
DOYLE HARTMAN 
Oil Operator 

3811 TURTLE CREEK BLVD., SUITE 200 
DALLAS, TEXAS 75219 

(214)520-1800 

(214) 520-0811 FAX 

Via Certified Mail, Return Receipt Requested 

May 28, 1997 

OXY USA, Inc. 
P.O. Box 50250 
Midland, Texas 79710 

Attn: Donald Romine, V.P. Western Region 
Robert Hunt, Asset Team Leader 
T. Kent Wooley, Senior Landman 

Re: Follow-up Request for OXY to Comply with NMOCD 
Order No. R-6447 Creating the 9326.56-acre MLMU 
Statutory Unit and Unitizing All MLMU Interests 

Gentlemen: 

Reference is made to OXY USA, Inc.'s Motion to Dismiss that was filed with the NMOCD on 
23, 1997, which Motion to Dismiss in part stated: 

.. .In 1986. Hartman obtained his 4.869074% working interest5 in the Unit by 
acquiring the interests of: 

(a) Texas Pacific Oil Company 
in Unit Tracts 19, 20, 21, 22, 23, 24, 25, 26 and 72 

(b) Texas Pacific Oil Company, Schmitz, Scott, et al. 
in Unit Tract 29, 

(c) Gulf Oil Corporation in Unit Tract 63. 

'See Exhibit 6 being Exhibit C to Hartman's Counterclaim in Dallas 
litigation and also Revised Exhibit 10 "B" to Unit Agreement filed in OCD Case 
6987. 

Hartman lacks standing to complain about Order R-6447 (Case 6987) because 
the working interest owners of the Unit Tracts from whom Hartman obtained his 



OXY USA, Inc. 
May 28, 1997 
Page 2 

working interest in the Myers Langlie Mattix Unit were not the subject of this 
statutory unitization order.6... 

...Hartman lacks standing to complain about Order R-6447 (Case 6987) 
because the working interest owners of the Unit Tracts from whom Hartman obtained 
his working interest in the Myers Langlie Mattix Unit ratified the unit agreement 
pursuant to the statutory unitization order.7... 

7See Exhibit 7 being Exhibit 14 in Case 6987. 

...The working interests in the unit area was not subject to this statutory 
unitization application because all working interests had been voluntarily committed 
to the Unit. Furthermore, this application did not change the boundary of the Unit or 
the participation of any working interest owner in the Unit.8(emphasis added)... 

Reference is also made to our letter to Oxy USA, Inc. (OXY) dated December 9, 1993, a copy of 
which is enclosed herewith, and which in part stated: 

...Being that Oxy is also presently in the process of acquiring Texaco's Myers 
Langlie Mattix Unit interest, and also since Oxy has indicated to us that it is hopeful 
of soon closing with us, as to the acquisition of our interest in the Myers Langlie 
Mattix Unit and the Penrose Skelly "B" Unit, but has stated that it would prefer 
drafting all of the necessary closing documents, so as to more promptly move along 
the closing process, please find enclosed the pertinent ownership instruments that 
establish Doyle Hartman's and Margaret M. Hartman's net ownership in the Myers 
Langlie Mattix Unit and the Penrose Skelly "B" Unit. We believe these instruments 
will facilitate Oxy's task of drafting the necessary assignments, from Doyle Hartman 
and Margaret M. Hartman into Oxy, of the Hartman's interest in the Myers Langlie 
Mattix Unit and Penrose Skelly "B" Unit... 

After reading OXY's Motion to Dismiss, and then after reviewing our letter to OXY of December 
9, 1993, the question must be asked as to why OXY has deliberately and incorrectly stated to the 
NMOCD that, in 1986, the Hartman 4.869074% MLMU working interest was acquired from Texas 
Pacific Oil Company, Herbert J. Schmitz, and Gulf Oil Corporation, when the comprehensive and 
valid ownership information that was furnished by us to OXY USA, Inc., on December 9, 1993, 
documents that we acquired our MLMU interest as follows: 
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Date Acquisition 

9-1-84 Acquired 50% NPI corresponding to 35.55% of 
Sun's MLMU WI (MLMU Trs.: 19, 20, 21, 22, 
23, 24, 25, 26, 29, 72) 

3-1-85 Acquired 71.094% of Gloria Bundy's 
MLMU WI (MLMU Tr. 29) 

1-2-86 Acquired 35.55% of Sun's MLMU WI 
(MLMU Trs.: 19, 20, 21, 22, 23, 24, 25, 26, 29, 
72) 

4-8-88 Acquired the RI of Norma Chism McCarthy 
(MLMU Tr. 63) 

Our letter to OXY USA, Inc. of December 9, 1993, clearly did not state that we had acquired our 
MLMU ownership from Texas Pacific Oil Company, Herbert J. Schmitz or Gulf Oil Corporation and 
consequently, it is extremely difficult to imagine how OXY, in good-faith, could have plead such 
an obviously incorrect statement. 

Moreover, yesterday, May 27,1997, Ms. Caroline Woods and Ms. Jolene Dicks, at my request, made 
an additional trip to the NMOCD's Santa Fe office to again review the NMOCD's file corresponding 
to Case No. 6987 including a review of hearing Exhibit No. 14. In OXY's May 23, 1997 Motion to 
Dismiss, it was unquestionably inferred that Exhibit No. 14 contained copies of Ratification and 
Approval instruments from the working interest owners from whom we, in 1986. allegedly obtained 
our MLMU working interest. In actual fact, the only ratification instruments contained in hearing 
Exhibit No. 14 (Case 6987) are copies of Consent and Ratification instruments pertaining to the 
execution of the original January 1, 1973 voluntary (not statutory) MLMU Unit Agreement and 
MLMU Unit Operating Agreement covering the original 9923.68-acre MLMU unit area. 

Interestingly, among the 1973 Consent and Ratification instruments that were included as part of 
Exhibit No. 14 (Case 6987), were executed instruments from Texas Pacific Oil Company, Herbert 
J. Schmitz, Robert S. Scott, Charles T. Scott, and Gulf Oil Corporation, from whom we did not 
acquire our interest. However, NMOCD hearing Exhibit No. 14 (Case 6987) does not contain 
Ratification and Approval instruments from our actual predecessors-in-interest (Sun Oil Company 
and Gloria Bundy) corresponding to their 1980 ratification of NMOCD Order R-6447, which order 
statutorily unitized, pursuant to New Mexico's Statutory Unitization Act [70-7-1 through 70-7-21 
NMSA 1978], all interests as to Getty's requested and revised 9326.56-acre Myers Langlie Mattix 
Unit Area. As documented in NMOCD Director Joe D. Ramey's January 5, 1981 Determination 
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Letter (copy enclosed), Commission Order R-6447 went into full force and effect on or about 
January 5, 1981. 

Therefore, so as to set the record straight, that our actual MLMU working interest predecessors (Sun 
Oil Company and Gloria Bundy) did indeed ratify and approve the 

...unitized management, operation and further development of the oil and gas 
properties in the Myers Langlie Mattix Unit pursuant to New Mexico Oil 
Conservation Commission Order No. R-6447 entered on August 27,1980, approving 
statutory unitization of the Myers Langlie Mattix Unit 

as well as ratified and approved the MLMU Unit Agreement and MLMU Unit Operating Agreement, 
as revised by the terms and provisions of the Statutory Unitization Act [70-7-1 through 70-7-21 
NMSA 1978] and NMOCD Order R-6447, we are herein enclosing for your review and inspection 
recorded copies of those certain October 23, 1980 and September 30, 1980 Ratification and 
Approval instruments executed by our predecessors-in-interest being Sun Oil Company 
(Miscellaneous Book 382, page 642) and Gloria Bundy (Miscellaneous Book 382, page 580), which 
ratifications and approvals of NMOCD Order R-6447 were recorded by Getty Oil Company in Lea 
County, New Mexico on January 6, 1981, along with its recording of the affidavit of Raymond W. 
Blohm (Miscellaneous Book 382, page 567). Raymond W. Blohm's affidavit (copy enclosed) fiirther 
documents that all MLMU interests were included as part of the new unit created by NMOCD Order 
R-6447, and in part reads as follows: 

... 8. That said Order No. R-6447 provided "that when.. .the persons owning 
the required percentage of interest in the unit area have approved or ratified the Unit 
Agreement and the Unit Operating Agreement, the interests of all persons within the 
unit area are unitized, whether or not such persons have approved the Unit 
Agreement or the Unit Operating Agreement." 

9. That following issuance of Order R-6447, Getty Oil Company solicited 
the written approval of ratification of all interest owners in the unit area. 

10. That as of December 15, 1980, Getty Oil Company has received 
written approval or ratification of the plan for unit operations from more than 75% 
of those who would be required initially to pay the costs of unit operations and from 
more than 75% of the interest owners of production proceeds from the unit that will 
be credited to interests which are free of costs. 

11. That Getty Oil Company intends to commence unitized operations of 
the Myers Langlie Mattix Unit under Oil Conservation Division Order No. R-6447 
on January 1, 1981 at 7:00 a.m. (emphasis added)... 
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In recognition of the fact that all MLMU interest owners were statutorily unitized pursuant to 
NMOCD Order R-6447, and that the MLMU Unit Operating Agreement, as revised by the Statutory 
Unitization Act [70-7-1 through 70-7-21 NMSA 1978] and NMOCD Order R-6447, includes, as per 
finding 21(d) of NMOCD Order R-6447 

...a provision for carrying any. working interest owner on a limited, carried, or net-
profits basis, payable out of production, upon such terms and conditions which are 
just and reasonable, and which allow an appropriate charge for interest for such 
service payable out of production, upon such terms and conditions determined by the 
Commission to be just and reasonable, and allowing an appropriate charge for 
interest for such service payable out of such owner's share of production, providing 
that any nonconsenting working interest owner being so carried shall be deemed to 
have relinquished to the Unit Operator all of his operating rights and working 
interests in and to the unit until his share of the costs, service charge, and interest are 
repaid to the Unit Operator; (emphasis added)..., 

we again respectfully request that OXY immediately commence honoring all provisions of 
Commission Order R-6447 and the Statutory Unitization Act [70-7-1 through 70-7-21 NMSA 1978] 
and, under the terms of the amended and modified MLMU Unit Operating Agreement (70-7-18 
NMSA 1978 and 296 F.2d 280), recognize our MLMU working interest as a non-consent working 
interest in accordance with our notice to OXY dated August 24, 1994 (copy enclosed). 

Very truly yours, 

DOYLE HARTMAN, Oil Operator 

Doyle Hartman 

enclosures 

rcp/rjr 
wpdocs\corresp.dh\mlmu.3 

cc: William J. LeMay, Director 
New Mexico Oil Conservation Division 
2040 S. Pacheco 
Santa Fe, NM 87505 
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Rand Carroll, Division Attorney 
New Mexico Oil Conservation Division 
2040 S. Pacheco 
Santa Fe, NM 87505 

David R. Catanach, Engineer 
New Mexico Oil Conservation Division 
2040 S. Pacheco 
Santa Fe, NM 87505 

Ray B. Powell, Commissioner of Public Lands 
New Mexico State Land Office 
310 Old Santa Fe Trail (87501) 
P.O. Box 1148 
Santa Fe, NM 87504-1148 

Jami Bailey, Director, Oil/Gas and Minerals Division 
New Mexico State Land Office 
310 Old Santa Fe Trail (87501) 
P.O. Box 1148 
Santa Fe, NM 87504-1148 

Pete Martinez, Oil/Gas and Minerals Division 
New Mexico State Land Office 
310 Old Santa Fe Trail (87501) 
P.O. Box 1148 
Santa Fe, NM 87504-1148 

Armando Lopez, Asst. Dist. Manager, Minerals 
United States Geological Survey 
Bureau of Land Management 
1717 W. Second 
Roswell, NM 88201 

Dr. Ray R. Irani, Chairman and CEO 
Occidental Petroleum Corporation 
10889 Wilshire Blvd. 
Los Angeles, CA 90024 
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Dr. Dale R. Laurance, President and Senior Operating Officer 
Occidental Petroleum Corporation 
10889 Wilshire Blvd. 
Los Angeles, CA 90024 

Donald P. Debrier, Executive V.P. and Senior General Counsel 
Occidental Petroleum Corporation 
10889 Wilshire Blvd. 
Los Angeles, CA 90024 

James A. Davidson 
214 W. Texas, Suite 710 
Midland, TX 79701 

DOYLE HARTMAN. Oil Operator (Midland) 
Don Mashburn 
Steve Hartman 
Linda Land 
Cindy Brooks 
Sheila Potts 



DOYLE HARTMAN 
Oil Operator 

3811 TURTLE CPEEK BLVD . SUITE 730 

DALLAS, TEXAS 75219 

1214)520-1800 

(214)520-0811 FAX 

December 9, 1993 

Oxy U.S.A., Inc. 
#6 Desta Drive, Suite 6002 
Midland, Texas 79705-5505 

Att n : Mr. T. Kent Woolley, CPL 
Senior Landman 

Re: Purchase/Exchange Offer 
Eumont Gas Pool I n t e r v a l 
Oxy U.S.A., Inc. 
State "N" Lease (B-1484) 
SW/4 Section 2, T-22-S, R-36-E 
Lea County, New Mexico 
(160 acres) 

Gentlemen: 

Reference i s made t o Texaco's l e t t e r t o us of November 30, 1993 
(copy enclosed), wherein Texaco gave not i c e of a preliminary 
agreement being reached t o t r a n s f e r t o Oxy i t s 24.32% working 
i n t e r e s t ownership i n the Myers Langlie M a t t i x U n i t . 

Reference i s also made t o our w r i t t e n proposals of June 9, 1993 and 
July 20, 1993, and, t o the various follow-up meetings and 
conversations, p e r t a i n i n g t o the trade t o Oxy of our 4.869074% 
i n t e r e s t i n the Myers Langlie Mattix Unit plus our 50% net p r o f i t s 
i n t e r e s t corresponding t o a .789843% working i n t e r e s t i n the 
Penrose Sk e l l y "B" Waterflood Unit i n exchange f o r Oxy's 100% 
i n t e r e s t i n the 160-acre State "N" Eumont Lease located i n the SW/4 
Section 2, T-22-S, R-36-E, Lea County, New Mexico. 

Being t h a t Oxy i s also presently i n the process of acquiring 
Texaco's Myers Langlie M a t t i x Unit i n t e r e s t , and also since Oxy has 
indi c a t e d t o us t h a t i t i s hopeful of soon c l o s i n g w i t h us, as t o 
the a c q u i s i t i o n of our i n t e r e s t i n the Myers Langlie M a t t i x Unit 
and the Penrose Skelly "B" Unit, but has stated t h a t i t would 
pr e f e r d r a f t i n g a l l of the necessary c l o s i n g documents, so as to 
more promptly move along the closing process, please f i n d enclosed 
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the pertinent ownership instruments that establish Doyle Hartman's 
and Margaret M. Hartman's net ownership in the Myers Langlie Mattix 
Unit and the Penrose Skelly "B" Unit. We believe these instruments 
w i l l f a c i l i t a t e Oxy's task of drafting the necessary assignments, 
from Doyle Hartman and Margaret M. Hartman into Oxy, of the 
Hartman's interest in the Myers Langlie Mattix Unit and Penrose 
Skelly "B" Unit. 

Very truly yours, 

DOYLE HARTMAN, OIL OPERATOR 

DNH:pdd 
Enclosures 

cc: Mr. Donald Romine 
Vice President - Western Region 
Oxy U.S.A., Inc. 
#6 Desta Drive, Suite 6002 
Midland, Texas 79705-5505 

Mr. Robert Hunt 
Operations Manager - Western Region 
Oxy U.S.A., Inc. 
#6 Desta Drive, Suite 6002 
Midland, Texas 79705-5505 

Mr. Jon Thoma 
Financial Consultant 
Oxy U.S.A., Inc. 
#6 Desta Drive, Suite 6002 
Midland, Texas 79705-5505 

Mr. Charles Pollard 
Operations Engineering Supervisor 
Oxy U.S.A., Inc. 
#6 Desta Drive, Suite 6002 
Midland, Texas 79705-5505 

Mr. Patrick N. McGee 
Land Manager 
Oxy U.S.A., Inc. 
#6 Desta Drive, Suite 6002 
Midland, Texas 79705-5505 



TABLE OF ENCLOSURES 
TO LETTER DATED 12-9-93 FROM 

DOYLE HARTMAN, OIL OPERATOR TO OXY U.S.A., INC. 

1. Letter dated 11-30-93 from Texaco Exploration and Production 
Inc. to Working Interest Owners in the Myers Langlie Mattix 
Unit 

2. Accumulation of Current Hartman MLMU Ownership 

3. Summary by Tract of Doyle Hartman, Oil Operator's Myers 
Langlie Mattix Unit Ownership 

4. Texaco Interoffice Memorandum dated 4-5-91 summarizing Doyle 
Hartman, Oil Operator's Myers Langlie Mattix Unit Ownership 

5. Summary by Tract of Doyle Hartman, Oil Operator's Penrose 
Skelly "B" Unit Ownership 

6. Myers Langlie Mattix Unit Tract Ownership Effective 1-1-86 to 
5-1-89 

7. Assignment and Conveyance dated 9-3-84 from The Prudential 
Insurance Company of America to Doyle Hartman 

8. Assignment and B i l l of Sale dated 3-20-85 from Gloria Bundy to 
Doyle Hartman 

9. Stipulation of Interest dated 2-2-86 

10. Conveyance and Agreement dated 2-2-86 from Sun Operating 
Limited Partnership to Doyle Hartman, et al 

11. Trustee's Mineral Deed dated 4-8-88 from James R. Adelman, 
Trustee to Doyle Hartman 
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Texaco Exploration and Production Inc 500 N Loraine P O Box 3109 
Midland Producing Division Midland TX 79701 Midland TX 79702 

November 30, 1993 

WORKING INTEREST OWNERS 

MYERS LANGLIE MATTIX UNIT 
Lea County, New Mexico 

Texaco Exploration and Production Inc. [TEPTj has reached preliminary agreement to transfer its 
24.32 percent interest in the Myers Langlie Mattix Unit to OXY USA Inc. TEPI will resign as 
Operator of the Unit when the agreement is final. 

TEPI asks the Working Interest Owners to elect a Successor Operator as stipulated in the Unit 
Agreement. The Successor will assume operation of the Unit after TEPI submits its resignation 
and the Successor receives state and federal approval. OXY, acting as majority owner, will send 
ballots to all Working Interest Owners to elect a Successor Operator. 

TEPI will submit its resignation to the Working Interest Owners as soon as the agreement with 
OXY is complete. TEPI win not tender its resignation as Operator of the Unit if the agreement 
with OXY is not finalized. Call Tim EL Ohlms at [915] 688-2916 with any questions or 
comments. 

Very truly yours, 

R. J. Rowalt 
Assistant Division Manager 

JHO/srt 
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A SUMMARY BY TRACT 
OF DOYLE HARTMAN, OIL OPERATOR'S 

MYERS LANGLIE MATTIX UNIT OWNERSHIP 

MLMU 
TRACT 
NO. 

HARTMAN MLMU OWNERSHIP FRACTION 
WI NRI 

19(1) 
20 
21 
22 
23 
24 
25 
26 
29 (2) 
72 

TOTAL 

0.00443515 
0.00055563 
0.01095317 
0.00711833 
0.00110025 
0.00108304 
0.00163009 
0.01208580 
0.00313807 
0.00659121 

0.04869074 

0.00327092 
0.00037505 
0.00739339 
0.00524977 
0.00082519 
0.00081228 
0.00122257 
0.01057507 
0.00258891 
0.00540685 

0.0377200 

(1)(2) For a d d i t i o n a l d e t a i l s pertaining to Hartman's i n t e r e s t 
corresponding to MLMU Tr a c t s 19 and 29, please r e f e r to 
Texaco's i n t e r n a l memo dated A p r i l 5, 1991 from F. M. 
Krautsch, 
Colorado 

Midland, Texas to R. R. O'Dwyer, Denver, 

RIGHTS TO BE ASSIGNED TO OXY CORRESPONDS 

TO ALL THE HARTMAN INTEREST AS TO THE UNITIZED INTERVAL IN 

THE MLMU AND PENROSE SKELLY "B* 



Te<;n:ii 

DATE: April 5, 1991 

TO: Hr. F. M.' Krautsch (J8W) 
Midland, Texas 

FROM: R. R. O'Dwyer 
Denver, Colorado 

SUBJECT: 230830 - Myers Langlie Mattix Unit (TPIJ 
Lea County. New Hexlco . 
Ooyle Hartman Working Interest 

Ooyle Hartman acquired 35.546875% of Sun's working Interest in this unit. The 
following is a breakdown of this acquisition by tract. 

Tract TPF Sun WI In Tract Hartman Unit V/l 

19 2.49538 50.0 .4435148 
20 .15631 100.0 .0555633 
21 3.08133 100.0 1.0953165 
22 2.00252 100.0 .7118333 
23 .30952 100.0 .1100247 
24 .30468 100.0 .1083042 
25 .91715 50.0 .1630091 
26 3.39996 100.0 1.2085795 
29 1.02337 30.0 .1091328-
72 1.85423 100.0 .6591208 

4.6643990 

Sun originally had a 58.33334% working Interest In Tract 19. 8.3% was conveyed 
to Headington Minerals, Inc. and 50% was conveyed to Hartman, et al. 

Hartman also owns an additional 20% working interest in Tract 29 acquired from 
Gloria Bundy (former Herbert 0. Schmitz interest) resulting In an additional 
.204674% unit working interest. 

Hartman's total working interest in the unit Is 4.8690730% (4.6643990% from Sun 
and .204674% from Bundy). 

Copies of Exhibits "8", "C" and "0" to the Unit.Agreement have been enclosed for 
your use if needed. If you have any questions please call R. W. Lanning at 
Texnet 621-4244. 

RWL 



SUMMARY BY TRACT OF 
DOYLE HARTMAN, OIL OPERATOR'S 

PENROSE SKELLY "B" UNIT OWNERSHIP 

TRACT 
SKELLY TRACT UNIT UNIT 

PENROSE "B" W.I. PARTICIPATION WI 
TRACT NO. (%) (%) (%) 

17 22.59864 2.75874 .623438 
18 29.81910 0.55805 .166405 

TOTAL .789843 

NOTE: DOYLE HARTMAN, OIL OPERATOR OWNS A 50% NET PROFITS INTEREST 
CORRESPONDING TO A .789743% UNIT WORKING INTEREST IN THE PENROSE 
SKELLY "B" UNIT. 
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The fractional share of the gross o i l , gas and other hydrocarbons produced 

'.r-r-TKe -•'-ove described land above 3,800 feet owned by Assignor la .303223. 

TRACT 9 - CLIFT LEASE 

All Interest ln and co the following described o i l and gas leases: 

(a) Oil and gas lease, dated July 6, 1936, from J . J . Van Zandt, 
ac ux, co Repollo Oil Company, recorded ln Boole 31, Page 106. 

(b) Oil and gac lease, dated July 22, 1936, from C. B. Woolvorth 
to Repollo Oil Cocnpany, recorded ln Book 31, Page 157. 

(c) Oil and gas lease, dated July 24, 1936, from Pearless Oil 
and Cat Company co Repollo Oil Company, recorded in Book 31, 
Page 162. 

PENROSE "B' 

TRACT 17 
TRACT 18 

Oil and gas lease, daced July 28, 1936, from Clinton Harrison 
to Repollo Oil Company, recorded ln Book 31, Page 167. 

Oil and gas lease, dated July 28, 1936, from William 0. 
Harrison, et ux, to Repollo Oil Company, recorded ln Book ,31, 
Page 165. 

Oil and gas lease, dated November 23, 1936, from Ralph W. 
Lef cwlch, et a l , to Repollo Oil Company, recorded ln Book 31, 
Page 519. 

011 and gas lease, dated July 1, 19A6, from Amerada Petroleum 
Corporation to Uscan Drilling Comp any, recorded ln Book 61, 
Page 636. 

Oil and gas lease, dated October 28, 1947, from Amerada 
Petroleum Corporation to Uscan Drilling Company, recorded 
in Book 65, Page 395, 

i 

insofar as said leases cover the following described land: 

South Half (S/2) of Section 8, Township 23 South, Range 
37 Eas t , Lea County, New Mexico, 

and insofar and only insofar as said leases as to the SW/4 SE/4 and NE/4 SE/4 of 
said Section 8, cover a l l interest i n the o i l , gaa and other minerals down to the 
depth of 3,700 feec and an undivided 3/4ths Interest in the o i l , gas and other 
minerals from 3,700 feet to the depth of 4,000 feet, subject to overriding royalty 
Interests totaling 37/1024ths of a l l o i l , gas and other minerals produced; and as 
to the NW/4 SE/4 and SE/4 SE/4 and SU/4 of said Section 6, cover an undivided 3/4ths 
interest in the o i l , gas and other minerals down to the depth of 4,000 feet, subject 
to an overriding royalty Interest of 3/128tht of 7/Bthe of a l l the o i l , gas and 
other minerals produced; subject to the following: 

(1) That certain agreement dated January 3, 1946, between 
Repollo Oi l Company and R. Olsen, as modified by agreement 
daced May 27, 1946, and agreement dated July 16, 1946, 
and agreement dated November 21, 1947, a l l by and between 
the same parties . 

The fractional share of the gross o i l , gas and other hydrocarbons produced from the 
above described land above 3,700 feet owned by Assignor is as follows: 

.838867 as to the SU/4 SE/4 and NE/4 SE/4 of said Section 8. 

.6357421 as to the NW/4 SE/4 and SE/4 SE/4 sod SU/4 of said 
Section 8. 

W 

(e) 

(f) 

(E) 

TRACT 10 - COKE LEASE 

All interest in and to cKa following described leasac: 
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Prlchard Oi l Corporation, R. Olsen Oil Company and The 

y... W-K Royalty Company, a* partie* of tb" f<.r«t n*rr...iind 
Stanolind Oil and Ca« Company, «» party of the aecbnd part, 
wherein there i s reserved to Stanolind Oil and Gas Company 
an o i l payment of $500,000,00 payable from an undivided 
l/16th of the production. 

The fractional share of the gross o i l , gas and other hydrocarbons produced from 
the above described land owned by Assignor i s .7375, but subject to 5Z net profits 
reservation. 

TRACT 43 - COORTLAND MEYERS LEASE 
' ruJtu 

All operating rights under the 
TRACT 26 

Southwest Quarter (SW/4) of Section 5 and-the Southeast 
Quarter (SE/'V) of Section 6, Township 24 South, Range 
37 East, Lea County, New Mexico, 

said operating rights being created under and by virtue of that certain Operating 
Agreement dated February 24, 1927, between Courtland Meyers and Paul McCuoe, in­
sofar as said Operating Agreement relates to tha following described lease: 

Oil and Cas Lease dated July 1, 1957, issued In exchange 
for a "b" lease, issued by the Secretary of the Interior 
of the United States to Anne Hughes Meyers and Firm 
Royalties, Inc., said lease bearing Serial No. New Mexico 
037667, formerly a part of Serial No. Las Cruces 032450(b), 

The fractional share of the gross o i l , gas and other hydrocarbons produced from 
the above described land owned by Assignor i s .875. 

TRACT 44 - MORRIS LEASE 

An undivided one-half (1/2) interest l n and to the following described 
o i l and gas lease: 

Oil and Cas Lease dated July 29, 1937, being a "b" lease 
bearing Serial No. Las Cruces 032510(b) issued to R. 
Olsen Oil Company aad Anderson-Prlcbard o i l Corporation, 

Insofar as said Lease covers the following described land: 

Southwest Quarter (SW/4) of Section 27, Township 26 
South, Range 37 East, Lea County, New Mexico, 

subject to the following: 

(1) Contract dated July 16, 1936, between Stanolind Oil and 
Cas Company, as grantor, and Uscan Oil Company and 
Anderaon-Prlchard Oil Corporation, as grantees, which 
provides, among other things, for the payment to) * 
Stanolind Oil and Cat Company of $500,000.00 payable 
in installments ecjual to the gross proceeds of the sale, 
disposal or utilisation of 1/I6th of the o i l , casinghead 
gas and other hydrocarbon substances produced from the 
above described land and other landc, as amended by 
contract dated November 16, 1938 between Anderson-Prichard 
Oil Corporation, R. Olsen Oil Company and The W-K Royalty 
Company, as parties of the f i r s t part, and Stanolind Oil 
and Cas Company, as party of the second part. 

(2) An overriding royalty interest of l/64th of the cotal 
production of o i l , gas and other minerals ln favor of 
A. K. Barnes. 

The fractional share of the gross o i l , gas ond other hydrocarbons produced froa 
the above described land owned by Aaslrjnor Is .3984375. 
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e) Cas Purchase Agrecm-enc dated August 13, 1951, between E l Paso 

• -C.iturn.1 Cas- Company, as Buyer, and Olsen-Blount Dri l l ing Co., 
as Se l l e r , 

d) Casinghead Cos Contract dated February 19, 1952, between 
Olcen-Blount Dri l l ing Co., as Se l ler , and E l Paso Natural 
Cos Company, as Buyer. 

The fractional share of the gross o i l , gas and other hydrocarbons produced froo the 
above-described land owned by assignor i s .77343750. 

TRACT 7 - K00CE LEASE 

(1) Oil and gas lease dated September 14, 1948, by and between Jennie liLtfU 
- L . Bodges and husband, O. H. Bodges, at Lessors, and Cit ies Service o i l Company, 

as Lessee, said lease being recorded ln BooV 73, Page 428 of the records of Lea 
County, New Mexico, this Interest being subject, however, to the terms and TRACi 
obligations see out i n thee certain Assignment and Conveyance of Oi l and Gas Lease 
dated October 27, 1950, and recorded in Bock 91, Page 199 of the Lea County rocords, 
wherein there was reserved unto Cit ies Service Oi l Company ea overriding royalty.* 
of one-sixteenth of seven-eights (1/16 of 7/6) when the v e i l s average 25 barrels 
of o i l or less per v e i l per day, three-thircy-secoods of seven-eights (3/32 of 7/6) 
when the wells average more than 25 barrels but not more than 40 barrels per wall 
per day, one-eighth of seven-eights (1/8 of 7/8) when the wells average wire than 
40 barrels of o i l per v e i l per day, and one-eighth of seven-eighths (1/8 of 7/8) of 
a l l gas produced, and wherein the Interest assigned was United to a depth of 4000 
feet below tha surface; 

(2) Oil and gas lease dated October 23, 1950, by smd between The 
Atlantic Refining Company, a corporation, Lessor, and R. Olaen, Lessee, said 
lease being recorded l n Book 69, Page 340 of the records of Lea County, New 
Mexico, lessor reserving a royalty of twenty-three one hundred twenty-eighths 
(23/128) whea the average production per well per day i s not over 25 barrels, 
f i f ty- three two hundred f i f ty - s ix ths (53/256) when the average production per 
well per day i s over 25 barrels but not over 40 barrels , fifteen-alxty-fourths 

(15/64) when the average production per well per day l a over 40 barrels, and 
f i f cecn-slxcy•fourths (15/64) of e l l ges. Instead of the regular 1/8 royalty, 
said o i l and gas lease being Hal ted to a depth of 4000 feet below the surface; 

said o i l and gas leases together covering the following described land, down to 
a depth of 4000 feec below the surface; 

H i s r i m v — . . . — 
Northeast ,Quarter.-»(HE/4) of Section 6, Township 24 
South, Range 37 East, Lea County, New Mexico; 

the leasehold estates created by above o i l and gas leases being further subject 
to the following agreements, to wit: 

a) Letter Agreement dated March 10, 1954, between Olsen-Blount Oil Co. 
and E l Paao Natural Gas Company, 

b) Gas1Purchase Agreement dated October 6, 1951, as amended, between 
Olsen-Blount Oil Co., ac Seller, and E l Paso Natural Cas Company, 
as Purchaser, 

c) Casinghead Cas Contract dated September 13, 19SI, as amended, 
between Olsen-Blount Oil Co., as Seller, and E l Paso Natural 
Cas Company, as Buyer, 

d) Letter Agreement dated December 15, 1954, between El Paso 
Natural Cas Company and R. Olsen, 

e) Letter Agreement dated October 5, 1954, between R. Olsen and 
El Paao Natural Cas Compsny, 

t ) Casinghead Gas Contract dated March 19, 1951, between R, 0]ccn, 
as Seller, and El Paso Natural Gas Cocp.ip.y, aa Buyer, at .Tvrjr.rfcd. 

The fractional share of the gross o i l , C*« o n <* °thcr hydrocarbons produced froo 
told land abeve 4000 IccU owneJ by asclgnor i s .765625. 
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Agreement dated October 4, 1957, by and between E l Paao 
Katural Caa Company and R. Olsen, 

O) B U I of Sale dated August 14, 1958 from J a l Oil Company, Inc. 
and R. Oleen to E l Peso Natural Gas Company, 

p) Letter Agreement dated August 4, 1958 between E l Paso 
Natural Cas Company and J a l Oil Company, Inc . and R. Olsen, 

q) Operating Agreement dated November 19, 1958"between E l 
Paso Natural Caa Coopcay, as operator, and Uestera 
Petroleum Company, J a l OH Company, I n c . , et a l , cs non-
operators, covering the NW/4 Section 9 and SE/4 SW/4 Sec­
tion 4-2SS-37E, 

r ) ftwounltizvaclon Agreement dated November 20, 1958 between 
E l Paso Natural Cos Company, Western Petroleum Company, et 
a l , creating a gas unit covering the NW/4 Section 9-25S-37E 
and SE/4 SW/4 Section 4-2SS-37E; 

together with a l l rights and/or obligations of that certain Agreement tlAtci July 15, 
1955, between. Aaderson-Prlchard Oi l Corporation and R. Olsen as to the undrilled, 
unearned acreage described as the - «-

Northeast Quarter of the Southwest Quarter (NE/4 SW/4) 
and the Southeast Quarter of the Southwest Quarter 
(SE/4 SW/4) of Section 4-25S-37E, Lea County, Hev 
Mexico. 

The fractional share of the gross o i l , casinghead gas and other l iauid hydrocarbons 
produced from the above described land above 4000 feet, not CAmsunltlzed, owned by 
Assignor i s .53625. 

TRACT 24 - JACK LEASE 

An undivided one-f i f th (1/5) interest l n aad to the rights of Permittee under 
and by virtue of that certain Permit dated July 14, 1£27, laaued by the Secretary of 
tha Interior of the United States to E . E . Jack, said Permit bearing Las Cruces Serial 
No. 032326(h) insofar as said Permit covera the 

Northwest Quarter (NU/4) of Section 8, Township 24 South, 
' Range 37 East , Lea County, Hew Mexico, to a depth of 3700 

feet below the surface of the no i l ; 

being the same undivided one-f ifth (1/5) interest i n and co the operating rights 
under the above described land which were assigned to R. Olsen under end hy virtue 
of that certain Part ial Assignment dated December 15, 1954, by and between Howard 

.Hogan end wife, Helen Hogan, Assignors, and K, Olsen, as Assignee, relating to that 
certain 

Oil and gac mining lease dated Deeexber 1,1957, laaued by 
the United States of America to Abner M. Jack, et a l , said 
lease bearing Las Cruces Seria l No. 032326(b); 

subject to the aforementioned instruments and the following reservations and/or agree-
meets, to-wlc; 

e) Dri l l ing and Operating Agreement dated November 1, 1927, by 
and between E . E . Jack, Owner of Permit, end Karland Oil 
Company of Colorado, and the proportionate part of tha 2& 
overriding royalty reserved therein, 

h) Controct for Development doted December 10, 1949, by and 
between Continental Oil Company, Standard Oi l Company of 
Tcxac, The Atlantic Refluirg Company, and Stanolind Oil and 
Cas Company, F i r s t Parties, and J . T. Paddleford, Second 
Party, and tha proportionate part of tha 2̂ 7. overriding 
royalty received therein. 
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e) Cas Purchase Agreement doted September 5, 1951, as amended, 

by and becweeu E l Peao Natural Cas Company, as Buyer, and 
Howard Hogan, Herbert J - Schmitc, Harold S. Russel l , 
Charles T, Scott end P. D. lortscher, as Se l l ers , 

d) Cacinghead Cas Contract dated October 11, 1951, by and 
between Howard Hogan, Harold S. Russel l , Charles T. Scott, 
Herbert J . Schmlt* and F . D. Lortscher, as Se l l ers , and 
E l Paso Natural Cas Company, ss Buyer, as amended, 

e) Operetlng Agreement dated January 16, 1951, between Howard 
Hogan, as Operator, and Charles T. Scott, Harold S. Russell, 
Herbert J . Schmitz., and F . D. Lortscher, » s Non-Operators, 
aa modified by Modification of Operating Agreement dated 
December 15, 1954, between R. Olsen, as Operator, and the 
Non-Operators herein named, 

f ) Agreement dated October 4, 1957, by and between E l Paso 
Natural Cas Company and R. Olsen. 

The fractional share of the gross o i l , dry gas, casinghead gas and other liquid 
hydrocarbons produced from the ebove described land above 3700 feet owned by Assignor 
ie .165. . .. 

TRACT 25 - COVINGTON FEDERAL 

Oil and Cas Lease dated December I , 1951, Issued by the United States of 
America to Custave Ring, said lease bearing New Mexico Ser ia l No. 06470, end cower­
ing the following described land; 

Lots 3 and 4, and the Northeast Quarter of the Southwest 
Quarter (NE/4 SW/4) of Section 31, Township 25 South, 
Range 37 East, Lee County, New Mexico; 

subject to the following reservations and/or agreements, to-wlt: 

a) Operating Agreement dated Deceuber 1, 1951, between 
Custave Ring and Ceo. S . Cohen, 

b) Assignment of Oi l and Cas Lease dated February 17. 19S6, 
from Jerry Covington sad wife ce the Olson O i l s , I n c . , and 
aa overriding royalty interest reserved therein payable to 
Jerry Covington of 1/16 of 7/8 below the depth of 3150 
feet below the surface of the noi l , 

c) Casinghead Cos Contract dated May 15, 1952, as amended, 
between Custave Ring and Ceo. S. Cohen, as Se l lers , and E l 
Paso Natural Cas Company, as Buyer, 

d) Cas Purchase Agreement dated July 12, 1954, as amended, 
between Max George Schulze, as Se l ler , end E l Peao Natural 
Gas Company, as Buyer. 

The fractional snare of the groec o i l , gas and other hydrocarbons produced from the 
above described land above 3150 feet owned by Assignor I s .875. 

TRACT 26 - SAND HILLS UNIT 

(1) Oil and gas lease dated July 1, 1950, issued by the United States of 
America to Bertrand 0. Baetr, sold lease bearing Las Cruces Serial No. 061142, Insofar 
and only Insofar ac said o i l end gas lease covers the following: 

An undivided one-sixteenth (1/16) Interest In and to the 
West .lalf (U/2) of Section 29, an undivided one-thlrty-aecond 
(1/32) Interest ln and to the West !ialf (W/2) of Section 21 
and aa undivided onc-slxty-fourth (1/64) interest In and to 
the South *.'alf of the Northwest Quarter (S/2 NU/4) and South­
east Quarter of the Northeast Quarter (SE/4 NE/4) and South 
Malf (S/2) of Section 17, a l l le Township 26 South, Range 36 
East, Lea County, New Jlcxleo. 
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ASSIGNMENT AND CCNVEWCE 

Assignment arvJ Conveyance dated 
( 2 . 1984, by and betvjeen The Prudential 

Insurance' Ccnpany of Arrerlca, a New Jersey Corporation, Prudential 
Plazaf NewarX, New Jersey 07101- (hereinafter called "Prudential"), and 
Doyle Hartman, 500 North Katn, Post Office Box 10426, Midland, Texas 
79702 (hereinafter called "Hartman") 

COVERS MLMU TRACTS 

19. 20.21.22. 23. 24 

25. 26. 29. AND 72 

AND COVERS 

.^ROSE SKELLY "B" 

TRACTS 17 AND 18 

W I T N E S S E T H : 

WHEREAS, by that certain instrument entitled "Conveyance of 
Oil and Cas Properties and Agreement with respect thereto* dated Janu­
ary 20, 1961, (herein called the "Olsen-Texas Pacific Conveyance") frcm 
R. Olsen, Olsen Oils, Inc., a Delaware Corporation, and Jal Oil Coipany, 
Inc . , a New Mexioo Corporation, as Assignors, to Texas Pacific Coal am 
Oil Company, a Texas Corporation (hereinafter called "Texas Pacific"), 
es Assignee, said Assignors conveyed to Texas Pacific, anong other 
things, the interests ln the o i l , gas and mineral leases, mineral, 
royalty, and overriding royalty interests described in the exhibits 
attached to said instrument (hereinafter referred to as t)ie "subject 
interests"), a copy of such exhibits being attached hereto as Exhibit 
"C", and made a part hereof by reference, excepting therefrom and 
reserving to said Assignors four separate production payments (hereinaf­
ter and ln said Olsen-Texaa Pacific Conveyance called tho "Parantxmt 
Production Payment", the "Secondary Production Payment", tha "Tertiary 
Production Payment", and the 'Quaternary Production Payment"] and 

WHEREAS, by that certain instrument entitled "Conveyance of 
Paramount Production Payment" dated January 20, 1961, R. Olsen, Olsen 
Oils, Inc., and Jal Oil Coipany, Inc. assigned to Prudential tho Para­
mount Production Payment created under the Olsen-Texas Pacific Convey­
ance j and 

WHEREAS, the recording data with respect to said Olsen-Texas 
Pacific Conveyance and Paramount Production Payuent Conveyance is set 
forth on Exhibit "A", attached hereto, and made a part hereof, and 
reference Is hereby made to the Olsen-Texas Pacific Conveyance and the 
Convoyanoe of the Paramount Production Payment, as they appear of 
record, for a more ooiplete description of said production payment, and 
the right, t i t l e , interest, estate, remedies, powers and privileges 
constituting and appertaining tliereto and for a l l other purposes relat­
ing hereto] and 

VHEREAS, by virtue of that certain instrument of conveyance 
dated November 1, 1963, as amended (hereinafter referred to as the 
'Texas Pacific-Seagram Conveyance"), by and between Tfcxas Pacific and 
Joseph Seagram and Sons, Inc. consisting of Part I , being a conveyance 
from Texas Pacific to Seagram of the subject interests, wherein there 
was reserved and retained by Texas Pacific a production payment (there­
in referred to as the Texas Pacific Production Payment"), and Part I I , 
being a conveyance frcm Texas Pacific to Glanville Minerals Corporation 
of such Texas Pacific Production Paytient, subject to t)» other produc­
tion paymenta created in the Olsen-Texas Pacific Conveyanoe referred to 
above, a l l as more particularly set forth and described in the Texas 
Pacific-Seagrams Conveyance; and 

WHEREAS, by that certain instrument entitled "Conveyance of 
Paramount Production Payment and Reservation of Reserved Production 
Payment and Conveyance of Net Profits Overriding Itoyalty" dated 
April 1, 19C6 (hereinafter referred to as the "Prudential-Seagram 
Conveyance") by and between Prudential and Seagram, and wherein Pruden­
t ia l conveyed the Paramount Production Payment to Seagram, and Seagram 
conveyed to Prudential a Net Profits Overriding Royalty Interest cover­
ing the subject interest, a l l as more particularly set forth and de­
scribed in said Prudential-Seagrams Conveyance] and 

WHEREAS, the recording data with respect to the Texas 
Pacific-Seagram Conveyance, and the Prudential-Seagram Conveyance is set 
forth on Exhibit "B" attached hereto, and made a part hereof by refer­
ence] and 
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WHEREAS, Pnidtotlal deelre* to tran«f«r, and Hartean deelr** to 

acqulrt tht Ntt Profit* Ovtrrldlng Royalty Interest creattd In tht 
Prudentlal-Scagrea Conveyance, *ubj*ct to th« ttrmt. covtnant*. 
exceptions, and condition* htrtin contained; 

HOW THEREFORE, ln consideration of Tan Dollere ($10.00) and othtr 
cood and valuable consideration to It ln hand paid by Hartavsn, tht 
receipt and tuffleitncy of which art htrtby acknowledged, Prudential, 
by thttt prsstnts doss htrtby bargain, s a i l , trantftr, convey and 
assign to Kartaan, his htlrs, personal reprtttntttlvee, successors and 
assigns, **ld Hat Profits Overriding Royalty Iaterest, Including, 
vithout llmltstlon, a l l of ths right, title sod Interest of any kind 
vetted ln Prudential Is the Met Profits Overriding Royalty Interest, 
by, or vhlch Prudential now has, or may become entitled to under, or by 
virtu* of the above described Agreement*, together vlth a l l o i l , gaa 
and other eloerale vhlch are produced, vhlch have accrued, or shall 
accrue co said Net Profits Overriding Royalty Interest, subsequent co 
the effective date hereof, and the proceeds thereof. It Is further Che 
Intent of Prudential and Hartsen that Prudential la conveying herein any 
snd a l l Interests It stay have tn th* Net Profit* Overriding Royalty 
Intcreat lnaofar as th* east* covers th* lea*«s and oil and gas 
Interests described oa Exhibit "C" attached hereto, whether or not a l l 
of th* lands covered by said lasses and oil and gt* Interests are 
specifically described oa Exhibit M C . PROVIDED. HOWEVER. THERE IS 
EXPRESSLT EXCEPTED AND OCCLUDES fro* this Assignment and Conveyance 
Tract Mo. 5* shown on Page 39 of Exhibit "C" designated as th* 
"Vlnnlaghaa Lease", and Trsct No. 3 shown on Page 51 of Exhibit "CM 

dcelgnated as the Sfalton Lease", Insofar aa It covers the NW/4 Section 
10, Block 26, PSL Survey, Winkler County, Texas, and Prudential 
specifically excepts and reserves s l l right, title and interest It may 
ovn therein. 

TO HAVE AND TO HOLD eald Net Profits Overriding Royalty Interest 
covering the subject Intereeta, together vlth said rights, titles, 
povcrs, Interests snd other scatters, unto Hartmen, hie htlra, personal 
representatives, successors snd assigns, forever, subject only to the 
terse, conditions, reservations, exceptions and excluelon* vhlch are 
•et forth herein. 

Other Provision* 

A. Subject to Che further terms and provision* hereof, It Is 
hereby expressly agreed and understood Chat I t is the Intent of the 
parties chat Prudential herein conveys, and Hartman herein acquire* and 
accept*, vithout limitation, a l l povcrs, prlvllegee, expressed and/or 
implied warranties, causes of action, chosea ln action, rights and 
privileges attributable co acclons of State aad Federal administrative 
agencies and other rights which have sov eccmed, or stay at some tlat 
ln the future accrue co Prudential, er any of I t * predecessors la 
tit l e , by virtu* of a l l of th* above described conveyances and 
agreements. It Is further agreed that Harcman may litigate or cause to 
be litigated any cause of action now accrued, or at some time ln the 
future accruing to Hartman vhlch arises out of, results from, er 
relates to fscts, clrcumstanctt, or transactions vhlch hsve occurred 
prior to, or occur subsequent to the effective date hereof. 
Irrespective of whether the parties have knowltdgt of such prior facts, 
circumstances, or traneactlons ss of the effective dste. Provided, 
however, thct to the extent Prudentlsl Is, or may be a party to any 
proceeding or suit arising out of, resulting from, or relating to Its 
ownership of the lntereets conveyed hereby. Prudential ehall have the 
right to participate therein vlth counsel of I t * ovn selection, 
provided, however, neither party may tattle *uch clala or proceeding 
except upoo the mutual egreeaent of the parties that such settlement 
•hall not Jeopardise or compromise tht right* of the non-eettllng party. 

B. Prudential and Hartman specifically hereby covenant and agree 
that the terms of this Instrument of conveyance shall bt subject to a l l 
of the tent, covenant* and conditions of tht Prudtntltl-Sesgrsms 
Conveyance, Insofar ae It covert end effects tht rights and 
relationships of Prudential and Hartoan htrtin, tnd tht terms and 
conditions of tuch Conveyance trt lncorporettd herein b« rtftrtnet. 
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C. Prudential covenants and warrants that i t has the legal 
right and authority to grant, bargain, s e l l , convey, assign, transfer, 
•et over and deliver said Nat Profits Overriding Royalty Interest, and 

O a l l of the rights, titles, interests, estates, remedies, powers and 
C"\i privileges appurtenant or incident thereto. This conveyance i s executed 
£N, without warranty of any kind, except that Prudential hereby binds itself 

and its successors and assigns to warrant and forever defend said Net 
^ Profits Overriding Royalty Interest and a l l of the rights, titles, 
~* interests, estates, remedies, powers and privileges appurtenant or 

incident thereto onto its successors and assigns, against every person 
whomsoever lawfully claiming or to olaira the earns or any part tliereof 
by, through or under Prudential, but not otherwise, subject to the 

'3* provisions hereof. PROVIDED, however, Hartman shall be fully subrogated 
to the rightB of Prudential under any covenants or warranties of title 

o made by Prudential's predecessors in ti t l e , to the extent trans ferr able, 
g PROVIDED, further, however, this limited or special warranty i s in a l l 

respects subject to |1) those tracts specifically excepted above from 
this Assignment and Conveyance) (2) any actions taken with respect to 
the subject interests by the owner (s) thereof in the ordinary course of 
business with the acquiescence and/or consent of Prudential, which 
occurred more than six (6) months prior to the effective date hereof; 
(3) those agreements, contracts. Instruments, overriding royalties, 
production payments, and other ratters specifically set out in Exhibit 
"C as burdening the subject Interests, and any amendments thereto 
(provided, however, that any referenced such agreements or other instru­
ments shall not be deemed to constitute recognition by the parties that 
any such agreement or other instnment is valid, except to the extent 
ttat the agreement or other instrument i s presently in force or effect), 
and (4) any valid and subsisting instrument of record affecting the 
subject interests. 

0. References in certain of the descriptions contained in 
Exhibit "C" to the fractional gross production to which any party is 
entitled to receive, net revenue interest (or words of similar import), 
the fractional expenses to which any party is to pay for, a working 
Interest (or words of similar import), are not to be construed as a 
representation or warranty of any kind or character, and shall not 
enlarge or diminish ln any manner the interest conveyed hereby. 

E. Prudential agrees to hold Hartman harmless froi, and to 
lndeiniry him for, any amounts which he may be required to refund to any 
third party resulting from the collection of any wellhead price for 
natural gas, or crude oil produced from ths subject interests, prior to 
the effective date of this conveyance, which is in violation of any 
Federal or State natural gas wellhead or crude o i l pricing statutes or 
regulations now ln effect, or which may have been effective in the past. 

P. Prudential and Hartman agree to execute and deliver a l l 
additional instruments as may be necessary or appropriate to fully 
effectuate the terms and conditions hereof, including but not limited to 
such other and additional instruments as may be necessary to correct or 
more fully describe and identify the properties and interests herein 
intended to be conveyed, or such instruments as may be required by the 
appropriate governmental agencies having jurisdiction over such State 
and Federal lands as are covered by the subject interests. 

G. Any and a l l notices, requests, demands, reports or other 
instruments at any time required or permitted to be given or furnished 
under the terms of this agreement shall be deemed sufficiently given or 
furnished or served i f ln writing, and delivered to such party or any 
officer thereof or deposited in the United States null ln a sealed 
envelope, registered or certified, with sufficient postage prepaid, 
addressed to such party at its address stated above, or such other 
address as tha party to be addressed shall have designated by written 
notice. 

H. The terms, covenants and conditions contained herein shall 
be deunsd to be covenants running with the lands covered by the subject 
interest, and a l l such provisions herein shall inure to the benefit of 
and be binding upon the respective successors and assigns of Prudential 
and Hartman, and a l l references herein to Prudential or Hartmin shall 
include their respective heirs, personal representatives, successors and 
assigns. 

$004/017 
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IN WITNESS WKERECF, t i e parties hereto have caused tide 
Instrument to be duly executed on the date f i r s t above written but g 
effective at the respective locations of the subject interests as of 
12i01 a.m. Sep tenter 1, 1984, in several counterparts (one of which with 
a l l the property descriptions included i n Exhibit "C* is on f i l e at the 
office of Prudential, one of which with a l l of said property descrip­
tions is on f i l e at the office of Hartman and one of which with a l l of 
said property descriptions is to be recorded ln Lea County, New Mexico), 
each of which counterparts is an original and a l l of which are identl-

except that, to facilitate recordation or f i l i n g in counties other 
than lea County, Hew Mexico, there are emitted from certain counterparts 
those property descriptions i n Exhibit "C" which contain specific 
descriptions of property located ln recording or f i l i n g jurisdictions 
other than the jurisdiction i n which the particular counterpart i s to be 
recorded. Each of the counterparts hereof so executed shall for a l l 
purposes be deemed to ba an original, and a l l of such counterparts ehall 
together constitute but one and the same instrument. 

CO 

<1 
to 

ATTESTj THE PRUDENTIAL INSURANCE 
COMPANY OF AMERICA 

Seal] 

DOYLE HATOW 

STATE OF 

COUNTY OF 

BE TT REMEMBERED THAT, I , / 9 ^ t / 7 J ' • 
a Notary Public duly qualified, ccnnuVssioned, sworn and acting in and 
for the State and County aforesaid and residing in such State and 
County, and being authorized in such .State and County to take acknowl­
edgements, hereby certify that on - J f c ^ r / "j / ' j f ^ : 

There personally appeared before me each of the following 
persons, each being the designated officer of tha corporation specified 
opposite his name and each known to ms to be such officer, each such 
corporation being a party to the foregoing instrument: 

THE PRUDENTIAL INSURANCE COMPANY OF 
Corporation) 

, Vice President, and 
, Assistant Secretary of 
AMERICA, a New Jersey 

NEW MEXICO The foregoing Instrument was acknowledged before me this 
date by each each person, the designated officer of the 
corporation specified opposite his name, on behalf of such 
corporation. 

OKLAHOMA Before me personally appeared each such person, to me 
known to be the identical person who subscribed the name 
of the maker thereof to the - foregoing instrument as the 
designated officer of the corporation specified opposite 
his name, and acknowledged to me that he executed tha same 
as Ids free and voluntary act and deed, and as the free 
and voluntary act and deed of such corporation, for the 
uses and purposes therein set forth. 

TEXAS Before ne this day personally appeared each such person, 
personally known to me bo be tl'ie person wlose name is 
subscribed to the foregoing instilment as tho designated 
officer of the corporation specified opposite his name, 
and personally known to mu to be such officer of such 
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corporation, and acknowledged to ms that he executed auch 
instrument ln the capacity therein stated for the purposes 

A OA , "700 a n d consideration therein expressed, for and on belialf of 
BOOK 1 0 4 FACE / <C<C and as the act and deed of such corporation. 

IH WITNESS VHEREOF, I have hereunto set my hand and off ic ial 
Seal in the .City of / / ^ l ^ / f a j . t f f ^ S County, 

on the day and-yeat: f irst above written. 

s y r /1.. 
seai in tne city or y 

J 
MyCoamisslon Expires: 

. V' 

" NotarfyC»£xflIcJ. Sthlfc A£fO E 
A'ftOTnPY PIIRIIIP. OF HPV IFRSFY 

/nlyĈ mmission Expires July 25,1989 
print name 

^•VKj:,-*-' 

£ \ 7 .COJNIY OF m f d l C X O r l 

v"v~--• BE IT REMEMBERED THAT, I , / O ^ C A J U U L X U ^ y J i ^ S J ^ 
a Notary Public duly qualified, oooraissloned, sworn and acting in and 

s -, -for the State "and J County aforesaid and residing in such State and 
\ ^.County, and being'Authorized in such State and County to take acknowl-

V -cedganents, hereby;Certlfy that on S-eprfe.rr\rz>rjr- f » 

%/r V->".'" .',•-•* 
•" There' personally appeared before me the following person, and 

known'<tb'»V' to be such person, such person being a party to tlte forego­
ing instrument i 

Doyle Hartrran 

NEW MEXICO The foregoing instrument was acknowledged before me this 
date by Doyle Hartman, on his own behalf. 

OKLAHOMA Before me personally appeared Ooyle llartman, to me known 
to be the identical person who subscribed the name of tne 
maker thereof to the foregoing instrument , and acknowl­
edged to me that he executed the same as his free and 
voluntary act and deed, for the uses and purposes therein 
set forth. 

TEXAS Before ma this day personally appeared Doyle Hartman, 
personally known to me to be the person whose name is 
subscribed to the foregoing instrument, and acknowledged 
to ee that he executed such instrument in the capacity 
therein stated for the purposes and consideration therein 
expressed. 

IN WITNESS WHEREOF, I have hereunto set my hand and off icial 
Seal in the City of m . f i l A n M > n r y d 1 OuTid County, 

ear f l State of [ -eaiQ 5 on tha day and year fir6t above written. 

Notary I Public, State of 

print nane 

My CCmussion Expires: 

MICHEU.S UEMBRE2. Kotary Fablic 
My r.nraoi-ir.ioa Esuirei October 25, 1985 
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E x h i b i t A 

BOOK 434 HH 723 
Attached to Assignment and Conveyance 

dated SeVftcrnbcr- i3 / 1984 
by and between The Prudential 

Insurance Corrpany of America and 
Doyle Hartman 

Recording Schedule for Conveyance of Oil and Gas 
Properties and Agreement with Respect Thereto 
dated 1/20/61 from R. Olsen et al to Texas 
Pacific Coal a Cdl Ccnpany 

State 

County/Parish Volume Page 

New Mexico 
Lea 191 491 

Texas 
Liberty 523 207 
Clay 221 489 
Ector 378 342 
Winkler 172 282 
Cochran 78 281 

Oklahoma 
Okfuskee 419 465 
Oklahoma 2576 110 
Kay 261 257 

Pecording Schedule for Conveyance of 
Paramount Production Payment 

dated 1/20/61 frcm R. Olsen et al 
to the Prudential Insurance Company of America 

State 

County/Parish Volume Page 

New Mexico 
Lea 169 274 

Texas 
Liberty 523 199 
Clay 222 22 
Ector 378 309 
Winkler 172 399 

172 451 
Cochran...... 79 1 

Oklahoma 
Okfuskee 
Oklahoma 2576 240 
Kay 



Exhibit B 

BOOK 434 r<c£ 724 
Attached to Assignment and Conveyance 

dated September- l~S • 1 9 8 4 

by and between The Prudential 
Insurance Corpany of America and 

Doyle Hartman 

Recording Sehedule for Conveyance dated 
11/1/63 frcm Texas Pacific Coal 

and Oil Coipany to Joseph E. Seagram 
& Sons, Inc. 

State 
County/Parish 

New Mexico 
Lea 

Volume 

.207. 

Page 

.. 70 

Recording Schedule for Conveyance of 
Paramount Production Payment and 
Reservation of Reserved Production 

Payment and Conveyance of Net 
Profits Overriding Royalty dated 

4/1/66 by and between The Prudential 
Insurance Company of America and Joseph 

E. Seagram £ Sons, Inc. 

State 

County/Parish Volume Page 

New Mexico 
Lea 260 778 

Texas 
Liberty 
Clay 
Ector 520 1 7 
Winkler 
Cochran T07 436 

Clclahana 
Okfuskee 
Oklahoma 
Kay 

4 
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E x h i b i t C 

Attached to Assignment and Conveyance dated 
5>t>-t-Q^>Vaer- )?^ , 198A by and 
between The Prudential Insurance Company 

. ... of America snd Doyle Hartman 

The word "Assignor" as used ln this Exhibit C means the owner of the 
working interest or operating rights under the o i l and gas leases ond 
operating agreeaente. Unless explicitly stated otherwise the recording 
references used herein are to the Public Records of the County and State 
where the tract described l i e s . All limitations of depth herein referred 
to are measured from the surface of the trsct described. The fractional 
share of production allocated to each scheduled tract is the net frsction 
of the total o i l , gas and other minerals to be produced from such tract 
which was owned by the Assignor immediately prior to execution of the 
Assignment to which this Exhibit Is attached. In arriving at such net fraction 
in every instance involving a sliding scale royalty due the United States 
of America, the Interest has been calculated on the basis of the minimum 
royalty provided by the lease. 

* * # 

A-2 

MEW M E X I C O 

•TOAOT i— BAtcj Lcaac-

AIl interest ln and to the following described o i l and gas leases: 

(a) Oil and gas lease, dated Kay 10, 1946, from Cb* 
Bates, et a l , to R. Olsen, recorded In Book 61, 
290. 

(b) Oil and gas lease, dated August 2, 194>^fro«» W. M. Beauchamp, 
aa special guardian of James Ray gales, a minor, to R. Olsen, 
recorded l n Book 61, Page 485. 

(c) Oil and gas lease, datcdydtJne 9, 1947, from Catherine L. 
Dumraese, a widow, toytitcan Drilling Company, recorded ln 
Book 65, Page 34, 

Insofar ss said leases cojctr the following described land: 

tt Quarter of the Southeast Quarter (SW/4 SE/4) of 
ftlon 18, Township 24 South, Range 37 East, Lea County, 

View Mexico, 

to the following: 

(I) Overriding royalty interact accrcgatln; 53/672ths of 7/8ths 
irf eh. ret* 
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BOOK 434 HK 727 
(2) Conmjunltltation Agreement, doted October 7, 1957, recorded 

In Book 133 et Page 155 of the Miscellaneous Records, by 
and between R. Olsen Oil Company and the Southern 
California Petroleum Corporation, whereby the above 
described land was made a psrt of a unit consisting of the 
SE/4 of said Section 18, for the production of ges only. 

The fractional share of the gross gas produced from the above described land ouned 
by Assignor i s .7536621 and, as unitized, i s .18841552. 

TRACT 4 - BLINEBRY "A" LEASE 

All interest ln and to o i l and gas exchange lease dated April 1, 1959, Issued 
by the United States of America to Olsen Oils, Inc., said lease bearing Serial No. 
Las Cruces 060825(a), insofar as said lease covers the following described land; 

The North Half of the Southwest Quarter (N/2 SW/4) of 
Section 29, and the North Half (N/2)of Section 30, MLMU 
Township 23 South, Range 37 East, Lea County, New 

K e X t c ° ' TRACT 20, 21, 22 

subject to the following: 

(1) Operating Agreement dated March 1, 1927, between Eva E. Blinebry 
and husband, A. B. Blinebry, as permittees, and Texas Production 
Co., as operator. 

(2) Agreement, dated October 31, 1938, between The Texas Company 
and R. Olsen, providing, among other things, for an overriding 
royalty Interest In favor of The Texas Company of 1/8th of the 
o i l when the dally average of production i s more than 60 
barrels during any calendar month; 3/32nds of the o i l when the 
dally average of production Is more than 40 barrels but not 
more than 60 barrels during any calendar month; l/16th of the 
o i l when the daily average of production i s 40 barrels or less 
during any calendar month, aad 1/8th of a l l gas produced, with 
respect to the N/2 SW/4 of said Section 29. 

(3) Agreement, dated December 11, 1939, between The Texas Company 
and R. Olsen, ac amended by Agreement dated August 29, 1940, 
and by Modification Agreement dated February 3, 1941, and 
Agreement dated May 26, 1941, providing, among other things, 
for an overriding royalty interest in favor of The Texas Company 
of i/Bth of the o i l and casinghead gas produced, and l/16th of 
the dry gas produced, with respect to the N/2 of said Section 
30. 

(4) Agreement, dated August 14, 1940, between E l Paso Natural Cas 
Company and R. Olsen, as modified by Agreement dated February 1, 
1943, between Uscan Drilling Company and E l Paso Natural Cas 
Company, which provides, among other things, that E l Paso 
Natural Cas Company may purchase and thereafter own and operate, 
uelis capable of producing dry gas only, said Agreements cover­
ing the N/2 of said Section 30. ' 

(5) Pooling Agreement, dated May 17, 1954, between R. Olsen Oil 
Company and Anderson-Prlchard Oil Corporation, with respect to 
gac as to the entire SU/4 of said Section 29. 

(6) Permittee's overriding royalty of 7%7. of production to Eva E. 
Blinebry and A. H. Blinebry, her husband, and assigns. 

The fractional share of the gross o i l , casinchend gas and other liquid h>Jro^arboDS 
produced from the above described land owned by Assignor Is .675. The froctlonal 
share of the gross E«3 produced from the N/2 SW/4 of said Section 29, as pooled, 
owned by Assignor i s .50625. 
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A n A i o o TRACT 5 - BLIHEUKY " B " LEASE 

BOOK 434 r«E 728 ~ 
An undivided one-half (1/2) latcrcsc In and to 

(a) Oil and gas exchange lease, dated January I , i960, issued by 
the United States of America to Olsen Oils, Inc. and Western 
Natural Cas Company, said lease bearing Serial No. Las Cruces 
065722, Insofar as said lease covers 

The South Half of the Southwest Quarter (S/2 SW/4) of 
Section 34, Township 23 South, Range 37 East, Lea 
County, New Mexico, 

and a l l Interest In end to 

(a) Oil and gas exchange lease dated January 1, 1960, Issued by 
the United States of America to Olaen Oils, Inc., said lease 
besring Serial No. Las Cruces 060825(b), insofar as said 
lease covers 

The North Half of the Southwest Quarter (N/2 SW/4) and 
the Northwest Quarter (NH/4) of Section 34, Township 
23 South, Range 37 East, Lea County, New Mexico, 

subject to the following; 

(I) Operating Agreement dated March 1, 1927, between Eva E. 
Blinebry and husband, A. H. Blinebry, as permittees, and 
Texas Production Co., as operator. 

MLMU 

TRACT 25 

MLMU 

TRACT 23 
TRACT 24 

(2) Agreement, dated December 11, 1939, between The Texas Company 
and R. Olsen, as amended by Agreement dated August 29, 1940, 
snd by Modification Agreement dated February 3, 1941, snd 
Agreement dated May 26, 1941, providing, among other things, 
for an overriding royalty interest i n favor of The Texas 
Company of 1/8th on o i l and casinghead gas snd 1/8th on dry 
gas. 

(3) Agreement dated December 7, 1940, between El Paso Natural 
Caa Company and R. Olsen, as modified by Agreement dated 
February 1, 1943, between Uscan Drilling Company and E l Paso 
Natural Cas Company, which provides, among other things, that 
El Paso Natural Cas Company may purchase, and thereafter own 
and operate, wells capable of producing dry gas only. 

The fractional share of the gross oil,casinghead gas and other liquid hydrocarbons 
produced from the S/2 SW/4 of said Section 34, owned by Assignor Is .375 , and the 
fractional share of Che gross o i l , casinghead gas and other liquid hydrocarbons 
produced froo the U/2 sy/4 and i£>/4 of said Section 34 i s .75. 

TRACT 6 - EVA BLINEBRY LEASE 

An undivided one-half (1/2) interest In and to o i l and gas exchange lease 
dated April I , 1959, Issued by the United States of America to Olsen Oils, Inc. aad 
Anderson-Prlchard Oil Corporation, said lease bearing Serial No. Las Cruces 060824, 
insofar as said o i l and. gas lease covers the following described land: 

The South Half of the Southwest Quarter (S/2 SW/4) of 
Section 29, Township 23 South, Range 37 East, Lea County, 
New Mexico, 

MLMU 

TRACT 19 
s u b j e c t t o the f o l l o w i n g : 

( I ) Ope ra t ing A j r c c a e n t dated March I , 1927, between Eva E. Blino.V.y 
and husband, A. H. B l i n e b r y , as p e r m i t t e e s , snd Texas Production 
Co. , as o p e r a t o r . 

(2) Agreement dated October 31, 1938, between The Texas Company nnd 
R. Olsen, provl<:tn;, mnooj other thine*, ior on overriding 
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BOOK 434 na 729 
royalty Interest tn favor of The Texas Company of l/8th of 
the o i l when a dolly average of production Is more than 60 
barrels during any calendar month; 3/32nds of the o i l when 
the dally average production Is more than 40 barrels but not 
more than 60 barrels during any calendar month; l/16th of 
the o i l when the dally average of production Is 40 barrels 
or less during any calendar month and 1/8th of a l l gas pro* 
duced. 

(3) 7%X permittee's overriding royalty to Eva E. Blinebry and 
A. H. Blinebry, her husband ond assigns. 

(4) Fooling Agreement, dated May 17, 1954, between R. Olsen 
Oil Company and Anderson-Prichard Oil Corporation, with 
respect as to gas as to the entire SW/4 of said Section 29. 

The fractional share of the gross o i l , casinghead gas and other liquid hydrocarbons 
produced from the above described land owned by Assignor i s .3375. 

TRACT 7 - BOYD LEASE 

All Interest in and to o i l and gas lease, dated May 30, 1926, from Mary J . 
Boyd, et s i , to Chas. T. Bates, recorded in Book 4, Page 265, Insofar as said lease 
covers the following described land: 

The East 160 acres of the North Half (H/2) of 
Section 23, Township 22 South, Range 37 East, 
Lea County, New Mexico, 

down to the depth of 6,600 feet, subject to the following: 

(1) An overriding royalty interest of 1/8th of 7/8ths 
of the o i l , gas and other minerals produced. 

(2) Agreement dated November L, 1945, by and between 
Repollo Oil Company and R. Olsen. 

The fractional share of the gross o i l , gas and other hydrocarbons produced from the 
above described land owned by Assignor i s .765625. 

TRACT 8 - CALLEY LEASE 

Al l interest in and to the following described o i l and gas leases: 

(a) Oil and gas lease dated August 31, 1948, from Peerless 
Oil and Cas Company to R. Olsen Oil Company, recorded l a 
Book 72, Page 502. 

(b) Oil and gas lease dated June 29, 1948, from L. J. Calley, 
et ux, to R. Olsen Oil Company, recorded ln Book 70, 
Page 129, ' » 

Insofar as said leases Cover the following described land; 

East Half of the Northeast Quarter (E/2 HE/4) of 
Section 7, Township 25 South, Range 37 East, Lea 
County, New Mexico, 

and insofar and only Insofar as said leases cover an undivided 3/8ths lnterert In 
the o i l , gas and other minerals to a depth of 50 feet below total depth of the f i r s t 
well drilled or to 3800 feet, whichever Is the lesser depth, and being subject to 
excess royalty and overriding royalty Interest totaling 5l/2048ths of a l l o i l , gas 
and other minerals procuccd; and covering an undivided 5/l6ths interest ln the o i l , 
gas and other minerals from the above mentioned djpth to a depth of 6,000 fect, 
and being subject to an overriding royalty interest totaling 35/2048ths of e l l the 
o i l , gas and other minerals produced. 
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STIPULATION OF INTEREST 

EFFECTIVE 2-2-86 
_ THIS STIPULATION OK INTEREST (this "Stipulation") dated 
-MMIMAV 2. , 1986, eff e c t i v e as of the Effective Time (as 

hereinafter defined), i s by and between: 

DOYLE HARTMAN and wife, 
MARGAUET M. HARTMAN 
Pout Office Box 10426 
Midland, Texas 79702 

JAMES A. DAVIDSON, a single man 
Post Office Box 494 
Midland, Texas 79702 

COVERS MLMU TRACTS 
10,20,21,22,23,24, 

25,26,29, AND 72 

AND COVERS 
PENROSE SKELLY "B" 

TRACTS 17 AND 18 

JAMES E. BURK and wife 
LAVETA F. BURR 
2502 Emerson Drive 
Midland, Texas 79705 

JACK FLETCHER and wife 
DELPHIA FLETCHER 
Post Office Box 108fc7 
Midland, Texas 79702 

RUTH SUTTON, a single woman 
2826 Koss 
Midland, Texas 7S705 

LARKY A. NERMYR, a single man 
2438 Whitmire Blvd. 
Apartment 9-E 
Midland, Texas 79705 

JOHN H. HENDKIX CORPORATION 
525 Midland Tower Building 
Midland, Texas 79701 

MICHAEL L. KLEIN, Indi v i d u a l l y and 
ao Attorney-in-Fact for 
JEANNE KLEIN, his wife 
5701 Woodway 
Suite 312 
Houston, Texas 77057 

RONNIE H. WESTBROOK and wife, 
KAREN A. WESTBROOK 
2908 Haynes 
Midland, Texas 79705 

hereinafter referred to c o l l e c t i v e l y as the "Parties"j 

W I T N E S S E T H : 

WHEREAS, pursuant to that certain Instrument of Convey­
ance dated January 2,. 1986, recorded as set f o r t h on Exhibit "A" 
attached hereto and made a part hereof (hereinafter referred t o 
as the "Sun-Hartman Conveyance") Sun Exploration and Production 
Company, on i t s own behalf and as Managing General Partner of Sun 
Operating Limited Partnership conveyed to Doyle Hartman, James A. 
Davidson, Michael L. Klein and John H. Hendrix Corporation a l l of 
i t s i n t e r e s t i n the o i l and gas leases and mineral, royalty and 
overriding royalty interests therein described (the "Subject 
I n t e r e s t s " ) ; and 

WHEREAS, John h. Hendrix Corporation and Michael L. 
Klein have transferred to Ronnie H. Westbrook a portion o f ^ t h e i r . . . • 
i n t e r e s t i n the Subject Interests, and Doyle Hartman" has 
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transferred to James E. Burr, Jack Fletcher, Ruth Sutton and 
Larry A. Nermyr portions of his interest in the Subject Inter­
ests; and 

WHEREAS, the parties hereto desire to stipulate the 
ownership as between themselves of the Subject Interests so that 
the same may be reflected o£ record; 

WHEREAS, the true current ownership of the Subject 
Interests i s as set forth in Exhibit "b" attached hereto and made 
a part hereof, and the parties desire that the true current 
ownership of the Subject Interests be reflected of record; and 

NOW, THEREFORE, in consideration of the premises, the 
Parties do hereby stipulate, declare and agree that the Subject 
Interests are owned as set forth on said Exhibit "B". In order 
to effectuate this stipulation, each of the Parties hereby 
conveys, transfers, and assigns to each of the other parties 
hereto, their respective heirs, personal representatives, succes­
sors, and assigns, such interests in the Subject Interests, as 
v/ill vest in each of the Parties those interests shown on Exhibit 
*B". 

TO HAVE AND TO HOLD said interests in and to the 
Subject Interests unto the Parties, their respective heirs, 
personal representatives, successors and assigns, forever, 
subject to the terms and conditions hereof. 

This Assignment i s made and accepted subject to the 
following provisions: 

A. The respective interests in and to the Subject 
Interests to which each of the Parties i s entitled are reflected 
on Exhibit "B" on a lease-by-le&se basis, indicating the applica­
ble percentage interest to which each of the Parties i s entitled 
in and to the Subject Interests insofar as i t pertains to certain 
o i l and gas leases or operating rights therein, the lands covered 
by said leases and the depths underlying said lands, and the 
production therefrom or attributable thereto. Each of the 
Parties, respectively, shall own and be entitled to a l l rights 
and causes of action arising out of ownership of the Subject 
Interests in accordance with their respective interests in such 
leases, lands and depths which are reflected on Exhibit "B". The 
parties recognize that certain of the Subject Interests as 
described on Exhibit "B" may previously have expired or been 
released, or previously been conveyed in whole or in part. 
Further, certain of the Subject Interests may be subject to 
preferential right to purchase or consent to transfer provisions 
as show on Exhibit "B". This stipulation shall be effective as 
to any of such interests subsequently conveyed to Doyle Hartman 
et a l by Sun Exploration and Production Company and Sun Operating 
Limited Partnership, in accordance with the stipulated ownership 
for such interests as shown on said Exhibit "B". 

B. This Stipulation includes like interests in and to 
a l l of the rights, t i t l e s and interests of any kind appurtenant 
to the Subject Interests that were transferred pursuant to the 
Sun-Hartroan Conveyance or that the Parties thereto now are or may 
become entitled to under or by virtue of the Sun-Hartman Convey­
ance or any instrument referred to therein, and a l l o i l , gas and 
other minerals produced, saved and sold which are attributable to 
the Subject Interests and the proceeds thereof, and like inter­
ests in and to a l l properties, rights, powers, and choses in 
action which have accrued, or which may at some time in the 
future accrue to the Parties or any of their predecessors in 
t i t l e , under or by virtue of the Sun-Hartman Conveyance or any 
instrument referred to therein. 

C. This Assignment shall be subject to a l l the terms 
and conditions of the Sun-Hartman Conveyance. 

D. Each of the Parties covenant and warrant that they 
have the legal right and authority to convey, assign, transfer, 
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set over ond deliver each to the other the appropriate interests 
in and to caid Subject Interests set f o r t h on Exhibit "B" and a l l 
of the r i g h t s , t i t l e s , interests, estates, remedies, powers and 
privileges appurtenant. Or incident thereto. This Stipulation is 
executed without warranty of t i t l e , express or implied, except 
that each of the Parties hereby bind themselves, and th e i r heirs 
and personal representatives, to warrant and forever defend said 
Subject Interests and the ri g h t s , t i t l e s , i nterests, estates, 
remedies, powers and privileges appurtenant or incident thereto 
unto the other Parties, t h e i r heirs, personal representatives, 
successors and assigns, against every person whomsoever lawfully 
claiming or to claim the same or any part thereof, by, through or 
under themselves, but not otherwise. 

E. References i n certain of the descriptions con­
tained i n Exhibit "B" to the fractional gross production to which 
any party i s e n t i t l e d to receive, net revenue interest (or words 
of similar import), the fractio n a l expenses to which any party i s 
to pay f o r , a working interest (or words of similar import), are 
not to be construed as a representation or warranty of any kind 
or character, and sha l l not enlarge or diminish i n any manner the 
interests conveyed hereby. 

F. The Parties agree to execute and deliver a l l addi­
t i o n a l instruments as may be necessary or appropriate to effec­
tuate f u l l y the terms and conditions hereof, including but not 
lim i t e d to ouch other and additional instruments as may be 
necessary to correct or more f u l l y describe and i d e n t i f y the 
properties and interests herein intended to be conveyed, or such 
instruments as may be required by the appropriate governmental 
agencies having j u r i s d i c t i o n over such State and Federal lands as 
may be affected by the Subject Interests. 

G. Any and a l l notices, requests, demands, reports or 
other instruments s t any time required or permitted to be given 
or furnished under the terras of this agreement or tha Sun-Hartman 
Conveyance, shall be deemed s u f f i c i e n t l y given or furnished or 
served i f i n w r i t i n g , and delivered to such party or any o f f i c e r 
thereof or deposited i n the United States mail i n a sealed 
envelope, registered or c e r t i f i e d , with s u f f i c i e n t postage 
prepaid, addressed to such party at i t s address stated above, or 
such other address as the party to be addressed shall have 
designated by wr i t t e n notice. 

M. The terms, covenants and conditions contained 
herein s h a l l be deemed to be covenants running with the lands 
covered by the Subject Interests, and a l l such provisions herein 
shall inure to the benefit of and be binding upon the respective 
heirs, personal representatives, successors and assigns o i the 
Parties. 

I . This Stipulation of Interest affects certain O il 
and Gas leases issued by the State of New Mexico, and as to such 
leases, s h a l l be construed as a "Contract for Development" 
pursuant to S19-10-13 NMSA [1970] and not as an assignment of 
record t i t l e of such leases. 

IN WITNESS WHEREOF, the parties hereto have caused t h i s 
instrument to be duly executed on the 2nd day of January, 1986, 
and e f f e c t i v e at the respective locations of the Subject Inter­
ests as of 12:01 a.m., January 2, 1986 (the "Effective Time"), i n 
several counterparts (one ot which with a l l the property de­
scriptions included i n Exhibit "U" i s to be recorded i n Lea 
County, New Mexico), each o i which counterparts i s an o r i g i n a l 
and a l l of which are id e n t i c a l , except that, to f a c i l i t a t e 
recordation or f i l i n g i n counties other than Lea County, New 
Mexico, there are omitted property descriptions i n Exhibit "B" 
which contain specific descriptions of property located i n 
recording or f i l i n g j u r i s d i c t i o n s other than the j u r i s d i c t i o n i n 
which the pa r t i c u l a r counterpart is to be recorded. Each of the 
counterparts hereof so executed shall for a l l purposes be deemed 
to be an o r i g i n a l , and a l l of such counterparts shall together 
constitute but one and the same instrument. 
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i 

Doyle Hartman 
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Manqai/et M. Hartman, his wi fe 

((A * 
Jame's A. Davidson, a single man Jâme" 

Jamê s E. Burr 

XaVfeta F. Burr, nis wi fe 

JajrR Fletcher 

phla Fletcher, h i s wire 

Ruth Sutton, a single woman 

Larry A'. Nermyr, a single man 

John H. Hendrix Corporation 

Jeanne Xlein 

bv: W : Z <==>?^£^ 
Michael L. Xlein, her husband 
and Attorney-in-Fact 

Ronnie H. Westbrook 

•'Karen A. Westbrook, his wife 
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STATE Of TEXAS S 

S 
COUNTY OF MIDLAND J 

The foregoing instrument was acknowledged before me 
t h i s • day of J^,,n,-,^ , 1986, by Doyle Hartman. 

Witness my hand and o f f i c i a l seal. 

Ul!// 

/"> • '• •- : /J»^t r•/. t JL-
NOTARY PUBLIC I N AND FOR 
THE STATE OF T E X A S 

Myj6rimmi4sii6n Expires: 

THE STATE OF TEXAS S 
S 

COUNTY OF MIDLAND S 

The foregoing instrument was acknowledged before me 
t h i s Q/u day of I n-.-*. ,r.-.. , , 1986, by Margaret 
M. Hartman. 4 

^"""/Witness mY hand and o f f i c i a l seal. 

(.-•.•-': ,.| NOTARY PUBLIC 
'\j'.<-A-< l -

IN AND FOR 
THE STATE OF T E X A S 

ŜTATÊ jOF TEXAS S 

icVk)UNTY:̂ OF MIDLAND S 

'//̂ WlOV-'̂ iS'he foregoing instrument was acknowledged before me 
t h l f c " " ' " " ^ - ^ day of ^ \ n ^ . . r . ^ . 1986 by James E. Burr. 

Witness my hand and o f f i c i a l seal. 

NOTARY PUBLIC IN AND FOR 
THE STATE OF T E X A S 

My Commission Expires: 
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/ ^EKli STATE OR TEXAS $ 

: O .•COUNTY" OF":MIDLAND 

V''\ "..•'•The foregoing instrument was acknowledged before me 
•;>"t}^g"-;"-v^;>iV-day of , J n ^ j ^ a s ^ ^ , 1986, by LaVeta 
'•E-r; Burr..,.-.0 

^ " l l l l . l l t " -

Witness my hand and o f f i c i a l seal. 

My Commission Expiree: 

<)-r-*"i 
-aU*.'»B„pF TEXAS 

. . C 0 W T Y / ' 6 F \ M I D L A N D 
« « -. , -

NOTARY PUBLIC IN AND FOR 
THE STATE OF T E X A S 

- a ; / • The foregoing instrument was acknowledged before me 
\ < £ \ this- -. •' day of , . r . » . , , 1986, by James A. 
VV^.X^s'pn. 3 

"J1f^lll", Witness my hand and o f f i c i a l s e a l . 

My Commission Expires : 

NOTARY PUBLIC IN AND FOR 
THE STATE OF T E X A S 

THE STATE OF TEXAS 

COUNTY^OniM^DLAND S 

$£>•••'*" * Th4c>foregoing instrument was acknowledged before me 
tlil .sV i «Af- \ <d"ay of v Irv^ i I < V ^ I , 1986, by Jack 
Fi'etfoherv 0 

s'r-v • "Witness" my 

**v'"/.:,v.:.''̂ v'* 

My Commission Expires: 

hand and o f f i c i a l seal. 

NOTARY PUBLIC IN AND FOR 
THE STATE OF T E X A S 
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STATE OF TEXAS S 

S 
COUNTY OF MIDLAND § 

The foregoing instrument was acknowledged before me 
t h i s I M ^ day of ^InsA/mixr^. . 1986 by Delphia 
Fletcher. a 

Witness my hand and o f f i c i a l seal. 

r.of •< "/ , 
z:o\ Y\ : 
r.c-.. NOTARY PUBLIC IN AND FOR 
V ' > \ . . f THE STATE OF T E X A S 

^ • ° ' ' T ' • :-; •' f O r c H c / l c t kmbvcc 
My Ctfram^'^sipn E x p i r e s : 

^1V\XYTOE.''3TATE OF TEXAS S 
iy, s 

COUNTY "QF MIDLAND S 
"v"-,r^v.:^'' : J?0 The foregoing instrument was acknowledged before me 

^ , 1986, by Ruth 
: •yzS-s'' : J?S The foregoing instrument \ 

"'Jiiimn*4 Witness my hand and o f f i c i a l seal. 

My Commission Expires: 

-̂ \IST'K̂ '̂OF TEXAS S 

/>. s 
•• COUNTY,. OFi. MIDLAND S 
* : ' . ( \ \ . . . . \ "'\ 

NOTARY PUBLIC IN AND FOR 
THE STATE OF T E X A S 

t f - \ fe£^>A .-/•/•?Tne foregoing instrument was acknowledged before me 
5 h i V < ^ d aV o f ^ t n ^ . L n r ^ , 1986, by Larry A. 

Witness my hand and o f f i c i a l seal. 

OTARY PUBLIC IN AND FOR NOTARj 
THE STATE OF T E X A S 

My Commission Expires: 
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THE STATE OF TEXAS S 

s 
COUNTY OF MIDLAND S 

iv^l'he foregoing .Instrument was acknowledged before me 
th i s <3 day of — • c - i - o ^ , 1986, by John H. 
Hendrix, President of £/)ohn h\ Hentfrix Corporation, i n the 
capacity therein stated. " 

Witness my hand and o f f i c i a l seal 

Hi 

\ \ NOTARY PUBLTStllTAND FOR 
: . . t : j THE STATE Of^T E X A S -

V ^y^ViaJfijtssion Expires: (A M , T A X \4&H O O *f 
• .-•'V*' r 

STATHT.?-6FT TEXAS S 
S 

COUNTY OF MIDLAND S 

The foregoing instrument was acknowledged before me 
thi6 -C f \ d day of - ~~Yr\ r\t i Ct /v.t , 1986 by Michael L. 
Klein. I 

Witness my hand and o f f i c i a l seal. 

SUSAfl HOOBS ^ A v y / / J • 

ô*«<*>«->'«'«,<*l'-il NOTARY PUBLIC INLAND FOR 
THE STATE OF T E X A S 

My Commission Expires: 

"71*01X9 

THE STATE OF TEXAS S 
S 

COUNTY OF MIDLAND S 

The foregoing ̂ instrument was acknowledged before me 
t h i s fO day of vTV\/-u t a r>.\ , 1986, by Michael 
L. Klein as Attorney-in-Fact for Jeanne Klein. 

Witness my hand and o f f i c i a l seal. 

SUSANHfli** <T ^//si/tAt) /?/r£-JL^ 
^ ^ i * d i NOTARY/PUBLIC IN AND FOR 

* ^ < * b ^ H * i " ^ / THE STATE OF T E X A S 

My Commission Expires: 

"ljSalt* 
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STATE OK TEXAS 5 

S 
COUNTY OF MIDLAND $ 

The foregoing pinsfcrument was acknowledged before me 
t h i s j & day of yc^tZ^uuL^^t^r- , 1986, by Ronnie H. 
Westbrook. (jT {J 

Witness my hand and o f f i c i a l seal. 

THE STATE OF TEXAS S 

S 
COUNTY OF MIDLAND S 

,The foregoing instrument was acknowledged before me 
t h i s /3' < a" day of , 1986, by Karen A. 
Westbrook. (J Jj 

Witness my hand and o f f i c i a l seal. 

•'.•i VU-'L/' • NOTARY PUB.&J& IN AND FOR 
:.C \ THE STATE OF T E X A S 

Myl^ ^ i t i i ^ s i p n Expires: A ' ""''> T~. I-It '*. ' <> * , i r OA/ 

W^kh * 
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E x h i b i t "A" 

Attached to Stipulation of Interest 
Dated J i A u f t M A , 1986 

By and Between Doyle Hartman and wife, 
Margaret M. Hartman, James A. Davidson et a l 

Recording Schedule for Instrument of Conveyance 
dated January 2, 19B6 from Sun Exploration 

and Production Company, Inc. on i t s own 
Behalf and as Managing General 

Partner of Sun Operating Limited Partnership 
to Doyle Hartman, James A. Davidson, 

Michael L. Klein and 
John H. Hendrix Corporation 

State 

County/Parish Volume Page 

Hew Mexico 
Lea 394 606 

Texas 
Liberty 1109 176 
Clay 372 629 
Ector 945 424 
Winkler 354 899 
Cochran 16S 249 

Oklahoma 
Okfuskee 720 879 
Oklahoma 5443 0176 
Kay 552 37 
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Exhibit " t i " 
to Stipulation of Interest 

Effective January 2, 1986 from 
Doyle Hartman to 3olm 11. Hendrix Corporation, et a l . 

The attached schedules set fo r t h the ownership of the 
Subject Interests on a lease-by-lease basis, indicating the 
respective percentage interest to which the Parties are e n t i t l e d 
i n and to the Subject Interests insofar ao i t pertains to certain 
o i l and gas leases or operating rights therein, the lands covered 
by said leases and the depths underlying said lands, and the 
production therefrom or attributable thereto. In each instance 
where the attached schedules indicate that ownership as to a 
pa r t i c u l a r o i l and gas lease or lands covered thereby or depths 
thereunder i s i n : 

(a) the Hendrix Group, the specified percentage 
interest i s allocated among and a t t r i b u t a b l e to 
the following: 

John H. Hendrix Corporation 49% 
Michael L. Klein 49% 
Konnie I i . Westbrook 2% 

(b) The Hartman Group; the specified percentage i s 
allocated among and attributable to the following: 

Doyle Hartman 71.093750% 
James A. Davidson 25.000000% 
Larry A. Nermyr 1.562500% 
James E. Burr 0.781250% 
Jack Fletcher 0.781250% 
Ruth Sutton 0.781250% 

Notes with regard to the attached schedules: 

1. By way of example, the Subject Interest, insofar as i t 
pertains to the o i l and gas leases and lands described under 
the heading "Tract 1 - Bates Lease" on Schedule A-2, i s 
owned i n the following percentages: 

Doyle hartman 71.093750% 
James A. Davidson 25.000000% 
Larry A. Nermyr 1.562500% 
James E. Burr 0.781250% 
Jack Fletcher 0.701250% 
Ruth Sutton 0.781250* 

and the Subject Interest, insofar as i t pertains to the o i l 
and gas leases and lands described under the heading "Tract 
5 - Blineberry 'B' Lease" on Schedule A-2, i s owned i n the 
following percentages: 

John H. Hendrix Corporation 
Michael L. Klein 
Ronnie H. Westbrook 
Doyle Hartman 
James A. Davidson 
Larry A. Nermyr 
James E. Burr 
Jack Fletcher 
Ruth Sutton 

24.500000% 
24.SOOO00% 
1.000000% 

35.546875% 
12.500000% 

.781250% 

.390625% 

.390625% 

.390625% 

2. The attached schedules correlate to the property descrip­
tions contained i n the Sun-Hartman Conveyance. Included i n 
the attached schedules are (i) references to certain i n s t r u ­
ments, overriding royalties and other burdens to which the 
o i l and gas leases are indicated to be subject, and ( i i ) 
statements as to the fractional share of gross production 
owned by "Assignor," being the owner of the leasehold 
in t e r e s t or operating rights under the o i l and gas leases or 
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operating agreements. These references and statements are 
incorporated verbatim from the Sun-Hartman Conveyance and 
are included herein for convenience only. The r e c i t a t i o n 
that certain o i l ,.ahd gas leases are subject to certain 
instruments, overriding royalties or other burdens consti­
tute a recognition of the v a l i d i t y or a p p l i c a b i l i t y thereof 
nor constitute a r a t i f i c a t i o n thereof; the statements as to 
the f r a c t i o n a l share of gross production s h a l l not enlarge 
or diminish the interests described herein or constitute any 
representation or warranty by any party hereto. 

3. Each of the o i l and gas leases described on the attached 
schedules sh a l l be deemed to include a l l extensions, renew­
als and amendments thereof. The ownership of the Subject 
Interest as to a particular o i l and gas lease or lands' 
covered thereby or depths thereunder shall be deemed to 
include a l l interests attributable to said lease, lands or 
depths by vi r t u e of the pooling, u n i t i z a t i o n or communitiza­
t i o n thereof with other leases, lands or depths. 

4. Where no li m i t a t i o n s as to area are indicated with regard to 
the tabulation of percentage of interest under the caption 
"Ownership," the applicable percentage or percentages shall 
apply with regard to a l l lands described above the tabu­
l a t i o n ; and where no depth l i m i t a t i o n s are indicated with 
regard to the tabulation of percentage of interests under 
the caption "Ownership," the applicable percentages or 
percentage shall apply as to a l l depths. 

5. Unless stated otherwise the recording references used herein 
are to the Public Records of the County and State where the 
t r a c t described l i e s . 

6. Some of the land descriptions contained herein may be 
abbreviated as to Township, Range, Section, etc., but 
correspond d i r e c t l y to the complete acreage descriptions of 
the t r a c t which immediately preceed the abbreviated descrip­
tions. 

7. The formations referred to i n the attached schedules are 
further i d e n t i f i e d as follows: 

a. With respect to the following: 

( i ) Schedule A-2, Tract 29 - JAL 1 and 2 Lease; 
( i i ) Schedule A-2, Tract 36 - Langlie #17 Lease; 

( i i i ) Schedule B-2, Tract 23 - Wells Lease; 

the top of the Seven Rivers Formation i s more s p e c i f i c a l l y 
defined as the stratigraphic equivalent of the depth of 
3,095 feet as shown on the Frontier Perforators, Incorporat­
ed, Gamma Ray-Neutron log run on September 1, 1975, i n the 
Skelly O i l Company's Sherrel No. 7 w e l l , located 1,980 feet 
from the south and east lines; of Section 31, T24S, R37E, Lea 
County, New Mexico. 

b. With respect to Schedule A-2, Tract 35 - Langlie 
#1 Lease, the depth of 100 feet above the base of the Seven 
Rivers Formation has been heretofore found to occur i n Gulf 
O i l Corporation J. A. Stuart No. 9 well (located 330 feet 
FNL and FEL i n Section 10, T25S, R37E, Lea County, New 
Mexico) at an indicated depth of 3,104 feet, as recorded on 
the Schlumberger Gamma Kay-Sonic log taken January 1, 1964, 
6aid log being measured from a Kelly bushing elevation of 
3,137 feet above sea level. 

c. With respect to the following: 

(i) Schedule A-2, Tract 48 - Selby Lease; 
( i i ) Schedule B-2, Tract 1 - Christmas Lease; 

the top of the Queen Formation is as shown at the depth of 
3,821 feet on the Gamma-Uay-Sonic log run i n the Continental 
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O i l Company West Arrowhead Deep Unit Well No. 1, located 
1,980 feet from the North line and 1,980 feet from the West 
l i n e of Section 17, Township 22 South, Range 36 East, 
N.M.P.M. 

d. With respect to the following: 

( i ) 
( i i ) 

( i i i ) 
(iv) 
(v) 

Schedule A-2, Tract 4 - Blinebry "A"; 
Schedule A-2, Tract 6 - Eva Blinebry "A"; 
Schedule A-2, Tract 43 - Courtland Meyers Lease; 

7 - Hodge Lease; 
24 - Jack Lease-

Schedule B-2, Tract 
Schedule B-2, Tract 

the depth of 100 feet above the base of the Seven Rivers 
Formation has been found to occur i n Texas Pacific O i l 
Company's Blinebry "B" No. 3 well (located 2,310 feet from 
the west l i n e and 330 feet from the north l i n e of Section 
34, Township 23, South, Range 37 East, Lea County, New 
Mexico) at an indicated depth i n t e r v a l of 3,168 feet, as 
recorded on the Schlumberger E l e c t r i c a l Log Run No. 1 taken 
December 26, 1952, said log being measured from a derrick 
f l o o r elevation of 3,300 feet above seal l e v e l . 

e. With respect to Tract 50 - State "B", the Eumont 
Gas Pool i s defined i n State of New Mexico Conservation 
Commission Order No. R-1670 as extending from the top of the 
Yates formation to the base of the Queen formation, thereby 
including a l l of the Yates, Seven Rivers and Queen f o r ­
mations . 
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l n *" '° o i l * n d * " exchange lcai Hated April 1, 19J9, iciueU 

by the United States of Arecric* to Otatn Oi ls , Inc . , sal tease bearing Serial Uo. 
Las Crucei 06082i(«) , Insofar ss n i i lea<e coven the foUovloe. described lomlj 

Th« North Half of the Southwest Quarter (N/2 SV/4) of 
Section 29, and the North Half (N/2)of Section jJO, 
Township'23 South, Range 37 East, Lea County, Nev 
Mexico, 

aubject to the following; 

(1) Operating Agreement dated March 1, 1927, between Eva t . Blinebry 
and busband, A. H. Blinebry, as permittee!, and Texas Production 
Co., a s operstor, 

(2) Agreement, dated October 31, 1938, between The Texas Cocujooy 
and R. Olsen, providing, among other things, for sn overriding 
royalty interest in favor of The Texas Coapsny of 1/8tb of tbe 
a l l when the daily average of production is more than 60 
t>»rrels during any calendar, month; 3/32ndi of the o i l when tht 
daily average of production I t mors than 40 barrels but not 
mora than 60 barrels during any calendar month; 1/16ch of ths 
o i l when the dally average of production Is 40 barrels or less 
during any calendar conth, and l/8th of a l l gas produced, with 
respect to tbe N/2 SV/4 of said Section 29. 

(3) Agreement, dated December 11,- 1939, between The Texts Co=?*ay 
and R. Olsen, as osended by Agreement dated August 29, 1940, 
and by Modification Agreement dated February 3, 1941, and 
Agreement dated May 26, 1941, providing, among other things, 
for'an. overriding royalty in teres t. l a favor of The Texas Coepany 
of 1/Bth of the o i l and casinghead gas produced, and l/16th of 
the dry gas produced, with respect to tbe N/2 of said Section 
30. 

(4) Agreement,.dsted August 14, 1940, between El Paso Natural Cas 
Coopany and R. Olsen, as modified by Agreement dated February 1, 
1943, between Uscan D r l l l i n j Conpeny and E l Paso Natural Co* 
Cocspmy, which provides, aaong other things, that E l Paso 
Natural Cas Coopany aay purchase and thereafter own and operate, 
wells capable of producing dry gas only, said Agreements cover­
ing the M/2 of said Section 30. 

(5) Pooling Agreement, dated May 17, 1954, between R. Olsen Oil 
Company and Anrferson-Prlchard Oil Corporation, with respect to 
gas as to the entire SW/4 of said Section 29. 

(6) Permittee's overriding royalty of 7%X of production Co Ev* E . 
Blinebry and A. K. Blinebry, her husband, and assigns. 

The fractional share of the jross o i l , casinghead gas and other l lculd hvJro^arbo: 
produced froci the above described land owned by Assignor i s .675. The fractional 
share of the gross gsj produced frco the N/2 SW/4 of said Section 29, as poo'.ed, 
owned by Assignor ts .50625. 

MLMU 

TRACT 20 
TRACT 21 
TRACT 22 

OWNERSHIP! 

1. 
t i o n 

2. 

Hartman Group 
H e n d r i x Grout) 

501 
50% 
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MLMU 
TRACT 25 

~ TRACT 5 - BLLHCBRi "»" ICASE 

An undivided ooe-half (1/2) Interest In snd to 

(*) Oil and gst exchange l e n t , dated Jenuary 1, I960, Issued by 
the United State* of America to Olsen Oi l t , Inc. and Western 
Natural Cat Coapany, aaid leaae bearing Serial Ho. La« Crucet 
065722, insofar at aaid leaae coven 

The South Half of tha Southwest Quarter (S/2 SV/4) of 
Section 34, To un chip 23 South, Range 37 East, Lea 
County, Hew Mexico, 

and a l l Interest in end to 

(a) Oil end gat exchange leaae dated January 1, 1960, laaued by 
the United States of Aaerlcs to Olsen Oils , I n c . , said lease 
bearing Serial No. Las Cruces 060823(b), Insofar as said 
lease covers 

The North Half of the Southwest Quarter (N/2 SW/4) snd 
the Horthuest Quarter (WW/<0 of Section 34, Tovmship 
23 South, Range 37 East, Lea County, Nev Mexico, 

aubject to the following: 

(1) Operating Agr cement dated March 1, 1927, between Eva E . 
Blinebry and husband, A. H. Blinebry, as permittees, snd 
Texas Production Co., - ss operator. 

(2) Agreement, dated December 11, 1939, between The Texas Cocpaay 
and JI. OTsen; as aaended by Agreement dated August 29, 1940, 
snd by Modification Agreement dated February 3, 1941, and 
Agreement dated May 26, 1941, providing, among other things, 
for an overriding royalty Interest lo favor of The Texas 
Company of 1/8ch on e l l and casinghead gas and l/6tb oo dry 
X*s, 

(3) Agreement dated December 7, 1940, between' E l Paso Natural 
Cas Compsny snd R. Olsen, at modified by Agreement dated 
February 1, 1943, between Uscan Dril l ing Company and t l ?a»© 
Natural Cas Company, which provldet, aoong other things, thst 
El Paso Natural Cas.Coapany may purchase,and thereafter own 
and operate, ve i l s capable of producing dry gas only. 

The fractional share of the gross oil,castnghead gar and other l iquid hydrocarbons 
produced froia the S/2'SU/4 of said Section 34, croed by Assignor i s .375 , «od tbe 
fractional share of the gToss o i l , catlnchead gas and other llould hydrocarbons 
produced frou the K/2 S*J/4 and «rf/4 of ss ld Section 34 I s .75. 

MLMU 
TRACT 23 
TRACT 24 

* * * 

OWNERSHIP: 

Hartman Group 
Hendrix Group 

501 
50% 
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TRACT & - EVA BLIMP ICY LEASE 

An undivided one-half (1/2) Intereit In ta i to o i l and ( i i exchange ltass 
datsd Apri l I , 1559, l»»utd by tha United States of Aaerica to Olsen Oils , In t . ac 
And.r»on-?rUhJ.rd Oi l Corporation/ said lc«s« bearing Serial No, Lai Cruces 060824 
Insofar ai said o i l aai rex lcaxa covera th* following described l indi 

Tha South Half of th'* Southwest Quarter (S/2 SW/4) of MLMU 
Section 29, Township 23 South, Rant* 37 East, Lea County, 

lieu Mexico, TRACT 19 

subject "to the following i 

(1) Operating Ajreeaent dated March 1, 1927, batween Eva E . BiincVvy 
snd huibtnd, A, H. Blinebry, as permittees, snd Texas Froduction 
Co . , ss Opacator. 

(2) Atreeaent dated Octobar-31, 1938, bttutea The Texts Co=p*ny and 
I . Olsen, pxovtitn-, a=o<vg ©th«x things, for an ovarrldlng 

royalty ln t sres t l n favor of Tbe Tejcas Coapany of l /8th of 
tha o i l when a dal ly average of production is core than 60 
barrels during any calendar month; 3/32nd* of ths o i l when 
"tha daily "average" production i s saorti thad AO barrels but not 
more th*a 60 barrels during aay calendar tajnth; 1/I6th of 
the o i l when Cb* dai ly average of production i s AO barrels 
or l e t s during sny calendar month u d 1/8th of a l l gts pro­
duced. 

(3) 7VX permittee's overriding royalty to Eva .E , Blinebry and 
A. H. l i inebry , her husband and assign*. 

(4) fooling Agreement, dated Hay 17, 1954, between %. Olsen 
Oi l Cosptny and Andersoa-rrichsrd Oi l Corporation, with 
respect as to "gaa JLS to £ha entire SV/4 of ssld Srct ica 29. 

Th* fractlooal share of tbe gross o i l , csslngheed gas and other li<iuld bydrocsxboev 
produced from the abovs described land owned by Assignor i s .3375. 

OWNERSHIP: 

As to those depths from the top of the Tans i l l Formation 
to a point 100 feet above the base of the Seven lUvars 
Formation: 

Harrjaan Group 100* 

As to a l l other depths except those specified in 1 
abovei 

Hartman Croup 50% 
Hendrix Group 50% 
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A l l Interest ln find to tne. following described o i l an. ^ai leases; 

(») Oil and gai l e i s e , dated July 6, 1936, from J . J . V*n Zsndt, 
• t ux, to Repollo O i l Corupnny, recorded in Book 31, Pago 106. 

(b) O i l and g«t leaae, dated July 22, 1936, from C. B. Vooluorth 
to Repollo Oi l Company, recorded in Book 31, Page 157. 

(c) Oi l and gaa leaae, dated July 24, 1936, from Peerless Oil 
and Cat Company to Repollo Oi l Company, recorded in Book 31, 
Page 162. 

(d) O i l and gat lease, dated July 28, 1936, frees Clinton Harrison 
to Repollo Oi l Company, recorded lo Book 31, Page 167. 

(«) OIL and gas lease , dated July 28, 1936, from William D. 
Harrison, et ux,-. to Repollo Oil Company, recorded ln Book 31, 
Page 165. 

( f ) Oi l and gat lease , dated November 23, 1936, from Ralph U. 
L e f t v l c h , et a l , to Repollo Oi l Company, recorded in Book 31, 
Page 519. 

(g) OH and gat lease, dated July I , 1946, from Amersdt.Petroleum 
Corporation to Uscan D r i l l i n g Company, recorded In Book 61, 
Page 636. 

(h) O i l and gat lease , dated October 28, 1947, from Amerada 
Petroleum Corporation to Uscan Dr l l l i og Ccarpany, recorded 
in Book 65, Page 395, 

Insofar at said leases cover the following described land: 

South Half (S/2) of Section 8, Township 23 South, Range 
37 E a s t , Lea County, New Mexico, 

and insofar and only insofar at ta ld leasee at to the SW/4 SE/4 and NE/4 SE/4 o i 
said Section 8, cover a l l ln tere t t l n the o i l , g«s and other mlnerait down te tbe 
depth o£ 3,700 fee t and an undivided 3/4ths interest i n the o i l , gas and other 
minerals from 3,700 feet to the depth of 4,000 feet , subject to overriding royalty 
Interest l totaling 37/1024ths of a l l o i l , gat and other mlnerait produced; and at 
to eha NW/4 SE/4 and SE/4 SE/4 and SV/4 ©f said Section 8, cover an undivided 3/4tbj 
Interest In the o i l , gat and other mlnerait down to the depth of 4,000 feet, subject 
to ao overriding royalty Interes t of 3/l28ths of 7/8ths of a l l tha o i l , gat and 
other mlnerait produced; subject to the following: 

( I ) That certa in agreement dated January 3, 1946, between 
Repollo OH Company and R. Olsen, at modified by agreement 
dated May 27, 1-946, and agreement dated July 16, 1946, 
and agreement dated November 21, 1947, a l l by and between 
the same p a r t i e s . 

The fractional share of the grott o i l , gat and other hydrocarbons produced from ths 
above described land above 3,700 fee t owned by Assignor I s as fol loutl 

.838867 at to the SW/4 SE/4 and NE/4 SE/4 of said Section 8. 

.6357.421 at to the KW/4 SE/4 and SE/4 SE/4 and SW/4 of said 
Section 8. 

OWNERSHIP: 

1. As to NW/4 SW/4, E/2 SW/4, SE/4 o f Section 8, T23S, 
R37E: 

Hartman Group 50% 
Hendrix Group 50% 

2. As to SW/4 SW/4 of Section 8, T23S, R37Et 

i n r t i 
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TRACT 43 - COURTl.AJJD MEYERS LEASE 

AH operating rights under tha 

Southwest Quarter (SW/4) of Section 5 snd the Southeast 
Quarter (SE/4) of Section 6, Township 24 South, Range 
37 East, Le* County, Hew Mexico, 

cald operating rights being created under snd by virtue of that certain Operating 
Agreement dated February 24, 1927, between Courtland Meyers snd Paul HeCune, In- • 
aofar as said Operating Agreeaenc relate* to the following deacrlbed lease; 

Oil and Cas Lease dated July 1, 1957, issued ln exchange 
for a "b" lease, icsued by the Secretary of the Interior 
of the United States to Anne Hughes Heyers and Firm 
Royalties, I n c . , said lease bearing Serial No. New Mexico 
037667, formerly a part of Serial No. Las Cruces 032450(b). 

The fractional share of the gross o i l , gas and other hydrocarbons produced froo 
the above described land owned by Assignor is .875. 

MLMU 

TRACT 26 

OWNERSHIP: 

l ' to & * ^ o f 1 ! £ V r 0 " » • * t 0 P ° f t h e T * n s 1 1 1 formation r ° P , o f t h e Seven Rivers Formation, but s h a l l , u n 

R i v e r f e F f a l m ^ *** r i * h t S £ r o m t h e <=°P " the Seven 
F i r ^ i o n T m a t i ° n t 0 1 0 0 ' a b ° V e t h C t 0 * o f t h e Q « e n C n 

Hartman Group 100% 

2. As to a l l other .depths except those s p e c i f i e d i n l above: 

Hartman Croup 50% 
Hendrix Group 50% 
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( I ) Oi l And gas lease dated September 14, 1948, by and between iconic T R / C T 72 

I . . Hodges and huibnnd, 0. M. Hodges, «s L e s s o r s , nnd C i t i e s Serv i ce O i l Coopnny, 
at Lessee , ta ld l ea se being recorded In Book 73, Pace ^28 of the records of Lc* 
County, Hew Mexico, t h i s interest ' fca ing'subject , houcver, to the tcras snd 
obl igations tst'-out l n that cer ta in Aisigrtment and Conveyance of O i l and Cas Lease 
dated October 27, 1956, and recorded in Book 91, Fsge 199 of the Lcs County records, 
wherein there was reserved unto C i t i e s Sarv i ca O i l Company en overriding royalty 
of one-sixteenth of seven-eights (1/16 of 7/8) when the w e l l s average 25 barrels 
of o i l or l e s s per we l l per day, three-thirty-sceoods of scven-c lghts (3/32 oi 7/8) 
when the wel l s average oore than 25 barre l s but not more than 40 barrels per well 
pur day, one-eighth of seven-eights (1/8 of 7/8) when the we l l s average core than 
40 b a r r e l * of o i l per wel l per day, and one-eighth of seven-eighths (1/8 of 7/8) of 
a l l gat produced, and wherein the i n t e r e s t assigned was l i m i t e d to « depth of 4000 
feet below the s u r f a c e ; 

(2) O i l and gss lease dated October 23, 1950, by and between The 
A t l a n t i c Ref in ing Company, a corporation, L e s s o r , snd R. O l s e n , Lessee , said 
l ease being recorded to Book 89, Page 340 of the records of Lea County, Hev 
Mexico, l e s sor reserv ing a royalty of twenty-three,one hundred twenty-eighths 
(23/128) when the average production per v e i l per day i s not over 25 barre ls , 
f i f t y - t h r e e two hundred f i f t y - s i x t h s (53/256) when the average production per 
wel l per day la over 25 barre l s but not over 40 b a r r e l s , f i f teen-slxty-fourths 

(15/64) when the average production per we l l per day i s over 40 b a r r e l s , and 
f i f t e e n - s i x t y - f o u r t h s (15/64) of a l l gas, instead of the r e g u l a r 1/8 royalty, 
sa id o i l and gss l e a s e being H a l t e d to a depth of 4000 f e e t below the surface; 

sa id o i l and gas l eases together covering the following descr ibed land, down to 
* depth of 4000 f e e t belov the sur face : 

Northeast Quarter (HE/4) of Sect ion 8, Township 24 
South, Range 37 E a s t , Les County, Hew Mexico; 

the leasehold estates created by above o i l and gas l eases being further subject 
to the fol lowing agreements, to wit:-

a) L e t t e r Agreement dated March 10, 1954, between Olsen-Blount Oi l Co. 
, and E l Paso Natural Cas Company, 

b) Cas Purchase Agreement dated October 6, 1951, as aaeryJed, between 
Olsen-Blount O i l C o . , as S e l l e r , and E l Paso Natural Cas Coopany, 
ss Purchaser, 

c ) Caslnghesd Cas Contract dated September 13, 1951, as amended, 
between Olsen-Blount O i l C o . , ss S e l l e r , and E l Paso Natural 
Cas Coapany, as Buyer, 

d) L e t t e r Acreeaent dated December 15, 1954, between E l Paso 
Natural Cas Cocpaoy and R. Olsen, 

e) L e t t e r Agreement dated. October 5 , 1954, between R. Olsen and 
E l Paso natural Cas Company, 

f ) Casinghead Cas Contract dated March 19, 1951, between R. Olsen, 
as S e l l e r , and E l Paso Natural Cas Cocpar.y, as Buyer, ss an-jr.ced. 

TW« f r a c t i o n a l share of the gross o i l , g»s and other hydrocarbons produced froa 
sa id land above 4000 feet ownei by assignor 1« .765625. 

OWNERSHIP: 

As to those depths from the top of the T a n s i l l Formation 
to a point 100 feet above the base of the Seven Rivers 
Formation: 

Hartman Croup 100% 

As to a l l other depths except those sp e c i f i e d i n 1 
above: 

Hartman Group 50% 
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An undivided o n e - f i f t h (1/5) in teres t In And Co llic r l c h t t of Permittee under 

and by v i r t u e of t h a t c c r t e i 0 Pcru l t dated J u l y U , 1927, laaued by the Secretary o£ 
the I n t e r i o r of the United State* to E . E . J a c k , aaid Permit bearing L«s Cruces Ser ia l 
Ho. 032326(b) Insofar aa aaid Tcrut t covers the 

MLMU Worthiest Quarter ( W / 4 ) of Sect ion 8, Township 24 South, 
Range 37 E a s t , Lea County, New Mexico, to a depth of 3700 
feet below the surface of the s o i l ; TRACT 29 

being the same undivided o n e - f i f t h (1/5) I n t e r e s t l n and to the operating rights 
under the above described land which were assigned to It. Olsen under and by v l r tu t . 
of that c e r t a i n P a r t i a l Assignment dated December 15, 1954, by aod between Howard 
Uogan and w i f e , Helen Hogan, Assignors, and R. Olsen , ss Assignee, re la t ing to thst 
c e r t a i n 

Oi l and gas mining lease dated Deceiber 1,1957, Issued by 
the,Unlted States of Acerica to Abner H. Jack, et a l , said 
lease bearing Las Cruce* S e r i a l Uo. 032326(b); 

subjec t to the aforementioned Instruments and the fol lowing reservat ions and/or agree­
ments, t o - w l t ; 

«) " T i l l i n g and Operating Agreement dated November 1, 1927, by 
and between E . E . Jack , 0-mer of Permit , and Karland O i l 
Company of Colorado, and the proportionate part of the 2%L 
overriding royal ty reserved t h e r e i n , 

b) Contract f o r Developoent dated December 10, 1949, by and 
between Cont inenta l O i l Coopany, Standard O i l Company of 
Texas, The Xtlar.'tie Refining Company,- and Stanolind O i l and 
Cas Company, F i r s t Par t i e s , and J . T . Paddleford, Second 
' • f r y , and the proportionate p a r t of the 2^Z overr iding 
royalty reserved thare in , 

c ) Cas Purchase Agreesent dated September 5, 1951, as amended, 
by and between E l Paso Natural Cas Compaoy, as Buyer, and 
Howard Hogan, "Herbert J . Schmitz, Harold S . R u s s e l l , 
Charles T . Scot t and F . D. L o r t s c h a r , as S e l l e r s , 

d) Casinghead Cas Contrsct dated October 11, 1951, by and 
between Howard Hogan, Harold S . R u s s e l l , Char les T . S c o t t , 
Herbert J . Schmitz aod F . D. L o r t s c h e r , as S e l l e r s , and 
E l Paso Natural Cat Coapany, as Buyer , as amended, , 

«) Operating Agreement dated January 16, 1951, between Howard 
Hogan, as Operator, aod Charles T . S c o t t , Harold S . R u s s e l l , 
Herbert J . Scfcalti . , and F . D. L o r t s c h a r , as Non-Operators, 
aa modif ied by. Modification of Operating Agreement dated 
December 15, 1954, between R. O l s e n , as Operator, and tbe 
Non-Operators here in named, 

f ) Agreement dated October 4, 1957, by and between E l ?*so 
Natural Cas Cocpany and R. O l s e a . 

The f r a c t i o n a l share of the gross o i l , dry gas , casloghead gas aod other l i c u l d 
bydrocaxbont produced from the above described land above 3700 f e e t owned by Assignor 
I s . 165 . 

OWNERSHIP1 

' f o a ° P o J n t C 1 0 0 P f ! : ^ f r r t h ^ t 0 £ ° f t h e T a n s i 1 1 N a t i o n 
F o r m a t i o n : * ^ b a S C ° f t h e S e v e n R ^ e r s 

Hartman Group 100% 

2 a b o v e : ° t h e r d e P t h s e x c e p t t h o s e s p e c i f i e d i n 1 

Hartman Group 50% 
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COHVEYAHCE AND AGREEME. 

EFFECTIVE 2-2-86 

COVERS MLMU TRACTS 
19.20.21.22. 23.24. 
25. 26. 29. AND 72 

THIS CONVEYANCE from SUN OPERATING LIMITED PARTNERSHIP by SUN 

EXPLORATION AND PRODUCTION COHPANY. its Managing General Partner, 

and SUN EXPLORATION ANO PRODUCTION COMPANY (herein collectively 

called "Sun"), to OOYLE HARTMAN, JAMES A. CAVIDSON, MICHAEL L. XLEIN 

and JOHN H. HENORIX CORPORATION, a Texas corporation, (herein called 

"Hartman", whether one or more) and AGREEHJNT by and between Sun and 

Hartman in connection therewith, which is telivered and effective at 

7:00 A.H. local time at the location of the Subject Interests (as 

hereinafter defined), respectively, or January 2, 1986 (the 

"Effective Oate"); 

W I T N E S S E T H 

Sun for the amount of Ten Dollars (310.00) and other good end 

valuable consideration, receipt of which is hereby acknowledged, and 

subject to the terms and provisions heretf, by these presents does 

hereby GRANT, BARGAIN, SELL, CONVEY, ASSIGN, TRANSFER, SET OYER and 

DELIVER unto Hartman a l l of Sun's right, t i t l e and interest in and 

to' the following: 

A. The o i l , gas and other mineral Teases, interests, rights 

and properties which are specifically described in Schedule A 

(hereinafter called "Subject Interests") attached hereto and made A 

. PART HEREOF FOR ALL PURPOSES 1NCLU0IHG ALL EXTENSIONS ANO RENEWALS 

THEREOF: SUBJECT (to the extent and only to the extent that the 

same are valid and subsisting) to all restrictions, exceptions, 

reservations, conditions, limitations, interests, burdens, con­

tracts, agreements, instruments and other natters (including, but 

not limited to, oil and gas sales, purchase, exchange and processing 

contracts, operating agreements and pooling, unitization or com­

mon} tization agreements, declarations and orders and other con­

tracts, agreements and instruments), which relate to any of such 

properties, including, without limitation, all such matters, i f any, 

as set forth in the specific descriptions of such properties in 

Schedule A; provided, however, that the parties hereto recogniie 

that certain interests in such properties may have expired or been 

released, and that Sun, and its predecessors in interest, have,_frora 

time to time, conveyed all or portions of their interests in certain 

2LG1/HARTKAN CONVEYANCE - CD 
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or the specific o i l , gas and other minera, interests, rights and 

properties described in Schedule A hereto as the same is reflected 

of record in the counties where such properties are located, and i t 

is recognized that to the extent that Sun or i t s predecessors in 

interest have heretofore conveyed a l l or a portion of their inter­

ests in said properties that i t is not intended by this instrument 

that those interests be conveyed to Hartman; 

8. A l l rig h t , t i t l e and interest of Sun derived from a l l 

presently existing and valid o i l , gas or mineral unitization, 

pooling, operating and communitization agreements, declarations and 

orders, and in and to the properties covered and the units created 

thereby (including a l l units formed under orders, regulations, rules 

or other o f f i c i a l acts of any federal, state or other governmental 

agency having j u r i s d i c t i o n ) , which relate to any of the properties 

specifically described in Schedule A. All rights, t i t l e s , and 

interests of Sun derived from a l l farmouts made to third parties 

Including, but not limited to, overrides and contingent working 

interests which relate to any of the properties specifically 

described in Schedule A; 

C. A l l presently existing and valid o i l and gas sales, 

purchase, exchange and processing contracts, casinghead gas con­

tracts, operating agreements, joint venture agreements, tax partner­

ships, and other contracts, agreements and instruments which relate 

to any of the properties specifically described in Schedule A; 

0. A l l personal property, improvements, lease and well 

equipment, permits and licenses (including, but not by way of 

limi t a t i o n , any wells, tanks, boilers, buildings, fixtures, 

machinery, injection f a c i l i t i e s , saltwater disposal f a c i l i t i e s , 

compression f a c i l i t i e s and other equipment gathering systems, power 

lines, telephone and telegraph lines, roads and other appurte­

nances), and a l l easements, servitudes, rights-of-way, surface 

leases and other surface rights, including but not limited to those 

easements, servitudes, rights-of-way, surface leases and other 

surface rights specifically described in Schedule A, which are now 

being used in connection with the exploration, development, opera­

tion or maintenance of the lands or properties specifically 

21G1/HARTHAN CONVEYANCE - (2) 
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i ribed in Schedu.e A, or any unit or uni in whi^n part or parts 

of such lands or properties may be included, or being used in 

connection with the production, treating, storing, transportation or 

marketing of o i l , gas and other minerals produced from or allocated 

to such lands or properties or such unit or units (herein called the 

Appurtenant Interests); 

E. Without limitation of the foregoing, all of Sun's right, 

t i t l e , interest and estate of every nature and description in and to 

the lands specifically described in Schedule A or included in any 

unit including any of Sun's interest in any such lease or land 

specifically described in Schedule A, even though Sun's interests 

therein be incorrectly described 1n, or description of such 

interests be omitted frcm Schedule A; and 

F. Notwithstanding anything herein to the contrary, i t is 

expressly recognized and agreed by and between Sun and Hart-nan that 

this Conveyance is intended to, and does, convey only those 

interests described.in Paragraphs A through E herein in the proper­

ties and interests described in Schedule A which are subject to two 

certain agreements,:one being that certain Agreement by and between 

Texas Pacific Coal and Oil Company and the Woodson Oil Company dated 

November 8, 1961, -and one being that certain Agreement by and 

between Joseph E. Seagrams & Sons Company and The Prudential 

Insurance Company dated April 1, 196S, which interests, among 

-others, were obtained by Sun from Texas Pacific Coal and Oil 

Company, et al, by that certain Conveyance dated August 29, 1930. 

Recording information for all of the above is reflected in Schedule 

B attached hereto. I t is further recognized that certain of such 

properties are subject to preferential right to purchase and/or 

consent to transfer provisions,, and that the properties subject to 

such provisions are not conveyed by this Conveyance. As to such of 

those properties where the holders of such rights, subsequently 

waive or release the same, they wi l l be conveyed to Hartman by 

Conveyance in the same form as this instrument. I t is further 

stipulated and agreed that this Conveyance is intended only to 

convey such of the aforementioned interests as Sun presently holds 

and which have not heretofore been conveyed tc third parties by Sun 

or its predecessors in t i t l e . 

2LG1/HARTHAN CONVEYANCE - (3) 
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TO HAVE ANO Tu HOLO said subject i ,-ests and appurtenant 

interests, together with said rights, t i t l e s , powers, interests and 

other matters, unto Hartman, their heirs, personal representatives, 

successors and assigns, forever, subject only to the terms, condi­

tions, reservations, exceptions and exclusions which are set forth 

herein, and on Schedule A, and all required third party or lessor 

consents and preferential purchase rights whether or not the same 

are reflected of record. 

I t is further agreed by and between Sun and Hartman as follows: 

1. As to the tera "minerals" as used herein, and without in 

any wise limiting or expanding the substances which would otherwise 

be included in "minerals", as such term is understood and camtrutd 

as of the date hereof, i t is expressly stipulated and understood 

that such terra is intended and shall be construed to include coal, 

lignite, carbon dioxide, helium, nitrogen and uranium (regardless of 

the method utilized in mining and producing any of such substances). 

The term " o i l , gas and other mineral interests" as used herein, 

without in any wise limiting the meaning of such term as the same is 

understood and construed as of the date hereof, shall be construed 

to mean and include o i l , gas and other mineral interests and rights. 

2. I t is hereby expressly agreed and understood that i t is 

the Intent of Hartman and Sun that Sun herein conveys, and Hartman 

herein acquires and accepts, without limitation, a ll powers, privi­

leges, expressed "and/or icplfed warranties,- causes of action, choses 

in action, rights and privileges attributable to actions of state 

and federal administrative agencies, and other rights which have now 

accrued, or may at some tiae in the future accrue to Sun, attribu­

table to the subject interests. I t is further agreed that Hartman 

may litigate or cause to be litigated any cause of action now 

accrued, or at some time in the future accruing to Hartman which 

arises out of, results from or relates to facts, circumstances, or 

transactions which have occurred prior to, or occur subsequent to 

the effective date hereof, irrespective of whether the parties have 

knowledge of such prior fact;, circumstances or transactions as of 

the effective date; provided, however, that i t is intended by this 

paragraph that Sun is conveying to Hartman only those causes of 

action, choses in action, powers, privileges, expressed and/or 

2LG1/HARTHAN CONVEYANCE — (4) 
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ied warranties, .ights and privileges i other rights which Sun 

actually has, subject to all defenses that may exist to said rights, 

causes of action, choses in action, etc. , and provided further that 

Hartman agrees, by reason of any litigation, demand, or other 

attempt to enforce any cause of action or choses in action arising 

by virtue of Sun's ownership of the interests conveyed herein, to 

indemnify and hold harmless Sun from any counterclaims, cross-

claims, third party claims, and any claims for indemnification or 

contribution that may arise by reason of the attempt to enforce any 

claim or claims, except as the same may apply to the negligence, 

gross negligence or contractual violations on the part of Sun. 

3. Sun agrees to hold Hartman harmless from, and to indemnify 

them for, any amounts which they may be required to refund to any 

'third party resulting from "the collection of any wellhead price for 

the natural gas or crude oil produced from the subject interests, 

prior to the effective date of this Conveyance, which were in 

violation of any federal or state' natural gas or crude oil wellhead 

pricing statutes or regulations now in effect, or which may have 

been effective in the past. 

4. To the extent permitted by applicable law in the respec­

tive states in which the Subject Interests are located, this 

Conveyance and Agreement shall be governed by and construed in 

accordance with the laws of the State of Texas. 

5. This Conveyance and Agreement is made without any covenant 

or representation of t i t l e or warranty of t i t l e of any kind, statu­

tory, expressed or implied, and without any recourse against Sun in 

the event of any failure of t i t l e to the Subject,Interests or any 

part thereof, not even for the return of the consideration paid 

therefor, but is made with full substitution and subrogation of 

Hartman in and to all covenants and warranties by others heretofore 

given or made with respect to the Subject Interests or any part 

thereof. EXCEPT THAT Sun represents and warrants that: 

and clear of the "PPA and NPA Retained Interests" excepted and 

reserved by Texas Pacific Oil Company, Inc. in that certain 

Conveyance and Agreement frcn Texas Pacific Oil Ccr.pany, Inc. to Sun 

Oil Company (Delaware) dated August 28, 1980, except Sun shall 

2LG1/HARTHAN CONVEYANCE - (5) 

a. The Subject Interests are conveyed to Hartman free 
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e. <?ssly indemnify and hold harmless thi .rtman group from any 

claim thereto by Texas Pacific Oil Company, Inc., its successors and 

ass igns. 

b. That Sun has not sold or otherwise disposed of any 

part of the Subject Interests since January 1, 1985. 

c. That Sun has not caused to be itntrsded or modified any 

gas sales contracts, operating agreements or other agreements 

covering or affecting ths Subject Interests, whether such contracts 

or agreements are specifically described on Schedule A, except those-

specifically known to Hartman or their agents as of the date of this 

Assignment. 

Sun and Hartman acre* that, to the extent required by the 

applicable law to be operative, the disclaimers of certain warran­

ties contained in this paragraph are "conspicuous" disclaimers for 

the purposes of any applicable law, rule or order. WITHOUT LIMITA­

TION OF THE GENERALITY OF TNE IMMEDIATELY PRECEDING SENTENCE, 

ASSIGNOR HEREBY ( i ) EXPRESSLY DISCLAIMS ANO NEGATES, ANY REPRESEN­

TATION OR WARRANTY, EXPF.ESScO If-fPLIED, AT COMMON LAW, BY COOe (OS 

OTHERWISE), BY STATUTE, OR OTHERWISE RELATING TO (A) THE CONOITION 

OF THE INUREST5 (INCLU01NC WITHOUT LIMITATION, ANY IMPLIED OR 

EXPRESSEO WARRANTY Or MERCHANTABILITY, OF FITNESS FOR A PARTICULAR 

PURP05E, OF SEAWORTHINESS, OR OF CONFORMITY TO MODELS OR SAMPLES Or 

MATERIALS), (6) ANY INFRINGEMENT 8Y ASSIGNORS OR ANY OF ITS AFFILI­

ATES OR ANY PATENT OR PROPRIETARY RIGHT OF ANY TKIRO PARTY; ANO ( i i ) 

NEGATES ANY RIGHTS OF ASSIGNEE UNOER STATUTES TO CLAIM DIMINUTION Or 

CONSIDERATION, WHETHER KNOWN OR UNKNOWN AS OF THE EFFECTIVE TIME, IT 

eEIHG THE INTENTION 0? ASSIGNOR ANO ASSIGNEE THAT THE I«TER;ST5i ARE 

TO BE CONVEYED "AS IS, WHERE IS" AND IN THEIR PRESENT CONDITION AND 

STATE OF REPAIR ANO THAT ASSIGNEE HAS MADE OR CAUSED TO 8E KAOE SUCH 

INSPECTION AS IT OEEMS APPROPRIATE. ASSIGNEE EXPRESSLY WAIVES THE 

PROVISIONS OF CHAPTER 17, SUBCHAPTER E. SECTIONS 17.41 THROUGH 

17.63, INCLUSIVE (OTHER THAN SECTION 17.55A, WHICH-1S NOT WAIVEO), 

TEXAS BUSINESS i COMMERCE COOE' (THE "ACT"). ASSIGNEE. TO THE 

FULLEST EXTENT IT LAWFULLY MAT, ALSO HEREBY WAIVES THE PROVISIONS OF 

ANY STATUTES OR ANY COMMON LAW IN ANY OTHER STATES WHERE THE INTER­

ESTS ARE LOCATED WHICH ARE SIMILAR TO THE ACT IN THEIR PROVISIONS, 

SCOPE, NATURE OR INTENT. 

2LG1/HARTMAN CONVEYANCE - (6) 
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6. A l l notices and statements reqo J or permitted to be 

given hereunder shall be deemed to have been properly delivered i f 

and when deposited in the United States mail or sent by Western 

Union telegram, charges prepaid, and properly addressed to the party 

entitled thereto at the addresses given below: 

I f to Sun Sun Exploration and Production 
Company 

P. 0. Box 2880 
Dallas, Texas 75221-2880 

I f to Hartman Ooyle Hartman 
P. 0. Box 10426 
Hid'land, Texas 79702; and 

John H. Hendrix Corporation 
525 Hidland Tower 8uilding 
Midland, Texas 79701 

Either party may specify as i t s proper address any other post office 

address within the continental limits of the.United States by giving 

to the other party at least fifteen (15) days' written notice 

thereof, delivered in the seme manner as other notices. 

The -terms, covenants and conditions contained herein shall be 

deemed to be covenants running with the lands'covered by the Subject 

Interests, and a l l such provisions herein shall inure to the benefit 

of and be binding upon the respective heirs, successors and assigns 

of Sun and Kertsien, and a l l references herein to Sun or Hartman 

shall include their respective heirs, personal representatives, 

successors and assigns. 

This Conveyance and Agreement is being executed in multiple 

originals, a l l of which are identical, except that, to f a c i l i t a t e 

recordation, certain counterparts hereof..contain only that portion, 

i f any of Schedule A which contain specific descriptions of Subject 

Interests located in ths recording j u r i s d i c t i o n where that countsr-

oart .is to be recorded are included, and other portions of Schedule 

A are included by reference only. A l l of such counterparts together 

constitute but one and the same instrument. Complete copies of this 

Conveyance and Agreement containing the entire Schedule A have.been, 

retained by Sun and Hartman and have been recorded in Lea County, 

New Mexico. 

IN WITNESS WHEREOF, this Conveyance. and Agreement 

has been executed ty Sun and Hartman on the dates 

of their respective acknowledgements hereof, 

2LG1/KARTHAN CONVEYANCE - (7) 
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bi'* is delivered »•' effective as to the runs of o and deliveries 

01 gas and for all other purposes on the Ef.^.tive Oate. 

••.ATTEST: SUN OPERATING LIMITED PARTNERSHIP 

, V > ^ • /7 D / ) / / ' B Y S U N EXPLORATION ANO PROOUCTION 
' / / l / f S ^ S / J ( I S y ^ / O i y COMPANY, i t s Hanaging General Par 

- "F a i Af 
By • <JUJXX*JZ4-6J 

SecretJ 
rtner 

ATTEST: 

^ecretiVy 

Thomas V. Lynch, Vice Pr^jident 

SUN EXPLORATION ANO PROOUCTION COMPANY 

Q. • Qj&rfJtJL By ^VCH^O^V. CO. 
I j y Thomas W. Lynch, Vice PreVjdent 

oyle Hartman 

Michael L. Klein 

ATXES7:: 

•Secretary, / 

Saanne Klein, by Michael L. Kieir. as 
/.i«orr\»y.in.Fact f o r Jeanne Klein 

JOHN H. HENDRIX CORPORATION 

John H. Hendrix 7 
THE STATE OF-TEXAS )( 

) ( SS-

COUNTY 0? DALLAS )( 

BEFORE HE, the undersigned, a Notary Public in and for said 
County and State, on this day personally appeared Thomas W. Lynch, 
'Vice President-of- Sun Exploration and Production-Coapany, Managing . 
General Partner of Sun Operating Limited Partnership, a l i s i t i d 
partnership, known to me to be the person and officer whose naae is 
subscribed to the foregoing instrument and acknowledged to me that 
the sa.T.e was the act of the said Sun Operating Limited Partnership 
and that he executed the same as the act of such limited partnership 

l,for>..,XJie"purpcses"nd consideration therein-expressed, and in the 
'\«;ipraoi£%jherein stated. 
•>V- ;-'.y/\ 
••' A GPVEli iJNOER MY HANO ANO SEAL OF OFFICE This the 31st div of 
-jfteceW«'i 1§35. 

...:Z."- -TY. .- ^y.&& 
Notary Public, Stale of lexas 

i.'ci:.-/ ?v:;iC m 4 fo: l.lj Su:« ol Um 
Mjr Cflffl̂ asion Eipirts 7/1I/S9 

2LG1/HASTMAM CONVEYANCE - (8) 
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COUNTY Of DALLAS )( 

BEfORE ME, the undersigned, a Notary Public in and for said 
County and State, on this day personally appeared Thomas W. Lynch, 
Vice President of Sun Exploration and Production Company, a Delaware 
Corporation, known to rr.e to be the person and officer whose name is 
subscribed to the foregoing instrument and acknowledged to me that 
the same was the act of the said Sun Exploration and Production 
Company, and that he executed the same as the act of such cor­
poration for the purposes and consideration therein expressed, and 

\»-'fn'"the, capacity therein stated. 
. . v i -
• •""'*AUNOER MY KANO AND SEAL" Of OFFICE This the 31st day of 

Jecemb'er, "\985. ' 
-~— I - , . 

\ | ,~C<L: 
= Notary Public, State of Texas ~ 

WIS. 1.1771: 
' ' " IMHHI» , V ^ Keary ?ut!s ir. 1 for ISe St»ta of Tens 

My Css.T.iis::n Eipitu 7/11/89 
THE STATE OF TEXAS ) ( 

) ( ss. 
COUNTY. .OF.. r*r-\:r\\c~rxr\ )(. 

BEFORE ME, the undersigned a u t h o r i t y , a Notary Publ ic i n and 
f o r said County and S ta te , on t h i s day persona l ly appeared Ooyle 
Hartman and Margaret Hartman, his w i f e , known to me to be the 
pers^peft^yhose names are subscribed to the foregoing instrument and 
aiHi/iavleodjici, t o r e . t h a t they executed the same f o r the_purpos_es_and 

^ c j y j ^ v d e T a . f f p ^ t h e r e i n expressed. 

* ' J HY KANO ANO SEAL OF OFFICE" t h i s the day of 

V * ^ ^ - - ^ ! ^ ^ c ' - ' = ; ' T i Notary Pub l i c , State of Texas 

THE STATE OF TEXAS ) ( 
) ( ss-

COUNTY OF r < ^ . - ) ( 

*» BEFORE'HE, the undersigned authority, a Notary Public in and 
•for said County^ and State, on this day personally appeared Ja.-es A. 
Davidson, known'to me to be the person whose name is subscribed to 
'.the'foregoing, instrucent and acknowledged to ms that he executed the 
isame--.for -the purpos*s--*nd -consideration- therein expressed 

VY'" GIVEN--£yc£k KY KANO AND SEAL OF OFFICE this the x< 

•-.•>•>., Cc^.^:;'r>^-t-C'C- Notary Public, State of Texas .. 

deV Of 

Thi STA7C C." TCXAj JT. " 

COUNTY OF )( 

BEFORE ME, the undersigned a u t h o r i t y , aJJc-fary Pub l i c i n and 
f o r said County and S t a t e , on t h i s day peps-onally appeared Michael 
L. I\le1n and Jeanne K l e i n , his wi f e , Jtnown to me to be the persons 
whose names are subscribed to the^ fbrego ing instrument and acknow­
ledged to me tha t they extitrCed the same fo r the purposes and 
cons idera t ion t he re in e x ^ r f s e d . 

GIVEN UNOER^rfHAriO ANO SEAL OF Off ICE t h i s the dav of 
19S5. 

Notary Public, Slate of Texas 

2LG1/KARTMAN CONVEYANCE - (9) 
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T' " .TATE OF TEXAS )( CCK 394 ISA 6.15 

COUNTY OF f f i r f .Wrf. ' ' X 

8EF0RE HE, the undersigned, a Notary Public in and for said 
County and State, on this day personally appeared John H. Hendrix, 
known to me to be the_person and officer whose name is subscribed to 
the foregoing instrument and acknowledged to me that the same was 
the act of the a i d John H. Hendrix Corporation, a corporation, and 
that he executed the sa.'se as the act of such corporation for the 
purposes and consideration therein expressed, and in the capacity 
the re i a. stated. 

'•//*>. ...... 
CIVtTr̂ UNOER KY HANO ANO SEAL OF OFFICE this the - - 'day of 

. 'f! ;-t.n fi-Ao -; , i9ea. 

\ I .; -fin.'/>'••: '• /1— 
h ' i Notary Public, State' of Texas 

THE STATE OF TECAS )( 

cctmr OF MIDLAND ) ( 

BE?OxE ME, z'r.t ur:£srsijne-, a Notar/ Public in and for said 
County and State, on this cay personally appeared Michael L. Klein, 
Individually and as Attorney-in-Fact for Jeanne Klein, his wife, 
known to ir.e to be the person whose nar.e is subscribed to the foregoinf 
instrume.it and acknowledged to ir.e that he executed the sane for 
the purposes and consideration therein expressed... 

CrvES UNDER MY K->G ANT SEAL CF OFFIG this the J?„J 'day 
of ft«AM , 1986. 

5#rr>& JUdar, n 
• Notary Kidlic, i-tate ot Texas 

\ J i m * t t.ix»i 
OT cexs>'i<M!< t j j t l U i 
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SCHEDULE A 

»CGK 394 !.v: 616 
Attached to and made a part of Conveyance and Aqres^en; 
between Sun and Ooyle Hartman et al, dated January 2, 
]°o6. (Jal-Olsen Properties) 

* Properties identified by this symbol have previously 
been conveyed in whole or in part by Sun or its prede­
cessors in t i t l e to a third party, or have been sur­
rendered or abandoned as to all or a portion thereof. 

"Properties identified by this sym&ol are subject to 
obligation to obtain a consent to assign or to a 
preferential right to purchase, and are not assigned 
or conveyed by the Conveyance and Agreement to which 
this schedule is attached. 

* * * * * * * 

A-2 

TftACT 1 - BATES LEASE 

. ^ - ^ ^ ^ - ^ H - n ^ e . fo l lovtne A s c r i b e d o i l «nd gas l e s s e r : 

(a) Oi l ir.e t . « - i « « s e " , ' c « e e < ! Hay 10, 1 S U , f r c = C h w U i T . 
-. Bates, « t » 1 , to ?.. Oisea, recorded io Book-"61, ?a S e 

290. ' 

(b) O i l tad t » s ^ . u s t - 2 , 1946, i r r a V . >!. 

recorded i n BocU 6 1 , ^ a j e 4S5. 

(c) Otl «r.= t a « l e . / f , <Jat*d J«ne 9, 1S47, fro= Catherine L 
De=r««s t , ^Xf ldou , to Uscan D r i l l l n j Coc?t=y, reesrd^d ia 
oook &5,S?*$t 34, 

insofar « . said Verses cover the feUc-Jlnx described land: 

/ " ^ u c h v e s t Quarter of t £ Southeast Quarter (SW/4 S t /4 ) of 
/ Section 18, Tovnjhlp 24 South, Ran te 37 E a . t , Lea County, 

^ y ' ' Mew Mexico, 

l u b ^ t c t to che f o l l o ' - t n t : 

of the ' o t l , £i.i * r . l other c t n t r a l . produced. 
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(2) Ccc-a-jnicirstion Agrcc^inc, dated October 7, 1957, recorded 

In Boot 133 » t Page 155 of tbe Miscellaneous Records, by 
and bec-eeo X. 01 ten Oil Cocpany tod the Southtrr. 
C a l i f o r n i a Petroleun Corporatloo, vtarcby the above 
described land v t i u i e a part of a un i t consisting of toe 
St/4 of aaid Section 1!, for the production of gas o t l y . 

The f rac t iona l share of the ( : o c i gas produced f ron the a'sove described land c.-sd 
by Assignor i s .7536621 acd, as u a t t i i e d , i i .16641552. 

» TP-ACT 4 - BLINI5KY. "A" LEASE 

A l l inceresc i a and to o i l and gas exchange lease dated A p r i l 1, 1959, issued 
by the United States: of America Co Olsen O i l s , I n c . , said lease bearing Ser ia l Vo. 
Las Cruces 060825(a), insofar t s said lease covers the fo l lov iag described lar.d: 

The Korrh Half of t i e Southwest Quarter (N/2 S"J/4) of MLMU 
Section 29, and t i e Kortb Half (N/2) of Sest ioc 30, 
Tovr.s&ip 23 South., Xangs 37 E a s t , Lea County, New TRACT 20 
Mexico, TRACT 21 

TRACT 22 
subject- to-ths--f o l io-Jin*: 

(1) Operating Agretatr.t dated harch 1, 1927, bct-eec Eva E . Zll.-ttbry 
ar.d husband, A. E . S l iaebry , as permittees, aad Texas Prcd-jctloa 
C o . , as o p e r a u r . 

(2) Agreement,-dated £ata ier ._31 . > . . 19 .3J5 u bervtea The Texas Cczjtay 
and X . O l s e a , - p r c v i c i a g , aacng other thiags'7"f or -aa -overr-idi-ag 
roya l ty i n t e r e s t i s favor of The Texts Cec-jarry of l / 8 c h of tbe 
o i l vV.en the d a i l y e-.-erage of production i s core thaa £0 
barre l s during ar.y calendar nontb; 3/32r.ds of the o i l vh&a tae 
da i l y average' of production, i s core thaa 40 barrels but no: 
core "than 60 barrels* curing-tny. calendar csr.tr.- l /16cb cf tae 
o i l vhen the da i ly average of production i s 40 b a r r e l s ' o f less 
during aay calendar caath, rad l / 8 t h of a l l gas produced, vich 
respect to t i e K / 2 SV/4 of s a i d Section 29. 

(3) . .Agreement, dated December 11, 1939, betvesn Toe Texts C;=?i=7 
ar.d R. O l s t a , as amended by Agreement dated August 29, 1940, 
aad by K o d i f i c a t i e n ^ r t e z t n t dated February 3, 1941, ar.d 
Agreement dated Kay 26, 1S41, providing, amsng other things, 
for an overriding royal ty i n t e r e s t I n fe-.-sr of Ths Texts Coaatr.y 
oZ 1/Sth of tbe o i l and ctsir.ghetd gas produced, and 1/lStb of 
the dry gas produced, with respect to the K/2 of sa id Scct ica 
30. 

(<0 • Agreement, dated August 14, 1540, bec-eea E l Paso Natural Cas 
Ccapany and X. Olse.-., as c o d i f i e d by Agreement dated February 1, 
1943, becveen Uscaa D r i l l i n g Cccpeay and E l Paso Uatrural Cas 
Ccrpar.y, vhleh provides...j^mnr.g^ other things, that E l ? u o 
Natural Cas Coapar.y cay purchase aad thereafter ovn-and .o;erat i , 
i.'ells capable of producing dry gas only, said Agreements sever­
ing the K/2 of s a i d Sectioa 30. 

(5) Pooling Agreement, dated ?[ay 17, 1954, becveen R. Ol i e s O i l 
Ccmptny and-Andtrscn-?richard. .Oil Corporation, y i t h respect to 
gas as to the e n t i r e SV/4 of sa id Sec t i ca 29. 

(6) Permittee's overriding royalty of 7V7. of production to Eva E . 
Blinebry and A. P.. a l tncbry , her husband, and ass igns . 

Trie f ract ional share of the gross o i l , .eastefhtad gas and ocher li<r-:td hj jro--ir3c = s 
produced lrer= the above described land o»-.ed by Assignor i t . 675. "n: [raccic.-.i! 
-.har= of the £ r o : j cir. produced f ree tht K/2 .S'J/4 of said Stat ion 2S, »- pao'.ei, 
ô -Ticd by Aj i lgnor i s .50625. 

- 3 - EXHlBlT A-2 
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TRACT 5 - BL1H£3£Y "B" LEASE 
sea 394 ffi: 619 

An undivided oat-half (1/2) i n t e r e s t in and to 

(a) Oi l and <-as t s c b n - c l e t s e , dated Jcmuary 1, 1960, issued by 
the United S tacc i of America Co Olsen O i l s , I n c . end Vejtern 
Katural Cat Co=?arty, sa id lease bearing S e r i a l Ko. Las Cruc:s 
065722, insofar es sa id lease covers 

The South Half of the Southwest Quarter (S/2 SV/4) of 
Section 34, Township 23 South, Rat̂ ge 37 Zest , Lea 
County, New ricxlco, 

and a l l interes t i n and ta 

(a) O i l ar.d gas exchange lease dated January 1, 1960, issued by 
the United States of America to Olsen O i l s , I n c . , said lease 
bearing S e r i a l Ko. Las Cruces 0 608 25 (b)i insofar as sa id 
lease cavers 

Tne Kortb Kalf of the Southuest Quarter (X/2 SV/4) aad 
the Northwest Quarter (NW/4) of Sect ion 34, Tow-ship 
23 Soutbi" P.amg"e"37 E a s t , Lea County, Kev. Jiexieo., 

subject to the f o l l c v i c g : 

(1) Operating Agreement dated Karch 1, 1927, becueeo Eva I . 
Blinebry and husband, A. K . B l inebry , as permittees, and 

as operator. 

MLMU 

TRACT 25 

MLMU 

TRACT 23 
TRACT 24 

Texas Production Co. 

(2) Agreement, dxted December 11, 1939, between The Texas Cemaaay 
and R. Olsen, as amended by Agreement dated August 29, 1940, 
and by K a d i f i c a t i o a Agreement dated February 3, 1941, and 
Agrteaeat.dated .Kiy 26^1941, providing, tmang other tbir . js , 
for em overriding r o y a l t y i n t e r e s t i n 'favor—of-Tbe Texas 
Company of 1/8Ch, o i o i l and casinghead gas and l/6t'a oa cry 
gas. 

(3) Agreement dated Demember 7, 1940, betverm E l Paso Natural 
Cas Ccmpany-and. R. .Olsen, ..as c o d i f i e d by Agreement dated 
February 1, 1943, between Uscan D r i l l i n g 'Coa-pariy "and t l Paso 
Hatural Cas Company, vhlch provides , tmang other things, that 
E l Paso Natural C u Ccm-mamy .t-Jry. purchase, and ̂ thereafter ova 
aad operate, v e i l s ' c i ? able of producing dry gas'only. 

The fracYionel'~r?JLre"of the* gross o i l , casinghead_gai_tnd .other l i c u l d hydrocar'sc-as 
produced fron the S/2 SV/4 of s a i d Sect ion 34, o:.*=ed by AssYg'nVr i s :375 , tad t'ae 
f r a c t i o n a l sbtre of the gross o i l , casinghead gas and ormar l i c i ; i d bycrocarsens 
produced f r e a the i)/2 SVJ/4 and l=-:/4 of =eid S e e t i s a 34 i s .75. 

*7?J£T 6 - EVA BLISE3KY LEASE 

An undivided one-half (1 /2) i n t e r e s t i n aad to o i l and gas exchsr.se I t 
dated Apr i l 1, 1559, issued by the United States of America to Olsen O i l s , I.-.i 
Ander»oa-?r i ehard .Ol l r Coj -pora t ion , said l ease bearing S e r i a l J.'o. L t j Cruces Ci 
Insofar as said o i l and gas l ease covers che fol lowing described laad; 

The South Kalf of the Southwest Quarter (S/2 SW/4) of 
i e c t i on 29, Tovnship 23 Sc-uth, Range 37 E a s t , Lea County, 
Kev Mexico, 

subject to the f c l l o v l n j : 

(1) Operating A;rcc:cnc dated I'_*reh 1, IS27, between Eva E . 3 l i ne>vv. 
and husband, A. H. 21 inebry, as permittees, and Texas PrnC--: r . i c r , 
Co . , t t o j - r i t o r . 

(2) Acrccmcnt dsted October 31, 1938, bewce-i The Texas Coapa.-.y and 
R. Olsen, pTevtdtec tm->o£ other t h t n j c , for ta overriding 

MLMU 

TRACT 19 
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royal ty i n t e r e s t i n favor of Tbe Texas Company of l / 8 c h of )ILHD 
the o i l when a d a l l y average of production i s more than 60 
b a r r e l » during any calendar month; 3/32ndt of tbe o i l when TTACi 
the da i l y overage production i a more than 40 barre l s but not 
more than 60 b a r r e l s during any calendar month; l / 16 th of 
the o i l when the da l ly average of production ia 40 barre l s 
or l e s s during any calendar month and l / 8 t h of a l l gas pro­
duced. 

(3) 7%Z permittee's overriding r o y a l t y to Eva £ . Bl inebry aad 
A. K. 'Bl inebry, ber husband and a s s i g n s . 

(4) Pooling Agreement, dated May 17, 1954, between R. Olsen 
O i l Company and Anderson-Prichard O i l Corporat ion, with 
respec t ac to gas as to the e n t i r e SW/4 of s a i d Section 29.' 

The f r a c t i o n a l share of tbe gross o i l , casinghead gas and other l i q u i d hydrocarbons 
produced from the above described land owned by Assignor i s .3375. 

* TRACT 7 - BOYD LEASE 

A l l i n t e r e s t l n and to o i l and gas l e a s e , dated Hay 30, 1926, from Mary J . 
Boyd, et a l , to Chas . T. Bates , recorded l n Book A, Page 265, insofar as said lease 
covers the fo l lowing described land: 

Ihe E a s t 160.acres of che North Half (N/2) of 
Sec t ion 23, Township l l i ou tn . Range 37 E a s t , 
Lea County, New Hexico, 

down to the depth of 6,600 f e e t , subject to the f o l l o w i n g : 

"(1) An overr id ing-roya l ty , i n t e r e s t of l / 8 t h of 7/8ths 
of the o i l , gas and other minerals produced. 

(2) Agreement dated November 1, 1945, by and between 
Repollo O i l Company and R. Ol sen . 

The z r a c t l o n a l chare of the g r o s s - o i l , • g a s - and other hydrocarbons produced from tbe 
above described land owned by Assignor i s .765625. 

* TRACT 8 - CALLEY LEASE 

A l l I n t e r e s t i n and to the foi lowing described o i l and g a s . l e a s e s : 

(a) O i l and gas lease dated August 31, 1948, from Peerless 
O i l and Cas Company to R. Olsen O i l Company, recorded lo 
Book 72, Page 502. 

(b) O i l and gas leaae dated June 29, 1948, from L . J . C a l l e y , 
at ux, to R. Olsen O i l Coapany, recorded i n Book 70, 
Page 129, 

i n s o f a r as sa id leases cover the fol lowing described land: 

E a s t Half of the Northeast Quarter ( E / 2 K E / 4 ) of 
S-.ction 7, Township 25 South, Range 37 E a s t , Lea 
County, New rfexleo, 

and insofar and only Insofar as said leases cover an undivided 3/8chs interer - . in 
the o i l , gas and other minerals to a depth of 50 f ee t below total depth Q*. the f i r s t 
" e l l d r i l l e d or to 3800 f e e t , whichever I s ' t h e ' l c t s e r depth, and being subject to 
excess royal ty and overriding royalty i n t e r e s t cota l lng 51/2048chs of a l l o i l , c s 

and other minerals prctuced; and covir lng an undivided'5/16chs in teres t in the o i i , 
gas and other minerals f r o c the aiove ocntloncd djpth to a dipch of 6,000 f e c i , 
and bcinp subject to on overriding royal ty I n t e r e s t tota l ing 35/2048th» of e l l the 
o i l , gas and other minerals produced. 
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The f r a c t i o n a l share of tbe gross o i l , gss and other hydrocarbons produced 
r--e .--"eve d - scr ibed land above 3,800 f ee t ovn/:d by Assignor I s .303223. 

* TRACT 9 - C L l f T LEASE 

A l l I n t e r e s t tn and to the fo l lowing described o i l and gas l e a s e s : 

(a) O i l and ges l e a s e , dated July 6, 1936, from J . J . Van Zandt, 
et ux, to Repollo O i l Company, recorded i n Book 31, Page 106. 

(b) O i l and gas l e a s e , dated July 22, 1936, from C . B . UooK-orth 
to Repol lo O i l Coapany, recorded i n Book 31, Page 157. 

(c) O i l and gas l e a s e , dated Ju ly 24, 1936, from Peerless O i l 
and Ces Coapany to Repollo O i l Coapany, recorded i n Book 31, 
Page 162. 

(d) O i l and gas l e a s e , dated July 28, 1936, from Cl in ton Harrison 
to Repol lo O i l Company, recorded I n Book 31, Pege 167. 

(e) Otl and gas - lee*t,-..dated July 28, 1936, from W i l l i e n D. 
H a r r i s o n , et ux, to Repollo O i l Coopauy, recorded in-Book 31, 
Page 165. 

( f ) O i l and gas h u e , dated November 23, 1936, from Ralph V. 
Le . f twich, et t l ^ to Repollo O i l Company, recorded i n Book 31, 
Page 519. 

(g) Otl and gas l e a s e , dated July 1, 1946, from Amerada Petroleum 
Corporat ion to Uscan D r i l l i n g Company, recorded l n Book 61, 
Page 636. 

(b) O i l and gas l e a s e , dated October-28, 1947, from Amerada 
Petroleum Corporat ion to Uscan D r i l l i n g Company, recorded 
i n Book 65, Page 399, 

i n s o f a r as sa id l e a s e s cover the fol lowing descr ibed l a n d : 

South Half ( S / 2 ) of Sect ion 8, ToOnship-23- South, Range 
37 E a s t , Lea Counry, Nev Mexico, 

and insofar and only i n s o f a r as sa id leases as to the SV/4 SE/4 and KE/4 SE/4 of 
s a i d Section 8, cover a l l i n t e r e s t i n the o i l , gas aad other minerals down to the 
depth of 3,700 f e t c *nd an-undivi.ded 3/4ths i n t e r e s t i n the o i l , gas aod other 
minerals from 3,700 f e e t to the depth of 4,000 t e e t , subjec t to overriding royalty 
i n t e r e s t s t o t a l i n g 37/1024tha of a l l o i l , gas and other minerals produced; and as 
to the NW/4 SE/4 and SE/4 S E / 4 and SW/4 of sa id Sect ion 8, cover an undivided 3/4th* 
i n t e r e s t l n the o i l , gas and other minerals down to the depth of 4,000 fee t , subject 
to an overriding r o y a l t y i n t e r e s t of 3/128ths of 7/8tbs of a l l the o i l , gas and 
other mineral's produced; s u b j e c t to the f o l l o w i n g : 

(1) That c e r t a i n agreement dated January 3 , 1946, between 
Repol lo O i l Cocpjmy and R. Olsen , as c o d i f i e d by egreement 
dated Kay 27, 1946, and agreement dated J u l y 16, 1946, 
and agreement dated November 21, 1947, a l l by and between 
the same p a r t i e s . 

The f r a c t i o n a l share of the gross o i l , gas and other hydrocarbons produced from the 
above described land above 3,700 feet owned by Assignor i s as fo l lows: 

.838867 as to the SU/4 SE/4 and NE/4 SE/4 of sold Section 8. 

.6357421 as to the KW/4 SE/4 and SE/4 SE/4 and SW/4 of said 
Sec t ion 8. 

* * TP-ACT 10 - CONE LEASE 

A l l in teres t i n and' to tKo follo%<tru; cUjaerlbtd U » M < : 
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P r l c h a r d O i l CorporatloQ, R. Olsco O i l Coapany and The. 
U-K Royalty Company, as par t i e s of tbe f i r s f parr and 
Stanol ind O i l and Cat Coapany, a« party of the second part , 
wherein there i s reserved to Stanoliod O i l and Caj Coapany 
an o i l payment of 5500,000.00 payable from an undivided 
l / 1 6 t b of the production. 

The f rac t iona l share of the gross o i l , gas and other hydrocarbon* produced froa 
the above described land owned by Assignor i s .737S, but subjext to 51 net prof i t s 
reservat ion . 

MLtttJ 

TRACT A3 - COURTLANP MEYERS LEASE v p j 

A l l operating r i g h t s under tbe 

Southwest Quarter -(SV/4).of Sect ion 5 and the Southeast 
Quarter (SE/ ' i ) of Section 6, Township 24 South, Range 
37 E a s t , Lea County, New Hexica, 

sa id operating r i g h t s being created under and by v i r t u e of that c e r t a i n Operatl 
Agreement dated February 24, 1927, between Courtland Meyers and Paul MeCune, l c 
sofar as said Operating Agreement re la te s to the fol lowing described l ease : 

O i l and Cas Leese dated July 1, 1957, issued i n exchange 
f o r a "b" l e a s e , iesued by the Secretary of the I n t e r i o r 
of tbe United States to Anne Hughes Meyers and Firm 
R o y a l t i e s , I n c . , sa id lease bearing S e r i a l No. New Mexico 
037667, f o r n e r l y - a part o f - S e r i a l No. Las Cruees-.q32430(b). 

The f rac t iona l share of the gross o i l , gas and other hydrocarbons produced from 
the above described land owned by Assignor i s .875. 

* TRACT 44 - MORRIS LEASE 

An undivided one-half (1/2) I n t e r e s t i n aad to the fol lowing described 
o i l and gas l e a s e : 

' O i l and Cat-Lease-dated Ju ly 29, 1937, being a "b" lease 
bear ing S e r i a l No. Las Cruces 032510(b)' i s sued' to R. 
01 tea O i l Coapany and Anderson-Prlchard O i l Corporation, 

insofar as s a i d l e a s e covers tbe fol lowing descr ibed- land: 

Southwest Quarter (SW/4) of Sect ion 27 Township 26 
South, Range 37 E a s t , Lea County, New hexlco, 

subject to the f o l l o w i n g : 

. . . (1) Contrac t dated July 16, 1936, between Stanolind O i l and 
Cas Coapany, as grantor, and Oscan O i l Coapany.aad 
Anderson-Prlchard O i l Corporation, as grantees, which 
p r o v i d e s , among other things , f o r tbe payment to 
S tano l ind O i l and Cas Coapany of 5500,000.00 payable 
i n l n s t a l l a e n t s equal to the gross proceeds of the sa l e , 
d i s p o s a l or u t i l i z a t i o n of l / 16 t h of the o i l , casinghead 
gas and other hydrocarbon substances produced froo the 
above described laod and other lands , as amended by 
c o n t r a c t dated Noveober 16, 1938 between Anderson-Prlchard 
O t l Corporat ion, R. Olieo O i l Coapany and The W-K Royalty 
Company, as par t l ea of the f i r s t par t , and Stanolind O i l 
and Cas Coapany, as party of. the second p a r t . 

(2) An overr id ing royal ty I n t e r e s t of l / 64 t h of the tota l 
production of o i l , gas and other a l n e r a l s in favor of 
A. K. Barnes . 

The f rac t iona l share af the gross o t l , gas and other hydrocarbons proOucrd froa 
the above descr ibed land ovned by Assignor is .3984375. " 

-33 - EXHIBIT A-2 



c ) Cas Purchase Agreement dated August 13, 1951, between E l Paao 
" : : u r a l Cas Company, as Buyer, and Olsen-Blount D r i l l i n g C o . , 
as S e l l e r , 

d) Casinghead Caa Contrac t dated February 19, 1952, between 
Olsen-Blount D r i l l i n g C o . , as S e l l e r , and E l Paso Natural 
Cas Company, ox Buyer . 

The f r a c t i o n a l .share of the gross o i l , gas and other hydrocarbons produced from the 
above-described land owned by ass ignor i s ,77343750. 

TRACT 7 - HODCE LEASE 

(1) O i l and gas l e a s e dated September .14, 1948, by and between Jennie 
L . - Hodges and. husband, 0. K. Hodges, aa L e s s o r s , and C i t i e s . S e r v i c e O i l Company, 
as L e s s e e , s a i d l e a s e being'recorded i n Book 73, Page 4 28 of the records of Lea 
County, New Mexico, t h i s i n t e r e s t baing s u b j e c t , however, to toe terms and 
ob l igat ions set out I n chat c e r t a i n Assignment and Conveyance of O i l and Cas Lease 
dated October 27, 1950, and recorded i n Book 91, Page 199 of the Lea County records, 
wherein there was reserved unto C i t i e s Serv i ce O i l Company an overr id ing royalty • 
of ooc - s lx teenth-o f - seven-e ight s (1/16 of " S ) when the w e l l s average 25 barre l s 
of o i i or l e s s per w e l l per day, tbxee - th ir ty - secdoda 'o f ' seven-e ights - (3 /32-o f . 7/fl). 
when tbe wel l s average more than 23 b a r r e l s but not more Chan 40 barre l s per wel l 
per day, one-eighth of seven-eights (1/8 of 7 /8) when Che w e l l a average more than 
40 b a r r e l s of o i l per w e l l per day, .and one-eighth of t eyea-e lghchj (1/8 of 7/8) of 
a l l gas produced, and wherein Che i n c e r e s t ass igned was l i m i t e d Co a depth of 4000 
f e e t below' tbe s u r f a c e ; 

(2) Otl and gas l e a s e dated October 23, 1950, by and becveen The 
A t l a n t i c Ref in ing Company, a corporat ion , L e s s o r , and R. Olsen , Lessee , sa id 
l ea se betng recorded i n Book 89, Page 340 of the records of Lea County, New 
Mexicn. l e s sor r e s e r v i n g a r o y a l t y of twenty-three one hundred twenty-eighths 
(23/128; when the average production per w e l l . p e r day i s not over 25 b a r r e l s , 
f i f t y - t h r e e two hundred f i f t y - s i x t h s (53/256) when tbe average production per 
w e l l per day i s over 25 b a r r e l s but not over 40 b a r r e l s , f i f t e e n - s i x t y - f o u r t h a 
15 /64 ) when Che average production per w e l l per day l a over 40 b a r r e l s , and 
f i f t een -e ix ty - four ths (15/64) of a l l gas, ins tead of the r e g u l a r 1/8 roya l ty , 
s a i d o i l . a n d . g a s l e a s e being l i m i t e d to a depth of 4000 f eec below the surface; 

s a i d o i l and gat l e a s e s Cogether covering Che fo l lowing described land, down to 
a depth of 4000 f e e c below the s u r f a c e ; 

. Northeast .Quarter (HE/4) uf Sec t ion 8,^ Township. 24 i i . Towns.'.Cs 2'-
SouCh, Range 37_Easc , Lea County, New Mexico; 

Che leasehold es ta tes created by above o i l and gas l eases being f ur t he r subject 
to the fol lowing agreements, co w i t : 

a) L e t t e r Agreement dated Harch 10, 1954, between Olsen-Blount O i l Co 
* • and E l Paso Natural .Cas.Company, 

b) Cas Purchase Agreement dated October 6, 1951, as amended, between 
Olsen-Blount O i l C o . , as S e l l e r , and E l Paso Natural Cat Coopaoy, 
as Purchaser , 

c ) Casinghead Cas -Contract dated September 13, 1951, as amended, 
becveen Olsen-BlounC O i l C o . , at S e l l e r , and E l Paso Natural 
Cas Coapany, at Buyer, 

d) L e t t e r Agreement dated December 15, 1954, between E l Paso 
Natural Cas Company and R. 01sen ( 

e) L e t t e r Agreement dated October 5 , 1954, between R. Olsen and 
E l Paso Natural Cas Coopany, 

f ) Casinghead Cas Contract dated Harch 19, 1951, between R . . O l s e n , 
as S e l l e r , and E l Paso Natural Cas Coapar.y, as Buyer, as aa-jr.de'd! 

The f r a c t i o n a l share cvf the j r o a s o i l , gas and other hydrocarbons produced from 
aa id lond tbeve. 4000 feet owned by ass ignor l a .765625, 
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^)—'A^f^"4a^"t^aRan5c^'b^r~4TT.957~by and between X V S n o 
Natural C a j Company and R. Ola en, 

o) B t H of S a l e dated Aug-uat 14, 1958 from J a l O i l Company, I n c . 
and p.. Olecn co E l Poso Natural Cas Coapany',' 

p) L e t t e r Agreement dated August 4, 1938 between E l Pojo 
Natural Caa Coapany and J a l O i l Company, I n c . and R. Olsen , 

q) Operating Agreement dated November 19, 1958 between E l 
Paao Natura l Caa Coopany-i^aa operator, and We*tern 
Petroleum Coapany, J a l ' ' O i l Company, I n c . , et *1 , a» non- . 
operator*, covering^the NW/4 Sect ion 9 and SE/4 SW/4 S e c -

• t t o n 4 - 2 5 S - 3 7 E / /
/ 

r ) Comaunit leat ion Agreement datedNovcmber 20, 1958 between 
E l Paso^NaCuxal Cat Company, Western Petroleum Coapany, et 
a l , c r e a t i n g « gas u a i t covering Che NW/4 Sect ion 9-25S-37E 
a n / - ^ E / 4 SW/4 S e c t i o n 4-25S-37E; 

together w l t t / a l l r i g h t s and/or obl igat ions of that c e r t a i n Agreement dated July 15, 
1955; ibetwe'en Anderson-Prlchard O i l Corporation and R. Olaen ac to the undr i l l ed , 
unearned'acreage descr ibed ae the 

Northeast Quarter of the Southwest Quarter (NE/4 SW/4) 
• and the Southeast Quarter of the Southwest Quarter' 

(SE/4 SW/4) of Sec t ion 4-25S-37E, Lea County, New 
/ Mexico. 

The-fcactional'%baxtrof the gross o i l , casinghead gas and other l i q u i d hydrocarbons 
produced from the above descr ibed land above 4000 f e e t , not enaxsjo l t ired, owned by 
Assignor i s .5 3 6 25. 

* TRACT 24 - JACK LEASE 

An undivided o n e - f i f t h (1 /5 ) i n t e r e s t i n and to the r i g h t s of Permittee under 
and by v i r tue of that c e r t a i n Permit dated J u l y 14, 1927, I s sued by the Secretary of 
the. I n t e r i o r of the United S ta te s to E . E . J a c k , ca id Permit bear ing Las Cruces S e r i a l 
No. 032326(b) I n s o f a r as aaid Permit covers the 

MLMU 
Northwest Quarter (NW/4) of Sect ion 8, Tovnjhlp 24 South, 
Range 37 E a s t , Lea County, New Mexico, to a depth of 3700 TRACT 29 
feec below the s u r f a c e of the s o i l ; 

being the sane undivided o n e - f i f t h (1/5) i o t e r e e t i n and to Che-operating r ights 
under the above descr ibed land which were assigned to P.. Olsen under and by vlrcuk 
of that c e r t a i n P a r t i a l Assignment dated December 15, 1954, by aod between Howard 
Bog an and wi fe , Helen Hogan, Ass ignors , and R. Oicen, as Ass ignee , r e l a t i n g to thi 
c e r t a i n 

O i l and gas mining l ease dated Decexber 1,1957, I s s u e d by 
the United Sta tes of, America to Aboer H. J a c k , e t a l , aaid 
l ease bear ing Las Cruces S e r i a l No. 032326(b); 

subject to the aforementioned instruments and the fol lowing r e s e r v a t i o n s and/or a 
oencs, to-wic: 

a) D r i l l i n g and Operating Agreement dated November 1, 1927, by 
and between E . E . J a c k , Owner of Permit, end K a r l and O i l 
Coopany of Colorado, and the proportionate part of the 2}fl. 
overr id ing r o y a l t y reserved there in , 

b) Contract f o r Development dated December 10, 1949, by and 
between Cont inenta l O i l Company, Standard Oi l Coepany of 
Texas, The A t l a n t i c R e f l n l r g Coopaoy, and Stano l ind Otl and 
Caa Coapany, P t r a t Partlft . i , and J . T. Paddlcford, Second 
Party , and the proportionate pact of zhe 2>j7. o v e r r i d i n g 
roya l ty re served t h e r e i n , 

. ? 5 - EXH181T B-2 
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c ) Cat Purchase Agreement dated Septenber 5 , 1951, aa amended, 

by and betweco E l Poao Natural Cat Coapany, at Buyer , aod 
Howard Hogan, Herbert J . Schauta, Harold S . R u s s e l l , 
Charles T , Scot t and 7. D. L o r t t c h e r , at S e l l c r a , 

d) Casinghead Cat Contract dated October 11, 1951, by aod 
between Howard Hogan, Harold S. R u s a e l l , C h a r l e t T . S c o t t , 
Herbert J . Schmitx and P. D. L o r t t c h e r , as S e l l e r s , and 
E l Paao Natural Cat Company, as Buyer, as amended, 

e) Operating Agreement dated January 16, 1951, between Howard 
Hogan, as Operator, and Cbarlcs T . S c o t t ; Harold S . R u s s e l l , 
Herbert J . Scbmlcz, and ? . D. L o r t s c h e r , as Noo-Operators, 
at modif ied by Modif icat ion of Operating Agreement dated 
December 15, 1954, between R. Ol ten , at Operator , and the 
Non-Operators here in named, 

f ) Agreement dated October 4, 1957, by and between £ 1 Paao 
Natural Cas Company and R. Olsen. 

The f r a c t i o n a l thare of the gross o i l , dry gas, casinghead gae and other l i q u i d 
hydrocarbons produced from the above described land above 3700 f e e t owned by Assignor 
I s .165. 

703 

MLMU 

TRACT 29 

* TRACT 25 - COVINGTON FEDERAL 

Oil_and £ a * - t i ! « e dated 6>e».aber. 1, 1951, i s sued by the United States -df 
Anrer£caTto"cuttaYe .Ring, s s l d . lease 'bearing New'Mexlco S e r i a l No...06470, and cover­
ing'the fol lowing descr ibed l a n d ; 

Lots 3 and 4, and the Northeast Quarter of the Southwest 
Quarter (NE/4 SW/4) of Section 31, Township 25 South, 
Range 37 E a s t , .Lea County, New Mexico; 

subject to tht fo l l owing re servat ions and/or agreements, t o - w l t : 

a) Operating Agreement dated December 1, 1951,'between 
Custave Ring and Ceo. S. Cohen, / 

/ 
b) Assignment of O i l and Cas Lease dated^Februaxy 17, 1956, 

from J e r r y Covington and wife to the'Olsen O i l s , I n c . , and 
an overriding royalty i n t e r e s t reserved t h e r e i n payable to 
Jerry Covtngcon of 1/16 of 7/fl/b'elow the depth of 3130 
feet below the surface of t h e / s o i l , 

c) Casinghead Cas Contract dated May 15, 1952, at amended, 
between Custave Ring sod Ceo. S. Cohen, as S e l l e r s , aod E l 
Pato Natural Cat Company, at Buyer, 

d ) .P»s_Purchase Agreement dated July 12, 1954, as amended, 
becveea~Hsjc.~Ceo.rge Schulie; as S e l l e r , and E l Paso Natural 
Cat Coop any %yC% Buyer. 

The f r a c t i o n a l share of the grots o i l , gas and other hydrocarbons produced from .the 
above described land above 3150 feec owned by Assignor I s .875. 

* TRACT 26 - SAND MILLS QUIT 

( I ) ^ D t l and gat lease dated July 1, 1950, lacued by the United States of 
Aotrlca to Bartrand O. Baett, said lease bearing Lat Crucet S e r i a l No. 061142, insofar 
and only lpiofar as s a i d o i l and gas lease covers the f o l l o w i n g : 

An undivided onc-ttxteenth (1/16) i n t e r e s t tn and lo the 
Vest .lalf (W/2) of Section 29, an undivided one-thirty-second 
(1/32) i n t e r e s t i n and to the West l a l f (W/2) of Section 21 
and an undivided one-t ix ty-four th (1/64) i n t e r e s t i n and'to'"""'' 
the South "'-If of the Northwest Quarcer (S/2 NW/4) and Souch-
£!IS-Qu-acc<r—of—Che NortFeast -Quartc'f' (i'l./4-NE'/4)—and-Sou Ch 
Half (S/2) of Section 17, a l l i n To«--<.thip 26 South, Range 36 
East. Lea County, Neu Mexico. 
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Myers Lanqlie Mattix & 
Stuar glie Mattix 
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DATED 4-8-88 
TRUSTEE'S MINERAL DEED 

THIS INDENTURE, made t h i s 8th day of A p r i l , 1988, between 
JAMES R. ADELMAN, Trustee f o r JOHN V. MCCARTHY and NORMA (CHISM) 
MCCARTHY, d/b/a • M k M OIL COMPANY,, i n Bankruptcy 86-00416 i n the 
United States Bankruptcy Court f o r the Eastern D i s t r i c t of 
Oklahoma, Party of the F i r s t Part, and Doyle Hartman 

, of P. 0. Box 10426 
Midland, Texas 79702 Party of the Second Part, 

WITNESSETH, t h a t said Party of the F i r s t Part, i n 
consider a t i o n of Notice being given on the 2nd day of February, 
1988 and the 8th day of March, 1988, and no. objections being 
made, i n the United States Bankruptcy Court f o r the Eastern 
D i s t r i c t of Oklahoma i n JOHN V. MCCARTHY and NORMA (CHISM) 
MCCARTHY, d/b/a M k M OIL COMPANY, i n Bankruptcy 86-00416 does 
hereby g r a n t , bargain, s e l l and convey unto the said Party of the 
Second P a r t , i t s successors and assigns forever, a l l the 
Trustee's r i g h t , t i t l e and i n t e r e s t of said Debtors, both at law 
and i n e q u i t y , of, i n and t o the following described o i l , gas and 
other minerals i n and under and tha t may be produced from the 
fo l l o w i n g described lands s i t u a t e d i n the County of Lea, State of 
New Mexico, t o - w i t : 

10: S/2 
T24S, P.37E (120 
SECTION 10: NW/4 
SECTION 11: NW/i 

SW/4: NW/4 SW/4 
ACRES) 
NE/4 & E/2 NW/4, T25S, R37E 
NW/4, T25S, R37E 

MLMU 

TRACT 63 

together w i t h the r i g h t 
the purpose of mining 
developing said lands 

of ingress and egress at a l l times f o r 
, d r i l l i n g , exploring, operating and 
f o r o i l , gas, and other minerals, and 

s t o r i n g , handling, t r a n s p o r t i n g and marketing the same . therefrom, 
i f possessed by said Debtors. 

This sale i s being made subject to any r i g h t s now 
e x i s t i n g to any lessee or assigns under any v a l i d and subsisting 
o i l and gas lease of record heretofore executed; i t being 
understood and agreed th a t said Party of the Second Part s h a l l 
have, receive, and enjoy the herein granted undivided i n t e r e s t in 
and to a l l bonuses, rents, r o y a l t i e s and other b e n e f i t s which may 
accrue under the terms of said lease insofar as i t covers the 
i n t e r e s t being conveyed, whatever i t may be, without warranty, 
from and a f t e r the date hereof, precisely as i f the Party of the 
Second Part herein had been at the date of the making of said 
lease the owner of a s i m i l a r undivided i n t e r e s t i n and to the 
lands described and .the Party of the Second Part one of the 
lessors t h e r e i n . 
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To have and to hold the above described property and 
easement w i t h a l l arid singular the r i g h t s , p r i v i l e g e s , and 
appurtenances thereunto or i n any wise belonging to the said 
Party of the Second Part's successors and assigns forever. 

• IN WITNESS WHEREOF, the said Party of the F i r s t Part 
hereunto set his hand the day and year above w r i t t e n . 

Jarneŝ -R. Adelman, Trustee f or 
JOHX V. MCCARTHY and NORMA 
tethsM) MCCARTHY, d/b/a M J-. M 
'OIL COMPANY, in Bankruptcy 86-00416 
in the United States Bankruptcy 
Court f or the Eastern D i s t r i c t of 
Oklahoma 

STATE OF OKLAHOMA 

COUNTY OF TULSA 
SS . 

) 

Before me, the undersigned, a Notary Public, i n and f o r 
said County and State, on t h i s 8th day of A p r i l , 1988, personally 
appeared James R. Adelman, Trustee f o r JOHN V. MCCARTHY and NORMA 
(CHISM) MCCARTHY, d/b/a M L M O i l Company, i n Bankruptcy 86-
00416 i n the United States Bankruptcy Court f o r the Eastern 
D i s t r i c t of Oklahoma, to me known to be the i d e n t i c a l person who 
executed the w i t h i n and foregoing instrument and acknowledged to 
me that he executed the same as his free and voluntary act and 
deed and as Trustee f o r JOHN V. MCCARTHY and NORMA (CHISM) 
MCCARTHY, d/b/a M & M O i l Company, i n Bankruptcy 86-00416 i n the 
United States Bankruptcy Court f c r the Eastern D i s t r i c t of 
Oklahoma f o r the uses and purposes therein set f o r t h . 

Given under my hand and seal of o f f i c e the day and ye?.r 
above w r i t t e n . 

C ^ 2 ; , //•• / / -
NOTARY PUBLIC 

•• 'r.-tM'y^Koifonissi on E x p i r e s 

.; ' A P R H -.4 , \ 1 9 9 1 

' r i .\-":i'r"i-SEAL:); 
o ••:.---c-.t? / 
. ' • ' t V . \ O v 

STATu OF ?-;sv» Mexico 
COUNTY Or LEA 

APR 13 1363 

and lecord-iJ in ;ic»7(-.. 
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70-6-8. Ownership of injected gas. 

All natural gas which has previously been reduced to possession, and which is 8 bs*. 
quently injected into underground storage in any strata or formation shall at all time b 
deemed the property of the injector, his heirs, successors or assigns; and in no event shal 
such gas be subject to the right of the owner of the surface of said lands or of any mineral 
interest therein, under which said strata or formation lie, or of any person other than the 
injector, his heirs, successors and assigns, to produce, take, reduce to possession, waste oj 
otherwise interfere with or exercise any control thereover, provided that the injector his 
heirs, successors and assigns shall have no right to gas in any stratum, formation or portion 
thereof, in which storage rights have not been acquired pursuant to this act [70-6-1 to 70-6-8 
NMSA 1978], or otherwise purchased. 

History: 1943 Comp., } 66-9-8, enacted by Righu and liabilities with respect to natural ru 
Laws 1863, ch. 188, 5 8. reduced to possession and subsequently stored ia 

Am. Jur. 2d, A.LH. and GJ.8. reference*. — natural reservoir, 94 A.L.H.2d 643. 

ARTICLE 7 
Statutory Unitization Act 

See. 
70-7-1. Purpose of act, 
70-7-2. Short title. 
70-7-3. Additional power* and duties of the oil con­

servation division. 
70-7-4. Definition*. 
70-7-6. Requisites of application for unitization. 
70-7-6. Matters to he found by the division precedent 

to issuance of unitization order. 
70-7-7. Di via ion orders. 
70-7-8. Ratification or approval of plan by owners. 
70-7-9. Amendment of plan of unitization. 
70-7-10. Previously established unita. 
70-7-11. Unit operations of less than an entire pool. 

Sec. 
70-7-12. Operation; expressed or implied covenants. 
70-7-13, Income from unitized substances. 
70-7-14. Lien for costs. 
70-7-16. Liability for expense*. 
70-7-16. Division orders. 
70-7-17. Property righto. 
70-7-18. Existing rights, rights in unleased land and 

royalties and lease burdens. 
70-7-19. Agreements Dot violative of laws governing 

monopolies or restraint of trade. 
70-7-20. Evidence of unit to be recorded. 
70-7-21. Unlawful operation. 

70-7-1. Purpose of act. 
The legislature finds and determines that it is desirable and necessary under the 

circumstances and for the purposes hereinafter set out to authorize and provide for the 
unitized management, operation and further development of the oil and gas properties to 
which the Statutory Unitization Act [70-7-1 to 70-7-21 NMSA 1978] is applicable, to the end 
that greater ultimate recovery may be had therefrom, waste prevented, and correlative 
rights protected of all owners of mineral interests in each unitized area. It is the intention 
of the legislature that the Statutory Unitization Act apply to any type of operation that will 
substantially increase the recovery of oil above the amount that would be recovered by 
primary recovery alone and not to what the industry understands as exploratory units. 

History: 19&3 Comp., t 66-14-1, enacted by 
Laws 1975, ch. 293, i 1. 

Law reviews. — For article, "On an Institutional 

Arrangement for Developing Oil and Gas in the Gulf 
of Mexico", see 26 Nat. Resources J. 717 (19861. 

70-7-2. Short title. 

This act [70-7-1 to 70-7-21 NMSA 1978] may be cited as the "Statutory Unitization Act." 
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70-7-3 

History: 1953 Comp., I 66-14-2, enacted by 
Lavs 1976. ch. 293, { 2. 

70-7-3. Additional powers and duties of the oil conservation divi­
sion. 

Subject to the limitations of the Statutory Unitization Act (70-7-1 to 70-7-21 NMSA 1978], 
the oil conservation division of the energy, minerals and natural resources department, 
hereinafter referred to as the 'division*, is vested with jurisdiction, power and authority and' 
it shall be its duty to make and enforce such orders and do such things as may be necessary 
or proper to carry out and effectuate the purposes of the Statutory Unitization Act. 

History: 1963 Comp., 1 65-M-S, enacted by 
Law* 1976, cb. 283, i 3; 1977, eh. 156. I 109; 
1987, ob. 2S4. I «7. 

The 1»87 amendment, effective July 1, 1987, 

70-7-4. Definitions. 

substituted 'energy, minerals and natural resources' 
for 'energy and minerals* and made minor changes 
in language. 

For the purposes of the Statutory Unitization Act [70-7-1 to 70-7-21 NMSA 1978], unless 
the context otherwise requires: 

A. "pool" means an underground reservoir containing a common accumulation of 
crude petroleum oil or natural gas or both. Each zone of a general structure, which zone is 
completely separate from any other zone in the structure, is covered by the word pool as 
used herein. Pool is synonymous with "common source of supply" and with "common 
reservoir"; 

B. "oii and gas" means crude oil, natural gas, casinghead gas, condensate or any 
combination thereof; 

C. "waste," in addition to its meaning in Section 70-2-3 NMSA 1978, shall include 
both economic and physical waste resulting, or that could reasonably be expected to result, 
from the development and operation separately of tracts that can best be developed and 
operated as a unit; 

D. "working interest" means an interest in'urntized substances by virtue of a lease, 
operating agreement, fee title or otherwise, excluding royalty owners, owners of overriding 
royalties, oil and gas payments, carried interests, mortgages and hen claimants but 
including a carried interest, the owner of which is primarily obligated to pay, either in cash 
or out of production or otherwise, a portion of the unit expense; however, oil and gas rights 
that are free of lease or other instrument creating a working interest shall be regarded as 
a working interest to the extent of seven-eighths thereof and a royalty interest to the extent 
of the remaining one-eighth thereof; 

E. "working interest owner" or "lessee" means a person who owns a working interest; 
F. "royalty interest" means a right to or interest in any portion of the unitized 

substances or proceeds thereof other than a working interest; 
G. "royalty owner" means a person who owns a royalty interest; 
H. "unit operator" means the working interest owner, designated by working interest 

owners under the unit operating agreement or the division to conduct unit operations, 
acting as operator and not as a working interest owner; 

I. "basic royalty" means the royalty reserved in the lease but in no event exceeding 
one-eighth; and 

J. "relative value" means the value of each separately owned tract for oil and gas 
purposes and its contributing value to the unit in relation to like values of other tracts in the 
unit, taking into account acreage, the quantity of oil and gas recoverable therefrom, location 
on structure, its probable productivity of oil and gas in the absence of unit operations, the 
burden of operation to which the tract will or is likely to be subjected, or so many of said 
factors, or such other pertinent engineering, geological, operating or pricing factors, as may 
be reasonably susceptible of determination. 
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70-7-5 OIL AND GAS 70-7-6 

Hlatory: 19S3 Comp., i 66-14-*, enacted by 
Lawa 1975, ch. 293, i 4; 197T, ch. 265, 4 110. 

70-7-5. Requisites of application for unitization. 

Any working interest owner may file an application with the division requesting an order 
for the unit operation of a pool or any part thereof. The application shall contain: 

A. a description of the proposed unit area and the vertical limits to be included 
therein with a map or plat thereof attached; 

B. a statement that the reservoir or portion thereof involved in the application has 
been reasonably defined by development; 

C. a statement of the type of operations contemplated for the unit area; 
D. a copy of a proposed plan of unitization which the applicant considers fair, 

reasonable and equitable; 
E. a copy of a proposed operating plan covering the manner in which the unit will be 

supervised and managed and costs allocated and paid; and 
F. an allegation of the facts required to be found by the division under Section 70-7-6 

NMSA 1978. 

History: 1963 Comp., i 66-14-6, enacted by 
Laws 1975, ch. 293, } 6; 1977, ch. 266, J 111. 

Am. Jur. 2d, A KR. and CJ.S. reference*. — 
38 Am. Jur. 2d Gas and Oil 55 164, 172. 

Compulsory pooling or unitization statute or ordi­
nance requiring owners or lessees of oil and gas lands 
to develop their holdings as a single drilling unit and 
the like, 37 A.L.R-2d 434. 

70-7*6. Matters to be found by the division precedent to issuance of 
unitization order. 

A. After an application for unitization has been filed with the division' and after notice 
and hearing, all in the form and manner and in accordance with the procedural require­
ments of the division, and prior to reaching a decision on the petition, the division shall 
determine whether or not each of the following conditions exists: 

(1) that the unitized management, operation and further development of the oil or 
gas pool or a portion thereof is reasonably necessary in order to effectively carry on pressure 
maintenance or secondary or tertiary recovery operations, to substantially increase the 
ultimate recovery of oil and gas from the pool or the unitized portion thereof; 

(2) that one or more of the said unitized methods of operations as applied to such pool 
or portion thereof is feasible, will prevent waste and will result with reasonable probability 
in the increased recovery of substantially more oil and gas from the pool or unitized portion 
thereof than would otherwise be recovered; 

(3) that the estimated additional costs, if any, of conducting such operations will not 
exceed the estimated value of the additional oil and gas so recovered plus a reasonable 
Pront'> 

(4) that such unitization and adoption of one or more of such unitized methods of 
operation will benefit the working interest owners and royalty owners of the oil and gas 
rights within the pool or portion thereof directly affected; 

(5) that the operator has made a good faith effort to secure voluntary unitization 
within the pool or portion thereof directly affected; and 

(6) that the participation formula contained in the unitization agreement allocates 
the produced and saved unitized hydrocarbons to the separately owned tracts in the unit 
area on a fair, reasonable and equitable basis. 

B. If the division determines that the participation formula contained in the unitization 
agreement does not allocate unitized hydrocarbons on a fair, reasonable and equitable basis, 
the division shall determine the relative value, from evidence introduced at the hearing, 
taking into account the separately owned tracts in the unit area, exclusive of P n v 8 l ( ^ 
equipment, for development of oil and gas by urut operations, and the production allocat 
to each tract shall be the proportion that the relative value of each tract so determined bears 
to the relative value of all tracts in the urut area 
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70-7-7 STATUTORY UNITIZATION ACT 70-7-7 

C. When the division determines that the preceding conditions exist, it shall make 
findings to that effect and make an order creating the unit and providing for the unitization 
and unitized operation of the pool or portion thereof described in the order, all upon 6uch 
terms and conditions as may be shown by the evidence to be fair, reasonable, equitable and 
which are necessary or proper to protect and safeguard the respective rights and obligations 
of the working interest owners and royalty owners. 

History: 1853 Comp., t 85-14-6, enacted by 
Law* 1975, cb. 2B3, } ft; 1977, ch. 255, ) 113. 

70-7-7. Division orders. 

The order providing for unitization and unit operation of a pool or part of a pool shall be 
upon terms and conditions that are fair, reasonable and equitable and shall approve or 
prescribe a plan or unit agreement for unit operation which shall include: 

A. a legal description in terms of surface area of the pool or part of the pool to be 
operated as a unit and the vertical limits to be included, termed the unit area"; 

B. a statement of the nature of the operations contemplated; 
C. an allocation to the separately owned tracts in the unit area of all the oil and gas 

that is produced from the unit area and ie saved, being the production that is not used in the 
conduct of operations on the unit area or not unavoidably lost; 

D. a provision for the credits and charges to be made in the adjustment among the 
owners in the unit area for their respective investments in wells, tanks, pumps, machinery, 
materials and equipment contributed to the unit operations; 

E. a provision governing how the costs of unit operations, including capital invest­
ments, shall be determined and charged to the separately owned tracts and how the costs 
shall be paid, including a provision providing when, how and by whom the unit production 
allocated to an owner who does not pay the share of the costs of unit operations charged to 
that owner or the interest of that owner may be sold and the proceeds applied to the 
payment of costs; 

F. a provision for carrying any working interest owner on a limited, carried or 
net-profits basis, payable out of production, upon such terms and conditions determined by 
the division to be just and reasonable and allowing an appropriate charge for interest for 
such service payable out of the owner's share of production; provided that any 
nonconsenting working interest owner being so carried shall be deemed to have relin­
quished to the unit operator all of its operating rights and working interest in and to the 
unit until his share of the costs are repaid, plus an amount not to exceed two hundred 
percent of such costs as a nonconsent penalty, with maximum penalty amount in each case 
to be determined by the division; 

G. a provision designating the unit operator and providing for the supervision and 
conduct of the unit operations, including the selection, removal or substitution of an 
operator from among the working interest owners to conduct the unit operations; 

H. a provision for a voting procedure for the decision of matters to be decided by the 
working interest owners in respect to which each working interest owner shall have a voting 
interest equal to its unit participation; 

I. the time when the unit operation shall commence and the manner in which and 
the circumstances under which the operations shall terminate and for the settlement of 
accounts upon termination; and 

J. such additional provisions as are found to be appropriate for carrying on the unit 
operations and for the protection of correlative rights and the prevention of waste. 

History: 1963 Comp., i 86-14-7, enacted by the end of Subsection F, added the language follow-
Laws 1976, ch. 295, i 7; 1977. ch. 256, i 113; ing "in and to the unit until" and made minor «(ylis-
1986, ch. 65, il 1. tic changes throughout the section. 

The 1986 amendment, effective May 21. 1986. at 
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70*7-8. Ratification or approval of plan by owners. 

A. No order of the division providing for unit operations shall become effective unless and 
until the plan for unit operations prescribed by the division has been approved in writing b 
those persons who, under the division's order, will be required initially to pay at least 
seventy-five percent of the costs of the unit operations, and also by the owners of at least 
seventy-five percent of the production or proceeds thereof that will be credited to interests 
which are free of cost such as royalties, overriding royalties and production payments and 
the division has made a finding either in the order providing for unit operations or in a 
supplemental order that the plan for unit operations has been so approved. Notwithotand-
ing any other provisions of this section, if seventy-five percent or more of the unit area is 
owned, as to working interest, by one working interest owner, such working interest owner 
must be joined by at least one other working interest owner in ratifying and approving the 
plan of unit operations, unless such working interest owner is the owner of one hundred 
percent of the working interest in said unit area; provided, however, if a single owner is one 
who, under the division's order will be required initially to pay at least twenty-five percent, 
but not more than fifty percent, of the costs of unit operation, such owner must be joined by 
at least one other owner of the same type interest in disapproving, or failure to approve, the 
plan of unit operations to defeat the plan. 

B. If one owner is the owner of at least twenty-five percent, but not more than fifty 
percent, of the production or proceeds thereof that will be credited to interests which are 
free of costs, such owner must be joined by at least one other owner of the same type interest 
in disapproving, or failure to approve, the plan of unit operations to defeat the plan. 

C. If the persons owning the required percentage of interest in the unit area do not 
approve the plan for unit operations within a period of six months from the date on which 
the order providing for unit operations is made, such order shall cease to be of further force 
and effect and shall be revoked by the division, unless the division shall extend the time for 
ratification for good cause shown. 

D. When the persons owning the required percentage of interest in the unit area have 
approved the plan for unit operations, the interests of all persons in the unit are unitized 
whether or not such persons have approved tha plan of unitization in writing. 

History: 1953 Comp-, i 85-14-8, enacted by 
Law* 1970, eh. 293,1 8; 1977, ch. 264,1 114. 

70*7-9. Amendment of plan of unitization. 
An order providing for unit operations may be amended by an order made by the division 

in the same manner and subject to the same conditions as an original order providing for 
unit operations, provided: 

A. if such an amendment affects only the rights and interests of the working interest 
owners, the approval of the amendment by the royalty owners shall not be required; and 

B. no such amendment shall change the percentage for the allocation of oil and gas 
as established for any separately owned tract by the original order, except with the consent 
of all working interest owners and royalty ownera in such tract, or change the percentage for 
the allocation of costs as established for any separately owned tract by the original order, 
except with the consent of all working interest owners in such tract 

History: 1963 Comp., 1 66-14-9, enacted by 
Laws 1976, ch. 293,1 8; 1977, ch. 266, S 115. 

70-7-10. Previously established units. 

The division, by order, may provide for the unit operation of a pool or parts thereof that 
embrace a unit area established by a previous order of the division. Such order, in providing 
for the allocation of unit production, shall first treat the unit area previously established as 
a single tract, and the portion of the unit production allocated thereto shall then be allocated 
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70-7-11 STATUTORY UNITIZATION ACT 7U-7-1D 

among the separately owned tracts included in such previously established unit area in the 
game proportions as those specified in the previous order. 

Hlatory: 1953 Comp, { 65-14-10, enacted by 
Law* 1875, ch. 283, { 10,-1877. ch. 255, t 118. 

70-7-11. Unit operations of less than an entire pool. 

An order may provide for unit operation on less than the whole of a pool where the unit 
area is of such size and shape as may be reasonably suitable for that purpose, and the 
conduct thereof will have no adverse effect upon other portions of the pool. 

Hlatory: 1963 Comp, | 65-14-11, enacted by Am. Jur. Id, A-LJt. aad CJJL reference*. _ 
Law* 1978, ch. 393, | 11. 38 Am Jur. 2d Gas and Oil « 164, 172. 

70-7-12. Operation; expressed or implied covenants. 
All operations, including but not limited to, the commencement, drilling or operation of a 

well upon any portion of the unit area shall be deemed for all purposes the conduct of such 
operations upon each separately owned tract in the unit area by the several owners thereof. 
Tbe portions of the unit production allocated to a separately owned tract in a unit area ahall, 
when produced, be deemed, for all purposes, to have been actually produced from such tract 
by a well drilled thereon. Operations conducted pursuant to an order of the division 
providing for unit operations shall constitute a fulfillment of all the express or implied 
obligations for each lease or contract covering lands in the unit area to the extent that 
compliance with such obligations cannot be had because of the order of the division. 

History: 196S Comp., { 85-14-12, enacted by 
Law* 1976, ch. 393, f 11; 1977, ch, 266, } 117. 

70-7-13. Income from unitized substances. 

The portion of the unit production allocated to any tract, and the proceeds from the sale 
thereof, ehall be the property and income of the several persons to whom, or to whose credit, 
the same are allocated or payable under the order providing for unit operations. 

History: 1963 Comp, » 66-14-13, enacted by 
Lews 1876, ch. 283,1 13. 

70-7-14. Lien for costs. 
Subject to such reasonable limitations as may be set out in the plan of unitization, the 

unit shall have a first and prior lien upon the leasehold estate and other oil and gas rights 
(exclusive of a one-eighth royalty interest or exclusive of the interest provided in the unit 
operating plan which allocates costs, if it is different than one-eighth) in and to each 
separately owned tract, the interest of the owners thereof in and to the unit production and 
all equipment in the possession of the unit, to secure the payment of the amount of the unit 
expense charged to and assessed against such separately owned tract. 

History: 1963 Comp, i 86-14-14, enacted by 
Lawa 1976, ch. 293, i 14. 

70-7-15. Liability for expenses. 
The obligation or liability of each working interest owner in the several separately owned 

tracts in the unit for the payment of unit expense at all times shall be several and not joint 
or collective, and a working interest owner shall not be chargeable with, obligated or liable 
for, directly or indirectly, more than the amount apportioned, assessed or otherwise charged 
to his interest in the separately owned tract pursuant to the order of unitization. 
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70-7-16 OIL AND GAS 

History: IMS Comp, I 65-14-15, enacted by 
Law* 1975, ch. 293, { 15. 

70-7-16. Division orders. 

A. No division order or other contract relating to the sale or purchase of production from 
a separately owned tract shall be terminated by the order providing for unit operationa, but 
shall remain in force and apply to oil and gas allocated to such tract until terminated in 
accordance with the provisions thereof. 

B. For purposes of this section, "division order" shall mean a contract of sale to the 
purchaser of oil and gas. 

Hlatory. 1963 Comp, I 66-14-16, enacted by 
Lawt 1975, ch. 293, 1 18; 1977, eh. 285, ! 118. 

70-7-17. Property rights. 
Except to the extent that the parties affected so agree, no order providing for unit 

operations shall be construed to result in a transfer of all or any part of the title of any 
person to the oil and gas rights in any tract in the unit area. All property, whether real or 
pereonal, that may be acquired in the conduct of unit operations hereunder shall be 
acquired for the account of the working interest owners within the unit area, and shall be 
the property of such working interest owners in the proportion that the costs of unit 
operations are charged. 

Hlatory: 1963 Comp, I 86-14-17, enacted by 
Law* 1975, ch. 393, ( 17. 

70-7-18. Existing rights., rights in unleased land and royalties and 
lease burdens. 

Property rights, leases, contracts and other rights or obligations shall be regarded as 
amended and modified only to the extent necessary to conform to the provisions and 
requirements of the Statutory Unitization Act (70-7-1 to 70-7-21 NMSA 1978] and to aay 
valid order of the division providing for the unit operation of a pool or a part thereof, but 
otherwise shall remain in full force and effect. A one-eighth part of the production allocated 
to each tract under an order providing for the unit operation of a pool or a part thereof shall 
in all events be and remain free and clear of any cost or expense of developing or operating 
the unit and of any lien therefor as an encumbered [unencumbered] source from which to 
pay the royalties or other cost-free obligations due or payable with respect to the production 
from such tract. If a lease or other contract pertaining to a tract or interest stipulate* a 
royalty, overriding royalty, production payment or other obligation in excess of one-eighth of 
the production or proceeds therefrom, then the working interest owner subject to such 
excess payment or other obligation shall bear and pay the same. 

Hlatory: 1963 Comp, f 66-14-18, enacted by encumbered' waa inserted by the compiler aa the 
Law* 1975. ch. 398, } 18; 1977, eh. 266, } 119. apparently intended term. It was not enacted by tfte 

Bracketed material. — The brackated word "un- legislature and ia not a part of the law. 

70-7-19. Agreements not violative of laws governing monopolies or 
restraint of trade. 

No agreement between or among lessees or other owners of oil and gas rights in oil and 
gas properties entered into pursuant hereto or with a view or for the purpose of bringing 
about the unitized development or operation of such properties shall be held to violate any 
of the statutes of this state prohibiting monopolies or acts, arrangements, agreem 
contracts, combinations or conspiracies in restraint of trade or commerce. 
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70-7-20 EMERGENCY PETROLEUM PRODUCTS SUPPLIES 70-8-2 

History: 1968 Comp, I 66-14-19, enacted by 
Lews 1976. ch. 293,1 19. 

70-7-20. Evidence of unit to be recorded 

A copy of each unit agreement shall be recorded in the office of the county clerk of the 
county or counties in which the unit is situated. 

Hlstor-i 1963 Comp, I 06-14-80. enacted by 
Leers 1173, ch. 383, i 30. 

70-7-21. Unlawful operation. 

From and after the date designated by the division that a unit plan ehall become effective, 
the operation of any well producing from the pool within the area subject to said unit plan, 
by persons other than persons acting under the authority of the unit plan, or except in tbe 
manner and to the extent provided in such unit plan, shall be unlawful and is hereby 
prohibited. 

History: 1963 Comp, I 85-14-31, enacted by 
Laura 1975, oa. 383, i 31; 1977, eh. 366, i 12a 

ARTICLE 8 
Emergency Petroleum Products Supplies 

Sec. Sec 
70*1. Short title. 70-8-6. Prohibited acts. 
70-3-2. Purpose and fin dines. 70-8-6.1. Exemption. 
70-8-3. Definitions. 70-8-6. Right of action; injunction; damagea. 
70-8-4. Consent as a condition of doing business. 

70-8-1. Short title. 
This act [70-8-1 to 70-8-6 NMSA 1978] may be cited as the "Emergency Petroleum 

Products Supply Act." 

History: 1963 Comp, I 86-10-1, enacted by 70-8-1 to 70-8-5 and 70-8-6 NMSA 1978. However. 
Laws 1974, ch. 32,1 1. Law* 1979, Chapter 174 added present 70-8-6.1 

Meaning: of "this act". — The term 'this act' NMSA 1978 to the Emergency Petroleum Products 
means Laws 1974, Chapter 22, which appears as Supply Act. 

70-8-2. Purpose and findings. 

The legislature hereby determines that: 
A. shortages of petroleum products caused by discontinuance or significant reduc­

tions of normal and customary availability in New Mexico of petroleum supplies create 
severe economic dislocations and hardships, including loss of jobs, closing of factories and 
businesses, reduction of crop plantings and harvesting, and curtailment of vital public 
services, including the transportation of food and other essential goods; 

B. such hardships and dislocations are a threat to the public health, safety and 
welfare and can be averted or minimized through the operation of the Emergency Petroleum 
Products Supply Act [70-8-1 to 70-8-6 NMSA 1978]; 

C. the purpose of the Emergency Petroleum Products Supply Act is to avert or 
minimize such threats to the public health, safety and welfare; and 

D. the preservation of existing marketing and distribution facilities of petroleum 
products in the state is necessary to prevent chaos and promote the public health, safety and 
welfare. 

History: 1963 Comp., ( 86-10-2, enacted by 
Laws 1974, ch. 22, i 2. 

69 
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ter 289, Section 21) is amended to read: 

"65-13-16. CONSTRUCTION OF ACT.—Nothing in the Energy and 

Minerals Department Act shall be construed to n u l l i f y the authority 

which any other existing state department or agency has with respect 

to transportation or transmission of energy or with respect to the 

canageaent, projection and u t i l i z a t i o n of the state lands and re­

sources under iifs j u r i s d i c t i o n , or the regulation of u t i l i t i e s , i t 

being the express intent of the legislature that the protection 

herein afforded this state and to i t s citizens shall be in addition to 

those already provided. 

The provisions of Section 3 and paragraphs (5), (6) and (7) of 

Subsection B of Section 6 of the Energy and Minerals Departaent Act 

shall not be construed to grant to the secretary any power or j u r i s ­

diction not specifically granted to the secretary by law to regulate 

or control the Severance, production, beneficiation, d i s t r i b u t i o n , use, 

pricing, sale oif leasing of fuel, power or natural resources." 

Section 10$. Section 65-1A-3 NMSA 1953 (being Laws 1975, Chapter 

293, Section 3) is amended to read: 

"65-14-3. ADDITIONAL POWERS AND DUTIES OF THE OIL CONSERVATION 

DIVISION.—Subject to the limitations of the Statutory Unitization 

Act the o i l conservation division of the energy and minerals depart­

ment, hereinatet referred to as the "division", i s hereby vested with 

j u r i s d i c t i o n , pijwer and authority and i t shall be i t s duty to make and 

enforce such orders and do such things as may be necessary or proper 

to carry out and effectuate the purposes of the Statutory Unitization 
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A c t . " 

Section 110. Section 65-14-4 NMSA 1953 (being Laws 1975, Chapte 

293, Section 4) is amended to read: 

"65-14-4. DEFINITIONS.—For the purposes of the Statutory Unit­

ization Act, unless[the context otherwise requires: 

A. "pool'' means an underground reservoir containing a corn­

ier, accumulation of jcrude petroleum o i l or natural gas or both. Each 

zone of a general structure, which zone is completely separate from 

any other zone i n the structure, is covered by the word pool as used 

herein. Pool is synonymous with "common source of supply" and with 

"common reservoir"; 

B. " o i l and gas" means crude o i l , natural gas, casinghead 

gas, condensate or any combination thereof; 

C. "wast£", i n addition to i t s meaning in Section 65-3-3 

NMSA 1953, shall intlude both economic and physical waste resulting, 

or that could reasonably be expecced co result, from the development 

and operation separately of tracts that can best be developed and 

operated as a unit; 

D. "workjing interest" means an interest in unitized sub­

stances by virtue of a lease, operating agreement, fee t i t l e or 

otherwise, excluding royalty owners, owners of overriding royalties, 

o i l and gas payments, carried interests, mortgages and l i e n claimants 

but including a catjried interest, the owner of which is primarily 

obligated Co pay, either in cash or out of production or otherwise, a 

portion of the unil) expense; however, o i l and gas rights that are fre 
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of lease or other instrument creating a working interest shall be 

regarded as a working interest to the extent of seven-eighths thereof 

and a royalty interest to the extent of the remaining one-eighth 

thereof; 

E. "working interest owner" or "lessee" means a person who 

owns a working inferest; 

F. "royalty interest" means a r i g h t to or interest in any 

portion of the unitized substances or proceeds thereof other than a 

working interest; 

G. "royalty owner" neans a person who owns a royalty 

interest; 

H. "unlit operator" seans the working interest owner, desig­

nated by working Interest owners under the unit operating agreement or 

the division to qonduct unit operations, acting as operator and not as 

a working interest owner; 

I . "basic royalty" means the royalty reserved in the lease 

but i n no event exceeding one-eighth; and 

J. "relative value" means the value of each separately 

owned tract for ^>il and gas purposes and i t s contributing value to 

the unit ln relation to l i k e values of other tracts i n the unit, taking 

into account acr|sage, the quantity of o i l and gas recoverable there­

from, location oh structure, i t s probable productivity of o i l and gas 

in the absence of unit operations, the burden of operation to which 

the tract w i l l oir is l i k e l y to be subjected, or so many of said 

factors, or such other pertinent engineering, geological, operating 
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or pricing factors, as may be reasonably susceptible of determination." 

Section 111. Section 65-14-5 NMSA 1953 (being Laws 1975, Chapter 

293, Section 5) is amended to read: 

"65-14-5. REQUISITES OF APPLICATION FOR UNITIZATION.—Any 

working interesc owner may f i l e an application with the division re­

questing an order for the unit operation of a pool or any part there­

of. The application shall contain: 

A. a description of the proposed unit area and the vertical 

limics to be included therein with a nap or plat thereof attached: 

B. a statement that the reservoir or portion thereof i n ­

volved in the application has been reasonably defined by development: 

C. a statement cf the type of operations contemplated for 

the unit area; 

D. a copy of a proposed plan of unitization which the 

applicant considers Eair, reasonable and equitable; 

E. a copy of a proposed operating plan covering the manner 

in which the unic w i l l be supervised and managed and costs allocated 

and paid; and 

F. an allegation of the facts required to be found by the 

division under Sectibn 65-14-6 NMSA 1953." 

Section 112. Section 65-14-6 NMSA 1953 (being Laws 1975, Chapter 

293, Section 6) is amended to read: 

"65-14-6. MATTERS TO BE FOUND 3Y THE DIVISION PRECEDENT TO 

ISSUANCE OF UNITIZATION ORDER.~ 

A. After an application for u n i t i z a t i o n has been t i l e d with 
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the division and after notice and hearing, a l l in the form and manner 

and i n accordance with the procedural requirements of the division, 

and prior to reaching a decision on the p e t i t i o n , the division shall 

determine whether^r not each of the following conditions exists: 

( i j that the unitized management, operation and 

further development of the o i l or gas pool or a portion thereof is 

reasonably necessary in order to eff e c t i v e l y carry on pressure main­

tenance or secondary or t e r t i a r y recovery operations, to substantially 

increase the ultimate recovery of o i l and gas from the pool or the 

unitized portion thereof; 

(2) that one or more of the said unitized nethods of 

operations as applied to such pool or portion thereof is feasible, 

w i l l prevent wast^ and w i l l result with reasonable probability in the 

increased recovery of substantially more o i l and gas from the pool or 

unitized portion ^hereof than would otherwise be recovered; 

(3J that the estimated additional costs, i f any, of 

conducting such operations w i l l not exceed the estimated value of the 

additional o i l and gas so recovered plus a reasonable p r o f i t ; 

(4!) that such u n i t i z a t i o n and adoption of one or more 

of such unitized methods of operation w i l l benefit the working inter­

est owners and royalty owners of the o i l and gas rights within the 

pool or portion thereof d i r e c t l y affected; 

(5) that the operator has made a good f a i t h e f f o r t to 

secure voluntary unitization within the pool or portion thereof 

di r e c t l y affected:; and 
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(6) that the participation formula contained in the 

unitization agreement allocaces the produced and saved unitized hydro­

carbons to the separately owned tracts in the unit area on a f a i r , 

reasonable and equitable basis. 

B. I : the division determines that the participation 

formula contained in the unitization agreement does not allocate 

unitized hydrocarbons on a f a i r , reasonable and equitable basis, the 

division shall determine the relative value, from evidence intro­

duced at the hearing, taking into account the separately owned tracts 

ln the unit area, exclusive of physical equipment, for development of 

o i l and gas by unit operations, and the production allocated to each 

tract shall be the proportion that the relative value of each tract 

so determined bears to the relative value of a l l tracts in the unit 

area. 

C. Wnen the division determines that the preceding condi­

tions exist i t shail make findings to that effect and make an order 

creating the unit and,providing for Che unitization and unitized 

operation of the pool.or portion thereof described in the order, 

a l l upon such terms and conditions as may be shown by the evidence to 

be f a i r , reasonable, equitable and which are necessary or proper to 

protect and safeguard ;the respective rights and obligations of the 

working interest owners and royalty owners." 

Section 113. Section 65-14-7 NMSA 1953 (being Laws 1975, Chapter 

293, Section 7) is amended to read: 

"65-14-7. DIVISION ORDERS.—The order providing for unitization 
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and unit operation of a pool or part thereof shall be upon teras and 

conditions that are f a i r , reasonable and equitable and shall approve 

or prescribe a plan or unit agreement for unit operation which shall 

include: ! 

A. a legal description in terns of surface area of the pool 

or part thereof to ble operated as a unit and the v e r t i c a l l i m i t s to 

be included therein termed "the unit area"; 

B. a statement of the nature of the operations contemplated 

C. an allocation to the separately owned tracts in the unit 

erea of a l l the o i l and gas that is produced from the unit area and is 

saved, being the proiduction that is not used in the conduct of opera­

tions on the unit ariea or not unavoidably lost; 

D. a provision for the credits and charges to be made in 

the adjustment amongj the owners in the unit area for their respective 

investments i n well?, tanks, pumps, machinery, materials and equipment 

contributed to the unit operations; 

E. a provision governing how the costs of unit operations 

including capital investments shall be determined and charged to the 

separately owned tracts and how said costs shall be paid including a 

provision providing when, how, and by whom the unit production a l l o ­

cated to an owner wio does not pay the share of the costs of unit 

operations charged ô such owner, or the interest of such owner, may 

be sold and the proceeds applied to the payment of such costs; 

F. a provision for carrying any working interest owner on 

a limited, carried £r net-profits basis, payable out of production, 
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upon such terms a«d conditions determined by the division to be just 

and reasonable, aijtd allowing an appropriate charge for interest for 

such service payable out of such owner's share of production, provided 

that any nonconseicing working incerest owner being so carried shall 

be deemed co have relinquished to the unit operator a l l of i t s oper­

ating rights and working interest in and to the unic u n t i l his share 

of the coses, service charge and Incerest are repaid to the unit 

operator; 

C. a provision designating the unit operator and providing 

for che supervision and conduct of the unit operations, including the 

selection, removal or substicucion of an operator from among the work­

ing interest ownejs to conduce the unit operations; 

H. a provision for a voting procedure for che decision of 

matters to be decided by the working interest owners in respect co 

which each workinj interest owner shall have a voting interest equal 

to i t s unit participation; 

I . the|Cime when the unit operation shall commence and the 

manner in which, 4nd the circumstances under which, the operations 

shall terminate and for the settlement of accounts upon such termina­

tion; and 

J. such additional provisions chac are found to be appro­

priate for carrying on the unit operations and for the protection of 

correlative righes and che prevencion of wasce." 

Seccion 114. Seccion 65-14-8 NMSA 1953 (being Laws 1975, Chapcer 

293, Seccion 8) is amended to read: 
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"65-14-8. RATIFICATION OR APPROVAL OF PLAN EY OWNERS.--

A. No order of the division providing for unit operations 

shall become effective unless and u n t i l the plan for unit operations 

prescribed by the division has been approved i n writing by those 

persons who, undet the division's order, w i l l be required i n i t i a l l y to 

pay at lease seventy-five percent of the costs of the unit operations, 

and also by the owners of at least seventy-five percent of the produc­

tion or proceeds thereof that w i l l be credited to interests which are 

free of ccst such as royalties, overriding royalties and production 

payments, and t h e d i v i s i o n has made a finding either i n the order 

providing for unit operations or in a supplemental order, that the 

plan for unit operations has been so approved. Notwithstanding any 

other provisions pf this section, i f seventy-five percent or more of 

the unit area is 4>wned, as to working interest, by one working 

interest owner, s^ich working interest owner must be joined by at least 

one other working:interest owner in r a t i f y i n g and approving the plan 

of unit operations, unless such working interest owner is the owner 

of one hundred percent of the working interest in said unit area; 

provided, however, i f a single owner is one who, under the division's 

order w i l l be required i n i t i a l l y to pay at least twenty-five percent, 

but not more than f i f t y percent, of the costs of unit operation, such 

owner must be joined by at least one other owner of the same type 

interest i n disapproving, or failu r e to approve, the plan of unit 

operations to defeat the plan. 

B. I f bne owner is the owner of at least twenty-five per-
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cent, but not more ijhan f i f t y percent, of the production or proceeds 

thereof that w i l l b$ credited to interests which are free of costs, 

such owner must be joined by at least one other owner of the same 

type interest in disapproving, or f a i l u r e to approve, the plan of 

unic operations to (fefaat the plan. 

C. I f the persons owning the required percentage of incer­

est in the unit area do not approve the plan for unit operations with­

in a period of six ifconths from the date on which che order providing 

for unic operations is made, such order shall cease co be of further 

force and effect and shall be revoked by the division, unless the 

division shail extend the time for r a c i f i c a t i o n for good cause shown. 

D. Wnen the persons owning the required percentage of 

interest in the unit area have approved the plan for unit operations, 

the interests of a l | persons in the unit are unitized whether or not 

such persons have approved the plan of unitization in writing." 

Seccion 115. Seccion 65-14-9 NMSA 1953 (being Laws 1975, Chapcer 

293, Section 9) is ̂ mended to read: 

"65-14-9. AMENDMENT OF PLAN OF UNITIZATION.—Ar. order providing 

for unit operations|may be amended by an order made by the division 

ln the same manner and subject to the same conditions as an original 

order providing for unit operations, provided: 

A. i f such an amendment affects only the rights and inter­

ests of che working! inceresc owners, che approval of the amendment by 

the royalty owners Shall not be required; and 

B. no such amendment shall change Che percencage for the 
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allocation of o i l and gas as established for any separately owned 

tract by the original order, except with the consent of a l l working 

incerest owners andj royalty owners in such t r a c t , or change the per­

centage for the allocation of costs as established for any separately 

owned tract by the o r i g i n a l order, except with the consent of a l l 

working interest owners in such t r a c t . " 

Seccion 116. !Section 65-14-10 NMSA 1953 (being Laws 1975, Chapce 

293, Section 10) is; amended to read: 

"65-14-10. PREVIOUSLY ESTA3LISHED UNITS.—The division, by order 

may provide for the1 unic operation of a pool or parts thereof that 

embrace a unit area| established by a previous order of the division. 

Such order, in providing for the allocation of unit production, shall 

f i r s t treat the unit area previously established as a single tract, 

and the portion of the unit production allocated thereto shail then be 

allocated among the separately owned tracts included i n such pre­

viously established unit area in the same proportions as these 

specified in the previous order." 

Seccion 117. Section 65-14-12 NMSA 1953 (being Laws 1975, 

Chapter 293, Section 12) is amended to read: 

"65-14-12. OPERATION—EXPRESSED OR IMPLIED COVENANTS.—All 

operations, including but not limited to, the commencement, d r i l l i n g 

or operation of a v e i l upon any portion of the unit area shall be 

deemed for a l l purposes the conduct of such operations upon each 

separately owned tract ln the unit area by the several owners thereof. 

The portions of the unit production allocated to a separately owned 
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tract in a unit atea shall, when produced, be deened, for a l l purposes, 

to have been a c t u a l y produced fron such tract by a well d r i l l e d 

thereon. Operations conducted pursuant co an order of the division 

providing for unic operations shall constitute a f u l f i l l m e n t of a l l 

the express or implied obligations for each lease or contract covering 

lands in che unic .area to the extent that compliance wich such obliga­

tions cannot be had because of the order of the division." 

Section 113. Seccion 65-14-16 NMSA 1953 (being Laws 1975, Chapter 

293, Section 16) is amended to read: 

"65-14-16. DIVISION" ORDERS. — 

A. No division order or other contract relacing to the sale 

or purchase of production from a separately owned tract shall be ter­

minated by the order providing for unit operations, but shall re-air. 

in force and apply Co o i l and gas allocated co such cracc u n t i l 

terminaced in accordance wich che provisions chereof. 

B. For purposes of chis section, "division order" shall 

mean a concract of,sale co che purchaser of o i l and gas." 

Seccion 119. Section 65-14-18 NMSA 1953 (being Laws 1975, Chan­

cer 293, Seccion 1$) is amended Co read: 

"65-14-1S. EXISTING RIGHTS, RIGHTS IN UNLEASED LAND, AND ROYAL­

TIES AND LEASE 3UR15ENS.—Property rights, leases, contracts, and other 

righcs or obligacii^ns shall be regarded as amended and modified only 

Co the extent necessary to conform to the provisions and requirements 

of Che Statutory Unitization Acc and co any valid order of Che d i v i ­

sion providing for che unit operation of a pool or a part thereof, but 
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otherwise shall remain in f u l l force and effect. A one-eighth part 

of the production allocated to each tract under an order providing 

for the unit operation of a pool or n part thereof, s h i l l in a l l 

events be and remlain free and clear of any cost or expense of devel­

oping or operating the unit and of any l i e n therefor as an encumbered 

source from which to pay the royalties or other cost-free obligations 

due or payable with respect to the production from such tract. I f a 

lease or other contract pertaining to a tract or interest stipulates a 

royalty, overriding royalty, production payment, or other obligation 

in excess of oneHeighth of the production or proceeds therefrom, then 

the working interest owner subject to such excess payment or other 

obligation shall bear and pay the same." 

Section 120. Section 65-14-21 NMSA 1953 (being Laws 1975, Chap­

ter 293, Section 21) is amended to read: 

"65-14-21. UNLAWFUL OPERATION.—From and after the date desig­

nated by the division that a unit plan shall become effective, the op­

eration of any well producing from the pool within the area subject to 

said unit plan, bjy persons other than persons acting under the author­

i t y of the unit pilan, or except i n the manner and to the extent pro­

vided in such uni^t plan, shall be unlawful and is hereby prohibited." 

Section 121. A new Section 68-4-1.1 NMSA 1953 is enacted to read 

"68-4-1.1. PUBLIC SERVICE COMMISSION ADMINISTRATIVELY ATTACHED 

TO ENERGY AND MINERALS DEPARTMENT.—The public service commission is 

administratively attached, as defined in the Executive Reorganization 

Act, to the energy and minerals department." 
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Section 122. TERMINATION.—The energy and minerals department 

shall terminate pursuant to the provisions of the Executive Reorgani­

zation Act on July 1, 1983. 

Section 123.1 EFFECTIVE DATE.—The effective date of the provi­

sions of this act, is March 31, 1978. 
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Ratification In a broad sense, the confirmation of a 
previous apt done either by the party himself or by 
another; as, confirmation of a voidable act. The affirm­
ance by a person of a prior act which did not bind him, 
but which (was done or professedly done on his account, 
whereby tbje act, as to some or all persons, is given effect 
as if origirlally authorized by him. Askew v. Joachim 
Memorial Home, N.D., 234 N.W.2d 226, 237. The adop­
tion by one, as binding upon himself, of an act done in 
such relations that he may claim it as done for his 
benefit, alt-hough done under such circumstances as 
would not $ind him except for his subsequent assent. It 
is equivalent to a previous authorization and relates 
back to tinjie when act ratified was done, except where 
intervening rights of third persons are concerned. 

In contract law, the act of adopting or confirming a 
previous adt which without ratification would not be an 
enforceable contractual obligation, or confirming an ob­
ligation byj one without the authority to make or do (or 
who was ^competent at the time the contract was 
made). The act of ratification causes the obligation to 
be binding! as if such was valid and enforceable in the 
first instance. 

i 

Approva|, as by legislatures or conventions, of a con­
stitutional j amendment proposed by two-thirds of both 
houses of Congress. Approval by the electorate of a 
proposed State constitutional amendment. 

In the l^w of principal and agent, the adoption and 
confirmation by one person with knowledge of all mate­
rial facts, qf an act or contract performed or entered into 
in his behalf by another who at the time assumed 
without authority to act as his agent. Essence of "rat­
ification" bjy principal of act of agent is manifestation of 
mental determination by principal to affirm the act, and 
this may b|e manifested by written word or by spoken 
word or by conduct, or may be inferred from known 
circumstances and principal's acts in relation thereto. 

i 

Express ratifications are those made in express and 
direct terms of assent. Implied ratifications are such as 
the law presumes from the acts of the principal. 

Estoppel jand ratification distinguished, see Estoppel. 
See also Acknowledgment; Approval; Confirmation. 



WUMUMG INTEREST - KATlt iCATIOW 
•' " / . . J * f„.. 

194 

>,oiy. 382"rxcf G42 RATIFICATION AND APPROVAL 

07 THE PLAN FOR UNIT OPERATIONS" 

AS STATED IN THE UNIT AGREEMENT AND 

UNIT OPERATING AGREEMENT OF THE 

MYERS LANGLIE-MATTIX UNIT 

LEA COUNTY, NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS, THAT: 

Tor consideration and the purposes stated in those certain 
agreenencs, entitled es above, both being dated January 1, 1973, 
and tc obtain the benefits of unitized management, operation and 
further development of the o i l and gas properties In the Myers 
Langlie-Matcix Unit pursuant to New Mexico Oil Conservation 
Commiision Order No. R-6447 entered on August 27, 1980, approving 
statutory unitization of the Myers Langlie-Mattix Unit, che 
undersigned (whether one or aore) represents that i t is a 
Working Interest Owner within the meaning of that tern at used 
ln che captioned Unit Agreement and, as such, does hereby consent 
to rajtify and approve che plan for unit operations contained ia 
the cjaptloned Unit Agreement and Unit Operating Agreement, said 
Agreements being incorporated herein by reference and said plan 
for unit operations having been approved by the New Mexico Oil 
Conservation Commission in Order No. R-6447. 

I f the undersigned is also a Royalty Owner, within the meaning 
of that term as used in said Unit Agreement, then for che con­
siderations and purposes hereinabove stated, this ratification 
and Approval shall extend to the undersigned's Royalty Interest 
as wfcll es to its Working Interest. 

j The undersigned hereby acknowledges receipt of copies of 
said New Mexico Oil Conservation Commission Order No. R-6447, 
Unitl Agreement and Unit Operating Agreement and further acknow­
ledges that the plan for unit operations prescribed in said 
documents has been ratified and approved and unconditionally 
delivered on the date set out hereinbelow. 

This ratification shall extend to and be binding upon tha 
undersigned, his heirs, legal representatives, successors and 
assigns. 

The undersigned, whether one or more, is referred to in the 
neujter gender. 
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IN WITNESS WHEREOF, this instrument i i executed this X ^ H J ' 
dfy of ' U-r̂ A'c*. , 198«_. 

ecornty - i(r——fact for Sun Oil ^"Aetorney - if?——fact for Sun Oil Coapany (Dalavara) 
for Sun Texts Company, 

ATTEST' * Division of 5un Oil Company (Delaware) 

STATE OF .-If V C\̂A ) 

COUNTY OF Y ),T O.C ) 

„ SUBSCRIBED AND SWORN TO before me this -C3n.( day of 

This is a tF̂ i< 
Wed in th f ' 
eiliott'4 



ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

STATE OF NEW MEXICO 

;E KING 

LARRY KEHOE J a n u a r y 5 , 1981 
ISOSI 827.?«34 

Mr. William F. Carr 
Campbell and Black, P.A. 
P. 0. Box 2208 
Santa Fe, New Mexico 87501 

Re: Myers Langlie-Mattix 
U n i t , Lea County, 
New Mexico 

Dear Mr. Carr: 

The O i l Conservation Commission i s i n r e c e i p t of the sworn 
a f f i d a v i t of Raymond W. Blohm, D i s t r i c t Production Manager f o r 
the Midland Exploration and Production D i s t r i c t of Getty O i l 
Company, wherein Mr. Blohm swears that Getty Oil Company has 
received w r i t t e n approval or r a t i f i c a t i o n of the plan for u n i t 
operations from more than 75 percent of those who would be 
required i n i t i a l l y to pay the costs of u n i t operations and from 
more than 75 percent of the i n t e r e s t owners of production pro-

j ceeds from the u n i t t h a t w i l l be c r e d i t e d to i n t e r e s t s which 
are free of costs. 

The above percentages of r a t i f i c a t i o n or approval of the 
plan for u n i t i z e d operations meet the c r i t e r i a set f o r t h by 
Section 70-7-8, NMSA, 1978 Comp., and were also w i t h i n the 
time l i m i t prescribed by said Section 70-7-8. I t i s therefore 
hereby determined t h a t Commission Order No. R-6447 u n i t i z i n g 
a l l i n t e r e s t s i n the Myers Langlie-Mattix Unit Area, Lea 
County, New Mexico, i s i n f u l l force and e f f e c t . 

Very t r u l y yours, 

JOE D. RAMEY 
Di v i s i o n D i r e c t o r and 
Secretary, O i l Conservation 
Commission 

JDR/DSN/fd 



.WOUKMG INTEREST - RATIFICATION 

GETTY OIL COMPANY, 

OCT - 6 ,f|M> 

MIOLAND EM <MS«ICT 
»&ODUCTION OEfAAJWafl 

r o „ RATIFICATION AND APPROVAL 
?.OUK C82 r*cr 580 

OF THE PLAN FOR UNIT OPERATIONS 

AS STATED IN THE UNIT AGREEMENT AND 

UNIT OPERATING AGREEMENT OF THE 

MYERS LANGLIE-MATTIX UNIT 

LEA COUNTY, NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS, THAT: 

For consideration and the purposes stated in those certain 
agreements, entitled as above, both being dated January 1, 1973, 
and to obtain the benefits of unitized management, operation and 
further development of the o i l and gas properties ln the Myers 
Langlie-Mattix Unic pursuant to New Mexico Oil Conservation 
Commission Order No. R-6447 entered on August 27, 1980, approving 
statutory unitization of the Myers Langlie-Mattix Unit, the 
undersigned (whether one or more) represents that i t lc a 
Working Interest Owner within the meaning of that term as used 
in the captioned Unit Agreement and, as such, does hereby consent 
to r a t i f y and approve the plan for unit operations contained in 
the captioned Unit Agreement and Unit Operating Agreement, said 
Agreements being incorporated herein by reference and said plan 
for unit operations having been approved by the New Mexico Oil 
Conservation Commission in Order No. R-6447. 

I f the undersigned is also a Royalty Owner, within the meaning 
of that term as used in said Unit Agreement, then for the con­
siderations and purposes hereinabove stated, this r a t i f i c a t i o n 
and approval shall extend to the undersigned's Royalty Interest 
as well as to i t s Working Interest. 

The undersigned hereby acknowledges receipt of copies of 
said New Mexico Oil Conservation Commission Order No. R-6447, 
Unit Agreement and Unit Operating Agreement and further acknow­
ledges that the plan for unit operations prescribed in said 
documents has been r a t i f i e d and approved and unconditionally 
delivered on che date set out hereinbelow. 

This r a t i f i c a t i o n shall extend to and be binding upon the 
undersigned, his heirs, legal representatives, successors and 
assigns. 

The undersigned, whether one or more, is referred to in tha 
neuter gender. 
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IN WITNESS WHEREOF, th is Instrument Is executed th i s 30th 
<Uy Of September , 198_0 . 

ATTEST: 

STATE OF Florida ) 
) SS . 

COUNTY OF I Toward ) 

SUBSCRIBED AND SWORN TO before me this _ig_th day of 
ii.••>••;• 

September f _98_°_ . " j ^ ' 

Notary Public F o r c lor la aundy 

K' • • 

My Commission Expires: 

X.\.:..:PJ 
STATE OF NEW MEXICO 

COUNTY OF LEA 
w-iurr fume sun a A.O»IM *T IAIGI FILKD ' .'-> '••' 

Ut COMMISSION W H O " . ' 

JAN 6 1981 

ind rtinrJ- J '» 1 U ' 
P»j« 
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AFFIDAVIT 

STATE OF TEXAS ) 
) SS. 

COUNTY OF MIDLAND ) 

COMES NOW, Raymond W. Blohm, and upon his oath, deposes 

and states: 

1. That he i s the Midland D i s t r i c t Production Manager f o r 

Getty O i l Company. 

2. That as D i s t r i c t Production Manager, he i s responsible 

for the development and production of the o i l and gas prop e r t i e s 

of Getty O i l Company i n Lea County, Nev; Mexico. 

3. That on June 19, 1980, Getty O i l Company f i l e d an 

app l i c a t i o n w i t h the New Mexico O i l Conservation D i v i s i o n under 

the New Mexico S t a t u t o r y U n i t i z a t i o n Act (Section 70-7-1 through 

70-7-21, N.M.S.A., 1978 Compilation) seeking an order p r o v i d i n g 

fo r s t a t u t o r y u n i t i z a t i o n of the Myers Langlie-Mattix U n i t i n 

Lea County, New Mexico. 

4. That Section 70-7-8, N.M.S.A., 1978 Compilation provides 

i n p a rt as f o l l o w s ; "No order of the D i v i s i o n p r o v i d i n g f o r 

u n i t operations s h a l l become e f f e c t i v e unless and u n t i l the 

plan f o r u n i t operations described by the D i v i s i o n has been 

approved i n w r i t i n g by those persons who, under the D i v i s i o n ' s 

Order, w i l l be required i n i t i a l l y t o pay at le a s t s e v enty-five 

percent of the cost of u n i t operations, and also by the owners 

of at lea s t s e v enty-five percent of the production proceeds 

thereofLthat w i l l be cre d i t e d t o i n t e r e s t which are f r e e of 
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cost . . . and the D i v i s i o n has made a f i n d i n g e i t h e r i n the 

order p r o v i d i n g f o r u n i t operations or i n a supplemental order 

tha t the plan f o r u n i t operation has been so approved." 

5. That the a p p l i c a t i o n of Getty O i l Company f o r s t a t u t o r y 

u n i t i z a t i o n of the Myers Langlie-Mattix Unit ( O i l Conservation 

D i v i s i o n Case No. 6987) was heard by the f u l l O i l Conservation 

Commission on August 5, 1980. 

6. That on August 27, 1980, the O i l Conservation Commission 

entered Order No. R-6447 approving the a p p l i c a t i o n of Getty O i l 

Company f o r s t a t u t o r y u n i t i z a t i o n of the Myers Langlie-Mattix 

Unit. 

7. That O i l Conservation D i v i s i o n Order R-6447 " . . . 

approved and adopted and incorporated by reference . . . " the 

Myers Langlie-Mattix Unit Agreement and Unit Operating Agreement. 

8. That said Order No. R-6447 provided " t h a t when . . . 

the persons owning the required percentage of i n t e r e s t i n the 

u n i t area have approved or r a t i f i e d the Unit Agreement and the 

Unit Operating Agreement, the i n t e r e s t s of a l l persons w i t h i n 

the u n i t area are u n i t i z e d , whether or not such persons have 

approved the Unit Agreement or the Unit Operating Agreement." 

9. That f o l l o w i n g issuance of Order R-6447, Getty O i l 

Company s o l i c i t e d the w r i t t e n approval of r a t i f i c a t i o n of a l l 

i n t e r e s t owners i n the u n i t area. 

10. That as of December 15, 1980, Getty O i l Company has 

received w r i t t e n approval or r a t i f i c a t i o n o f the plan f o r u n i t 

operations from more than 75% of those who would be required 
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i n i t i a l l y to pay the costs of u n i t operations and from more than 

75% of the i n t e r e s t owners of production proceeds from the u n i t 

that w i l l be c r e d i t e d t o i n t e r e s t s which are free of costs. 

11. That Getty O i l Company intends t o commence u n i t i z e d 

operations of the Myers Langlie-Mattix Unit under O i l Conservation 

D i v i s i o n Order No. R-6447 on January 1, 1981 at 7:00 a.m. 

Raymond W. Blohm 

SUBSCRIBED AND SWORN TO before me t h i s ^ day of 

>S' December, 1980, by Raymond W. Blohm. 

J. R. AVENT r:;!_ry Public 

Notary Publ ic 

My Commission Expires 

STATE OF NEW MEXICO 
COUNTY OF LEA 

FILED 

ft JAN 6 1981 
at . . o'cJoCK 77 i M 

and recorded in Boole —X 

Page S ' / f ) 7 
Donna Benge, County Clerk 

Deputy 



Genv 0 i O ' M I . V . V
 P 0 Boxi23t Midland Texas 79702 • Tfiop'xmc I9I5 ' I 683 6301 

July 14, 1981 

File:Myers Langlie-Mattix Unit 
Langlie Mattix F i e l d 
Lea County, New Mexico 

Re: Statutory U n i t i z a t i o n 

MYERS LANGLIE MATTIX UNIT 
ROYALTY INTEREST OWNERS: 

Please r e f e r to our l e t t e r of September 15, 1980. We have 
received r a t i f i c a t i o n s from owners of over 99% of the r o y a l t y 
i n t e r e s t s and working i n t e r e s t s . The New Mexico O i i Conservation 
Commission Order No. R-644 7 i s now i n force e f f e c t i v e January 1, 
1981. 

The s t a t u t o r y u n i t i z a t i o n w i l l improve u n i t operating e f f i ­
ciency and increase u l t i m a t e recovery. We appreciate your cooper­
a t i o n i n b r i n g i n g about t h i s a c t i o n which w i l l b e n e f i t every r o y a l t 
i n t e r e s t owner i n the u n i t . 

Sincerely, 

Raymond W. Blohm 
D i s t r i c t Production Manager 

FSC:sah 

T. C. Meade - Midland 



DOYLE HARTMAN 
Oil Operator 

3811 TURTLE CREEK BLVD SUITE 730 

DALLAS, TEXAS 75219 

(2141520-1800 

(214) 520-0811 FAX 

August 24, 1994 

VIA FEDERAL EXPRESS 
Mr. Charles Pollard-

Operations Engineering Supervisor and 
Mr. Scott Gengler 
Oxy USA, Inc. 
#6 Desta Drive, Suite 6002 
Midland, TX 79705-5505 

Gentlemen: 

Reference i s made to Oxy's proposed $7.36 m i l l i o n budget f o r 
the Myers Langlie Mattix Unit f o r f i s c a l year 1995. Reference i s 
also made to our l e t t e r to Oxy of June 9, 1993 wherein we informed 
Oxy that we were not agreeable t o p a r t i c i p a t i n g i n a large 
redevelopment of the Myers Langlie Mattix Unit and therefore 
proposed to assign to Oxy Doyle Hartman, O i l Operator's 4.8691% 
working i n t e r e s t i n the Myers Langlie Mattix Unit, i n exchange f o r 
Oxy assigning t o Doyle Hartman, O i l Operator i t s 160-acre Eumont 
t r a c t s i t u a t e d i n the SW/4 Section 2, T-22-S, R-36-E. 

More than one year has t r a n s p i r e d since we f i r s t informed Oxy 
of our desire not t o p a r t i c i p a t e i n s u b s t a n t i a l new Myers Langlie 
Mattix Unit development d r i l l i n g . During the past twelve months, 
our 4.8691% Myers Langlie M a t t i x Unit working i n t e r e s t has suffered 
a net operating loss of $36,010.89 (7/93 - 6/94), and on a 100% 
basis, the u n i t has suffered a net operating loss of $739,580.74 
over the same time period. 

Obviously, based on the f i n a n c i a l performance of the Myers 
Langlie Mattix Unit over the past twelve months, i t i s hi g h l y 
questionable (under the terms of the Unit Agreement f o r the Myers 
Langlie Mattix Unit) whether the Myers Langlie Mattix Unit i s s t i l l 
a v i a b l e secondary recovery u n i t , e s p e c i a l l y i n consideration of 
the f a c t t h a t the o i l recovery t o date from the Myers Langlie 
Mattix Unit i s nearing the t o t a l of primary plus secondary o i l 
reserves i n i t i a l l y expected from the Myers Langlie Mattix Unit. 



Mr. Charles Poll a r d 
Operations Engineering Supervisor and 

Mr. Scott Gengler 
August 24, 1994 
Page Two 

The Myers Langlie Mattix Unit has been i n existence f o r 
approximately twenty years and was u n i t i z e d f o r the purpose of 
conducting secondary recovery operations t h a t would have been 
im p r a c t i c a l without the formation of a waterflood u n i t . The u n i t 
was not conceived of and formed f o r the purpose of recovering 
s u b s t a n t i a l and previously undeveloped primary reserves. The 
a n t i c i p a t e d secondary o i l reserves envisioned i n the e a r l y 1970's 
to be recoverable from the Myers Langlie Mattix Unit have now been 
produced and the Hickman study of February 15, 1991 (commissioned 
by Oxy's predecessor) j u s t i f i e d an extensive new Myers Langlie 
Mattix Unit development program based s o l e l y upon the recovery of 
s u b s t a n t i a l and previously unanticipated and undeveloped primary 
reserves. 

The c u r r e n t l y e f f e c t i v e Myers Langlie Mattix Unit 
p a r t i c i p a t i o n f a c t o r s were not approved f o r the purpose of 
developing s u b s t a n t i a l and previously undeveloped primary reserves. 
I f s u b s t a n t i a l primary o i l reserves s t i l l e x i s t w i t h i n the Myers 
Langlie Mattix Unit, Doyle Hartman and James A. Davidson possibly 
desire to develop t h e i r own primary reserves, or at l e a s t contend 
t h a t new and more equitable u n i t p a r t i c i p a t i o n f a c t o r s must be 
accurately computed and approved by the proper regulatory 
a u t h o r i t i e s and c u r r e n t working i n t e r e s t owners before any newly 
proposed development work can proceed. I t i s mandatory t h a t new 
and equitable p a r t i c i p a t i o n f a c t o r s be u t i l i z e d f o r developing any 
s u b s t a n t i a l and previously unanticipated primary reserves w i t h the 
new p a r t i c i p a t i o n f a c t o r s being mathematically p r o p o r t i o n a l to the 
reserves underlying those leases from which any new primary 
reserves are t o be derived. 

Consequently, i t i s the p o s i t i o n of Hartman and Davidson t h a t 
Oxy most c e r t a i n l y has not taken the necessary step of computing 
and obtaining approval f o r new and more equitable u n i t i z a t i o n 
f a c t o r s and without doubt does not possess the proper a u t h o r i t y f o r 
proceeding w i t h i t s proposed development program. However, since 
we would prefer not t o i n t e r f e r e w i t h Oxy's f u t u r e plans f o r the 
Myers Langlie M a t t i x Unit, we r e s p e c t f u l l y suggest t h a t both 
p a r t i e s s i t down and work out a mutually agreeable exchange of 
properties whereby Oxy can proceed w i t h i t s desired plans f o r 
i n f i l l d r i l l i n g i n the Myers Langlie Mattix Unit and Hartman and 
Davidson can receive from Oxy an exchange property or properties 
t h a t we ourselves can develop. 



Mr. Charles P o l l a r d 
Operations Engineering Supervisor and 

Mr. Scott Gengler 
August 24, 1994 
Page Three 

Since i t i s imperative t h a t a r e s o l u t i o n be immediately 
reached corresponding t o the f u t u r e development of the Myers 
Langlie Mattix Unit, we ask t h a t you promptly make contact w i t h 
James A. Davidson (915-682-6482) about s e t t i n g up a meeting to 
i n i t i a t e a mutual exchange of property. 

DH/ao 

Enclosures 

cc: 
VIA FACSIMILE: (915) 682-6504 
Mr. James A. Davidson 
214 W. Texas, Suite 710 
P.O. Box 494 
Midland, Texas 79702 
Mr. Donald Romine 
Vice President - Western Region 
Oxy USA, Inc. 
#6 Desta Drive, Suite 6002 
Midland, TX 79705-5505 

Mr. Robert Hunt 
Operations Manager - Western Region 
Oxy USA, Inc. 
#6 Desta Drive, Suite 6002 
Midland, TX 79705-5505 

Mr. Tim A. Keys 
Oxy USA, Inc. 
#6 Desta Drive, Suite 6002 
Midland, TX 79710 

Very t r u l y yours. 

OIL OPERATOR 



Mr. Charles P o l l a r d 
Operations Engineering Supervisor and 

Mr. Scott Gengler 
August 24, 1994 
Page Four 

Mr. John Thoma 
Financial Consultant 
Oxy USA, Inc. 
#6 Desta Drive, Suite 6002 
Midland, TX 79705-5505 

Mr. Patrick N. McGee 
Land Manager 
Oxy USA, Inc. 
#6 Desta Drive, Suite 6002 
Midland, TX 79705-5505 

Ms. Carol Glass 
Landman 
Oxy USA, Inc. 
#6 Desta Drive, Suite 6002 
Midland, TX 79705-5505 

Mr. Don Mashburn 
Ms. Carolyn Sebastian 
Mr. Steven Hartman 
Ms. Lisa Holderness 
Doyle Hartman, O i l Operator 
500 Main Street 
Midland, TX 79701 
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Irrlgtt ditch of • surface owner, provided th. nothing herein slialT bp ion-

itrued ta leasing or otherwlae conveying to Working Interest Chancre a i i t g f o r 

a water, gai Injection, proceealng or other plant or camp elte. Working lntcr-

• i t Owner* ehall pay the owner for dama/jus to growing crops, timber, fnncce, 

improvements, and structures on the Unit Area that result from Unit Oporatlons 

SECTION H. TRACT PARTICIPATION. Participation of each Tract ia 

shown In Exhibit "C" and haa been computed In accordance wLth the following; 

(a) Phase I Participation. Phaat 1 beglna the effective date hereof 

and continue! until the first day of the month next following the date that the 

cumulative volume of oil produced after January 1, 1969, from the Unitized 

Formation underlying ail of the Tracte ln the Unit Area totala 299,013 harrela. 

The Tract Participation of each Tract during Phase I, shown on Exhibit " C , l i 

baasd upon the following formula: 

Tract Participation Percentage 

Phase 1 equals 

100 i 

Wherei "A" equals total Income from oil and gas produced from such 

Tract from the Unltlted Formation during the period January 1, 

1968, through December 31, 1968. 

"B" equals tha summation of the total Income from oil and 

gaa produced from t i l qualified Tracts from tha Unltlctd 

Formation during tha period January 1, 1968, through 

December 31, 1968. 

(b) Phase I I Participation. Phase I I shall begin the first.day of 

tha month next following the data on which the laat of the 299,013 barrels 

referred, to in (a) above Is produced and shall conttnuo for the remainder of 

the tarn of this agreement. Tha Participation of each Tract during Phase I I , 

shown on Exhibit "C", Is based upon the following formula: 

Tract Participation Percentage. 

Phase I I equals 

85 J plus 10 plus 5 J 

Wh«rat "E" equals tha estimated quantity of oil ultimately recoverable 

from tha Unitized Formation by primary recovery operationa 

credited to each Tract. 

"?" equals tha summation of tha estimated quantity of oil 

ultimately rscovarable from tha Uultlsed formation by 



BOOH 312 UCt pr^ary recovery oparttloni credited to all •uillfted Tract•. 

"C a quail tha cumulative oil prorlucad from tha Unitized 

Formation underlying aach Tract as of July I, 1966. 

"H" aquala the aummatlon of tha cumulative oil produced 

from tha Unltlted Formation underlying all qualified Tract* 

aa of July 1, 1966. 

" I " aquala tha number of acre* contained ln each Tract. 

"J" aquala tha automation of tho number of acre* contained 

ln all qualified Tracti. 

If lees than all Tract! within the Unit Area qualify for participation 

hereunder aa of tho affective data hereof, Unit Operator ahall file, vlth tha 

8uporvleor, the .Commissioner and the Commission a schedule shoving the quali­

fied Tracta aa of aaid effective data, vhlch achodule ahall be designated 

Revlaed Exhibit C and considered for all purposes as a part of this agreement. 

Said ravlsed Exhibit C shall sat forth opposite each qualified Tract tho revised 

Tract Participation tharafor vhlch shall ba calculated by using the same factors 

and formula which vara used to arrive at tha Tract Participations set out tn 

Exhibit C attached hereto, but applying tha same only to tha qualified Tracts. 

Said ravlsed Exhibit C, upon approval by ths Supervisor and the Commissioner, 

shall supersede, affective as of the effective date hereof, the Exhibit C 

ottached hereto. 

The Tract Participations shown on Exhibit C attached hereto, cr as may 

ba shown on tha Revised Exhibit C as above provided, shall govern tho allocation 

of unltlted substancos on and after the effective date of this Unit Agreement, and 

until the Tract Participations are ravlsed pursuant to this agreement and such re­

vised Tract Participations ara approved by the Supervisor and the Commissioner, 

(e) Within Sixty (60) days after the requirements for commencement 

of Phase I I havs bean met, the Operator will notify the Oil and Cas Department 

of tha New Mexico State Land Office of auch conversion to Phase I I . 

SECTION 15. TRACTS QUALIFIED FOR PARTICIPATION. On and after the 

affaetiva data hereof, and until expansion as provided In Section t» hereof, 

tha tracrs within tha Unit Araa vhlch ahall be entitled to participation (na 

provided ln Section 14, Tract Participation, hereof) ln the production of 

Unltlted Substances ahall ba composad of tha Tracts shown en Exhibit A and 

listed ln Exhibit "B" which qualify as follows: . 

-13-



08/24/94 15:32 ©12145200811 Hartman Oil 

t t t ^ t t t t t t t t t t * t * * t t t t t t t * t 
*** ACTIVITY REPORT *** 
*************************** 

TRANSMISSION OK 

TX/RX NO. 

CONNECTION TEL 

CONNECTION ID 

START TIME 

USAGE TIME 

PAGES 

RESULT 

7241 

19156826504 

Buddy Davidson 

08/24 15:28 

03'30 

6 

OK 



08/24/94 15:34 ©12145200811 Hartman Oil @001 

*************************** 
*** ACTIVITY REPORT *** 
*************************** 

TRANSMISSION OK 

TX/RX NO. 

CONNECTION TEL 

CONNECTION ID 

START TIME 

USAGE TIME 

PAGES 

RESULT 

7242 

19156827616 

Hartman O i l 

08/24 15:32 

02'23 

6 

OK 



08/24/94 15:53 ©12145200811 Hartman Oil @001 

*************************** 
*** ACTIVITY REPORT *** 
*************************** 

TRANSMISSION OK 

TX/RX NO. 

CONNECTION TEL 

CONNECTION ID 

START TIME 

USAGE TIME 

PAGES 

RESULT 

7243 

19156826504 

Buddy Davidson 

08/24 15:48 
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favor of plaintiffs. There is no direct 
evidence to implicate them in the arson. 
The inference may be drawn that plain­
tiff 's sister would probably have told 
them what she had heard Pacini say 
generally about burning the premises. 
But the jury could not infer from that 
inference alone that with that knowledge 
plaintiffs deliberately absented them­
selves on the particular day of the fire, 
especially since there is no testimony 
that they would otherwise have been pres­
ent; and from these inferences alone, in­
fer that they were therefore probably 
part of the Collins-Pacini conspiracy. 
There is nothing to just i fy the essential 
inference that plaintiffs in any way 
joined in the design of arson.2 No au­
thority for such an inference has been 
cited. This defense should not have gone 
to the jury. 

[5] Finally the question is whether 
there is substantial evidence to sustain 
the defense of increased risk, which, i f 
a condition of the policy suspends its 
operation. Goldman v. Piedmont Fire 
Ins. Co., 3 Cir., 198 F.2d 712, 715 (1952). 
Inferences may be drawn that plaintiffs 
knew of their sister's knowledge that 
Pacini had access to the tavern and night 
club and apparently had an interest in the 
premises. 

The jury could have concluded, defend­
ants argue, that from these facts and in­
ferences plaintiffs had reason to believe 
that Collins and Pacini were considering 
arson, and that plaintiffs did nothing 
about i t . Assuming, but not deciding all 
this, there is nothing in the record or in 
insurers' brief to show what means plain­
tiffs had, under their control, to do any­
thing about i t . We have not in this rec­
ord the "steps" that were "open to * * * 
abate the hazard" which the court in the 
Goldman case found "obvious". 

There is no substantial evidence to 
support the defense of increased hazard. 

We need pass on no other point raised. 

For the several reasons given, we con- . 
elude the trial court erred in refusing ^ 
to direct'a verdict for plaint i f fs / ' Tne 
judgment is reversed and the cause rie-.-^ 
manded for judgment in accordance wiST 
the views expressed in this opinion. 

. nqff 
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PETER FOX BREWING COMPANY 
et al., Plaintiffs-Appellants, 

v. 
SOHIO PETROLEUM COMPANY et a l , 

Defendants-Appellees. 
No. 13348. 

United States Court of Appeals 
Seventh Circuit. 

Nov. 30, 1961. 

Action to reform oil and gas royalty -
agreements. The United States District ' I 
Court for the Northern District of I I - '• 
linois, Eastern Division, William J. 
Campbell, Chief Judge, 189 F.Supp. 743, 
denied relief, and plaintiffs appealed. The 
Court of Appeals, Hastings, Chief Judge, 
held that imposition of Oklahoma uniti- • 
zation statute and plan to field did not 
render illegal, but amended, agreement „• 
for royalty payment subject to flat de- * 
duction for each well, and recipients of , 
royalties were liable for deduction pre­
scribed by agreement, rather than on ] 
obligation to share expenses as allocated 
by plan. . ' :' 

Affirmed. * •* 

1. Mines and Minerals "3=92.78, 92.80 
Imposition of Oklahoma unitization, 

statute and plan to field did not render i l -

2. TTI cases involving either civil conspiracy 
cr criminal conspiracy, 'conspiracy' lias 
been defined as a combination of two or 
mere persons by concerted action to ac­

complish some criminal or unlawful pur­
pose or some purpose not in itself criminal 
or unlawful by criminal or unlawful 
means. 11 I.L.P. Conspiracy § 2 (1955). 
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7.. legal, but amended, agreement for royal­
t y payment subject to flat deduction for 
pacb. well, and recipients of royalties were 
pliable for. deduction prescribed by agree-

i6nt,*Tather.than on*obligation to share 
pensea:as allocated by plan. ~ 52 O.S. 

195li:§§, 287.1 et seq., • 287.9. ~ • !• 

t-2. Mines and Minerals «=92.78 
J5**' Recipients of royalties under agree-

^inent'that flat deduction should be made 
gfdr^'each1producing well were liable for 
«*fte|[ucti6nsv for wells which were closed, 
£i)ut£><which 'received credit for share in 
^ field's production under Oklahoma uniti­
ze zation plan imposed after agreements 
fe'were^made. 52 O.S.1951 §§ 287.1 et seq., 
^287.9. i i ; r j , i , | ^ ; n ' 
•.U«-.-:: • . 

8. Contracts ®=»1 
fe^-ij. Rights of parties fixed by contract 

are not governed by comparing their sub­
sequent relative gains or losses. 

: Ernest Greenberger, A. Bradley Eben, 
.. Joseph P. Antonow, Chicago, 111., for 
^plaintiffs-appellants, Richard A. Siegal, 
|Cbjcago, 111., of counsel. 
^BsGeorge W. Hazlett, Cleveland, Ohio, 
f George J. O'Grady, Chicago, 111., for ap-
ipellees, McAfee, Hanning, Newcomer & 
|Hazlett, Cleveland, Ohio, Ross, McGowan 
tit O'Keefe, Chicago, 111., of counsel. 

_ c Before HASTINGS, Chief Judge, and 
tpUFPY and CASTLE, Circuit Judges. 
j&tf . • ••=' 

r i HASTINGS, Chief Judge. 
^P la in t i f f s 1 (appellants) brought this 
towersity action for reformation of two 
agreements between plaintiffs and de-

[|&dants * (appellees), relating to oil and 
[raj leases in Oklahoma, and for an ac-

fP«jB>2& T* ' ' - . - i t -
JQf fthe original plaintiffs (Peter Fox 
brewing Company" The Northern Trust 
[Company, as trustee, Herbert J. Schmitz 
pnd David Waller Dangler), only Herbert 
~T.'8chmitz remains a party. The inter-
tests of the "other three original plaintiffs 

refe transferred daring the pendency of 
•'this action to Christiana Oil Corporation, 

IfiTekoil Corporation and Schmitz Oil Com-
.pany, who were substituted as plaintiffs. 

v. SOHIO PETROLEUM 00. 275 
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counting in accord with such reformed 
agreements. In a separate count, plain­
tiffs sought a judgment for violation of 
the express terms of the agreements. 
• The cause was tried to the court with­
out the intervention of a jury. The opin­
ions, findings and conclusions of the dis­
trict court, denying the relief sought, are 
reported in Peter Fox Brewing Co. v. 
Sohio Petroleum Co., D.C.N.D.I11., 189 F. 
Supp. 743 (1960).-This appeal followed. 

The facts were largely stipulated and 
may be summarized as hereinafter set 
out. 

Early in 1943, plaintiffs acquired oil 
and gas leases on 2400 acres of land in 
Oklahoma in return for their contribu­
tion to the drilling of the discovery well 
in what became known as the West Ed-
mond Field. This field is one of the 
largest in Oklahoma. 

In June, 1943, after completion of the 
discovery well in the Hunton Lime For­
mation, plaintiffs were approached by 
defendant with respect to an assignment 
to defendant of plaintiffs' West Edmond 
leases. These discussions resulted in the 
signing of an agreement on July 2, 1943 
under which plaintiffs were to assign a 
number of their leases to defendant; de­
fendant was to bear the cost of drilling 
and developing; and plaintiffs were to 
receive a percentage of the profits and 
contribute a percentage of the operating 
and overhead expenses. Apparently nei­
ther plaintiffs nor defendant has retained 
a copy of this executed agreement, for 
none was produced at trial. 

Upon the advice of tax counsel, that 
the July 2nd profits interest agreement 
was not an interest in oil and gas and 
would not qualify for depletion allowance, 

Plaintiffs William J. Fox, Frank G. Fox 
and Margaret Olive Fox became parties 
to this action on October 30, 1959. The 
interests of plaintiffs are common, and 
they will be referred to as "plaintiffs." 

2. Defendants are Standard Oil Company 
and its subsidiary, Sohio Petroleum Com­
pany. Both defendants will be referred to 
as "defendant," Standard having trans­
ferred its entire interest to Sohio. 
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plaintiffs requested that this agreement 
be canceled. Defendant acquiesced, and 
negotiations were reopened. 

A draft of a proposed new agreement 
was submitted to plaintiffs on August 3, 
1943. This draft called for plaintiffs to 
receive as an overriding royalty one-half 
the proceeds of working interest produc­
tion less (a) $150 per well per month or 
$187.50 per well per month in the case 
of a well producing more than 10% wa­
ter and (b) one-half the cost of acidizing, 
deepening, plugging back, shooting or 
reconditioning wells. In addition, i t im­
posed on plaintiffs the personal obliga­
tion to pay one-half the cost of the third, 
fourth and sixth dry holes. This draft 
still left some doubt concerning the avail­
ability of the depletion allowance to plain­
tiffs. 

A final agreement was signed on Au­
gust 20, 1943, assigning a part of plain­
tiffs' leases to defendant and reserving an 
overriding royalty interest therein. The 
pertinent parts of this agreement are 
as follows: 

"(4) The assignments to be ex­
ecuted and delivered by Fox to 
Standard or its nominee hereunder 
shall expressly reserve to Fox, and 
Fox does hereby expressly reserve 
an overriding royalty (free and clear 
of all development and operating ex­
pense), with respect to all of the 
leases listed and described in Exhibit 
'A' hereof as a group, of one-half 
of the crude oil, gas, casinghead gas, 
and other hydro-carbons produced, 
saved, and marketed from said lease­
hold premises or the proceeds there­
of accruing to the working interests 

' assigned and transferred hereunder 
to Standard or its nominee, subject, 
however, to a deduction from said 
one-half (y 2 ) of the following items: 

* * * » ... » 

- "(b) That quantity of crude oil, 
gas, casinghead gas, and other hy­
dro-carbons, or the proceeds there­
of, which, at current a well market 
prices at the'time'"of'sale thereof, 
shall be equal in value to $200.00 per 

each producing well per month ex­
cept that in the event that any well 
producing oil in paying quantities 
shall at the same time produce wa-. 
ter in excess of 10% of the total fluid i -
produced from the well, then as to 
that well during any such period-1 
while such condition shall exist the c 

deduction shall be that quantity of ' 
crude oil, gas, casinghead gas, and 
other hydro-carbons, or the proceeds *\' 
thereof which at current well market .' 
prices at the time of sale thereof 
shall be equal in value to $250.00 per 
month. 

* * « » • 

"(5) Except for the purpose of -
making necessary repairs to equip­
ment or the performing of any re^ 
conditioning work on any well, 
Standard agrees that no producing 
well shall, during any period so long 
as the same is producing oil and/or 
gas in paying quantities, be shut in 
unless pursuant to an order, rule or 
regulation of any officer, board, or 
agency, state or federal. Standard 
further agrees that all producing 
wells hereafter drilled on the afore­
said properties will be operated at 
all times in such manner as to pro­
duce at the maximum rate of pro­
duction allowed from time to time 
by the state or federal authority 
having jurisdiction." 

On February 15, 1944, plaintiffs as­
signed additional leases to defendant.un­
der an agreement which, insofar as, i t 
relates to the present controversy, is iden^ 
tical with the agreement of August 20, 
1943. Both instruments will be referred 
to a»v "the agreements.". In October* 
1947," at plaintiffs' instance, defendant 
eliminated the additional $50 per month 
deduction for wells which produced more, 
than 10% water. ,. v .. jAuPri^ 

Between 1943 and 1945, Huntori LirnV 
wells" were, drilled on all 23 tracts* iafcs 
volved here. Plaintiffs' overriding, r o f f i 
alties were computed on the basis of one-^ 
half of the seven-eighths of the'oil and" 
gas actually produced; less production5 
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equal to $200 per well per month and $250 
for wells producing more than 10% wa­
ter. 

"Up to October 1, 1947, the Hunton 
Lime formation in the West Edmond 
Field had been developed under "spacing" 
orders issued by the Oklahoma Corpora­
tion Commission in the exercise of its 
statutory authority. These orders pre­
scribed forty-acre "spacing" or "drilling" 
units each of which consisted of a quar­
ter-quarter section of land. The first 
order, issued July 19, 1943, was con­
firmed by the Commission on July 13, 
1944. These orders prohibited the drill­
ing of more than one Hunton Lime well 
on a quarter-quarter section. In addi­
tion, the order of July 13, 1944 imposed 
restrictions on the basis of a gas-oil ratio 
on the production of oil from the per­
mitted wells, in an effort to conserve the 
gas energy of the reservoir. 

On October 1, 1947, the West Edmond 
Field was unitized under the Unitization 
Statute of Oklahoma 3 (the Act), enacted 
in 1945. Under unitization, each quar­
ter-quarter section within the Field was 
treated as a separately owned tract. 
Each tract was assigned a percentage 
interest in total unit production, and total 
unit production was apportioned accord­
ingly. Unit operating expenses were 
likewise apportioned according to per­
centage interest. All tracts were oper­
ated in the West Edmond Hunton Lime 
Unit collectively in order to achieve max­
imum ultimate unit production at a 
minimum unit expense with the least 
amount of unit waste of natural re­
sources. 

The relevant portions of the Act are as 
follows: 

"Property rights, leases, contracts, 
and all other rights and obligations 
shall be regarded as amended and 
modified to the extent necessary to 
conform to the provisions and re­
quirements of this Act and to any 
valid and applicable plan of unitiza-

SOHIO PETROLEUM OO. 277 
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tion or order of the Commission 
made and adopted pursuant hereto, 
but otherwise to remain in full force 
and effect."« ' 

"The amount of the unit produc-
tion allocated to each separately-,..' 
owned tract within the unit, and only ;. 
that amount, regardless of the well • 
or wells in the unit area from which 
it may be produced, and regardless -
of whether i t be more or less than ; 
the amount of the production from 
the well or wells, i f any, on any such 
separately-owned tract, shall for all 
intents, uses and purposes :be re­
garded and considered as production 
from such separately^owned tract, 
and, except as may be otherwise au­
thorized in this Act, or in the plan 
of unitization approved by the Com­
mission, shall be distributed among 
or the proceeds thereof paid to the 
several persons entitled to share in 
the production from such separately-
owned tract in the same manner, 
in the same proportions, and upon 
the same conditions that they would 
have participated and shared in the 
production of proceeds thereof from . 
such separately-owned tract had not 
said unit been organized, and with 
the same legal force and effect." 8 

"Operations carried on under and 
in accordance with the plan of uniti­
zation shall be regarded and consid­
ered as a fulfillment of and compli­
ance with all of the provisions, cove­
nants, and conditions, express or im­
plied, of the several oil and gas min­
ing leases upon lands included with 
the unit area, or other contracts per­
taining to the development thereof, 
insofar as said leases or other con­
tracts may .relate to , the common 
source of supply pr oportion thereof 
included in' the unit areal , "Weils' 
drilled or operated on any part of the 
unit area no matter where located 
shall for all purpose's be regarded as 

3. 52 Okla.Stat. 5 287.1 et seq. 

4. 52 Okla.Stat. § 287.9, fll. 

5. 52 Okla.Stat. 5 287.9, 13. 
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wells drilled on each separately-
owned tract within such unit area."8 

The parties have stipulated that "nei­
ther the enactment of said statute nor the 
creation of said unit was contemplated 
by the parties to the First Agreement or 
the Second Agreement at the times said 
agreements were entered into." 

Since unitization, defendant has ac­
counted to plaintiffs by computing the 
50% overriding royalty each month, ac­
cording to the fraction of unit production 
allocated to each tract. From this 50% 
share, defendant has deducted each month 
the amount of the fixed per well deduc­
tion, according to paragraph 4(b) of the 
agreements, supra, as modified by the 
subsequent elimination of the additional 
$50 per month deduction for wells pro­
ducing more than 10% water. Defend­
ant continued the $200 deduction per 
month with respect to tracts on which 
wells had been abandoned under direc­
tions of the unit operating committee. 

I t is plaintiffs' contention that the fixed 
per well deduction clause should be re­
formed to provide for a deduction equal 
to one-half of allocated unit expense. 
This contention is based on the assertion 
that the parties contemplated competitive 
exploitation, and since unitization, this 
is no longer possible. Also, i t is ground­
ed on the assertion that the unitization 
statute nullified the provision for a fixed 
per well deduction. They: contend fur­
ther that the fixed per well deduction was 
unlawfully applied to tracts on which 
wells had been abandoned. ; 

Defendant contends that the evidence 
does not justify reformation either on 
principles of equity or because of uniti­
zation. Further,' defendant argues that 
the unitization, statute' requires' the as­
sumption that a producing well is located 
on every quarter-quarter section of land 
within the unit area, whether or not a 
producing well is actually located thereon. 

The-issues thus before us are. (1) 
whether the two agreements should be 
reformed and (2) whether defendant's 

6. 52 Okla.St 

deductions with respect to the tracts on 
which wells had been abandoned was 
proper. The district court denied refor-' 
mation and held such deductions were 
Pr<>Per. 

On July 29, 1947, pursuant to the'«fc$|i 
the Corporation Commission o f ; Okb&I 
homa, to which was committed jurfs'dicS* 
tion to administer the Act, entereo?<artS 
order creating the West Edmond Hunton;? 
Lime Unit (the Order), defining the unit 
area and prescribing the Plan of Unitiza- j 
tion applicable thereto (the Plan). ; The • 
Plan became effective October 1,1947 and 
has remained in force since that time 
with certain amendments not material in 
this case. ' " 

Schmitz and the Foxes joined in the , 
petition for unitization. The Plan finally : 
adopted by the Corporation Commission ^ 
conformed to that proposed by petition­
ers. The Order was subject to challenge . 
by appeal to the Supreme Court of Okla­
homa, but no such appeal was filed. 

The validity of the Act was upheld by , 
the Oklahoma Supreme Court as a prop; ; 
er exercise of police power in Palmer Oil 
Corporation v. Phillips Petroleum Co.> 
204 Okl. 543, 231 P.2d 997 (1951). Ap­
peal from that decision was dismissed by 
the Supreme Court of the United States 
for the reason that it "failed to raise any 
substantial federal questions." Palmer 
Oil Corp. v. Amerada Petroleum Corn., ... 
343 U.S. 390, 391; 72 S.Ct. 842, 843', 96 
L.Ed. 1022 (1952). . . .. . ,,. . ,1, 

The Palmer holding was recognized in ̂  
West Edmond Hunton Lime Unit v: Stan^ ; 

olind Oil & Gas Co., 10 Cir.; 193 F.2d ^ 
818, 823 (1951),-. cert.-, denied,343,.U.S.i 
920, 72 S.Ct. 678, 96 L.Ed. 1333 (1952). ;j 
In ;the, jatter .case,' the.,Tenth Circuit con-4l 
sidered.;and upheld, the validity, of the? 
same Order and Plan ̂ before us in^ the > 
instant appeal, although ori another ques­
tion of law not relevant to the jnstant^, 
case. - A careful analysis jof the.Act^ Or~p 
der and Plan are to be found in that opin;^ 
ion and need not be repeated here. ,-,Welf­
are content; to ,follow,: its, teaching;-^J[n\ 

L. § 287.9, ? 4. 
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finding the effect of the Plan, the court 
said, inter alia: . • i, -c. ''_:A, ^ .- •:' 

"The plan^of 'unitization' had ithe ^ : 
effect of unitizing all further devel­
opment and operationa for. the prbr .; 

"duction of oil and gas from the Hun^'j 
ton lime formation'in thei unit area,70 

and of pooling and unitizing the pro- 1 

duction so obtained !to the same ex­
tent as if the unit area had been in- • 

: eluded in a single lease and all rights 
thereunder owned by the lessees in 
individual interests', and all property 
rights and obligations. in respect to 
the separately owned tracts within 
the area were amended and modified : 
to the extent necessary to give effect 
to the plan of unitization. Noth­
ing contained in the plan, however, is 
to be construed to require or result 
in a transfer to or the vesting in the 
unit the title to the separately owned 
tracts within the unit area 'other 
than the right to use and operate 
the same to the extent set out in this 
plan of unitization; nor shall the 
unit be regarded as owning any of 
the unit production. The unit pro­
duction and the proceeds from the 
sale thereof shall be owned by the 
several persons to whom the same 
is allocated under this plan of uniti­
zation. * * * ' The unit is oper­
ated by a designated operator under 
the direction of an operating com­
mittee, composed of the separate 
tract owners, with a voting interest 
equal to the respective unit owner­
ships." Id., 193 F.2d at 821. 
I t is quite clear tb us that the questions 

to be resolved on this appeal must be 
determined by the Act, Order and Plan 
as they are read into the private agree­
ments executed by the parties. , ; 

•• I . ; ' : 

Plaintiffs' basic contention is that "the 
compulsory unitization of the . assigned 
tracts required the reformation of the 
agreements by the deletion of the month­
ly fixed per-well deduction and its re­
placement by an obligation to share one-
half of the allocated expense." 

v. SOHIO PETROLEUM CO. 279 
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We can find no basis for reformation of 
the agreements either on principles of 
equity or because of unitization. -

There are no claims of mistake, fraud, 
misrepresentation or - ambiguity in the 
terms of the agreements. T Traditional 
equitable grounds for reformation are 
not present here. 

f Plaintiffs argue that the agreements 
were executed at a time when Oklahoma 
recognized the "law of capture" which 
rewards an aggressive competitor en­
gaged in a permissible unbridled exploi­
tation of the natural resources at his 
command. 

However, Oklahoma has specifically 
held that the rule of capture is subject 
to modification by statute and must give 
way to unitization through which the 
State, in the exercise of its police power, 
undertakes to protect the correlative 
rights of owners of a common source of 
oil and gas through regulation of drilling' 
and distribution of the production. 
Palmer Oil Corporation v. Phillips Petro­
leum Co., 204 Okl. 543, 231 P.2d 997,1012 
(1951); Patterson v. Stanolind Oil & 
Gas Co., 182 Okl. 155, 77 P.2d 83 (1938); 
H. F. Wilcox Oil & Gas Co. v. Bond, 173 
Okl. 348, 48 P.2d 820 (1935). 

The burden of plaintiffs' contention is 
that since, by operation of law, the rule 
of capture is abrogated through unitiza­
tion, i t necessarily follows that the con­
ditions underlying their original agree­
ments were made illegal and that i t is 
no longer possible for defendants to per­
form their obligations. We do not agree. 

We are not at all certain, as contended 
by plaintiffs, that the trial court erred in 
finding the agreements were not based 
on "competitive exploitation." Before 
unitization, the development of this field 
was at all times subject to the orders of 
the Corporation Commission of Okla­
homa. Prior to the time the agreements 
were executed it had issued orders affect­
ing spacing and production as herein ear­
lier pointed out. Further, paragraph 5 
of the agreement provides that no produc­
ing well shall be shut in unless pursuant 
to an order, rule or regulation of any 
officer, board or agency, state or federal. 
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Assuming, arguendo, that the trial 
court erred in such finding, we do not 
deem the finding to be necessary to the 
result reached. 

The Plan determined the quantity of 
production to be shared by the owners of 
the unit. I t did not change the propor­
tions in which the parties were to share 
in the, allocated production^ Article VI I 
of the Plan requires^ allocation ,of unit 
production among the separately owned 
tracts, in the unit in accordance with 
their respective percentage interests. I t 
then provides that the persons entitled to 
share in the separately owned tracts shall 
share in the unit production allocated ex­
actly as they would have shared in the 
production from these tracts had there 
been no unitization. . 

The amount of the production to be 
distributed is thus to be determined by 
the Act and the Plan. The proportions 
in which the parties, shall share in the 
production allocated to each separately 
owned tract are to be determined by the 
applicable private agreements between 
the.various parties. Cf. .Young v..West 
Edmond Hunton Lime Unit, 275 P.2d 304 
(Okl.1954). 

Relevant, also, is Article VI of the Plan 
which provides: "Property rights, leases, 
contracts and all other rights and obli­
gations in respect of the Oil and Gas 
Rights in and to the several Separately 
Owned Tracts within the Unit Area are 
hereby amended and modified to the ex­
tent necessary to make the same conform 
to the provisions'and requirements of this 
Plan of Unitization, but otherwise to re-
mainjn ful l force and effect." (Empha-
siŝ  added.) ̂ This provisionJs consistent 
with Section 287.9, fl l ot the Act, supra. 

'hi lt"8ems'ciear^to'us^'that'the Act and 
Platy by operatidn of law/ amended the 

; agreements*'to- the^'exteht- necessary to 
"make them'c'onform'thereto, and then de-
'clared ' that'"1 otherwise^ the'? agreements 
should remain in fuli fbrce'arid effect: * ' 

v \ This cqnclusioif is buttressed "bythe 
findingcontained in paragraph 13 of the 
Or^eir:^ J Jthat°said'*Pian :<of 
Unitization is fair, reasonable and equi­

table and contains all the terms, provi­
sions, conditions and requirements rea- *• 
sonably necessary and proper to protect, 
safeguard and adjust the respective S 
rights and obligations of the several per-|l 
sons affected, including royalty owners, 1$ 
owners of overriding royalty interests 4 
* * *•" 

Plaintiffs, in effect, are asking the^ 
court to make an adjustment or reforms- H' 
tion not provided for in the Plan. This it - i 
cannot do under the circumstances of this 
case. 

Plaintiffs argue that the trial court 
committed manifest error in finding that 
unitization was "expressly contemplated" 
in the agreements in the face of a stipu­
lation to the contrary. A careful read­
ing of the district court's full comment 
in that connection indicates to us that 
the court was referring to governmental 
regulation in general and not to unitiza­
tion exclusively. In any event, under the 
Act, such a finding is immaterial and is 
not necessary to reach the result found 
in this case. 

[1] We hold that the applicable provi­
sions of the Act, Order and Plan are clear 
and conclusive. They amended the agree­
ments by operation of law to make them 
conform to their requirements and de­
clared that otherwise the agreements 
should remain in full force and effect. 
The trial court did not err in refusing to 
reform the agreements by deleting the 
monthly fixed per well deduction and re­
placing it with an obligation to share one-
half of the allocated expense. 

I I . 
Plaintiffs finally contend, in the alter­

native, that "even in the absence of ref­
ormation of the. agreements, plaintiffs 
are entitled to restitution of the deduc­
tions charged against tracts on which 
there, were no producing wells," and 
charge that the trial court erred in deny­
ing such recovery. : : ' ; 

^. Since'"'.1951,''. defendant has taken the 
monthly per-well deduction in computing 
the overriding royalties on unit produc­
tion allocated to"16 tracts on which wells 
were shut in and were no longer produc-
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281 
ing., Plaintiffs argue that the agree­
ments do not permit the deduction except 
at such time as there is a producing well 
oh a tract, and that since a shut in well 

.does not incur operating expenses, plain-:. 
r ; t iffs ' should be relieved from'their ex-. 
. pense obligation with respect to such well. 

- Both Section 287.9 of the Act and Ar­
ticle V I of the "Plan require the assump­
tion that the amount of unit production 
allocated to a tract be considered aa "pro­
duction from" such tract, even though 
there is no well actually located on the 
tract, and the further assumption that a 
producing well is located on every tract. 
To repeat, the language of the Act pro­
vides : "Wells drilled or operated on any 
part of the unit area no matter where lo­
cated shall for all purposes be regarded 
as wells drilled on each separately-owned 
tract within such unit area."7 

The effect given here to the assump­
tions required by the Act and Plan is rec­
ognized in Beene v. Midstates Oil Corpo­
ration, 8 Cir., 169 F.2d 901, 908 (1948). 

The parties dealt at arm's length in 
arriving at their agreements. The final 
form of the first agreement reflected 

* changes to give Schmitz and the Foxes 
what they asked for, on the advice of 

, ; their tax counsel—an overriding royalty 
*5 entirely free of expense, but subject to 
•ti the monthly specified per well deductions. 

This arrangement was incorporated in 
j^a^second and similar agreement six 
* months later covering additional leases. 
"" "After operating under this arrangement 

for more than four years, they accepted 
; defendant's offer to reduce to $200 per 
c well the monthly deduction of $250 ap-

plicable to eight wells then producing 
H more than 10% water. 

£[2] In the case at bar, unitization 
^provided that plaintiffs, as owners of an 
["overriding royalty interest, were entitled 
jjtp jtaare in unit production allocated to 
pall tracts, including those on which the 
^wells had been abandoned. I t necessar­
i l y follows that defendant should be en­
titled to continue the per well monthly 

£ deduction in respect of such abandoned 

shut in wells, in computing the amount of 
the overriding royalty, even though there 
be no production on tracts with these 
abandoned wells. 

[3] We do not deem relevant the ar­
gument advanced concerning the relative 
profits of the parties. The rights of 
parties fixed by contract are not governed 
by comparing their subsequent relative 
gains or losses. See West Edmond Hun­
ton Lime Unit v. Stanolind Oil & Gas Co., 
10 Cir., 193 F.2d 818, 825 (1951); Cities 
Service Oil Co. v. Geolograph Co., 208 
Okl. 179, 254 P.2d 775 (1953). 

The agreements are clear and unam­
biguous. They correctly express the 
original intention of the parties. The 
record of the testimony given and the 
provisions of the Act and Plan do not 
afford any rational basis for the restora­
tion claimed. We hold that the trial court 
did not err in denying such recovery. 

It is our considered judgment that the 
district court arrived at a correct re­
sult. 

The judgment appealed from is 
Affirmed. 

O ! >ET KUHK1 S1flTM> 

George HOOPER, Plaintiff-Appellant, 
v. 

TERMINAL STEAMSHIP COMPANY, 
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No. 63, Docket 27003. 

United States Court of Appeals 
Second Circuit 

Argued Nov. 8, 1961. 
Decided Nov. 24, 196L 

Action by a longshoreman against 
a shipline for injuries received when he 
was thrown overboard as result of shift 
of lumber cargo which he was helping to 

7. 52 Okla.Stat. 5 2S7.9, \ 4. 
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F O R E W O R D 

When the Interstate O i l Compact Commission was formed in 1935, i t was fo r the 
purpose of promoting the conservation of o i l and gas and the prevention of physical waste. 
Over the years, the Commission has taken every opportunity to f u l f i l l this purpose. 

One of the most important functions of the Interstate Oi l Compact Commission is 
the dissemination of information in the f o r m of printed reports, pamphlets and books for 
general distribution to state conservation agencies, the public and members of the industry. 
This Legal Report of Oi l and Gas Conservation Activi t ies has long been recognized as an 
outstanding vehicle for this purpose, as i t provides a means of reporting legal activities 
which have taken place throughout the United States and in Canada during the p r io r year. 

This report for the year 1975 is the twenty-seventh annual issue. It includes articles 
f r o m thirty-one states and the Canadian provinces of Alber ta and B r i t i s h Columbia. Some 
states are not included i n this publication, since those reporters stated that their states 
had no significant legal activities dealing with o i l and gas conservation during the year 
1975 on which to report. 

These annual Legal Reports are, in effect, supplements to the books. Conserva­
tion of O i l and Gas - A Legal History, 1948, and Conservation of Oi l and Gas - A Legal 
History, 1948 - 1958. Both books were published by the Minera l Section of the American 
Bar Association and are available f r o m the office of the American Bar Association in 
Chicago, I l l ino i s . 

The Interstate Oi l Compact Commission is indebted to the various reporters who 
have prepared the articles for this publication. Many of these reporters have served in 
this capacity for many years. Each has performed this service wi l l ing ly and without 
remuneration. 

P r imary responsibility for obtaining the individual reports rests with the Legal 
Committee of the Interstate Oi l Compact Commission and its chairman. Judge J im C. 
Langdon of Texas. Editing and compilation is done in the Headquarters Office. 

Additional copies are available upon request to the Headquarters Office to anyone 
desiring them. 

W. TIMOTHY DOWD 
Executive Director 

June, 1976 



T A B L E O F C O N T E N T S 

PART I 

THE STATES 

Alabama A. Charles Freeman 1 
Arizona John Bannister 2 
Arkansas Ned A. Stewart, Jr. 3 
California Robert A. Reid 4 
Colorado Samuel R. Freeman 6 
Florida James T. Williams 6 
Georgia David E. Swans on 6 
I l l inois Charles J. Pardee 7 
Indiana Homer R. Brown 7 
Kansas George W. Stafford 7 
Kentucky Benjamin C. Cubbage, Jr . 9 
Louisiana James E. Phi l l ips , Jr. 9 
Michigan Jerome Maslowski 10 
Mississippi Joe R. Fancher, Jr . 11 
Montana Charles G. Maio 13 
Nebraska Ray L . Smith 14 
New Mexico W i l l i a m F . Carr 14 
New York John J. Dragonetti 16 
North Carolina Stephen G. Conrad 16 
North Dakota Gerald W. VandeWalle 17 
Ohio J. Richard Emens 19 
Oklahoma R. M . Williams 19 
Pennsylvania John W. Car ro l l 22 
South Dakota Fred V. Steece 23 
Tennessee Robert E . Hershey 23 
Texas Fred H . Young 25 
Utah H . Byron Mock and Cleon B. Feight 29 
Virginia G. R. C. Stuart 30 
Washington Vaughn E. Livingston, Jr. 31 
West Virg in ia Thomas E. Huzzey 31 
Wyoming Michael J. Sullivan 31 

PART I I 

THE CANADIAN PROVINCES 

Alberta A . L . McLarry 33 
Br i t i sh Columbia R. E. Moss 34 
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NEBRASKA 

Legislative 

The 1975 session of the Nebraska Unicameral Legislature considered only one b i l l which 
involved o i l and gas. This b i l l included o i l wel l service contractors under a water wel l registration 
b i l l . The b i l l was amended in Committee to exclude o i l and gas, and was then k i l led . 

Production 

As of December, 1975, there were a total of 1,209 active o i l and gas wells and 450 shut-in 
wel ls . During 1975, Nebraska wells produced 6, 119,671 barrels of o i l , 2, 311, 821 Mcf casinghead 
gas and 1, 572, 814 Mcf dry gas. 

A total of 377 d r i l l i ng permits were approved during the year in 23 of Nebraska's 93 counties. 
At this t ime, there are 65 secondary recovery and pressure maintenance projects in operation. 

Commission 

During 1975, the Commission heard 31 cases at public hearing. Twenty-one matters i n ­
volved unorthodox locations; one was a ratable take; two involved commingling of production; two 
revised the Rules and Regulations of the Commission; one reduced the conservation m i l l levy f r o m 
three to two m i l l s ; three involved unitization agreements and secondary recovery by waterflood, 
two of which were involuntary unitization; and one sought permission to hold geological information 
confidential fo r a period longer than twelve months. 

Adminis t ra t ive 

Reed Gi lmore , Kimba l l , Nebraska; John A. Mason, Sidney, Nebraska; and Ray L . Smith, 
Chappell, Nebraska, are members of the Nebraska Oi l and Gas Conservation Commission. M r . 
Gilmore is presently serving as Chairman. Paul H . Roberts is Director and Jack T. Fish is 
Administrat ive Assistant. 

Reporter: Ray L . Smith, Member, Nebraska Oil and Gas Conservation Commission, Box 245, 
Chappell, Nebraska 69129; Off ic ia l Representative, Interstate Oil Compact Commis­
sion. 

NEW MEXICO 

Legislative 

Energy Resources Act 

In 1975, the New Mexico Legislature enacted Senate B i l l 186 which created an Energy Re­
sources Board composed of the Governor's Energy Resources Administrator , the Commissioner of 
Public Lands, the Director of the Bureau of Mines, the State Petroleum Engineer, the State Geolo­
gist, someone knowledgeable in nuclear, geothermal, solar or coal energy and a citizen who is not 
direct ly involved in energy business. 

This law changes the membership of the Oi l Conservation Commission to the Commissioner 
of Public Lands, the State Petroleum Engineer and the State Geologist. Under this act, the Director 
of the OCC staff is the State Petroleum Engineer, a new position replacing the present State Geolo­
gist. A new office of State Geologist is created and assigned responsibility for collecting geological 
data on energy resources in New Mexico. 

Although the Commission's jur isdict ion is not changed, there are provisions fo r a new appeal 
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procedure in this law. Whenever two or more members of the Energy Resources Board believe a 
decision of the Commission contravenes the statewide energy plan adopted by the Board or the pub­
lic interest, they may f i l e a motion with the Board to cal l the decision before i t . The Board may, 
by a m a j o r i t y vote, adopt the motion and thereby cal l the Commission's decision, or any part there­
of, before i t for review. The Board, after a de novo hearing, issues such orders as are appropriate 
and the OCC must modify its orders to conform therewith. 

The act increased the Oi l Conservation Tax to eighteen one-hundredths of one percent of tax­
able value of sold products and extended its applicability to uranium, coal and geothermal resources. 

Statutory Unitization Act 

The Commission proposed the Statutory Unitization Act to the New Mexico Legislature and i t 
passed a l l committees and both houses with no dissenting votes. The Act is l imi ted to secondary 
and t e r t i a ry recovery operations and pressure maintenance projects. I t provides that any working 
interest owner may f i l e an application fo r compulsory unitization. I f a l l the prerequisites set out in 
the statute are met by the applicant, the Commission is required to issue an order creating the unit 
and providing fo r its unitized operation and management. The order does not become effective, how­
ever, unt i l i t has been ra t i f ied by those persons who w i l l in i t i a l ly be required to pay at least 75 per­
cent of the costs of unit operations and by the owners of at least 75 percent of the production or pro­
ceeds thereof that w i l l be credited to interests which are f ree of costs. I f the persons owning the 
required percentages of interest in the unit area do not approve the plan fo r unit operations within 
six months, the unitization order ceases to be of fur ther force or effect. 

Geothermal Resources Conservation Act 

In 1973 the Legislature conferred jurisdict ion over geothermal resources on the Commis­
sion. Since this statute was legislation by reference and thereby unconstitutional, the Commission 
prepared a comprehensive geothermal b i l l to correct this problem. 

The geothermal statutes closely paral le l New Mexico's o i l and gas statutes and provide a 
sound legal basis for this state's Geothermal Rules and Regulations which became effective on 
October 1, 1974. 

Oi l and Gas Industry Study In te r im Committee 

The 1975 Legislature created an Oi l and Gas Industry Study In te r im Committee. Its duty is 
to study New Mexico's o i l and gas statutes, constitutional provisions, regulations, court decisions, 
and the policies and valuations used by the o i l and gas industry. The Committee is to make recom­
mendations to the Legislature on energy legislation. 

Administrative 

In October, the Commission entered Order No. R-5113 which amended Rules 104 B. 1(a) and 
104 C. 11(a) to include the Wolfcamp formation under the standard 320-acre gas spacing and wel l 
location requirements for Southeast New Mexico. These new spacing rules apply to development 
wells fo r defined gas pools in the Wolfcamp formation which were created and defined after Novem­
ber 1, 1975. 

In November, the Commission approved the application of Texas West Oi l and Gas Corpora­
tion f o r compulsory pooling of a 320-acre tract located within the boundaries of the Bell Lake Unit. 
Texas West had the operating rights to an undivided working interest which was not committed to the 
unit and proposed to d r i l l a wel l at an orthodox location f o r the development of this tract. Commis­
sion Order No. R-5039-B pooled the 320-acre spacing unit which included Texas West's 7/32 uncom­
mitted, undivided working interest and a 25/32 undivided working interest committed to the unit. 

In 1975, 258 cases were docketed before the Commission or its examiners including the 
f i r s t case f o r statutory unitization. The Commission issued 218 administrative orders. 
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J u d i c i a l 

The C o m m i s s i o n was i n v o l v e d i n no m a j o r c o u r t a c t i v i t y du r ing 1975. 

R e p o r t e r : W i l l i a m F . C a r r , G e n e r a l Counse l , O i l C o n s e r v a t i o n C o m m i s s i o n , Box 2088, 

Santa Fe , New M e x i c o 87501; M e m b e r , L e g a l C o m m i t t e e , I n t e r s t a t e O i l Compact 
C o m m i s s i o n . 

NEW Y O R K 

L e g i s l a t i v e 

Two amendments w e r e p roposed to the New Y o r k State O i l , Gas and Solu t ion M i n i n g L a w 
d u r i n g the 1975 l eg i s l a t i ve sess ion . Both w o u l d have extended r e g u l a t o r y a u t h o r i t y in to New Y o r k ' s 
" o l d f i e l d s " (those d i scovered p r i o r to October 1, 1963). One w o u l d have r e q u i r e d a p e r m i t f r o m 
the D e p a r t m e n t of E n v i r o n m e n t a l C o n s e r v a t i o n f o r a l l o i l , gas or s o l u t i o n sa l t m i n i n g w e l l s and the 
second w o u l d r e q u i r e the f i l i n g of a w e l l spacing plan f o r the development of o l d f i e l d a reas . A l ­
though ne i the r p roposa l was acted upon, the re is an au toma t i c r e i n t r o d u c t i o n p r o v i s i o n f o r both b i l l s 
f o r 1976. 

A d m i n i s t r a t i v e 

The Depar tmen t of E n v i r o n m e n t a l Conse rva t i on conducted two publ ic hear ings concern ing 
spacing in O r i s k a n y gas f i e l d s . Both w e r e amendments to e x i s t i n g spacing o r d e r s and r e su l t ed in 
m i n o r ad ju s tmen t s in the l oca t ion o r s ize of ex i s t i ng spacing u n i t s . 

J u d i c i a l 

T h e r e was no a c t i v i t y i n the New Y o r k State cou r t s d u r i n g 1975 r e g a r d i n g o i l and gas conser­
v a t i o n m a t t e r s . 

Repo r t e r : John J . Dragone t t i , Ch ie f , Bureau of M i n e r a l s , 50 Wolf Road, A l b a n y , New Y o r k 
12233; Associate O f f i c i a l Represen ta t ive , I n t e r s t a t e O i l Compact C o m m i s s i o n . 

N O R T H C A R O L I N A 

L e g i s l a t i v e 

The 1975 session of the N o r t h C a r o l i n a Genera l A s s e m b l y amended the O i l P o l l u t i o n C o n t r o l 
A c t of 1973 to p rov ide f o r the p e r m i t t i n g of o i l t e r m i n a l f a c i l i t i e s . " O i l T e r m i n a l F a c i l i t i e s " are 
def ined to inc lude a l l r e f i n e r i e s , o i l s torage f a c i l i t i e s , and o i l t r a n s p o r t o r p rocess ing f a c i l i t i e s that 
have a capac i ty of 500 ba r r e l s or m o r e . The Sec re t a ry of NER is r e spons ib le f o r developing ru l e s , 
regula t ions and a d m i n i s t r a t i v e p rocedures concern ing the s i t t i n g of o i l t e r m i n a l f a c i l i t i e s . 

A d m i n i s t r a t i v e 

D u r i n g the 1974-1975 f i s c a l yea r , the P e t r o l e u m D i v i s i o n i ssued one d r i l l i n g p e r m i t f o r a 
tes t w e l l i n Lee County, N o r t h C a r o l i n a . The w e l l was d r i l l e d in the Deep R i v e r T r i a s s i c Bas in and 
represen ts the f i r s t o i l and gas e x p l o r a t i o n a t t empt in the T r i a s s i c rocks of N o r t h C a r o l i n a . The 
w e l l was plugged and abandoned as a d r y w e l l on November 1, 1974. 

No d r i l l i n g p e r m i t s were issued d u r i n g the f i r s t ha l f of the 1975-1976 f i s c a l yea r . 

The r u l e s and regula t ions pe r t a in ing to the plugging and capping of abandoned o i l and gas 
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Summary of Tracts Eliminated from MLMU Unit Area 
As a Result of 

Statutory Unitization Order R-6447 
8/27/80 

A. Summary and Description of MLMU Tracts Eliminated: 

MLMU 
Tract 
No. 

Acreage 
Description 

No. 
of 

Acres 

Federal 
Lease 

No. 
Tract 

Operator 
Tract 

Location 

E/2 NE/4 Sec. 29 

T-23-S, R-37-E 
80.00 LC-030187 John H. Hendrix, Corp. Perimeter 

SW/4 NW/4 Sec. 28 

T-23-S, R-37-E 
40.00 LC-030187 Tom Brown Drilling Co. Perimeter 

9 NW/4, W/2 SE/4, E/2 SW/4 319.01 
Sec.3, T-24-S, R-37-E 

LC-032339(A) Carter Foundation Interior 
(Window) 

67 N/2 SW/4 Sec. 7 

T-24-S, R-37-E 

78.11 Fee King, Warren & Dye Interior 

(Window) 

78 SW/4 NE/4 Sec. 9 
~ I-24-S, H-3/-b 

40.00 Fee Burleson & Huff Perimeter 

82 SE/4 SE/4 Sec. 30 
T-23-S, R-37-E 

40.00 Fee ARCO Interior 
(Window) 

Total 597.12 

B. Number of MLMU Acres Eliminated: 

Unitization 

Voluntary 

Statutory 

NMOCD 
Case 
No. 

5086 

6987 

NMOCD 
Hearing Order 

Date No. 

10/31/73 

08/05/80 

R-4660 

R-6447 

Order 

Approved 

Unit 

Size 

11/16/73 

08/27/80 

9,923.68 W 

9,326.56 (2) 

No. of Acres Eliminated with Statutory Unitization Order R-6447 (3) 597.12 

(1) Exhibit "B" to Hearing Exhibit No. 1 (Unit Agreement), NMOCD Case No. 5086,10/31/73. 

(2) Hearing Exhibit No. 10-B (Second Revision of Exhibit "B" to Unit Agreement), NMOCD Case No. 6987,8/5/80. 

(3) Please refer to pages 25, 26 and 32 thru 38 of transcript of hearing, NMOCD Case No. 6987, 8/5780. 

SI*^.1RAC1SJUMNA1H)_FR0M_MIMU 



APPLICATION FOR STATUTORY UNITIZATION 
MYERS LANGLIE MATTIX UNIT AREA 

(Filed June 19,1980) 

Article 7 
Statutory Unitization Act Application of Getty Oil Company 

70-7-1. PurpoM of act. 
The legislature finds and determines that it is desirable and necessary under the 

circumstances and for the purposes hereinafter set out to authorize and provide for 
the unitized management, operation and further development of the oil and gas 
DroDerties to which the Statutory Unitization Act r70-7.1 to 70-7-21 NMSA 197A1 is 
applicable, to the end that greater ultimate recovery may be had therefrom, waste 
prevented, and correlative rights protected of all owners of mineral interests in each 
unitized area. It is the intention of the legislature that the Statutory Unitization Act 
apply to any type of operation that will substantially increase the recovery of oil above 
the amount that would be recovered by primary recovery alone and not to what the 
industry understands as exploratory units. 

Before the Oil Conservation Commission New Mexico Department of Energy and 
Minerals 

Application of Getty Oil Company for Approval of Statutory Unitization, Lea County, New 
Mexico, Case No. 6987 

70-7-5. Requisites of application for unitization. 
Any working interest owner may file an application with the division requesting an 
order for the unit ooeration of a pool or any part thereof. The application shall contain: 

Comes now, GETTY OIL COMPANY, by and through its undersigned attorneys and 
pursuant to the provisions of the Statutory Unitization Act (Sections 70-7-1 through 70-7-
21, N.M.S.A., 1978 Comp.) hereby applies to the New Mexico Oil Conservation 
Commission for an Order unitizing the Myers Langlie-Mattix Unit, Lea County, New 
Mexico, and in support of its application states: 

70-7-5. Requisites of application for unitization. 
Any working interest owner may file an application with the division requesting an 
order for the unit ooeration of a pool or any part thereof. The application shall contain: 

1. Getty Oil Company (Getty) is a Delaware corporation authorized to transact 
business in the State of New Mexico and is engaged in the business of, among other 
things, producing and selling oil and gas. 

A. a descriDtion of the proposed unit area and the vertical limits to be included 
therein with a map or plat thereof attached; 

2. The Proposed Unit Area for which this application is made consists of 9,360 acres, 
more or less, of Federal, State and Fee land in Lea County, New Mexico, and is more 
particularly described on Exhibit A attached hereto and incorporated herein by reference. 
Getty proposes to seek an order pursuant to the Statutory Unitization Act providing for 
unitized manaaement. operation and further deveiooment of the Proiect Area. A plat of 
the Project Area is attached hereto as Exhibit B and incorporated herein by reference. 

A. a descriDtion of the proposed unit area and the vertical limits to be included 
therein with a map or plat thereof attached; 

3. The vertical limits of the formation to be included within the DroDosed unit area 
means that interval which extends from a point 100 feet above the base of the Seven 
Rivers formation to the base of the Queen formation; said interval having been 
heretofore found to occur in the Texas Pacific Oil Company's Blinebry "B" No. 3 well 
(located 2310 feet from the west line and 330 feet from the north line of Section 34, 
Township 23 South, Range 37 East Lea County, New Mexico) at an indicated depth 
interval of 3168 feet to 3570 feet, as recorded on the Schlumberger Electrical log Run 
No. 1 taken December 26,1952, said log being measured from a derrick floor elevation 
of 3300 feet above sea level. 

B. a statement that the reservoir or portion thereof involved in the application has 
been reasonably defined by development; 

4. The portion of the reservoir involved in this application has been reasonably 
defined by development. 

C. a statement of the type of operations contemplated for the unit area; 5. The type of operations being conducted in this unit is secondary recovery by 
means of water flooding. 

D. a copy of a proposed plan of unitization which the applicant considers fair, 
reasonable and equitable; 

6. Attached to this application as Exhibit C and incorporated herein by reference is 
a copy of the proposed plan of statutory unitization which Getty considers fair, 
reasonable and equitable. 

E. a copy of a proposed operating plan covering the manner in which the unit will 
be supervised and managed and costs allocated and paid; and 

7. Attached to this application as Exhibit D and incorporated herein by reference is 
a copy of the proposed operating plan covering the manner in which the unit will be 
supervised and managed and costs allocated and paid. 

F. an allegation of the facts required to be found by the division under Section 70-
7-6 NMSA 1978. 

8. Getty further states: 

70-7-6. Matters to be found by the division precedent to Issuance of unitization 
order. 

A. After an application for unitization has been filed with the division and after 
notice and hearing, all in the form and manner and in accordance with the procedural 
requirements of the division, and prior to reaching a decision on the petition, the 
division shall determine whether or not each of the following conditions exists: 

(1) that the unitized management, operation and further development of the 
oil or gas pool or a portion thereof is reasonably necessary in order to effectively carry 
on pressure maintenance or secondary or tertiary recovery operations, to substantially 
increase the ultimate recovery of oil and gas from the pool or the unitized portion 
thereof; 

a. That the unitized management, operation and further development of the 
portion of the Langlie-Mattix pool which is the subject of this application is reasonably 
necessary in order to effectively carry on secondary recovery operations and to 
substantially increase the ultimate recovery of oil from the unitized portion thereof. 

(2) that one or more of the said unitized methods of operations as applied 
to such pool or portion thereof is feasible, will prevent waste and wiil result with 
reasonable probability in the increased recovery of substantially more oil and gas from 
the pool or unitized portion thereof than would otherwise be recovered; 

b. That unitized methods of operations applied to the portion of the 
Langlie-Mattix pool which is the subject of this application are feasible, will prevent waste 
and will result with reasonable probability in the increased recovery of substantially more 
oil from the unitized portion of the pool than would otherwise be recovered. 

(3) that the estimated additional costs, if any, of conducting such operations 
will not exceed the estimated value of the additional oil and gas so recovered plus a 
reasonable profit; 

c. That the estimated additional costs, if any, of conducting such operations will 
not exceed the estimated value of additional oil so recovered plus reasonable profit. 

(4) that such unitization and adoption of one or more of such unitized 
methods of operation will benefit the working interest owners and royalty owners of the 
oil and gas rights within the pool or portion thereof directly affected; 

d. That such unitization and adoption of urrfttzed methods of operation will 
benefit the working interest owners and the royalty owners of the oil and gas rights within 
the portion of the pool directly affected. 

(5) that the operator has made a good faith effort to secure voluntary 
i unitization within the pool or portion thereof directly affected; and 

e. That Getty Oil Company, as operator, has made a good faith effort to secure 
voluntary unitization within the portion of the pool affected by this application. 

(6) that the participation formula contained in the unitization agreement 
allocates the produced and saved unitized hydrocarbons to the separately owned 
tracts in the unit area on a fair, reasonable and equitable basis. 

f. That the participation formula contained in the unitization agreement allocates 
the produced and saved unitized hydrocarbons to the separately owned tracts in the unit 
area on a fair, reasonable and equitable basis. 

C. When the division determines that the preceding conditions exist, it shall make 
findinas to that effect and make an order creatine! the unit and Drovidina for the 
unitization and unitized operation of the pool or portion thereof described in the order, 
all upon such terms and conditions as may be shown by the evidence to be fair, 
reasonable, equitable and which are necessary or proper to protect and safeguard the 
respective rights and obligations of the working interest owners and royalty owners. 

9. Approval of the statutory unitization of the Myers Langlie-Mattix unit sought 
hereunder is in the interest of conservation, the prevention of waste and the protection 
of correlative rights. 

C. When the division determines that the preceding conditions exist, it shall make 
findinas to that effect and make an order creatine! the unit and Drovidina for the 
unitization and unitized operation of the pool or portion thereof described in the order, 
all upon such terms and conditions as may be shown by the evidence to be fair, 
reasonable, equitable and which are necessary or proper to protect and safeguard the 
respective rights and obligations of the working interest owners and royalty owners. 

WHEREFORE, Getty Oil Company respectfully requests that this application be set 
for hearing before the full Commission at the earliest practicable date and that the 
Commission enter its order granting this application. 


