
to be productive of unitized substances in paving quantities or which
are necessary for unit operations, or to exclude lands then regarded as
reasconably proved not to be productive of unitized substances in paying
guantities, and the scheduls of allocation percentages shall be revised
accordingly. The effective date of any revision shall be the first of
the month in which the knowledge or information is obtained on which
asuch revision is predicatedy provided, however, that a more appropriate
affective date may be wused if Justified by the Unit Operator and
approved by the AD and the Division. Mo land shall be excluded from a
participating area on account of depletion of its unitized substances,
except that any participation area established under the provisions of
this unit agreement shall terminate automatically whensver all
completions in the formation on which the participating areas is based
are abandaorned.

It i the intent of this section that & participating area shall
represent the area productive of unitized substances  known  or
reasonably proved to be productive in paying quantities or which are
necessary for unit operations:; but, regardless of any revision of the
participating area, nothing herein contained shall be construed as



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

In the absence of agreement at any time between the Unit Operator
antt  the a0 and the Division, as to the proper definition or
redefinition of a participating area, or until a participating area
has, or areas have, been established, the portion of all payments
affected thereby shall, except royalty due the United States, be
impounded in a manner mutually acceptable to the owners of committed
working interests and the AD. Rovalties due to the United States shall
be determined by the AD for Federal lands and the amount thereof shall
be deposited, as directed by the A0 until a participating area is
finally approved and then adjusted in accordance with a determination
of the sum due as Federal royalty on the basis of such approved
participating area.

Whenever it is determined, subject to the approval of the A0 and
the Division, that a well drilled under this agreement is not capable
of production of unitized substances in paying guantities and inclusion
in a participating area of the land on which it is situated in a
participating area is unwarranted, production from such well shall, for
the purposes of settlement among &ll parties other than working
interest owners, be allocated to the land on which the well is located,
unless such land is already within the participating area established
for the pool or deposit from which such production is obtained.
Settlement for working interest benefits from such a nonpayving unit
well shall be made as provided in the unit operating agreement.

12.  ALLOCATION OF FRODUCTION. ALl unitized substances produced
from each participating area established under this agreement, except
any part thereof used in conformity with good operating practices
within the unitized area for drilling, operating, and other production
for development purposes, for repressuring or recycling in accordance
with a plan of development and operations which has been approved by
the AQ and the Division, or unavoidably lost, shall be deemsed to be
produced equally on an  acreage basis from the several tracts of
unitized land o f the participating area established for such
production. for the purpose of determining any benefits accruing under
this agreement, each such tract of unitized land shall have allocated
to it such percentage of said production as the mumber of acres of such
tract included in said participating area bears to the total acres of
unitized land in said participating area, except that allocation of
production hereunder for purposes other than for settlement of the
royalty, over-riding royalty, or payment out of production obligations
of the respective working interest owners, shall be on the basis
prescribed in the unit operating agreement whether in conformity with
the bhasis of allocation herein selt forth or otherwise. It is hereby
agreed that production of unitized substances from a participating area
shall be allocated as provided herein regardless of whether any wells
are drilled on any particular psrt or tract of the participating area.
If any gas  produced  from  oneg  participating area is  used for
Fepressuring or recycling purposes in another participating area, the
first gas withdrawn from the latter participating area for sale during
the life of this agreement shall be considered to be the gas so
transferred, wuntil an amount equal to that transferred shall be so
produced for sale and such gas shall be allocated to the participating
area from which imitially produced as such area was defined at the time
of such transferred gas was finally produced and sold.

1%, DEVELOFPMENT  OR  OFERATION OF  NON-FARTICIFPATING LAND  OR
FORMATIONS. Any  party hereto owning or contrelling the working
interest in any wnitized land having thereon & regular well location
may with the approval of the A0 and the Division at such party’'s sole
risk, costs, and expense, drill a well to test any formation provided
the well is outside any participating area established for that
formation, unless within ninety (90) days of receipt of notice from
said party of his intention to drill the well, the Unit Operator elects
and commences to drill the well in & like manner as other wells are
drilled by the Unit Operator under this agreement,

If any well drilled under this ssction by a working interest owner
results in production of unitized substances in paying quantities such



that the land upon which it is situated may properly be included in a
participating area, such participating area shall be established or
enlarged as provided in this aqresment and the well shall thereafter be
aperated by the Unit Operator in accordance with the terms of this
agreement and the unit operating agreement.

If any well drilled under this section by a working interest owner
that obtains production in qguantities insufficient to Jjustify the
inclusion of  the land wpon  which such well is situated in  a
participating area, such well may be aperated and produced by the party
drilling the same, subject to the conservation requirements of this
agreement. The royalties in amount or value of production from any
such well shall be paid as specified in the underlving lease and
agreements affected.

14, ROYALTY SETTLEMENT. The United States and any State and any
rovalty owner who is entitled to take in kind a share of the substances
now unitized hereunder shall hereafter be entitled to the right to take
in kind its share of the unitized substances, and Unit Operator, or the
working interest owner in case of the operation of a well by a working
interest owner as hersein provided for in special cases, shall make
deliveries of such royalty share teken in kind in conformity with the
applicable contracts, laws and regulations. Qettlement for rovyalty
interest not taken in kind shall be made by working interest owners
responsible therefore under existing contracts, laws and regulations,
ar by the Unit Operator on or before the last day of each month for
unitized substances produced during the preceding calendar monthy
provided, however, that nothing in this section shall operate to
relieve the lessess of any land from their respective leasase obligations
for the payment of any royalties due under their les

75

If gas obtained from lands not subject to this agreement is
introduced in to  any participating ares hereunder, for use in
Fepressuring, stimilation of production, o increasing wltimate

recovery  in conformity with & plan of development and operaltion
approved by the A0 and the Division, & 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, bult not as to any products
which may be extracted therefrom; provided that such withdrawal shall
be at such time as may be provided in the approved plan of development
and operation or as may otherwise be consented to by the A0 and the
Division as conforming to good petroleum engineering practices; and
provided further, that such right of withdrawal shall terminate on the

Royalty due the United States shall be computed as provided in 30
CFR Group 200 and paid in value or delivered in kind as to all unitized
substances on the basis of the amounts thereof allocated to unitized
Federal land as provided in Section 12 at the rates specified in the
respective Federal lease, or abt such other rate or rates as may be
authorized by law or regulation and approved by the A0 provided, that
for leases on which the rovalty rate depends on the dailly average
production per well, saild average production shall be determined in
accordance with the operating regulations as though easch participating
area were a single consolidated lease.

15, RENTAL SETTLEMENT. Rental or minimum rovalties due on leases
committed hereto shall be paid by appropriate working interest owners
wrider existing contracts, laws, and regulations, provided that nothing
herein contained shall operate to relieve the lessees of any land from
their respective lease obligetions for the payment of any rental or
minimum royalty due under thelr leases. Fental or minimum royalty for
lands of the United States subject to this agreement shall be paid at
the rate specified in the respective leases from the United States
unless such rental or minimum royalty is waived, suspended, or reduced
by law or by approval of the Secretary or his duly authorized
representative.

With respect to  any lease  on non-Federal land containing
provisions which would terminate such lease unless drilling operations



are commenced upon the land covered thereby within the time therein
speclified or rentals are paild for the privilege of deferring such
drilling operations, the rentals required thereby ashall,
notwithstanding any other provision of this agreement, e deemed to
accerue and become payvable during the term thereof as extended by this
agreement and until the regquired drilling operations are commenced uwpon
the land covered bthereby, or until some portion of such land is
included within a participating area.

16, CONSERVATION. Operations hereunder and production of
unitized substances shall be conducted to provide for the most
economical and efficient recovery of said substances without waste, as
defined by or pursuant to State or Federal law or regulation.

17, DRAINAGE. The Unit Operator shall take such measures as the
A0 deems appropriate and adequate to prevent drainage of unitized
aubstances for uwunitized land by wells on land not subject to this
agreement which shall include the drilling of protective wells and
which may include the payment of a fair and reasonable compensatory
rovalty, as determined by the A0, ag to Federal leases.

18, LEASES AND CONTRACTS CONFORMED AND  EXTENDED. The terms,
conditions, and provisions of all leases, subleases, and other
contracts relating to exploration, drilling, development, or operation
for oil and qgas on lands committed to this agreement are hereby
expressly modified and amendsd to the extent necessary to make the same
conform to the provisions hereof, but otherwise to remain in full force

and effecty and the parties hereto hereby consent that the Secretary,
as to Federal leases shall by his approval hereof, or by the approval
hereof by his duly authorized representative, does hereby establish,

alter, change, or revoke the drilling, producing, rental minimuwm
royvalty, and rovalty requirements of Federal leases committed hereto
and the regulations in respect thereto to conform said requirements to
the provisions of this agreement, and without limiting the generality
of the foregoing, all leases, subleases, and contracts are particularly
modified in accordance with the following:

(&) The development and operation of lands subject to this
agreement under the terms hereof shall be deemed full performance of

all obligations for development and operation with respect to each and
gvery separately owned tract subiect to this agreement, regardless of
whether there i1s any development of any particular tract of this unit
ArEa .

(b)) Drilling and producing operations performed hersunder uapon
any tract of unitized lands will be accepted and deemed to be performed
upon and for the benefit of each and every tract of uwumitized land, and
no lease shall be deemed to expire by reason of failure to drill or
produce wells situated on the land therein embraced.

() Buspension of derilling or producing operations on all
unitized lands pursuant to direction or congsent of the 60 or his duly
authorized rapresentative, shall b tleemed to constitute such
suspension pursuant to suweh direction or consent as to sach and every
tract of wunitized land. A suspension of drilling or producing
operations limited to specified lands shall be applicable only Lo such

landea.

(cy Each leasse, sublsase or contraclt relating to the exploration,
gdrilling, developmant, or operation for oil or gas of lands other than
those of the United States committed to this agreement which, by its
terms might expilre prior to the termination of this agreement, is
hereby estended beyond any such fterms so provided therein so that it
shall bhe continued in full force and effect for and during the term of
this agreemsnt.

(&) finy Federal lease committed hereto shall continue in force

beyvond the term so provided thersin or by law as to the land committed
g long as such lease remains subiect hereto, provided that production
of unitized substances in paying quantities is established under this

unit agreement prior to the expiration date of the term of such lease,
o in the svent actual drilling operations are commenced on unitized
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of production of wunitized substances in paying guantities in  the
formations tested hereunder, and after notice of intention to terminate
this agreement on such ground is given hy the Unit Operator to all
parties in interest at their last known addresses, this agreement is
terminated with approval of the AD0; or

(i) a wvaluable discovery of unitized substances in  paying
guantities has been made or accepted on wnitized land during said
initial term or any extension thereof, in which event this agreement
shall remain in effect for such term and so long thereafter as unitised
substances can bhe produced as to Federal lands in quantities sufficient
to pay for the cost of producing same from wells on unitized land
within any participating area established hereunder. Should production
cease and diligent drilling operations to restore production or new
production are not in progress or reworking within sixty (60) days and
production is not restored or should new production not be obtained in
paying quantities on committed lands within this unit area, this
agreement will auvtomatically terminate effective the last day of the
month in which the last unitized production occourred; or

(cl) it is voluntarily terminated as provided in this agreement.
Except as noted hereln this agreement may be terminated at any time
prior to the discovery of unitized substances which can be produced in
paying guantities by not less than 73 per centum, on an acreage basis,
of the working interest owners signatory hereto, with the approval of
the AO. The Unit Operator shall give notice of any such approval to
all parties hereto. Voluntary termination may not ococur during the
first six (&) months of this agreement unless at least one obligation
well shall have been drilled in conformance with Section 9.

21, RATE OF FROSFECTING, DEVELOFMENT, AND FRODUCTION. The A0 is
hereby vested with authority to alter or modify from time to time, at
hig discretion, the quantity and rate of production wunder this
agreement when such gquantity and rate are not fixed pursuant to Federal
ar State law, or do not conform  to  any  State-wide voluntary
conservation o allocation program which is established, recognized,
and qgenerally adhered to by the majority of operators in such State.
The above  authority is hereby limited to alteration or modifications
which are in the public interest. The public interest to be served and
the purpose thereof, must be stated in the order of alteration or
modification., Without regard to the foregoing, the A0 is also hereby
vestad with authority to alter or modify from time to time, at his
gdiscretion, the rate of prospecting and development and the quantity
and rate of production under this agreement when such alteration or
moadification is  in the interest of attaining the conservation
objectives stated in this agrsement and is not in violation of any
applicable Federal or Btate lawi provided, furthsr, that no such
alteration or modification shall bhe effective as to privately owned
lands subject to this agreement as  to the guantity and rate of
production in the absence of specific written approval thereof by the
Division.

Fowers in the section vested in the A0 shall only be exercised
after notice to Unit Operator and opportunity for hearing to be held
not less than 19 davs from notice.

22 APPEARANCES. Umit Operators shall, after notice to other
parties affected, have the right to appear for and on behalf of any and
all interest affected hereby before the Department of the Interior and
the 0il Conservation Division, and to appeal from orders issued under
the regulations of said Department or the Division or to apply for
relief from any of said regulations, or in any proceedings relative to
operations before the Department and the Division or any other legally
constituted auwthoritys; provided, however, that any other interested
party shall also have the right at its own expense to be heard in any
such proceeding.

23, NOTICES. Al notices, demands, or statements required

hereunder to be given or rendered to the parties hereto shall be in
wiriting and shall be personally delivered to the party or parties, or
sent Dy postpald registersed or certifisd mail, to the last krown
address of the party or partiss.



24,  NO WAIVER OF CERTAIN RIGHTS. NMothing contained in this
agreement shall be construed as & waiver by any party hereto of the
right to assert any legal or constitutional right or defense as to the
validity or invalidity of any law of the State where unitized lands are
located, or of the lUnited States, or regulations issued thereunder in
any way affecting such party, or as a waiver by any such party of any
right beyond his or its authority to waive,

23,  UNAVOIDARLE DELAY. A1l obligations wunder this agreement
requiring the Unit Operator to coomence or continue drilling, or to
operate on, or produce unitized substances from any of the lands
covered by this agreement, shall be suspended while the Unit Operator,
despite the exercise of due care and diligence, is prevented from
complying with such obligations, in whole or in part, by strikes, acts
of God, Federal, State, or municipal law or agencies, unavoidable
accidents, uncontrollable delays in transportation, inability to obtain
necessary materials or equipment in open market, or other matters
beyond the reasonable control of the Unit Operator whether similar to
matters herein enumerated or not.

26, NONDISCRIMINATION. In connection with the psrformance of
work under this agreement, the Unit Operator agrees to comply with &ll
the provisions of Section 202 (1) to (7) inclusive of Executive Order
11246 (20 F.R. 12319), as amended which are hereby incorporated by
reference in this agreemsnt. ‘

27 L0888 OF TITLE. Im the event title to any tract of unitized
Jand shall faill and the true owner cannot be induced to join in this
unit agreement, such tract shall be automatically regarded as not
committed hereto, and there shall be such readjustment of future costs
and bhenefits as may be required on account of the loss of such title.
Im the event of a dispute as to title to any royalty, working interest,
or other interests subject thereto. payment or delivery on account
thereof may be withheld without liability for interest until the
dispute is finally settled; provided, that, as to Federal lands or
leases, no payments of funds due the United States shouwld be withheld,
but such funds shall be deposited as directed by the A0 to be held as
unearned money pending final settlement of the title dispute, and then
applied as earned or returned in accordance with such fimnal settlement.

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

28. NONM-JOINDER AND SUBRSEQUENT JOINDER. If the owner of any
substantial interest in a tract within the unit area fails or refuses
to subscribe or consent to this agreement, the owner of the working
interest in that tract may withdraw the tract from this agreement by
written notice delivered to the proper Bureaw of Land Management
office, the Division and the Unit Operator prior to the approval of
this agreement by the AD0. Any oil or gas interests in lands within the
wnit area not committed hereto prior to final approval may thereafter
be committed hereto by the owner o owners thereof subscribing ar
consenting to  this agresment, and, 1if the interest 1is a working
interest, by the owner of such interest only subscribing to the unit
operating agreement. Aftter operations are commenced hereunder, the
right of subsequent Joinder, as provided in this section, by a working
interest owner 1is subject to such requirements or approval(s), if any,
pertaining to such Jjoinder, as may be provided for in the unit
operating agreement. After fimal approval hereof, joinder by a non-
working interest owner must be consented to in writing by the working
interest owner committed hereto and responsible for the payment of any
henefits that may acocrue hereunder in behalf of such non-working
interest. A non-working interest may not be committed to this unit
agreement unless the corresponding working interest is committed
hereto. Joinder to the unit agreement by a working interest owner, at
any time, must be accompanied by appropriate Joinder to the unit
operating agreement, in order for the interest to be regarded as
committed to this agreement. Except as may otherwise herein be
provided, subsequent Joinders to this agreement shall be effective as
of the date of the filing with the A0 and the Division of duly executed
counter parts of all or any papers necessary to establish effective
commitment of any interest and/or tract to this agreement.

ol
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29.  COUNTERFARTS. This agreement may be executed in any number
of counterparts, no one of which needs to be executed by all parties,
or may be ratified or consented to by separate instrument in writing
gpecifically referring hereto and shall be binding upon all those
parties who have executed such a counterpart, ratification, or consent
hereto with the same force and effect as 1if all such parties had signed
the same document and regardless of whether or not it is executed by
all other parties owning or claiming an interest in the lands within
the above described unit area.

Z0. SURRENDER. Nothing in this agreement shall prohibit the
exercise by any working interest owner of the right to surrender vested
in such party by any lease, sublease, or operating agreement as to all
or any part of the lands covered thereby, provided that sach party who
will or might acquire such working interest by such surrender or by
forfeiture as hereafter set forth, is bound by the terms of thig
agreemsnt.

If as a result of any such surrender, the working interest rights
as to such lands become vested in any party other than the fee owner of
the unitized substances, saild party may forfeit such rights and further
benefits from operation hereunder as to said land to the party next in
the chain of title who shall be and become the owner of such working
interest.

If, as a result of any swech suwrrender or forfeiture, the working
interest rights become vested in the fee owner of the unitized
substances, such owner may:

(&) acocept  those working interest rights subject to  this
agreesmant and the unit agreemsent; or

() lease the portion of such land as is idncluwded 4in  a
participating area sestablished hereunder subject to this agreement and
the unit operating agreement; or

() provide for the independent operation of any part of such
land that is not then included within a participating area established
hereurdar.

If the fee owner of the unitized substances doss not accept the
working interest rights subject +to  this agreement and the unit
operating agreement or lease such lands as above provided within six
{(6) months after the surrendered or forfeited, working interest rights
become wvested in the fee owner, the benefits and obligations of
pperations accruing to such lands under this agreement and the unit
operating agreement shall be shared by the remaining owners of unitized
working interest in accordance with their respective working interest
ownerships, and such owners of working intsrests shall compensate the
fee owner of unitized substances in such lands by paying sums equal to
the rentals, minimum rovalties, and royalties applicable to such lands
under the lease in effect whern the lands were unitized.

A appropriate  accounting and settlement shall be made for all
benefits acoraing to or payments and expenditures made or incurred on
behalf of such surrendered or forfelted working interest subsequent to
the date of surrender or forfeiture, and payment of any monies found to
he owing by such an accounting shall be made as between the parties
within thirty (30) days.

The erercise of any right vested in a working interest owner to
reassign such working interest to the party from whom obtained shall be
subject to the same conditiomns as set forth in this section in regard
to the exercise of a right to surrender.

1. TAXES. The working interest owners shall render and pay for
their account and the account of the rovalty owners all valid taxes on
or measured by the unitized substances in and under o that may be
produced, gathered and sold from the land covered by this agreement
atter its effective date, or upon the proceeds derived therefrom. The
working interest owners on each tract shall and may charge the proper
proportion of said taxes to royalty owners having interest in said



tract, and may currently retain and deduct a sufficient amount of the
unitized substances or derivative products, or net proceeds thereof,
from the allocated share of each rovalty owner to secure reimbursement
for the taxes so paid. No such taxes shall be charged to the United
States or to any lessor who has a contract with his lessee which
requires the lessee to pay such taxes.

T2. NO FARTNERSHIF. It is expressly agreed that the relation of
the parties hereto is that of independent contractors and nothing
contained in this agreement, expressed or implied, nor any operations
conducted hereunder, shall coreate or be deemed to have ocreated a
partnership or association between the parties hereto or any of them.

I3, BURFACE AND ENVIRONMENTAL FPROTECTION STIFULATIONS. Nothing
in this agreement shall modify or change either the special Federal
lease stipulations relating to surface management or such special
Federal lease stipulations relating to surface and environmental
protection, attached to and made a part of, 0il and Gas lLeases covering
lands within the Unit Area.

IN WITNESS WHEREOF, the parties hereto bave caused this agreement
to be executed and have set opposite their respective names the date of
evecution.

UNIT OFERATOR AMD WORKING INTEREST OWMER

RALFH BE. WILLIAMSON

Date of E'.}:ea(:u‘lt'.ic:nmr e /,ﬂ
Ty 070 /A .
a5 S s
I /

Address:

One Marienfeld Flace, Suite 550
Midland, Texas 79701

STATE OF TEXAS Y (

)

COUNTY OF MIDLAND 3 (
On this 14 day of oo\ sea . 1989 before me

appeared RALFH E. WILLIAMSON krown to me to be the person whose name is
subscribed to the foregoing instrument and acknowledged to me that he
executed the same for the purposes and consideration therein eupressed.
MARY = BER
NOTARY PUBLIC
State of Texas

COR™ XL Q522

Ry g

\\\J\\MA\\ LM\J

Motary(\Fublic in and for
the SHtate of Teuas




NON-OFERATOR UNIT FARTICIFANTS

ATTEST : CONOQCO INC.
BY ¥
Address: Date of Execution

FO Rox 460
Hobbs, New Mexico 883240

STATE QF )¢
COUNTY OF ) (
This instrument was achknowledged before me on the day of
s 1989, by \
of CONQCO INC. a corporation,
an behalf of said corporation.
My Commission Expires:
Notary Fublic
ATTEST Ewson Corporation
BY:
Addresss Date of Execution
FO Rox 1600
Midland, Texas 79702
STATE OF )
COUNTY OF ) (
This instrument was acknowledged bhefore ne on the _ day of

1989, by .
of EXXON CORFORATION a
corporation, on behalf of said corporation.

My Commission Explres:

Notary FPublic




ATTEST 1 Abo Fetroleum Corporation

BY 1

Address s Date of Execution

109 South 4th Street
Artesia, New Mexico 88210

STATE OF ) (

COUNTY OF ) (

This instrument was acknowledged before me on the
s 1989, by

of ARD FETROLEUM CORFORATION a
corparation, on behalf of said corporation.

My Commission Expires:

Natary Fublic

ATTEST » MYCO TIndustries, Ina.

BY

Acdcdrmess s Date of Exdecution

108 SBouth 4th Street
Artesia, Mew Mexdico 88210

STATE OF ) (

COUNTY OF 3 (

This instrument was acknowledged before me on the
s 1989, by

day of

of MYCO INDUSTRIES INC. a

corporation, on behalf of said corporation.

My Commission Explres:

Motary Fublic




ATTEST @ Yates Fetroleum Corporation

BY

Address: Date of Execution

105 South 4th Street
Artesia, New Mexico 88210

STATE OF )

COUNTY OF M

This instrument was acknowledged hefore me on the __  day of
s 1989, by
of YATES PETROLEUM CORFORATION a

corporation, on behalf of said corporation.

My Commission Expires:

Motary Fublic

ATTEST Yates Drilling Company

BY

Address NDate of Execution

1035 South 4th Street
Artesia, Mew Mexico 88210

STATE OF )«

COUNTY OF ) €

This instrument was acknowledged before me on the day of
s 1989, by
of YATES DRILLLING COMPANY a
corparation, on behalf of saild corporation.

Notary Fublic




ATTEST : Enron 011 & Gas Company

BYs

Address: Date of Evecution

FO Rox 1188
Houston, Texas 77251-1188

STATE OF ) (
COUNTY OF ) (

This instrument was acknowledged bhefore me on the
s 1989, by

. tday of

3

of EMRON OIL & GAS COMFANY a
corporation, on behalf of said corporation.

My Commission Expires:

Notary Fublic

ATTEST: Fogo Producing Company
BY:
Addresss Date of Execution

FO Rox 2504
Houston, TX 77252-2504

STATE OF ) (

COUNTY OF ) (

This instrument was acknowledged before me on the

y» 1989, by

. day of

of FOGO FRODUCING COMFANY a

corporation, on behalf of said corporation.

My Commission Explress

Motary Public




ATTEST: JFG Enterprises

BY s

Address: Date of Execution
FO Rox 100
Artesia, New Mexico 88210-0100
STATE OF ) (
COUNTY OF )¢

This instrument was acknowledged before me on the day
of . 1989, by .

s on behalf of JFG ENTERFRISES, a partn&rshipn

My Commission Expires:

Motary Fublic




EXHIBIT A
to Unit Agreement
Southeast Salado
2,378.15 acres
Divided Federal Unit
Lea County, New Mexico
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EXHIBIT B
to Unit Agreement
Southeast Salado
tea County, New Mexico

Tract 8 Land Description No. Acres Serial % & Expiration  Lessee of Record
i. 1-26-8, R-33-E 672,95 NM 02965-A; HRP Conoco Inc.
Sec. 23: 5E/4 NW/4 )
Sec. 24: W2
Sec. 262 E/2 W/2
Sec. 34 Lots i, 2,
& N/2 NE/4
2. T-26-§, R-33-E 432,50 NM 770833 9/1/93 Conoco Inc.
Sec, 23: E£12
Sec, 35: Lots {, 2,
& NH/4 NE/A4
3. T-26-5, R-33-E 40.900 NM 806485 2/1/94 Conoco Inc,
Sec. 23: NE/4 NW/4
5, 7-26-8, R-33-E 320.00 WM 607873 3/1/90 Abo Petroleua Corp.
Sec. 261 E/2 Yates Drilling Co.
¥YCO Industries, Inc,
Yates Petroleua Corp.
3. T-26-5, R-33-E 80,00 NM 567323 10/1/93 Pogo Producing Co.
Sec, 23: SH/A NHW/4
Sec. 35: NE/4 NE/4
b, T-26-5, R-33-E 40,00 NM 633783 11/1/90 Pogo Producing Co.
Sec, 231 NH/4 NW/4
7. T-26-5, R-33-E 80.00 WM 611355 2/1/93 Enron 0il & Bas Co.
Sec. 23: N/2 SH/4
8. T-26-§, R-33-E 160,00 WM 60359; 1/1/90 JF6 Enterprises
Sec. 27: 5E/4
9. 7-26-§, R-33-E 80.00 NM 433805 11/1/90 Exxon Corporation
Sec. 261 HW/2 SW/4
19. T-26-5, R-33- 152,70 NM 630293 B/1/90 Exxon Corporation
Sec. 35: Lots 3, 4,
& N/2 N#/4
11, T-26-5, R-33-E 320,00 FEE LANDS; 9/23/91 Conoco Inc.
Sec. 231 §/2 SW/A
Sec. 26t W/2 NW/4
Sec, 27: NE/4
RECAPITULATION

2,098,135 acres Federal Lands - B6.54416% of Unit Area

320.00 acres Fee Land - 15.43584% of Unit Area

2,378.15 TOTAL ACRES

Operating Rights # %

fonoco Inc.

Conoco Inc.

Conoco, Inc.

Abo Petroleua Corp.
Yates Drilling Co.
MYCO Industries, Inc,
Yates Petroleun Corp.

Paga Producing Co.

Pogo Producing Co.

Enron 0il & Bas Co.

ABDVE 5,400 FEET:
JF6 Enterprises

BELOW 5,400 FEET:
Exxon Corporation

Exxon Corporation

Exxon Corporation

Conoco Inc.

100,001

100,00

100.00%

0.301
0,304
0.30%
0.10%

100.00%

100.00%

100.00%

100.00%
100.00%

100.00X

100.00%

100.00%



EXHIBIT B continued
to Unit Agreement
Southeast Salado

Lea County, New Mexico

Contributions from Lessees:

Company Tract (s) Acres Percentage of Unit
Conoco Inc. 1, 2, 3, 11 1,465.45 61.62142%

Yates Pet. Corp, 4 » 320.00 13.45583%

et al

Pogo Prod. Co. 5, 6 120.00 5.04593%

Enron 0 & G Co. 7 80.00 3.36395%

Exxon Corp. 8, ?, 10 392.70 16.51283%

Address of Parties (for notification Purposes):

Ralph E. Williamson

One Marienfeld Place, Suite 550
Midland, Texas 79701

(715) 683-2200

Conoco Inc.
PO Box 4460
Hobbs, New Mexico 88240

Exxon Corporation
PO Box 1400
Midland, Texas 79702

Abo Petroleum Corporation
Yates Drilling Company

MYCO Industries, Inc.

Yates Petroleum Corporation
105 South 4th Street
Artesia, New Mexico 88210

Enron 0il & Gas Company
PO Box 1188
Houston, Texas 77251-1188

Pogo Producing Company
PO Box 23504
Houston, Texas 77252-2504

JFG Enterprises
PO Box 100
Artesia, New Mexico 88210-0100



