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Exbbit Ha

United States Department of the Interior

GEOLOGICAL SURVEY
Denver Federal Center
Denver, Colorado 80225

IN REI'LY REFER TO:

NOV 13 1973

Midwest 0il Corporation
1500 Wilco Building
Midland, Texas 79701

Gentlemen:

Your anplication of October 22, filed with the Area 0il and Gas Supervisor,
Roswell, New Mexico, on October 24, requests the designation of the Target
unit area embracing 5,120 acres, more or less, Eddy County, New Mexico,

as logically subject to exploration and development under the unitization
provisions of the Mineral Leasing Act as amended.

Pursuant to unit plan reguldtions of December 20, 1950, 30 CFR 226.3
(1968 reprint), the land requested as outlined on your plat marked
“Target Unit, Eddy County, New Mexico, Exhibit A," is hereby designated
as a logical unit area,

The unit agreement submitted for the area designated should provide for

the drilling of the initial exploratory well to test the Morrow formation
of Pemmnsylvanian age or to a depth of 12,000 feet. As proposed by your
application, the form of agreement for unproved areas (1968 reprint) should
be used and modified to apply to both Federal and State of New Mexico lands.

In the absence ¢f any other type of land requiring special provisions

oxr any objections not now apparent, a duly executed agreement identical
to the 1968 reprint, modified only as outlined above, will be approved

if submitted in approvable status within a reasonable period of time.
However, the right is reserved to deny approval of any executed agreement
which, in our opinion, does not have full commitment of sufficient lands
to afford effective control of operations in the unit area.

Please include the latest status of all acreage when the executed agreement
is transmitted to the Supervisor for approval. The format of the sample
exhibits attached to the 1968 reprint of the standard form should be
followed closely in the preparation of exhibits A and B.
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Inasmuch as this area contains State of New Mexico lands, we are sending
a copy of this letter to the Commissioner of Public Tands at Santa Fe,
and we ask that you contact the Commissioner before soliciting joinders.,

Sincerely yours,

,/éigeigxzﬁz/ﬂ ;ﬁVéﬁ’°<«/

Conservation Manager, Central Region
For the Director
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United States Department of the Interior

GEOLOGICAL SURVEY
Denver Federal Center
Denver, Colorado 80225

IN REPLY REFER TO:

NOV 13 1973

Midwest Cil Corporaticn
1500 Wilco Building
Midland, Texas 79701

Gentlemen:

Your application of October 22, filed with the Area O0il and Gas Supervisor,
Roswell, New Mexico, on QOctober 24, requests the designation of the Target
unit area embracing 5,120 acres, more or less, Eddy County, New Mexico,

as logically subject to exploration and development under the unitization
provisions of the Mineral Leasing Act as amended.

Pursuant to unit plan reguldations of December 20, 1950, 30 CFR 226.3
(1968 reprint), the land requested as ouilined on vour plat marked
"Target Unit, Eddy County, New Mexico, Exhibit A," is hereby designated
as a logical unit area,

The unit agreement submitted for the area designated should provide for

the drilling of the initial exploratory well to test the Morrow formation
of Pemnsylvanian age or to a depth of 12,000 feet. As proposed by your
application, the form of agreement for unproved areas (1968 reprint) should
be used and modified to apply to both Federal and State of New Mexico lands,

In the absence of any other type of land requiring special provisions

or any objections not now apparent, a duly executed agreement identical
to the 1968 reprint, modified only as outlined above, will be approved

if submitted in approvable status within a reasonable period of time.
Howeveéer, the right is reserved to deny approval of any executed agreement
which, in our opinion, does not have full commitment of sufficieat lands
to afford effective control of operations in the unit area.

Please include the latest status of all acreage when the executed agreement
is transmitted to the Supervisor for approval. The format of the sample
exhibits attached to the 1968 reprint of the standard form should be
followed closely in the preparation of exhibits A and B,
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Inasmuch as this area contains State of New Mexico lands, we &re sending
a copy of this letter to the Commissioner of Public Lands at Santa Fe,
and we ask that Yyou contact the CommissioneX before soliciting joinders.

Sincerely YyoOurs,

//{5Z¢aépz,fﬁ9/l jﬁ%}24,c4_/

Conservation Manager, Central Region
For the Director
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BEFORE THE
NEW MEXICO 0OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
January 16, Lo74

EXAMINER HEARING
IN THE MATTER OF:

Corporation tor g unit agree- Case No. 5146

}
)
)
Application of Midwest 0ilJ )
)

ment, Eddy County, New Mexica. )
)

)

BEFORE: Richard L. Stamets, Examinep

TRANSCRIPT OF HEARING

AEBEAE&H.QE.S.
For the Kew Mexico 01y Conser- Thomas Derryberry, Esq.
vation Commission: Legal Counsey for the Com-
mission

State Land Oftice Building
Santa Fe, New Mexico

For the Applicant: Clarence Hinkle, Esq.
(Midwest 0i1 Corporation) HINKLE, BONDURANT, EATON &
Hinkle Building
Roswell, New Mexico
For the Protestant: Farrell L. Lines
(Michael Grace) LAMB, METZGAR, FRANKLIN & 1

500 Second Street SW
Albuquerque, New Mexico

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NGTARIES

225 JOHNSON STREET
SANTA FE, NEw MEXICO 87501
TEL. (505) 982-0386
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FRANK L. SCHATZ
Direct Examination by Mr. Hinkle
Cross Examination by Mr. Porter

Cross Examination by Mr. Stanets

Applicant's Exhibits 1 through 3

ChasE 5146

Page.. )
Page
3
9
10
Marked Admitted
9

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES

225 JOHNSON STREET

SANTA FE, NEW MEXICO 87501

TEL. (505) 982- 0326




CASE 5146

MR. STAMETS: Call the next case, 5146.

iR. DXRRYBERRY: Case 5146. Application of Midwest
0il Corporation for a unit agreement, Eddy County, New Mexicp.

MR. HINKLE: Clarence Hinkle, Hinkle, Bondurant,
Cox and Eaton, appcaring on behalf of HMidwest Corporation.
We have one witness and three Exhibits.

MR. STAMETS: Any other appearances in this case?

MR. LINES: Farrell Lines apvearing for Michael
Grace. At this time we would ask for a continuance in this
Hearing. We have some leases in Township 25 and 26 South,
Range 25 East, Eddy County. However, we haven't been able

to determine from the publications here exactly what is goin

U8

to be included in 5120 acres. We're not sure whether cur
land is included or whether it isn't. We've never even had
the chance to determine whether or not we are in agreement
or whether we feel there is justification or not justifica-
tion for this.

MR. HINKLE: We cannot consent to continuance of
this case because this well has to be drilling in order to
save the leases in the unit in a very, very short time.

FiR. LINES: 1In the future, when these kinds of

cases are advertised is there any way to let us know what

it is talking about. Many, many acres here. Let's --

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHMNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982- 0386




CASE 5146

Page....... .. 4

(Whereupon, a discussion was
held off the record.)
MR. STAMETS: Gr. Lines, I'm going to deny your
Motion for continuance and vroceed with this case at this
tine.

FRANK L. SCHATZ

called as a witness, having been first duly sworn, was
examnined and testified as follows:
BY MR. HINKLE:

Q State your name, your residence, and by whom you
are employed?

A My name is Frank L. Schatz, S-c-h-a-t-z. My resi-
dence is Midland, Texas and I'm employed by Midwast Oil

Corporation as Regional Exploration Manager.of the Midland

office.
Q Have you previously testified before the Commissiol
A I have.
Q And qualified as a petroleum geologist?
A Yes, sir.
Q Are these a matter of record?
A Yes, sir.
Q Are you fariliar with the Apovlication of Midwest

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO £7501
TEL. (505) 982-0386
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CASE 5146

SCHATZ-DIRECT Page .. .. 2 _

in this case?

A I an.
Q What is Midwest seeking to accomplish?
A lMidwest secks to put together an eight-section uni

in Township 25 and 26 South, Range 25 East for the drilling
of a 12,000-foot Morrow test to be located in the southeast

quarter of Section 2, Township 26 South, Range 25 East.

Q This is to be known as the Target Unit Area?
A Yes, sir.
Q Have you prepared, or has anyone prepared under

your direction three Exhibits for introduction in this case?

A I prepared or had them prepared under my direction
Exhibits 1 and 3. Exhibit No. 2 is a letter from the U.S.G.

Q Refer to Exhibit 1 and explain what this is, what
it shows?

A Exhibit No. 1 is a sub-surface structure map con-
toured on top of the Morrow formation of Pennsylvanian H.
llidwest leases are shown in yellow on the map. Production
in the area 1is colored with the code shewm at the bottom
of the map. This sub-surface structure map at the north end
where the production is indicated in the center of the map
is the socuth part of the South Carlsbad Field. HMoving then

to the south, southwest, we encounter the Crawford and Whit

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982- 0386
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CASE 5146

SCHATZ-DIRECT Page. O

City Pennsylvanlan Fields and continuing on down in a
straight line direction is the designated Target Unit.

Q Which is outlined in red?

A Which is outlined in red. Which the location is
shown with a red dotted and with an arrow to it.

Q Has this area been designated as an area suitable
and proper for unitization by the U.S.G.S5.7?

A It has, subject to conditions of the approval of
a unit agreement.

Q This contains both State and Federal lands?

A Yes.

Q Referring to Exhibit 2, is this the letter of the
1 U.5.G.5. designating the area one suitable for unitization?

A Yes, sir, it is.

Q The letter designating the area, called for’the
drilling of a Morrow Well, but not to exceed depth of 12,000
feet, is that correct?

A That's correct.

Q Is it your opinion that as a geologist that the
well at 12,000 feet will test the Morrow in this area?

A To the best of my ability at this time.
Q Refer to Exhibit 3, which is the proposed formal

unit agreement. Has this form, substantially the same form,

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO B7501%

TEL. (505) 982-0386




€ral anq Stat
A Yes, Sir, it jis
Q It has been anproved or de81gnated aS to the form
by the U.S.q.5. and whgt about the Commlsszoner of Pubije
/ Langsy
A The Commissioner Of Pubjj. Langs has beep, hangegq l
& copy of the unj¢ agreement with Appllcatvon and flling /
I fee ang he hag told yg Verbally that ¢ the sypp
! ” aPpears to pg the 4

his office,

n?
A Yes, it does
Q That 4 Provideg for ip Sectlon 9?2
A In Section 9
/ Q What 1s the bPresent Statys of eXecutj,y, Of the
unit py the Working interest OWnersg and the unig Toyalty I
Owners?
g
THE Ny PORTIN ERvVICE
STATE wIDE DEPOSIT'ON NOTAR!ES
25 JOHN N STRe
SANTA Fg

. w MEXIco 8750,
TEL. (S0s) 9'2-0306




CASE 5140

SCHATZ-DIRECT page. B

A All of the working-interest owners in the unit
have ratified a unit agreement and consented to the unit
agreenment. All, with exception of one percent of the over-
riding royalty owners in the area have agieed to ratify or
have ratified the unit agreement. The one percent that is
remaining to be ratified is expected to be in within two
weeks.

Q@ S0, you anticipate 100 percent committient both
working interest and overriding royalty interest?

A That's true.

Q The unit agreement, I beiieve, provides for
commencement of the well within six months. D¢ you intend
to commence the well earlier than this?

A We intend to commence the well prior to February
1, which is the expiration date on the first expiring lease
in the area.

Q In order to save that lease, the well must be
commenced prior to February lst, is that right?

A In order to save the lease, the unit must be
approved and the well coummenced by that date.

Q In your opinion, if this Applicaticn is approved,
will the unit agreement be in the interest of conservation

and prevention of waste and protect corrzlative rights?

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 47501
TEL. (505) 982-0386
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CASE 5146

SCHATZ—DIRECT Page.. ... 9 UTRNT

A Yes, it will.
MR. HINKLE: I would like to offer Exhibits L, 2
and 3.
MR. STAMETS: Without objection, Applicant’'s
Exhibits 1 through 3 will be admitted in evidence.
{Whereupon, Applicaht's Exhibitls
Nos. 1 through 3 were admitted
in evidence.)
MR. HINKLE: Do you have anything further you would
like to add?
THE WITNESS: No.

CROSS EXAMINATION

BY MR. PORTER:

Q Is that expiring lease Federal or State?

A That's a Federal Lease. I would like to make a
comment to clarify what might be of a concern to you when
you look at the Exhibit "AY under the unit agreement. Fed-
eral Lease located in Section 3 and Secticn 11 shows an
expirétion date of 11-1-73. This Federal Lease was extended
by the drilling of the Delaware sandpits in the northwest
quarter, Section 11, so that lease should read 11-1-75.

Q So, it's actually in good standing?

A That lease is in good standing.

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. {305) 522-0386




CASE 51406

SCHATY ~CROS S e 2O

MR. PCRTER: Thank vou.
MR. HINKLE: That's all we have.

MR. STAMETS: Are there any questions of this

witness?

MR. LINES: I have no gquestions.

CRCSS EXAMINATION

BY MR. STAMETS:

Q Mr. Schatz, is a copy of the unit agreement in the

hands of the U. S. Geological Survey in Denver or Roswell

- at the time this application was filed?

MR. HINKLE: Did you file the formal unit agree-

ment with your application for designation of the area?

A Yes, but we have not gone back to them with the

changed form as it refers to the State and Federal lands.

MR. STAMETS: Any other question of the witness?

You may be excused. Anything further in this

case?

(Witness is excused.)

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386




MR. HINKLE: No, he did not file three copies of
the unit agreement with the application, so, if you got
two copies there and you have one more so that makes the
three copies.

MR. STAMETS: Anyone else have anything they wish
to offer in this case? Any statements?

MR. DERRYBERRY: Mr. Examiner, I would like to
make a statement for the Commission in reply to the remark

made by Mr. Grace's attorney as to the question regardirg

ot

what we knew, if Mr. Michael Grace had any offsetting ascre-
ag~ to the proposed unit. 1 would like to say that to the
Commission's knowledge, the decision made in approving any
unit has no effect on any rights of any offsetting owners
and for that reason the Commission dces not feel that there
should be any requirement of the location of the unit other
than merely designating the County in which it is to be
located should be required.

MR. LINES: I say in our defense that we have
incurred other actions like this and in the other action the
Commission didn't unitize Dbecause of objections we made. We
brought our geologist in and produced and submitted cther
information. I think that in all fairness in this thing,

we shotld have the opportunity to know whether or not we do

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. {508) 982-0386
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CASE 5146

Page. - 12 .

be |

[N

ts, in facv would have information that cout
o the Commission. I simply can't shut out the

MR. DERRYBERRY: As I recall, that was extension
r than approval of a unit.

oundary rathe
ation hearing earlie

MR. LINES: We also had unitiz

MR. DERRYBERRY: 1 wanted to get the position of

igsion into the record.
MR. STAMETS: Anything further in this case?
ement.

We will take this case under advis

RTING SERVICE
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STATH OF HEW MBEXICO )
COUNTY OF SANTA FE ;os'

1, RICHARB L. WYL, Court Reporter, do hereby certify
that the foregoing and attached Transcript of Hearing betfore
the New Mexico 0Oil Conservation Commission was reported by

e, anu the same is a true and correct record of the said

proceedings, to the best of my knowledge, skill and ability.

hsard by me on. Y , 1977 .

oL LA :
bt Lt el [ K e ST , BExaminer
New Mexico 011l Conservation Commission

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 8750
TEL. (505) 982-0386
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COMM I18s) ON CHAIRMAN
STATE oF Npw MEXico L::gg":m‘;;"
P.O. BOX 2088 . SANTA FE MEMBER
s1s01 STATE GEOLOGs
AL TER, JR.
Januaty 21, 1974 SECRETARY _ DIRECTOR
Re: cagp NO 3146
Mr, Clarenca dinkle ORDER NO. R-470g
: le Bonduran ¢ Cox & Eaton "““““‘““‘“‘
Att Y8 at 1a Arpllcant:
Post Office Box 10
Swel}, oW M co 88201 HIDWEST orr, CORPORATIQN
Dear Sir,
Enclosed h

A. L. PORTY

/}2
ER, Jr.

nt to.
Hbﬁbs Oocc X
(oo -
O+ h

TLRSE

Mr, Farrel; Lines

UNIT DIVISION ~ STATE LAND OFFICE




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

. IN THE MATTER OF THE HEARING

" CALLED BY THE OIL CONSERVATION
. COMMISSION OF NEW MEXICO FOR

: THE PURPOSE OF CONSIDERING:

. CASE NO. 5146
Ordexr No. R-4708

.\ APPLICATION OF MIDWEST OIL CORPORATION
FOR APPROVAL OF THE TARGET UNIT AGREEMENT,
EDDY COUNTY, NEW MEXICO.

¥ ORDER OQF THE COMMISSION

This cause came on for hearing at 9 o'clock a.m. on

 January 16, 1374, at Santa Fe, New Mexico, before Examiner
» Richard L. Stamets,

I WOW, on this 18th day of January, 1974, the Commission,
%ia quorum being present, having considered the testimony, the

i record, and thce recommendations of the Examiner, and being

¢« fully advised in the premises,

]
i FINDS:
i —
|
{

i (1) That due public notice having been given as required
! by law, the Commission has jurisdiction of this cause and the
i subject matter thereof.

L {2) That the applicant, Midwest Oil Corporation, seeks
; approval of the Target Unit Agreement covering 5120 acres,
§;more or lezz, of State and Federal lands described as follows:

3 EDDY COUNTY, NEW MEXICO

i TOWNSHIP 25 SOUTH, RANGE 25 EAST, NMPM
| Section 34: §/2

! Saction 35: All

Section 36: All

EQWNSHIP 20 SOUTH, RANGE 25 EAST, NMPM
Section l: All
Section 2: All
Section 3: All
; Section 10: N/2
B Section 11: All
Section 12: Aall

’ {3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
~rights within the unit area.




...2..
Case No. 5146
Order No. R-4708

IT IS YHEREFORE ORDERED:

(1) That the Target Unit Agreement is hereby approved.

(2) That the plan contained in said unit agreement for

- the development and operation of the unit area is hereby

- approved in principle az a proper conservation measuce; provided
. however, that notwithstanding any of the provisions contained in
¢ sald unit agreement, this approval shall not be considered as
‘waiving or relinguishing, in any manner, any right, duty, or
. obligation which is now, or may hereafter be, vested in the
. Commission to supervise and control operations for the explora-
© tion and development of any lands committed to the unit and
- production of oil or gas therefrom.

. an executed original or executed counterpart of the unit agree~ :
»ment within 30 days after the effective date thereof; that in E
. the event of subsequent jcinder by any party or expansion or ‘

. of said unit agreement by the Commissioner c¢f Public Lands for

H

. Geological Survey:; that this order shall terminate ipso facto

. upon the termination of said unit agreement; and that the last

. unit operator shall notify the Commission immediately in writing
+ of such termination.

:;entry of such further orders as the Commission may deem necessary.

(3) That the unit operator shali file with the Commission

contraction of the unit area, the unit operator shall file with :
the Commission within 30 days thereafter counterparts of the unit ;

| agreement reflecting the subscription of those interests having
+ joined or ratified.

{4) That this order shall become effective upon the approvall

the State of Naw Mexico and the Director of the United States

(5) That jurisdicticn of this cause is retained for the

J DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

) 3

'WM

I. R. TRUJILLO, Chalrman
~
{/ . ///', (// // g o §
Hember

- !

A. L. PORTER, Jr., Membe & Secretary




United States Department of the Interior

GEOLOGICAL SURVLEY
Drawer 1837
Roswell, New Mexico 88201

L7 Jgmiaaxy 30, 1974
ACCRENE I

ii ” / o S ‘-'.\\‘ '
Midwest 011 Coxporation P b
1500 Wilco Building B i
Midland, Texas L e b

Gent lemen:

The Target unit agresment, Eddy Coumty, New Mexico, vas approved
on Jawmery 30, 1974, The sgresment has been designated No. 1A~
08-0001-138135 and is effective a3 of the deke of the approval.

Enclesed are two copiss of the approved agreement. We rvequest that
yout furnish the New Maxico Statec Land Commissionar and azy other
interestsd principals with spyropriate evidence of this appaovel.

Sincerely yours,

{OmiG s o

CARL C. TRAYWICK
Acting Ares 0il and Gas Supexvisor

ce:

Area Geologist (ltr. only)

State Land Comm., Santa Fe (ltxr. only)
N.¥.0.C.C., Santa Fe (ltr. only)”
Artesia (w/cy of approved agr.)

REShook: 1h




’ .v: / ':J ( D
R 5 g
303-827-2748

s

- . ! JAN 30 1974

OlL. CONSERVATION COMM

Comnﬂssiorm c[ Ruu.tc Lancls Santa Fe

ALEX J. ARMIJO Jaauary 29, 1974
COMMISSIONER

P. O, BOX €148
SANTA FE, NEW MEXICO

Midwest 01 Corporation
1500 Wileo Building
Midland, Texas 79701

1 : Re: Target Unit
: Ed4y County, New Mexico

ATTENTION: MXr. 7. L. Sciatz
Gentlemen:

The Commissioner of Fublfc lands hes this date approved your
Target Unit, Rddy County, New Mexicec, subject to like approval by
the United States Geologieal SBurvey,

We ars sending the USCS five (5) copies of the Certificate of
approval with a copy of our letter. We sre also calling Mr. Shook at
the USGE advising him of the Commissioner's approval on this unit.

Enclosed is one (1) copy of tha Certificate of approval for your
records. Flease rcmit an additiomel Ten ($10.00) Dollar filing fee on
this unit. We have received your Xighty (380.00) dollars but the filing
fes is Ninety ($90.00) dollars.

When the United States Geological Survey has spproved this muit
pleass advise this office 8o that we may finish processing the umit and
ascertain the effective date.

Very truly yours,

RAY D, GRANAM, Director
011 and Gas Division
AJA/XDG /e
encls.
cet USC8-Roswell, New Mexico
OCC- Santa Z¢, Rew Mexico
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Unit Name TARGET UNIT (EXPLORATORY) 6
Operator MIDWEST OIL CORPORATION \ ;‘, ;
County EDDY S
DATE OCC CASE NO, 5146 EFFECTIVE TOTAL SEGREGATION
APPROVED OCC _ORDER NO. R-4708 DATE ACREAGE STATE FEDERAL INDIAN~FEE CLAUSE TERM
ooaawmmwoswﬂ January 18, 1974 1-30-74 5,120,00 1,280.00 3,840.00 -0- Yes 5 yrs,
1-29-7 :
UNIT AREA
TOWNSHIP 25 SOUTH, RANGE 25 EAST, NMPM
Section 34: s/2
Section 35: All
Section 36: All

TOWNSHIP 26 SOUTH, RANGE 25 FAST,

Section 1: All
Section 2: All
Section 3: All
Section 10: N/2
Section 11; All
Section 12: All

D g A s
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Unit Name TARGET UNIT (EXPLORATORY)

Operator MIDWEST OIL, CORPORATION

County EDDY
STATE LEASE INSTI- RATIFIED ACREAGE o
TRACT NO. NO. TUTION SEC. TWP. RGE. SUBSECTION DATE ACRES NOT

RATIFIZ LESSEE 3
8 L-2645 c.s. 2 265 25E NW/4NW/4, S/2NW/4, NE/4SW/4, 1-4-74 320.00 Mesa Petroleum Company
§/25W/4, NW/4NE/4, SE/4SE/G,

9. L-4503 C.S. 36 258 25E All 1-10-74 640.00C Inexco 01l Company
10. L-4868-1 C.S. = 2 %3  25g NE/4NW/G, NA/4SW/4, NE/4NE/4, 1-4-74 320,00 H. L. Brown, Jr.

ARt e e

3/2NE/4, N/2SE/L, SW/4LSE/4




Unit Name TARGET UNIT (EXPLORATORY) 4 e o

Operator MLDWEST OIL CORPORATION

County EDDY
DATE 0CC CASE No. 5186 EFFECTIVE TOTAL STORECATION
APPROVED OCC_ORDE :m DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
owamwﬁwosmn January 18, 174 ‘ 1-30-74 5,120.00 1,280.00 3,840,00 ~0- Yes 5 yrs.

-29-7 .
UNIT AREA
TOWNSHIP 25 SOUTH, RANGE 25 EAST, NMPM
Section 34: s/2
Section 35: All
Section 36: All ' o
. s .«f

TOWNSHIP 26 SQUTH, RANGE 25 FAST, NMPM . . \ AV
Section 1: All : . T _\‘
Section 2: A1l EERR S
Section 3: All v e et \¢
Section 10: N/2 LT L 7
Section 1I: All i \.\/ (Vi .
Section 12: All ﬂ .




Unit Name TARGET UNIT (EXPLORATORY)
Operator MIDWEST OII. CORPORATION
County EDDY
STATE LEASE INSTI- - - RATIFIED ACREAGE -
TRACT NO. NO, TUTION SEC, TWP, RGE, SUBSECTION DATE ACRES NOT
RATIFIZ LESSEE
8 L-2645  ¢.s. 2 268 25E NW/4NW/4, S/2NW/4, NE/4SW/4, 1-4-74 320.00 Mesa Petroleum Co
: §/28W/4, NW/4NE/4, SE/4SE/4, ;
9. L-4503 C.s. 36 255  25g All 1-10-74 640.00 Inexco 011 Compan
10. L~4868-1 (.8, 2 268 25E NE/&NW/4, NW/4SW/4, NE/4NE/4, 1-4-74 320.00 H. L. Brown, Jr.
S/2NE/4, N/2SE/4, SW/4SE/4 ‘
-‘\.“ .
.l/ /\
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Commissioner of Riblic Lands
ALEX J. ARMIJO April 17, 197%

P. O, BOX 1148

COMMISSIONER SANTA FE, NEW MEXICO

Midweet 011 Covporation
1360 Wilco Building
Midlaod, Texes 79701

Re: Target Uolt Aiea
TERMIMATION
Eddy County, Mew Meuico

AYTENTZON: My, Frank L. Sohats

v itearisn vhareby you wish to tersinste the Tarpet Unit
Agreempnt and Unit Oparating Agreement, Rddy Coumty, Wsw Maxiece,
As

por Sectien 21 {4) of the wmit agresment, the Lomuissioner of

hos this date given his approwel to the termioation cf the
Unit Agreempmt zad Opexating Agresment, thie approval is subjeet
to like approval hy the iUnited Statss GCeological Survey.

Maclosed ave threa (3) Cervtificates of approwel for youx filas.
Plsusae advies this office wheu the USGB spproves the teminagizn

RAY b, GRARAM,; Tlzsctor
MY nd Ge:. Uepartment
AJA/RDS /s
= 1ls .
“et B8GS-Roowe1), New Mexico
OCC~ Saats Fe, New Moxion
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March 7, 1974, - S
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New Mexico 0il Conservation Commission
P. 0. Box 2088
Santa Fe, New Mexico 87501

Re: Targat Unit
EDDY COUNTY, NEW MEXICO

Gontlemen

We are enclcsing two Consent and Ratification forms to the Target
Unit Agreement dated January 1, 1974, to be attached to your copy
of the agreement.

Very truly vours,

B e s R T R

MIDWEST OIL CORPORATION

‘\ B

3 \_f . y i J
o LA A
L ' : Frank L. Schatz

5 District Exploration Manager
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CONSENT AND RATIFICATION
TARGET UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of
the Unit Agreement for the Development and Operaticn of the Target
Unit Area embracing lands situated in Eddy County, New Mexico, ,
which is dated the 1lst day of January, 1974, and further acknowledges
that the undersigned is familiar with the terms and conditions
thereof. The undersigned, being the owner of certain leasehold or
other interests in the lands or minerals embraced in said unit area
as set forth on the schedule attached to said Unit Agreement as
Exhibit "B" does hereby commit all of its said interest to the
Target Unit Agreement and does hereby consent to said Unit Agreement
and ratiries all of the terms and provisions thereof exactly the
same as if the undersigned had executed the original of said Unit
Agreement, or a counterpart thereof.

IN WITNESS WHEREBQF, this instrument is executed by the under-
signed as of the date set forth OppOSlte the SLgnature. (

DATE : /'—22/~7t/ . J\ﬂj‘.ﬂ/ﬁm&‘

H. H. Gaston, Jr.
apDRESS: 28/2 Clmmaze)

__ }QZMZ;}QQJJZ;;
‘N\ID;\L\ ko) lEXAS (wife of/H. H. Gaston, Jr.)

/

—
STATE OF [ oA o o/ X

COUNTY OF Fh SV, & X

IS [,



© . 23rd day of January
. v 1, iy B ;'.

CONSUNT AND RATIFICATION
TARGET UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of

the Unit Agreement for the Development and Operation of the Target
Unit Area embracing lands situated in Eddy County, New Mexico,
which is dated the lst day of January, 1974, and further acknowledges
that the undersigned is familiar with the terms and conditions
therecof. The undersigned, being the owner of certain leasehold or
other Jnfnrests in the lands or minerals embraced in said unit area

T LT on the schedule attached to said Unit Agreement as
s hereby ~ommit all of its said interest to the
rant Jw~L‘AcY 2ment and does hereby consent to said Unit Agreement

’ara LdtlL“g"al) - " the terms and provisions thereof exactly tne
tue as if she =, _rsigned had executed the original of said Unit
“dwpwument, or o /4 anterpart thereof.

-5 WHEREOF, this instryment is executed by the under-

;5fx-_} ,» date set forth oppogite tﬁ;éé;§7ature.
Janue ;y 23, 1974 _ a2 AL

. 7 Anne P. McPherson
ADDRESS: P. O, 53912086 :

Casper, Wyoming 82601

STATE OF WYOMING X
COUNTY OF NATRONA - X

The"foregoing instrument was acknowledged before me this
_» 1874 , by Joanne P. McPherson

R S e ] .
L . . ’ Gl
S /l;/( Yy /) s / e W ke B iR J A r/

My CommisSsion expires: Notary ®Public
February 10, 1975

STATE OF X
COUNTY OF Y
The foregoing instrument was acknowledged before me this
____ day of , 127 , by
of T
a N corporation, on behalf of said corporation.

My Commission expires: Notary Public

14

’
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UNLT AGREBMENT
TARGET UNIT AREA

i EDDY COUNTY, NEW MEXICO
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UNIT AGREEMENT

FOR T'HE DEVELOPMENT AND OPERATION

OF THE

TARGET UNIT AREA

COUNTY OF EDDY

STATE OF NEW MEXICO

NO.

THIS AGREEMENT entered into as of the 1lst day of January,
1974, by and between the parties subscribing, ratifying, or
consenting heretco, and herein referred to as the "parties
hereto”".

WITNESSETH :

WHEREAS, the parties hereto are the owners of working,
royalty, or other oil and gas interest in the unit area sub-
ject to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41
Stat. 437, as amended. 30 U.S.C. Secs. 181 et seq., authorizes»
Federal Lessees and their respresentatives to unite with each
other, or jointly or separately with others, in collectively
adopting and operating a cooperative or unit plan of develop-
ment or operation of any oil or gas pool, field, oxr like area,
or any part thereof for the purpose of more properly conserv-
ing the natural resources thereof whenever determined and cer-
tified by the Secretary of the Interior to be necessary or
advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico is authorized by an Act of the legislature (Sec. 7~
11-39 N.M.S.A. 1953} to consent to or approve this agreement

for and on behalf of the State of MNew Mexico, insofar




1 as it covers and includes lands and wineral interests of the
2 State of New lHexico; and

3 WHEREAS, the 0Oil Conservation Commission of the State of
4 New Mexico is authorized by an act of the Legislature (Article
5 3, Chaptcr 85, Vol. 9, Part 2, 1953 Statutes) to approve this
6 agrcement and the conscrvation provisions hereof: and

7 WiBREAS, the parties hercto hold sufficient interests

8 4in the Target Unit Ared covering the land hereinaftexr des-
9 cribed to give reasonably eifective control of operations
10 therein; and

1 WHEREAG, 1t is tne purnose of the parties hereto to cén-

12 scrve natural resources, prevent waste, and secure other

13 Dbenefits obtainable througdh development and operation of the

FZs
«

14 area subject to this agreement under the terms, conditions,
15 and limitations herein set forth;

16 MOV, THUEREFORE, in consideration of the premises and the
17 promises nerein contained, the parties hereto commit to this
18 agreement their respectivc interests in the below defined

19 uniit area, and agree severally waong themselves as follows:

20 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing

21 Act of February 25, 1920, as amended, supra, and all valid

22 pertinent regulations, including operating and unit plan regu-
23 1lations, heretofore issued thereunder or valid, pertinent and
24 reasonable regulations hereafter issued thereunder are accept-
25 ed and wade a part of this agreement as to Federal lands, pro-

26  wvided such regulations are not inconsistent with the terms of

27 this agrzement; and as to non-raderal lands, the oil and gas
23  operating regulations in cffect as of the effective date hercof
29 goverring drilling and producing operations, not inconsistent

20 with the terms hercof or the laws of the State in which the




1 non-iederal land is located, are hereby accepted and made a

2 part of this agrcement.
3 2. UNIT AREA. The arce specified on the map attached
4 heoreto marked Bxhibit "A" is herceby deslgnated and recognized

5 as constituting tha unib arca, containing 5,120.00 acres,

6 more or less.

7 Exhibit "A" shows, in additicn to the boundary of the

8 unit area, the boundaries and identity of tracts and leases in
9 said area to the extent known to the Unit Operator. Exhibit
10 "B attached herecto is a schedule showing to the extent known
1l to the Unit Operator the acreage, percentage, and kind of’
12 ownership of oil and gas interests in all land in the unit

13 area. However, nothing herein or in said schedule or map shall

b3

14 e construed as a representation by any party hereto as to the

e

e

T W SR

15 ownership of any interest other than such interest or interests

15 as ara shown in said map or schzdule as owned by such party.

17 Exhibits "A" and "B" shall be revised by the Unit Operatox
18 whenever changes in the unit area render such revision necess-—

19 axy, .or when requested by the 0il and Gas Supervisor, herein-

20 after referred to as "Supervisor", or when reguested by the

21 Ccmmissioner of Public Lands of the State of New Mexico, here-
22 inafter refecrred to as "Commissioner”, and not less than five
23 copies of the revised exhibits shall be filed with the Super—
24 wvisor, and two copies thereof shall be filed with the Commiss—

25 1ioner, and one copy with the New Hexico 01l Conservation Com-—

26 mission, hereinafter referred to as "Commission®.

27 The above-described unit area shall when précticable be

28 expandaad to include therein any additional lands or shall be

29 contracted to exclude lands whenever such expansion or contrac-

30 tion i3 deemed to be

o
Q
0
)

2
v

ssary or advisable to conform with the




1 purposes of this agreement. Such cxpansion or contr;ction

2 shall be effected in the followlng manner:

3 {a) Unit Opcrator, on its own motion or on demand of the

4 Director of the Geological Survey, herceinafter referred to as

5 "Director", or on demand of the Commissionerx, after preliminarxy

6 concurrcnce by the Director and the Commissioner, shall prepare

7 a notice of proposed expansion or contraction describing the

8 contemplated changes in the boundaries of the unit area, the

9 reasons therefor, and the proposed effective date thereof, pre-

10 ferably the first day of a month subsequent to the date of notice.

11 {b}) Said noltice shall be delivered to the Supervisorf the

12 Commissioner and the Comalssicn and copies thereof mailed to

% 13 the last known address of each working interest owner, lessee,
! 14 » and lessor whose interesgs are affected, advising that 30 days
15 will be allowed for submission to the Unit Cperator of any

16 objections.

17 (c) Upon expiration of the 30-day periocd provided in the

18 preceding item (b) hereof, Unit Cperator shall file with the.
19 Supervisor, the Comunissioner and the Commission evidence of

20 mailing of the notice of expansion oxr contraction and a copy
21 of any objections thereto which have been filed with the Unit

22 Operator, together with an application in sufficient number,

23 for approval of such expansion or cbntraction and with appro-
24 priate joinders.

25 (d) After due consideration of all pertinenp information,
26 the expansion or contraction shall, upon approval by the Super-
27 visor, the Commlssioner and the Commission, become effective

28 as of the date prescribed in the notice thereof.

29 {e) Al legal subdivisicns of lands (i.e., 40 acres by
30 Government survey oy its ncargest lob or tract equivalent:; in
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13
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15
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20
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29

instances of irregular suvveys unusually large lots ox tracts
shall be considered in multiples of 40 acres or the nearest
aliquot equivalent theroi), no parts of which are entitled to
be In a participating arca on or before the f£fifth anniversary
of the e¢ffective date of the first initial participating area
established under this unit agrecement, shall be eliminated
automatically from this agreement, effective as of said fifth
anniversary, and such lands shall no longer be a part of the
unit area and shall no lonygzr be subject to this agreement,
unless diligent drilling operations are in progress on unit-
ized lands not entitled to participation on said fifth anni-
versary, in which event all such lands shall remain subject
hereto so lcng as such drilling operations are continued dili—
Tgently with not more than 90 days' time elgpsing between the
completion of one w21l and the commencement of the next well.

All

iy

egal subdivisions o

S

lands not entitled to be in a parki-
cipating area within 10 years after the cffective date of the
first initial participating area approved under tuis agreement
snall be automatically'eliminated from this agreement as of
said tenth anniversary. All lands proved productive by dili-
gent drilling ocoerations after the afcresaid 5-year pexiod
shall become participating in the same manner as duriné said
5-yeaxr period. However, when such diligent drilling operations
cease, all nonparticipating lands shall be automatically elim-
inated effective as of the Ylst day thercafter. The Unit
Operator shall, within 90 days after the effective date of any

climination hereunder, describe the arca so eliminated to the

=n

satisfaction of the Supervisor and the Commissioner, and promptly -

notify all parties In interest.
If conditions warrant exitension of the 10-year period
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specified in Lhis subsection 2(e), a single extension of not
to exceced 2 years may be accomplished by consent of the owners
of 90% of the woxking intercsts in the current nonparticlpat-
ing unitized lands and the owners of 60% of the basic royalty
interests (exclusive of the basic royalty interests of the
United States) in nonparticipating unitized lands with appro-
val of the Director and Commissioncr, provided such extension
application is submitted to the Director and Commissioner not
later than 60 days prior to the expiration of said ten-year
period.

Any expansion of the uwnit area pursuant to this section
which embraces lands theretofore eliminated pursuant to this
sibsection 2(e) shall not bé considered automatic commitment
or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land
committed to this agreement shall constitute land referred to
herein as "unitized land" or "land subject to this agreement”.
All oil and gas in any and all formations of the unitized land
are unitized under-the terms of this agreement and herein are
called "unitized substances".

4. UNIT OPERATOR. MIDWEST OIL CORPORATION, 1500 Wilco
Building, Midland, Texas 79701, is hereby designated as
Unit Operator and by signature hereto as Unit Operator
agrees and consents to accept the duties and obligations
of Unit Operator for the discovery, development, and pro-
duction of unitized substances as herein provided. When-—
ever reference is made herein to the Unit Operator, such
reference means the Unit Operator acting in that capacity
and not as an owner of interest in pnitized substances,

and the term "working interest owner" when used herein shall
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10

11

12

13

17

13

19

20

21

include or refoer to Unlit Onerator as the owner of a working
interest when such an intevest is cwinoed by 1t.

5. RESLGHATLON OR REMOVAL, OF UNIT OPERATOR. Unit Opera-
tor shall have the right to resign at any time prior to the
estaklishment of a participatiayg ar2a or areas hereundex,  but
such resignation shall not beccome cffective so as to release
Unit Op=2rator from the dutics and obligations of Unit Operator
and terminate Unit Operator's rights as such for a period of
6 months after nokice of intention to resign has been sexrved
by Unit Operator on all working interest owners and the Super-
visor, the Commissioner and the Commission, and until all wells
then drilled hereunder are placed in a satisfactory condition

for suspension or abhandonment whichever is reguired by the

s

‘Supervisor as to Federal lands and by the Commission as to State
and privately owned landsz, uvnless a new Unit Operator shall have
talen over and assuned the duties cad obligations of Unit Oper-—
ator prior to the expiration of said period.

Unit Operator shall have the right to resign in like
manner and subject to iike limitations as above provided at any
time a participating area established hereunder is in existence,
but, in all instances of reslgnation or removal, until a success-
or Unit Operator is selected and approved as hcreinafter pro-
vided, the working interest owners shall be jo;ntly responsible
for performance of the duties of Unit Operator, and shall, not
later than 30 days hzfore such resignation or removil becomes
effective, appoint a common agent to represent them in any action
to be takxen harounder.

The reslgnation of Unit Operator shall not releass Unit
Operator frcom aunyv liability for a.y default by it hercuﬁder

occurring priox to the effectuive date of its resignation.
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10

11
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14

15

PThe Unit Operator way, upon default or faillure in tne
verformance of its duties or oblic:lL.ons hereunder, bé sub-
joeck to removal by chie same perceentage vote of tie owners of
working interests as herein provided for the selection of a
now Unit Operator. Such removal shall be effective upon
notice thercof to the Supervisor and the Commissioner.

The resignation or remeoval of Unit Operator under this
agrcement shall nobt tecwminakte its right, title or interest as
the owner of a working interest or other interest in unitized

substances, but upon the resignation or removal of Unit Oper-

“ator becoming effective, such Unit Operator shall deliver

possession of all wells, eguipment, materials and appurtenances

used in conducting the unit operations to the new duly qualified

successor Unit Operatorx or to the common agent, if no such new

Unit Operator is elected, to be used for the purpose of con-
ducting unit operations hereunder. MNothing herein shall be
construed as authorizing removal of any material, equipment and
appurtenances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operatof shall
tender his or its resignation as Unit Operator or shall be re~
moved as hereinabove provided, or a cnange of Unit Operator is
negotiated by working interest owners, the owners of the working
interests in the participating area or areas according to their
respective acreage interests in such participating area or areas,
oxr, until a participating area snhall have becen established, the
owners of the working interests according to their respective
acreage interests in all unitized land, shall by majority vote
select a successor Unit Operator: Provided, That, if a majority

hut les

5 per cent of th

0

WOrrindg lnterests gualified

Py

to vote are cowned by one party to this agreement, a concurring




1 vote of once or mora additzional working intercest owners shall
2 be reguired to select a new operator. Such selection shall

3 not becone effcctive until

4 {(a) a Unit Overator so selected shall accept in writing
5 the duties and responsibilities of Unit Operatorx, and

6 {b) the selection shall have been approved by the Super-
7 wvisor and the Commissioner.

8 I no successor Unit Operator is selected and qualified

D

as herein provided, the Director and Commissioner at their

10 election may declare this unit agreement terminated.

11 7. ACCOUNRTIXNG PROVISICNS AND UNIT OPERATING AGREEMENT .

12 IFf the Unit Cperator is not the scle owner of working interest,
13 costs and cxpenses incurged by Unit Operator in conducting

i

14 " unit opesrations hereunder shall be paid and apportioned among

15 and borne by the owners of working interecsts, all in accorxd-

16 ance with the agreement or agrcements entered into by and be-

(]
~J

ween the Unit Operator and the owners of working interests,
18 whether one or more, secparately or collectively. Any agreement

19 or agreesments entered into batween the working interest owners

20 and the Unit Opesrator as provided in this section, whether
2l one or more, are herein referred to as the "unit operating
22 agreement". Such unit operating agreement shall also provide

23 the manner in which the wvorking interest owners shall be en-

o

24  titled to receive thelr respzctive proportionate and allocated

25 share of the benefits accruing hereto in conformity with their

, ileases or otne

a

independent

(T
2]

26  underlying operating agrezmen

3, h]

27 contracts, and such other rights and obligations as between
22 Unit Operator and the working interest owners as way be agreed

29 upon by Unit Operator and the worlking interest owners; howewver,

30 no such unit opoerating agreszment shall be deemed cither to

—g-
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18

19

modify any of thoe terms and conditions of this unit agreement
or to relieve the Unit Oporator of any right or obligation
establiched under this unit agreement, and in case of any
inconsistency or conflict between this unit agrcement and the
unit operating agreement, this it agrcement shall govern.
Three true copies of any unit operating agrecement executed
pursuant to this section should be filed with the Supervisor
and two true copies with tha Commissioner and one true copy
with the Commission, prilor to approval of this unit agrcement.

8. RIGHITS AND OBLIGATIONS OF UNIT OPERATOR. Except as -

othexrwise specifically provided herein, the exclusive righp;%>
privilege, and duty of exercising any and all rights of the
parties hereto which are necessary or convenient for prospect~‘
?ing for, producing, storing, allocating, and distributing the
unitized substances are hereby delegated to and shall be exer-
cised by the Unit Opverator as harecin preovided., Acceptable
evidence of title to said rights shall be deposited with said
qut Operator and, together with this agreement, shall consti-
tute and define the rights, privileges, and obligations of
Unit Cperator. MNothing herein, however, shall be construed

to transfer title to any land or to any lease or operating
agreement, it being understoéd that under this agreement the
Unit Cperator, in its capacity as Unit Operator, shall exer-
cise the rights of possession and use vested in the parties
hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within 6 months after the
effective date hercof, the Unit Operator shall begin to drill
an adsguate test well at a locaticn approved by the Supervisor,
1£ cn Federal land, ovr by tre Land Commissioner if on State

land, or by thc Commission if on fee land, unless on such

-10-
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26

27
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29

30

effective date a well is being drilled conformably with

the terms hereof, and thercafter continue such drilling
diligently until the Morrow formation of Pennsylvanian Age

has been tested, or until at a lesser depth unitized sub-
stances shall be discovered which can be produced in paying
guantities {(to-wit: guantities sufficient to repay the costs
of drilling, completing, and producing operaticns, with a
reasonable profit) or the Unit Operator shall, at any time,
establish to the satisfaction of the Supervisor, if on

Federal land, or the Commissicner if located on State

lands, or the Commission if located on fee lands, that

further drilling of said well would be unwarranted or im-
é;acticable, provided however, that Unit Operator shall not

in any event be required to drill said well to a depth in
excess of 12,000 feet. Until the discovery of a deposit

of unitized substances in paying guantities is completed

to the satisfaction of said Supervisor if on Federal land,

or the Commissioner if oh State land, or the Commission if

on fee land, or until it is reasonably provided that the
unitized land is incapable of producing unitized substances

in paying quantities in the formations drilled hereunder.
Nothing in this section shall be deemed to limit the right

of the Unit Operatér t0o resign as provided in Section 5
hereof, or as requiring Unit Operatcr to commence or continue
any drilling during the period pending such resignation becom-
ing effective in order to comply with the requiremenﬁs of this
section. The Supervisor and Commissioner may modify the drill-
ing requirements of this section by granting reasonable exten-
sions of time2 when, in their opinipn, such action is warranted.

Upon failure to commence any well provided for in this section
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within the time allowed, including any extension of tiﬁe grant-
ed by the Supervisor and the Commissioner, this agreement will
automatically termiqate; upon failure to continuc drilling
diligently any well commenced hereunder, the Supervisor and
Commissioner may, after 15 days notice to the Unit Opcrator,
deciare this unit agrecment terminated.

10. SURFACE MAMAGEMENT STIPULATION. Nothing in this
agreement shall modify the special Federal-lease stipulations
relating to surface management, attached to and made a part of,
0il and Gas leases covering lands within the Unit Area.

11. PLAN OF FURTHER DEVELOPMENT AND.OPERATION. Within
6 months after completion of a well capable of producing unit-
ized substances in payiné quantities, the Unit Operator shall
submit for the approval of the Supervisor and the Commissioner

an acceptable plan of development and operation for the unitized

{x

i

land which, when aporoved by the Superviscor and the Commisgioner,

1 21 L
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shall ccnstitute the further drilling and operating obligations
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of the Unit Operator under this agreen
fied therein. Thercafter, from time tu time before the expir-
ation of any existing plan, the Unit Opérator shall submit for
the approval of the Supexrvisor and the Commissioner a plan for
an additional specified pexiod for the development and operation
of the unitized land.

Any plan submitted pursuant to this section shall prowvide
for thg exploration of the unitized area and for the diligent
drilling necessary for d=termination of the arca or areas there-
ot capable of producing unitized substances in paying quantities
in each and ewvazry productive formation and shall bz as complete
and adequate as th2 Supervisor, thes Commissioner and Ceomnission

way determine to ke necessary for timely development and proper

~12-
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conservation of Lhe oil and gas resources of the unitized
arca and shall:
(a) spzcify the nuweber and locations of any wells
to be drilled and the proposad ovder and time for
such drilling; and
(b) to the extent practicable, specify the operating
practices regardéed as recessary and advisable for
proper conservaticn>af nafﬂt&l Cesonrces.
Separate plans may be submitéédifdt separate productive zones,

subject to the approval. oi the Supervisor, the Commissioner

Plans shall be nmodif’ed or supplemented when necessarxy to
meet changed conditions.or to protect the incerests of all
parties to tuls agreement. Reasonable diligence shall be
exercised in compiying witn the obligations of the approved
plan 0of devalozment. The Supervisor and Commissioner are

1

a reascnable extension of the 6-month

cr
(0

authorized to gran
period herein prescribed for submission of an initial plan of
development whére such action is justified becauée of unusual
conditions or circumstances. After completion hereunder of a
weall capable ¢of produacing any unitized substances in paying
guantities, no further wells, except such as may be necessary
to afford protection against operations not under this agree-
ment and.such as may bz specifically approved by the Supervisor
and tne Commissioner, shall be drilled =sxcept in accordance
with a plan of development approved as herein provided.

12. PAr@PICLIDATION AFTER DISCOVERY. Upon completion of
a waell capable of préducing unitized substances in paying
quantities or as soon thereafter as reguired by the Supervisor

and Commissioner, tha Unit Operator shall submit for approval
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by the Supervisor and Commissioner a schedule, based on subdiv-
isions of the public land survey or aliquot parts thercof, of
211 land then regavded reasonably proved to be productive in
paylng quantities; all lands in said schedulé on approval of
the Supervisor and Commissioner to constitute a participating
arca, effective as of the date of completion of such well or
the effective date of this ult agreement, whichever is later.
The acreages of both Federal and non-Federal lands shall be
based upon appropriate computations from the courses and dis-
tances shown on the last approved public land survey as of

the effecfive date of each initial participating area. Said

schedule shall also sect forth - the percentage of unitized sub-

_stances to be allocated as herein provided to each tract in the

parcicipating area so established, and shall goverﬁ the allo-
cation of producticn comeencing witn the effective date of the
participating area. A separate participating area shall be
established for each separate pool or deposit of unitized sub-
stances or for any group thereof which is produced és a singie
pool or zone, aﬁd any two or more participating areas so estab-
lisned may be combined into one, on a2pproval of the Supervis;r
and the Commissioner. When production from two or more parti-
cipating areas, so established, is subsequently found to be
from a common pool or deposit said participating areas shall

be combined into one effective as of such appropriate date as
may be approved or prescribed by the Superxrvisor and Commissioner.
The participating area or arcas so established shall be revised
from time to time, subject to like approval, to include addit-
ional land then regarded as rcasonably proved to be productive

in paylny dquantities or nocoessary for unit operations, or to
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r regavded as reasonably proved not to be pro-
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ductive in paying quantitics and the schedule of allocation

precentages shall be revised accordingiy. The effective date

of any revision shal

= 2

irst day of the wmonth in which

i

be the

i

is obtained the knowledge or information on which such re-
vision is predicated, provided, however, that a more appro-
priate cffective date may be used if justified by the Unit
Operator and approvaed by the supervisor and Commissioner. No
land shall be excluded from a participating area on account
of depletion of the unitizaed substances, except that any
participating area established under the provisions aof this
unit agreement shall terminate auvtomatically whenever all
completions in the formation on which the participating area
is based are abandoned.

It is the intent of this scction that a participating
area shall represzant the area known or reasonably estimatzd to
be productive in paying quantities, but, regardlesé of any
revision of the participating arsa, noching herein contained
shall be construad as requiring any retroactive adjustment for
production obtéined prior to the effective date of the revision
of the participating area.

In the absence of agreement at any time between the Unit
Op=zratox and the Snéervisor and Commissionex as to the prover
definition or redafinition of a participating area, or until
a participating area has, or areas nave, been 2stablished as
providcd herein, the portion of all payments affected thereby
shall b2 impounded in a manner mutually acceptable to the own-
ers of working interests and the Supervisor and Commissioner.
Royalties due tne United Staﬁes and the State of New Mexico,
which shall be determined by the Supervisor for Federal land

~

and cthe Commissioner for State lznd and the amount thareof




1 shall be deposited, as directed by the Supervisor and Corm-~

2 issioner respectively, to be held as unearned money until a
3 participating arca is finally approved and then applicd as
4 earned or rcturned in accordance witn a determination of the
; 5 sum due as Pederal and state royalty on the basis of such
6 approved participating areca.
7 Whenever it is deterained, subject to the approval of the
8 Supervisor as to wells drilled on Federal land and of the Com-
2 missioner as to wells drilled on State land, that a well drilled
Vf 1c under this agreement is not capable of pruduction in paying
I ‘ ’11' guantities and inclusion of tine land on which it is situated
0% :
;' 12 in a participating arca is unwarranted, production from such
F % 13 well shall, for the purposes of settlement among all parties.
% 14 eothe: than working interest cwners, be allocated to the land
15 on wnich the well is located unless such land is already within
‘ 15 the participating area established for the pool or deposit from
) .
. 17 which such production is obtained. Secttlement for working
13 interest ben2fits from such a well shall be made as provided
% 19 in the unit oparating agreement.-
29 12, ALLOCATION OF PRODUCTION. All unitized substances
21

rroduced from each participeating area established under this

22 agreement, except any part thereof used in conformity with

23 good operating prgctices within the unitized area for drilling,
24 operating, camp and other production or development purposes,
25 for repressuring or recycling in accordance vith a plan of

25 development approved by the Supervisor and Commissioner, orx

27 unavoidably lost, shall be dcemed to be produced equally on

28 zn acreaye basis from the several tracts of unitized land of
29 the participating areca establisned for such production and,

30 for theo purpose of determining any benafits accruing under

—~ )~




1 this agrcement, cach such tract of unitized land shall have
2 allocated to it such percentage of said production as thoe num-
3 ber of acres of such tract included in said participating area

4 bears to the total acres of unitized land in said participating

(844
9]
]
I
?

except that allocation of production hereunder for pux-

6 poses other thun for scttlement of the royalty, overriding

~J

royalty, or payment out of production obligations of tue res-
8 pective working interest cwners, shall be on tie basis pre-

9 scribed in the unit operating agreemant wihethar in ccnformity

10 with the basis of allocation herein set farth or otherwise,

11 It is hereby agread that production of uns subntances

H 12 from a participating area shall be allocated @& Hrovided

P 13 ;herein regardless of wnether any wells are drilled on any par-

14 ticular part or tract of said participating areca. If any gas
15 produced from one participating aroa is used for repressuring
16 or xecycling purposes in another arca, the first gas withdrawn
17 from such last mentioned participating area for sale during the
18 1life of this agrecement shall be considered to be the gas so

19 transferred until an amount equzal to that transferred shall be

20 so produced for sale and such gas shall bz allocated to the
21 participating area from which initially producasd as such axea
22 was last defined at the time of such final production.

23 14, DEVELOP2MENT OR COPERATION O NON-RPARTLICIPATIMG LAND

24 OR FORMATICNS. Any party harsto owning or controlling the

25 working interest in any unitized land having thercon a regularx
26 well locztion may with the approval of the Supervisor s Lo
Federal land, and the Comumicssioner as to State land and ths

Cormission as to nrivately ownad land, at such partyv's scls

risk, cost and exnanse, drill a well to test any formation for

—1/-




1  any formation for wuich a participating arca has been estab-
2 Jished if such location is not within said participating area,
3 unless within 90 days of receipt of notice from said party of
1  his intention Lo drill) the well the Unit Operator elects and
5 commences to drill such a well in like manner as other wells
6 are drilled by the Uanit Operator under this agrecement.
7 I£f any well drilled as aforesaid by a working interest
8 owagor results in production such that the land upon which it
9 is situated may properly be included in a participating area,

i 10 such participating areca shall be established or enlargé?,as

; 11 provided in this agreement and the well sball thereaftef,be

% 12 operated by the Unit Operator in accordance with the terms

!

. 13 of tanls agreement and tie unit oparating agreement.

14 If any well drilled as aforesaid by a working interest

15 owner obtains production in quantities insufficient to justify
18  the inclusion of the land upon which such well is situated in
17 a participating arca, such well may be operated and produced

18 by tne party drilling thc same subjzct to the conservation .

regquirements of this agrecment. ‘he royalties in amount or

20  value of production from a.y such well shall be paid as speci-—
21 fied in the underlying lease and agreements affected.

22 15. ROYALTY SETTLEMENT. The United States and any State

23  and any royalty owner who is entitled to take in kiné a share

24 of the substances now unitized hereunder shall herecafter be

25 eﬁtitled to the right to take in kind its share of the unitizead
25 substances, and the Unit Operator, or the working interest

27 owner in case of the operation of a well by a working interest
28 ownar as herein provided for in spscial cases, shall make de-
29 liveries of such royalty share taken in kind in conformity

30 with the applicable contracts, laws and regulations. Settle-
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wont fovr royalty interest not taken in kind shall be made by
working interest owners responsible therofor under existing
contracts, laws and regulations, or by the Unit Operator, on
or before the last day of cach month for unitized substances
produced during the preceding calendar month; provided, how-
ever, that nothing herecin contained shall operate to relieve
the lessees of any land from thelr respective lease obligations
for the payment of any rovalties due under their lcases.

) If gas obtained from lands not subject to this agresment
is introduced into any participating area hereunder, for use
in repressuring, stimulation of production, or increasing ulti-
mate recovery, in conformity with a plan of operations approved
by the Supervisorx, the Commissioner, and Commission, a like
amount of gas, after settlement as hereir provided for any
gas transferred from any other participating area and with
approprialte deduction for loss from any cause, may bg witndrawn
from the formation in which the gas is introduced, royalty free
as to dry gas, but not as to any products which may be extract-
ed therefrom; providasd that such withdrawal shall be at such
time as may be provided in the approved plan of operations or.
as ray otherwise be consented to by the Supervisorx, the Commigs—
ioner and the Comnission as conforming to good petroleum engin-
eering practice; and provided further, that such right of with-
drawal shall terminate on the termination of this unit agreement.

Royalty due the United States shall be computed as provided

n the opeorating regulations and paid in value or delivered in

P.

.

ind a

~
“

to all unitized substances on the basis of the amnounts

(5]

thereoi a2llocatoed to unitizzd rederal land as providad herein

€

at the rate specified in the respective Federal leases, or at

such lower rate or rates &s m

o]

v be authorized by law or regu-
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lation; vrovided, that For leases on which the royalty rate
depends on the dally averadge production per well, said average
production shall be deterimined in accordance with the operating
regulations as though cach participating area were a single con-
solidated lcase.

Royalty due on account of State lands shall be computed
and paid on the basis of all unitized substances allocated to
such lahd;.

16. HENTAL SETTLISMENT. Rental or minimum royalties due

_on leases committced hereto shall be paid by working interest

“&wners responsible therefor under existing contracts, laws

and regulations, provided that nothing herein contained shall
operate to relieve the lessezs of any land from their respgctive
lcase obligations for the payment of any rental or minimuh
royalty due under their leases. Rental or minimum royalty for
lands of the United States subject to this agreement shall be
paid at the rate spzscified in the respective leases from the
United States unless such rental or minimnum royalty is waived,
suspended ox recucad by law or by approval of the Secretary of
his duly authorized representative.

Rentalg cn State of New Mexico lands subject to this agree-
ment shall be paid at the rates specified in the respective
leases.

With respect to any lease on non-Federal land containing
proevisions which would terminate such lease unless drilling
operations are commenced upon the land covered thereby within:
the time therein specified or rentals are paid for the privi-
lege of deferring such drilling operaticns, the rentals required
thereby shall, notwithstanding any other provisions of this

agreement, be deemad to accrusz and become payable during the

-20-




1 Lerm theveof as extendzd by this agreoment and until the re-
2 guired drilling operations are commenced upon the land covexr-
3 ed thaercby or until come portion of such land is included

4  within a participating arca.

5 17. CONSERVATICN. Op

rr

rations hercund=2r and production

(2

6 of unitized substances shall bs conducted to provide for the
7  most economical and efficient recovery of said substances

8 without waste, as defined by or pursuant to State or Federal

9 laws or regulations.
10 18. DRAINAGE. The Unit Operator shall take such msasures

' 11 as the Supervisor and Commissionsr deem appropriate and.adequate

12 to prevent drainage of unitized substances from unitizegd ¥

Py
-

13 by wells on land not subject to this agreement.

PREPTR -
-

v

3 ‘ l : C 14 19. LBEASES AXND COMNTRACTS CONPORMBED AND EXTENDED, The texrms,

15 conditions and provisions of 2ll leases, subleases and other

16 contracts ralating to exploracion, drilling, development Or oper-—
17 ations fcr oil or gas on lands committed to this agreement are

18 hareby expressly modified and amendad to the extent necessary

19 to make the samé-conform to the provisicns herecof, but-othcr~

20 wise to remain in full force and effect; and the parties hereto

Y

Al

21  hexely consent that ths Secxectary as to Fedexal leases and the -
22 Commissioner as to State leases shall and each by his approval
23 hereof, 2r by the approval hercof by their duly authorized re-
24 presentatives, do hezreby establish, alter, change or revoke

25 the drilling, produacing, rental, minirum royelty and royalty

26  reguirements of Federal and State leases committed hereto and

"

27 the2 regulations in respact thercto to confoxrm said requirements

o
o
(T

o the provisions of tnis agreement, and, without limiting the

- g2nexrality of the foregoing, all leases, sublcases, and contracts-

30 are particularly modified in accordance with the following:
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() ‘I'ne developrent and operation of lands subject to
this agreceoment under the terms hereof shall be deemed

full performance of all obligations for development and
oparation with respect to cach and every separately owned
tract subject to this ayreement, regardless of whether
there is any development of any particular tract of the
unitc area.

(b) Drilling and oproducing operations periforxrmed hereunder
upon any tract o¢f unitized land will be accepted and deem-
ed to be performed upon and for tue benefit of each and
every tract of unitized land, and no lease shall be deem—
ed to expire by reason of failure to drill or produce
wells situated on thé_land the:ein embraced.

{(c) Suspension of drilling or producing operations on

all unitized lands pursuant to direction or consent of the
Secretary and Comiissioner or tueilr duly authorized repre-—
sentatives shall be deemed to constitute such suspension
pursuant to such dircectlon or consent as to each and every
tract of unitized land. A suspension of drilling or pro-
ducing operations limited to specified lands shall be
applicable only to such lands.

(d) Each lease, sublease or contract relating to the ex-—
ploration, drilling, development or oparation for oil or
gas of lands 6ther than those of the United States or State
of lMNew Mexico committed té this agreement,wnich, by its
terms might expire prior to the termination of this agree-~
ment, is hareby extended beyond any such term so provided
therein so that it shall be coatinuad in full force and
effect for and during th2 term of this agrecment.

(e) Any Federal lease for a fixed term of twenty (20)
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years or any reacwal thercof or any part of such lease
wnicn is made subject to this agreement shall continue
in force beyond the term provided therein until the

ermination hercof. Any other Federal lcase committed

—

wereto shall continuz in force bzyond the term so pro-
vided therein or by law a&s to the land committed so long
as such lease remains subject bhercto, provided that pro-
duction is had in paying guantities under this unit
agreemoent prior to the expiration date of the term of
such lease, or in the event actual driliing operations
are commanced on unitized lands, in accordance with

the provisions of this agre=ment, prior to the end of

L4

the primary term of such lease and are being diligently

pros=cutad at that time, such leass

’—l
oF

0 xtende

shial
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0

3

for two years and so long theréafter as oil or gas is
produced in paying quantities in accordance with the
provisions of the Mineral L;asing Act Revision of 1960.
(£} Lach sublease or contract relating to the operation
and development of unitized substances from lands of tha
United States committed to this aéreement, which by its
terms would ekpire prior to the time at which the under-
lying lease, as extended by the immediately preceding
paragraoh, will éxpire, is hexeby oxtended beyond any
such term so provided therein so that it shall be con-~

tinued in full force and effect for and during the term

tn

of the undexlying lease as such lease 1s herein extended.
(g4} Any lease cmbracing lands of the State of Hew Mex-

ico wiich i3 made subject to this agrecment, shall coa-



Y

P T AT

-~

N

10

11

17

18

19

tinu: in force beyond the torm provided therein as to
the lands comnitted hercto until the termination hereof,
subject to the provisions of subsection {¢) of Section

2 and subsoction (i) of Lhis Section 18.

(h) The scyregation of any Federal lease committed to
this agreement is governed by the following provisions
in the fourth paragréph_of Sec. 17 (3) of the Mineral
Leasing Act, as amended-by the Act of September 2, 1960
(74 stat. 781f784): "Any {Federal) lecase heretofore or
hercafter commf{tcd to any such (unit) plan embraciﬁg
lands that are in part:witﬂin and in part outside of the
area covered by anj-such plz: shall be segregated into
separate lcases as to the lands committed and the lands

not commititcd as of the effeoctive dake of unitization:

)

4+ + Y%
.o Chne nonun

Providad, however, ‘hat any sucn lease a:

ized portion shall continue in forxece and effect for the
term thereof but for not less than two years from the
date of such segregation and so long thereafter as oil or
gas 1s producsd in paying guantities.®

(1} Any lease embracing lands of the State of New Mexico
having only a portiosn of its lands committed hereto, shall
be segregated as to the portion committed and tne portion
not committed, and ti:e provisions of such lease shall
apply separatsly to such segregated portlions commencing
as of the e=ffcective date nereof; provided, ﬁowever, not—
withstanding any of the provisions of tuls agreement to
the contrary any lcase eanbracing lands of the State of

Yizw Mexico having only a portion of its lands committed

- -
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heroto shall continue in full force and elfect beyond
the term provided therein as to ail lands embraced in
such lease, if oil or guas is discovered and 1s capable
of being produced in paving guantitics from soma part

of the lands embraced in such lcase at the expiration

of the sccoundary term of such lecase; or if, at the ex-
piration of the sccondary term, the lessce or Unit Oper-
ator is then engaged in bona fide drilling or reworking
operations on some part of the lands embraced in Such

1eése, the same, as to all lands embraced therein, shall

remain in full force and effect so long a&s such operxations .
are being diligently prosecuted, and if they result in
the production of 0il oxr gas, said lease shall continue
in full force and effect as to all oi the lands embraced
thercin, so long thereafter as oil or gas in paying quan-—
tities is being produced from any portion of said lands.
(3) &Hny lease, other than a Federal leuse, having only

a portion of its lands committed hereto shall be segrega-
ted as to the portion committed and the portion not comm-
itted, and the provisions of such lease shall apply seva-
rately to such segregated portions commencing as of the
effective date hereof. 1In the event any such lease pro-
vides for a lump sum rental payment, such payment shall
be prorated between the portions so segregated in pro-
portion to the acrecage of the respective tracts.

20. COVIHNANTS RUN WITH LAND. The covenants herein shall

ba construzd to be covenants running with the land with respect

to the interest of the parties hercto and theixr successors in

interest until thig agreement terninates, and any grant, trans-—

fer,

or conveyance of interest in land or leases subject hereto
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shall be and hereb- is conditionaed upon the assumption of

all privileges and obligaktions hereunder by the grantce, trans-
ferce or other successor in interest. No assiynwment or trans-—
for of any working interest, royalty, or other intercst sub-
ject hercto shall be binding upon Unit Operator until the first
day of the calendar month after Unit Operator is furnished

with the original, photostatic, or certified copy of the instru-
menlt of tramsfer.

21. EFFECTIVE DATE AND TERM. This agreement shall be-
come effective upon approval by the Secretary and Commissioner,
or their duly authorized representatives and shall terminate
five (S) years from said effective date unléss:

{a) such datc of expiration is extended by the Director

and Commissioner, or

(b) it is rcasonably determined prior to the expiration‘

of the fixed term or any extension thereof that the unit-

ized lané is incapable of production of unitized substances
in paying guantities in the formations tested hereunder and
after notice of intention to terminate the agreement on
such ground-is given by the Unit Operator to all parties

in interest at their last known addresses, the agreement

is terminated with the approval of the Supervisor and the

Commissioner, oOr

(c) a valuable discovery of unitized‘substances has been

made or accepted on unitized land Curing said initial term

or any extension thereof, in which event the agreement
shall remain in effcect for such term and so0 long as‘unit~
ized land within any participating area established here-—

undar end, sould productlion ceasz, 56 long thereafter a

[F1]

diligent opecrations are in pregress for the restoration

-25-
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of production or discovery of nuew production and so long
thercaftor as unitized substances so discovered can be
produced as aforesaird, or

(&) 1t iy terminated as heretoicre provided in this
agresmpent. This agreement may be terminated at any time
by not less than 75 p2or centum, on an acreage basis, of
the working intercst owners signatory hereto, with the
approval of the Supervisor and Commiss;oner; notice of
any such approval to be given by the Unit Operator'to all
parties hereto.

22, RATID OF PRCOSPECTING, DEVELOPMLNT AND PRODUCTIOXN.

The Director is hereby vested with authority to alter or modify

“"froa time to time in his discretlon the gquantity and rate of

production under this agreement when such quantity and rate is
not fixed pursuant to Federal of State law or does not conform
to any statewide voluntary consexrvation or allocation progra@,
which is estaovlishad, recognized and generally adhered to by‘
the majority of'pperators in such State, such authority being
hereby limited to alteraticn or modification in the public in-
terest, the purpose thereof and the public interest to be sexrved
thereby to e stated in the order of alteration or modification.
Without regard to the foregoing, the Director is also hereby

ested with authority to alter or modify from time to time in
his discretion the rate of prospecting and developing in the
absence of the specific written approval thereof by the Commiss-~
ion2r and ko any lands of the State of MNew Mexico or privately
ovned lands subject to this agreement as to the guantity and
rate of production in thé absence of specific writ£en anpproval
thercof by the Coxmission.

Powers in this szction vested in the bilrector shall only

te
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be exercised aiter notice to Unit Opervator and opportunity
for hearing to be held not less than 15 days ifrom notice.

23, CONFLICT Ol SUPERVISIOM. DNeither the Unit Operatorx
nor the working interest ownoers nor any of them shall be sub-
ject to any forfeiture, termination ox evpiration of any rights
hercunder or under any leases or contracts subject hereto, orx
to any penalty or liability on account of delay or failure in
whole or in part to cowply with any appiicable pxovision there-
of to the extent that the Unit Operator, working interest ownars
or any of them arc hindered, delayed or prevented from comply-
ing therewith by reason of failure of;the Unit Operétor to -ob-
tain in the exercise of due diligencé,-éhe conqugreﬁce Of pro-
per representatives of the United States and proper represent—
@
atives of the State of MNew iexico in and about: any matters or.
things coacerning which it is required herein that such con-
currveiice be gbhtained. The parties hereto, including the Com-
mission, agree that all powers and authority vested in the Com-
mission in and by any provisions of this agreement are vested
in the Commissioh and shall be exercised by it pursuant to the
provisions of the laws of the State of New HMexico and subject
in any case to appeal or judicial review as may now or here-—
after be provided by the laws of the State of New Mexico.

24. APPEARANCES. Unit Overator shall, after notice to

other parties affected, have the right to appear for and on

behalf of any and all intcrests affected hereby before the
Department of the Interior, the Commissioner of Public Lands
cE the State of New Mexico and the lew Moxico 0Oil Conservation
Commission and to appeal from ordexs issued under the regula-

tions of saild Pepartment, the Conmission or Commissioner or

e~
s

apply ior relief from any of said regulations or in any pro-

-2 8~
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ceodings relative to operations before the Department of
the Interior, tae Commissiones, or Commisslon, ox any otherx
legally constituted authority; provided, howaever, that any
other interested party shall alco have the right at his

own expense to be heard in any such proceeding.

25, JOTICES. ALl notices, demands or statements re-
gquired hazreund2r to be given or rendzred to the parties here-
to shall be decmed fully given if given in writing and person-
ally delivered to the party or sent by postpaid registered or
certified mail, addressed to such party or parties at their
respective addresses set forth in connection with the sign-

atures hereto or to the ratificatrion or consent hereof or to

.+ 3uch other address as any sucn party may have furnished in

writing to party sending the notice, demand or statement.

20. MO VAIVER OF CERTAIN RIGHTS. Nothing in this agree-
ment containad¢ shall b2 construed as a waiver by any party here-
to of the right to assert any legal or consitutuional right or
defense as to the validity or invalidity of any law of the
State wherein said unitized lands are located, or of the United
States, or regulations issued thercunder in any way affecting
such party, or as a waiyer by any such party of any right be-
yond his or its authority to waive.

27. UNAVOIDABLE DsLAY. All obligations under this agree
ment requiring the Ualt Operator to commence or continue Adrili-
ing or to oporate oun §r produce unitized substances from any .of
the lands covered by tnis agreement shall be suspended while .
tho Unit Operator, despite the exercise of due carc and Aili-
¢gz2nce, 1s prevented from complying with such obligations, .in
whole or in part, by strikes, zazts ol God, Federal, State or

municipal law or agcnceics, anavoidable accidents, uncoantroll-




1 able delavs in transportation, inability to obtain neéessary
2 materiols in open market, ov other matters beyond the reason-
3 able contrecl of the Unit Operator whether similar to matters
4 herein enunerated or not. No unit obhliyation which 1is suspen-
S ded under this scction shall become due less than thixty (30)
6 days after it has beea determined that tie suspension is no
7 longoex aoplicable. Determination of creditable "Unavoidable
8 Delay" time shall e made by the Unit QOperator subject to
9 approval of the Supervisor and Commissioner.

’f 10 28. NONDISCRIMINATION. In connection with the perfoc-

1} mance of work undar tiis agreement, the operator agrees to com~ -

e

12 ply with all of the provisions of section 202 (1) to (7) in- :

13, clusive of Exccutive Order 11246 (30 F.R. 12319), which are

[P,

3 » ; 14 hereby incorporated by reference in this agrecement.
15 29. 105353 OF WITLE. 1In the event title to any tract of
16 unitized land shall Fail and the truz owner cannot be induced
17 to join in this unit agreement, such tract shall be automati-
18 cally regarded as not committed hereto and there shall be such
19 readjustmant of-future costs and benefits as may be reguired
: ’ 20 on account of the léss of such title. 1In the event of a dis-
21 pute as to title to any royalty, working interest or other
22 interests subject thereto, payment ox deiivery on account
23 thercof may be withheld without liability for interest until

. 24  the dispute is finally settled; provided, that, as to Federal

N
(%))

and State land or lecases, no payments of funds due the United

6 States or State of tlew Mexico should he withheld, but such funds

hYJ

27 of tha United States shall be deposited as divected by ths Super- |

sucn funds of the State of Mew idexico shall be deposi-
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as earncd or returned in accordance with such final settle-
ment.
Unit Operator as such is relicved from any responsi-—
bility for any defect or failure of any title hcreunder.
30. NON-JOINDER AND SUBSULQUENT JOINDER. IXIf the owner
of any substantial interest in a tract within the unit area
fails or refuses to subscribe or consent to this agreement,

the owner of the working interest in that tract may withdraw -

.said tract from this agreement by written notice delivered to

the: Supervisor and the Commissioner and the Unit Operator prior
to the approval of this agreement by the Supervisor and Com-

missioner. Any 0il or gas interests in lands within the unit

"area not committed hercto prior to submission of this agreement

for final approval may thereafter be committed hereto by the
owner Gr owners therof subscribing or consenting to thils agree-
ment, and, 1f the interest is a working interest, by the cwner
of such interest also subscribing to the unit operating agree-
ment. After operations are commenced hereundex, the right of
subseqguent joinder, as provided in this section, by a working
interest owner is subject to such requirements or approvals,
i1f any, pertaining to such joinder, as méy be provided for in
the unit operating agreement. After final approval hereof,
joindex by a nOn«Qorking interest owner must be consented to
in writing by the vorking interest owner committed hereto and
responsible for the payment of any benefits that may accrue
herceunder in behalf of such non-working interest. A non-
working interest may not be Co;mitted to this unit agreement

unless the corresponding woriiing interzest is committed hereto.

-

Joilnder to the unit agreement by a working interest owner, at

(

any tiinc, rust be accewmpanicd by approvriate joinder to the




1 unit opcrating agreement, if more than one committed working

2 interest owner is involved, ia order for the interest to be

3 regarxded as committed to this unit agyreement. Except as may

4 otherwise herein be provided, subsequent joinders to this

5 agreement shall be effective as of the first day of the month
6 following the filing with the Supervicor and the Commissionerx

7 of duly executed counterparts of all or any papers necessary

8 to establish effective commitment of any tract to this agree-
9 ment unless objection to such jeinder is duly made within 60
10 days by the Supervisor, provided, however, that as to State
11 lands all subsequent joinders must be approved by the Com-

12 missioner.

PR——_

13 ‘ 31. PROTECTION OI' POTASH DEPOSITS. No wells will be
14 drilled for oil or gas at a location on Federal lands which in

15 the opinion of the Supervisor or at a location on State lands

? 16 which in the opinion of the Commissioner would result in undue
17 waste of potash deposits or constitute a hazard to o; unduly
18 interfer with mining operations being conducted for the ex-
19 traction of potash deposits.

20 The drilling or abandonment of any well on unitized land

21 shall be done in accordance with applicable o0il and gas oper-—
22 ating regulations, including such requirements as to Federal
23 lands as may be préscribed by the Supervisor and as to State
24 lands by the Commissioner, as necessary to prevent tne infil-
25 tration of oil, gas or water into formations containing potash
26 deposits or into mines or workings being utilized in the ex-
27 traction of such deposits.

28 Well records and survey pléts that an oil and gas lessee
29 ©f Federal lands must file pursuant to applicable operating

30 regulations (30 CFR Part 221) shall be available for inspection

-9
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at the Office of the Supcervisor to any party holding a potash
permit or leasce on the Federal land on which the well is sit-
vated insofar as such records are pertinent to the mining and
protection of potash deposits.

32. COUNTERPARTS. This agreement may be executed in any
number of counterparts no one of which needs to be executed by
all parties or may be ratified or consented to by separate
instrument in writing specifically referring hereto and shall
be binding upon all thbse parties who have executed such a
counterpart, ratification, or consent hereto with the same force
and effect as if all parties had signed the same document and
regardless of whether or no; it is executed by all other parties
o&ning or claiming an interest in lands within the above de-
scribed unit area. R

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

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

If as the result of any such surrender or forfeiture
working interest rights become vested in the fee owner of the

unitized substances, such owner may:

_33...
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(1) Accept those working interest rights subject to this
agreement and the unit operating agrvecement; or

(2) Lease the portion of such land as is included in a
participating areca established hereunder subject to this agree-
ment and the unit operating agreement.

(3) Provide for the independent operation of any part
of such land that are not then included within a participating
area established hereunder.

If the fee owner of the unitized substances does not accept
the working interest rights subject to this agreement and the
unit operating agreement or lease such lands as above provided
within six (6) months after the surrendered or forfeited work-
ihg interest rights become vested in the fee owner, the bene-
fits and obligations of operations accruing to such lands under
this agreement and the unit operafing agreement shall be shared
by the remaining owners of unitized working interests in accord-
ance with their respective working interest ownerships, and
such owners of working interests shall compensate the fee owner
of unitized substances in such lands by paying sums egual to
the rentals, minimum royalties, and royalties applicable to
such lands under the lease in effect when the lands were unitized.

An appropriate accounting and settlement shall be made
for all benefits accruing to or payments and expendifures
made or incurred on behalf of such surrender or forfeitéd
working interest subsequent to the date of surrender or for-
feiture, and payment of any moneys found to be owing by such
an accounting shall be made as between the parties within
thirty (30} days. 1In the event-no unit cperating agreement
is in existence and a mutually acceptable agreement between

the proper parties cuereto cannot be consummated, the Super-

...34.._
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visor may prescribe such recasonable and eguitable agreement
as he deems warranted under the circumstances.

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

34. TAXES. The working interest owners shall render
and pay for their account and the account of the royalty
ownerxs all valiad téxes on or measured by the unitized substances
in and under or that may be produced, gatherea and sold from
the land subject to this contract after the effective date of
gﬁis agreement, or upon the proceeds or net proceeds derived
therefrom. The working interest owners on each tract shall and
may charge the proper proportion of said taxes to the royalty
owners having interests in said tract, and may currently re-
tain and déduct sufficient of the unitized substances or der-
ivitive products, or net proceeds thereof from the allocated
share of each royalty owner to sécure reimbursement for the
taxes so paid. No such taxes shall be charged to the United
States or the State of New Mexico or to any lessor who has
a contract with his lessee which regquires the lessee to pay
such taxes.

35. NO PARTNERSHIP. It is expressly agreed that the
relation of the parties hereto is that of independent'con~
tractors and nothing in this agreement contained, expressed
or implied, nor any ogseraticns conducted hereundexr, shall
create or he deemed to havé created a partnership or asso-

ciation botween the parties hereto or any of them.

_35..



IN WITNESS WHEREOF, the parties hereto have caused this agree- 1

ment to be executed and have set opposite their respective names the 2

1
2
3 date of execution. ] 3
4 UNIT OPERATOR AND WORKING INTEREST OWNER 4
5 ATTRST: MIDWEST OIL--GQRPORATION ' > 5
6 By 4'*7ﬁ;7’f3 S SP. &
Assistant Skcretary Vic&\ President
7 January 11, 1974 ’ 1700 Broadway 7
Date Address
8 _ __Denver, Colorado 80202 8
9 STATE OF COLORADO ) ) 9
)
10 COUNTY OF DENVER ) . 10
The foregoing instrument was acknowledged before me this
_11th day of _January .., 1973, by R. W. Collins ,
Vice President of MIDWEST OILL CORPDORATION, a Nevada

corporation, on behalf of said corporation.

} . %Aa/ztﬂ Q‘. “/' ‘7_21‘4‘4;{24_/
. Not#y Public

My commission expires:

January 26, 1974
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o .
Federal Acrenge: 3,840 Eddy County, New Mexico
State Acreage: 1,230

Total Acreage: 5120

200 [

Centaining 5,120 Acres
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EXHIBIT "B"
TARGET UNIT AREA
EDDY COUNTY, NEW vﬁvﬂoo

BASIC ROYALTY

OVERRIDING ROYALTY

WORKING INTEREST OWNERS

NO. CF TEASE NO. AND
NO. DESCRIPTIN OF LZND ACRES EXPIRATICN DATE 'AND PERCENTAGE LESSEE QF RECORD OR PRODUCTIN PAYMENTS  BND PERCENTAGE
FECERAL LANDS
1 Section 3: All 800 NM-0457116 USA. 12.5% M.dwest 01l None Midwest Oil Corporaticn 100%
Section 1i: NW/4 11-1-75 Corporaiion — ALl
™~26-S, R-25-E ,
2 Section 11: E/2 & SW/4 NM-0505103 Usa 12.5% Midwest Oil R. E. Boyle and wife, Midwest OiLl Corporatia 100%
section 12: E/2 800 2~1-74 Corporatzim - All Sweetie Boyle - 3%
-26-S, R~25-E Flag-Redfem o1l
; Compary, -, 3.29%
3 Soction 123 W/2 320 NM-0533876 USA 12.5% Midwest Oil Sz ) Juction Midwost OLl Corporation 100%
m-26-8, R-25-% 5-1-74 Corporation - A1l Co¥ wmo pexr
mv.v . Aeryment. pay-
abis BEof 5% of 8/8
4 Section 10: NE/4 160 NM-0555432 USA 12.5% Midwest: Oil Eagle Royalty and Midwest Oil Corporation 100%
m-26-S, R-25-E 12-1-74 Corporation - Al". Minerals Co., Inc. ~
$750 pex acre payable
out of 5% of 8/8
5 Section 24: S/2 960 NM-14759 USa 12.5% Midwest Oil Sstanley H. Fox -5% Midwest Oil Corporaticn 100%
Section 35: ALl 2-1-82 Corporation - all
T-23-5, R-25-E
6 Section L0t i/ 160 M-15293 USA 12.5% Midwest Oil Harry ptasynski - 3% . . .
T-26-5, R-25-E 4-1-32 Coxpoxation - all Joamne P. McPherson - 1% Midwest Oil Corporatici = 100%
7 Section 1l: ALl
7-26-S, R-25-E 640 NM-17792 USA 12.5% Midwest Oil peulah R. Ieggett and Midwest OLL Corporation 100%
: 3-1-83 Corporation - ALl huspand, Raymond F.
Iaggett — 6.25%
TOTAL 7 tracts Federal Lands - 3840 acres ~ 75% of Unit Area

v




EHmH.H :m:
TARGET UNIT AREA
EDDY CCUNTY, NEW MEXICO

Page 2

WORKING INTEREST CWNERS

TRACT NO. oF LEASE NO. aND BASIC ROYALTY . OVERRIDING ROYALTY OR
NO. DESCRIPTION OF LAND ACRES EXPTRATION DATE AND PERCENTAGE IESSEE QF RECORD PRODUCTICN PAYMENTS AND PERCENTAGE
STATE 12NDS

8 Section 2: NW/4 Nw/4, 320 1~2645 State of New Mesa Petroleum Nane Mesa Petroleum Co. - 100%
S/2 NW/4, NE/4 Sw/4, 3~18-79 Mesxdco -~ 12.5% Conpany - All
S/2 sv/4, Nw/4 NE/4,
& SE/4 SE/4
T-26-5, R-25-E

9 Sectian 36: Al 640 1~4503 State of New Inexco Oil None Inexco 0il Conpany - 100%
T-25-S, R-25-E 5-19-80 Mexico -~ 12,5% Company - 211

10 Section 2: NE/4 NW/4, 320 I~-4868 State of New H. L. Brown, Jr. H. H. Gaston, Jr. - 2% H. L. Brown, Jr. - 100%
NW/4 St/4, NE/4 NE/4, S/2 NE/A4, 9--15-80 Mexico - 12.5% - All

N/2 SE/4 & SW/4 Sg/4
T-26-S, R-25-E

TOTAL 3 tracts State Lands ~ 1280 acres - 25% of Unit Area

GRAND TOTAL 10 tracts conprising 5120 acres in Unit Area




CONSENT AND RATIFICATION
TARGET UNIT AGREBLIENT
EMBRACEING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of
the Unit Agreement for the Development and Operation of the Target
Unit Areca embracing lands situated in Eddy County, New Mexico,
which is dated the 1lst Qay of January, 1974, and further acknowledges
that the undersigned is familiar with the terms and conditions
thercof. The undersigned, being the owner of certain leaschold or
other interests in the lands or minerals embraced in sald unit area
as set forth on the schedule attached to said Unit Agreement as
Exhibit "B" does hereby commit all of its said interxest to the
Target Unit Agreement and does hereby consent to said Unit Agreement
and ratifies all of the terms and provisions thereof exactly the
same as if the undersigned had executed the original of sald Unit
Agreement, or a counterpart therecof.

IN WITNESS WHEREOF, this instrument is executed by the under— = ._
signed as of the date set forth oppOSLte the glgnature. o

,'(,i 3! ':,..’_.‘ .

'/

ATTEST"‘ MESA PBTROLEUM CO_

1‘) ,{,_-,

{ . BY?f)wZ:z, *xLyh_w/ ‘yy 7 : 5Z Z -

T o Soebrg | yicr vl o f}f'] |

STATE OF TEXAS

COUNTY OF (‘o 775

The foregoing instrument was acknowledged before me this

AT qay of January, 1974, by (). A Dipedenoe Ao a0
ST T v e T of MESA PEFROLECM COMMSMN, a g0, ¢ corans

-;K corporatlon, on behalf  of said corporation.

, R ... ;. ) - . v .

-9 ; 5 R - / -
B r/\ v/ . ‘ I %{4/ PR B @/‘.m 4_//1_)
LTAN B : _ J Nobary Publlc

ﬂtj~My comm15510n expires:

s I
Ty, e




CONSENT AND RATIFICATION
TARGET UNIT AGRFEMENT
EMBRACING LANDS IN BDDY COUNTY, NEW MEXICO

The undersigned hercby acknowledges receipt of a copy of
the Unit Agreement for the Develovment and Operation of the Target
Unit Area embracing lands situated in Eddy County, New Mexico,
which 1s dated the 1st day of January, 1974, and further acknowledges
that the undersigned is familiar with the terms and conditions
thereof. The undersigned, being the owner of certain lzaschold ox
other interests in the lands or minerals embraced in said unit area
as set forth on the schedule attached to said Unit Agreement as
Exhibit "B" does hereby commit all of its said interest to the
Target Unit Agreement and does hereby consent to said Unit Agreemant
and ratifies all of the terms and provisions thereof exactly the
same as if the undersigned had executed the original of said Unit
Agreement, or a counterpart thereof. : "
M IN WITNESS WHEREOQOF, this instrument is executed by the under~'i~,'
signed as o; the date set forth opposite the sign -

bate: /@-ML, 4} 1974

v‘A ) )\ N - " \_»A . -.. .' A: . .‘ .A' .» ‘>~
VVLO\/\/\—/}a ( 4 An 2D bl O N
~ Marx}Anné Brown R

. STATE OF TEXAS

COUNTY OF MIDLAND

The foregoing instrument was acknowledged before ﬁe;thisih
4 ¥f_ day of sanuary, 1974, by H. L. BROWN, JR.& MARY ANNE BROWN

Ajquua~fu‘\jchﬁFaJd»ﬂ,w'

‘ 'f“iff’~ \\Not/f? Public L;7F
uycmmmgmnemnmﬂ. ‘ T

é&é']—i

.\
S

ALY
N




CONSENT AND RATIPICATION
TARGET UNIT AGRELMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MBEXICO

The undersigned hercby acknowledges receipt of a copy of
the Unit Agreement for the Doevelopment and Opceration of the Tarxget
Unit Area embracing lands situated in Eddy County, New Mexico,
which 1s dated the 1st day of January, 1974, and further acknowledges
that the undersigned is familiar with the terms and conditions
thercof. The undersigned, being the owner of certain leasehold or
other interests in the lands or minerals cmbraced in said unit area
as set forth on the schedule attached to said Unit Agrecment as
Exhihit "B" does hereby commit all of its said interest to the
Target Unit Agreement and does hereby consent to said Unit Agreement
and ratifies all of the terms and provisions thereof exactly the
same as if the undersigned had executed the original of said Unit
Agreement, or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the uﬁd€r~
signed as of the date set forth opposite the signature.

DATE: Japuary 8, 1974 | EAGLE ROQYALTY AND MI ?BAES CO., INC.
E ADDRESS: 485 Madison Avenue By )ézyffé;/f;/ DO~

New York, N.Y.

STATE OF Y
COUNTY OF ’ X
} The foregoing instrument was acknowledged before me this
day of . 197, by
My Commission expires: Notary Public
STATE OF __ yow York X
COUNTY OF pow York X

The foregoing instrument was acknowledged before me this

g8th ___ day of Jganuary » 197 4 , by Alexander S. Bowers ’
President of EaGLE .T MINER ‘
a _ Delaware corgoratii227on behalf géisaid corporation.
) I Ve d 7 V4 4 r 4 / ’ '] /
o (s
My Commissicn expires: Notary Public

N NARD
OUA M. R rtew Yorx

=l S
Notary Pﬁ:f\.'?éx-%a;-no 7
Qua‘f\?\ad in f3 oty
Cpmﬁ&mna¢;




CONSENT AND RATIFICATION
TARGET UNIT AGREEMENT
EMBRACING LANDS IN LEDDY COUNTY, NEW MEXICO

The undersigned horeby acknowledges receipt of a copy of
the Unit Agreement for the Development and Operation of the Target
Unit Arca embracing lands situated in Eddy County, Wew Mexico,
which is dated the 1lst day of January, 1974, and furthexr acknowledges
that the undersigned is familiar with the terms and conditions
thercof. The undersigned, being the owner of certain leasehold or
other interests in the lands or minerals embraced in said unit areca
as set forth on the schedule attached to said Unit Agreement as
Exhibit "B" does hereby commit all of its said interest to the
Target Unit Agreement and does herceby consent to said Unit Agreement
and ratifies all of the terms and provisions thereof exactly the
same as if the undersigned had executed the original of said Unit
Agreement, or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the undex-
signed as of the date set forth opposite the signature.

DATE : 1y . é/) £ %J”u'
;

ADDRESS:

//émf 772/ # A
aymotfl F. Leggé?%] //

[%

S84 481-05-0239 ( /

STATE OF s _ X
COUNTY OF TEIEET X
T SIUTARD

The foregoing instrument was acknowledged before me this
___gﬂ;__ ddy of h”,.aq 1974 , by Beulah R. leggett __
. | <r%a/w% /N ctca :
My Commission expires: Notdry PUbIHC:EATHRYNAgxwdw Notary Public
- o r“rf 25 ' ‘ Commission Expires Juna 1. =7
STATE OF X
COUNTY OF X

The foregoing instrument was acknowledged before me this

day of , 197 , by P

of .

a o corporation, on behalf cf said corporation.
My Commlission expires: Notary Public




CONSENT AND RATIFICATION
TARGET UNIT AGREBMENT
EMBRACING LANDS 1IN EDDY COUNTY, NEW MEXICO

The undersigned herceby acknowledges receipt of a copy of
the Unit Agreement for the Development and Operation of the Target
Unit Arca embracing lands situated in Eddy County, New Mexico,
which is dated the 1lst day of January, 1974, and further acknowledges
that the undersigned is familiar with the terxrms and conditions
thercof. The undersigned, being the owner of certain leasehold ox
other interests in the lands or mincrals embraced in said unit area
as set forth on the schedule attached to said Unit Agreement as
Exhibit "B" does hereby commit all of its said interest to the
Target Unit Agrecement and does hereby consent to said Unit Agreement
and ratifies all of the terms and provisions thereof exactly the
same as if the undersigned had executed the original of said Unit
Agreement, or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-—
' signed as of the date set forth opposite the signature.

! DATE : 12-31-73 , SAND /m ROD chov OMPANY
ADDHRESS: P.O. Box 2431 41/47 /¢§Z§§7
Santa Fe, N.M, 87501 / [

STATE OF New Mexico
COUNTY OQF Santa Fe

PO

The foregoing instrument was acknowledged before me thi

___EEEE__ day of December . 197 3, by Sandia Production Company,
a Limited Partnershlgiby,1ts;general partner, Robert N. Enfield.

| O f4<@/(/}@4LX,’{/(J

w

“M?'@émmiSSion expires: Votary Public -
NN LY S A e
- l jj ’l 7
. . \‘ -2 4. } i
. “ i_)) .
; s:lwrm 05’ X
COUNTY OF X

The foregoing instrument was acknowledged before me this

day of , 197 , by ’
of SANDIA PRODUCTION COMPANY s
a o corporation, on bechalf of said corporation.

My Commission expires: Notary Public




CONSENT AND RATIFICATION
TARGET UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MBXICO

The undersigned hereby acknowledges receipt of a copy of
the Unit Agreement for the Development and Operation of the Target
Unit Area embracing lands situated in Eddy County, New Mexico,
which is dated the 1lst day of January, 1974, and further acknowledges
that the undersigned is familiar with the terms and conditions
thereof. The undersigned, being the ownexr of certain leasehold or
other interests in the lands or minerals embraced in said unit area
as set forth on the schedule attached to said Unit Agreement as
Exhibit "B" does hereby commit all of its said interest to the
Target Unit Agreement and does hereby consent to said Unit Agreement
and ratifies all of the terms and provisions thercof exactly the
same as if the undersigned had executed the original of said Unit
Agreement, or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set fortih opposite the signature.

ATTEST: £, . : INEXCO OIL COMPANY
- S . _
,‘-_ -‘ . e . / / .
ST P . % .
H - s .
by gt il o ok ot
. ..Ropert E. Gild, Ar. Ass't Sec'y WilTiam G. Goodwin, Vice Pﬁg§0dént

N : . . '(jk“
.3:!'.

STATE OF TEXAS

COUNTY OF Harris

The foregoing instrum=nt was acknowledged before me this
10thday of Januaxry, 1974, by HWilliam G. Goodwin

VYice President of IMEXCO OIL. COMPANY, a UéTaware
corporation, on behalf of said corporation.
\

Notar] Publlc U

e Donna S. Burgess 460-82-2183
My commission expires:

June 1, 1975
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UNIY AGREDEMEINT
FOR THE DEVELOPMENT AND OPERATION
oF THE
TARGET UNYT AREA
COUNTY OF EDDY

STATE OF NEW MEXICO

NO.

THIS AGREEMENT entered into as of the 1lst day o¢of January,
1974, by and between the parties subscribing, ratifying, or
consenting hereto, and herein referred to as the "parties
hereto”.

WITNESSETH :

WHEREAS, the parties hereto are the owners of working,
royalty, or other oil and gas interest in the unit area sub-
ject to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41
Stat. 437, as amnended, 30 U.S.C. Secs. 181 et seq., authorizes»
Federal Lessees and their respresentatives to unite with each
other, or jointly or separately with others, in collectively
adopting and operating a cooperative or unit plan of develop-
ment or operation of any oil or gas pool, field, or like area,
or any part thereof for the purpose of more properly conserv-
ing the natural resources thereof whenever determined and cer-
tified by the Secretary of the Interior to be necessary or
advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico is authorized by an Act of the Legislature (Sec. 7-
11-3% N.M.S.A. 1953) to consent to or approve this agreement

for and on behalf of the State of New Mexico, insofar
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11

18
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20

21

as it covers and includes lands and mineral interests of the
State of New Maexico; and
WHEREAS, the 01l Consexrvation Commission of the State of

Mew Mexico is authorized by an act of the Legislature (Article

>

3, Chs

o}

pter 85, Veol. 9, Part 2, 1953 Statutes) to approve this
agreement and the conservation provisions hereof:; and
WHEREAS, the parties hercto hold sufficient interests
in the Target Unit Area covering the land hereinaftexr des-—
cribed to give reasonably effecctive control of operations
therein; and
WHEREAS, it 1is tne purposa of the parties hereto to c6h~

serve natural resources, prevent waste, and secure other

benefits obtainable through development and operation of the

area subject to this agreement undex the terms, conditions,

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

1. ENABLING ACT AND REGU™ MTIONS. The Mlneral Leasing
Act of February 25, 1920, as amended, supra, and all valid’
pertiﬂent regulations, ihcluding operating and unit plan regu-
lations, heretofore issued thereunder or valid, pertinent and
reasonable regulations hereafter issued therevader are accepki-
ed and made a part of this agreement as to Federal lands, pro-
vided such regulations are not inconsistent with the terms of
this agreement; and as to non-Federal lands, the oil and gus
opcrating regulations in cffect as of the effective date heréof

governing drilling and producing opzrations, not inconsistent

with the terms hercof or the laws of the State in which the
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non-Federal land is located, are herchy accepted and nade a
part of this agrecement,

2. UMIT AREA. The arca specilfied on the map attached
hereto marked Exhibit "A" is hereby designated and recognized
as conutituting tho unit 2rsa, containing. 5,120.00 acres,
more or less,

Exhibit “A" shows, in addition to the boundary of the
unit area, the boundaries and lLdentity of tracts and leases in
said area to the extent known to the Unit Operator. Exhibit
"B” attached hereto is a schadule showing to the extent known
to the Unit Operator the acreage, percentage, and kind of’

ownership of oil and gas interests in all land in the unit

area. However, nothing herein or in said schedule or map shall

be construed as a representation by any party hereto as to the
ownership of any interest other than such intercst or interests

!,l.

P
as arz shown in said map or schedule as owned by such party.
Exhibits “A" and "B" shall be revised by the Unit Operator
whenever changes in the unit area render such revision necess-—
ary, or when requested by the 011 and Gas Supervisor, hereln-
after referred to as "Sup=rvisor”, or when regquested by the
Ceommissionay of Public Lands of the State of New Mexico, here-
inafter referred to as “Commissioner”, and not less than five
coples of the reviced exhibits shall be filed with the Super~
visor, and two coples thereof shall be filed with the Commiss-
ioney, and one copy with the New HMexico 0il Conservation Com-
mission, hereinafter referred to as “Commission®.

The above-described unit arca shalil when practicable be
expandad to include therein any additional lands ox shall be

contracted to exclude lands whenever such expansion or contrac-

tion is deemed to be nccesgsary or advisable to conform with the
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purposes of this agreemcent. Such expansion or contractlon
shall be effected in the following mannex:

(a) Unit Opervator, on its own motion or on demand of the
Dircctor of the Geological Survey, hereinafter referred to as
“Director", or on demand of the Commissioner, after preliminary
concurrence by the Director and the Commissioner, shall prepare
a notice of proposed expansion or contraction describing the
contemplated changes in the boundaries of the unit area, the
reasons therefor, and the proposed effective date thereof, pre-
ferably the first day of a month subsequent to the date of notice.

{b) Said nctice shall be delivered to the Supervisor, the
Commissioner and the Commissicon and copies thereof maliled to
the last known address of each working interest owner, lessee,

anc

lessor whose interests are affected, advising that 30 days
will be allowed for submission to the Unit Operator of any
objections.

(c} Upon expiration of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the’
Supervisor, the Commissioner and the Commission evidence of
mailing of the notice of expansion or contraction 2nd a copy
of any objections thereto which have been filed with the Unit
Operator, together with an application in sufficient nuaber,
fcr approval of such expansion or coantraction and with appro-
priate joinders.

(d) After due consideration of all pertinen; information,
the expansion or contraction shall, upon approval by the Super—
visor,-the Cormlssioner and the Commission, becoms effective
as of the date prescribed in thz notice thereof.

{e) All legal subdivisicns of lands (i.e., 40 acres by

Govecrnment survey or its nearest lot or tract equivalent; in




1 instances of irreqjular surveys unusually large lots or tracts
2 shall be considered in multiples of 40 acres or the ncarest
3 aliquot equivalent therof), no parts of which are centitled to

4 be in a participating arca on or before the fifth anniversary

«
o]

)
(h

he effective date of the first initial participating area

er this unit agreceiment, shall be eliminated

(o

7 automatically frem this agreement, effective as of said fifth
8 anniversary, and such lands shall no longer be a part of the
9 wunit area and shall no longer be subject to this agreement,
10 unless diligent drilling operations are in progress on unit-
11 ized lands not entitled to participatioa on said fifth anni-
12 versary, in which event all such lands shall remain subject
13 hereto so leng as such drilling operations are continued dili-
; 14 "'gently with not more than 90 days' time elapsing between the

15 completion of one well and the commencement of the next well.
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i 17 cipating area within 10 years after the effective date of the
18 first initial participating area approved under tuls agreement
19 shall be automatically eliminated from this agreement as of
20 said tenth anniversary. All lands proved productive by dili-
21 gent drilling ogerations after the afcresaid 5-year pexiod
22 shall become participating in the same mannar as duriné said
23 5S-year period. However, wnen such diligent dri” " °° | operations
24 cease, all nonparticipating lands sha'l be automatically elim-—

A%'J 25 inated effective as of the 9..;t day thereafter. The Unit

26 Operator shall, within 90 days after the effective date of any

N
~J

elimination hereunder, describe the arca so eliminated to the

28 satisfaction of the Supervisor and the Commissioner, and promptly

29 notify all parties in interest.

30 If conditions warrant ext

T
~

nsicon of the 10-year period

1
!




1 specified in this subsection 2(e), a singlc extension of not
2 to exceed 2 years may be accomplished by consent of the owners
3 of 90% of the working interests in the current nonparticipat-

ing unitized lands and the owners of 60% of the basic royalty

o

621

interests (exclusive of the basic royalty interests of the
& United States) in nonparticipating unitizcd lands with appro-
7 val of the Direcctor and Commissioner, provided such extension
8 application is submitted to the Director and Commissioner not
9 later than 60 days prior to the expiration of said ten-year
10 period.
! 11 Any expansion of the unit area pursuant to this section
12 which embraces lands theretofore eliminated pursuant to this
13 sibsection 2{e) shall not bé considered automatic commitment

ﬁ s 14 or recommitment of such lands.

15 3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land -

: 16 committed to this agreement shall constitute land referred to
17 herein as "unitized land” or "land subject to this agreement”.
18 Aall o0il and gas in any and all formations of the unitized land
19 are unitized under‘the terms of this agreement and herein are

20 called "unitized substances".

21 4. UNIT OPERATOR. MIDWEST OIL CORPORATION, 1500 Wilco
22 Building, Midland, Texas 79701, is hereby designated as

23 Unit Operator and by signature hereto as Unit Operator

24 agrees and consents to accept the duties and obligations

25 of Unit COperator for the discovery, development, and pré-

26 duction of unitized substances as herein provided. When-

27 ever reference is made herein to the Unit Operator, such

28 reference means the Unit Operator acting in thet capacity

29 and not as an owner of interest in unitized substances,

30 and the term "working interest owner" when used hercin shall
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include or refier to Unit Operator as the owner of a working
interest witen such an interest is cwaed by 1it.

5. RESIGUAPION OR REMOVAL OF UNIT OPERATOR. Unit Opera-
tor shall have the rignt to resign at any time prior to the
estanlishment of a participating arcei or arcas hercundex, but
such resignation shall not become etfective so as to release
Unit Opsrator from the dutics and obligations of Unit Operator
and terminate Unit Operxator's rights as such for a period of,
6 months after notice of intention to resiygn has been served

by Unit Operator on all working interest owners and the Supexr-

visor, the Commissioner and the Commission, and until all ‘wells

)

then drilled herveundarx are placed in a satisfactory condition
for suspension or abandonaent whichever is requicred by the
Supervisor as to Federal lands and by the Commission as to State
and privately owned lands, unless a new Unit Operator shall have

-~

talken over and assuwnad the dutles aad obligations of Unit Oper-
ator prior to the expiration of said period.

Unit Operator shall have the right to resign in like
manner and subject to like limitations as above provided at any
time 2 participating area established hereunder is in existence,
but, in all instances of resignation or removal, until a success-
or Unit Operator .s selected and approved as hercinafter pro-
vided, the working interest owners shall be jointly responsible
for performance of the duties of Unit Operator, and shall, not
later than 30 days bhafore such resignation or removal becomes

ffective, appoint a common agent to rapresant them in any action

It

ocunder.
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The resignation of Unit Cperator shall not release Unit
Operxator from auny liability for a.y decfault by it hercunder

occurring prior to the eifcctive date of its resignation.

-7




[

10

14

15

19

20

29

30

The Unit OGoperator may, upon defaull or failure in tne
ver formance of its duties or owbligat.ons hereunder, be sub-
ject to romoval by the same percentage vote of tiie owners of
working interests as herein provided for the selection of a
ncw Unit Operator. Such removal shall be effective upon
notice thearcof to the Supervisor and the Commissioner. '

The resignation or removal of Unit Operator undex this
agrcement shall nol tevminate its right, title or interest as
the owner of a working interest or other interest in unitizead

substances, but upon the resignation or removal of Unit Oper-

“ator becoming effective, such Unit Operator shall deliver

possession of all wells, eguipment, materials and appurtenances

used in conducting the unit operations to the new duly gqualified

;successor Unit Operator or to the common agent, xf no such new

Unit Operator is clected, to be used for the purpose of con-
ducting unit operations hereunder. Nothing herein shail be
construed as authorizing removal of any material, equipment and
appurtenances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. VWhenever the Unit Operatof shall
tender his or its resignation as Unit Operator or shall be re-~
moved as hereinabove provided, or a change of Unit Operator is
negotiated by working interest owners, the owners of the working
interests in the participating area or areas according to theirxy
respective acreage interests in such participating area or areas,
or, urntil a participating area shall have been establishea. the
owners of the working interests according to their respective
acreaye interests in all unitized land, shall by majority vote
select a successor Unit Operator: Provided, That, if a majority
but less than 75 per cant of the working interests gualified

to vote are cowned by one party to this agreement, a concurring
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vote of one or more addiltional working interest owners shall
be requirad to select a new operator. Such scelection shall
not become eifcctive until

(a) a Ualt Operator so selected shall accept in writing
the duticﬁ and responsibilities ol Unit Operator, and

(b) the selection shall have been approved by the Super—
visor and the Ccmaissioner.

I NO SUCCESSOX Unit Operator is selected and qualified
as herein provided, the Director and Commissioner at their
election may declare this unit agresment terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT.

ISs

If the Unit Operator is not the scle owner of working interest,
costs and cxpenses incur;ed by Unit Operator in conducting

unit operations hereunder shall be paid and apportioned among
and borne by the owners of working inﬁerests, all in accord-—
ance with the agreament or agrecements entered into by and be-
tween tha Unit Operator and the owners of working interests,
whether one or more, separately or collectively. Any ﬁgreement
or agreements entered into beatween the working interest owners

"

his section, whether

o

and the Unit Cperator as provided 1in
onz or moré, are herein referred to as the “unit operating
agreement”. Such unit operating agreement shall also provide
the manner in which the working interest owners shall be en-—
titled to receivettheir respective proportionate and allocated
share of tne bencfits accruing hereto in confonnity with their
underlying operating agreements, leases or other independent
contracts, and sucnh other rights and obligations as between

32 Ny oy b - . y e ..s - <r e
Unxit Operator and the werxing interaest cwners may be agreszd

&
u\

upon by Ualt Operator and the working interest owners; howewer,

no such unit oparating agrezment shall be deemed either o

-G
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modify any of the lerms
ox to relieve the

established under

inconsistency or conflict between this

unii operating agreement,
Three true copies of any
pursueant to this section

and two true copies with

and
Unit Operator of any

this unit aygreement,

conditions of this unit agrceﬁent
right or obligation
and in case of any
unit agrecerent and the
this wit agrcewment shall govern.
unit o?erating agrcenent executed

should be filed with the Supervisor

the Commlssioner and one true copy

ing for,

with the Commission, prior to approval of this unit agrecement.

8. RIGHTIS AND OBLICATIONS OF UNIT OFSRATOR. Except as

otherwise specifically provided herein, the exclusive right,
privilege, and duty of exercising any and all rights of the
parties hereto which are necessary orxr convenicent for prospect-

producing, storing, allecating, and distributing the

unitized substances are hereby delcecgated to and shall be exer-

cised by the Unit Opnerator as herein provided. Acceptable

L aabd

evidence of title to said rights shall be deposited with said

Unit Operator and, together with this agrecement, shall consti-
tute and define the rights, privileges, and obligations of

Unit Cperator. DMNothing herein, however, shall be construed

to transfer title to any land or +to any lease or operating

agreemenrt, it bainy understood that under this agreement the

Unit Cperator, in its capacity as Unit Operator, shall exer-

ciso the rights of possession and use vested in the parties
hereto only for the purposes herxein specified.
9. DRILLING after the

TO DISCOVERY. §ithin 6 months

effective date hercoi, the Unit Operator shall begin to drill

an adaguate test well at a location approved by the Supervisor,

N
-
N

s~ R [ A JP, R, | 3 2l - e
I GOt ox 12, OV OV

Commizssioner 1£f on

land, or by the Commission it on fea land, unless on such

~10-
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effective date a well is being drilled conformably with

the terms hereof, and thercafter continue such drilling
diligently until the Morrow formatlon of Pennsylvanian Age

has been tested, or until at a lesser depth unitizcd sub-
stances shall be discovered which can be produced in paying
quantities (to-wit: quantities sufficient to repay the costs
of drilling, completing, and producing operations, with a
reasonable profit) or the Unit Operator shail, at any time,
establish to the satisfaction of the Supervisor, if on

Federal land, or the Commissioner if located on State

lands, or the Commission if located on fee lands, that

further drilling of said well would be unwarranted or im-
g}acticable, provided however, that Unit Operator shall not

in any event be required to drill said well to a depth in
excess of 12,000 feat. Until the discovery of & depositv

of unitized substances in paying quantities is completed

to the satisfaction of said Supervisor if on Federal land,

or the Commissioner if on State land, or the Commission if

on fee land, or until it is reasotnably provided that the
unitized land is incapable of producing unitized substances

in paying quantities in the formations drilled hereunder.
Nothing in this section shall be deemed to limit the right

of the Unit Operator to resign as provided in Section 5
hereof, or as reqﬁiring Unit Operator to commence or continue
any drilling during the period pending such resignation becom-
ing effective in order to comply with the regquirements of this
section. The Supervisor and Commissioner may modify the drill-
ing requirements of this section by granting reasonable exten-—
sions of time when, in their opinion, such action is warranted.

Upon failure to commence any well provided for in this. section |

-131-
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within the time allowed, including any extension of time grani-
ed by the Supervisor and the Commissioner, this agreement will
antomatically terminate; upon failure to continue drilling
diligently any w21l commenced hercundex, the Supervisor and
Commlissioner may, after 15 days notice to the Unit Operator,
declare this unit agreement terminated.

10. SURFACE MAMAGEMENT STIPULATION. Nothing in this
agrecment shall modify the special Federal-lease stipulations
relating to surface management, attached to and made a part of,
0il and Gas leases covering lands within the Unit Area.

11. PLAN OF FURTHER DsEVELOPMENT AMD OPERATION. Wit.hin
6 months after completion of a well capable of producing unit-
ized substances 1in payiné guantities, the Unit Operator shall
submit for the approval of the Supervisor and the Commissioner
an acceptable plan of development and operation for the unitized
land which, when approved by the Supervisor and the Commissioner,
shall constitute the further drilling and operxating obligations
of the Unit Operatox Qnder this agreement for the period spéci»
fied therein. Therecafter, frcm time tu time before the expir-
ation of any existing plan, the Unit Opérator shall submit for
the approval of the Supervisor and the Commissioner a plan for
an additional specified pexiod for the development and operation
of the unitized land.

Lny plan submitted pursuant to this section shall provide
for the exploration of the unitized axea and for the diligent

drilling necessary For determination of the area or areas there-

™

of capable of producing unitized substances in paying quantities
in each and ewvary productiva formation and shall be as complete
and adeguate as the Supervisor, thea Commissioner and Commission

may determine to ke naocoessury for timely development and proper

~12-
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conservation of the ¢! and gas resources ol the unitized
arca and shall:

(a) spocify the numboer and locations of any wells

to be drilled and the proposed ovder and time for

such drilling; and

(b) to the extent practicable, specify the operating

practices regarded as necoessary and advisable for

proper conservation of natural resources.

Separate plans may be submnitted for separate productive zones,
subject to the approval oi the Supervisor, the Commissioner
and the Commission.

Plans shall be nodified or supplemented when necessary to
meet changed conditions.or to protect the interests of all
parties to tuis agrecment, Kezsonable diligence shall be
exercised in compiying witn the obligations of the approved

vlan of devalopzment. The Supervisor and Commissioner are
authorized to grant a reascnable exteasion of the 6-month
period hercin prescribed for submission of an initial plan of
development whére such action is justified becauéé of unusual
conditions or circumstances. After completion hereundar of a
well capable of producing any uﬁitized substances in paying
guantities, no further wells, except such as may be necessary
to afford protection against operations not under this agree-
rent and such as may be specifically approved by the Supervisor
and the Comalssionzr, shall be drilled except in accordance

with a plan of dewazlopment approved as herein provided.

12, PARTICIPLATION ArTZR DISCOYERY. Upon completion of

-~
A

well capable of producing unitized substaances in paying
guantities or as soon thereafter as required by the Supervisor

and Commisslioner, tha Unit Operator shall submit for approval
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by the Supervisor and Commissioner a schedule, based on subdiv-
isions of the public land survey or aliquot parts thereof, of
21l land then regarded rceasonably proved to be produective in
paying quantities; all lands in sald schedule on approval of
the Supervisor and Comnlissioner to constitute a participating
area, effective as of the date of completion of such well or
the effective date of this wmit agreement, whichever is later.
The acreages of both Federal and non-Federal lands shall be
based upon appropriate computations from the courses and dis-
tances shown on the last approved public land survey as of
the effective date of each initial participating area. SAid

schedule shall also sct forth- the percentage of unitized sub-~

_stances to be allocated as herein provided to each tract in the

participating area so established, and shall gover& the allo-
cation of production commencing with the effective date of the
participating area. A separate participating area shall be
established for each separate pool or deposit of unitized sub-
stances or for any group thereof which is produced as a singie
pool oxr zone, aﬁd any two or more participating areas so estab-

lished may b

(v

combined inte one, cn a2pproval of the Supervisor
and the Commissioner. %When production from two Oor more parti-
cipating areas, so estaﬁlished, 1s subsequently found to be

from a common pool or deposit said participating areas shall

e combined into one effective as of such appropriate date as
may be approved or prescribed by the Supervisor and Commissioner.
The participating arca or arcas s0 established shall be revised
from time to time, subject to like approval, to include addit-
ional land then regarded as reasonadly proved to be productive
in paying quantities or nocessary for unit operations, or to

cexclude land thern regarded as reasonably proved not to bhe pro-

~ 14~
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ductive in paving quantitics and the schedule of allocation
precentages shall ba revised accordingly. The efrfective date
of any revision shall be the first day of the month in which
is obtained the knowledge or information on which such re-
vision is predicated, provided, however, that a more appro-
priate effective date may be used if justified by the Unit
Operator and approvad by the supervisor and Commissioner. No
land shall be excluded from a participating axea on account
of depletion of the unitized substances, except that any
participating area established under the provisions of this
unit agreement shall terminate automatically whenever all
completicons in th2 formation on whica the participating area
i3z based are abandoned.

It is the intent of this section that a participaﬁing
area shall represesat the area known or reasonably estimatzd to
be productive in paying quantities, but, regzrdless of any
revision of the participating area, nocthing herein contained
shall be construad as requiring any retroactive adjustment for
production obtéined prior to the effective date of the revision
of the participating area.

In the abssnce of agreement ég any time batween the Unit
Opzratoxr and the Supervisor and Commissioner as to the prover
definition or redafinition of a participating area, or until
a participating area has, or areas nave, been =2stablished as
provided herein, the portion of all payments affccted thercby
shall be impounded in a manner nutually acceptable to the own~
ers of working interests and the Supervisor and Commissioner.
Rovalties due the Unlted Staies 2nd the State of New dMexico,
which shall be determined by the JSupervisor for Fedexral

and the Commissionesr for State land and the amount thareof




1 shall be deposited, as directed by the Supervisor and Corm-

2 issionex respectivoely, to be held as uncarned money until a
3 participating arex is finally approved and then applied as

4 earned or rcturnced in accordance with a determination of the

L

sum due as lederal and State royalty on the basis of such

6 approved participating arca.
7 Whenever it is determined, subject to the approval of the
8 Supervisor as to wells drilled oa Federal land and of the Com-
9 missionar as to wells drilled on State land, that a well drilled
L ‘ ,.i 10 under this agreement is not capable of pruduction in paying
_j 11 quantities and inclusion of tiie land on which it is situatead
2 12 in a participating arca is unwarcanted, production from such .
1 ‘ ; 13 well shall, for the purpbses of settlement among all parties.
; 14 uother than working interest owners, be allocated to the land
15 on winich the well is located unless such land is already within
15 the participating arca cstablished for the pool or deposit from
j 17 vvhich such production is obtaiﬁed. Settlement foxr working
13 interest benefits from such a well shall be made as provided.
: 19 in the unit opefating agreement.-
20 13. ALLOCATION OF PRODUCTION. All unitized substances
21 preoduced from each participating area estaplished under this
22 agreement, except any part thereof used in conformity with
23 good operating p;actices within the unitized area for drilling,
) 24 operating, camp and other production or development purposes,
25 for xrepressuring ox recycling in accordance with a plan of
25 development approved by the Supervisor and Commissionax, or
27 unavoldably lost, shall bz deemed to be produced equally on
23 an acreayge basis from the zssveral traets of unilized land of
29 the participating areca estadblisned for such production andg,
30 for the purpose of determining any benafits accruing under

15—
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this agreecment, cach such track of unitized land shall have
allocated to LL such parcentaye of said production as the num-
ber of acres of such tract included in seid participating arca
bears to the total acres of unitized land in said participating
area, cxcept that allocation of production hereunder for pur-
poses other thun for settlement of the royalty, overriding
royalty, or payment out of production obligations of tiuie res-
pective working inlterest ocwners, shall be on the basis pre-~
scribed in the unit operating agreement whether in conformity
with the basis of allocation herein set forth or otherwise.
It is hereby agreed that production of unitized substanceé
from a participatingvareg shall be allocated as provided
~herein regardless of whether any wells are drilled on any par-
ticular part or tract of said participating area. If any gas
produced from one participating ared is used for repressuring
oxr recycling purposes in another area, the first gas withdrawn
from such last mentioned participating area for sale during the
life of this agreement shall be considered to be the gas so
transferred until an amount equal to that transferred shall be
so produced for sale and such gas sha2ll be allocated to the
participating area from which initially producad as such area
was last defined at the time of such final production.
14, DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND
OR FORMBTICNS. Any party heroto swning or controlling the
working interest in any unitized land having thercon a regular
w2ll locztion may with the approval of the Supervisor as to

eral land, and the Cecmuaissioner a

o]

o

tate land and tn

v

to

3]
("

Cormission as to privately wwenzd iand, at such partv's sol

Y]

ris!, cost and exnanse, drill a well to test any formution for

blished or to test
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any formation for which a pavticipating arca has been estab-
lished if such location is not within said participating area,
unless within 90 days of receipt of notice from said party of

his intention Lo drill) the well the Unit Operator elects and

commences to drill such a well in like manner as othér wells
are drilled by tihe Unit Oparator under this agreement.

If any well drilled as aforesald by a working interest
owner’results in production such that the land upon which it
is situated may properly be included in a participating area,
such participating area shall be cstablished or enlargad as
provided in this agreement and the well sball therecafter be
operated by the Unit Operator in accordance with the terms
of tnis agrecement and tie unit operating agrcecement.

If any well drilled as aforesaid by a working interest
owvner obtailns production in quantities insufficient to justify
the incluszion of tre land upon which such well is situated in
a participating area, such well may be operated and produced
by tne party drilling the same subject to the conservation .
regquirements of this agreemznt. The royalties in amount or
value of production from a.y such well shall be paid az speci-
fied in the underlying lease and agreements affected.

15. ROYALTY SETTLEMENT. The United States-and any State
and any royalty owner who is entitled to take in kincé a share
of the substances now unitized hereunder shall hereafter be
encitled to the right to take in kind its share of the unitized
subnstances, and the Unit Gperator, or the working interest
wner in case of the operation of a well by a working interest
ownzr as herein provided for in spzcial cases, shall make de-
liveries of such royalty share taken in kind in conformity

with the applicable conitracts, laws and regulations. Settlo-

-~ 18-
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21

ment for royalty interest not taken in kind shall be made by
working interest owners resvponsible therofor under existing
contracts, laws and reqgulations, or by the Unit Operator, on
or beafore the last day of cach month for unitized substances
produced during the preceding calendar month; provided, how-
ever, that nolthing hercin contained shall operatec to relieve
the lessees of any land from their respective lease obligations
for the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agrcement
is introduced into any participating area hereunder, for use
in repressuring, stimulation of production, or increasing ulti-
mate recovery, in conformity with a plan of operations approved
by the Supervisor, the Commissioncr, and Commission, a like
amount of gas, after settlement as herein provided for any
gas trarsferrced from any other participating area and with
appropriate deduction for loss from any cause, may be withdrawn
from the formatioan in which the gas is introduced, royalty free

as to d

H

¥ gas, but not as to any products which may be extract--

ed therefrom

cr
o

provided that such withdrawal shall be at such

-

time as may be provided in the approved plan of operations ox

]

s =

5 may otherwise ke consented to by the Supervisor, the Commiss—
ioner and the Commission as conforming to good pe£roleum engin-
eering practice; and provided further, that such riéht of with-
drawal snall texrminate on the termination of this unit agreement.
Royalty due the United States shall be computed as provided

in the operating reqgulations and paid in value or delivered in

)

Xind as to all unitized substances on the basis of the amount:
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at the rate specifiec
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n thz respaective Federal lceases, or a

such lower ratce o
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rates as may be authorized by law or r
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1 lation; provided, that for lcases on whiich the royalty rate

depends on the daily averaye production per well, said average

v

3 production shall be determined in accordance with the operating
4 regulations as though cach participating arca were a single con-

solidated lease.

Ut

6 Royalty due on account of Statc lands shall be computed
7 and paid on the basis of all unitized substances allocated to
8 such lands.
9 16. RENTAL SETTLIMENT. Rental or minimum royalties due
10 on leases committed hereto shall be paid by working interest
; 11 ownexs responsible therefor under existing_contracts, laws
% 12 and regulations, provided that nothing herein contained shall i
13 operate to relicve the lessess of any land from their respective
F i 14 *lcase obligations for the payment of any rental oxr minimum
k o 15 royalty due under their leases. Rental or minimum royalty for
f ‘ 16 lands of the United s:zates subject to this agreement shall be
’ 17 paid at the rate specified in the respective leases from the
18 United States unless such rental or minimum royalty is waived,
19 suspended orx reauced by law or by approval of the Secretary of
20 his duly authorized representative.

Rentals con State of New Mexico lands subject to this agree-

22 ment shall be paid at the rates specified in tne respective

23 leases. ‘ : A
24 With respect to any lease on non-Federal land containing

25 provisions which would terminate such lease unless drilling

26 operations are commencad upon the land covered thereby within

27 the tim= thercein spocified or rentals are paid for the privi-

23 lege of deferring such drilling opoerations, the rentals reguired
29 thereby shall, notwithstanding any other provisions of thas

30 agreement, be deemad to accruz and become payable during the




1 Lerm theroeof s oxbteadad by this agreaoment and uniill the re-

2 quired drilling operations are commenced upon the land cover—

3 cd thereby or until some portion of such land is included
4 within a participating area.
5 17. CONSERVATICN. Oporations herceunder and production

6  of unitized substances shall be conducted to provide for the

7  most economical and efficient recovery of sa2id substances

8 without waste, as defined by ox pursuant to State or Federal
9 laws or regulatious.

10 18. DRAINAGE. The Unit Operator shall take such measures

; 11 as the Supervisor and Comsnissionz2x deem appropriate and adequate
12 to prevent drainage of unitized substances from unitized land

13 by wells on land not subject to this agreement. .

e
™
.

14 19. LEASES AND CONTRACTS COMNFORMED AND EXTENDED. The terms,

L a e aen, Ae

¢ 15 conditions and provisions of 2all leases, subleases and otherx

v

16 c¢ontracts rolating to exploration, drilling, development ox oper-—
f 17 ations for o0il or gas on lands committed to this agresment are
18 hereby expressly modified and amended to the extent necessary

19  to make the same conform to the provisions herecof, but other-

20  wisea to remain in full force and effect; and the parties hereto

Y

4

21 nereby consent that the Secretary as co Federal leases and the -
22 commissioner as to 3tate leases shall ard each by his approval
23  hereof, or by the approval hercof by their duly authorized re-
24  presentatives, do hereby establish, alter, change or revoke

25 the drilling, producing, rental, minirmum royalty and royalty

26 reguirements of Federal and Stace leases committed hereto and

27 the regulations in respact thercto to conform said requirements
=2 to the provisions of this agreement, and, without limiting the
29 gznerality ol tne foregoing, all leases, sublcases, and contracts-:

30 are particularly modified in accordance with the following:




10

11

12

1
h
iw

o
e

et
(%2}

17

18

1s

23

24

23

29

30

{a)}) The development and operation of lands subject to
this agrezment under the teoas hercof shall be deemed

full performance of all obligations for development and
oparation with respect to cach and every separately owned
tract subject to this agrecwent, regardless ol whether
there is any development of any particulaxr tract of the
unit area.

{b) Drilling and vproducing operations performed hercunder
upon any tract of unitized land will be accepted aund deem—
ed to be performed upon and for tue benefit of each and
every tract of unitized land, and no lease shall be deem—.
ed to expire by reason of failure to drill or produce

wells s3]

vcoed on thé.land therein embraced.

(¢} Suspension of drilling or producing operations on

all unitized lands purzuant to direction or consent of the
Secretary and Cowmissioner or tuzly duly authorized repre-
sentatives shall be deemed to constitute such suspension
pursuant to such direction or consent as to each and every
tract of unitized land. A suspension of drilling or pro-
ducing operations limited to speclfied lands shall be
applicable only to such lands.

(d) Each lease, sublease or contract relating. to the ex-
ploration, drcilling, deveclopment or op=2ration for oil or
gas of lands other than those of the United States or State
of liew Mexico committed to this agreement,wnich, by its
terms might expire prior to the termination of this agree-—
ment, is hereby extended beyond any such term so provided
therein so that it shall be continuzsd in full forece and
effect for and during ths term of thls agrecment.

{e) Any PFederal lease for a f{ixed term of twenty (20)

27—
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years or any veaowal thereof or any part ol such lease
whnicn is made subject Lo this agrecaent shall continue
in forca beyond the term provided therein until the
termination hercof. Any other Fedeval lease committed
hereto shall continue in force baeyond the term so pro-
vided therein ovr by law as Lo the land committed so long
as such lease remains subject herxcto, provided that pro-
duction is had in paying quantities,uyder this unit
agreement prior to the expiration date of the texm of -

such lease, or in the event actuwal drilling operations

are commenced on unitized lands, in accordance with

fete
5]
A

the provisions of th greamn

o)

t. prior to the end of

the primary term of such lease and are b2ing- diligently

pros=cutad at that time, such loase shall e extended
for two years and so long thereafter as oll or gas is

produced in paying quantities in accordance with the

Y]
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provisions of Ul ng Act Revision of 1950.

T
P

’
'(.J.

{£) Eéch sublease or contract relating to the operation
and development of unitized substances from lands of the
United States committed to this agreement, which by its
terms would expire prior to the time at which the under-
lying lecase, as extended by the immzadiately preceding .
paragraoh, will eupire, is hexeby coxtended beyond any

such term so provided therein so that it shall be con-

cr

tinuad in full force and eifecct for and during the temm
of the underlying lease as guch lease is herein extended.

(4} £ny lease cmbracing lands of the State of Hew Mex-

ico which i3 made subject to this agreement, shall con-




w

RN

)

17

1g

19

tinue in force beyond the teorm provided therein as to
the lands committed hercto until the termination hereof,
subjoect to thc_provjsions of subseccition {e) of Section
2 and subscction (i) of this Section 18.

(h) The scgregation of any Federal lease committed to
this agreement is governed by the following provisions
in the fourth paragraph of Sec. 17 (j) of the iineral
Leasing Act, as amended by the Act of Septembexr 2, 1960
(74 Stat. 7831-784): "Any (Fcderal) lcase heretofore or
hereafter committed to any such (unit) plan embraciﬁg
lands that are in part within and in part outside of the
area covered by an?-such plan shall be segregated into
separate lcases as to the lands committed and the lands
not committed as of the effective date of unitization:

Providad, however, That any sucn lease as to the nonunit-~

ized portion shall continue in force and effect for the
term therecf but for not less than two yvears from the
date of such sogroegabtion and 50 loag thereafter as oil or
gas is producad in paying guantities.®

(i) Any lease cmbracing lands of the State of New Mexico
having only a portion of its lands committed hereto, shall
be segregated as to the portion committed and tne portion
not committed, and t.e provisions of such lease shall
apply separataly to such segregated portions commencing
as of the effective date hereof; provided, However, not-~
withstanding any of the provisions of tuls agreement to

the contrary any lease embracing lands of the State of

4]
"]

tiow Hexico having only a portion of i1ts lands committed

—_2 Li—




1 hercte shall continue in full force and effect beyond

2 the term provided therein as to all lands embraced in
3 such lease, if o0il or gas is discovered and is capable
? 4 of being produced in paying quantities from some part
5 of the lands embraced in such lcase at the expiration
6 cf the secondary term of such lecasc; or if, at the ex-
7 piration of the secondary term, the lessee or Unit Oper-
8 ator is then engaged in bona fide drilling oxr reworking
9 operations on some part of the lands embraced in such
L _ 10 lease, the same, zs to all lands embraced therein, shall
. 11 remain in full force and effect so long as such operations .
)
12 are being diligently proseccuted, and if they result in
13 the production of oil or gas, said lease shall continue
1 % 14 in full force and effect as to all ol the lands embraced
[ : 15 therein, so long thercafter as oil or gas in paying quan—
16 tities is being produced from any portion oi said lands.
17 (3j) Any lease, other than a Federal lease, having only
18 a portion of its lands committed hereto shall be segrega-
19 Ted as to the portion commitied and the portion not comm-

20 itted, and the provisions of such lease shall apply seva-
21 rately to such segregated portions commencing as of the
22 effective date hereof. In the event any such lease pro-
23 vides for a lump sum rental payment, such payment shall
24 be prorated between the portions so segregated in pro-—-

25 portion to the acrecage of the regspective tracts.

20 20. COVENANTS RUN WITH LAND. The covenants herein shall-

27 Dbe construed to be covenants running with the land with respect
28 to the interest of the parties hereto and their successors in

29 1interest until this agreement tenrinates, and any grant, trans-

30 fer, or conveyaace of interest in land or leases subject hereto
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shall be and hereb . is conditionad upon the assumption oOfF

all privileges and obligabtions hereunder by the grantee, trans-
ferece or other successor in intcrest. No assiygnment or trans-
fer of any working interest, royalty, or other interest sub-
ject hereto shall be binding upon Unit Operator until the first
day of the calendar month after Unit Operator is furnished

with the original, photostatic, or certified copy of the instru-
ment of transfer.

21. EFFECTIVE DATE AND TERM. This agreement shall be-
come effective upon approval by the Secretary and Commissionef,
or their duly authorized representatives and shall terminate
five (5) years from said effective date unless: .

(a) such datc of expiration is extended by the Director

and Commissioner, by
(b} it is reasonably determined prior to the expiration

of the fixed term or any extension thereof that the unit-
ized land is incapable of production of unitized substances
in paying quantities in the formations tested hereunder and
after notiée of intention to texrminate the agreement on
such ground‘is given by the Unit Cperator to all parties

in interest at thz2lix last known addresses, the agreement

is terminated with the approval of the Supervisor and the
Commissioner, or

{c} a valuable discovery of unitized substances has been
made or accepted on unitized land during said initial term
or any extension thereof, in which event the agreement
shall rzmain in effcct for such term and so long as unit—
ized land within any participating area esﬁablished here-
undar and, sould production cease, so long thereafter as

diligent oporations are in progress for the restoration

—26-
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1 of Production or discovery Of noy Productiop and go long
2 thereaftcr as BNitizag substanees 50 discovered can he
3 Produgag as uforesaid, or
4 (d) i 1g terminated as heretofore Provided jip thisg
5 agreement. Thig AYreemant may hLe terminated at any tima
6 by not lesg than 75 per Centum, ¢op an aACreage basjg of
7 thea Working lhterest Cwinzrg signatory hereto, With the
8 approval of the Supervisor and Commissioner; Rotice o=
9 any such }pproval to he Sivaen by the Unit Operator-to all
10 Partjeg heretg,
11 22, RATE op PRGSPECTING, DEVELOPMENT AND PRODUCTION.
12 The Director 1s hereby vVasteq With authority to elter or modi fy
13 from time O time jip his eiscretzon the qQuantity and rate of
14 proJuoLion unde;- thig Agreement Whep such quantity and ratq is
15 hos fixeq Pursuant to Tederal Or State law or does hot ConZorm
16 o any Statewiga volun:

Lam,
Tecoynizeq and generally adhereg to by
18 the majorvty of Oberators 1n such State such uuthority being
19 heroby 7imited to alteration or modiiication in the Publjic in
20 terest the Purpose theregr and the Public lnterest to be Served
21 thereby to be Stateg in the order of alteraCion or modification
22 Without regarq ¢o the foregOing, the Director is alsp hereby
23 Vested wWith authority to alter of hodiry from time to Cime 3in
24 hig discretion the rar,, o Prospact
25

o3
¢
fu
]
Q,

Q.

absence Of the Specifi

“+C Writeon approval thereos by the Commigg.
26 ionaxr dnd to any landg ©f the State of ey Moxieo or privately
27 Owned landgs suojfc* to thig dgreement 2z Ly the quantity and
28 rata or Productig, in the absence of SPRCif]e written abproval

29 theroor by tno Commission.

20 Powers In thig S2ction vVestad ip the Directoy shaly onls

L
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be exercised aiter notice to Unit Operator and oppoxtunity
for hearing te be held not loss than 15 days from notice.

23. CONFLICT OF SUPRPBRVISION. Nelther the Unit Operatorx
nor the working intercst owners nor any of them shall be sub-
ject to any forfeiture, termination or expiration of any rights
hereunder or under any leases or contracts subject hereto, or
to any penalty or liability on account of delay or failure in
whole or in part to comply with any apﬁlicable provision there-
of to the extent that the Unit Operator, workinyg interest owners
or any of them arc hindered, delayed or prevented from comply-
ing therewith by reason of failure of the Unit Operator to ob-
tain in the exercise of due diligence, the concurrence of pro-
pexr representatives of the United States and proper represent-
Ativcs of thce State of New Mexico in and about any matters or.
things concerning which it is required herein that such con--
currence be obtained. The parties hereto, including the Com~
mission, agree that all powers and authority vested in the Com-
rission in and by any provisions of this agreement are vested:
in the Commission and shall be exercised by it pursuant to the
provisions cof the laws of the State of New lexico and subject
in any case to appeal or judicial review as may now orx here-—
after bz provided by the laws of the State of New MeXico.

24. APPEARARCES. Unit Overator shall, after notice to
other parties affected, have the right to appear for and on
behalf of any and all interests affected hereby pafore the
Deparxtmant of the Interior, the Commissioner of Public Laads
of the State of New lexico and the llew Maxico 0il Conserxvation
Commission and to appeal from orders issucd under the xcgula-
tions of said Peparitment, the Commission or Cormmissioner or to

apply ijor relief from any of said regulations or in any pro-
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cecdings relative to operations before the Department of
the Interior, tnce Comuwissioneyr, or Commission, ox any other
leyally constituted authority; provided, however, that any
other interestoed party shall also have the right at his

own cxpense to be heard in any such proceeding.

25. NOPICES. ALl notices, demands or statements re-

quired hzreunder to be given oxr rvendered to the parties here-
to shall be.decmed fully given 1f given in writing and person-
ally delivered to the party or sent by postpaid registered orx
certified mail, addressed to such party or parties at their
respective addresses s2t forth in connection with the sign-—
atures hereto or to the ratification or consent hereof or to
such other address as any'such party may have furnished in
writing to party sending the notice, demand oxr statement.

26. MO VIAIVER OF CERTAIN RIGUTS. MNothing in this agree-
ment containad¢ shall b2 construed as a walver by any party here-
to of the right to assert anvy legz2l or consitutuional right or
defense as to the validity or invalidity of any law of the
State wherein said unitized lands arc located, or of the United
States, or regulations issued thereunder in any way aifccting
such party, or as a waiyer by any such party of any right be-
yond his or its authority to waive.

27, UNAVOIDABLE DuLAY. All obligations under this agree
mant reguiring the Unit Operator to commence or continue drill-
ing or to operate on or produce unitized substances from any .of
the lands covered by tnls agreement shall be suspended while-
the Unit Oparator, desplte the exerciszse of due care and dili-
gence, is prevented from complying with such obligations, .in
whole or in part, by strikes, acts of God, Federal, State or

municipal law or agencics, unavoidable accidents, unconktroll-

—-—
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able delavs in Lvanspostatlion, inability to obtain neéessary
amaterials in open market, oxr other matters beyond the reason—
control of the Unit Operator whether similar to matters
herein enunerated or not. No unit obligyation which is suspen-—
ded under this secction shall become due less than thirty (30)
days after it has bzen detexmined that the suspension is no
longer aopplicable. Detcermination of creditable “Unavoidable
Delay" time shall’be nade by the Unit Operator subject to
approval of the Supervisor and Commissioner.

28. NONDISCRIMINMATION. In connection with the perfor-
mance of work undax tnis agreement, the operator agrees to com-
ply with all of the brovisions of section 202 (1) to (7) in-
clusive of Execukiva Ordér 11246 {30 F.R. 12319), which are
hereby incorporated by reference in this agreement.

29. 1035 OF WITLE. 1In the event title to any tract of
unitized land shall fail and the trus ownar cannot be induéed
to join in this unit agrezment, such tract shall be auvtomati-

cally regarded as not committed hereto and there shall be such

on account of the loss of such title. In the event of a dis-
pute as to title to any royalty, working interest or other
intercests subject thereto, payment or dalivery on account
thereof may be withheld without liability for interest until

the dispute is fina2lly setitled; provided, that, as to Federxal
anZ State land orxr leases, no payments of funds cdue the United
5tates or State of Now Mexico should pe withheld, but such funds

of the United States shall be deposited

v

s directed by the Super-

A

<

isor and sucn funds of the State of lew Mexico shall be deposi-

o)

L
ce

as dircecced by tne Commissioner to be held as uncarned monsgy

pending final settliemzat of the title dispute, and then applied
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as carned or returnaed in accordance with such final settle-
maent.

Unit Operator as such is reliceved frowm any responsil-
bility for any delect or failure of any title hereunder.

30. NON-JOINDER AND SUBSEQUENT JOINDER. IXIf the owner
of any substantial interest in a tract within the unit area
fails or refuses to subscribe or consent to this agreement,
the owner of the working interest in that tract may withdfaw-
sald tract from this agreement by written notice delivered to
the Supervisor and the Commissioner and the Unit Operator pricr
to the approval of this agreemaent by the Supervisor and Com-—

missioner. Any oil or gas interests in lands within the unit

“area not committed hereto prior to submission of this agrecement

for final approval may thereafter be committed hereto by the
owner or owners therof subscribing or consenting to this agree-
ment, and, 1f the interest is a working interest, by the owner
of such intcrest also subscribing to the unit operating agree-
ment. After operations are commenced hereunder, the right of
subseguent joinder, as provided in this section, by a working
interest owner is subject to such reguirements or approvals,

if any, pertaining to such joinder, as méy be provided for in
the unit operating agreement. After final approval hereof,
joinder by a non-vworking interest owner must be consented to

in writing by the vorking interest owner committed hereto and

responsible for the payment of any beneifiits that may accrue

}

N

herceunder in behalf of such non-working interest. A non-

§

G
&)
cr

working intex ray net be committsd to this unit agreement
unless the corresponding worning lnterest 1s committed hereho.

Joinder to the unit agreerent Dy a worlking interest owner, at

(a)

any ¢ joinder to the

cr

iine, must be accompanied by eéppropria
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unit operating agreement, if more than onc committed working
interest owner is involved, in order for the interest to be
regarded as committed to this unit agreement. Except as‘may
otherwise herein be provided, subsequent joinders to this
agreement shall be effective as of the first day of the honth
following the filing with the Supervisor and the Commissioner
of duly executed counterparts of all or any papers necessary
to establish effective commitment of any tract to this agree-
ment unless objection to such joinder is duly made within 60
days by the Supervisor, provided, however, that as to State
lands all subsequent joinders must be approved by the Com-
missioner.

i 31. PROTECTION OF POTASH DEPOSITS. No wells will be
drilled for oil or gas at a location on Federal lands whicﬁ in
the opinion of the Supervisor or at a location on State lands
which in the opinion of the Commissioner would result in undue
waste of potash deposits or constitute a hazard to or unduly
interfer with mining operations keing conducted for the ex-
traction of potash deposits.

The drilling or abandonment of any well on unitized land
shall be done in accordance with applicable oil and gas oper-
ating regulations, including such reguirements as to Federal
lands as may be préscribed by the Supervisor and as to State
lands by the Commissioner, as necessary to prevent the infil-
tration of o0il, gas or water into formations containing potash
deposits or into mines or workings being utilized in the ex-
traction of such doposits,

Well records and survey pléts that an oil and gas lessee
of Federal lands must file pursuant to applicable operating

regulations (30 CFR Part 221) shall be available for inspection

e o B
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at the Office of the Supervisor to any party holding a potash
permit or lease on the Federal land on which the well is sit-
uated insofar as such records are pertinent to the mining and

protection of potash deposits.

32. COUNTERPARTS. This agreement may be executed in any
number of counterparts no one of which needs to be executed by
all parties or may be ratified or consented to by separate
instrument in writing specifically referring hereto and shall
be binding upon all thése parties who have executed such a
counterpart, ratification, or consent hereto with the same force
and effect as if all parties had signed the same document and
regardless of whether or no; it is executed by all other parties
o&ning or claiming an interest in lands within the above de-
scribed unit area.

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

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

I1f as the result of any such surrenéer or forfeiture
working interest rights become vested in the fee owner of the

unitized substances, such owner may:



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

3 (2} Lease the portion of such land as is included in a

£LS

participating area established hereunder subject to this agree-
5 ment and the unit operating agreement.

6 {(3) Provide for the independent operation of any part

7 of such land that are not then included within a participating

8 area established hereunder.

9 If the fee owner of the unitized substances does not accept

10 the working interest rights subject to this agreement and the

pra.

11 unit operating agreement or lease such lands as above provided

12 within six (6) months after the surrendered or forfeited work-

R A AV 8L

13 igg interest rights become vested in the fee owner, the bene-

14 fits and obligations of operations accruing to such lands under

15 this agreement and the unit opera£ing agreement shall be shared

i 16 by the remaining owners of unitized working interests in accord-
17 ance with their respective working interest ownerships, and

lé such owners of working interests shall compensate the fee owner

19 of unitized substances in such lands by paying sums egual to

20 the rentals, minimum royalties, and royalties applicable to
21 such lands under the lease in effect when the lands were unitized.
22 An appropriate accounting and settlement shall be made

23 for all benefits accruing to or payments and expenditures

24 made or incurred on behalf of such surrender or forfeited
25 working interest subsequent to the date of surrender or for-
26 feiture, and payment of any moneys found to be owing by such
27 an accounting shall bé made as between the parties within
28 thirty (30) days. In the event no unit operating agreement
29 is in existence and a mutually acceptable agreement between

30 the proper parties thereto cannot be consummated, the Super-

_-34_.
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visor may prescribe such reasonable and equitable agreement
as he deems warranted under the circumstances.

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

34, TAXES. The working interest owners shall render
and pay for their account and the account of the royalty
owners all valid taxes on or measured by the unitized substances
in and undexr or that may be produced, gatherea and sold from
the land subject to this contract after the effective date of
ghis agreement, or upon the proceeds or net proceeds derived
therefrom. The working interest owners on each tract shall and
may charge the proper proportion of said taxes to the royalty
owners having interests in said tract, and ma? currently re-
tain and deduct sufficient of the unitized substances or der-—

ivitive products, or net proceeds thereof from the allocated

share of each royalty owner to sécure reimbursement for the

taxes so paid. No such taxes shall be charged to the United

States or the State of New Mexico or to any lessoxr who has
a contract with his lessee which requires the lessee to pay
such taxes.

35. NO PARTNERSHIP. It is expressly agreed that the
relation of the parties hereto is that of independent con-
tractors and nothing in this agreement contained, expressed
or implied, nor any operations conducted hereunder, shall
create or be deemed to have created a partnership or asso-

cliation between the parties hereto or any of them.



IN WITNESS WHEREOF, the parties hereto have caused this agree- 1
ment to be executed and have set opposite their respective names the 2

date of execution. : 3

UNIT OPERATOR AND WORKING INTEREST OWNER

o J . - I S

4
ATTERT: MIDWES?'OT£5QORPORATION jﬁy/ 5
) AN,
- By _/.‘q-w/: ot Q—— - e 6
Assistant S Vice President
7 January 11, 1974 . 1700 Broadway , 7
Date Address
i 8 Denver, Colorado 80202 8
! 9 STATE OF COLORADO ) . 9
; )
; 10 COUNTY OF DENVER ) _ , v 10
% The foregoing instrument was acknowledged before me this
t 11th day of January-unc, 1972, by R. W. Collins ,
' Vice President of MIDWEST OIL CORPORATION, a Nevada

corporation, on behalf of said corporation.

Notafy Publiic
My commission expires:

January 26, 1974
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EXHIBIT "B"

TARGET UNIT AREA
EDDY COUNTY, NEW MEXICO

ACT

BASIC ROYALTY

NO. COF LEASE NO. AND OVERRIDING RCYALTY WORKING INTEREST CGWNERS
O. DESCRIPTIQN OF LAND ACRES EXPIRATICN DATE  2AND PERCENTAGE IESSEE OF RECORD OR PRODUCTIQN PAYMENTS AND PERCENTAGE
FEDERAL LZNDS
Section 3: All 800 NM-0457116 USA 12.5% Midwest Oil None Midwest Oil Corporation - 100%
Section 11: NW/4 11-1-75 Corporation = All
T-26-S, R=25-E
Section 11: E/2 & SW/4 NM=0505103 USA 12.5% Midwest Oil R, E. Boyle and sﬂm? Midwest Oil Corporatian - 100%
Section 12: E/2 800 2-1-74 Corporation - All Sweetie Boyle - 3% _
T-26-S, R-25-E Flag-Redferm Oil
; Company — 3-25%
Section 12: W/2 320 NM-0538876 9 12.5% Midwest Qi1 Sandia Production Midwest Oil Corporation - 100%
T-26-S, R-25-E 5-1-74 Corporation = All Conpany - $750 per
acre ¢il payment pay-
able out of 5% of 8/R
Scction 10: XNE/4 160 NM-0555432 UsA 12.5% Midwest Oil Eagle Royalty and Midwest Oil Corporation - 100%
T-26-S, R-25-E 12-1-74 Corporatien - All Minerals Co., Inc. =
$750 per acre payable
out of 5% of 8/8
Soction 34: S/2 960 NM-14759 Usa 12.5% Midwest Oil Stanley H. Fox -5% Midwast Ol Coxporation - 100%
Section 35: All 2-1-82 Corporation - All
T-25-S, R-25-E
Section 10: XW/4 160 NM-15293 usa 12.5% Midwest 0Oil Harry Ptasynski - 3% . .
T-26-S, R-25-E 4-1-32 Corporation - All Joanre P. McPherson — 1% Midwest Oil Corporation - 100%
Section 1: All
T-26-5, R=25-E 640 NM-17752 Usa 12.5% Midwest Oil Beulalh R. ILeggett and Midwest OLl Corporation - 1003
3-1-83 Corporation - All husband, Raymcnd F. v _

leggett - 6.25%

TOTAL 7 tracts Federal Lands - 3840 acres - 75% of Unit Area

pITRE W




EXHIBIT "B"
TARGET UNIT AREA
EDDY COUNTY, NEW MEXICO

Page &

TRACT NO. COF LEASE NO. AND BASIC ROYALTY OVERRIDING ROYALTY OR  WORKING INTEREST (WNERS
NO. DESCRIPTICN QF LAND ACRES EXPIRATION DATE  AND PERCENTAGE IESSEE OF RECORC  PRODUCITICN PAYMINTS AND PERCENTAGE
. STATE LANDS

8 Section 2: NW/4 Nw/4, 320 1-2645 State of New Mesa Petroleum None Mesa Petroleum Co. — 100%
S/2 X\W/4, NE/4 SW/4, 3-18-79 Mexico - 12.5% Cawpany — All
S/2 SW/4, NW/4 NE/4,
& SE/4 SE/4
T-26-S, R-25-E

9 Section 36: All 640 L1~4503 State of New Inexco OLL None Inexco Oil Company - 100%
T™-25-S, R-23-E 5-19-80 Mexico - 12.5% Conpany - All

10 Section 2: NE/4 NW/4, 320 14858 State of New H. L. 3rown, Jr. H. H. Gaston, Jr. - 2% H. L. Brown, Jr. - 100%
NW/4 SwW/4, NE/4 NE/4, S/2 NE/4, 9-15-80 Mexico - 12.5% - All

N/2 SE/4 & SW/4 SE/4

aH,INm1m ’ WINWIM,

_ TOTAL 3 tracts State Lands - 1280 acres - 25% of Unit Area

GRAND TOTAL 10 tracts comprising 5120 acres in Unit Area




CONSENT AND RATIFICATION
TARGET UNIT AGREBMENT
EMBRACING LANDS IN EDDY CCUNTY, NEW MEXICO

-

The undersigned hereby acknowledges receipt of a copy of
the Unit Agreement for the Development and Operation of the Target
Unit Area embracing lands situated in Eddy County, New Mexico,
which is dated the lst day of January, 1974, and further acknowledges
that the undersigned is familiar with the terms aad conditions '
therecof. The undersigned, being the owner of certain leasehold or
other interests in the lands or minerals cmbraced in said unit area
as set forth on the schedule attached to said Unit Agreement as
Exhibit "B" does hereby commit all of its said interest to the
Target Unit Agreement and does hereby consent Lo said Unit Agreement
and ratifies all of the terms and provisions thereof exactly the
same as if the undersigned had executed the orlqlnal of sald Unit
Agreement, or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under- .
51gned as of the date set forth opp051te the s;gnature. : .

ey e R T e

ATTEST. MESA PETROLEUM \,O~

>

5

KRRt {\—A-"
X

| o By,fgﬁf jw | J//;?{;éwﬁ

YICE PRESIDE ( )ﬁ,? _.

STATE OF TEXAS

COUNTY OF @mu

éﬂ The foregoing instrument was acknowleaqed before me thls
f/ ] day of January, 1974, by L. O 2430<;ALQJL431L/ y o

:5 corporatlon, on beﬁalf .0of said corporation.

f : _ _i Notary Publlc ~




CONSENT MD RATIFICATION
TARGET UNIT AGRLEEMHENT
EMBRACING LANDS IN EDDY CQUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of

the Unit Agreement for the Development and Operation of the Target
Unit Area embracing lands situated in Eddy County, New Mexico,
which is dated the lst day of January, 1974, and furthexr acknowledges
that the undersigned is familiar with the terms and conditions
therecof. The undersigned, being the owner of certain leasehold or
other interests in the lands or minerals embraced in said unit area
as set forth on the schedule attached to said Unit Agreement as
Exhibit "B" does hereby commit all of its said interest to the
Target Unit Agreement and does hereby consent to said Unit Agreement
and ratifies all of the terms and provisions thereof exactly the
same as if the undersigned had executed the original of said Unit
Agreerent, or a counterpart thereof. . . ‘

! IN WITNESS WHEREOF, this instrument is executed by the under— e
L signed as of the date set forth opposite the sign E : R

Date: d__w(zé_}??}{

nne Brown

STATE OF TEXAS

COUNTY OF MIDLAND

4 . day of January, 1974, by H. L. BROWN, JR.& MARY ANNE BROWN

]) /' P i 3 \}/ j 4—44%

o fifii” \Notzfv Public d;} :
3My commlsslon expires: ' c Coe

é[ /--LL

he foregoing instrument was acknowledged before. me this .- =~ - . I




CONSENT AND RATIFICATION
TARGET UNIT AGRELMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of
the Unit Agrecement for the Development and Operaticn of the Target
Unit Area embracing lands situvated in Eddy County, New Mexico,
which is dated the 1lst day of January, 1974, and further acknowledges
that the undersigned is familiar with the terms and conditions
thereof. The undersigned, being the owner of certain leasehold or
other interests in the lands or minerals embraced in said unit area
as set forth on the schedule attached to said Unit Agreement as
Exhibit "B" does hereby commit all of its said interest to the
Target Unit Agreement and does hereby consent to said Unit Agreement
and ratifies all of the terms and provisions thereof exactly the
same as if the undersigned had executed the original of said Unit
Agreement, or a counterpart thereof.

1 IN WITNESS WHEREOF, this instrument is executed by the under-
: signed as of the date set forth opposite the signature.

DATE: Japuary 8, 1974 EAGLE RO¥ALTY AND MINERALS CO., INC.
ADDRESS: 485 Madison Avenue By X1 / £ O~ ___.

New York, N.Y.

STATE OF X
COUNTY OF : X

The foregoing instrument was acknowledged before me this
day of , 197, by

My Commission expires: Notary Public

STATE OF _ yow York X

COUNTY OF New York X
The foregoing instrument was acknowledged before me this
8th ___ day of _Jamnary , 197 4 , by Alexander S. Bowers ,
President of gaGr : ‘ ’
a Delaware corgoratiiazzi;4222iif gf said corporatiocn.
My Commission expires: Notary Public
Y ' Y OUNA ?A'.WC?E'W/ York
— — Notary PUIM S GG
) ualitir;d iq rioo Yors Cogntd

Commission Expires March 30, LA
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< uyéth day of .

. CONSENT AND RATIFICATION
TARGET UNIT AGREEMENT
EMUBRACING LANDS IN EDDY COUNYTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of
the Unit Agreement for the Development and Operation of the Target
Unit Arca embracing lands situated in Eddy County, New Mexico,
which is dated the st day of January, 1974, and further acknowledges
that the undersigned is familiar with the terms and conditions
thercof. The undersigned, being the owner of certain leasehold or
other interests in tine lands or minerals embraced in said unit area
as set forth on the schedule attached to said Unit Agrecement as
Exhibit "B" does hereby commit all of its said interest to the
Target Unit Agreement and does hereby consent to said Unit Agreement
and ratifies all of the terms and provisions thereof exactly the
same as i1f the undersigned had executed the original of said Unit
Agreement, or a counterpart therxeof.

IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth opposite the signature.

DATE : Las )

LY ETAE]

ADDRESS:

245-Riugtes Drtve———

_ 1reg . o Raymojé F. Legge / // ‘
S8 461-05-0289 (/ '

STATE OF i n X
COUNTY OF Phane
avs lUA.uﬂ;\.U

The foregoing instrument was acknowledged before me this
+ 197 4 . by peulain R. Ledqgett

—Janevapye
_anmsbam,_ias.mnd_&_l“_ggﬁi;t___

AL et T Lt

My Commission expires: Notgdry PUbfiCzsnﬂRYnzqvGAN-Nmaypmﬁc

- ILH 75 : » Commission Expires June 1. 1§57

STATE OF X
COUNTY OF X

The foregoing instrument was acknowledged before me this
day of « 197, by

of

a ___ corporation, on behalf of said corporation.

My Commission expires: Notary Public

r

’




CONSENT AND RATIFICATION
TARGET UNIT AGRUELMENT
EMBRACING LANDS IN EDDY COUNTY, NLW MEXICO

The undersigned hereby acknowledges receipt of a copy of
i the Unilt Agreement for the Devcelopment and Operation of the Taxget
| Unit Arca embracing lands situated in Eddy County, New Mexico,
which is dated the lst day of January, 1974, and further acknowledges
that the undersigned is familiar with the terms and conditions
thercof. The undersigned, being the owner of certain lecasehold or
other interests in the lands ox minerals embracced in said unit area
as set forth on the schedule attached to said Unit Agreement as
Exhibit "B" does hereby commit all of its said interest to the
Target Unit Agreement and does hereby consent to sald Unit Agreement
and ratifies all of the terms and provisions thzreof exactly the
same as if the undersigned had executed the original of said Unit
Agreement, or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under- .
signed as of the date set forth opposite the signature. ’

DATE: 12-31-73 . SANDIA PRODYCTION COMPANY

ADDRESS: P.O. Box 2431 By///[ [l/‘//// Z’Z/////

Santa Fe, N.M. 87501

STATE OF New Mexico X
COUNTY OF Santa Fe : X

The foregoing instrument was acknowledged before me this

3lst  day of December . 197 3, by Sandia Production Company,

a Limlted Partnershlgbl its general partner, Robert N. Enfield.

o /)/L‘)i/’é{< /w//é<;‘v¢,<4ﬁ\}

:@yiéémmission expires: Vétary Public
N . e

T STRTEOF Y
COUNTY OF X

The foregoing instrument was acknowledged before me this

day of ; 197, by '
of SANDIA PRODUCTION COMPANY ’

a corporation, on bchalf of said corpoxration.

My Commission expires: Notary Public




CONSENT AND RATIFICATION
TARGET UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of
the Unit Ayrecement for the Development and Operation of the Target
Unit Area embracing lands situated in Eddy County, New Mexico,
which is dated the lst day of January, 1974, and further acknowledges
that the undersigned is familiar with the terms and conditions
therecof. The undersigned, being the owner of certain leasehold or
other interests in the lands or minerals embraced in said unit area
as set forth on the schedule attached to said Unit Agreement as
Exhibit "B" does hereby commit all of its said interest to the
Target Unit Agreement and does hereby consent to said Unit Agreement
and ratifies all of the terms and provisions thereof exactly the
same as if the undersigned had executed the orlglnal of said Unit
Agreement, or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under- .
signed as of the date set forth opposite the signature.

ATTEST: Uil INEXCO OIL COMPANY

. = ‘_,_-: > By:&/ ig A—‘
[

WiTiiam G. Goodwin, Vice Pi§§ddént

&

STATE OF TEXAS

COUNTY OF Harris

The foregoing instrument was acknowledged before me this
Othday of January, 1974, bv William G. Goodwin

Vice Pres1dent of IVEXCO OIL COMPANY, a Delawave

corporation, on behalf of said corporatlon
] ¢4LKJ/X

Notary Public U
Donna S. Burgess 460-82-2183

-t

My commission expires:

June 1, 1975
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BEFORE THE OIL CONSERVATION CCMMISSION

dr/ OF THE STATE OF NEW MEXICO
i )
| IN THE MATTER OF THE HEARING , |
; CALLED BY THE OXL CONSERVATION o N
| COMMISSION OF NEW MEXICO FOR O f
THE PURPOSE OF CONSIDERING: ' !

CASE No. _5146

Order No. R- ! 74?

APPLICATION OF _ MIDWEST OIL CORPORATION

FOR APPROVAL OF THE TARGET
UNIT AGREEMENT, _ EDDY ., COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
Jgnuary 16 , 194, at Santa Fe, New Mexico, before Examiner
Richard L. Stamets ,

: NOW, on this day of January | 194 , the Commission,
! a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject

matter thereof.

(2) That the applicant, _Midwest 0Qil Corporation /

seeks approval of the __Target Unit Agreement
State, and
: £120
covering i acres, more or iess, of Federal lands
awd e

described as follows:
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j (3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit area.

IT IS THEREFORE ORDERED:

_ (1) That the __Target Unit Agreement
is hereby approved.

{2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit

. agreement, this approval shall not be considered as waiving or

. relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and developmen: of any
lands committed to the unit and production of oil or gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the event
of subsequent joinder by any party oOr expansion or contraction of
the unit arsa, the unit operator shall file with the Commission

within 30 days thereafter counterparts of thie unit agreement
reflecting the subscription of those interests having joined or
ratified.

(4) That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
State of New Mexico and the Director of the United States Geologi-
cal Survey; that this order shall terminate ipso facto upon the
terminaticon of said unit agreement; and that the last unit opera-

tor shall notify the Commission immediately in writing of such

termination.
(5} That jurisdiction of this cause is retained for the

entry of such further orders as the Commission may deem necessaxy.

DONE at Santa Fe, New Mexico, on the cay and year herein-
above designated.
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9 A.M. - 0], CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEX1CO

The following cases will be heard before Richard L. Stamets, Examiner, or
Daniel S. Nutter, Alternate Examiner:

ALLOWABLE: (J) Consideration of the allowable production of gas for February,
1974, from fifteen prorated pcols in Lea, Eddy, Roosevelt and
Chaves Counties, New Mexico;

(2) Consideration of the allowable production of gas from nine
prorated pools in San Juan, Rio Arriba, and Sandoval Counties,
New Mexico, for February, 1974.

CASE 5110: <{(Continued from the November 15, 1973, Examiner Hearing)

In the matter of the hearing called by the 0il Conservation Commission
on its own motion to consider extending the horizontal limits of the
Washington Ranch-Morrow Gas Pool, Eddy County, New Mexico, to include
the S$/7 of 3ectiocn 28, Township 25 South, Range 24 East.

lso to be considered wiil be the imstitution of gas prorationing in
sald pool to provide for fixing the total allowable natural gas produc-
tion from sald pool to an amount equal to reasonable market demand and
to the capaclity of the gas transpur*ation facilities. Also to be
considered will be the adoption of special rules and regulations for

5 said pool including a provisicn for allocating the allowable production
among the wells in the pool.

# CASE 5111: (Continued from the November 15, 1973, Examiner Hearing)

In the matter of the hearing called by the 0il Conservation Commission
on its own motion to consider extending the horizontal limits of the
Burton Flats~Morrow Gas Pool, Eddy County, New Mexico, to include the
S/2 of Section 34, Township 20 South, Range 28 East, and the N/2 of

Sections 8 and 9, and all of Section 10, Township 21 South, Range 27
East.

Also to be considered will be the institution of gas prorationing in
said pool to provide for fixing the total ailowadle natural gas produc-~
tion from said pool to an amount equal to reasconable market demand and
to the capacity of the gas transportation facilities. Also to be con-
sidered will be the adoption of special rules and regulaticns for said
pool including a provision for allocating the allowable production
among the wells in the pool.

CASE 5112: (Coatinued from the November 15, 1973, Examiner Hearing)

In the matter of the hearing called by the 0il Conservation Commission
on its own motion to consider extending the horizontal limits of the
Burton Flats-Strawn Gas Pool, Eddy County, New Mexlco, te include all
of Section 10, Township 21 South, Range 27 East.
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(Case 5112 continued {rom Page 1)

CASE 5113:

Also to be considered will be the institutlon of gas prorationiung in
said pool to provide for fixing the total allowable natural gas produc-
tion from said pool to an amount equal to reasonable market demand and
to the capaciiy of the gas transportation facilities. Also to be
considered will be the adoption of special rules and regulations for
sald pool including a ~rovision for allocating the allowable produc-
tion among the wells in the pool.

(Continued from the November 15, 1973, Examiner Hearing)

CASE 5124:

In the matter of the hearing called by the 0il Conservation Commission
on its own motion to consider the institution of gas prorationing in

the Burton Flats-~Atoka Gas Pool, Eddy County, New Mexice, and to provide
for fixing the total allowable natural gas production from said pool to
an amount equal to reasonable market demand and to the capacity of the
gas transportation facilities. Aleso to be considered will be the
adoption of special rules and regulations for said pool including a
provision for allocating the allowable production among the wells in

the pool.

CASE 5143:

CASE 5144:

(Continued from the November 28, 1973, Examiner Hearing}

Application of Belco Petroleum Corporation for compulsory pooling and
an unorthodox gas well location, Lea County, New Mexico. Applicant,

in the above-styled cause, seeks an order pooling all mineral interests
underlying the 8/2 of Section 30, Township 20 South, Range 33 East,
South Salt Lake~Morrow Gas Pocl, Lea County, New Mexico, to be
dedicated to a wall to te drilled at an unorthodox location 660 feet
from the South line and 1300 feet from the East line of said Section
30, Also to be considered will be the cost of drilling and completing
sald well and the allocation of such costs, as well as actual operating
costs and charges for supervision. Also to be considered is the desig-
nation of applicant as operator of the well and a charge for risk
involved in drilling said well.

Agplication of El Paso Natural Gas Company for an unorthodox gas well
location, Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks approval for the uncrthodox location of its proposed
Rocky Arroyo "D" Com. Well No. 2 in the center of Unit L of Sec-

tion 4, Township 22 South, Range 22 East, Rocky Arroyo-Morrow Gas
Pool, Eddy County, New Mexico, the $/2 of said Section 4 to be dedi-
cated to the well.

Application of Depco, Inc. for two waterflood projects, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks authority
to institute two waterflood projects by the injection of water

into the Grayburg-San Andres formation through six wells located

on applicant’s State 647 lesse in Sections 31 and 32, Township 17
South, Raage 28 East, Artesia Pool, Eddy County, New Mexico, and
through one well on the Kersey and Company Ramapo "A' lLeasc in said
Section 32.
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CASE 4969:
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Application of Texas Paclflc 011l Company for salt water disposal,

lL.ea Councy, New Mexico. Applicant, in the above-styled cause,

seeks authority to dispose of produced salt water into the Devoulan
formation in the perforated interval from 10,872 feet to 11,032 feet
in its State "B'" Well No. 2 located in Unit B of Section 11, Town~
ship 12 South, Range )3 East, Bagley Siluro-Devonian Pool, Lea County,
New Mexico.

(Reopened)

-

" CASE 5146

CASE 5147:

CASE 5148:

CASE 5149:

In the matter of Case No. 4969 being reopened pursuant to the
provisions of Order No. R-4557, which order established a temporary
speclal depth bracket allowable for the Toclto Dome-~Pennsylvanlan
D' 0il Pool, San Juan County, New Mexico. All interested parties
may appear and show cause why the special allowable should be made
permanent.

Application of Midwest 01l Corporation for a unit agreement, Eddy
County, New Mexico. Applicant, in the above~styled cause, seeks
approval for the Target Unit Area comprising 5120 acres, more or
less, of State and Federal lands in Towmships 25 and 26 South,
Range 25 East, Eddy County, New Mexico.

Application of Mesa Petroleum Corporation for compulsory pooling,
Lea County, New Mexico. Applicant, in the above-styled cause,

seeks an order pooling all mineral Interests in the Morrow formation
underlying the S/2 of Section 12, Township 16 South, Range 35 East,
North Shoe Bar Field, Lea County, New Mexico, to be dedicated to a
well to be drilled at a standard location for said unit in Unit O

of said Section 12. Also to be considered will be the cost of
drilling and completing sald well and the allocation of such costs,
as well as actual operating costs and charges for supervision. Also
to be considered is the designation of applicant as operator of the
well and a charge for risk involved in drilling said well.

Application of Coquina 01l Corporation for an uncrthodox gar well
lecation, Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks authority to drill a well at an unorthodox gas well
Jocation 990 feet from the North and East l1ines of Section 16,
Township 19 South, Range 25 East, Boyd-Morrow Gas Pool, Eddy County,
New Mexico, the N/2 of said Section 16 to be dedicated to sald well.

Application of Cities Service 011 Company for compulsory pooling,
Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks an order pooling all mineral interests in the Pennsylvanian
formation underlying the N/2 of Section 33, Township 21 Scuth,
Range 27 East, Eddy County, New Mexico, to be dedicated to a well to
be drilled st a standard Pennsylvanian gas well location for said
unit. Also to be considered will be the cost of drilling and
completing said well and the allocation of such costs, as well as
actual operating costs and charges for supervision. Also to be
considered is the designation of applicant as operator of the well
and a charge for risk involved in drilling said well.
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CASE 5150:

CASE 5151:

CASE 5152:

CASE 5140:

-

Appllication of Hanson Q1) Corporation for a waterflouod project,

Lea County, New Mexico. Applicant, in the above-styled cause,
seeks authority to institute a waterflood project by the injection
of water into the Queen formation through 10 wells i its Mescalero
Ridge Unit Area in Sections 26 and 35, Township 19 South, Range 34
East, Pearl-Queen Pool, Les County, New Mexico.

Application of Penroc 8il Corporation for a dual completion, Eddy
County, New Mexico. A-nlicant, in the above-styled cause seeks
approval for the dual cowpletion (conventional) of its Dero-Federal
A-Com Well No. 1, located in Unit N of Section 35, Township 19 South,
Range 28 East, Eddy County, New Mexico, in such a manner as to
produce gas from the Winchester-Wolfcamp gas pool and an undesignated
Strawn gas pool through the casing-tubing annulus and through tubing.

Application of Petro-Lewis Corporatioun for a Special Depth Bracket
Allowable, Media-Entrads 0il Pool, Sandoval County, New Mexico.
Applicant, in the above-styled cause, seeks a specilal depth bracket
allowable for the Media-Entrada 0il Pool, Township 19 North, Range 3
West, Sandoval Tounty, New Mexico,

(Continued from the January 3, 1974, Examiner Hearing)

CASE 4956:

Application of Plerce & Dehlinger for compulsory pooling, Vada-
Penngylvanian Pool, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all mineral interests in the
Vada-Pennsylvanian Pool underlying the NW/4 cof Sectiou 24, Township

9 South, Range 33 East, Lea County, New Mexico, to be dedicated to
the King Resources Sheridan Well No. 1-A located in Unit C of said
Section 24. Also te be considered is designation of the applicant as
operator of the NW/4 of said Section 24 and the well located thereon,
provision for allocation of actual operating costs and charges for
supervision, and allocation of costs for reworking said well including
a 2007 charge attributable to any non-consenting working interest
owner's pro rata share of said workover costs, for the risk involved
in said workover.

(Reopened) (Continued from the January 3, 1974, Examiner Hearing)

Application of Pierce & Dehlinger for a determination of well costs,
Lea County, New Mexlco. Applicant, as operator of the Sheridan Well
No. 1 located in Unit M of Section 13, Township 9 South, Range 33 East,
Lea County, New Mexico, to which well is dedicated the SW/4 of said
Section 13, all mineral interests in the Vada-Pennsylvanian Pool
thereunder having been pooled by Commission Order No. R-4560, seeks
the determination of reasonable well coets attributable to applicant
and to King Resources, including, but not limited to, the costs of
teworking and placing said Sheridan Well No. 1 back on production

and attorneys fees In connection therewith. Applicant further seeks
an order assessing, as a cnarge for the risk involved in the reworking
of the well, 120% of the pro rata share of the reasonable well costs
attributable to the working interest of King Resources.
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa e, New Hexico
January 16, 1974

EXAMINER HEARING

IN THE MATTER OF:

Application of Midwest Oil
Corporation for a unit agree-
ment, Eddy County, New Mexico.

BEFORE: Richard L. Stamets, Examiner

TRANSCRIPT OF HEARING

APPEAR

For the New Mexico 0il Conser-
vation Commissicn:

For the Applicant:
(Midwest 0il Corporation)

For the Protestant:
(Michael Grace)
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Page. . 7 .

MR. STAMETS: Call the next case, 5146,

MR. DERRYBERRY: Case 5146. Application of Midwest
011 Corporation for a unit agreement, Eddy County, New Mexicq

MR. HINKLE: Clarence Hinkle, Hinkle, Bondurant,
Cox and Eaton, appearing on behalf of Midwest Corporation.
We have one witness and three Exhibits.

MR. STAMETS: Any other appearances in this case?

MR. LINES: Farrell Lines appearing for Michael
Grace. At this time we would ask for a centinuance in this

Hearing. We have some leases in Township 25 and 26 South,

Range 25 East, Eddy County. However, we haven't been able

to determine from the publications here exactly what is goiqg

to be includsd in 5120 acres. Weire not sure whether our
land is included or whether it isn't. We've never even had
the chance to determine whether or not we are in agreement
or whether we feel there is justification or not justifica-
tion for this.

MR. HINKLE: We cannot consent to continuance of
this case because this well has to be drilling in order to
save the leases in the unit in a very, very short time.

HR. LINES: In the future, when these kinds of
cases are advertised is there any way to Jlet us know what

it is talking about. Hany, many acres here. Let's --

THE NYE REPORTING SERVICE
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CASE 5146

Page
{Whereupon, a discussion was
| held off the record.)
i MR, STAMETS: ¥r. Lines, I'm going to deny your
Motion for continuance and proceed with this case at this
time.

FRANK L. SCHATZ

called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR. HINKLE:
Q State your name, your residence, and by whom you
- are employed?

1 : A My name is Frank L. Schatz, S-c-h-a-t-z. My resi-

dence is Midland, Texas and I'm employed by Midwest 0Oil

Corporation as Regional Exploration Manager of the Midland

office.
Q Have you previously testified be%ore the Commission?
A I have.
Q And qualified as a petroleum geclogist?
A Yes, sir.
Q Are these a matter of record?
A Yes, sir.
Q Are you familiar with the Application of Midwest

THE NYE REPORTING SERVICE
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SCHATZ-DIRECT Page. 5

in this case?

A I anm.
Q What is Midwest secking %o accomplish?
A Midwest seeks to put together an eight-section unit

in Township 25 and 26 South, Range 25 East for the drilling
of a 12,000-foot Morrow test to be located in the southeast

quarter of Section 2, Township 26 South, Range 25 East.

Q This is to be known as the Target Unit Area?
A Yes, sir.
Q Have you prepared, or has anyone prepared under

your direction three Exhibits for introduction in this case?

A I prepared or had them prepared under my direction
Exhibits 1 and 3. Exhibit No. 2 is a letter from the U.S.G.B.

Q Refer to Exhibit 1 and explain what this is, what
it shows?

A Exhibit No. 1 is a sub-surface structure map con-~
toured con top of the Morrow formation of Pennsylvanian H.
Midwest leases are shown in yellow on the map. Producticn
in the area is colored with»the code shown at the bottonm
of the map. This sub-surface structure map at the north end
where the production is indicated in the center of the map
is the south part of the South Carlsbad Field. Moving then
to the south, southwecst, we encounter the Crawford and Whitd
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CASE 5146

City Pennsylvanian Fields and continuing on down in a
straight line direction is the designated Target Unit.

Q Whicn is outlined in red?

A Which is outlined in red. Which the location is
shown with a red dotted and with an arrow to it.

Q Has this area been designated as an area suitable
and proper for unitization by the U.S.G.S.?

A It has, subject to conditions of the approval of
a unit agreement.

Q This contains both State and Federal lands?

A Yes.

Q Referring to Exhibit 2, is this the letter of the
U.S5.G.S5. designating the area one suitable for unitization?

A Yes, sir, it is.

Q The letter designating the area, called fof the
drilling of a Morrow Well, but not to exceed depth of 12,000
feet, is that correct?

A That's correct.

Q Is it your opinion that as a geologist that the
well at 12,000 feet will test the Morrow in this area?

A To the best of my ability at this time.

Q Refer to Exhibit 3, which is the proposed formal

unit agreement. Has this form, substantially -the same form,
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CASE 5146

SCHATZ-DIRECT Page

heretofore approved by the Commission where Federal and State

lands are involved?

A Yes, sir, it is.

Q It has been approved or designated as to the form
by the U.S.G.S. and what about the Commissioner of Public
Lands?

A The Commissioner of Public Lands has been handed
a copy of the unit agreement with Application and filing
fee and he has told us verbally that on the surface it
appears to be the same unit agreement previously arproved by

nDe sl £ aroes
ffice. If you

o
<

1

joln

and make an appearance as to that statement.

Q Is Midwest designated as the unit operator in the
unit agreenment?

A Yes, sir, it is.

Q This provides for the drilling of a well which has
been referred to as the Morrow formation?

A Yes, it does.

Q That's provided for in Section 9?

A In Section 9.

Q What is the present status of execution of the
unit by the working interest owners and the unit royalty
owners?
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SCHATZ-DIRECT

Page ... 7. .

A All of the working-interest owners in the unit
have ratified a unit agreement and consented to the unit
agreement. All, with exception of one percent of the over-
riding royalty owners in the area have agreed to ratify or
have ratified the unit agreement. The one percent that is
remaining to be ratified is expected to be in within two
weeks.

Q So, you anticipate 100 percent committment both
working interest and overriding royalty interest?

A That's true.

Q The unit zgreement, I believe, provides for
commencement of the well withir six months. Do you intend
to commence the well earlier than this?

A We intend to commence the well prior to February
1, which is the expiration date on the first expiring lease
in the area.

Q In order to save that lease, the well must be
commenced prior to February 1lst, is that right?

A In order to save the lease, the unit must be
aprroved and the well commenced by that date.

Q@ In your opinion, if this Application is approved,
will the unit agreement be in the interest of conservation

and prevention of waste and protect correlative rights?
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CASE 5146
SCHATZ-DIRECT 9

A Yes, it will.
MR. HINKLE: I would like to offer Exhibits 1, 2
and 3.
MR. STAMETS: Without objection, Applicant's
Exhibits 1 through 3 will be admitted in evidence.
(Whereupon, Applicant's Exhibits
Nos. 1 through 3 were édmitteq
in evidence.)
MR. HINKLE: Do you have anything further you would
like to add”
THE WITNESS: No.

CROSS EXAMINATION

BY MR. PORTER:

Q Is that expiring lease Federsal or State?

A That's a Federal Lease. I would like to make a
comment to clarify what might be of a concern to you when
you look at the Exhibit "A" under the unit agreement. Fed-
eral Lease located ih Section 3 and Section 11 shows an
expiration date of 11-1-73. This Federal Lease was extende«
by the drilling of the Delaware sandpits in thne northwest
quarter, Section 11, so that lease should read 11-1-75.

Q Se, it's actually in good standing?

A That lease is in good standing.
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CASE 5146

SCHATZ -CROSS 10

MR. PORTER: Thank you.
MR. HINKLE: That's all we have,

MR. STAMETS: Are there any questions of this

witness?

MR. LINES: 1 have no questions,

CROSS_EXAMINATION

BY MR. STAMETS:

Q Mr. Schatz, is a copy of the unit agreement in the

hands of the U. S. Geological Survey in Denver or Roswell

at the time this application was filed?

MR. HINKLE: Did you file the for .. unit agree-

ment with your application for designation of the area?
A Yes, but we have not gone back to them with the
clianged form as it refers to the State and Pederal lands.
MR. STAMETS: Any other guestion of the witness?

You may be excused. Anything further in this

case?

{(Witness is excused.)
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MR. HINKLE: ©No, he did not file three copies of
the unit agreement with the application, so, if you got
two copies there and you have one more so that makes the
three copies.

MR. STAMETS: Anyone else have anything they wish
to offer in this case? Any statements?

MR. DERRYBERRY: Mr. Examiner, I would like to
make a statement for the Commission in reply to the remark
made by Mr. Grace's attorney as to the question regarding
what we knew, if Mr. Michael Grace had any offsetting acre-
age to the proposed unit. I would like to say that to the
Commission's knowledge, the decision made in approving any
unit has no effect on any rights of any offsetting owners
and for that reason the Commission does not feel that there
should be any requirement of the location of the unit other
than merely designating the County in which it is to be
located should be regquired.

MR. LINES: I say in our defense that we have
incurred other actions like this and in the other action the
Commission didn't.unitize because of objections we made. We
brought our geologist in and produced and submitted cther

information. 1 think that in all fairness in this thing,

we swou'd have the opportunity to know whether or not we do
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have offsets, in fact would have information that could be
beneficial to the Commission. 1 simply can't shut out the
opportunity to present it.

MR. DERRYBERRY: As I recall, that was extension
of pool boundary rather than apprecval of a unit.

MR. LINES: We also had unitization hearing earliep
that we appeared at.

MR. DERRYBERRY: I wanted to get the position of
the Commission into the record.

MR. STAMETS: Anything further in this case?

We will take this case under advisement.
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STATE OF NEW MEXICO )
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COUNTY OF SANTA FE )
I, RICHARD L. NYE, Court Reporter, do hereby certify

that the foregoing and attached Transcript of Hearing before

the New Mexico 0il Conservation Commission was reported by

me, and the same is a true and correct record of the said

proceedings, to the best of my krowledge, skill and ability.
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