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 May
23, 1997, which Motion to Dismiss in part stated:

...In 1986, Hartman obtained his 4.869074% working interest® 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
®) Texas Pacific Oil Company, Schmitz, Scott, et al.
in Unit Tract 29,
© 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
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working interest in the Myers Langlie Mattix Unit were not the subject of this
statutory unitization order....

...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.’...

’See 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.t (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% MILMU 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
MILMU ownership from Texas Pacific Oil Company, Herbert J. Schmitz or Guif 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) further
documents that all MI.MU 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 MLLMU 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 MLLMU 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

Dol —

Doyle Hartman

enclosures

rep/r
wpdocs\corresp.dh\mlmu.3

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

New Mexico Qil 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 CREEK BLVD . SUITE 730
DALLAS, TEXAS 75219

[214) 520-1800

(214} 520-0811 FAX

December 9, 1993

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

Attn: Mr. T. Kent Woolley, CPL
Senior Landman

Re: Purchase/Exchange Offer
Eumont Gas Pool Interval
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 is made to Texaco's letter to us of November 30, 1993
(copy enclosed), wherein Texaco gave notice of a preliminary
agreement being reached to transfer to Oxy its 24.32% working
interest ownership in the Myers Langlie Mattix Unit.

Reference is also made to our written proposals of June 9, 1993 and
July 20, 1993, and, to the various follow-up meetings and
conversations, pertaining to the trade to Oxy of our 4.869074%
interest in the Myers Langlie Mattix Unit plus our 50% net profits
interest corresponding to a .789843% working interest in the
Penrose Skelly "B" Waterflood Unit in exchange for Oxy's 100%
interest in the 160-acre State "N" Eumont Lease located in the SW/4
Section 2, T-22-S, R-36-E, Lea County, New Mexico.

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
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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.
will facilitate Oxy's task of drafting the necessary assignments,

from Doyle Hartman and Margaret M.

Skelly "B" Unit.

Very truly yours,

YLE HARTMAN, OIL OPERATOR

"

Doyle"Hartman

DNH: pdd
Enclosures

cC:

Mr. Donald Romine

Vice President - Western Region
Ooxy U.S.A., Inc.

#6 Desta Drive, Suite 6002
Midland, Texas 79705-5505

Mr. Robert Hunt

Operations Manager ~ Western Region

Ooxy 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

We believe these instruments

Hartman into Oxy,
Hartman's interest in the Myers Langlie Mattix Unit and Penrose
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TABLE OF ENCLOSURES
TO LETTER DATED 12-9-93 FROM
DOYLE HARTMAN, OIL OPERATOR TO OXY U.S.A., INC.

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

Accumulation of Current Hartman MLMU Ownership

Summary by Tract of Doyle Hartman, O0Oil Operator's Myers
Langlie Mattix Unit Ownership

Texaco Interoffice Memorandum dated 4-5-91 summarizing Doyle
Hartman, 0il Operator's Myers Langlie Mattix Unit Ownership

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

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

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

Assignment and Bill of Sale dated 3-20-85 from Gloria Bundy to
Doyle Hartman

Stipulation of Interest dated 2-2-86

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

Trustee's Mineral Deed dated 4-8-88 from James R. Adelman,
Trustee to Doyle Hartman
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T “Texaco Exploration and Production inc 500 N Loraine _ "POBox3t09 T T
Midland Producing Division Midland TX 79701 Midland TX 79702
November 30, 1993 0 A
WORKING INTEREST OWNERS
MYERS LANGLIE MATTIX UNIT
Lea County, New Mexico

Texaco Exploration and Production Inc. [TEPI] 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
Opersator of the Unit whea 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 will not tender its resignation as Operator of the Unit if the agreement

with OXY is not finalized. Call Jim H. Ohlms at [915] 688-2916 with any questions or
comments. :

Very truly yours,

L YA

R. J. Rowalt
Assistant Division Manager

JHO/srt

A l‘;‘)':\:' -
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A SUMMARY BY TRACT
OF DOYLE HARTMAN,

OIL OPERATOR'S

MYERS LANGLIE MATTIX UNIT OWNERSHIP

MLMU

TRACT HARTMAN MIMU OWNERSHIP FRACTION
NO. W1 NRI
19(1) 0.00443515 0.00327092
20 0.00055563 0.00037505
21 0.01095317 0.00739339
22 0.00711833 0.00524977
23 0.00110025 0.00082519
24 0.00108304 0.00081228
25 0.00163009 0.00122257
26 0.01208580 0.01057507
29(2) 0.00313807 0.00258891
12 0.00659121 0.00540685

TOTAL 0.04869074 0.0377200

(1) (2) For additional details pertaining to Hartman's interest

corresponding to MIMU Tracts 19 and 29, please refer to
Texaco's internal memo dated April 5,

Krautsch, Texas to R.

Colorado

RIGHTS TO BE ASSIGNED TO OXY CORRESPONDS

Midland,

1991 from F. M.

O'Dwyer,

TO ALL THE HARTMAN INTEREST AS TO THE UNITIZED INTERVAL IN

THE MLMU AND PENROSE SKELLY "8°
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Tedin:u
DATE: April 5, 1991
T0: Mr. F. M. Krautsch (JBW)

Midland, Texas

FROM: R. R. 0'Dwyer
Denver, Colorade

SUBJECT: 230830 - Myers Langlie Mattix Unft (TPI)

Lea Coupty, New Mexico
Doyle Hartman Working Interest

Doyle Hartman acquired 35.546875% of Sun‘s working interest in this unit. The
following 1s a breakdown of this acquisition by tract. '

Tract —IPF Sup W in Tract Hartman Unit Wl
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 .9171§ 50.0 .1630091
26 3.39996 100.0 1.2085795
29 : 1.02337 30.0 .1091328.
12 1.85423 100.0 .6591208
4,6643990

Sun ortgfnally had a 58.33334% working {nterest 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 fn Tract 29 acquired from
Gloria Bundy (former Herbert J. Schmitz interest) resulting in an additional
.204674% unit working interest.

RN SR G St
Hartman’s total working interest in the unit is 4.8690730% (4.6643990% from Sun
and .204674% from Bundy).

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

/1f3<fy<57;ﬁLa{;z¢s¢j/4:;zaac;_.,-»

RWL



SUMMARY BY TRACT OF
DOYLE HARTMAN, OIL OPERATOR'S
PENROSE SKELLY "B"™ UNIT OWNERSHIP

TRACT
SKELLY TrRACT UNIT UNIT
PeENROSE "B" W.I. PARTICIPATION WI
TrRACT NoO. (%) (%) (%)
17 22.59864 2.75874 .623438
18 29.81910 0.55805 .166405
TOTAL = eemeeee ceeecea .789843

NoTe: DovyLe HARTMAN, O1L 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 fract{onal share of the gross oifl, gas and other hydrocarbons produced

“ya—*he stnve described land above 3,800 feet owned by Assigoor is .303223.

TRACT 9 - CLIFT LEASE

All interest {n and to the following described oil snd gas leages:

(a)
)]

(c)

()

(e)

£)

(k)

(h)

011 and gas lease, dated July 6, 1936, from J. J. Van Zandc,
et ux, to Repollo Oil Company, recorded in Book 31, Page 106.

0il and gas lease, dated July 22, 1936, from C, B, Woolworth
to Repollo Oi1 Company, recorded {n Book 31, Page 157.

0il and gas lease, dated July 24, 1936, from Peerless Oil
and Gas Company to Repollo Oil Company, recorded in Book 31,
Psge 162,

O0{1 and gas lease, dated July 28, 1936, from Clinton Harrisomn
to Repollo Oil Company, recorded iam Book 31, Page 167,

Oil and gas lease, dated July 28, 1936, from William D,
darrison, et ux, to Repollo 0il Company, recorded imn Book 31,
Page 165,

0il and gas lease, dated November 23, 1936, from Ralph W,
Lefrwich, et al, to Repollo Oil Company, recorded in Book 31,
Page 5189,

011 and gas lease, dated July 1, 1946, from Amerada Petroleum
Corporation to Uscan Drilling Coampany, recorded in Book 61,

Page 636.

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

i

fosofar as said leases cover the following described land:

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

493 PALLAD VU iLVL WuUls/7uUlL/

PENROSE "B"

TRACT 17
TRACT 18

and insofar and only insofar ac said leasas &¢ to the SW/4 SE/4 and NE/4 SE/4 of
¢aid Section 8, cover all interest in the ofl, gas and other minerals dowm to the

depth of 3,700 feet and an undivided 3/4ths interest in the oil, gas and other

minerale from 3,700 feet to the depth of 4,000 feet, subject to overriding royalty
interests totaling 37/1024ths of all oil, gas and other minerals produced; and as
to the NW/4 SE/4 and SE/4 SE/4 and SU/4 of said Section 8, cover an undivided 3/4ths
interest in the oil, gas and other minerals dowvn to the depth of 4,000 feet, subject

to an overriding royalty foterest of 3/128ths of 7/8the of all the oil, gas and

other minerals produced; subject to the following:

Q)

That certoin agreement dated January 3, 1946, between
Repollo 01 Company and R, Olsen, as modified by agreement
dated May 27, 1946, and sgreement dated July 16, 1946,
and agreement dated November 21, 1947, all by and between
the same parties.

The fractional chare of the gross oil, gas and other hydrocarbons produced froa the
above described land above 3,700 feet owned by Assignor is as follous:

838867 as to the SW/4 SE/4 and NE/4 SE/4 of said Scction 8,
.635742) as to the NW/4 SE/4 and SE/&4 SE/4 sod SU/4 of said
Scction 8,

TRACT 10 - COWE LEASE -

All interest {n and to tha follouing doscribud lecasoc:



800k 434 ug 758

Prichard 01l Corporation, R, Olsen Oil Company and The

S S W-K Royalty Company, as parties. of the €{rar nart. and

Stanolind O{l and Cas Company, as party of the second part,
vherein there is reserved to Stanolind O{l and Gas Company
an ofl payment of $500,000,00 payable from an undivided
1/16th of the production, '

The fractional share of the gross oil, gas and other hydrocarbons produced froa
the above described land owned by Assignor 1s .7375, but subject to 51 net profits
resexrvation,

- ERS LEASE
TRACT 43 - COURTLAND MEY A MLMU

All operating rights under the
TRACT 26
Southwest Quarter (SW/4) of Section 5 end.the Southeast
Quarter (SE/) of Section 6, Township 24 South, Range
. 37 East, Les County, New Mexico,

said operating rights being created under and by virtue of that certain Operating
Agreement dated February 24, 1927, between Courtland Meyezs and Paul McCume, in-
sofar as sald Operating Agreement relates to the following described lease:

041l and Gas Leuse dsted July 1, 1557, issued in exchange
for & “b" lease, Lscsued by the Secretary of the Interior
of the United States to Anne Hughes Meyers and Firm

. Royalties, Inc,, said lesse bearing Serial No, New Mexico
037667, formerly a part of Serial No. Las Cruces 032450(b),

The fractional share of the gross ofl, gas and other hydrocarbons produced from
the sbove described land owned by Assignor i¢ .875.

IRACT 44 - MORRIS LEASE

An undivided one-half (1/2) interest ip and to the following described
oil and geas lease;

011 and Cas Lease dated July 29, 1937, being a ‘D" lease
bearing Serial No. Las Cruces 032510(b) issued to R,
Olsen 0il Compeny snd Anderson-Prichard Oil Corporation,

insofar as said lease covers the following described land:

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

subject to the following:

(1} Contract dated July 16, 1936, betveen Stanolind 011 and
Gas Company, a&& grantor, and Uscan 0il Company and
Anderson-Prichard Oil Corporation, as grantecs, which
pxovides, among other things, for the payment to? 3
Stanolind 0Ll and Gas Compamy of $500,000,00 payable
in installments equal to the gross proceeds of the sale,
disposal or utilization of 1/16th of the oil, casinghend
gas and other hydrocarbog substances praduced froam the
above described land and other lands, ss smended by
contract dated November 16, 1938 between Anderson-Prichard
011 Corporation, R, Olsen Oil Company snd The W-K Royalty
Company, as parties of the first part, and Stanolind 0Of1
and Cas Coampany, as party of the sccond part,

(2) An overrtding royalty incerest of 1/64th of the total
_productlon of o{l, gas and other minerale fn favor of
A, K. Barnes.

The fractional share of the gross oil, gac and other hydrocarbors producad fron
the above described land owvned by Aasipnor {s 3984375,
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Can Purchase Agrecment dated August 13, 1§51, betueen El Paso

-:tural Cas Sompany, as Buyer, and Olsen-Blount Drilling Co.,

as Seller,

'Cnsinghehd ‘Cas Contract dated Februvary 19, 1952, betvees
Olcen-Blount Drilling Co., as Seller, and El Paso Ratural
Gas Coapany, as Buyer,

The fraccional share of the groas ofl, gas tmd other hydrocarbonc produced from thn
above-described land owned by ulignn: is 77343750,

(¢

TRACT 7 - HOOGE LEASE

011 and gas lease dated September 14, 1948, by and batween Jeanie

- =L, - Bodges and busband, O, M. Hodges, as Lessors, and Cities Service 0{l Compeny,
as Lessea, zafd lease being recorded in Book 73, Pege 428 of the racords of Laa
County, New Mexfca, this intarest being subjccc, houvever, to tae terms and
obligations set out {in thar cartiin Assignment and Conveyance of Oil and Gas Lease
dated October 27, 1950, and recorded in Bock 91, Page 199 of the Les County rocords,
wherein there was reserved uato Clties Service Oil Company en overriding zoyslty..
of one-sixteenth of seven-eights (1/16 of 7/8) vhan the wells average 25 barrels
of oil or less per well per day, three-thirty-seconds of seven-efghts (3/32 of 7/8)
vhea the uells average more than 25 barrels but not mors than 40 barrels per wall
per day, onec-eighth of saven-eights (1/8 of 7/8) when the vells average more than
40 barrels of ofl per vell per dxy, and one-eighth of seven-cighths (1/8 of 7/8) of
all gas produced, and vherefn the interest assigned vasc limired to s depth of 4000
feet below tha surface;

(2)

0il1 and gas ‘lease dated October 23, 1950, by =ad betvesn The

Atlantic Refiming Company, a corporat{cn, Lessor, and R. Olsen, Lecsee, sald
lease being recorded inm Book 89, Paga 340 of the racords of Les County, Nav
Mexico, lessor rererving a royalty of tuenty-three one hundred twenty-e{ghths
(23/128) when the average productien per wall per day is not over 25 baryels,
fifcry-three two hundred £Lfty~sixths (53/256) vhen the aversge production per
vell per day 1s over 25 barrels but not over 40 barrels, fifteen-sixty-fourths
(15/64) when the average production per wcll per day is over 40 barrels, and
fifreen-sixty~fourths (15/64) of all gas, instcad of the regular 1/8 royslty,
seid oil and gas laase being limitad to & depth of 4000 feet below the surface;

said oll and gas leases together covering the follouing dascribed land, down to
a dep:h of 4000 faet belov the surface;

PUL BT, ‘U e vwoar

Northeast Quarter.,(HE/4) of Section 8 Township 24
South, Range 37 East, Les County, New Hexico;

the leasehold cstates created by above oil and gas leasac being further subject
to the folloving agreemcnts, to wit: :

«)

b)

<)

d)

)

£)

Letter Agrecment dated March 10, 1954, betweea Olsen-Blount 01il Co.
and El Paso Ratural Gas Company,

Gas?Purchase Agrocment dated Octobdr 6, 1951, as amended, betwean
Olsca-Blount 01l Co,., ac Sellar, snd El Paco Natural Gas Company,
as Purchaser,

Casfnghead Cas Contract dsted September 13, 1951, as amcnded,
betueen Olsen-Blount 0{1 Co., as Seller, ond El Paso Natural
Cas Company, as Buyer,

Letter Agrecment dated December 15, 1954, betweecan El Paso
Natural Cas Company and R, Olgen,

Letter Agrecment dated October S, 1954, betvean R, Olsen and
El Paso Natural Cas Compamy,

Cacinghead Gas Contract dated Harch 19, 1951, between R, Olcen,

as Seller, and El Peso Natural Gas Cocpany, as Buyer, as amanded,

The fractfonal share af the 3ross otl, gas and other hydrocarbons produzed from
za{d land abcove 4000 fect ovned by alclgnor 18 .765625.

Bo1s/017
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. n) Agreement dated October &, 1957, by and between El Paso
A A, Tl Natural Gos Company aud K, Olsen, - . <o :

0) Bill of Sale dated August 14, 1958 frowm Jal 0il Compsany, Inc
and R, Olcen to El Pasc Natural Gas Company, .

P) Lotter Agreecment dated August &, 1958 betveen El Pasc
Natural Gas Company and Jal 01l Company, Inc. and R, Olsenp,

@ Opersting Agreement dated Novcmber 19, 1958 between El
Paso Naturdl Cis Compeny, as operator, and Vestern
Petrolewm Company, Jal 0il Compasy, Iac., et ai, as non-
operators, covering the MI/4 Section 9 and SB/4 SW/&4 Sec-
tion 4-255-~-37E,

.... . T) Communitization Agreement dated Rovember 20, 1958 between
"ELl Paso Natural Gas Company, Westerm Petroleum Coupasy, et
al, creating & gas unit covering the NW/4 Sectiocn 9-25S-37E
and SE/4 SH/& Section 4-255-37E;

together vith all rights and/or obligarions of that certain Agreement dated Jaly 15,
1955, betueen Anderson-Prichard 01l Corporation and R, Olsen as to the undrilled,
uneatuned acteage deascribed as the . s

Northeast Quarter of the Southuest Quarter (NKE/4 SW/4)
and the Southeasc Quarter of the Southwvest Quarter
(SE/4 SU/4) of Section &-255-37E, Lea County, Hev
Hexico,

The fractional share of the gross ofl, casinghecad gas and other liquid hydrocacboas
produced from the above described Jand above 4000 feer, not communitized, ovned by
Assignar 1is ,5362S,

TRACT 24 - JACK LEASE

An updivided one~fifth (1/5) interest Lia and to the rights of Permittee under
sod by virtue of that certain Permit dated July 14, 1927, fssued by the Secretary of
tha Interior of the Uatted States to E. E. Jack, said Permit bearing Las Cruces Serial
No. 032326(b) 1insofsr as satid Permit covers rche

" Northuest Quarter (M/4) of Section 8, Township 24 South,
" "Range 37 East, Lea County, New Mexico, to a depth of 3700
feet belov the aurface of the unoil;

beilng the same undivided one-f1fth (1/5) Lnterest in and to the cperating rights
under the above described land which were assigned to R. Olsen undar and by vicrtue
of that certafn Partial Assignment dated Deceamber 1S, 1954, by and batween Hovard
Ho;m’;nd vife, Helen Hogan, Assiguors, and R, Olsen, 85 Assignee, relating to that
certs

0{l and gac mining lease dated Decexber 1,1857, Lssued by
the United States of America to Abaer M. Jack, et al, said
lease bearing Las Crucee Serial Wo. 0323Z6(b);

subject to the aforcmentioned inatruments and the folloving recervationc and/or agree-
ments, to-wit:

a) Drilling and Operating Agrecment dated Noveamber 1, 1527, by
and betwecea E. E. Jack, Ouner of Permit, and Marland Ofl
Company of Colorado, and the proportionste part of the 247
overriding royalty reserved therein,

b) Contract for Devolopment dated December 10, 1949, by and
betucen Continental OLl Coepany, Standard Of{l Company of
Texar, The Aclarzic Refinirg Compauny, aad Stenolind Oil and

- Gas Cowpony, Fitst Parties, and J. T, Paddleford, Sccond
Farty, and the proportionate part of cha 2§% overriding
royalty recesved tharedn,

¥j016/017
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€) Gas Purchase Agreement dated September 5, 1951, as amended,
- Rt AR by and between EL Paso Natural Gas Company, as Buyer, and
- Howard Hogaa, Herbert J. Schmitz, Harold S. Russell,
Charles T. Scott and P. D. Lortschar, as Sellers,

d) Casinghead Cas Contract dated October 11, 1851, by and
betuaen Howard Hogan, Harold §. Russell, Charles T. Scott,
Herbert J. Schuitr aad F, D, lortscher, ac Scllers, and
El Paso Natural Cas Company, &s Buyer, as amended,

e) Operating Agrecment dated January 16, 1551, between Foward
Hogan, ac Operstor, and Charles T. Scott, Barold S, Russell,
Herbare J. Schmite, and P, D. Lortscher, us Non-Operators,
as modif{ed by Hodifi{cation of Operating Agrecment dated
December 1S, 1954, batween R. Olsen, as Operstor, and the
Nou-Operators hereiu namad,

£) Agreement dated October 4, 1957, by and betwean E1 Faso
Natural Gas Compamy and R. Olsen.

The fracticnal share of the gross ofl, dry gas, casioghead gas aod other Iiquid
bydrocarbons produced from the above described lasd above 3700 feet owned by Assignor

ic .165. B

TRACT 25 - COVINGTON FEDERAL

0il and Cas Leace dated December 1, 1951, issued by the United States of
Amerfca to Gustave Ring, ssi{d lease bearing New Mexicoe Serial No, 06470, and cover-
ing the followving described land;

Lots 3 and 4, and the Northeast Quarter of che Southvest
Quartar (NE/4 SW/4) of Sectfoa 31, Township 25 Scuth,
Range 37 East, Lea County, New Mexico;

subject to the following reservacions and/or agreements, to-wit:

&) Oparating Agreemenc dated December 1, 1951, betveen
Custave Ring and Gea. S. Cohen,

b) Assignment of OL{1 and Gas Lease dated February 17, 1956,
from Jerry Covingtoo and wifs to the Olsen Ofls, Inc., aad
an overriding royalty interest reserved therein payable te
Jerry Covington of 1/16 of 7/8 below the depth of 3150
feet below the surfsce of the soll,

c) Casinghead Gas Contract datad May 15, 1952, as &meoded,
betveen Gustave Ring and Geo. S. Cohen, 2s Sellers, and El
Paso Natural Csg Company, as Buyer,

d) Cas Purchase Agreement dated July 12, 1954, as amended,
betueen Max George Schulze, as Scller, and Bl Paso Natural

Gas Company, as Buyer, e
v

The fractional share of the proec ofl, gas and other hydrocarbons produced froa the
above described land sbove 3150 feet ovned by Assignor is .875.

TRACT 25 - SAND HILLS UNIT

(1) 011 and gas lcasec dacted July 1, 1950, {ssucd by the United Scates of
America to Bertrand O. Baetz, saold lease bearing Las Cruces Serial No. 061142, fneofar
and only insofar ag gatd ol{l and pas leasc covers the folloving:

An undivided onc-sixrecenth (L/16) intercst in and to the
West Jalf (W/2) of Sectlon 29, an undivided one-thirty-second
(1/32) incterest in and to the Heat 3alf (W/2) of Section 21
and sa undivided onc-sixty-fourth (1/64) {nteresc in and to
the South :'alf of the Northuest Quarter (S/2 NMI/4) and South-
Eaet Quarter of the Northeast Quarter (SE/4 NE/&L) and South
Nalf (S/2) of Section 17, all i Township 26 South, Range 36
- tagr, Leca County, New Mexico.
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IQRENT AND CCNVEYARNCE

s,/ Assignrent and Conveyance dated
-«Q/&M (3., 1984, by and betw2n The Prudential
Insu:y’ba Canpany of America, a New Jersey Corporation, Prudential
Plaza? Newark, New Jerscy 07101' (herelnafter called *“Prudentlal®), and
Doyle Hartman, 500 North Main, Post Office Box 10426, Midland, Texas
79702 (hereinafter called "Hartman“)

e~

COVERS MLMU TRACTS
19, 20, 21, 22, 23, 24
25, 26, 29, AND 72

AND COVERS
NROSE SKELLY *B*
TRACTS 17 AND 18

HKITNESSETH:

WHEREAS, by that certain instrumant entitled “"Conveyance of
Oil and Gas Properties and Agrocament with respect thereto” dated Janu-
ary 20, 1961, (herein called the "Olsen-Texas Pacific Conveyance®) from
R. Olsen, Olsen Oils, Inc., a Delaware Corporation, and Jal 0il Carpany,
Inc., a New Mexico Corporation, as Assignors, to Texas Pacific Coal and
Gil Campany, a Texas Corporation (hereinafter called *Texas Pacific"}),
as Assignee, sald Assignors conveyed to Texas Pacific, anong other
things, the {intarests in the oill, gas and mineral leases, mimaral,
royalty, and overridirq royalty interests described {n the exhibits
attached to said instrument (herejinafter referred to as the "subject
interests”), a copy of such exhibits being attached hereto as Exhibit
*C", and made a part hereof by reference, excepting therefram and
reserving to said Asaignors four separate production payments (hereinaf-
tar and in said Olsen-Texas Pacific Conveyance called the “Paranouwit
Production Payment", the “Seccndary Production Payment®, the “Tertiary
Production Payment®, and tha “Quaternary Production Paynent™; and

WHEREAS, by that certain instrument entitled “Conveyance of
Paramount Production Payient® dated Jamuary 20, 1961, R. Olsen, Olsen
Oils, Inc., ard Jal Of1 Gpany, Inc. assigned to Prudential tho Para-
mount Production Payment crested under the Olsen-Texas Pacific Convey-
ance) and

WHEREAS, the recording data with respect to said Olsen-Texas
Pacific Conveyance and Paramount Production Payxent Conveyance is set
forth on Exhibit “A", attached hereto, and nade a part hereof, and
reference {s hereby made to the Olsen-Texas Pacific Conveyance and the
Conveyance of ths Paramount Production Paywrent, as they appear of
record, for a more camplete description of sald production payment, and
the right, title, interest, estate, remedies, powers and privileges
constituting and appertaining thereto and for all other purposes relat-
ing hereto; and

WHEREAS, by virtue of that certain {nstrument of conveyance
dated Novenber )}, 1963, as amended (hereinafter referred to as the
"Texas Pacific-Seagram Oonveyarce"), by and between Texas Pacific and
Joseph Seagram and Suns, Inc. consisting of Part I, being a conveyance
from Texas Pacific to Seagram of the subject interests, whereln there
was reserved and retained by Texas Pacific a production payient (there-
in referred to as the "Texas Pacific Production Payment”), and Part II,
being a conveyance from Texas pacific to Glanville Minerals Corporation
of such Texas Pacific Production Paynent, subject to the other produc-
tion paynents created in the Olsen-Texas Pacific Conveyanoe referred to
above, all as more particularly set forth and descriled in the Texas
Paci fic-Seayrams OConveyance; and

WHEREAS, by that certain instrument entitled “Conveyance of
Pavamount Productfion Payment and Reservation of Reserved Production
Payment and Conveyance of Net Profits Overriding Royalty" dated
April 1, 1966 (hereinaftor referred to as the "Prudential-Seagram
Qonveyance") by and between Prudential and Seagram, and wherein Pnuden-
tial conveyed the Paramount Production Payment to Seagram, and Seagram
conveyed to Prudential a Net Profits Overriding Royalty Interest cover-
ing the subject interest, all as more particularly set forth and de-
scribed in said Prudential-Seagrams Conveyance; ard

WHEREAS, the recording data with respect (o the Texas
Paci fic-Seagram Conveyance, and tha Prudential-Seagram Conveyance is set
forth on Exhiblt "B* attached hereto, and made a part hereof by refec-
ence; and

TUVNRLLAD Vil vt
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WHERZAS, Prudeatial deeires to tranefer, and Hartwan desires to
acquire cthe Net Proff{ts Overriding Royslty Interest created in the
Prudent{al-Seagras Conveyence, subject to the Cerms, covenants,
exceptions, and cond{tions herein contsined;

NOW THEREFORZ, {in consideration of Tan Dollare ($10.00) and other
good aad veluable coneidargtion to {t 1in hand paid by Hartmsn, the
receipt and eufficlency of wvhich are hereby acknovledged, Prudential,
by cthese presents does hereby bargain, sell, tranefar, coavey and
agsign to Hartman, bis heirs, personsl representatives, successors and
aseigne, said Net Profita Overriding Royalty 1Isterest, {acluding,
vithout limitation, all of the right, title and interest of any kind
vested in Prudestisl in the Wet Profits Overriding Royslty Interest,
by, or which Prudential nov has, or mey become entitled to under, or by
virtue of tha above described Agresments, together wvith all ofl, gae
and other minerals which are produced, which have sccrued, or shall
sccrue to estld Net Profite Overridfug Royslty Interest, subsequent to
the effective date hereof, sad the proceeds thereof. It {s further the
intent of Prudential and Rartman that Prudential {& coaveying herein any
and all fancerescs 1t msy have {n the Net Profite Overriding Royalcy
Interest insofar as the same covers the lasees and oil and gee
ianterests described on Exhibit "C" attached hereto, whether or not all
of the laads covered by said leases and oil and gas interescs are
specifically described oa Exhibit "C". PROVIDED, ROVEVIR, THERE IS
EXPRESSLY EXCEPTED AND IXCLUDED from this Ase¢ignment and Conveysoce
Tract No. S& shovn on Page 39 of Exhibit “C" designated ae the
"Winnioghes lesse™, and Trsct No. S shows on Psge Si of Exhtbiec "C*
designated as the “Waltou Lesse™, fusofar ae it covers the NW/4 Sectios
10, Block 26, PSL Survey, Vinkler County, Texas, and Prudential
specifically excepts and reserves all right, ticle snd {nterest ft may
ovn therein,

TO HAVE AND TO ROLD eaid Net Profits Overriding Royalty Interest
covering the subject {ipterests, together with said rights, titles,
povers, intetests and other matters, unto Hartman, his heirs, personal
representatives, succeesors and assigns, forever, subject only to the
terms, conditions, reservations, exceptions and exclusions vhich are
set forth hereln,.

Other Provisions

A Subject to the further terus and provisions hereof, it is
hereby expressly agreed and understood that 1t $s the incent of the
parties that Prudential herein conveys, snd Hartsman herein acquires and
accepts, without limitatfon, all powers, privileges, expressed and/or
implied warranties, causes of action, choses im action, rights snd
privileges sttributsble to actions of State and Pederel adminiatrative
agencies and other rights vhich have nov sccrued, or may at some time
{n the future sccrue to Prudentiel, or any of 1ts predecessors 1a
title, by virtue of all of the above described conveysnces and
agreements. It 4s further agreed that Hartman may litigate or cause to
be litigated any cause of actfon nov sccrued, or at sose time in the
future accruing to Hartmen which srises out of, results from, or
relates to facts, circumstences, or trsnsactions which have occurred
prior o, o©r occur subsequent to the ‘effective date hereof,
irrespective of vhether the parties have knowledge of such prior facts,
circumstances, or transsctions ss of the effective date, Provided,
hovever, that to the extent Prudential 1s, or way be « party to any
proceeding or suit arfeing out of, resulting from, or relating to {ts
ovaership of the interests coaveyed heredby, Prudent{al ehall have the
right to participate therein with counsel of 1te own selection,
provided, hovever, nefither party may settle such clafm or proceeding
except upoo the mutusl agreesent of the parties that such settlesent
shall not jeopsrdize or compromise the rights of the non-eettling party.

B. Prudential and Hartmen specifically hereby covenant and agres
that the terms of thie instrument of conveyance shall be subject to all
of the terms, covenants snd conditions of the Prudential-Sesgrams
Conveyance, 1insofatr es 4t covers and affects the ri{ghts and
relationships of Prudent{al and Hartman herein, snd the terms and
conditions of euch Conveyance are {ncorporsted herefin be reference.

~ v
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C. Prudential covenants and warrants that it has the legal
right and authority to grant, bargain, eell, convey, assign, transfer,
set over and deliver sald Net Profits Overriding FRoyalty Interest, and

D all of the rights, titles, interests, estates, remedies, powers and
(N privileges appurtenant or incldent thereto. This conveyance is executed
[ without warranty of any kind, except that Prudential hereby binds {tself
and {ts suocessors and assigns Lo warrant and forever defend said Net
w2 Profite Overriding Royalty Interest and 2ll of the rights, titles,
= interests, estates, remedies, powers and privileges appurtenant or
incident thercto onto its successors and assigns, against every person
"@”whamoever lawfully claiming or to olaim the sam or any part thereof
e by, through or under Prudential, but not otherwise, subject to the
‘T provisions hereof. PROVIDED, however, Hartman shall be fully subrogated
to the rights of Prudential under any covanants or warranties of title
&S mode by Prudential's predecessors in title, to the extent transferrable.
S PROVIDED, further, however, this limited or special warranty {s in all
respects subject to (1) those tracts specifically excepted above from
this Assigment and Conveyancs; (2) any actions taken with respect to
the subject interests by the ownar(s) thereof in the ordinary course of
buainess with the aocquiescence and/or consent of Prudential, which
occurred rore than six (6) smonths prior to the effective date hereof;
(3} those agreements, contracts, instrurents, overriding royalties,
production payments, and other matters specifically set out in Bxhibit
*C* as burdening the subject Interests, and any amendments thereto
{provided, however, that any referenced such agreaments or other ingstru-
rents shall not be deemad to constitute recognition by the parties that
any such agreement or other instrnument is valid, except to the extent
that the agreement or other instrurent is presently in force or effect),
and (4) any valid and subsisting instrument of record affectirg the
subject interests.

O. References in certain of the descriptions ocontained in
Exhibit *C* to the fractional gross production to which any party is
entitled to receive, net revenu: interest f{or words of similar import),
the fractional expenses to which any party is to pay for, a working
interast (or words of similar import), are not to be oconstrued as a
representation or warranty of any kind or character, and sghall not
enlarge or diminish i{n any manner tha interest conveyed hereby,

E. Prudential agress to hold Hartman hamless fras, and to
indamify 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 cxude oil produced fram the subject interests, prior to
the effective date of this conveyance, which is in violation of any
Federal or State natural gas wollhead or crude oil pricing statutes or
regulations now in effect, or which may have been effective in the past.

F. Prudential and Hartman agree to execute and deliver all
additicnal {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 ocorrect or
more fully describe and i{dentify the properties and interests herein
interded to be conveyed, or such instrurents as may be required by the
appropriate govermmental agencies having jurisdiction over such State
ard Federal lands as are covered by the subject interests.

G. Any and all notices, requests, damands, reports or other
instruments at any time required or permitted to be given or furnished
under the terms of this agreament shall be deemed sufficiently given or
furnished or served if in writing, and delivered to such party or any
officer thereof or deposited in the United States mail in a sealed
envelope, reyistered or curtified, with sufficient postage prepaid,
actklressed to such party at its address stated atove, or such other
address as the party to be addressed shall have designated by written
notica.

H. The terms, covenants and conditions contained bherein shall
be dearad to ba ocovenants running with the lands covered by the subject
interest, and all such provisions herein shall inure to ths berefit of
and be bindi.ng upon the respective successors and assigns of Prudential
and Hartman, and all references herein to Prudential or Hartman shall
i{nclude their respective heirs, personal rupresentatives, suocessors and
assigns,

d1004/017
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IN WITNESS WHGRECF, the parties hereto have caused tids
instnment to be duly executed on the date first abowve written but
effective at the respsctive locations of the subject interests as of
12101 a.m. September 1, 1984, in saveral counterparts (one of which with
all che property descriptions included in Exhibit "C* {s on file at the
offioe of Prudential, one of which with all of said proparty descrip—
tions fs on file at the offics of Hartman and one of which with all of
said property descriptions is to be recorded in Lea County, New Mexico),
each of which counterparts is an original and all of which are {denti-

s-cal, except that, to facllitate recordation or filing in counties other
than Lea County, New Maxico, there are amitted from certain counterparts
those property descriptions in Bdibit *C" which oontain specific
descriptions of property located in recording or filing jurisdictions
other than the juriediction in which the particular counterpart is to be
recorded. Each of tha counterparts hereof so executed shall for all
purposes be doened to bs an original, and all of such coumnterparts shall
together constitute but one and the same instrurent.

IZL palz] bg'ﬁ %008

THE PRUDENTIAL INSURANCE
OOMPANY COF AMERICA

'-Ql Tangnnt R ;?‘

‘“,
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BE IT REMBBERED THAT, I,/jc/éz:/(7 7 }7(}4/(97{9;&'.

a Notary Public duly qualified, comdésioned, sworn and acting in amd
for the State and County aforesaid and residing in such State and
Qounty, and being authorized in such_State and County to take acknowl-
edgements, hareby certify that on =&l 13 /987

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

j7‘7//éfk/;j//) /}/j?-r'd’/'d , Vice President, and

4:.' Qe & , Assistant Secretary of
THE "PRUDENTIAL INSURANCE OCMPANY OF AMERICA, a New Jersey

Corporatjion;

NEW MEXTCO  The foregoing instrurent was acknowledyed before we this
date by each such person, the designated officer of the

corporation specified opposite his name, on behalf of such
corporation.

QKLASOMA Before me personally appeared each such person, to me
knoawm to ba the {dentical person who subscribed the name
of the naker thoreof to the - foregoing instnment as the
d2signated officer of the corporation specified opposite
his name, and acknowledged to mc that he exccuted the sane
as Wls free ard wvoluntary act and desd, and as tha free
and voluntary act and deed of such corporation, for the
uses and purposes therein set forth.

TEXAS Before ne this day personally appsared each such person,
personally known to me o be the person whose name is
subscribed to the foregoing instrwnent as tho designated
officer of the oorporation specified opgosite his nare,
and personally luown to ma to be such officer of such
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corporation, and acknowledged to me that he executed such
instrutent in the capacity therein stated for the purposes
ISk and oonsiderat{on therein expressed, for and on belalf of
BOOK 434 ruce 722 and as the act and deed of such carporation.

IN WITNESS WHERECF, I have hereunto t my hand and official
Seal in the City of  LMpli,M 1 ' ff.r/ County,
/V«L:U/ AT on the day . R—yeas rst wiitten.
7 s /

Mwapmmlsswn Expires July 25, 1989

print name

1...

e T,
;‘Srmce Tf'xas S
& §
2 oamor m;dlo,ﬂc\ $
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T ia no_puy Public duly qualified, comidssloned, sworn and actirg in and
—tor ,the State ‘and:County aforesaid and residing in such State and
/County, and being authox'lzed in such State and County to take acknowl-
«edgenents, henby certify that on Sepremloer 14, ;1G8 s

7, :' ,‘

1, v h pe.rsomlly appeared before me the following person, and
krwd‘tﬁﬁe to be such person, such person being a party to the forego-
ing {nstrument:

‘l

ca

u\‘""'"'" ' "f'o

2,
'

Doyle Hartman

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

CKLAHOMA Before me personally appeared Doyle llartman, to me known
to ba the identical person wto subscribed the nam: of the
maker thereof to the foregoing instrument , and acknowl-
edged to me that he exscuted the same as his free and
voluntary act and deed, for the uses and purposes therein
set forth.

TEXAS Before me 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 ma that he executed such Instrurent in the capacity
therein stated for ths purposes and oconsideration therein
expressed.

IN WIINESS WERECF, I have hereunto set my hand and official
Seal in the City of ™mdiand . m}.g)g %vd County,
State of TexA s on tha day year firet a written,

%ﬁb ic, State of

) print name
My Camission Explres:

MICHELLE HEMZEREZ, Wetary Fublic
My Cosmaiuuica Explres October 25, 1985
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Attached to Assignment and Conveyance
dated Seprecmbe~ 13, 1984
by and between The Prudential
Insurance Cawpany of America and
Doyle Hartman

Recording Schedule for Conveyance of 0Oil and Gas
Properties and Agreement with Respect Thereto

dated 1/20/61 from R. Olsen et al to Texas
Pacific Coal & 0il Campany

State
County/Parish Volure Page

New Mexico
) 7-7 SR L § SOy 3 §

Texas -

Liberty. v cuicieceseencocssessd23iiienecncnannsanassa207
Clay..ceoseasvessccrvessasas22licenn.e. ciesananane 489
ECtOr..civveeeacaesnan PRSI ¥ | ; S 7 ¥ 4
Winkler.cveeicescceneaneseael?Ziuiecienecnnneea. 282
COChEAN. . vevaveasaancarcsaes TBiseceescaceaneessea28l

Cklahoma
Okfuskee........ PR £ J P 11
0 SF.1 7' " VAR R ¥ 1 TP RS § §
KaYetoenooorcooccccsascasesebliceceancesceancaans257

Recording Schedule for Conveyance of
Paramount Production Payment
dated 1/20/61 fram R. Olsen et al
to the Prudential Insurance Company of America

State
County/Parish Volume Page

New Mexico
D 77 VAR .- JU PP X £

Texas
PN X SN 1 L |
Clay.coeecesacesacanaasacase22Ziversocncsasconases 22
ECtOr.ccceneannccncasnccaaaed/Biccrcscnnronsosasss309
Winkler.ooveneenveosennceesal?2ieniinennaaiianasl 399

S | ¥ ZS Y 31

Cochran..ceieseseeececsocscee 79eucnrennrsncnnneses 1

Cklahama
OKEUSKEE. cuevacreneenoacnsnas__sesesroacesossacane_
OK1ANCIMA . s evavcaraccansoase@9760cnccreanscsacacsadd

l(ay........-..-.-..........- R R R R R R R R R X

4

443 DALLAS OFFLCE
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Exhibit B
800k 434 nee 724
Attached to Assignment and Conveyance
dated Seprember (3 . 1984
by and between The Prudential
Insurance Cawpany of America and
Doyle Hartman

Recording Sehedule for Conveyance dated
11/1/63 from Texas Pacific Coal
" and Oil Carpany to Joseph E. Seagram

& Sons, Inc.
State
County/Parish Volume Page
New Mexico
lea..... Ty 10 X PP 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
D . 1 | PO esceenana 778
Texas
Liberty..ceseenessannss Gesess___seemsssccacnerecane S
Clay..eieeresanenccaonanns Cee___esteecsssarsiseans .
BCtO.seeeenronannann ceeeeaas 520 0ccnanccncnanas eee 17
WinKler.eoeeoencsenesassessee  csesensane vesoveoan__
Lo L S 1 7 J S NP &
Cklahama
m.o..c--..'.-!.l...!‘. (EEXEEERERNENENERENNENRJNEN]
CKLANOMA. e evvensnasoranacans__esessasccanns cenene__
Kay........ reseetseeasnnessss__ eevesesavesaainacee

+++ DALLAS Urr ot

] 008/017
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Exhibit C

Attached to Assignment and Conveyance dated

September— 13 , 1984 by and

between The Prudential Insurance Company
- of America and Doyle Hartman

The word "Assignor" as used in this Exhibit C means the owner of the
working interest or operating rights under the oil and gas leases and
operating agreements. Unless explicitly stated otherwise the recording
references used herein are to the Public Records of the County and State
where the tract described 1iea. All limitations of depth herein referred

to are measured from the surface of the tract described. The fractional .
share of production allocated to each scheduled tract is the net fraction

of the total oil, gas and other minerals to be produced from such tract
vhich was owned by the Assignor immediacely 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.

® % K % *« * & & &

A-2

NEW MEXTICO

R A P A TESELRIE

ALl interest in and to the following described oil and gas leases:

(a) 011 and gas lease, dated May 10, 1946, froa Charles
Bates, et al, to R. Olsen, recorded im Book 61,

290.

() 041 and gas lease, dated August 2, 19447 from W. M. Beauchamp,
as specisl guardian of James Ray Bpfes, a minor, to R, Olsen,

~ recorded in Book 61, Fage 485.
{c) Oil and gas lease, date
Dumracse, s widow, t
Book 65, Page 34,

Gne 9, 1947, from Catherine L,
scan Drilling Company, recorded in

insofar as said leases cgw€r the follouing described land:

€st Quarter of the Southcast Quarter (SW/4 SE/4) of
tion 18, Township 24 South, Range 37 East, Leaz County,
icw Mexico,

to the follouwing:

(1) Overzi{ding royalty iatcrect aggregating 53/672ths of 7/8ths

el

PETTEePTRTTETTI T EETTTTT R e prvvawead
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(2) Communitization Agrccment, dated October 7, 1957, recorded
{n Book 133 at Page 155 of the Miscellaneous Records, by
and between R, Olsen Oil Company and the Southerm
California Petroleum Corporation, whereby the above
described land was made a part of a unit consisting of the
SE/4 of said Section 18, for the production of gas only.

The fractional share of the gross gas produced from the above described land ouned
by Assignor is .2536621 and, as unitized, {s ,18841552.

TRACT 4 - BLINEBRY "A" LEASE

All interest in and to oil and gas exchange lea;e dated April 1, 1959, issued
by the United States of Americs to Olsen Oils, Iuoc.,, said lease beariog Serial No.
Las Cruces 060825(a), insofar as said lease covers the following described land;

The North Half of the Southwest (uarter (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

Hexd,

e TRACT 20, 21, 22

subject to the following: °

(1) Operating Agreement dated March 1, 1927, between Eva E. Blinebry
and bugband, A. R, 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
oil when the daily average of production is more than 60
barrels during any calendar month; 3/32ands of the oil when the
daily average of production is more than 40 barrels but not
more than 60 barrels during any calendar month; 1/16th of the
o0il when the dafly average of production is 40 barrels or less
during any calendar month, and 1/8th of all gas produced, with
Tespect to the N/2 SW/4& of said Section 29,

(3) Agreement, dated December 11, 1939, bdetween The Texas Company
and R, Olsen, as smended 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 Toxas Company
of 1/8th of the oil and casinghead gas produced, and 1/16th of
;.he dry gas produced, with respect to the N/2 of said Section
°‘

(4) Agrcement, dated August 14, 1940, betueen El Paso Natural Gas
Company and R, Olsen, as modified by Agreement dated February 1,
1943, betueen Uscan Drilling Company and El Paso NHatural Cas
Company, which provides, among other things, that El Paso
Natural GCas Company may purchase and thereafter oun and operate,
wels capable of producing dry gas only, said hgreenents cover-
ing the N/2 of said Scction 30,

(5) Pooling Agre'lcnent. dated May 17, 1954, betueen R. Olgen 01l
Company and Anderson-Prichard Ol Corporatfon, with respect to
gac as to the entire SW/4 of satd Section 29.

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

The fractfonal share of the gross ofl, cacinghead gas and other l1quid hyirocarbons
produced from the above described land owned by Assignor is .675. The froctional
share of the grocs gas prcduced from the N/2 SW/4 of said Scction 29, as pooled,
ovuned by Assignor is .50625.
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TRACT 5 - BLINELRY "'B'" LEASE
sook 434 ne 728
An undivided ocae-half (1/2) intercst in and to

(a) O0il and gas exchange lease, dated Jonuary 1, 1960, issuved by
the United States of America to Olscn Oils, Inc., and Western
Natural Cas Company, said lease bearing Serial No, Las Cruces
065722, insofur as said leassc covers B

The South Half of the Southwest Quarter (S/2 SW/4) of MLMU
Section 34, Township 23 South, Range 37 East, Lea
County, New Mexico, TRACT 25

and all interest in end to
) (s) 011 and gas exchange lease dated January 1, 1960, issued by
’ the Unitéd States of America to Olsen Oils, Inc., said lease
bearing Scrial No. Las Cruces 060825(b), insofar as seid
lease covers :

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

» Rang s tY, ’ TRACT 23

subject to the following: TRACT 24

(1) Operating Agreement dated March 1, 1927, between Cva E.
Blinebry and husband, A. K. Blinebry, as permitctees, and
Texas Production Co., a&s operator.

(2) Agreement, dated December 11, 1939, between The Texas Company
and R, Olsen, as amended by Agreemeat dated August 29, 1940,
snd by Modification Agreement dated February 3, 1541, and
Agreement dated May 26, 1941, providing, among other things,
for an overriding royalty intercst in favor of The Texas
Company of 1/8th on oil and casinghead gas and 1/8¢h on dry
gas.

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

The fractional share of the gross oil,cesinghead gas and other liquid hydrocarbous
produced from the S/2 SW/4 of said Sectionm 34, owned by Assignor is .375, and the
fractional chare of the gross oil, casinghead gas and other liguid hydrocarbons
produced frow the 1/2 SY/4 and ifi/4 of s3id Section 34 i3 .75,

2 TRACT 6 - EVA BLINEBRY LEASE

An undivided onc-half (1/2) interest in and to oll and gas exchange lease
dated April 1, 1959, fssued by the United States of America to Olsea Olls, Inc. and
Anderson-Prichard 0{1 Corporation, said lcase bearing Serial No. Las Cruces 060824,
insofar as said oil and gas lease covers the folloving described land:

The South Half of the Southwest Quarter (S/2 SW/4) of : MLMU
Sectfion 29, Township 23 South, Range 37 East, Lca County,
New Mexico, CT 19

subject to the following:

(1) Operating Azrcement dated March 1, 1927, between Eva E. Blinch.w
and husband, A, H. Blincbry, as pcermittces, and Texas Production
Co., as operator, . :

(2) Agrcement dated October 31, 1938, betwcen The Texas Company and
R. Olscn, providinz, amoang other thinge, for an overriding
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royalty intercst in favor of The Texas Company of 1/8th of
the o1l when a daily average of production is more than 60
barrels during any calendar month; 3/32nds of the oil when
the dafly average production i¢ more than 40 barrels but not
more than 60 barrels during any calendar month; 1/16th of
the oll vhen the daily average of production is 40 barrels
or less during any calendar wmonth and 1/8th of all gas pro-
duced,

~(3) 7%% permittee's overriding royalty to Eva E, Blinebry and
A. R, Blinebry, her husbaad and assigns,

(4) Pooling Agreement, dated May 17, 1954, between R, Olsen
0i1 Company and Anderson-Prichard 0Ll Corporatica, with
respect as to gas as to the eatire SW/4 of said Section 29,

The fractional share of the gross ofl, casinghead gas and other liquid hydrocarbons
produced from the above described land owned by Assignor is .3375.

TRACT 7 - BOYD LEASE

All interest in and to ofl and gas lease, dated May 30, 1926, from Mary J.
Boyd, et al, to Chas. T, Bates, recorded in Book &, Page 265, insofar as said lease
covers the following described land:

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

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

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

(2) Agreement dated Hovember 1, 1945, by and between
Repollo 0il Company and R. Olsea,

The fractional share of the gross oil, gas and other hydrocarbons produced from the
above described land ouned by Assignor L{s .765625.

TRACT 8 - CALLEY LEASE

All finterest in and to the following described oil ané gas leases:

(¢) Ofl and gas lease dated August 31, 1948, frow Peerless
0il and Gas Compsny to R. Olsen 0i{l Company, recordecd {a
Book 72, Page 502, _—

(b) O4Ll and gas lease dated June 29, 1948, from L., J. Calley,
et ux, to R, Olsen 04l Cowpany, recorded in Book 70,
Page 129, ? ?

insofar as said leascs cover the following described land:

East Half of the Northcast Quarter (E/2 NE/4) of
Section 7, Township 25 South, Range 37 East, Les
County, Mew dexico,

and {ncofar and only insofar as said lecases cover an undivided 3/Bths intereel in
the of{l, gas and other wminerals to a depth of 50 feet below total depth o the first
well drilled or to 3800 fect, whichever Ls the lesser depth, and beding subject to
excess royalty and overriding royalty fnterest totaling 51/2048ths of &ll oil, gas
and other mincrals produced; and covering an undivided 5/16ths interest in tLhe oil,
gas and other mincrals from the atove meationed dapth to & depth of 6,000 fec:,

and beinp subject to an overriding royalty interest totaling 35/204Bths of cll the
oil, gas and otner wincrals produced,
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STIPULATION OF INTEREST

THIS STIPULATION OF INTEREST (this “Stipulation") dated

JHNUAQV r . 1986, effective as of the Effective Time (as
hereinafter defined), is by and between:

DOYLE HARTHMAN and wife,
MARGALET M. HARTMAN

R Pout Office Box 10426
Midland, Texas 79702

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

JAMES E. BURR and wife

COVERS MLMU TRACTS 3503 Enerson Drive
19, 20, 21, 22, 23, 24, Midland, Texas 79705

25, 26, 29, AND 72 JACK FLETCHER and wife

DELPHIA FLETCHER
Post Office Box 108%7

AND COVERS Midland, Texas 79702
PENROSE SKELLY 8" Izlg';'l; !sllg':‘:‘ON, a single woman
TRACTS 17 AND 18 Midland, Texas 79705

LAKKY A, NERMYR, a single man
2438 vwhitmire Blvd.

Apartment 9-E

HMidland, Texas 79705

JOHN H. HENDKIX CORPORATION
§25 Midland Tower Building
nidland, Texas 79701

MICHAEL L. KLEIN, Individually and
as 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 collectively as the “Parties";

WITNESSETH:

WHEREAS, pursuant to that certain Instrument of Convey-

ance dated January 2, 1986, recorded as set forth on Exhibit *A"
attached hercto and made a part hereof (hereinafter referred to
as the “Sun-Hartman Conveyance") Sun Exploration and Production
Company, on itg 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 all of
its interest in the oil and gas leases and mineral, royalty and
overriding royalty interests therein described (the “"Subject
Interests®); and

WHEREAS, John H. Hendrix Corporation and Michael ‘L.

Klein have transferred to Ronnie H. Westbrook a portion of, their..:

interest in 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 of record;

WHEREAS, the true current ownership of the Subject
Interests is as set forth in Exhibit "B" attached hereto and made
a part hercof, 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
herecto, their respective heirs, personal representatives, succes-
sors, and assigns, such interests in the Subject Interests, as

will vest in each of the Partjies those interests shown on Exhibit
“B*.

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

This Assignment is made and accepted subject to the
following provisions:

A. The respective interaests in and to the Subject
Interests to which each of the Parties is entitled are reflected
on Exhibit "B" on a lease-by-lezse basis, indicating the applica-
ble percentage interest to whicn each of the Parties is entitled
in and to the Subject Interests insofar as it pertains to certain
oil and gas leases oxr 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 all 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
releagsed, 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 al by Sun Exploration and Production Compary 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
all of the rights, titles and interests of any kind appurtenant
to the Subject Interests that were transferred pursuant to the
Sun-Hartman 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 thecrein, and all oil, 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 all 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

title, under or by virtue of the Sun-Hartman Conveyance or any
instrument referred to therein.

C. This Assignment shall be subject to all 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,

-7 -

(PPN



sk 467 e 610

set over and deliver cach to the other the appropriate interests
in and to said Subject Interests sat forth on Exhibit “B" and all
of the rights, titles, intecrests, estates, remedies, powers and
privileges appurtenang.di incident thereto. This Stipulation is
executed without warranty of title, express or implied, except
that each of the Parties hereby bind themselves, and their heirs
and personal representatives, to warrant and forever defend said
Subject Interests and the rights, titles, interests, estates,
remedies, powers and privileges appurtecnant or incident thereto
unto the other Parties, their 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. Keferences in certain of the descriptions con-
tained in Exhibit "B" to the fractional gross production to which
any party is entitled to receive, net revenue intercst (or words
of similar import), the fractional expenses to which any party is
to pay for, a working interest (or words of similar impcrt), are
not to be construed as a representation or warranty of any kind
or character, and shall not enlarge or diminish in any manner the
interests conveyed hereby.

F. The Parties agree to execute and deliver all addi-
tional instruments as may be necessary or cppropriate to effec-
tuate fully the terms and conditions hereof, including but not
limited to 3such other and additional instruments as may be
necessary to correct or more fully describe and identify the
properties and interests herein intended to be conveyad, or such
instruments as may be required by the appropriate governmental
agencies having jurisdiction over such State and Federal lands as
may be atfected by the Subject Interests.

G. Any and all notices, requecsts, demands, reports or
other instruments &t any time required or permitted to be given
or furnished under the terms of this agreement or tha Sun-Hartman
Conveyance, shall be deemed sufficiently given or furnished or
served if in writing, and delivercd to such party or any officer
thereof or deposited in the United States mail in & scaled
envelope, registered or certified, with sufficient pcstage
prepaid, addressed to such party at its address stated above, or
such other address as the party to be uddressed shall have
designated by written notice.

H. The terms, covenants and conditions contained
herein shall be deemed to be covenants running with the lands
covered by the Subject Interests, and all such provisions herein
shall inure to the benefit of and be binding upon the respective

heirs, personal representatives, successors and assigns or the
Parties.

I. This Stipulation of Interest affects certain 0il
and Gas leases issucd by the State of New Mexico, and as to such
leases, shall be construed as a “Contract for Development"

pursuant to §19-10-13 NMSA [1978] and not as an assignment of
record title of such leases.

IN WITNESS WHEREOF, the parties hereto have caused this
instrument to be duly executed on the 2nd day of January, 1986,
and effective at the respective locations of the Subject Inter-
ests as of 12:01 a.m., January 2, 1986 (the "Effective Time")}, in
suveral counterparts (one of which with all the property de-
scriptions included in Exhibit "“B" is to be recorded in Lea
County, New Mexico), each orf which counterparts is an original
and all of which are identical, except that, to facilitate
recordation or filing in counties other than Lea County, New
Mexico, there are omitted property descriptions in Exhibit *B"
which contain specific descriptions of property located in
recording or filing jurisdictions other than the jurisdiction in
which the particular counterpart is to be recorded. Each of the
counterparts hereof so executed ghall for all purposes be deewmed
to be an original, and all of such counterparts shall together
constitute but one and the same instrument.

-3 -
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Doyle Hartman

///M,“u X [ 7{/12;1 A)

1a?9a et M. Hartman, his wife

\
¥4 . 3 /
M\)'J-AL-'LJ—VM;'Z\/»/
129gs A. Davidson, a single man

/ﬁlvgytﬁaz' ;i AﬁZAJV\_— :

Jamgs E. Burr

&R

avbta F. Burr, his wife

Delpi/aa Fletcher, his wife

g&é /fz?:;,

Ruth Sutton, a single woman

(;ﬁw, (}. Newompo

Larry A. Mermyr, a single man
Y

John H. Hendrix Cor oration
["‘-ﬁ // "l/

by? r.lo_é)?/zru £

:2€?;4 lz./E=£.25552L;4
Michael L. Klein

Jeanne Xlein

by: 7&;‘/ c>€?<;if§2;J
Michael L. Klein, her husban
and Attorney-in-Fact

R M 1123

Ronnie H. Westbrook

5Ka;en A. West;rook, Eis wife
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STATE OF TEXAS

"

COUNTY OF MIDLAND

The foregoing instrument was acknowledged before me
this _gw~ day of Jﬁn“ﬂ,-._,L , 1986, by Doyle Hartman.

Witness my hand and official seal.

Wiy,
\\“ 11,
U7 S ”1
S

N .
NOTARY PUBLIC IN"AND FOR
THE STATE OF T E X A §

L]
OFf - e .
af Nt Miicnelie tiembre e

Y4, Tl
ZHTT t.\\‘\

THE STATE OF TEXAS s
]
COUNTY OI' MIDLAND S
The foregoing instrument was acknowledged before me

this ¢k day of | Aniirin. , 1986, by Margaret
M. Hartman. l

e unu.,ﬁxtness my hand and official seal.
’ [S '“”.'j '/.

“,
O

/,,
%7,

daClee 0 8 AL A (o
NOTARY PUBLIC IN AND FOR
THE STATE OF ' E X A S

Michene Hembreg

)
.
~,

p
4

t
«ecéé.‘.‘é.i* "

N
isﬁ;.otx ~Expixes :

( u ﬂlum, '
v Wx.
‘l r e

(D
'r

s \ -"

£ STATE,OF TEXAS $
s 3 a‘/?'?;“. s S
g‘gcp@r OF HIDEAND §
B 8 A

A

",,OF.;:/‘{S\.".&'hL foregoing instrument was acknowledged before me
thf‘s“""“‘“lg, day of , 1386 by James E. Burr.

Witness my hand and official seal,

ﬁOT%RY PUBLIC IN AND FOR

THE STATE OF TE X A S
Michelle Hembrece
My Commission Expires:

11-8-89
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$ SIRE §'rA'rL’ oy TEXAS $
S f s
fqiC OUNTY oF} MIDLAND s
ECJ.'-. [z‘*’\ )
A - The foregoing instrument was acknowledged before me
“ ’t}\is o i3 -day of N s QN . 1986, by LaVeta
z,,“ﬂurr.;.\‘ a-
dige ot
Witness my hand and official seal.
NOTARY PUBLIC IN ANL FOR
THE STATE OF T E X A S
L. . Miiche lle /Ikmbrec
My Commission Expires:
11-X-%¥9
QUWDE, OF TEXAS [y
s““;“ e '?,,p . s
3\{- ,.conm‘y *05» MIDLAND s
5,8'. -.',- . The foregoing instrument was acknowledged before me
ze., this« day of , 1986, by James A.

'«,,') “layid sgn .

"l,, Of fm\l\-‘ o L L.
Vithess my hand and official seal.
Y

L

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

Mithelle /J4mbree_

My Commission Expires:

[1-2-8%
THE STATE OF TEXAS S
S
couurx“onm.;pmno §
\\\«l oY Pug 2, “,
S_{) ..... 'rhq \ﬁoregoing instrument was acknowledged before me
,q{* .day of | Jnii0nes , 1986, by Jack
g

BT
Fiet‘.{:herx - -3
Lood. 'wj:tsx‘e:'sﬁ my hand and official seal,

CI%CLHQ(: Mu\_ﬂ!:
NOTARY PUBLIC IN AND FOR

THE STATE OF T E X A S
~ichelte Hembree

My Commission Expires:

11-2-89

Ty MV
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STATE OF TEXAS

W

COUNTY OF MIDLAND

The foregoing instrument was acknowledged before me

this gyt day of ,hﬁuaca , 1986 by Delphia
Fletcher.

“‘unﬂl”’
’ w;tness my hand and official seal.

chat fe
NOTARY PUBLIC IN AND FOR
THE STATE OF TE X A S

Muichelle Haembrcee

(1= Y-s‘i
aw ey,
S5 NCCTHE: ;!fl‘m:t. oY 'TEXAS s
$( st i,
ROUNTY GF MIDLAND S
a:;éa;;n- The foregoing instrument was acknowledged before me
’&‘{‘ day of , 1986, by Ruth
Su

< 7 .
,’/, l‘f“]b\_

g™ Witness my hand and official seal.

o
NOTARY PUBLIC IN AND FOR
THE STATE OF T E X A S
Mlichelle t4nbrec

My Commission Expires:

11-8-89
- :“{\m»ﬂ?{q&: TEXAS s
§ R - “ s
FY couu'rz orf. MIDLAND 5

,,:The foregoing instrument was acknowledged before me

% ﬁ-" ‘13*“ day of :an:H!QQ!, 1986, by Larry A.
/,110;5‘?’6 N

W
!

Yenagg g
Witness my hand and official seal.

NOTAR; PUBLIC IN AND FOR

THE STATE OF T E X A S
Mcche lle. AHembree

My Commission Expires:

)“8’27
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THE STATE OF TEXAS s
§
COUNTY OF MIDLAND S
‘tm?he foregoing jinstrument was acknowledged before me
this 3 day of 3;C;g~g—4,«*,\ , 1986,
Hendrix, President of (Ajohn H.
capacity therein stated.

by John H.
He?ﬁﬁix Corporation, in the

Witness my hand and official seal.

) /s .
s e e ;-. , f ; Z

I35 W NOTARY PUBLICXIN' AND FOR
UIERARG THE STATE G®’T E X A S °
Y RS
! Ay Cowffssion Expires:
L3 PN I

F‘AIITA
________ « 5
i B lyy

[ }-,zm DEASO N
T .\ "\\3%: i’g
STATE OB TEXAS

COUNTY "OF MIDLAND

»nawn

The foregoing instrument was acknowledged before me
this _Jnd  day of s Taniiciry
Klein.

’

1986 by Michael L.
Witness my hand and official seal.

AN HODSS v — s .
\ g-_;i?li‘.‘"!lﬂdlnnﬂ L /’1 Lazne 7&“/ (i
1y Comansan L3 by .14 NOTARY PUBLIC IN(AND FOR
> THE STATE OF TE X A S
My Commission Expires:
1/30]2¢
K
THE STATE OF TEXAS S
s
COUNTY OF MIDLAND S
The foregoing
this _Jnd

nstrument was acknowledged bhefore mne
day of NG
L. Klein as Attorney-in-Fact for Jednne Klein.

. 1986, by Michael
Witness my hand and official seal.
ki ro 0888 NOTARY/PUBLIC IN AND FOR
A Conalosa Goions by 20,13 £ §/ THE STATE OF TE X A S
My Commission Expires:

‘7#30/ 114

-8 -
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STATE OF 7TEXAS

COUNTY OF MIDLAND

wmweson

e foregoing ~instrument was acknowledged before me
this l,ﬂ ,’E}: day of %&Mﬂf‘
Westbrook.

, 1986,
U
Witness my hand and official seal

by Ronnie H.

NOTARY PUBL AND FOR
THE STATE OF T E X A S
Hy COmmlas$bn Expires:

AM:'IG :S-. 4"‘1:‘,\1'\:‘11\'-'&/
”f%«'f‘/?s’

~~
oo
!‘.
Poregens 8-

-

Trtaynee

THE STATE OF TEXAS

5
s
COUNTY OF MIDLAND s

this

{gye foregoing instrument was acknowledged before me
Z3 day of
Westbrook.

[

1986, by Karen A

Witness my hand and official seal

o

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

AA!:’H) .T-.
'Q/,!‘_'[‘_g

l A D e SOA/
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Exhibit “A"

Attached to Stipulation of Interest
Dated _hhnvary & , 1986
By and between Doyle Hartman and wife,
Margaret M. Hartman, James A, Davidson et al

Recording Schedule for Instrument of Conveyance
dated January 2, 1986 from Sun Exploration
and Production Company, Inc. on its 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

New Mexico

D 0 . - O 141
Texas

Liberty....iciveneians eerenes 1109 Lt 176

Clay..veieeeieenansasraanann e 0372 i reeeses. 629

ECtOL . ittt rtoterincarananan e 945 Lt ieeere.. 424

Winkler.....iveeeeniiencnnnnns 354 ....... Ceenesaenas 899

Cochran....... Cedatetenanaaan 165 ... . i Cereaa . 249
Oklahoma

Okfuskee....cveeveecvreananse 720 tiveneieieannnsans 879

Oklahoma. ..o veceveanncanss .. S443 .. ... ..., eevee.. 0176

Kay. vt inoioannnan craeans 552 i Caeans 37

- 10 -
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Exhibit “B"
to Stipulation of Interest
Effective January 2, 1986 from

Doyle Hartman to Yol lf{. Hendrix Corporation, et al.

Subject
respective

The attached schedules set forth the ownership of the
Interests on a

lease-by-lease basis, indicating the
percentage interest to which the Parties are entitled

in and to the Subject Interests insofar as it pertains to certain
oil and gas leases or operating rights therein, the lands covered
by said leases and the depths underlying said lands, and the

production
where the
particular
thereunder

therefrom or attributable thereto. 1In each instance
attached schedules indicate that ownership as to a

oil and gas lease or lands covered thereby or depths
is in: :

(a) the Hendrix Group, the specified percentage
interest is allocated among and attributable to

the following:

John H. Hendrix Corporation 49%
Michael L. Klein 49%¢
Ronnie L. Vestbrook 2%

(b) The Hartman Group, the specified
allocated among and attributable to the following:

percentage

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%

®* & * & % w &

Notes with regard to the attached schedules:

1. By way of example, the Subject Interest,
pertains to the oil and gas leases and lands described under
the¢ heading "Tract 1 - Bates Lease*

owned in the following percentzges:

insofar as

on Schedule A-2,

Doyle Hartman 71.083750%
James A. Daviéson 25.000000%
Larry A. Nermyr 1.562500%
James E. Burr 0.78125060%
Jack Fletcher 0.781250%
Ruth Sutton 0.781250%

and the Subject Interest, insofar as it pertains to the oil
and gas leases and lands described under the heading "Tract

S - Blineberry 'B' Lease" on Schedule A-2, is owned in the
following percentages:
John H. Hendrix Corporation 24.500000%
Michael L. Klein 24.500000%
Ronnie H. Westbrook 1.000000%
Doyle Hartman 35.546875%
James A. Davidson 12.500000%
Larry A. Nermyr 0.781250%
James E. Burr 0.390625%
Jack Fletcher 0.390625%
Ruth Sutton 0.390625%
2. The attached schedules correlate to the property descrip-

tions contained in the Sun-Hartman Conveyance. Included in
the attached schedules are (i) references to certain instru-
ments, overriding royalties and other burdens to which the
0il and gas leases are indicated to be subject, and (il)
statements as to the fractional share of gross production
owned by “Assignor," beiny the owner of the 1leasehold
interest or operating rights under the oil and gas leases or

- 11 -
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operating agreements. These references and statements are
incorporated verbatim from the Sun-Kartman Conveyance and
are included herein for convenience only. The recitation
that certain oil .and gas leases are subject to certain
instruments, overriding royalties or other burdens consti-
tute a recognition of the validity or applicability thereof
nor constitute a ratification thereof; the statements as to
the fractional share of gross production shall not enlarge
or diminish the interecsts described herein or constitute any
representation or warranty by any party hereto.

Each of the oil and gas leases described on the attached
schedules shall be deemed to include all extensions, renew-
als and amendments thereof. The ownership of the Subject
Interest as to a particular oil and gas lease or lands’
covered thereby or depths thereunder shall be deemed to
include all interests attributabie to said lease, lands or
depths by virtue of the pooling, unitization or communitiza-
tion thereof with other leases, lands or depths.

Where no limitations as to area are indicated with regard to
the tabulation of percentage of interest under the caption
*Ownership," the &pplicable percentage or percentages shall
apply with regard to all lands described above the tabu-
lation; and where no depth limitations are indicated with
regard to the tabulation of puercentage of interests under
the caption “Ownership," the applicable percentages or
percentage shall apply as to all depths.

Unless stated otherwise the recording references used herein
are to the Public Records of the County and State where the
tract described lies.

Some of the land descriptions contzined herein may be
abbreviated as to Township, Range, Section, etc., but
correspond directly to the complete acreage descriptions of
the tract which immediately preceed the abbreviated descrip-
tions.

The formations referred to in the attached schedules are
further identified as follows:

a. With respect to the following:

(i) Schedule A-2, Tract 29 - JAL 1 and 2 Lease;
(i1) Schedule A-2, Tract 36 - Langlie #17 Lease;
{(iii) Schedule B-2, Tract 23 - Wells Lease;

the top of the Seven kivers Formation is more specifically
defined as the stratigraphic eguivalent of the depth of
3,095 feet as shown on the Frontier Perforators, Incorporat-
ed, Gamma Ray-Neutron log run on September 1, 1975, in the
Skelly 0il Company's Sherrel No. 7 well, located 1,980 feet
from the south and east lines of Section 31, T24S, K37E, Lea
County, New Mexico.

b. With respect to Schedule A-2, Tract 35 - Langlie
41 Lease, the depth of 100 feat above the base of the Seven
Rivers Formation has been heretofore found to occur in Gulf
0il Corporation J. A. Stuart No. 9 well (located 330 feet
ML and FEL in Section 10, T25S, R37E, Lea County, New
Mexico) at an indicated depth of 3,104 feet, as recorded on
the Schlumberger Gammna Ray-Sonic log taken January 1, 1964,

said 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;
(ii) 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-Ray-Sonic log run in the Continental

- 12 -
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0il Company West Arrowhead Deep Unit Well No. 1, located
1,980 fcet from the North line and 1,980 feet from the West
line of Section 17, %ownship 22 South, Range 36 East,
N.M.P.M.

d. With respect to the following:

(i) Schedule A-2, Tract 4 - Blinebry "“A";

(i{) Schedule A-2, Tract 6 - Eva Blinebry "A";
(iii) Schedule A-2, Tfract 43 - Courtland Meyers Lease;
(iv) Schedule B-2, Tract 7 - Hodge Lease;

(v} Schedule B-2, Tract 24 - Jack Lease;

the depth of 100 feet above the base of the Seven Rivers
Formation has been found to occur in Texas Pacific 0il
Company's Blinebry “B" No. 3 well (located 2,310 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 3,168 feet, as
recorded on the Schlumberger Electrical Log Run No. 1 taken
December 26, 1952, said log beiny measured from a derrick
floor elevation of 3,300 fecet above seal level.

e. With respect to Tract S50 - State “B", the Eumont
Gas Pool is defined in 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 all of the Yates, Seven Rivers and Queen for-
mations.
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by the Unlted States of Ancrica to Olscn of{ls, Yoc,, saf.
Las Cruces 060825(s), Insofar as ssild lcace covers the follovlog described landy

JRACT § - ELIBLLEY A caies

All {nterest {n an :o oll snd gas exchangs leas dated April 1, 1959, feeued

Tha North Half of the Southwcst Quarter (N/2 SH/4) of
Sett{on 29, and the North Half (N/Dof Section 30,
Tovnship®23 South, Range 37 Esst, les County, New

sease bearing Serlal o,

Hex{co, MLMU
bject to the following:
sudbjec o e folloving TRACT 20
(1) Operating Agreesent dated Harch 1, 1927, betuces Eva E, Blinebry TRACT 21
and busband, A. A. Blinebry, as permittees, and Texas Productfo TRACT 22

(2)

3)

%)

o)

[O)]

Cao., a3 operstor,

Agreement, dated October 31, 1938, betueen The Texas Coapasy
and R, Olsen, providing, among other things, for an overriding
xoyalty {nterest iy favor of The Texas Coopany of 1/8th of the
of{l vhen tha daily average of production is more than 60 .
barrels during any calendar month; 3/32nds of the oil vhen the
daily average of productifon {s¢ more than 40 barrels but mnot
mora than 60 barrels during any celendar month; 1/16ch of the
oll vhen the dafly average of productfon fs 40 barrels or less
during any calendar conth, and 1/8th of all gas produced, with
Yespect to the N/2 SW/4 of said Section 29,

Agreement, dated Decenber 11,1939, betueen The Texes Coxgany

‘and R, Olsen, as smended by Agreesent dated August 29, 1940,

and by Mod{fication Agreement dated February 3, 1941, and
Agreement dated May 25, 1941, providing, anmong other things,

£or "ad overriding royalty interest in favoer of The Tixas Cocpany
of 1/Bth of the ofl and casinghead gas produced, aod 1/16th of
the dry gas produced, with respect to the N/2 of ssid Section

Agreement, dated Augusc 14, 1940, betveea El Pzso Natural Cas
Cocpany and R, Olsen, as modified by Agrecoent dated Februery 1,
1943, betveen Uscan Drilling Compeay and El Paso Hatural Cas
Coapany, vhich provides, asong other things, that El Paso
Natursl Gas Coapany pay purchase and thereafter ovn and operste,
uells capable of producing dry gas only, sald Agreecents cover-
ing che N/2 of satd Section 30.

Pooli{ng Agreement, dated May 17, 1954, betveen R, Olsen Of1
Company and Anderson-?richard OL1 Corporation, vith res;ec; to
Zas as to the eatire SW/4 of sald Section 29.

Permittee's overrfding royalty of 751 of production to Evs E.
Blinebry and A, H. Blinebry, her husbasd, and assigns.

The [ractfonal share of the gross ofl, cas{inghesd gas and other l{quid hyJracarboas

produced froa the above descr{bed land otmed by Assignor fs ,675.

The fractlenal

thare of the gro=s gszs preduced froo the N/2 SW/4 of sald Sectlon 29, &s pooled,
owmed by Assf{gnor {s .5062%,

OWNERSHIP:

1.

As to those depths from the top of the Tansill Formation
to a point 100 feet above the base of the Seven Rivers
Formation:

Hartman Group 1001

2. As to all other depths except those specified in 1
above:

RBartman Group 501
Hendrix Grouo 504
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“TRACT § - BLLMEBRY “3" LEASE

An undivided ooe-half (1/2) fntercat in and to

(2) 0f1 and gas exchange leace, deted Jonuary 1, 1960, Lssued by
the United Stetes of Amcrica to Olsen Ofls, Inc, and Western
Natural Cas Company, sald leasc bearing Serfal No, Las Cruces
065222, insofsr as sald lease covers

The South Half of the Southwest Quarter (5/2 SW/4) of . MLMU
Section 34, Towmchip 23 South, Range 3] East, Lea TRACT 25
County, Meuw Hexico,

and all {nterest {n 2nd to

(2) Ofl and gas exchange lease dated January 1, 1960, {ssued by
the Unfted States of Americs to Olsen 0ilz, Inc,, ssid leaze

bearing Scrial Mo, Las Cruces 060825(b), {nsofar ax said MIMU -
lease covers TRACT 23
TRACT 24

The Morth Half of the Southuest Quarter (H/2 SW/4) and
the Morthuest Quarter (M)/4) of Sectfon 34, Township
23 South, Range 37 Tast, Lea County, Hew Hexico,

subject to the following:

(1) Operating Agreement dated March 1, 1927, between Eva E.
Blinebry and husband, 4. H. Blinebry, as permittees, and
Texas Production Co., as operator.

(2) JMgreement, dated December 11, 1939, betveen The Texas Cocpany
and R, Ol'sén; as asendcd by Agreesent dated August 2%, 1940,
and by Modificatfon Agreement dated resbruary 3, 1941, and
Agreesent dated Hay 26, 1941, providing, acong other things,
for an overriding royalty interest fu fazvor of The Texas
Cozpany of 1/8th on oil and casinghead gas and 1/8th oo dry
iz,

(3) Agrecment dated Decesber 7, 1940, becveen E1 Paso Natural
Cas Company snd R. Olsen, as modified by Agreedent dated
February 1, 1943, between Uscan Drilling Cocpany and El Paso
Matural Cas Cospany, vwhich provides, asong other things, that
El Paso Natural Gas .Company may purchase,and thercafter ovn
and operate, vells capable of producing dry gaé enly.

The fractionzl share of the gross oll,casfnghesd gar and other 1{quid hydrocarbous
produced from the $/2 SW/4 of said Section 34, owmed by Assf{gnor s .325, aod the
fractional zhare of the gross ofl, cacinghead gas and otber liquid hydrocarbon

produced froa the N/2 S9/& and /4 of 584d Sectlion 34 3 ,75. :

OWNERSHIP:

Bartman Group 50%
Hendrix Group S0t
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TRACT 6§ ~ EVA BLINEBKY LIZASE

An undtvided ona-half (1/2) intercst fn 2od to ofl and gias exchangs lease
dated April 1, 1959, {ssued by the United States of Ancrici to Olsen O{le, Inc. 4c
Anderson-Prichard 0Ll Corporatfon, -sald lcsec bearlng Serlal No, Las Cruces 060824
insofar as saf{d ofl znl g23 leasa covers tha follovipg described 1andy

The South Half of the Southuest Quarter (S/2 SW/4) of
Section 29, Township 23 South, Range 37 East, Lez County,
New Hexico, :

subject to the folloving:

€9/

(2)

&)

)

Operating Azrecaent dated March 1, 1927, betveen Eva E, Blineby
2ud husbend, A, H. Blinebry, as perulttces, and Texas Production
Co,, a1 opacator,

Airtur.nt dited Octobar-31, 1938, betvesa The Texas Cozpany and
L. Olsen, providinz, azcag othex things, for an overr{ding

royalty ioterest {n favor of The Texas Cocpagy of 1/8th of
ths ofl vben & dafly average of production is nore than 60
barrels during ary calendar moath; 3/32nds of the oil vhen
tha dally “averags productici 4s moré thaad 40 barrels but not
tora than 60 barrels duri{ng auy calendar conth; 1/16¢th of
the ofl vhea the dally averags of production is 40 barrels
or less during any calendar mooth and 1/8th of all gas pro-
duced,

X% pernittac's overriding royslty té Eva E, Blipebry aand
A, H. 3licebry, ber husbaod and assigms,

Pooling Agreement, dated May 17, 1954, betveen X, Olsen
011 Cocpany asd Anderson-Prichard 0Ll Corporaticam, with
xespect as to gas‘as to tha estirs SW/4 of s2id Secticom 25,

MLMU

TRACT 19

The fractlonal share of the gross ofl, caslnghcsd gas and other liquid hydrocarbon
produced fzea tha abovs described land owned by Astsigoor 45 ,3275,

OWNERSRIP:

1.

As to those depths from the top of the Tansill Formation
to a point 100 feet above the base of the Seven Rivers
Formation:

Hartman Group 100t

2. As to all other depths except those specified {n 1
aboves

Hartman Group 501
Bendrix Group 501
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All fnterest {n and to tie folloving dcescribed ofl an. gas lezses:

(a) Ofl and gas tease, dated July 6, 1936, from J, J. Van Zondt,
et ux, to Repollo Of1 Compamy, recorded {n Book 31, Paga 106,

(b) 01l and gaxs lecase, dsted July 22, 1936, from C. B. Woolworth
to Repollo 01l Cowpany, rccorded in Book 31, Page 157,

(c) oil and gas lease, dated July 24, 1936, from Peerless Ofl
"+ and Gas Coumpany to Repollo 0il Couwpany, recorded im Bock 11,
Page 162, : :

(d) Ofl and gas lease, dated July 28, 1936, from Clinton Harrison
to Repollo Oil Company, recorded im Book 31, Page 167.

(e) OLl and gas lease, dated July 28, 1936, froam Willfeam D,
Farrison, et ux,'to Repollc 0Ll Company, recorded fn Book 11,
Page 165,

(£) 011 and gas leasa, dated November 23, 1936, from Ralph W,
Leftwich, et 21, to Repollo Oi1 Company, recorded {o Book 31,
Paga 519,

(z) Ofl and gas lease, dated July 1, 1946, from Amersda Petroleum
Corporstion to Uscan Drilling Company, recorded im Book 61,
Paga 636. '

(h) Ofl and gas lease, dated October 28, 1947, from Amaradsa
FPetroleum Corporation to Uscan Drillipg Coapany, recorded
ia Book 63, Page 1396, )

.

_insofar as sa{d leases cover the following described land:

South Half (§/2) of Sectioa 8, Tounship 23 South, Rangs
37 East, Les County, New Mexico,

and tnsofar and only insofar as said leasas as to the SW/4 SE/& and NE/4 SE/G of
said Section 8, cover all interest {n the oil, gas and other minerals down to the
depth of 3,700 feet and an undivided 3/4ths interest in the oil, ges and othee
minerals from 3,700 feet to the depth of 4,000 feet, subfect to overriding royslty
interests totaling 37/1024ths of all ofl, gas and other minerals produced; and ae
to tha MU/4 SE/4 and SE/4 SE/4 and SU/4 of caid Section 8, cover an undivided 3/4ths
faterest in tha oil, gas and other minerals dovn to the depth of 4,000 feet, subject
to an overriding royalty {aterest of 3/128ths of 7/8ths of all the oil, gas and
other winerals produced; subject to the following:

(1) That certain agrecment dated January 3, 1946, betueen
Repollo Ofl Company and R, Olsen, as wodified by agrecment
dated May 27, 1546, and agreepent dsted July 16, 1946,
and agreement dated November 21, 1947, all by and bdetveea

the seme parcies,

The fractfonal chare of the gross ofl, gas and other hydrocarbons produced froa the
above described land above 3,700 feet owvned by Asslgnor {s as follovst

838867 as to the SW/4 SE/4 2nd NE/L SE/4 of sxid Section 8,
L6357421 ag to the MW/4 SE/4 and SE/4 SE/4 and SV/4 of sald

Section 8,
&« & &
OHWNERSHIP:
1. Rs to NW/4 Sw/4, B/2 SW/4, SE/4 of Section 8, T21S,
R37E:
Hartman Group 50%
Hendrix Group 504

2. As to SW/4 SW/4 of Section B8, T23S, RITE:

Uawbmam Memiiem 1NAs



TRACT &) - COURTLAND MEYERS LEASE

All operating rights under the

E VPRV
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Southuest Quarter (SW/4) of Scction 5 snd the Southeast
Quarter (SE/4) of Section &, Teumship 24 South, Range

37 East, Les Courty, New Mexico,

MLMU

TRACT 26

el
safd operating rights being creoted under and by virtue of thn; ;:r;.$:cg::t‘1q?€
Agreement dated February 24, 1927, betwcen Courtland Hcye:sd-ncrlb:d 1¢.,¢=.
sofar as sald Operating Agreement relates to the following des b

011 and Gas Lesse dated July 1, 1957, issued in ;xih:?i:
for a "b" lease, icsued by the Secretary of tde 1n e

of the United States to Anne Hughes Heyers an : :nngx‘co
Royalties, Inc., said lease bearing Serial No. MNe oh2es0eb).
037667, forwmerly a part of Serial No, Las Cruces

d froa
The fractional share of the gross oil, gas and other hydrocarboos produce o
the above described land owned by Assignor Ls 875,

OWNERSHIP:

1.

As to those depths from the top of the Tansill Formation

to the top of the Seven Rivers Formation,

include Jalmat dry gas rights from the top ot the Seven

Rivers Formation to 100°?

Formation:

Hartman Group

As to all other.depths

Hartman Group

Hendrix

except those specified in 1 above:

Group

100y

50y
50t

above the top of the Queen

but shall also
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(1) 011 and gas lecase doted Scptember 14, 1948, by and between Jeonle TRACT 72

1.. Hodges and husband, 0. M. Modges, as Lessors, and Clefes Service 0Ll Cozpany,

8¢ Lesace, eald lease belng recorded in Book 73, Page 428 of the records of Lee

County, Wev Mexico, this {nterest t2ing subject, houcver, to the terms and

oblicationg set out {n thas cectaln Assigament and Conveyance of 0f1 and Gas Lcrse

dated October 27, 1950, and rccorded in Book 91, Page 199 of the Lea County records,

vhere{n there vas reserved unte Citics Sarvice 0f)1 Company zn overriding royalty

of onc-sixteenth of scven-efghts (1/16 of 7/8) when the wells average 25 barrcls

of o1l or less per well per day, three-thirty-secoods of seven-cights (3/32 of 7/8)

when the wvells average more than 25 barrels but not aore than 40 barrcls per well

per day, onc-efghth of seven-eights (1/8 of 7/8) when the wells average core than

40 barrels of ofl per vell per day, and onc-efghth of seven-cfghths (1/8 of 7/8) of

all gas produced, and vhereln the interest sssigned wag limfted to a depth of 4000

feet below the surface; .

(2) 0fl and gas lease dated October 23, 1950, by mnd between The
Atlantic Refining Company, & corporatfon, Lessor, and R, Olsen, Lessee, said
lease belng recorded {n Baok 89, Page 340 of the records of Lea County, lew
Hexico, legsor reserving & royelty of tuenty-three one hundred twenty-eighths
(23/128) vhen the average production per well per day fs not over 25 barrels,
fifcy-three two hundred fifry-sixths (53/256) when the average production per
vell per day 1s over 25 barrels but not over 40 barrels, fifteen-sixty-fourths

(15/64) vben the average production per well per dey {s over 40 barrels, and
fifceen~sixty-fourths (15/64) of all gas, instead of the regular 1/8 royalty,
said ofl and gas leasse being 1{oited to a depth of 4000 feet belov the surface;

ss8id oll and gas leases together covering the follouving described land, down to
& depth of 4000 feet belov the surface;

Haorcheast Quarter (NEf4) of Section 8, Township 24
South, Range 37 East, lLea County, New Hexico;

the leasehold estates crested by above oll and gac leases belng further subject
to the folloving agreements, to wit:-

a) letter Agreement dated Harch 10, 1954, betveen Olsen-Blount Of1 Co.
. and E1 Paso Natural Cas Cowmpany,

b) GCas Purchase Agrt;ntnt dated October 6, 1951, as aserded, betveesn
Olsen-Blount Ol Co,, as Seller, and El Paso Natural Cas Coocpany,
2s Purchaser,

€) Casinghesd Cas Contract dated September 13, 1951, as anended,
betueen Olsen-Blount Of{l Co., ss Seller, and El Psso Natural
Cac Coapsny, as Buyer, :

d) letter Apreeccent dated December 15, 1954, betueen E1 Paso
Nacural Gas Cocpany and R, Olsen,

e) Lletter A;;gengnc dsced, October 5, 1954, between R, Olsea and
El Paso Miatural Cas Coopany,

£) Casinghead Cas Contract dated Harch 19, 1951, betucen R, Olsen,
as Seller, and E1 Paso Natural Cas Cocpary, as Buyer, a3 aos:nfed.

The (!lc;lpﬂll share af the 2ross oil, gas and other hydrocarbons produzed {roa
sa{d land shcove 4000 feel ovned by sscignor L1s .265625,

& & =

OWNERSHIP:

1. As to those depths from the top of the Tansill Formation
to a point 100 feet above the base of the Seven Rivers
Formation:

Hartman Group 100¢

2. As to all other depths except those specified in 1
above:

Hartman Group SO\

~aa
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An undtvided one-f{fth (1/5) fatcrcat {n and to the rights of Perolttce under
and by virtuc of that ccrteln Peruic datcd July 14, 1927, fsoucd by the Secretary of
the Interfor of the Unlted States to E. E. Jeack, sald Permit beor{ing Las Crucce Scrlal
Ho. 032326 (d) fnsofor as satd Peruit covers the
Northucet Quarter (/L) of Scction 8, Towvumship 24 South, R
Range 37 East, Lea County, New Mexice, to a depth of 1200 -
fect below the surface of the soll; TRACT 29

being the seme undivided onc-fLfth (L/S) {nterest L{n and to the operati{ng ri{ghts
under the sbove dceecribed land vhich vere sssigned to R. Olsen under and by virtue.
of that certatn Part{al Ass{grseot dsted December 15, 1954, by aod betuveen Hovard
Bogan and vife, Helen Hogas, Asgignors, and R, Olsen, as Assignce, relating to chst
certain .

O{1 and gas nialog lease dated Decexber 1,1957, Lssued by
the,Un{ited States of Acerfci to Abner M. Jack, et al, sald
lease bearing Las Cruces Serfal No. 032326(b);

subject to the aforemestioned instruments and the following resarvat{ons andfor agree-
ocots, to-wit:

a) Drilling and Operating Agreement dated Hovember 1, 1927, by
and betucen E, E; Jack, Cuner of Peruit, and Harland Ofil
Compacry of Colorada, and the proportionate pare of the 21
overriding royslty reserved therein,

b} Contract for Developoent dated December 10, 1949, by and
betueen Continental 011 Company, Standard 011 Company of
Texas, The Atlartic Refinirg Company, and Stanolind Of1 and
Cas Coapany, First Parties, and J. T. Paddleford, Seccond
Party, and the proportionate part of the 247 overtiding
Toyalty resesved tharelm, ’

c) "Cas Purchase Agreccent dated September 5, 1951, as amended,
by and between El Paso Natural Cas Compacy, &s Buyer, and
Housrd Hogan, Herbert J. Schmitz, Harold S. Russell,
Charles T, Scott and r. D, Lortscher, as Sellers,

d) Cacfnghead Cas Contract dated October 11, 1951, by and
betveen Howard Hogaa, Harold S. Russell, Charles T. Scote,
Herbert J. Scholtz and F. D. Lortscher, as Sellers, and
El Paso Natural Caz Coopany, as Buyer, as anmended,,

) eratin Tree=ent dated Japuary 16, 1951, between Howard
323‘“, lt ggerntnr, and Charles T. Scott, Barold S, Russell,
Hexrbert J. Sckaftz, and P, D. Lortscher, as Non-Operators,
23 modified by Modiffcation of Operating Agreement dated
Deceaber 15, 1954, becveen R. Olsen, as Operator, and the

Non-Operators herefa naoed,

£) Agreesent dated October 4, 1957, by aod betucen El Paso
Natural Cas Cocpany and R, Olsean.

¢ . 1{quid
The fractfonal share of the gross ofl, dry gas, casloghead gas sod other
hydrocarbons produced froa the abave éescrlbcd l1and above 3700 feet owned by Ass{gnor

{e .16S5.

OWNERSHIP

1. t; :o tbo:elgep§hs from the top of the Tansill Formation
poin 0 feet above the base i
Formabions ase of the Seven Rivers

Rartman Group 100y

2. As to all other depths except those specified in 1
abovat

Hartman Group 50%
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r acex 3.4 s 606 CONVEYANCE AND AGREEME...

THIS CONMVEYANCE from SUN OPERATING LIMITED PARTHERSHIP by SUN

EXPLORATION AND PROOUCTION COMPANY, its Hanaging General Partner,

EFFECTIVE 2-2-86 and SUN EXPLORATION AND PRODUCTION COMPANY (herein collectively
called “Sun"), to DOYLE HARTHAN, JAMES A.. DAVIDSON, HICHAEL L. XLEIN

and JOHN H. HERDRIX CORPORATION, a Texas cdrporation, (herein called

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

Hartman in connectian therewith, which is del{vered and effective at‘

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

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

COVERS MLMU TRACTS ~ "Effective Date®);
19, 20, 21, 22, 23, 24, WITHKESSETH:
25, 26, 29, AND 72 Sun for th? anount of Ten Dollars (§10.00) and other good 2nd
valuable consideration, receipt of which is hereby acknowledged, and

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

hereby GRANT, BARGAIN, SELL, CONVEY, ASSIGH, TRANSFER, SET OVER and

DELIVER unto Hartman all of Sun's right, title and interest in and
to' the fo]ldwing:
A. The ofl, gas 2nd other mineral leases, interests, rights
and - properties which are specifically described in Schedule A
(hereinafter called “Subject Interests") attached herete and made A
- PART HEREOF FOR ALL PURPOSES INCLUDIHG ALL EXTENSIONS AND RENEWALS
THEREOF: SUBJECT (to the extent and on]j to the extent that the
same are valid and subsisting) to all restrictions, exceptions,
reservations, conditions, limitations, interests, burdens, coa-
tracts, .agreements, ins't-uments and other matters (including, but
not limited to, ofl and gas ssles, purchase, exchange and processing
contracts, operating agreements and pooling, unitization or com-
munitization agreements, declarations and orders and other con-
tracts, agreements and instruments), which relate to any of such
properties, including, without limitation, all such matters, if any,
as set forth in the sptcific\-descriptions of such properties fn
Schedule A; provided, however, that t'hg parties hereto recagnize
that certain {nterests in such properties may have expired or been
released, and that Sun, and its predecessars in interest, have, from

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

2LGL/HARTHAK CONVEYANCE - (1)
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ot the specific oil, gas and other minera. fnterests, rights and
properties described {n Schedule A hereto as the same is reflected
of record in the counties where such properties are located, and it
is recognized that to the extent that Sun or ils predecessors in
interest have heretofore conveyed all or a portion of their inter-
ests in said properties that it is not inteaded by this instrument

that those interests be conveyed to Hartman;

B. A1l right, title and fnterest of Sun derived from all

presently existing and valid oil, gas or aminer2al unitization,
pooling, operating and communitizatfon agreements, declarations and
arders, and in and to the properties covered and the units created
thereby (including all uaits formed under orders, regulations, rules
or other official acts of any feder2l, state or other governzenta)
agency having jurisdiction), which relate to any of the propgrties
specifically described in Schedule A. A1l rights, titles, and
interests of Sun derived from all farmouts made to third parties
jncluding, but not limited to, overrides aqd contingent working
interasts which relate to any of the properties specifically
deicribed in Schedule A;

C. AY1 presently existing ang valid oil and gas sales,
purchase, exchange and processing contracts, casinghead gas con-
tracts, operating agreements, joint venture agreements, tax partner-
ships, and other contracts, zgreements and {nstruments which relate
to agy of the properties specifically described in Schedule A;

0. A1l personal property, dimprovemenis, le2se aad well
equipment, permits and licenses (including, but not by way of
limitation, any wells, tanks, . boilers, buildings, fixtures,
machinery, injection facilities, saltwater disposal facilities,
compression facilities and other equipment gathering systems, power
lines, telephone and telegreph lines, roads and other appurte-
nances), and all easements, servitudes, rights-of-way, surface
Jeases and other surface rights, including but not limited te 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 explaration, development, opera-

tion or maintenance of the lands or properties specifically

2LG1/HARTHAN CONVEYANCE - (2)
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¢ ribed in Schedi.c A, or any unit or uni in whicn part or parts
of such lands or properties may be included, or being Qsed in
connection with the production, treating, storing, transportation or
marketing of oil, gas and other minerals preduced from or allocated
to such lands or properties or such unit or units (herein called the
Appurtenant Interests);

€. MWithout limitation of the foregoing, all of Sun's right,

title, interest and estate of every nature and description in and to

the lands specifically descrided in Schedule A or included in any

unit fncluding any of Sun's intérest in any such lease or land
specifically described in Schedule A, even though Sua's interesis
therein be incorrectly described in, or description of such
interests be omitted frcm Schedule A; and

F. MHotwithstanding anything herein to the contrary, it is
expressly recognized and agreed by and between Sun and Hartnan Ehat
this Conveyance i{s 1intended to, and does, coavey only those
interests described.in Pzragraphs A through E herein in the proper-
ties and interests described fin Schedule A which are subject to two
certain agresments,:one being that certain Agresment by and betwesn

Texas Pacific Coal and 0i) Company and the Woodson 0il Compizny dated

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

between Josesh E. Seagrams & Sons Company and The Prudential
Insurance Company dated April 1, 1963, which interests, among
-others, were obtained by Sun from Texas Pacific Coal and 0Ofl
Compaﬂ}, et al, by that certain Conveyanca dated August 23, 1930.
Recording information for 211 of the above is reflected in Schedule
B attached hereto. 1t is further recognized that certain of such
properiies 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 szme, they will be conveyed to Hartman by

Conveyance in the same foro as this instrument. It 1is 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 title.

2LG1/HARTHAN CONVEYANCE - (3)
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TO HAVE ANGC Tu HOLO said subject i  rests and appurtenant
interests, together with said rights, titles, powers, interests and
other matters, unto Hartman, their heirs, personal representatives,
successors and 2ssigns, forever, subject only to the terms, condi-
tfons, 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.

It 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 ia "minerals”, as such term is understood and coastrued
as of the date bhereof, it is expressly stipulated and understood
that such term is intenced aand shall be construed to faclude coal,
lignite, carbon dioxide, helfum, nitrogen and uranium (regardiess of
the method utilized in mining and producing any of such substances).
The term “o0il, gas and other mineral interests" as used herein,
without in any wise limiting the meaning of such term as the same is
understood 2and construed as of the date hereof, shall be coastirued
to mean and include oil, gas and other mineral intergsts and righis.

2. 1t is hereby expressly agreed‘and understood that it is
the intent of Hartman and Sun that Sun herein conveys, and Hartman
herein acquires and accepts, without limitation, all powers, privi-
Jeges, expressed "and/or implied warranties; causes of action, choses
in actfen, rights and privileges attributadle to actions of state
and federzl adainistrative agencies, and other rights which have now
accrued, or may at some time in the future accrue to Sun, attribu-
table to the subject intsrests, It {s further agreed that Hariman
may Tlitigate or cause ts be litigated any cause of action now
accrued, or al 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 facts, circumstances or transactions as of
the effective date; pravided, however, that it is intended by this
paragraph that Sun is conveying to Hartman only those cayses of

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

2LG1/HARTHAN CONVEYANCE -~ (4)
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ied warranties, .ights and privileges ¢  ather vights which Sun
actually has, subject to all defenses that may exist to said rights,
causes of action, choses in action, etc., iand provided further that
Hartman agrees, by re2zson aof any litigatian, damand, or other
attempt to enforce any cause of action or choses in action arising
by virtue of Sun's ownership of the interzsis conveyed herein, te
indemnify and hold harmless Sun from any counterclaims, cross+
claims, third party claims, and any claims for indemnification or
contribution that may arise by rezson of the attemplt to enforce any
claim ar claims, excest 2s the siame may apply to the negligence,
gross negligence or ccatractval violations on the part of Sun.

3. Sun agrees to hold Hartman harmless from, and ta indemnify
them for, any amcunts 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 ofl produced from the subject interests,
prior to the effective date of this Conveyance, which were in
violation of any federzl 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 pernitted by applicable law in the respec-
tive states 1{n which the Subject Interests are locited, this
Conveyance and Agreecent 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 title or warranty of title of any kind, statu-
tory, expressed or iaplied, and without any recourse against Sua in
the event of any fzilure of title to the Subject:}nterests or any
part thereof, not even for the return of the consideration paid
therefor, but is made with ful) substitution and subrogation of
Hartman in and to al) covenants and warranties by others heretofore
given or made with respect to the Subject Interests or any part
thereof. EXCEPT THAT Sun represants and warrants that:

a. The Subject Interests are conveyed to Hartman free
and clear of the "PPA and NPA Retained Interests" excepted and
reserved by Texas Pacific 0i) Company: Inc. in that certain

Conveyance 2nd Agreement frem Texas Pacific 0i) Cempany, lnc. to Sua

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

2LG1/HARTHAN CONVEYANCE - (5)
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e. e2ssly indemnify and hold barmless thu .rtman group from any
clzim thereto by Texas Pacific 0il Company, Inc., its successors and
assigns.

b. That Sun has not sold or otherwise disposed of any
part of the Subject Interests since January 1, 198S.

c. That Sun has not caused ta be amended ar modified any
gas sales contracts, operating agreements or other agreements
cavering or affecting the Subject Interests, whether such contracts
or agreements are specificilly described an Schedule A, except those:
specifically known to Kartman or their agents a5 of the date of this
Assignment.

Sun and Hartnan a¢res that, to thes extent required by the
applicable law to be operative, the disclaimers of certain warran-
ties contained in this pzragraph are "conspicuous" disclaimers for
the purposes of any applicable law, rule or order. WITHOUT LIMITA-
TION OF THE GENZRALITY OF THE IMMEDIATELY PRECEDING SEMTENCE,
ASSIGNOR HEREBY (i) EXPRESSLY DISCLAIMS AND NEGATES, ANY REPRESEN-
TATION OR WARRANTY, EX?EESSEOI IMPLIED, AT COMMONM LAwl BY tODE (oR
OTHERWISE), BY STATUTE, OR OTHERWISE RELATING TG (A) THE CONOITION
OF THE INTRRESTS (INCLUDING WITHOUT LIMITATION, ANY IMPLIED QR
EXPRESSED WARRANTY OF MIRCHAANTASELITY, OF FITNESS FOR A PARTICULAR
PURPQSE, OF SEAWORTHINESS, OR OF CONFQRMITY TO MODELS OR SAMPLES OF
MATERIALS), (B) ANY INFRINGEMENT 8Y ASSIGNORS OR ANY OF ITS AFFILi-
"ATES OR ANY PATENT OR PSOPRIETARY RIGHT OF ANY THIRD PARTY; AND (ii)
HEGAT;S ANY RIGHTS OF ASSIGNEZ UNDER STATUTES TO CLALM OIMINUTIOHN CF
CONSIDERATION, WHETHER XNOWMN OR UNKNOWN AS OF THS EFFECTIVE TIME, IT
BEIHG THAE INTENTION 0F ASSICGHOR AHO ASSIGNET THAT THE INTERSSTS AR:Z
TO BZ CONVEYED “"AS 1S, WHZRZ ]1S" AND IN THEIR PSESENT CONOITION AND
STATE OF REPAIR AND THAT ASSIGNES HAS MADE OR CAUSED TO 8% MA0E SUCH
INSPECTION AS 1T DEZMS APPROPRIATE. ASSIGNEE EXPRESSLY WAIVES THZ
PROVISIONS OF CHAPTER 17, SUBCHAPTER £, SECTIONS 17.41 THROUGH
17.63, TNCLUSIVE (OTHER THAN SECTION 17.55A, WHICH-1S NOT WAIVED),
TEXAS BUSINESS & COMMIRCE COOE ™ (THE ™ACT").  ASSIGNEE, 7O THE
FULLEST EXTENT IT LAWFULLY MAY, ALSO HEREBY WAIVES THE PROVISIONS OF
ARY STATUTES OR ANY COMMOM LAW IN ANY OTHER STATES WHERE THE IHTER-
ESTS ARE LOCATED WHICH ARE SIMILAR TO THE ACT IN THEIR PROVISIONS,

SCOPE, NATURE OR IKTENT.

2LG1/HARTHAN CONVEYANCE - (6)
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6. All notices and statements requ J or permitted to be
given hereunder shall be deemed to have been properly deliverad if
and when depasited in the United Sltates mail or seal by Yestern
Unfon telegram, charges prepaid, and properly addressed to the party
entitled thereto at the addresses given below:

If to Sun Sun Exploration and Production
Company
P. 0. Box 2880
Dallas, Texas 75221-2880

If to Hartman foyle Hartman

P. 0. Box 10426

Midland, Texas 79702; and

John H. Hendrix Corporation

525 Midland Tower Building

Midland, Texas 79701
Either party may specify as its 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) dzys' written notics
thereof, delivered in the same manner as other notices.

The terms, covenants and conditions contzined herein shall be
desmed to be covenants running with the lands covered by the Subject
Interests, and all such provisions herein shall inure to the benefit
of and be binding upon the respective heirs, successors and assigns
of Sun and Hertman, and all references harein to Sun or Harimen
shall dinclude their respective heirs, personal representztives,
successors and assigns.

This Conveyance znd Agreement {s being executed in muitiple
origimals, all of which are identical, except that, to facilitate
recordation, csriain counterparts herecf contain only that partion,
if any of Schedule A which contain specific descriptions of Subject
Interests located i{n the recording jurisdiction where that covnlise-
nart .is to be recorded ara included, and other portions of Schedule

A are included by refzrence only. Al of such counterparts tagethar

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

Conveyance and Agreement containing the entire Schedule A have bean,

retained by Sun and Hartman and have been'reccrded in Lea County,
New Mexico.

IN WITHESS WHIRIOF, this Conveyance. and  Agresmentl
has been executed by  Sun and Hartman on the  dates
of their respective

acknowledgements hereof,

2LG1/KARTHAN CONVEYANCE - (7)
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. By___
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bt 3¢ delivered ar  effective 2as to the runs of o° and deliveries

o1 gas and for 3ll other purposes on the €€ ._tive Date.

iy,
‘.

o ATTEST: SUN OPERATING LIMITED PARTNERSHIP

dy

Thomas W. Lynch, Vice Préj\'dent

ATTEST: SUN EXPLORATION AND PROOUCYION COMPANY

VZ@ sy ':.Z_Qf—ﬁf./f By %r«w\.w, f—yw,\

Thomas W. Lynch, VYice Prﬂdent

Do QT

Ooyh Har{man

-__._-__Z// .,/,- )7</'7.7;,-/. )

Harga zt.;Hertman

J[?f A. Oav1dson

P A =
Hichael L. Klein

. - — e ———— — / w—"{
vy L TZanae Klem, By P:LCH«_-I L. Kieirn zs
TR fesorney-in-Fact for Jeunns Klein
5 ATTEST: _."-.’.F JOHM H. HENORIX CORPORATION
\-.’;, :’; P l ///
e :i/?”// S r L /.'/'/f/l'/'/ (.\.. LA ... ;“"“/ / .._,,C r.
: S:’ntzrj‘ 537 H., Mendrix
. o \

THE STATE OF “TZXAS --- - )(
)( ss.
COUNTY OF DALLAS b
BEFORS MZI, the unlersigned, 2 Notary Public in and for saiéd

County and State, on this day personally agpeared Thomas W. Lvazh,
‘Yice Pr:.ndz'“'of Sun Exploration -and -Production-Loapany, Manzging.
General Partner of Sun Operating limited Partaership, a lizitacd
partnership, known to mz to be the person and officer whose naae is
subscrioed to the Tforegoing instrument and acknowledged to me that
the same was the act of the said Sun Operating Limited Partnership
and that he exezcuted the same as the act of such Yimited partrarship
“ on.,,;r,e ‘purpeses—end consideration therein--expressed, and in the

-~ ‘capao\,}':,;‘\erun stated.

T a0t s,

S

‘crv'u ZUNDS2 MY HAND AND SEAL OF OFFICE This the 31st cayv of

(s 165 P

l,,’

]

‘\‘H\"‘“”“'I/,I
{/

A /\\\ LB Y = mets
% T :'5‘ Rotary Public, State of Jexas
w Ce e &
ARETERNNE )
e J“!I-" [

Newiy Fezic n & fo: the Stalz of Tezas
Ky Camassion Expizes 2/11/89

2LG1/HARTHMAN CONVEYANCE -~ (8)
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1 STATE OF TEXAS N
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COUNTY OF DALLAS
a Notary Public in and for s2id

BEFORE ME, the uncersigned,
on this day personally appeared Thomas W. Lynch

County and State,
Vice President of Sun £xploration and Production Company, a Delaware
known to me to be the person and officer whose name is

Corporation,
subscribed to the faregoing instrument and acknowledged to me that
the act of the said Sun Exploration and Production
of such cor-

same as the act

the same was
and that he executed the
and

Company,
poration for the purposes and consideration therein expr:ssed

o “fn"the capac1ty therein stated.
ST Ty
q{ag UNODER MY HANO AND SEAL’ OF OFFICE This the 3lst day of

se‘}a‘ ...........
§ 7 D/\'embsr, 3985.
ol R t s . vt - ’,
% '-.. 'f =: . ::L ."'- Lo o= [-//' <
v S e S Notary Public, State of Texas
< N S 3

U TP eaanen PR ) —

v € o Ao SRS TS
IR R Wetary Putilin & for the State of Texas
My Cammissiza Eapices 1711789
THE STATE OF TEXAS h1¢
)( ss.

COUNTY. .OF .~ dic el D¢
i 2 Notary Public in and

BEFORZ HME, the uncersigned authority,
for said County and State, oa this day personally appeared Ocyle
Hartman and HMargaret HMartaman, his wife, known to me to be the

yPose haces are subscr\bed to the foregoing instrument and

pers R‘iﬁu
Qﬂ?ne %1pdg4d, to ne_thai they executed the same for the purposes and
n??derat‘%(( therein expressed.

S

SO

5; _GI\L_'L.UﬂqE_D HY HAND ANO SEAL OF OFFICE this the vk day of
_-‘_5ng &. fes, HEE G

—Ch A\ ey -

( U ” .

/J,Y\;";QN ﬁ(‘_’—?\:fgc Y o T
”’0 -9 mmmmm "'"\)-?”\ érpie Notary Publ\c, State of Texas
’/} ? '35“r\\\\

AW
\\

THE STATE OF TEXAS 3¢
)( ss.
X

COUNTY Orl [ a R R
o "l

A BEFOR: h:, the undersigned authority, a HNotary Public in and
_' for said County. and State, on this day personally 2ppeared James A.
&7 Davidsan, known“to me to be the person whose name is subscribed to
b 't.he foregomg instrucent 2nd acknowledged to me that he executed the
----- z3ame for ‘the purposes—-end -consideration therein expressed. ... .__ _..
AND SEAL OF OFFICE this the 7=~ dav of

ry

N  GIVEN, u"oa Y FAX

A

-
O
(g (LN Smax e
(TR AR y STES.rnYV
ﬁio.n‘ -
[ a N H T - RTIT] NN (.LL k‘-’ el o
Tty Comenzi'~s-tme¥2---- - - Notary Public, State of Texas .. ... .
1-3-§9
T:Ans

———m e o=
TAT§TA =

S

—~~
“w
w

COUNTY OF

BEFORE HE,
for said County and State, on this day pe
L. RXlein and Jeanne Klein, his wife, kadwn to me to be the persons
vhose names are subscribed tMgoing instrument and acknow-

ed the same for the purposas and

that they exi-
«$sed.

the undz2rsigned authority, a {ary Public in and
onally 2ppeared Michael

ledged to me
consideration tharein exs>

HAND AND SEZAL OF OFFICE this the

GlveX UNOER

’Zﬁ Notary Public, State of Texas

2LG1/HARTMAN CONVEYARCE - (9)
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C g s
COUNTY OF [Mffﬁ’)'?:-'/./., ¥

8ZFORE ME, the uncersigned, a Mlotary Public in and for said
County and State, on this day persona2lly 2ppeared John H. Hendrix,
knowa to me to be the person and officer whose name is subscribed to
the foregoing instrumenl and acknowledged to me that the seme was
the act of the said John K. Heandrix Carporatian, a corporation, and
that he executed the same as the act of such corporation for the
purposes and consideration therein expressed, and in the capacity
therein. stated.

RS I ) e

L GIVENZUNOER MY KANO ANO SEAL OF OFFICE this the _-- “day of
;‘/.’-,‘"ﬁ/)-/).(“-_ , 1984, - )

heiy P ;. , v
ien ‘/{ 12 ;,/,'-_.- .";.'F."".L--’:'.-'ﬂf e
3 ‘,./P v i r Hotary Public, tate’ of Texas
=
.. -~

THFE STATz OF TZ(AS 3(
3 ss.
CCUNTY OF MIDLAND )¢
BEFORZE ME, the wmdersigned, a Motary Public in and for said
County and State, on this day personally appeared Michael L. Xlein,
Individually and as Attorney-in-Fact for Jeanne Klein, his wife,
known to re to ke the persca whose name is subscrited to the foregoing

instrument znd ac\nowledzed to me that he executed the same for
the purposes znd considerzticn therein expressed. .

GIVEN UNDER MY END AND SZAL CF QFFICE this the 9 ~d day

o;f |\ I\J«-HQAJ,I 1 1986.
R y e

: : Notary runlic, State ot Texzs

- -
WIATHE ® LBTer T et sure
U s er tius
0 ¥ iTQN C2ULL B14d
o SRR
L

2LG1/HARTHAN CONVEYANCE - (10)
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Attached to and made a part of Conveyance and Agreement
between Sun and Ooyle Hartman et 21, dated January 2,
1986. (Jal-Olsen Properties)

* Properties identified by this symbol have previously
bean conveyed in whole or in part by Sun or its prade-
cessors in title to a third party, or have been sur-
rencdered or abandoned 2s to all or a portion theresf.

*«Properties identified by this symbol are subject to
obligation to ebtain a consent to assign or to a
preferential right to purchase, and are not assigned

or canveyed by the Conveyence and Agresmeat ta which
this schedule is attached.

* * * * * ok ok &

A-2

NEW MEXTICO

TRACT } - BATES LEASE

All—iwterest~{rrend—to—the_folleowing described oll and gas leases:

.- e - X —
(a) 0Ll and gas lease, dated Hxy 10, 154€, frez Cherles T.
. Bates, et al, to P, Olsea, recarded {o !gok"6l, Pzge
29Q. o

,

(b) Gil ead gas lessc, dated Augus€ 2, 1966, frea W. M. Beauchezp,
. “as spezial guazdlaz-of.Jazés Ray Bactes, 2 wiror, ta R. Olsez,
recorded {n Bock 61, Pige 4SS, o

/

(c) 0Ll s=d gax quf:: Zated June §, 1547, fro= Catherine L.
De=raese, p-ldou, te Uscan Drilling Cocpezy, recordec ia
Book 65,rPage 34,

{nsofas s¢ sa{d Yéases cover the féllouing described land:

“ Scuthwest Quarter of tre Southeast Quarter (SW/4 £2(4) of
Sectioa 18, Township 24 South, Range 37 East, Lea Couny,

///’ Mew Mexico,
A .
subect to the folloving:
7 -
S £ :,g,-:mmmﬂgm&@%m«gufﬂh

of the ofl, ges and other clnerals produzed,
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(2) Couattization agrce=ent, dated Octodes 7, 1957, recorded
{o Book 13) at Psge 155 of the Mlscellaneous Records, by
and becwees R. Olsen 0L{1 Cocpany and the Southerz
Californls Petroleun Corporaticn, vbsredby the above
Cescribed land vas cade a part of s unit consisting of the
SZ/6 of sald Sectioz 18, for tne production of gas ocly.

Tne fraccional chare of the gross ges produced fron the adove described land owned
by Assignor 1s .2536621 aczd, as unftized, Ls 18841552,

v TRALT 4 - BLINZSRY “A!' LEAST

All interest in and to oll and gar exchasge lease dated April 1, 1559, {ssced
by the United States of Azerica to Olsen Oflls, Inz., safd lezse bearing Sesiel ¥o,
Las Cruces 060825(a), insofaz as s2ld lease covers the folloviczg descried land:

The North Half of tie Southuest Guarter (N/2 S3/4) of MLMU

Section 29, and the North Malf (N/2)of Seztioc 30,

Tovmsdp 23 Soutk, Rangs 37 East, Lea County, New TRACT 20

Kexico, TRACT 21
TRACT 22

subject  to-the-following:

(l) Cpezatisg Agree=enz dated March 1, 1927, betuweer Eva E, 2linasdcy
and husband, A. E. 3lizebry, as per—ittess, 2=d Texazs Preduztiox
Ca., as operator,

(2) Agreezent,-dated Loiaden 31, 1936, betweez The Texas Cc=paay
and R. Olsez,- previding, a=cng other thiags; "for ax-over~{diag
Toyalry {rterest iz faver of The Texzs Cocpay of 1/8ch of tbe
of{l vhen the 218ly ecerage of production Ls more thaa 60
basTels dg:in.g any czlendar month; 3/32nds of the oll whea the
daily aveZage of productiod 1s core thas 40 batTals but no:
=ore ~than 60 bacrels- éuring.-any. calendas conth; 1/16ch of ‘the

ofl vhen the d2ily average of productica Ls 40 biacrels oz less
during azy calendzs coath, a=d 1/8th of ell gas proluced, vick
Tespect to tie N/2 .S/4 of sald Seczion 2§,

(3). .kgvesz=ent, ¢ated Decexder 11, 19539, bet-esn Toe Texts Cezpa=y
and R. Olse_, 23 2=ended by Ag:ecg-n: dated August 29, 1540,
and by Modiffcatien Agreeent dated February 3, 1941, and
Agreeceatr daced My 26, 1541, providing, a=sng othsr thisgs,
for an ove'ridin; :cytlr/ interest in fzvsr of The Toxes Cozpany
0f 1/Bth of the oll end cesinghead gas produced, and 1/15ch of
the cry gas produced, with respect to the N/2 ol sald Sectica

“(4). AgTeezenz, dared Auvgust 14, 1540, bec-eez El Pase Matural Cas
Cezpany and N, Olsen, as codiffed by Agree=ent dated Fedruazg 1,
1943, berveen Uscax Dxillingz Cespasy end El Pasq Hatural Cas
Cezpany, vhieh previdas, sl other things, thal El 2250
Natuzal Cas Cozpany cay purchase esd thezeafter owm-and .ozerals,
vells capadble of procucing doy gas only, sald Agree=enis cover-
irg the N/2 of s3¢d Sectlioa 30.

(5) Pooling Agree=eanz, daced day 17, 1954, becveen R, Olsesx Of1
Cezpany and Andersca-?richard, 011 Coz ;o'u‘o'\ vith raspezs to
g2s a3 to the eatize SW/4 of saf{d Secticz 29,

(6) TFernlctee's overziding foyalty of 7%% of production to Eva E.
Elinebry and A. F. 3Zl{nebry, her husbazad, and assigns.

Tne fraccional shafe of the gross otl, .casfcghead gas and ocher 1igufd hysracashazs
produced fre= the above descrided lazd otned by Assignor L5 ,675. Tas frascienal
chazz of the grozs £is preduced fres the N/2..8U/L of said Seztion 29, as peoted,
owncd by Assignor 4s  _5062S,

-3- CEYRIBIT A2
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TRACT S - BLINZSRY "B" LEASE 4 e 619
An undivided oas-half (1/2) ioterest {a and to
(a) 0Ll and ga2s excrange leese, dated Jaauary 1, 1960, issued by
the Unlted Staces of Azerfice to Olaen OLlls, lnc., end Western
Natural Cac Company, eaf{d lease dearing Serial No, Las Cruces
065722, f{nsofar es seid lease covers
The South Half of the Southuesc Quarcer ($/2 SW/4) of MLMU
Section 34, Towvashfp 23 South, Rarge 37 Eezst, Leaz
County, New M=xico, TRACT 25
and all intezest iz 2nd o
(a) 0‘1 2=d gas exchange lease dated Januezy 1, 1960, fssued by
e United States of Azerica to Olsen O1l:, Inc., said lexze
buri:\: Serial No. Las Cruces 060825(p), f{nsofar es said MLMU
lezse covers
TRACT 23
Tne North Ea2lf of the Southuest Quarter (N/2 SW/4) a=d TRACT 24

the Northvest Quarter (Ni!/4) of Section 34, Tovmsikip
23 'South; Paige 37 Zast, Lea County, New. Haxica,

subject to the follevirng:

(1) Cperating Agrees=ent dazed Hazch 1, 1527, becvesza Eva E.
Blipebsy and husband, A, H. Blinebry, as per=frcess, and
Texas Production Co., 28 operator, .

(2) Agrez—enz, dited Dece=ber 11, 1939, berveen The Texas Cczpa-y
and R. Olsen, as z=ended by Agreecent dazed August 23, 1540,
and by Modificatioa Agreezent dated February 3, 1941, 2ad
Agreeseac_dated May 26, 1941, providing, ezong other things,
for 2= overridiog xoyalty interest ix " favor—ol-ihe Texas
Cozsany of 1/8th o023 oll 224 casiasghead gas znd 1/8:k o3 dry
g2s,

(3) Agres=seczt dated Dese=der 7, 1940, betwe= El Pasc Naitural
Cas Cczpany-and.R. .Olsez, as codified by Azzeesent dated
Febzuazy 1, 1943, betweea Uscan Drillitng Cc—ar.ny <ad E1 Paso
Naruzal Cas Co-an:r , ¥aich provides, az=sag other t‘s‘.n;s thas
El Peso Natural Gas Cempazy :xy pu-'c‘nsg,a-xd theresites ova
22d cpesate, velli cepable of producicg dry gu “osly.

‘The fTaCTioNZLER2%e "0f the gzoss oll,cesinghead_gas_end otbes 1icuid hyizozazdens
produced froa the §/2 SW/4 of saild Sec:!.oa 34, oumsd by ASsighit Ls 1375, e=d the
fracticnal stave of the gross oll, cu-ng'bz..d grs 2-3 ozler liquid Lydzoszrbens
proluced frca the 1)/2 SU/L 3ad 1Z/4 of z24d Sectisza 24 iz .7..

*IF25T 6 - VA BLINTZRY LIAST

An undivided cne-half (1/2) {nceres:z ia azd to ofl ard gas exchanze le
cated April 1, 1559, 4ssued by the United Scates of A=erica ro Olsen OLls, In%
k\éc-wb?l’icu’d 011 Corporazlon, said lease beaving Serial No, Lzs Cruzes C§
{nsofaz as s2ld ofl and gac fezse ccvers the folloving deseribed lazd:

The South Half of the Southvest Quarter (S/2 SW/4) of
Sextfon 29, Tovnship 23 Scuth, Range 37 Easc, Lea Councy, MLMU
liev Yexico,
subject to the fellowing: TRACT 1
(1) Operating Asrce=zent dated Idarch )1, 1527, between Eva E. 3linetiy,
and husband, A, M, 2Zlinedbry, as per=itrecs, and Texas Praodozticn
Ca., ax oper::o

(2) Agrcc=ent dated Ochb:‘.r 3, “1938, betucens The Texas Cozpary and
R. Olsen, previdles, z=sag other thiage, for aa overri{ding

= TEMinITIAC2
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The fractional share of the gross oil,

royalty ioterest in favor of The Texas Company of 1/8th of
the ofl when a dafly average of production is more than 60
barrels during any calendar month; 3/32nds of the oil when
the daf{ly average production is more thaa 40 barrels but not
oore than 60 barrels during any calendar month; 1/16th of
the ofl vhen the daily average of production ia 40 barrels
or less during any calendar month and 1/8th of all gas pro-

duced,

2X7 permittee's overriding royalty to Eva E. Blinebry snod
A. R. Blinebry, ber husband and assigns.

Pocling Agreement, dated May 17, 1954, betveen R, Olsen
01l Coopany and Anderson-Prichard 01l Corporationm, with
respect as to gas as to the eatire SW/4 of said Section 2%,

produced from the above described land owned by Assigoor is .3275.

+ TRACT 7 - BOYD LEASE

1My

TTACT 19

casinghead gas and other liquid hydrocnrbons

ALl interest in and to oil and gas lease, dated May 30, 1926, from Mary J,
Boyd, et al, to Chas. T. Bares, recorded in Book 4, Page 265, insofar as seaid lease
covers the following described land;

The East 150_acres of the Norch Half (N/2) of
Section 23, Township 2z soutn, Range 37 East,
Lea County, New i{exico,

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

(1)

(2)

An overriding-royalty.interest of 1/8ch of 7/8chs
of the oil, gas and other minerals produced,

Agreement dated Hovember 1, 1945, by and between
Repollo 011l Company and R. Olsen.

'Ibe rractional share of the gross-ofl, .gas.and other hydrocarbons produced from the
ebove described land owvned by Assignor is .765625.

* TRACT 8 - CALLEY LEASE

All interest in and to the followiny described oil and gas leases:

(a)

)

OLl and gas lease dated August 31, 1948, from Peerless
0Ll and Cas Coampany to R, Olsen Oil Company, recorded {a
Book 72, Page 502,

0Ll and gas lease dated Junz 29, 1948, from L. J. Calley,
et ux, to R. Olsen O{l Coopany, recorded in Book 70,
Page 129,

insofar as said leases cover the follouing described laad:

East Half of the Hortheast Quarter (E/2 MHE/4L) of
Section 7, Tounshi{p 25 South, Range 37 East, Leas
County, lev rexico,

and insofar and only {nsofar as sald leases cover an undivided 3/8ths {nterer” io
the oil, gas and other alnerole to a depth of 50 feet below total depth of the first

well drilled or to 3800 feet,
excess royalcy and overridinc royalty intcrest tocaling 51/204Bths of sl} °11

ond other elnerals precuced; and covering an undivided 5/16ths interest in the
Bas -and other o{ncrale froz the aSove mentfoned dapth to a depth of 6,000 fcc:,

uhichever s the lesser depth, and being sublect to

cas
oll,

and being subjece to an overriding royalty intercst tocaling 35/20481h. of ell the
oil, gas &nd other wincrals produced,

cunirnYTT 20
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The fractiooal share of the gross all, gas aod other hydrocarbons produced
“ra— the s*cue described land sbove 3,800 feet owvned by Assigoor i .303223.

* TRALT 9 - CLLIFT LEASE

All interest in and to the folloving described oll and gas lezses:

(a) Oil and ges lease, dated July 6, 1936, from J. J. Vao Zande,
et ux, to Repollo 011 Company, recorded {n Book 31, Page 106.

(b) Oil and gas lease, dated July 22, 1936, from C. B. Voolvorth
to Repollo 0{1 Cocpemy, recorded in Book 31, Page 157,

(c) 0il and gas lease, dated July 24, 1936, from Peerless 01}
and Cas Coapany to Repollo 041 Coopany, recorded {in Book 31,
Page 162.

(d) 0Ll and gas lease, dated July 28, 1936, from Clinton Harrisom
to Repollo DLl Company, recorded {u Book 31, Pege 167,

(¢) 0Ll and gas-leese,-dated July 28, 1936, from Williem D,
Jarrison, et ux, to Repollo Oil Cowpauy, recotded in-Bock 31,
Page 165.

(f) 01l and gas lesse, dated Novesber 23, 1936, from Ralph W,
Leftwich, et al, to Repollo 0il Company, recorded ip Book 31,
Page 519,

(z) 011 and gas lease, dated July 1, 1946, from Amerada Petrolewm
Corporation to Uscan Drilling Compamy, Tecorded inm Book 61,
Page 636. %
(h) 011 and gas lease, dated October-28, 1947, from Amerada (qx)
Petroleun Corporation to Uscan Drillicg Compaoy, recorded :
in Book 65, Page 3995, //rfﬁp
\

South Half (S/2) of Sectios 8, Tounahip-23- South, Range ?
37 East, Lea County, Nev Mexico,

iusofar as said leases cover the following described lamd:

and intofar and only {nsofar as safd leases as to the SW/4 SE/4 and 'KE/4 SE/L of
s3ld Section 8, cover all i{interest in the of{l, gaes and other minerals down to the
depth of 3,700 feet 2nd an-undfvided 3/4ths incterest in the oil, gas apd other
Dinerals from 3,700 feet to the depth of 4,000 teet, sObject to overriding royalty
interests totaling 37/1024ths of all oil, gas and other minerals produced; and as

to the NW/4 SE/4 and SE/4 SE/4 and SW/4 of said Section 8, cover an undivided 3/4ths
ioterest {o the oll, gas and other minerals down to the depth of 4,000 feet, subject
to ap overriding royalty ioterest of 3/128ths of 7/8ths of all the oil, gas and
other minerils produced; subject to the followviae:

(1) That certain agreement dated January 3, 1946, betveen
Repollo 04l Cocpany and R. Olsen, as oodified by 2greesent
dated May 27, 1946, aod agreeseot dated July 16, 1546,
and agreesent dated Noveaber 21, 1947, all by a&nd between
the same parties.

The fractfonal share of the gross ofl, gas and other hydrotarbons produced frea the
above described land above 3,700 feet owned by Assignor L{s as follovs:

.838867 as to the SU/4L SE/4 and WE/4 SE/4 of en{d Section 8,

.635742]1 as to the NA/4 SE/4 and SEfL SE/G and SU/4 of setd
Section B.

** TPACT 10 - CONE LEASE

All interect f{n and to thoe follovwing doscribed lcasec:
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Prichard 0{1 Corporation, R. Olsca O{1 Coapany and Tae

W-K Royalty Cocpamy, a3 parties of the firsf paxT and
Stanolind 01l and Cas Coapany, as party of the second part,
where{n there s reserved to Stanolind Ofl and Cas Compamy
an oil peyueot of §500,000.00 payeble from aa und{vided
1/16th of the productioan.

The fractional share of the gross oll, gas and other hydrocarbons produced froa
the above described land owaed by Assignar £» .7175, but subject to 5% pet profits
reservation.

MLU

- LE T
TRACT 43 - COURTLAND MEYERS LEASE TRACT 26

All operating rights under the

Southvest Quarter "(SW/4) of Sectlon 5 and the Southeast
Quarcer (SE/":) of Section 6, Township 24 South, Raoge
37 East, Lea Coucty, New Hexico,

said operating rights belog created uoder and by virtue of that certzin Operatd
Agreezeat dated February 24, 1927, betwcen Courtland Meyezs and Paul McCume, ic
sofar as said Operating Agreement relates to the following dercribed lease:

041 and Gas Leese dated July 1, 1957, issued in exchange
for a “b'" lease, icsued by the Secretary of the Interior

of the United States to Anne Eughes Heyers and Firm
Royaleiey, Irc., said lease bearing Serfal No. Neu Mexico
037667, fornerly a-part of. Serial No. Las Cruces-032450(b}.

The fractional share of the gross oil, gas and other hydrocarbons produced from
the above described land cwvned by Assignor {s .875.

+ TRACT 44 -~ MORRIS LEASE

An undivided one-half (1/2) interest in and to the following dgscribed
oil and ges lease:

‘011 and Gas-Lease dated July 29, 1937, being & 'B" lesse
bearing Serizl No. Las Cruces 032510(b) {ss5Ged " to R,
Olseun O{}l Coopany and Anderson-Prichard 041 Corporatioen,

Lasofar ac safd lease covers the following described-land:

Southwest Quarter (SW/4) of Sectfon 27 Towmsbip 26
South, Pange 37 East, lLea County, New hexico,

tubject to the following:

.{1) Contract dated July 16, 1936, betveen Stanocli{nd 01l and
Cas Coapany, as graater, and Uscan 0{1 Cocpany.and
Anderson-Prichard 0Ll Corporation, as grantees, which
provides, azong other thiocgs, for the payment to
Stanolind Of{1 and Cas Coopamy of $500,000.00 payable
in installaents equal to the gross proceeds of the sale,
disposal or utilization of 1/16th of the oll, casingbead

--gas and other hydrocarbon substances produced froo the
above described land and other landsg, as &o2nded by
contract dated Noveober 16, 1938 betveen Anderson-Prichard
O{1 Corporation, R. Olsen 0il Cocpany and The W-K Royalry
Coopany, as parties of the firast part, and Stanolind Ofl
and Cas Cozpany, a3 party of, the second part.

(2) An overr{ding royslty {nterest of 1/64th of thec tocal
production of ofl, gas and other olnerals {n favor of
A. K. Bamnes.

The (ratt{onal share of the gross ofl, gas and other hydrocarbors produczd from
the sbove described i1nnd owned by Ascignor {s .39B4375, - ’

-33- EXRIBIT A-2
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c) Cas Purchase Agrcemept dated August 13, 1951, between El Paso
Iitural Gas Zcmpany, as Buyer, and Olsca-Blount Drilling Ca.,
as Seller,

d) Casinghcad Cas Contract dated February 19, 1952, betwucen
Olsen-Blount Drilling Co., as Scller, and El Paso Natural
Gas Company, as Buyer.

The froctf{onal chare of the gross oil, gas and other hydrocarbons produced from the
above~deseribed land owned by assignor is ,77343750.

: MLMU
TRACT 7 - HODGE LEASE

{1) Oll and gas lease dated September 14, 1948, by and betwcen Jecnie TRACT 72
L.. Fodgezs and husband, O. M. Hodges, as Lessors, and Cities Service 0Ll Company,
ac Lessee, gafid lease being recorded 4in Book 73, Page 428 of the records of Lea
County, New Mexico, this {nterest teing subject, howvever, to the terms and
obligations set out {n that certain Assignment and Couveyance of O{l and Cas Lease
dated October 27, 1950, and recorded in Bock 91, Psge 199 of the Lea County records,
vherein there vas reserved unto Cities Sarvice 011 Coopany 2n overriding royalty -
of opc-s{xteenth-of .seven-eights (1/16 of 7/R) uben the wells aversge 25 barrels
of oil or less per vell per day, three-thirty-secoods of seven-elghts-{3/32-.0f.7/8).
vhen thbe wvells average more than 25 barrels but not more than 40 barrels per wvell
per day, one-ef{ghth of seven-eights (1/8 of 7/8) when the wells average more tban
40 barrels of of{l per well per dzy, .and onc-eighth of seven-e{ghths (1/8 of 7/8) of
all gas produced, and wherein the interest assfgned was iimited to a deptb of 4000
feer below the surface;

(2) 041 and gas lease dated October 23, 1950, by and between The
Atlantic Refining Company, a corporation, Lessor, and R, Olsen, Lessee, said
lease being recorded in Book 89, Page 340 of the records of Lel County, New
Mexicn, lessor reserving a rayalty of twenty-three one hundred twenty-eightbs
(23/128) when the average production per well.per day is not over 25 barrels.
fifcy-thrce two bundred fLfry-sixths (53/256) whea the average production per
vell per day is over 25 barrels but not over 40 barrels, fi{fteen-sixty-fourtha
15/64) vben the average production per well per day is over 40 barrels, and
fi{fcecen~aixty-fourths (15/64) of all gag, instead of the regular 1/8 royalty,
said ofl.and gas lease being limited to & depth of 4000 feet below the surface;

saf{d of{)] and gas leases together covering the follouing described land, dowvn to
a depth of 4000 feet below the surface:

Kortheast Quarter (NEf4) of Sectfoa 8,) Township. 24 2, “fuuniliz 4
South, Range 37_East, Lea County, Rev Hexico;

the leasehold estates created by above ofl and gas leases beiog further subject
to the following agreements, co wit:

a) Letter Agreexment dated Harch 10, 1954, betveen Olsen-Blount 0Ll Co
- and E1l Paso Natural_Cas Campany,

b) Cas Purchase Agrecmcat dated October 6, 1951, as¢ amended, between
Olsen-Blount OLl Co,, a&s Secller, and El Pasoc Natural Cas Coopany,
as Purchaser,

c) Casinphead Cas -Contract dated September 13, 1951, as amended,
becveca Olsen-Blount OL{1 Co,, &8 Seller, and El Paso Natural
Cas Coopany, as Buyer,

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

¢) Lletter Agreement dated October 5, 1954, betueeca R, Olsen and
El Paso Natural Gas Coopany,

£) Castnghead Cae Contrsectr dated ifarch 19, 1951, betuween R,.Olscn,
as Seller, and EL Paso llatural Cas Cooparny, as Buyer, as as:nded,

The {rscti{onal share of the 3ross ofl, gas and other hydrocarbons produczed {rom
ta{d lond ebecve LOOO feetl ouvncd by assignor s «165625,
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_R)—AETEESt dated October &4, 1957, by and between Lt‘?ﬁ)g;;—

Natural Cas Cocpauy snd R, Olses, el
o

o) BfLll of Sale dated August 14, 1958 from Jal 0Ll “Company, Inc.
and P, Cleen to El Paso Narural Cas Coapaoy.

p) Letter Agreement dated August 4, 1258 betveen El Poso
Nacural Cas Company and Jal 0Ll foxpany, Inc, aod R. Olsen,

Q) Cperating Agreement da:ﬁj/ﬁdG:;;er 19, 1958 between EL
Paso Nacural Cas Conptgy a8 operator, aod Vestern
Petroleum Company, Jal”0il Company, Ipc., et al, as non-
operators, coveripg’the MI/4 Section 9 and SE/4 SW/4 Sec-

®tion 4-255-372

r) Comaunit{zatioa Agreemcnt dated _Hovember 20, 1958 betveen
El Paso Natural Cas Cowmpany, Western Petroleum Coupany, et
al, gréating 2 gas unir covering the NMW/4 Section 9-255-37E

/:?; SE/4 SW/4 Sectiom 4-255-37E;

together with”all rights aod/or obligations of that certain Agreement dated July 15,
1955, :betwden Anderson-Prichard 0Ll Corporation and R, Olsen as to the uodrilled,
uncarned’acreage described aes the

Northeast Qucréer of the Southwest Quarter (NE/4 SW/&A)
and the Southeast Quarter of the Southvest Quarter’
(SE/4 SW/4) of Seetion 4-255-37E, Lea County, Nevw

//// Hexidh.

aem A e v

/
leiee e —The—£ract{onal “abite of the gross oil, casinghesd gas and other liquid tydrocarbons
produczd from the above described land above 4000 feet, not coamuanltized, ovued by

Assignor 1s ,5362S,

* TRACT 24 « JACK LEASE

An uodivided one~fifth (1}5) incerest {n and to tbe rigbts of Permittee under
and by virtue of that certain Permit dated July 14, 1927, fasued by the Secretary of
the Interior of the United States to E. E. Jack, said Permit bearing Las Cruces Serfal

No. 032326(b) insofar as said Permit covers the
MLMU

Northuest Quarter (NW/4) of Section 8, Towvnship 24 South,
Range 137 East, Lea County, Neu Mexico, to a depth of 3700 TRACT 29
feet below the surface of the sofl; :

belog the sane undivided one-fifth (1/S) foterest in and to the.operating rights
under the above described land vhich were assigned to R, Olsen under and by virtue
of that certain Partfal Ass{gnaent dated December 15, 1954, by and between Rovard
aa;tniand vife, Helen HRogan, Assignors, and R, Olsen, as Ascignce, rclating to the
certain

011 and gas oloing lease dated Decexber 1,1957, Lshued by
the United 3taces of Amerfca to Abper M. Jack, et al, said
lease bearing Las Cruces Serial No, 032326(b);

subject to the aforementioned Lnstruments and the follouing reservations and/or a
oencs, to-vic:

a) Drilling and Operating Agreemenc datcd liovember 1, 1927, by
and betucen E, E, Jack, O.mer of Permit, snd Marland OL1
Coopamy of Colorado, and the proportionate part of the 2¥L

,\ovcrtiding royalty resecved thereln,

b) Contract for Developaent dated Deceaber 10, 1949, by and
betueen Coantinenzal 041 Coapany, Standard 0Ll Cocpany of
Texae, The Atlarntic Refinirg Coopany, and Stanolind OLl and
Cos Company, Pizst Parties, and J. T. Paddleclord, Second
Paxrty, and the proportionate part of the 247 overriding
royalty rese-ved thasein,

=25 . EXBIBIT B-2
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€) GCas Purchase Agrcement datcd September 5, 1951, as amended,
by and between E1l Paso Natural Cas Coacpaoy, as Buyer, aod
Rovard Hogan, Herbert J. Schmitz, Harold S, Russell,
Charles T, Scott and P. D. Lortscher, as Sellers, . MLMD

d) Casfnghcad Cas Contract dated October 11, 1951, by aod
between Howard Hogaa, Harold S§. Rucsell, Charles T. Scote, TRACT 29
Rerbert J, Schamitz and P, D. Lortscher, as Sellers, ond
El Paso Natural Cas Company, as Buyer, as amended,

e) Operating Agreement dated Jaouary 16, 1951, betwveeo Foward
Hogan, as Operator, and Cbarles T. Scott; Barold S. Russell,
Yerbert J. Schmitz, and P, D, Lortscher, as Noo-Operators,
as modified by Modi{fication of Operating Agreement dated
December 15, 1954, betwcen R. Olsen, as Operator, and the
Non-Operstors herein naced,

f) Agreement dated October 4, 1957, by and betwees El Paso
Natural Cas Company and R, Olsen.

The fractiooal share of the gross oil, dry gas, casingbead gas and other liquid i
bydrocarbons produced from the above described land above 3700 feet owned by Assignor

ie 'I“a

* TRACT 25 - COVINGTON FEDERAL

Oil_and Gae—L=avE dIF+A Dacecber.l, 1951, {ssued by the United States.df
Amzrfii’is—bultave'ning, said lease béiring NewHexico Serial No. 06470, and cover-
{ng the follouing degscribed land:

Lots 3 and 4, and the Northeast Quarter of the Southuest
Quarter (ME/4 SW/L) of Section 31, Township 25 South,
Ragge 37 East, Lesa County, Nev Mexico;

subject to the following rescrvations and/or agrceoments, to-wit:

a) Operating Agreement dated Decenber 1, 1951_,"'$e:veen

Custave Ring and Ceo. §. Cohen, 4

rd
b) Assignment of 0Ll and Gas Lease dated/February 17, 1956,
£roa Jerry Coviogton and wife to tpf Olsen Oils, Inc,, and
sn overriding royalty interect rgsierved therein payable to
Jerry Covington of 1/16 of 7/5,slxou the depth of 3150
feet below the surface of :;p soil,

c) Casioghead Cas Contract gated May 15, 1952, as smended,
betueen Gustave Ring and Ceo, S. Cohen, as Sellers, acd El
Pago Natural Cac z:;pfhy, as Buyer,

8) _Cps_Purchase Agreément dated July 12, 1554, as ameoded,
between Hax Cegrge Schulze, ss Seller, and El Paso Natural

Cas Conpnry;/pi Buyer,

The fractional share of ,the gross oll, gas and other hydrocarbone produced froam the
above described land apove 3150 feet owned by Assignor i ,875.

* TRACT 25 - SAND MILLS UNIT

) /Dll and gas lcase dated July 1, 1950, L{scued by the Unfted Scates of
Aserf{ca to BeTtrand O. Baectr, satd lease bearing Las Cruces Serfal Neo. 061142, fnesofar
and only tp€ofar as cald oll and gas lease covers the folloving:

An undivided cnc-sixteenth (1/16) (nterest in and to the

Weet Jalf (W/2) of Section 23, an undiv{ded onc-th{rty-second
(1/32) interest fn and to the West 13lf (W/2) of Scction 21
"and an und{vided onc-sixty-fourth (1/64) fntcrest {n and to =
the South "alf of the Northwest Quarter (S/2 KNW/4) and South-
Eaet Quarter—vf~tRe Northcast Quarter (SE/G—NE/4)—snd—South..__

L/""'Hau (S/2) of Sectlon 17, all {n Tovushi{p 26 South, Range 36
g East, Lea County, Neu Hexfco. -

Riala it i gLV IS
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TRUSTEE'S MINERAL DEED

DATED 4-8-88

THIS INDENTURE, made this 8th day of April, 1988, between
JAMES R. ADELMAN, Trustee for JOHN V. McCARTHY and NORMA (CHISM)
McCARTHY, d/b/a "M & M OIL COMPANY, in Bankruptcy 86-00416 in the
United States Bankruptcy Court for the Eastern District of
Oklahoma, Party of the First Part, and Doyle Hartman
, of ?. 0. Box 10426
Midland, Texas 79702 , Party of the Second Part,

WITNESSETH, that said Party of the First Pert, in
consideration of Notice being given on the 2nd day of February,
1988 and the 8th day of March, 1988, and no_ objections being
made, in the VUnited States Bankruptcy Court for the Eastern
District of Oklahoma in JOHN V. McCARTHY and NORMA (CHISHM)
MeCARTHY, d/b/a M & M OIL COMPANY, in Bankruptcy 86-003416 does
hereby grant, bargain, sell and convey unto the said Party of the
"Second Part, 1its successors and assigns forever, all the
Trustee's right, title and interest of said Debtors, both at lawx
and in equity, of, in and to the following described oil, gas and
other minerals in and under and that may be produced from the
following described lands s1tuated in the County of Lea, State of
New Mexico, to-wit:

SECTION 10: S/2 SW/4: NW/4 sw/4 MLMU
'T24S, R37E (120 ACRES)

SEGTION 10: NW/& NE/4 & Ef2 WW/4, Tzss R37€ TRACT 63
SECTION 11: NW/4 NW/4, T25S, R37E

together with the right of ingress and egress at all times for
the purpose of mining, drilling, exploring, operating and
developing said lands for o0il, ¢gas, and other minerals, and
storing, handling, transporting and marketing the same therefron,
if possessed by said Debtors.

This sale is being made subject to any rights now
existing to any lessec or assigns under any valid and subsisting
cil and gas 1lease of record heretofore executed; it being
understcod and agreed that said Party of the Second Part shall
have, receive, and enjoy the herein granted undivided interest in
and to all bonuses, rents, royalties and other benefits which may
accrue under the terms of said lease insofar as it covers the
interest being conveyed, whatever it may be, without warranty,
from and after the date hereof, precisely as if the Party of the
Second Fart herein had been at the date of the making of said
lease the owner of a similar undivided interest in and to ths
lands described and the Party of the Second Part one of the
lessors therein. :
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To have and to hold the ahove described property and
easement with &all 2nd singular the rights, oprivileges, and
appurtenances thereunto or in any wise belonging to the said
Party of the Second Part’s successors and assigns forever.

IN WITNESS WHEREOF, the said Party of the First Part
hereunto set his hand the dazy and year above written.

James”™R. Adelman, Trustee for

JO V. McCARTHY and NORMA

(efiISM) McCARTHY, d/b/a M & M

‘0¥, COMPANY, in Bankruptcy 86-004%1
in the United States Bankrupte
Court for the Fastern Distriect of

Olilebhoma
STATE OF OKLAHOMA )
} SS.
COUNTY OF TULSA )

Before me, the undersigned, a Notary Public, in and for
said County and State, on this 8th day of April, 1988, personally
appeared James R. Adelman, Trustee for JOHN V. McCARTHY and NORM:
(CHISM) McCARTHY, d/b/a M & M 0il Conmpany, in Bankruptcy 86-
00416 in the United States Bankruptcy Court for the Eastarn
District of Oklzhoma, to me kuown to be the identical person vho
executed the within and foregoing instrument and acknowledged to
me that he executed the sam= as his free and voluntary act and
deed and as Trustee for JOHN V. MoCARTHY and NCRMA (CHISM)
McCARTHY, d4/b/a M & M 0il Company, in Bankruptcy 86-00416 in the
United States Bankruptecy Court for the Fastern District of
Oklahoma for the uses and purposes therein set forth.

Given under my hand and seal of office the day and ye
above written.

W
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Laws 1949, ch. 139, ¢ 7; 1977, ch. 258, § 72; 1981, 42A°24 NMIA 1978, Por rallroads’ Fieht of e
Den

ch. 125, § 53 domai 424-2-3 -
Cross referencos. — For telegraph and telephone . pee 4nd 42A-24 NMSA 1974,

70-6-8. Owmership of injected gas.

All natural gas which has previously been reduced to possession, and which ig subse
quently injected into underground storags in any strata or formation shall at all timeg b
deemed the property of the injector, his heirs, successors or assigns; and in no event s:ml"
such gas be subject to the right of the owner of the surface of said lands or of any mineraj
interest therein, under which said strata or formation lie, or of any person other than the
injector, his heirs, succeasors and assigns, to produce, take, reduce to possession, waate o
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 po;-ﬁou
thereof, in which storage rights have not been acquired pursuant to this act (70-6-1 to 70-8-8
NMSA 1978}, or otherwise purchased.

History: 1883 Comp., § 65-9-8, enacted by Rights and lisbilities with respect & naturq] o

Laws 1963, ch. 139, § &, reduced to poesession and sul uently stored i
Am. Jur. 2d, ALR. and C.J.S. references. — naturgl reservoir, 34 A.L.R.2d 5::1 b stored in
ARTICLE 7
Statutory Unitization Act
Sec. Sex.
70-7-1. Purpose of act. 70-7-12. Operation; expressed or irnplied covenants.
70-7-2. Short title. 70-7-13. Income from unitized substances.
70-7-3. Additional powers and duties of the oil con- 70-7-14. Lien for costs.
sarvation division. 70-7-16. Liability for
70-74.  Definitions, 70-7-16. Division orders.

70-7-6. Requisites of application for unitization. .
70-7-6. Mattors to be found by the division precedent 70-7-17. Pr operty nighta. .
to issuance of unitization order. 70-7-18. Eristing rights, rights in unleased land and

70-7-7. Division arders. royaltiss and laass burdens.

70-78. Ratification or ‘ppmv‘[ of phn by QwTlers. 70-7-19. Ax'reemenu [!Ot violative ?f laws mmiw
70-7-5. Amendment of plan of unitization. - - monopolies or restraint of trade.
70-7-10. Previously established units. 70-7-20. Evidence of unit to be recorded.

70-7-11.  Unit operations of leas than an entire pool. 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: 1868 Comp., § 65-14-1, enacted by Arrangement for Developing Ol and Gas in the Gulf
Laws 1875, ch. 208, % 1. of Maxico®, see 26 Nat. Resources J. 717 (1986).
Law reviews. — For article, “On an Instituticnal

70-7-2. Short title.
This act {70-7-1 to 70-7-21 NMSA 1978) may be cited as the “Statutory Unitization Act”

62
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History: 1053 Comp., § 65-14-2, enacted by
Laws 1975, 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 197 8],
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: 18563 Comp., ¢ 65-14.3, enactsd by substituted “energy, minerals and natural resources®
Laws 1978, ch. 283, § 3; 1977, ch. 255, § 109; for *energy and minerals” and made minor changes
1987, ch. 234, § 87. in language.

The 1987 amendment, effective July 1, 1987,

70-7-4. Definitions.

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. “oil 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"uritized 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 lien 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 royelty 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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History: 1953 Comp., § 85-144, enacted by
Laws 187§, ch. 288, § 4; 1977, ch. 255, § 110.

70-7-6. 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 thercof. 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 mansged 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: 1853 Comp., § 65-14-5, enacted by Coropulsory pooling or unitization statute or ordi-
Laws 1975, ch. 293, § §; 1977, ch. 265, § 111. nance requiring owners or lessees of oil and gas lands

Am. Jur. 2d, ALR. and C.J.S. references. — to develop their holdings as a gingle drilling unit and
38 Am. Jur. 2d Gas and Oil §§ 164, 172. the like, 37 AL.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
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; o

(5) that the operator has made a good faith effort to secure voluntary unitization
within the pool or portion thereof direcuy 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
ares on a fair, reasonable and equitable basis. o

B. If the division determines that the participation formula contained in the unitization
agreement does not allocate unitized hydrocarbons on a fair, rcasonable 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 ares, exclusive of physical
equipment, for development of oil and gas by unit 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 unit 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 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.

History: 1853 Comp., § 65-14-8, enacted by
Laws 1975, ch. 283, § 6; 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 ghall 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 poot 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 is 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 capitsl 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 ghall 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.

Higtory: 1863 Comp., § 65-14-7, enacted by the end of Subsection F, added the language {ollow-
Laws 1075, ch. 288, § 7; 1977, ch. 285, § 113; ing “in and to the unit until” and mede minor stylie-
1888, ¢h. 65, § 1. tic changes throughout the section.

The 1886 amendment, effective May 21, 1986, st
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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 effecti
until the plan for unit operations prescribed by t.lfe division has been appmitc;vi;ﬁe;a and
those persons who, under the division’s order, will be required initially to pay at l']lg by
seventy-five percent of the costs of the unit operations, and also by the owners of at 1“”
seventy-five percent of the production or proceeds thereof that will be credited to inte ot
which are free of cost such as royalties, overriding royalties and production ;:’a;,'menmreata
the division has made a finding either in the order providing for unit operations or o
supplemental order that the plan for unit operations has been so approved. Notwmm:‘da
ing any other provisions of this section, if seventy-five percent or more of the unit area i;
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 caugse 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 the plan of unitization in writing.

History: 1953 Comp., § 65-14-8, enacted by
Laws 1976, ch. 293, § 8; 1977, ch. 288, § 114.

70-7-8. 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 shell 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 owners 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., § 66-14-9, enacted by
Laws 1976, ch. 298, § 9; 1977, ch. 255, § 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 unjt production allocated thereto shall then be allocated
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among the separately owned tracts included in such previously established unit area in the
game proportions as those specified in the previous order.

History: 1953 Comp. § 85-14-10, enacted by
Laws 1978, ch. 283, § 10; 1977, ch. 255, § 116

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
ares i8 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.

History: 19568 Comp., § 65-14-11, euacted by Am. Jur. 2d, ALR. and C..8. references. —
Laws 1976, ch. 298, § 11, 88 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.
The portions of the unit production allocated to a separately owned tract in a unit area shall,
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: 1958 Comp., § 65-14-13, emacted by
Laws 1975, ch. 283, § 13; 1977, ch. 258, § 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, shall be the property and income of the sevéral persons to whom, or to whose credit,
the same are allocated or payable under the order providing for unit operations.

History: 1853 Comp., § 65-14-13, enacted by
Laws 1875, ch. 283, § 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 Jien 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., § 65-14-14, enacted by
Laws 1976, ch. 293, § 14.

70-7-15. Liability for expenses.

The obligation or liability of each working interest owner in the severa! 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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History: 1983 Comp, § 65-14-15, enacted by
Laws 1975, ch. 283, § 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 unti! 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.

History: 1853 Comp. § 65-14-18, enacted by
Laws 1975, ch. 283, 8 16; 1977, ch. 265, § 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
pergon to the oil and gas rights in any tract in the unit area. All property, whether real or
personal, that may be acquired in the conduct of unit operstions 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.

History: 18838 Comp., § 65-14-17, enacted by
Laws 1975, ch. 293, § 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 snd
requirements of the Statutory Unitization Act (70-7-1 to 70-7-21 NMSA 1978] and to any
valid order of the division providing for the unit operation of a pool or a part thereof, but
otherwise ghall 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 stipulates 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.

History: 1958 Comp., § 85-14-18, enacted by encumbered” was inserted by the compiler ss x
Laws 1975, ch. 298, § 18; 1977, ch. 255, § 119. apparently intended term. It wos not enacted by
Bracketed material. — The bracketed word “un- legislature and is 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 0_11 l“d
gas properties entered into pursuant hereto or with a view or for the purpose of brnnging
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, arrangemaents, agreements,
contracts, combinations or conspiracies in restraint of trade or commerce.
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History: 1968 Comp., § 65-14-19, onacted by
Laws 1976, cb. 268, § 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.

1983 Comp., § 65-14-30, enacted by
Laws 1978, ch. 298, § 30.

70-7-21. Unlawful operation.

From and after the date designated by the division that a unit plan shall 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 the
manner and to the extent provided in such unit plan, shall be unlawful and is hereby

prohihited.

: 1983 Camp., § 65-14-21, enacted by
Laws 197§, cb. 283, § 31; 1977, ch. 355, § 120

ARTICLE 8
Emergency Petroleum Products Supplies

Sec. Sec.

70-8-1. Short title. 70-8.5. Prohibited acts.

70-8-2. Purpose and findings. 7086.1. Exemption.

70-838. Definitions. 70-8+6. Right of action; injunction; damages.

70-8-4. Consant as & 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: 1853 Camp., § 68.-10-1, enacted by 70-8-1 o 70-85 and 70-8-6 NMSA 1978. However,
Laws 1974,ch- 32,8 1. Laws 1979, Chapter 174 added present 70-8-5.1

Meaning of “this act”. — The term “this act’ NMSA 1978 to the Emsrgency Petroleum Products
means Laws 1974, Chapter 22, which appears as Supply Act.

70-8-2. Purpose and filndings.

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
gevere 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: 1953 Comp., § 85-10-2, enacted by
laws 1974, ch. 22, § 2.
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1948 ‘ Laws orF 1977 Cuar. 255

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 nullify the authority
which any other 'existing state department or agency has with respect
to transportatidn or transmission of energy or with respect to the
ranagenent, progection and utilization of che state lands and re-
sources under 1#5 jurisdiction, or the regulation of utilities, it
being the expregs intent of the legislature that the protection
herein affordedithis state and to its citizens shall be in addition to
those zlready provided.

The provisions of Section 3 and paragraphs (5), (6) and (7) of
Subseczion B of -Section 6 of the Energy and Minerals Departament Act
shall not be corfstrued to grant to the secretary any power or juris-
diction not spegifically granted to the secretary by law to regulate
or control the geverance, production, beneficiation, distribution, use,
pricing, sale or leasing of fuel, power or natural resources."

Section lOQ. Section 65-14~3 NMSA 1953 (being Laws 1975, Chapter
293, Section 3) {s amended to read:

"65~14-3, 'ADDITIONAL POWERS AND DUTIES OF THE OIL CONSERVATION
DIVISION.-~Subject to the limitaticns of the Statutory Unitization
Act the oil conéervation division of the energy and minerals depart-
ment, hereinater referred to as the "division", is hereby vested with
jurisdiction, p&wer and authority and it shall be its duty to make and
enforce such or4ers 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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Act.
Section 110. Section 65-14~4 NMSA 1953 (being Laws 1975, Chapter
293, Section 4} is émended to read:
"65-14-4, DEFiNITIONS.-For the purposes of the Statutory Unic-
ization Ac:, unless;:he context otherwise requires:

A. "p001+ neans an underground reservoir containing a com-
zmon accuoulacion of'erude petroleum oil or natural gas or both. Each
zone of a general sfructure, which zone is complecely separate from
any other zone in tﬁe structure, is covered by the word pool as used
herein. Pool 1s syhonymous with "common source of supply” and with
"coomon reservoir'';

B. '"oil and gas' means crude oil, naturzl gas, casinghead
gas, condensate or §ny combination thereof;

C. "was:é", in addition to its meaning in Section 65-3-3
NMSA 1953, shall inLlude both economic and physical waste resulting,
or that could reasoﬁably be expected to result, from the development
and operation separﬁtely of tracts that can best be developed and
operated as a unice;

D. 'working interest" means an interest in unitized sub-
stances by virtue of a lease, operating agreement, fee title or
othervise, excluding royalty owners, owners of overriding royalties,
oil and gas paymenés, carried interests, mortgages and lien claimants
but including a caﬁried interest, the owner of which is primarily
obligated to pay, dither in cash or out of production or otherwise, a

portion of the unit¢ expense; however, oil and gas rights that are free
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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 rovalty intg¢rest to the extent of the remaining one-eighth

t

thereof;

E. "wo*king interest owner" or "lessee'" means a person who
owns a working interest;

F. "ro&alty interest™ seans a right to or interest in any
portion of the unﬁ:ized substances or proceeds thereof other than a
working interest;

G. ":o&alty owner” neans a person who owns 2 royalty
interest;

H. "unmit operator” mezns the working interest owner, cdesig-
nated by vorking;interes: owners under the unit operating agreement or
the division to éonduct unit operations, acting as operator and not as
a working 1ntere§c owner;

I. "bésic rovalty' zeans the royalty reserved in the lease
but in no event exceeding one-eighth; and

J. "télative value" zeans the value of each separately
owned tract for ;11 and gas purposes and its contributing value to
the unit in rela;ion to like values of other tracts in the unit, taking
into account acr#age, the quantity of oil and gas recoverable there-
from, location op structure, its probable productivity of oil and gas
in the absence of unit operations, the burden of operation to which
the tract will o; is likely 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 determiracion.”

Seccion 111. Sdction 63-14-3 NMSA 1953 (being Laws 1973, Chapter
293, Section 3) is amended to read:

"65-14-5. REQUi.SITES OF APPLICATION FOR UNITIZATION.-~Anv
working interest owner may file an application with the division ra-
questing an order fo? the unit operation of a pool or any part there-
of. The application shall contain:

A, a desc?ip:ion of the proposed unit area and the ver:zicsl
linits to be included thereia with a map or plat thereof attachei:

B. a stazement thar the reservoir or portion thereci in-
volved in the application has been reasonably defined by developmen::

C. a s:a:émen: cf the tvpe of operations contemplated Zor
the unit area;

D. a copy of a proposed plan of unitization which the
applicané considers fair, reasonable and equicable;

E. a copy of a proposed operating plan covering the manner
in which the unit wiil be supervised and managed and costs allocateld
and paid; and

F. an allggacion 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 1973, Chapter
293, Section 6) is agended to read:

"65-14-6. HATT#RS TO BE FOUND BY THE DIVISION PRECEDENT IO

ISSUANCE OF UNITIZATION ORDER.--

A. After an application for unicization has been filed with

et da e aeran e eany
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the division and dfter 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 whe:her;or not each of the following conditions exists:

(lj that the unitized managemert, operation and

further developzemt of the oil or gas pool or a portion thereof is

'

reasonably necessiry in order to effectively carry on pressure mzin-
tenznce or seccnd;ry or tertiary recovery operations, to substantially
increase the ul:iéate recovery of oil and gas from the peol or the
unizized porticn thereof;

(2) that one or more of the said unitized nethods of
operations as a2pplied to such pool or portion thereof is feasible,
will prevent wzst¢ and will result with reasonzble probability in the
increased recovery of substantially more oil and gas from the pool or
unitized portion fhereof than would otherwise be recoveres;

(3> that the estimated additional costs, if any, of
conducting such o%erations will not exceed the estimated value of the
additional oil an? gas so recovered plus a reasonable profit;

(A? that such unitization and adoption of one or nore
of such unitized methods of operation will benefit the working inter-
est owners and royalty owners of the oil and gas rights within the .
pool or portion theteof directly affected;

(5) that the operator has made a good faith effort to
secure voluntary pnitization within the pool or portion thereof

directly affected; and

(0 S YT D L A

\



CHaAaP. 255 ' Laws or 1977 1953

(6)‘ that the participation formula contained in the
unitization agreement allocates the produced and saved unitized hydro-
carbons to the separately owned tracts in the unit area on a fair,
reasonable and equjtable basis.

B. I the division datermines that the participation
formula contained ih the unitizatiom agreement does not allocate
unitized hydrocarbons on a fair, reasonable and equitable basis, the
division shall de:e;mine the relative value, from evidence iatra-
duced at the hearing, taking intco account the separately owmed frac:s
in the unit area, exclusive of physical equipzent, for development of
oil and gas by uaic 9perations, and the production allocazed to each
tract shall be the proporticn that the relative value of each tract
so detarained bears to the relative value of all craccs in the unic
area.

C. VWnen the divisiorn determines that the preceding condi~
tions exist it shzll 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 such terzs a@d conditions as mav be shown by the evidence to
be fair, reasonable, dquitable and which are necessary or proper to
protect and safeguard ithe respective rights and obligations of the
working interest oxneré and royalty owners."

Section 113. Section 65-14-7 NMSA 1953 (being Laws 1973, Chapter
293, Section 7) is amended to read:

"63-14-7. DIVISION ORDERS.--The order providing for unitization
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and unit operation of a pool or part thereof shall be upon terms and
conditions that are %air, reasonable and equitable and shall approve
or prescribe a plan @r unit ag;eement for unit operation which shall
include: |

A. a legaﬁ descriprion in terms of surface area of the pool
or part thereof to b} operated as a unit and the verticzl lizits to
Ye included therein @ermed "the unit area';

B. a statement of the nature of the operatioms contexzplated;

C. an allpcation to the separately owned trzcets in the unit
2rea of all the oil and gas that is produced from the unit area and is
saved, being the p:&duc:ion that s not used in the conduct of opera-
ticns on the unit aﬁea or not unavoidably lost;

D. a provision for the credits and charges to be made in
the adjustment amonq the owners in the unit area for their respective
iavestments in wells, :anﬂs, pumps, machinery, materials and equipment
contributed to the Qni: operations;

E. a provision governing how the costs of unit operations
including capital 19vestments shall be determined and charged to the
separately owned trécts and how said costs shall be paid including a
provision providing:when, how, and by whom the unit production allo-
cated to an owner who does not pay the share of the costs of unit
operations charged *o such owner, or the interest of such cwner, may
be sold and the pro%eeds applied to the payment of such costs;

F. a pro?ision for carrying any working interest owner cn

a limited, carried ér net-profits basis, payable out of production,
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upon such cerz=s and conditions determined by the division to be just
and reasonable, a%d allowing an apopropriate charge for interest for
such service payable out of such owner's share of production, provided
|
that any nonconsegting working interest owner being so carried shall
be deemed to haveltelinquished to the unit operator all of its oper-
ating rights and vorking interest in and to the unic until his share
of the cosgs, serfice charge and incerest are repaid to the uni:
operator;

G. a provision designating the unit operator and providing
for the supatvisign and conduct of the unit operations, including the
selection, removal or subscicution of an operator froz anong the wecrx-
ing Interest owneys to conduct the unit operations;

H. a provision Zor a voting procedure for the decision of
matters to be decided by the working interest owners in respect to
which each working interesc owner shall have a voting Interest equal
to its unit partiqipacion;

I. cthe'time when the unit operation shall commence and tre
manner in which, énd the circumstances under which, the operations
shall terminate aéd for the settlement of accounts upon such termina-

tion; and

J. sucﬁ additlonal provisions that are found to be appro-
priate for carryng on the unit operations and for the protection of
correlative righc§ and the prevention of waste."

Section 114. Section 65-14-8 NMSA 1953 (being Laws 1975, Chapcer

293, Section 8) ig amended to read:
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"65-14-8. RATIFICATION OR APPROVAL OF PLAN BY OWNERS.--

A. No agrder of the division providing for unit operations
shall become effe¢tive unless and until the plan for unit operations
prescribed by the division has been approved in writing by those
persons who, undef the division's crder, will be required initialiy to
pay at least sevemty-iive percent of the costs of the unit operations,
zad also by the o#ne:s of at least seventy-five percent of the procuc-

tion or proceeds thereof that will be credited to in:terests which are

[

cee of ccst such-as rovalties, overriding royalties and production
payments, and the:rdivision has made a finding either in the order
providing for unit cperations or in a supplemental order, that the
plan for unit cperations has been so approved. Notwithstanding any
other provisions ¢f this section, if seventy-five percent or more of
the unit zrea is ¢wned, as to working interest, by one working
interest owner, shch working interest owner nust be joined by at least
cne other workingiinterest owner in ratifying and approving the plan
of umnit operationg, 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 urnit

]
operations to defeat the plan.

B. 1If bne owner is the owner of at least twenty-five per-
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ceat, but not more than fifty percent, of the production or proceeds
thereof that will bé credited to interests which are free of costs,
such owner must be joined by at least one other owner of the sarme
tvpe incerest in di;approving, or failure to approve, the plan of
unit operations to defesat the plan.

c. If thé persons owning the required percentage of inter-
est in the unitc ares do not approve the plan for unit operations with-
in a period of six éon:hs from the date on which the order providing
for unit operations.is made, such order shall ceasa to be of furcher
fozze and effect and shall be revoked by the divisien, unless the
division shall extend the time for ratification for goed cause shown.

D. Wnen the persons owning the required perceatage cf
iaterest in the unit area have approved the plan for unit operations,
the interests of ali persons in the unit are unitized whether or not
such persons have a&proved the plan of unitization in writing."

Section 115. $ection 65-14-9 MMSA 1953 (being Laws 1975, Chapter
293, Section 9) is imended to read:

"65-14-9. AME&DNENT 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 fortunit operations, provided:

A, if su%h ar amendment affects only the righes and inter-
ests of the workinggin:erest 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
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allocation of oil apd gas as established for any separately owned
tract by the original order, except with the consent of all working
interest owners and royalty owners in such tract, or change the per-
centage for the alxocation of costs as established for any separately
owned tract by the original order, except with the consent of all
vorking interest owmers in such trace."

Section 116. :Sec:;on 65~14~10 NMSA 1953 (being Laws 1975, Chapter
293, Section 10) ig acended to reaad:

"65-14-10. PﬁEVIOUSLY ESTABLISHED UNITS.--The division, by order,
nay provide for thé unit operation of a pool or parts thereof that
ecbrace a unit are% established by a previous order of the division.
Such order, in pto#iding for the allocation of unit production, shall
first treat the un%t area previously established as a single trace,
and the portion of’:he unit production allocated thereto shall then be
allocated among the separately owned tracts included in such pre-
viously es:ablishe& unit area in the same proportions as thcse
specified in the p#evious order.”

Section 117. ;Section 65-14-12 NMSA 1953 (being Laws 1975,
Chapter 293, Secti@n 12) is anmended to read:

"65-14-12, OPERATION~-EXPRESSED OR IMPLIED COVENANTS.—All
operations, including but not limited to, the commencement, drilling
or operation of a ﬁell upon any portion of the unit area shall be
deemed for all purboses the conduct of such operations upon each
separately owned tract in 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 deemed, for all purposes,
to have been actudlly produced from such tract by a well drilled
thereon. Operatidns 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 cr contract covering
lands in the unit .area to the extent that compliance with such obliza-
ticns cannot be had because of the order of the division.”

Sectisn 113,  Sectilon 63-14-16 WMMSA 1933 (being Laws 1973, Chaprer
293, Section 16) is amended to read:

"$3-14-16. DIVISION ORDEZRS.--

A. Yo division order or other contract relating 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 rezain
in Zorce and apply to oil and gas allocated cto such tract until
terzinated in accofdance with the provisions thereof.

B. For purposes of this section, 'division order™ shall
mean a contract of‘sale to the purchaser of oii and gas." »

Section 119. 'Section 65-14~-18 MMSA 1953 (being Laws 1973, Chap-
ter 293, Section 18) 1s amended to read:

"63-14-18. EXISTING RIGHTS, RIGHTS IM UNLZASZID LAND, AND ROVAL-
TIES AND LEASE 3URDENS.--Property rights, leases, contracts, and other
rights ot obligatiéns shall be regarded as amendad and rodified calx
to the extent n2cegsary to conform to the provisions and requirements
of the Statutory Uéitization Act and to any valid order of the divi-

sion providing for 'the unit operation of a pool or a part thereof, but
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othervise 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 pcol or a part thereaf, shall in zll
events be and remain free and clear of any cost or expense of devel-
oping or operating the unit and of any lien therefor as an encumbered
source from which to pay the royalties or other cost-free obligations
due or payable wiith respect to the production from such tract. If a
lease or cther contract pertaining to a tract or interest szipulates a
royalty, overriding royalty, production payment, or other obligation
in excess of one-kighth of the production or proceeds thereircm, then
the werxing interlest owner subject to such axcess pavzment or other
obligatica shall bear and pay the same.”

Saction 120.> Section 65-14-21 NMSA 1953 (being Laws 1973, Chap-
ter 293, Section 21) is amended to read:

"65-14-21. YUNLAWFUL OPERATION.--From and after the date desig-
nated by the division that a unit plan shall become effective, the op-
eration of any welll producing from the pool within the area subject to
said unit plan, by persons other than persons acting under the author-
ity of the unit plan, or except in the manner and to the extent pro-
vided in such un#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 COM{ISSION 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 mirerals departx:ent
shall terminate pursuant to the provisions of the Executive Rzorzani-
zation Act on July 1, 1983,

Section 123.; ETTECTIVE DATE.--The effactive daze of the provi-

‘

sions of this acrt i3 March 31, 1978.
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Ratificatiop. In a broad sense, the confirmation of a
previous att 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 the act, as to some or all persons, is given effect
as if originally 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, although done under such circumstances as
would not bind him except for his subsequent assent. [t
is equivaleilnt to a previous authorization and relates
back to tin]ne when act ratified was done, except where
intervening rights of third persons are concerned.

In contrgct law, the act of adopting or confirming a
previous adt which without ratification would not be an
i

enforceabl{e contractual obligation, or confirming an ob-
ligation by one without the authority to make or do (or
who was fincompetent at the time the contract was
made). The act of ratification causes the obligation to
be bindingf as if such was valid and enforceable in the
first inst.ar?ce.

Approval, as by legislatures or conventions, of a con-
stitutional jamendment proposed by two-thirds of both
houses of Congress. Approval by the electorate of a
proposed S:k.ate constitutional amendment.

In the law of principal and agent, the adoption and
confirmatign by one person with knowledge of all mate-
rial facts, of 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” by principal of act of agent is manifestation of
mental detérmination by principal to affirm the act, and
this may be manifested by written word or by spoken
word or by conduct, or may be inferred from known
circumstan;bes and principal's acts in relation thereto.
Express ra}.iﬁcations are those made in express and
direct terms of assent. I/mplied ratifications are such as
the law présumes from the acts of the principal.

Estoppelgand ratification distinguished, see Estoppel.
See also Adknowledgment; Approval, Confirmation.
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OF THE PLAN FOR UNIT OPERATIONS
AS STATED IN THE ﬁNIT AGREEMENT AND
UNIT OPERATING AGREEMENT OF THE
MYERS LANGLIE-MATTIX UNIT
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

or conslderation and the purposes stated in those certain
agreements, entitled as above, both being dated Januery 1, 1973,
and tgq obtain the benefits of unitized management, operstion and
furthér development of the 01l and gas properties in the Kyers
Langlie-Matcix Unic pursuant to New Mexico Oil Conservation
Commigsion Order No. R-6447 entered on August 27, 1980, approving
statutory unicization of the Myers Langlie-Mattix Unit, the
wndergigned (vhether one or wore) represents that it is a
Working Interest Owner within the meaning of that term as used
in the captioned Unit Agreement and, as such, does hereby consent
to ratify snd spprove the plen for umit operations contained in
the captioned Unit Agreement and Unit Operating Agreement, said
Agrei:znts being incorporated herein by reference and said plan

for unit operations having been approved by the New Mexico 0{1
Consdrvation Commission in Order No. R-6447,

fIf the undersigned is also a Royalty Owner, within the weaning
of that term as used in said Unit Agreement, then for the con-
- sidetations and purposes hereinabove stated, this ratification

and ppproval shall extend to the undersigned's Royalty Incerest
as well as to its Working Interest.

' The undersigned hereby acknovledges receipc of copies of
sald New Mexico 0Ll Conservation Commission Order No. R-6447,
Unid 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 umcondicionally
delivered on the date set out hereinbelow.

. This ratifi{cation shall extend to and be binding upen the

undersigned, his heirs, legal representactives, successors and
asslgns.

t

The wndersigned, wvhether one or more, is referred to in the
neyter gender.
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. 1N WITNE$SS WHEREOF, this instrument is executed this g‘g,g/
d’y of e oY , 1980 .

oA, g

ttorney - L&~—Fact for Sun 0Ll Compsny (Delavere)
for Sun Texas Company,

A{I‘TEST: a Division of Sun 0il Company (Delavare)

STATE OF _eloy' an )
f - ) 8,
cowry of {10 Ol s )

SUBSCRIBED AND SWORN TO before ms this f)a‘l day of

fg)o(/ngu , 1980 .

!ﬁy Commission Expires:

Leb 188 } o 1
‘ ] GETTY OIL COMPANY FILED
Ay NOV 1 9 1980 JAN 6 108,
‘- B Ve o \.'. . l(_#"_ﬁ o
G F 2 hg&tj,e;«% i Egusr?m:gm ;’;‘ reEned ol gy u:.f{\“‘
ot A PR ION DEPARIM g
4 h - l D‘"Tm\ —
ax%;;&

"Pnf'




STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

_E KING
VERNOA supr(zsL'AO“lCE S0x 2088
NO OFFICE Bun,
" LARRY KEHOE January 5, 1981 SANTA FE. NEW MEXICO 87501
. SECRETARY (505) 827.2434

g7
Coss- o
Mr. William F. Carr
Campbell and Black, P.A.
P. 0. Box 2208
Santa Fe, New Mexico 87501

Re: Myers Langlie-Mattix
Unit, Lea County,
New Mexico

Dear Mr. Carr:

The 0il Conservation Commission is in receipt of the sworn
affidavit of Raymond W. Blohm, District Production Manager for
the Midland Exploration and Production District of Getty 0il
Company, wherein Mr. Blohm swears that Getty 0il Company has
received written approval or ratification of the plan for unit
operations from more than 75 percent of those who would be
required initially to pay the costs of unit operations and from
more than 75 percent of the interest owners of production pro-

) ceeds from the unit that will be credited to interests which
are free of costs.

The above percentages of ratification or approval of the
plan for unitized operations meet the criteria set forth by
Section 70-7-8, NMSA, 1978 Comp., and were also within the
time limit prescribed by said Section 70-7-8. It is therefore
hereby determined that Commission Order No. R-6447 unitizing
all interests in the Myers Langlie-Mattix Unit Area, lLea
County, New Mexico, is in full force and effect.

Very truly yours,

JOE D. RAMEY

Division Director and
Secretary, 0il Conservation
Commission

JDR/DSN/fd
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OCT - 6 'R0
OF THE PLAN FOR UNIT OPERATIONS

WMIDLAND E&P DISTRICT
AS STATED IN THE UNIT AGREEMENT AND | pRODUCTION DEPARTMENT

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 oil and gas properties in the Myers
Langlie-Mattix Unit pursuant to New Mexico 0il Conservation
Commission Order No. R-6447 encered on August 27, 1980, approving
statutory unicization of the Myers Langlie-Mattix Unit, the
undersigned (whether one or more) represents that it is a
Working Interest Owner within the meaning of that term as used
in the captioned Unit Agreement and, as such, does hereby consent
to ratify 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 O4il
Conservation Commission in Order No. R-6447,

If the undersigned i{s 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 ratification

and approval shall extend to the undersigned's Royalty Interest
as well as to its Working Interest.

The undersigned hereby sacknowledges receipt of coples of
said New Mexico Oil Conservation Commission Order No. R-6447,
Unic 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 the

undersigned, his heirs, legal representatives, successors and
assigns.

The undersigned, whether one or more, is referred to in the
neuter gender.
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IN WITNESS WHEREOF, this instrument is executed this 30th
day of September , 198 0 |

XMA) M/

ATTEST:

Xt Brorict, .
/__

STATE OF Florida
88,

s

COUNTY OF srovard

September , 198 0

R
* ,c.
y A
-
<

Ve B e

Notary Public ror clorta Bundy

My Commission Expiraes:
STATE OF NEW MEXICO
COUNTY OF LEA
WOTALY PURLIC STATE OF ROLIDA AT LAGE FlLl:D
MY COMMISSION G AN 1) 1902
SONDEID N GINGIAL 1S, LNoawWRITERS

3

s JAN 6 1981
- /71 SRR RS - oM

and revarded in Dok o
Page

Dobne Beuge, County Clerk
By. Deputy

COAtER 5 aiRe and corrpr? €20y 0l tivg 27 2

HIT ISRV
Count s Clerk
Eivot & Wiseon Taid 3 Arsiras
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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 is the Midland District Production Manager for
Getty 0Oil Company.

2. That as District Production Manager, he 1s responsible
for the development and production of the oil and gas properties
of Getty Oil Company in Lea County, New Mexico.

3. That on June 19, 1980, Getty 0Oil Company filed an
apolication with the New Mexico Oil Conservation Division under
the New Mexico Statutory Unitization Act (Section 70-7-1 through
70-7-21, N.M.S.A., 1978 Compilation) seeking an ordér providing
for statutory unitization of the Myers Langlie-Mattix Unit in
Lea County, New Mexico.

4. That Section 70-7-8, N.M.S.A., 1978 Compilation provides
in part as follows: "No order of the Division providing for
unit operations shall become effective unless and until the
plan for unit operations described by the Division has been
approved in writing by those persons who, under the Division's
Order, will be required iﬁitially to pay at least seventy-five
percent of the cost of unit operations, and also by the owners
of at least seventy-five percent of the production proceeds

thereof_that will be credited to interest which are free of
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cost . . . 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 operation has been so approved."

S. That the application of Getty Oil Company for statutory
unitization of the Myers Langlie-Mattix Unit (Oil Conservation
Division Case No. 6987) was hecard by the full Oil Conservation
Commission on August 5, 1980.

6. That on August 27, 1980, the 0il Conservation Commission
entered Order No. R-6447 approving the application of Getty O0il
Company for statutory unitization of the Myers Langlie-Mattix
Unit.

7. That 0il Conservation Division 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 "that when
tﬁe 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
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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 0il Conservation

Division Order No. R-6447 on January 1, 1981 at 7:00 a.m.

Yy A

Raymond W. Blohm

SUBSCRIBED AND SWORN TO before me this 2 «¢7X day of

,A;Qeéember, 1980, by Raymond W. Blohm.

. "‘\‘ IR ._'_‘:/g’\
- 'LZ“-‘
aE LROAVERT  Natery Public
e . Midlaret Cavaty, Tosas
. . (\. [ ) ’ ’
. S / Notary Public

‘JQMQ Commission Expires:

b-20-F &

STATE OF NEW MEXICO -
COUNTY OF LEA .
FILED

JAN 6 1981 i

at Z/-'g-_s__o'dock A 1 ::."-. h
and recorded in Book l N ' U . , :
Page 5//) . ey .

Donna Benge, County Clerk
By, L Lot Deputy
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Gety O Company | PO Box 1231 Miciand Tuxas 79702 - Tewephone 19151 6836301

July 14, 1981

File:Myers Langlie-Mattix Unit
Langlie Mattix Field
Lea County, New Mexicc

Re: Statutory Unitization

MYERS LANGLIE MATTIX UNIT
ROYALTY IMNTEREST OWNERS:

Please refer to our letter of September 15, 1980. We have
received ratifications from owners of over 99% of the royalty
interests and working interests. The New Mexico 0il Conservation
Commission Order No. R-6447 is now in force effective January 1,
1981.

The statutory unitization will improve unit operating effi-
ciency and increase ultimate recovery. We appreciate your cooper-
ation in bringing about this action which will benefit every royalty
interest owner in the unit.

Sincerely,

e d b0 Y

Raymond W. Blohm
District Production Manager

tse

FSC:sah

7

“cc: T. C. Meade - Midland



DOYLE HARTMAN
Oil Operator
3811 TURTLE CREEK BLVD . SUITE 730
DALLAS, TEXAS 75219

{214] 520-1800

{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 is made to Oxy's proposed $7.36 million budget for
the Myers Langlie Mattix Unit for fiscal year 1995. Reference is
also made to our letter to Oxy of June 9, 1993 wherein we informed
Oxy that we were not agreeable to participating in a 1large
redevelopment of the Myers Langlie Mattix Unit and therefore
proposed to assign to Oxy Doyle ‘Hartman, 0Oil Operator’s 4.8691%
working interest in the Myers Langlie Mattix Unit, in exchange for
Oxy assigning to Doyle Hartman, 0Oil Operator its 160-acre Eumont
tract situated in the SW/4 Section 2, T-22-S, R-36-E.

More than one year has transpired since we first informed Oxy
of our desire not to participate in substantial new Myers Langlie
Mattix Unit development drilling. During the past twelve months,
our 4.8691% Myers Langlie Mattix Unit working interest has suffered
a net operating loss of $36,010.89 (7/93 - 6/94), and on a 100%
basis, the unit has suffered a net operating loss of $739,580.74
over the same time period.

Obviously, based on the financial performance of the Myers
Langlie Mattix Unit over the past twelve months, it is highly
questionable (under the terms of the Unit Agreement for the Myers
Langlie Mattix Unit) whether the Myers Langlie Mattix Unit is still
a viable secondary recovery unit, especially in consideration of
the fact that the o0il recovery to date from the Myers Langlie
Mattix Unit is nearing the total of primary plus secondary oil
reserves initially expected from the Myers Langlie Mattix Unit.




Mr. Charles Pollard
Operations Engineering Supervisor and
Mr. Scott Gengler
August 24, 1994
Page Two

The Myers Langlie Mattix Unit has been in existence for
approximately twenty vyears and was unitized for the purpose of
conducting secondary recovery operations that would have been
impractical without the formation of a waterflood unit. The unit
was not conceived of and formed for the purpose of recovering
substantial and previously undeveloped primary reserves. The
anticipated secondary o0il reserves envisioned in the early 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) justified an extensive new Myers Langlie
Mattix Unit development program based solely upon the recovery of
substantial and previously unanticipated and undeveloped primary
reserves.

The currently effective Myers Langlie Mattix Unit
participation factors were not approved for the purpose of
developing substantial and previously undeveloped primary reserves.
If substantial primary oil reserves still exist within the Myers
Langlie Mattix Unit, Doyle Hartman and James A. Davidson possibly
desire to develop their own primary reserves, or at least contend
that new and more equitable unit participation factors must be
accurately computed and approved by the proper regulatory
authorities and current working interest owners before any newly
proposed development work can proceed. It is mandatory that new
and equitable participation factors be utilized for developing any
substantial and previously unanticipated primary reserves with the
new participation factors being mathematically proportional to the
reserves underlying those leases from which any new primary
reserves are to be derived.

Consequently, it is the position of Hartman and Davidson that
Oxy most certainly has not taken the necessary step of computing
and obtaining approval for new and more equitable unitization
factors and without doubt does not possess the proper authority for
proceeding with its proposed development program. However, since
we would prefer not to interfere with Oxy’s future plans for the
Myers Langlie Mattix Unit, we respectfully suggest that both
parties sit down and work out a mutually agreeable exchange of
properties whereby Oxy can proceed with its desired plans for
infill drilling in the Myers Langlie Mattix Unit and Hartman and
Davidson can receive from Oxy an exchange property or properties
that we ourselves can develop.



Mr. Charles Pollard
Operations Engineering Supervisor and
Mr. Scott Gengler
August 24, 1994
Page Three

Since it is imperative that a resolution be immediately
reached corresponding to the future development of the Myers
Langlie Mattix Unit, we ask that you promptly make contact with
James A. Davidson (915-682-6482) about setting up a meeting to
initiate a mutual exchange of property.

Very truly yours,

DOYLE HART . OIL OPERATOR

Dorscd—

Doyle¥YHartman
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



Mr. Charles Pollard
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, 0Oil Operator
500 Main Street

Midland, TX 79701
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: 200« 31, '
frrigat ditch of a surface owner, provided th, nothing hercln f {&‘bodfjﬁ

ton-
strued as leasing or otherwise conveylng to Working lntcrecst Ovacre a site for
& water, gas injection, processing or other plant or camp site. Wotking Inter-

est Ownars shall pay the owvner for damapus to growing crops, tlmber, fences,

{mprovemente, and structures on the Unit Arca that result from Unlt Oporationg,

SECTION 14, TRACT PARTICLPATION. Participation of each Tract {is
shown {n Exhibit "C" and has been computed in accordance with the folloving:

(a) Phase ] Participation. Phase 1 begins the effactive date hereot

un@Icontinuel unt{l the first day of the month next followi{ng the date that the
cunulative volume of ofl ;roduced after January 1, 1969, from the Unitized
rofmttton underlying a1l of the Tracts {n the linit Area totals 299,013 harr;ln.
The Tract'rcrciclpatlon of each Tract during Phase 1, shown on Exhibft e, f{a
based upon the tollouing foreula:
Tract Participatfon Percentage
Phase i qq‘lll _
100 4
ﬁhotox. "“A' equals total fncome frém oil and 3;l:9toduced from such

Tract from the Unifi:ed Formation durfing the period Jaauary 1,

1968, through December 31, 1968, |

YB" equals the sumatfon of the total income from oil and

gas produced from all quslified Tracts froa the Unitized

Formation during the petiod January l.'1968. through

‘December 31, 1968,

_(b) Phase ]I Partfejpation, Phase II nhlll_bck(n the flt;t_dty'of
the month next following the date on which the lsst of the 299,013 barrels
referred to in (a) above 13 pro&ﬁced and shall continue for the remainder of
the term of this agreement. The Participation 6f each Tract during Phaee 11,
shown on Exhibit 'C",.is bcun& upon the following fotuulc:.

Tract Plttiel@ation Percentage,
éhllo I1 equals
85§ plus 10 § pluss §-
Where: “E" cquals the estimated quancity of oil ultimstely recoverable
- from the Unitized Pormation by primary tacov?ty operstions
credited :o.o;ch Trect.,
P equals tho aqgactlon ot the oattnqted quantity of ol

i Ry
B

ultimacely rceov‘tablc !ron the Unitised Formation by

-12-



BOOK Ji:.‘.' et Jbb pri=ary recovery oparations oredited to all -ualiffed Tracts,

G- equals the cumulative oil produced from the Unitized
Fornation underlying each Tract as of July 1, 1966,

"B equals the summation of the cumulative ofl produced
from the Unitlled Pormat {on underlying all qualified Tracta
as of July 1, 1966,

“1'" equals the number of acres contained {n cach Tract.

“J" equals the sumation of the nunber of acres contained
fn all quali{fied Tracts,

1f less than all Tracts vithin the Unit Area qualify for participatinn
hereunder as of the effective date hereof, Unit Operator ehall f{lec wvith the
quorvilér, the .Commissioner and tﬁe Coormiseion a schedule showing the quali-
fied Tracts as of said effective date, which schoedule shall be designated
Revised Exhibit C and considered for all purposes as a part of this apreemont,
Said t;vlled Exhibit C shall set forth opposite each qualified Tract tho reviged
Tract Participation therefor vhich |h|li be calculated by using the samc factars
and formula vhich were used to srrive at the Tract Part{cipstfons set out {n
Exhibit C attached hereto, but applying the same only to the quali{ffed Tracts,
Said revised Exhibit C, upon approval by the Supecrvisor and the Commiesioner,
shall supecsede, sffective as of the affective date hereof, the Exhibit C
atteched heteto.

The Tract Participations shovn on Exhibit C attached hereto, cr as may
be shown on the Ravised Exhibit C as above provided, shall govera tho sllocatfon
of unltizod substancas on and after the effective date of this Unit Agreamcnt, and
until the Trac£ Participstione are revised pursuant to this agreemcat and such re-
vised Tract Participations are approved by the Supervisor and the Comnisgloner,

(c) Within Sixty (60) days after the requl?cuentu for commencement
of Phasc L1 have been met, the Operator will notify the 611 and Gas Depactment
of the New Mexico State Land Office of such coanversion to Phase LI. !

SECTION 1S. TRACTS QUALIFPIED FOR PARTJCIPATION. On and after the |
effective date hereof, and until expansion as provided {n Sectioa 4 hercof,
the cracts within th; Unit Area vhich shall be ontitled to participation (as
étovidcd in Section 14, Tract Participstion, hereof) in the production of

Unitized Substances shall be composed of the Tracts shown on Exhibic A and

I{eted {n Exhibit "B" which qualify ae¢ follows; )

-13- . “
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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
plaintiffis 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 justify the essential
inference that plaintiffs in any way
joined in the design of arson.? 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, if
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 plaintiffis did nothing
about it. 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 it. 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.

2. Tn ecases involving either civil conspiracy
er criminal conspiracy, ‘conspiracy’ hus
been defined as a combination of two or
moere persons by concerted action to uc-
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For the several reasons given, we con-

clude the trial court erred in refusing

to direct a verdiet for plaintiffs’~ TRe “

PSR AN

N

judgment is reversed and the cause re! ¥

manded for judgment in accordahce' “Eﬁg
the views expressed in this opinion, - "’%;‘%
. = . . P ‘f:(i.
B 2
3
oy R
Rt B
B
PETER FOX BREWING COMPANY 4:;
et al., Plaintiffs-Appellants,
V.
SOHIO PETROLEUM COMPANY et al,
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
Court for the Northern District of Il-
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. L

Affirmed. S

1. Mines and Minerals ¢=92.78, 92.80

Imposition of Oklahoma unitization: -
statute and plan to field did not render il-

complish some eriminal or unlawful pur-
puse or some purpose not in itself eriminal
or unlawful by ecriminal or unlawful
means. 11 LL.P. Conspiracy § 2 (1933).

o

R SES S R



-, PBTER FOX BREWING CO. v. SOEIO PETROLEUM CO.
'Z"' S " Cite as 206 F.2d 274 (1061)

legal but amended, agreement for royal-
«.,.ty payment subject to flat deduction for
Lieach well, and recipients of royalties were

t
ent,"rather than oniobligation to share
¥expenses:as allocated by plan.-52-0.S.
‘ 96;;§§ 2871 et seq 287950 udy

2 2. Mlnes and Mlnerals @92 78 .

T e Rec1p1ents of royalties under agree-
ment that flat’ deductxon should be made
for “each ' producmg well ‘were llable for

gdeduchons for wells which were closed,
‘but"%vhlch ‘received credit for share in

hﬁeld’s productlon under Oklahoma uniti-

, zatxon plan imposed after agreements

% Were made 52 O S 1951 §§ 287.1 et seq.,

*2879 SEE

ClideT s
-8 Qontracts @=1

'wp  Rights of parties fixed by contract
are not governed by comparing their sub-

‘, ;eguent relative gains or losses.

. - —_—

3

¢ Ernest Greenberger, A. Bradley Eben,

.Joseph P. Antonow, Chicago, Ill., for
‘,plamtxﬁs-appellants Richard A. Slegal
;Chxcago, IIL, of counsel. :
#R:George W. Hazlett, Cleveland Ohio,
rGeorge J.0'Grady, Chicago, IIl, for ap-
kpellees, McAfee, Hanning, Newcomer &
Hazlett ‘Cleveland, Ohio, Ross, McGowan
§O’Keefe, Chicago, Ill., of counsel.

Before HASTINGS, Chief Judge, and
iREJFFY and CASTLE Clrcult J udges

#i: HASTINGS Chief Judge

.l"‘la.mtxﬁ'sl (appellants) brought this
%vemxty action’ for reformation of two
agreements between plaintiffs and de-

endants * (appellees), relatmg to oil and

as leasgs in Oklahoma ‘and for an ac-

“Schmitz remains a party. The inter-
el'ta "of the’ other three original plaintiffs
- vere transferred during the pendency of
25this action to Christiana Oil Corporation,
‘B~Tekoil Corporation and Schmitz Oil Com-
gcpn.ny, who were substituted as plaintiffs.

&

hable for deduction prescribed by agree-.
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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.IlL,, 189 F,
Supp. 743 (1960)....This appeal followed.

The facts were largely stipulated and
may be summanzed 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 QOil 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, it 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 (1/2) of the followxng items:

* . 2 P T { . *

+ *(b) That quantlty of crude oxl
gas, casmghead gas, and other hy-
dro-carbons, or the proceeds there-
of, wlnch at _current, well market
pnces ‘at the'time “of sale thereof,
shall be equal in value to $200.00 per
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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.x
while such condition shall exist the
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,
* * * » L}

“(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 authonty
having jurisdiction.”

On February 15, 1944, plaintiffs as-
signed additional leases to defendant un-
der an agreement which, insofar as it
relates to the present controversy, is xden-
tical thh the agreement of August 20‘
1943. Both instruments will be referred
to as “the agreements * In October,
1947, at” plaintiffs’ “instance, defendant
eliminated the additional $50 per month
deduction for wells whlch produced more",
than 10% water. ;- Q lmo'y,,

BetWeen 1943 andﬂl?45 Hunton Lxme
volved here Plamtxﬂ‘s overmdmg roy*-{
alties were computed on the basis of one>
half of the- seven-elghths of the oil’ %nd
gas detually produced; less production®
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PETER FOX BREWING CO. v. SOKIO PETROLEUM CO.
Cite as 296 F'.2d 274 (1961)

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-

3. 52 Okla.Stat. § 287.1 et seq.
4. 52 Okla.Stat. § 2879, (L

217

tion or order of the Commission
made and adopted pursuant hereto,
but otherwise to remain in full force

and effect.” ¢ 7, g

*“The amount of the unit produc- 2

* 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 it be more or less than
the amount of the production from
the well or wells, if 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 separate]y-owned tract had not
said unit been organized, and with
the same legal force and effect.” &

“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 or portlon‘thereof |
included 'in” the’ umt Jarea. “Wells”
dnlled or operated on any part of the
unit area no matter where located
shall for all purposes be régarded as

5. 52 Okla.Stat. § 287.9, 13.



278

wells drilled on each separately-
owned tract within such unit area.” ¢

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.

It 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, it 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 Justlfy reformatlon either on
pr1nc1ples of equlty or because of uniti-
zation.” Further defendant argues that
the umtxzatlon statute requlres the as-
sumptlon that a producmg well is located
on every quarter-quarter section of land
w1th1n the umt area,” whether or not a
producmg well 1s actually _lo'cated thereon

RITCLTRNL 10

The. 1ssues thus before us' are - (1)
whether the two agreements should be
reformed and (2) whether defendant'

" are content, to’ follow its teachmg o 3 In'y
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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
proper.

‘s,

the Corporation Commission of { Oklg2
homa, to which was committed Jurlsdu,u
tion to administer the Act; en'oeredf*aﬁ.
order creating the West Edmond Hunton 3
Lime Unit (the Order), defining the unit -
area and prescribing the Plan of Unitizat :
tion applicable thereto (the Plan). i Thé .
Plan became effective October 1, 1947 and
has remained in force since that time
with certain amendments not materlal m .
this case,

Btk dobe

Schmifz and the Foxes Jomed in the .,
petition for unitization. The Plan ﬁnallyf.":'
adopted by the Corporatlon Commlssuon i
conformed to that proposed by petltlon-
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
0il Corp. v." Amerada Petroleum. Corjp,'.,-
343 U.S. 390 391 72 S.Ct. 842 843, 96
L.Ed. 1022 (1952). e

The Palmer holdmg was recogmzed m &

West Edmond Hunton Lime Unit v. Stan-- :
olind Oil & Gas Co., 10 Cir., 193" F2d 3
818, 823 (1951),. cert.: denied.343. U.S.5;
920, 72 S.Ct. 678, 96 L.Ed. 1333: (1952)
In.the latter case, the Tenth Circuit con-
s1dered and. upheld the vahdlty of the
same. Order and . Plan before us in the -
mstant appeal, although on another quee—
tlon of law not relevant to the mstant
case.- A careful analysls oi the Act, Or 5
der and Plan are { to be found 1n that opln- i
ion_ and need not be re repeated here We'k

w . i
E B "‘ ._-?'r.l K:, ’i[!'g;,’\ﬂ ’

6. 52 Okla.Stat. 52879 14
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PETER FOX BREWING CO. v. SOHIO PETROLEUM CO.
Cite as 206 F.2d 274 (1961)

finding the effect of the Plan the court
said, inter alia: R

“The plan ‘of umtxzatlon adl~th

PSP

- effect of umtxzmg "all further devel- :

- opment and’ operatlons for t.he pro-‘ i
“ductxon of oil and’ gas from’ the Hun— ?
ton lime formation i in"the unit’ area, f‘
and of pooling and un1t121ng the pro- ‘
duction so obtained ‘to the same ex- °
tent as if the unit area had been in- .
. cluded 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, composéd of the separate
" tract owners, with a voting interest
equal to the respective unit owner-
ships.” Id, 193 F.2d at 821. =
It is quite clear to 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 partles S A

sl B 22 PO A s

E D FOUE 'I.-._-‘ Cal
Plamtxffs basic contentxon is that “the

‘compulsory umtxzatlon of the assxgned

tfacts 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.”
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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. :: Traditional
equitable grounds for reformatlon 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 hls
command.

}Howeve»r, 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 Qil &
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, it necessarily follows that the con-
ditions underlying their original agree-
ments were -made illegal and that it 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 gquantity of
production to be shared by the owners of
the unit. It did not change the propor-
tions in which the parties were to share
in the allocated production. . Article VII
of . the Plan requxreskallocatlon of unit
productlon among the separately owned
tracts, in. the unit in accordance with
their respectwe percentage interests. It
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. umtxzatlon . ‘_f’_,,

; 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
(0Kk1.1954).

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 séveral 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-
main in full force. and effect.”... (Empha-

-8is, added )%-This provision is consxstent
}thh Sectlon 287.9, { 1.of the Act supra.

B! It ‘sedms clear™ to" us that'the "Act ’and
Plan; by’ operatxon of law,” amended the
’agt’eements"to‘ the’ tent niécessary” to
"maké them'’ conform thereto, and then de-
Telared that1 othermse‘*' the*agreements
should remaln 1n full‘ force and effect.z v

rrrim vl

GE Thia conclusmn 1s but{ressed by the
ﬁndmg" contamed in paragraph 13 of the
Otdet Mt G igaid ? Plan of
Umtxzatlon is fair, reasonable and equi-

PRI T FURREV IR SN

table and contains all the terms, provi.
sions, conditions and requirements rea- ,‘
sonably necessary and proper to protect, - -
safeguard and adjust the respective 5
rights and obligations of the several per-|
sons affected, including royalty owners;"
owners of overriding royalty 1nt.erest,; 3
LA B L —.t:ga

Plamtxffs, in effect, are asking the'
court to make an adjustment or reforma- ¥
tion not provided for in the Plan. This it .3
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,

{11 Wehold 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.

1.

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 tna] court erred in deny-
mg such recovery. A RN

Smce 1951, defendant has taken t.he

, »i!‘

»monthly ‘per-well deduction in ‘computing
“the overndmg royalties: on unit produc-

tion allocated to 16 tracts on whxch ‘wells
were shut in and were no longer produc-
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Cite s 206 F'.2d 281 (1961)

ing. . Plaintiffs argue that the agree-
ments do not permit the deduction except

at such time as there is a producmg well.

‘on.a tract, and that since a shut in well

'does not incur operatmg expenses, pla.m-,
o tiffs should be relieved from their ‘ex-.

. pense obhgatlon with respect to such well.-
Y.Both Section 287.9 of the Act and Ar-

ticle VI of the Plan require the assump-

tion that the amount of unit production
. .allocated to a tract be considered as “pro-
ductlon 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.”?

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
thexr tax counsel-—an overriding royalty
" entlrely free of expense, but subject to
a. the monthly specified per well deductions.
Thls arrangement was incorporated in
g_a second and similar agreement six
K months later covering additional leases.
T "After operating under this arrangement
for more than four years, they accepted
defendant’s offer to reduce to $200 per
well the monthly deduction of $250 ap-
- phcable to eight wells then producing
! —bxg}mre than 10% water.

~[2] .In the case at bar, unitization
= provxded that plaintiffs, as owners of an
.overndmg royalty interest, were entitled
'.to share in unit production allocated to
all tracts, including those on which the
,wells had been abandoned. It necessar-
cily follows that defendant should be en-
% titled to continue the per well monthly
gs deductxon in respect of such abandoned

shut in wells, in computing the amount of
the overriding royalty, even though there
be no production on tracts w1th 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, 2564 P.2d 776 (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

George HOOPER, Plaintiff-Appellant,
V.

TERMINAL STEAMSHIP COMPANY,
Defendant-Appellee.

No. 63, Docket 27003.
United States Court of Appeals
Second Circuit.

Argued Nov. 8, 1961.
Decided Nov. 24, 1961,

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. § 2879, § 4.
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FOREWORD

When the Interstate Oil Compact Commission was formed in 1935, it was for the
purpose of promoting the conservation of oil and gas and the prevention of physical waste.
Over the years, the Commission has taken every opportunity to fulfill this purpose.

One of the most important functions of the Interstate Oil Compact Commission is
the dissemination of information in the form of printed reports, pamphlets and books for
general distribution to state conservation agencies, the public and members of the industry.
This Legal Report of Oil and Gas Conservation Activities has long been recognized as an
outstanding vehicle for this purpose, as it provides a means of reporting legal activities
which have taken place throughout the United States and in Canada during the prior year.

This report for the year 19751is the twenty-seventh annual issue. It includes articles
from thirty-one states and the Canadian provinces of Alberta and British Columbia. Some
states are not included in this publication, since those reporters stated that their states
had no significant legal activities dealing with oil 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 Oil and Gas - A Legal History, 1948, and Conservation of Oil and Gas - A Legal
History, 1948 -1958., Both books were published by the Mineral Section of the American
Bar Association and are available from the office of the American Bar Association in
Chicago, Illinois.

The Interstate Oil 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 willingly and without
remuneration.

Primary responsibility for obtaining the individual reports rests with the Legal
Committee of the Interstate Oil Compact Commission and its chairman, Judge Jim 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
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NEBRASKA
Legislative

The 1975 session of the Nebraska Unicameral Legislature considered only one bill which
involved oil and gas. This bill included oil well service contractors under a water well registration
bill. The bill was amended in Committee to exclude oil and gas, and was then killed.

Production

As of December, 1975, there were a total of 1,209 active oil and gas wells and 450 shut-in
wells. During 1975, Nebraska wells produced 6,119,671 barrels of oil, 2,311, 821 Mcf casinghead
gas and 1, 572, 814 Mc{ dry gas.

A total of 377 drilling permits were approved during the year in 23 of Nebraska's 93 counties,
At this time, 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 in-
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 mill levy from
three to two mills; three involved unitization agreements and secondary recovery by waterflood,
two of which were involuntary unitization; and one sought permission to hold geological information
confidential for a period longer than twelve months.

Administrative

Reed Gilmore, Kimball, Nebraska; John A. Mason, Sidney, Nebraska; and Ray L. Smith,
Chappell, Nebraska, are members of the Nebraska Oil and Gas Conservation Commission. Mr.

Gilmore is presently serving as Chairman. Paul H. Roberts is Director and Jack T. Fish is
Administrative Assistant,

Reporter: Ray L. Smith, Member, Nebraska Oil and Gas Conservation Commission, Box 245,

Chappell, Nebraska 69129; Official Representative, Interstate Oil Compact Commis-
sion.

NEW MEXICO

Legislative

Energy Resources Act

In 1975, the New Mexico Legislature enacted Senate Bill 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 Petroleurmn Engineer, the State Geolo-
gist, someone knowledgeable in nuclear, geothermal, solar or coal energy and a citizen who is not
directly involved in energy business.

This law changes the membership of the Oil 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 jurisdiction is not changed, there are provisions for a new appeal

- 14 -



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 file a motion with the Board to call the decision before it. The Board may,

by a majority vote, adopt the motion and thereby call the Commission's decision, or any part there-
of, before it 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 Oil 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 it
passed all committees and both houses with no dissenting votes. The Act is limited to secondary
and tertiary recovery operations and pressure maintenance projects. It provides that any working
interest owner may file an application for compulsory unitization. If all 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 for its unitized operation and management. The order does not become effective, how-
ever, until it has been ratified by those persons who will initially 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 will be credited to interests which are free of costs. If the persons owning the
required percentages of interest in the unit area do not approve the plan for unit operations within
six months, the unitization order ceases to be of further force or effect.

Geothermal Resources Conservation Act

In 1973 the Legislature conferred jurisdiction over geothermal resources on the Commis-
sion. Since this statute was legislation by reference and thereby unconstitutional, the Commission
prepared a comprehensive geothermal bill to correct this problem.

The geothermal statutes closely parallel New Mexico's oil and gas statutes and provide a
sound legal basis for this state's Geothermal Rules and Regulations which became effective on
October 1, 1974.

Oil and Gas Industry Study Interim Committee

The 1975 Legislature created an Oil and Gas Industry Study Interim Committee. Its duty is
to study New Mexico's oil and gas statutes, constitutional provisions, regulations, court decisions,
and the policies and valuations used by the oil 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.I(a) and
104 C.II(a) to include the Wolfcamp formation under the standard 320-acre gas spacing and well
location requirements for Southeast New Mexico. These new spacing rules apply to development

wells for 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 Oil and Gas Corpora-
tion for 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 drill a well at an orthodox location for 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
first case for statutory unitization. The Commission issued 218 administrative orders.

?_.
4
«
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Judicial
The Commission was involved in no major court activity during 1975.

Reporter: William F. Carr, General Counsel, Oil Conservation Commission, Box 2088,

Santa Fe, New Mexico 87501; Member, Legal Committee, Interstate Oil Compact
Commission.

NEW YORK
Legislative

Two amendments were proposed to the New York State Qil, Gas and Solution Mining Law
during the 1975 legislative session. Both would have extended regulatory authority into New York's -
"old fields'' (those discovered prior to October 1, 1963). One would have required a permit from
the Department of Environmental Conservation for all oil, gas or solution salt mining wells and the
second would require the filing of a well spacing plan for the development of old field areas. Al-

though neither proposal was acted upon, there is an automatic reintroduction provision for both bills
for 1976.

Adminisgtrative

The Department of Environmental Conservation conducted two public hearings concerning
spacing in Oriskany gas fields. Both were amendments to existing spacing orders and resulted in

minor adjustments in the location or size of existing spacing units.

Judicial

There was no activity in the New York State courts during 1975 regarding oil and gas conser-
vation ratters.

Reporter: John J. Dragonetti, Chief, Bureau of Minerals, 50 Wolf Road, Albany, New York
12233; Associate Official Representative, Interstate Oil Compact Commission.

NORTH CAROLINA

Legislative

The 1975 session of the North Carolina General Assembly amended the OQil Pollution Control
Act of 1973 to provide for the permitting of oil terminal facilities. '"OQOil Terminal Facilities' are
defined to include all refineries, oil storage facilities, and oil transport or processing facilities that
have a capacity of 500 barrels or more. The Secretary of NER is responsible for developing rules,
regulations and administrative procedures concerning the sitting of oil terminal facilities.

Administrative

During the 1974-1975 fiscal year, the Petroleum Division issued one drilling permit for a
test well in Lee County, North Carolina. The well was drilled in the Deep River Triassic Basin and
represents the first oil and gas exploration attempt in the Triassic rocks of North Carolina. The
well was plugged and abandoned as a dry well on November 1, 1974.

No drilling permits were issued during the first half of the 1975-1976 fiscal year.

The rules and regulations pertaining to the plugging and capping of abandoned oil 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. iption of ML liminated:
MLMU No. Federal
Tract Acreage of Lease Tract Tract
No. ription Acres No. Operator Location
4 E/2 NE/4 Sec. 29 80.00 LC-030187  John H. Hendrix, Corp.  Perimeter
T-23-S, R-37-E
5 SW/4 NW/4 Sec. 28 40.00 LC-030187 Tom Brown Drilling Co.  Perimeter
T-23-S, R-37-E
9 NW/4, W/2 SE/4, E/2 SW/4 319.01 LC-032339(A) Carter Foundation interior
Sec.3, T-24-S, R-37-E (Window)
67 N/2 SW/4 Sec.7 78.11 Fee King, Warren & Dye Interior
T-24-S, R-37-E (Window)
‘ ] 78 SW/4 NE/4 Sec. 9 40.00 Fee Burieson & Huff Perimeter
TS R3TE T o
82 SE/4 SE/4 Sec. 30 40.00 Fee ARCO Interior
T-23-S, BR-37-E ' (Window)
Total 597.12
B. r of MLM res Eliminated:
Approved
NMOCD NMOCD Unit
Unitization Case Hearing Order Order Size
Method No. Date No, Date (acres) -
Voluntary 5086 10/31/73 R-4660 11/16/73 9,92368 (1
Statutory 6987 08/05/80 R-6447 08/27/80 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, 8/5/80.

SIMM_TRACTS_EUMINATED_FROM_MUMU




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. 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.

Before the Oil Conservation Commission New Mexico Department of Energy and
Minerals

Appiication 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 workmg Interest owner may file an applicatlon with the division requesting an
: )6 preof. 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, NNMS.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:

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 description 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 management, operation and further development of the Project Area. A plat of
the Project Area is attached hereto as Exhibit B and incorporated herein by reference.

3. The vertical limits of the formation to be included within the proposed 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 Oll 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 Schiumberger 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. astatement 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. acopy 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 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;

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 unitized metheds of operation will
benefit the working interest owners and the royaity 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

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.

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.

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
findings to that effect and make an order creating the unit and provudung 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.

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.




