CASE 2683: Application of CURTIS R.
'INMAN for approval of the CARNERO
PEAK UNIT AREA - EDDY COUNTY, N. MEX.
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June 26, 1963

Nr. R. K. Riehardsca
P. 0. Box 819
Roswell, Bev Mexiece

Re:1 Termination of Carmerc Peak

Unit Agreemani, Rddy County,
New Mexico

Dear WNr. uquuaz

he e—l‘iu.ncr of Public Lands has approved,ass of
Jume i, i3, the termination of Carnero Peak Unit Agreemsnt,
BAdy County, lhw Nexico,

‘huiuth is beaing consummated under Sectiom 20
: of the Unit Ajveemant with 92.06% of the committed interests
; te the agreemint approving the termimation.

' Very truly yours,

‘o ‘. W ﬂmn :
COMMISSIONER OF PUBLIC LANDS

BY:

(nrs.) Marian M. 2hea, Supervisor
Unit Divisiom

BSJ%/mmx/n

og: Nr. Curtis R. Inan
Dox 7137
Wo Texas

it Pemasvewnblionh wd cnd o
\,-- PP R W T m— T TS R T WA S

United States Gedlyical Survey
Reswell, Newv Mexico

Attemtion: Mr. Johly, Arnderson




P. O, Do 819
Reswell, New Nexiee

|

t™Hhe Comnissiensr of Public Lands has spproved as

of Bovember 38, 1962, the Carmere Peak Unit, Bddy Ceunty,

We are handing to Mr. R. X, Aichardson telve (13)

eopies of Certificate of Appreval fer the Carmerxoc Peak
Wit, Mdy County, New Mexioe.

i

VYery txuly yeurs,

E. 5. JUNNNY WALEER
COIBIESSIONER OF PURLIC LANDS

s

(ixs.) Merian N. Mhea, Supszviser
Ouit Divisiom

Rr. Cuztis R, Inman

bax 737

Nidland, Texas

0il Conserwxtion Commission
Santa Fe, New Mexico

U. S. Geological Survey -
P. O. Drawer 1857
Roswell, New Mexico




GOVERNOR
ZOWIN L. MECHEM
CHAIRMAN

State of Nefo Wexico
@ il Eongervation Lommigsgion

STATE SEOLOGIST
A, L., PORTER, JRN.
SECRETARY -~ DIRRCTOR

i LAND COMMISSIONER
K. 5. JONNNY WALKER
mEMeER

®. 0. BOX 871
SARTA FE

November 21, 1962

Re: Case No.____2683

R :d.z L J
Mr. R. M. Richardson, Attorney ° No. R-2269
P. 0. Dox 819 | Applicant:

Roswell, New Mexico is B. Inm

Dear S8ir:

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

Very truly yours,

gl

A. L. PORTER, Jr.
Secretary-Director

ix/
Carbon copy of order also sent to:

Bobbs OCC x
aztcsi=ncCc x

Aztec OCC
OTHER

Sr—
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R. M. RICHARDSON //z"/é é,Yj

OlL AND DAS LEARES — UNITIZATION
FLOEAAL - STATE - FEE

P. 0. BOX 819 HOME MAIN 2-7985
. RosweLl, NEw Mexica

o " Ootodver 15, 1962

OFFICE MAIN 2-DBDN

In Re: Carnero Peak Unit
Eddy County, New Mexico
Curtis R. Inman

i New Mexico 0il Conservation Commission
Santa Fe, New Mexico Attns Mr. Pete Porter

' Dear Mr. Porter,

We are filing herewith one (1) copy of the proposed
Unit Agreement for the Development and Operation of the
Carnero Peak Unit Area, Eddy County, New Mexico, together

with our application for approval and for an ezaminer
hearing.

Please note that only one copy is filed and that such
copy does not contain either Exhibit "A" or Exhibit "BY.

Tais missing aet of Exhibits will be filed with you within
a few days. Two additional copies of the Unit Agreement
together with the proper Exhibits will be filed as guickly
as possible.

PRD——""

Due to the deadline for drilling on this unit, and
the time necessary for publication of the notice of hearing,
we would like to request that you accept the attached avplication
and Unit Agreement with the understanding that the necessary
copies and additional information will be furnished as quickly

as possible. Thank you.
Yours very %"’/%

R. M. Richardson

DOCKET MAILED

te -WV




s
.
[
i
i
H
i
H
1
)
M
]

o b T

e e s ke YA e

OIL CONSERVATIOH CO:2IISSION

SANTA FE, MEW LEXICO
Date / //7A"’

_ / |
CASE d é é .5 Hearing Date 74'—‘* 7, J 6 2z
: .Dsﬂzg ;F o

My recommendatiohs for an order in the above numbered casss are as followss

-7rf 22 J;; JFE?AJZ’(‘ET 77’:2225;; )23)?
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No. 32-62

DOCKET: EXAMINER HEARING - THURSDAY - NOVEMBER 8, 1962

9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Daniel S. Nutter, Examiner, or
Elvis A. Utz, alternate examiner:

CASE 2682: Application of Pan American Petroleum Corporation for the
creation of a new pool and the establishment of special
rules and regulations, San Juan County, New Mexico.
Applicant, in the above-styled cause, seeks the creation of
a new oil pool to be designated the Simpson—~Gallup 0il Pool
comprising the S/2 of Section 23, SW/4 of Section 24, N/2
of Section 25, and the NE/4 of Section 26, Township 28 North,

_~ Range 12 West, San Juan County, New Mexico. Applicant
e further seeks the establishment of special pool rules in-

g cluding the provisions for 80-acre proration units.
,‘”Qégg 2683: Application of Curtis R. Inn&n for approval of a unit

agreement, Eddy County, New Mexico. Applicant, in the
above-styled cause, seeks approval of the Carnero Peak Unit
Area comprising 12,151 acres, more or less, of State, Federal
and Fee lands in Townships 22 and 23 South, Ranges 24 and

25 East, Eddy County, New Mexico.

CASE 2684: Application of Gulf 0il Corporation for a triple completion,
Lea County, New Mexico. Applicant, in the above-styled
cause, seeks authority to complete its H. T. Mattern (NCT-A)
Well No. 3, located in Unit P of Section 24, Township 21
South, Range 36 East, Lea County, New Mexico, as a triple
completion (conventional) to produce oil from the Paddock,
Blinebry, and Drinkard 0il Pools through parallel strings
of tubing.

CASE 2685: Application of Gulf 0Oil Corporation for a triple completion,
Lea County, New Mexico. Applicant, in the above-styled
cause, seeks authority to complete its Graham State (NCT-I)
Well No. 2 located in Unit L of Section 19, Township 21 South,
Range 37 East, Lea County, New Mexico, as a triple completion
(conventional) to produce oil from the Paddock, Blinebry,
and Drinkard 0il Pools through parallel strings of tubing.

CASE 2686: Application of Marathon 0il Company for a dual completion,
Lea County, New Mexico. Applicant, in the above-styled
cause, seeks authority to complete its State Harsen Well No.
5, located in Unit B of Section 16, Township 20 South, Range
37 East, Lea County, New Mexico, as a dual completion
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CASE 2686 (cont.)

(conventional), to produce oil from the Weir-Blinebry and
Monument-Tubb Pools through parallel strings of 1.41 ID
and 2-inch ID tubing.

CASE 2687: Application of Shell 0il Company for a dual completion, Lea
County, New Mexico. Applicant, in the above-stylied cause,
seeks authority to complete its Emerald Unit Well No. 1
located in Unit C of Section 23, Township 16 South, Range
32 East, Lea County, New Mexico as a dual completion
(Conventional) to produce oil from the Penrose and Wolfcamp
- formations through parallel strings of tubing.

CASE 2688: Application of Socony Mobil 0il Company for a quadruple
Completion, Lea County, New Mexico. Applicant, in the
above~styled cause, seeks authority to complete its State
Bridges Well No. 95 located in Unit P of Section 26, Town-
ship 17 South, Range 34 East, Lea County, New Mexico, as a
quadruple completion (conventional) to produce oil from the-
Abo, Wolfcamp, Pennsylvanian and Devonian formations threough
parallel strings of tubing.

CASE 2689: Application of Socony Mobil 0il Company for a dual completion
and certain administrative procedures, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks authority to
complete its State Bridges Well No. 27-DD located in Unit H
of Section 26, Township 17 South, Range 34 East, Lea County,
New Mexico as a dual completion (conventional) to pioduce
oil from the Vacuum (San Andres) Pool and an undesignated
Yeso pool through parallel strings of 2 3/8 inch and 2 3/8
x 1 1/4 inch tapered tubing strings. Applicant further seeks
the establishment of administrative procedures whereby similar
dual completions could be approved in this area.

CASE 2690: Application of Phillips Petrcleum Company for a special _
allowable, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order authorizing the assignment of
a special allowable to its Mexco “A" Well No. 2, located
in Unit I of Section 2, Township 17 South, Range 32 East,
Malijamar Pool, Lea County, New Mexico. Said well offsets
and has received a response from Boller and Nichols Water-
flood project in said Section 2.
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CASE 2691: Application of El Pasoc Natural Gas Company for the creation
of a new gas poocl and establishment of special rules and
regulations, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks the creation of a new gas pool for
the Morrow formation underlying Sections 18, 19, 20, and 29,
Township 19 South, Range 32 East, Lea County, New Mexico.
Applicant further seeks establishment of special pool rules
including provisions for 640-acre proration units and the
allocation of allowables to non-marginal wells in the pro-
portion that each well‘'s acreage factor bears to the total
of the acreage factors for all non-marginal wells in the pool.

CASE 2692: Application of Amerada Petroleum Corporation for an exception
to a Commission shut-in order, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an exception to
Rule 15 (A) Order R-1670, Southeast New Mexico Gas Proration
Rules and Regulations, to permit its Shell-Amerada State "A"
Unit Well No. 1 located in Unit P, Section 33, Township 11
South, Range 33 East, Bagley-Lower Pennsylvanian Gas Pool,
Lea County, New Mexico, to produce a minimum of 2000 MCF per
month in exception to an overproduction shut-in notice.

CASE 2693: Application of NWJ Producing Company for an unorthodox
location, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks approval of an unorthodox oil well
location 330 feet from the South and West lines of Section
14, Township 15 South, Range 38 East, Medicine Rock-Devonian
Pcol, Lea County, New Mexico, in exception to Rule 3, Order
R-2315, Medicine Rock-Devonian Pool Rules.

CASE 2694: Application of Southern Union Production Company for an
amendment to the Northwest Now Mexico Gas Proration Rules
and Regulations. Applicant, in the above-styled cause,
seeks an amendment to Order R-1670 as amended by Order No.
R-2086, Rules and Regqulations for Prorated Gas Pools, San
Juan, Rio Arriba, McKinley and Sandoval Counties, New Mexico,
to permit wells ordered shut-in for extended periods to make
up accunulated overproduction to produce a minimum of 500 MCF
each month during such shut-in.

CASE 2695: In the matter of the hearing called on the motion of the 011

oo mvmerndd mm MAamme smod men o mamad Jaee wmaced mdmmar Mamend s d A
AL A YW A Wes N ereMEa et e WAL W W AClAar A tAme A A ¥ atdeady W - e wran

Orders R-333-C & D and R-333-E as the same relate to the
season for taking Northwest New Mexico gas well deliverability
tests and to the procedure for taking and calculating such
tests, San Juan, Rio Arriba, McKinley and Sandoval Counties,
New Mexico.




Application of Elwyn c. Hale for 2 guadruple completion,

Lea County, New Mexico. Applicant, in the above-styled o
cause, seeks approval of the'quadruple completion (conbination
of his Hale state Well No. 3, located in Unit B of section 2,
Township 25 South, Range 37 East, lLea county, New Mexico, in
such a manner as to produce oil from the Devonian, McKee,
wWaddell and Ellenburger pools, North Justis Field, through
two strings of 2 7/8 inch casing and two atrings of 3 1/2

{nch casing all cemented in a common well bore.
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R. M. RICHARDSON

DIL AND GAB LEASES — UNITIZATION
FEDERAL - ETATE - FEE
‘ P. O. BOX 819
v 11 . ROSWELL, NEwW MEXICD

. ..:.'; L Ko November 1, 1962 OFFICE 505 622-88
.- RES. 508 622-798S

In Res Case No. 2683,
Carnero Peak Unit Agreement
Eddy County, New Mexico
Curtis R. Inman

New Mexico 0il Conservation Commission

State Land Office Building

Santa Fe, New Mexico ‘
' Attn: Mr. Pete Porter

Dear Mr. Porter,
Yesterday, October 31, 1962, I forwarded to you

two additional copies of the Carnero Peak Unit Agrsement
in connection with Case No. 2683.

Through an error of unknown origin, the word "“Land"
was inserted in all references to both the Commissioner
and the Commission in the agreement.

The NMOCC is referred to as "State Land Commission",
which is of course in error and to be corrected. The Unit
Agreement to be furnished you for your permanent files will
of course refer to the OCC properly.

We are sorry if this error may have caused you any
concern and hope that it has been caught and called to your
attention before any unnecessary work has been done.

Youre very truly,

R. M. Richardson
CC: Curtis R. Inman ’




BEFORE THE O1L CONSERVATION COMMISSION v72 ‘5 /§>

BTATE OF NEW MEXICO

Ve

APPLICATION FOR APPROVAL OF
CARNERO PEAK UNIT AGREBMENT
EDDY COUNTY, NEW MEXICO

New Mexico 0il Conservation Commission
Santa Fe, New Mexico

as followss NEW MEXICO PRINCIPAL MERIDIAN

Section 243 All
Section 25; All
Section 263
Section 353
Section 363 All

) P~y
Townshi 25,South e 24 East
Secticn 233 §§

5 Township 22 South, Range 25 East
| Sections 19, 29, 30, 31, 32; All

Township 23 South, Range 24?§ast

Section 13 All
Section 2; ¥}
"Section 113 B
Section 12; All
Section 13; All
Section 14; B

Township 23 South, Eange 25 East

Sections 5, 8, 7, 8, 155 A11

of Public Lands of the State of New Mexico.

i Comes the undersigned, Curtis R. Inman, with offices at Midlana,
Texas, and files herewith one copy of the proposed Unit Agreement

for the development and operation of the Carnero Peak Unit Area, Eddy
County, New Mexico, and heredby makes application for the approval of

! said Unit Agreement as provided by law, and in support thereof states:
l. That the proposed uniti area covered by said agreement embraces

12,151.48 acres of land, more or less, more particularily described -

N -

v/

-
v’
)

] -

2. That of the lands embraced within the proposed unit area, 1,917.84
acres are lands of the State of New Mexicoj; 9,751.64 acres are lands of
the United States; and 482.00 acres are patented or fee lands.

3. That application is being made for the designation of said unit
area and for the approval of the form of Unit Agreement by the Commissioner

4. That applicant is informed and believes, and upon such information
, and belief states, that the proposed unit area contains all or substantially
i all of the geological feature involved, and that in the event of the
i discovery of oil or gas thereon, that said Unit Agreement will permit
§ the producing area to be developed and operated in the interesi of

conservation and the prevention of waste of the unitized substances.



RSN

5. That Curtis R. Inman is designated as the Unit Operator in said
Unit Agreement, and as such is given authority under the terms therseof
to carry on all operations necessary for the development and operation
of the unit area for o0il and gas subject to all applicable laws and
regulations. That said Unit Agreement provides for the drilling of an
initial test well to a depth suffiocient to test the Devonian Formation,
but that applioant is not obligated to drill said well, in any event, to
a depth in excess of 11,500 feet.

6. That applicant believes that in the event 0il or gas in paying
quahtities is discovered on the lands within the unit area, that the
field or area can be developed more economically and efficiently under
the terms of said Unit Agreement, to the end that the maximum recovery
will be obtained of unitised substances, and that said Unit Agreement
is in the interest of oonsorjp@ion and prevention of waste as contem—
plated by the New Mexico 0il Conservation Commimsion Statutes and
regulations.

7. That upon an order being entered by the New Mexico 0il Conservation
Commission approving Said Unit Agreement, and after approval thereof
by the Commissioner of Public Lands of the State of New Mexico, and after
approval by the United States Department of Interior, an approved copy
will be filed with the New Mexico 0Oil Conservation Commission.

WHEBEFOBE, the undersigned applicant respectfully requests that a
haaring be held before an examiner on the matter of the approval of
said Unit agreement, and that upon said hearing, said Unit Agreement be
approved by the New Mexico 0Oil Conservation Commission as bsing in the

interests of conservation and the prevention of waste.

Dated this 15th day of October, 1962.

"Respectfully submitted,

K}a&{*\n QK Ekﬁh$ﬁv’°¢J\

Curtis R.

ffffii:v: Roswell, New Mexico

PR R




BEFORE THE OIL CONSERVATION COMMISSION
' STATE OF NEW KEXICO

APPLICATION POR APPROVAL OF R S 2
CARNERO PEAK UNIT AGRERMENT “
RDDY CODNTY, NEW MEXICO

Now Mexioe 01l Conservasion Commission
Santa T, New Nexioo -

Comes the undersigned, Curtis B. Imnman, with offices at XEidland,
Texas, and files herewith one ocopy of the pu-éyoud Unit Agreement
for the development and operatiom of the Carnerc Peak Unit Ares, Bidy

said Unit Agreement as provided by law, in support thereef statest
1. Taat the proposed unit area coversd iy ssid agreesemt embraces

12,151.48 acres of land, zmore or less, more partioularily desorided

EBW MEXICO PRINCIPAL MERIDIAN

County, ¥ew Nexico, and heredy makes applioation for ithe approval of

as follows:

P South ; %
] R

3eetien 24) Al)

Sestion £%53 A1)

3ection 263 3

Seasion 35; 23

Beotion 363 ALl

!

‘ * ’ s 3, 3 A
Ww
tiom 13

Seetion 23 3}

Seotiem 11; B}
Sestien 12; All
Section 1) Al
Seotion 145 M

1 s 89 Ty 5, 10y

2. That of the lands embraged within the propossd unit ares, 1,917.84
acres ave lands of ths State of New Nexieoj 9,751.64 sores sre lands of
the Tnited States; and 482.00 scres are patented or fee lands.

3. That application is being mads for the designation of said umit
ares and for the approval of the form ¢f Unit Agreement by the Commissioner
of Public lands of the State of Bew Nexico. |

4. That applicant is informed and bellieves, and upen such inforsstien
snd balief siates, that the preoposed unit area sontains all or sudstantially
all of the geological feature invelved, and that in the event of the
" discovery of oil cr gas thersoa, that said Unit igreement will permit
the prodwmoing ’nru $0 be developed and operated in the interest of
sonservetion and the preventien of waste of the uaitised substanoes.

<

4 e




5. That Curtis R. Inman is designated as the Unit Operator in said
Unit Agreement, and u such is given authority under the terms thereof
to carry on all operations necessary for the development and o”r;ticn
of the unit area for oil anéd gas sudjeot 10 all appliocable laws and
regulations. 'n(u seid Unit Agreement provides for the drilling of an
1nitial test well to & depth sufficient to test the Devonian Formatien,
Wt that applioant is not odligated to 4rill said well, in any event, to
a depth in excess of 11,500 feet.

& That spplicant belicwas that in the avent 21l or gam in pavias

quantities 10 discovered on the lands within the unii area, that the
field or area ¢2n be develcoped more soonomically and efficiently under
the terms of said Unit Agrsement, to the end that the maximum rescovery
will be obiained of wnitised substances, and that said Unit igreement
is in the interest of somacrvation and prevention of waste as conten~
plased Wy the Bow Mexioo 01l Comservation Commission Statutes and
regulations.

7. Tat wpon an order deing eantered by the New Mexico Cil Comservation
Cemnission appreving 3aid Unit igresment, and after approval tw
W the Commissiomer of Pudlio Lamds of the Biate of Mew sexies, sud afiss
approval by the United States Japartment of Interior, an sparewed
will be filed with the Few Nexieo 0il Conservation Commission.
‘ WHEBEFORE, the undersigned applicant respecifully requests that a
m»mtbtmnmdmeathnnorot the apyzroval of
said Unit agreemant, and that upon said hearing, said Unit Agreement be
approved by the New Mexico 01l Comservation Commission as being in the
intevests of comservation aad the prevemtioa of iuto.

Dated Shis 15%h day of Oeteoder, 1962.

;

Respectifully sulmitsed,

et ag

Curtis R, Inman
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PORY QFFICE €OX 1631

o : DFFICE MU 2-9803
1108 PETROLEUM LIFE BUILDING

REBIODENCE MU 2-7017

DAN L. WARD

CansuLTINGg GECLDGIBT
MIDLAND, TEXAS

BEFORE EXAMINER NUTTER
CO{#SQRVAT!ON COMMISSION

2 EXHIBIT NO,
el alae W Tt o % 4 ey - A6 é.; :é

- m— aewes . wamw A e ~ s
UunNeLs, 7- 7.4 MAJUIJ LAOE 1IN P N\NKETE s

CARNERO X onNIT

INTRODUCTION

e sfollowing report is submitted in conJunction withA
a request for the formation of a working interest unit Jer
the purpose of drilling an 11,500' Devonian test to be located
tn Secttion 31, T-22-S, R-35-£, Bddy County, MNew Mextioo.

LOCATION

The proposed unit ts approximately 12 miles West-
Southwest of Carlabad, Mew Mextoco and the geographioc ocenter
of the unit i{s near the Southwest ocormer of T-22~5, R-25-&,

—Bidy County, New Mextsco., The orest of a prominent topographtoc
high., referred to as Carnere Feak on the USRS West Carlabad

.ucdrangle topographic map, ts one mile Bast of the eastern
limtts of the proposed unit,

The following desoribed acreage will be included within
the geographical consines of the proposed unit:

Township 22 South, Range 24 Bast
Sections 24, 25, and 36
Township 22 South, Range 25 Kaet
Secttons 19, 29, 30, 31,

and 82 '

Township 23 South, Range 24 Bast
Sections 1, 12, and 13
B/2 of Sectton 11

: B/2 oy Seotion 14

Tounship 23 South, Range 20 Bast
Sections 5, 6, 7, 8,
and 18

GEOLOY

STRUCTURE: The i{nterpreted struotural configuratton
as tndiocated on ithe enclosed map contoured on top of the _
Devonian shows the proposed unit to be located on a structural
anticline trending approximately MNorth-South. The prominent
Strusturz? fzature {2 indinated by submurface information
obtatined from wells whioh penetrated the Devontan fn the
tmmediate area of the proposed unit. Reconnaissence reflection
seismograph and gravity meter surveys alse indioate the
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-presence of a struoturcl antfeline. Clarnerc Pesk may alsc

bde¢ a topographio expreseion of a deep seated atruoture (n
the irmediate area.

Geophystical reconnaissance indicates the rossidility
of Pre-Pennaylvanian faulting in the wectorn portion of the
prospsot area. There {8 some evidenoce ¢/ raulting base? on
elgctrioal log correlattions and sudstantiated L. palecntvlogte
information.

STRATIGRAFHI': The Permian Syetem (s represented by
approximately S700! of sedimentary rook., The lithologtio untts
are formgtions (/ the Whiteshorse and Deiaware Mountain Froups
0y the Guadalupe Ser~iles, the Bore Springs formation cf the
Leonard Sertes, anv the Welfcamp formation of the Molfsamp
Sertes.

Me hr}nay}vantan System oonsists of approximately
2300' of seiimants repressnted by the Cleoc, Canyon, Strewn,
Atoka and Morrow Series. The Cisco and Tanycn Serfes acheist
predomtrately of organic !imestone often (onsidared to be
the resull of reering. e =trawn Series 13 predominately
bedded limestone with interbedded sandi ar~- s*ale, a~d is
Sreguently dolomitis and cherty fn the upraer szotfon, The
Atoka and Morrriu Sertes are ~haraotarized by (rterbdedded
sands, shales, - ! limegs, The sand Intsrvals of the Atoka
and Morrow Serias hawe been the objective for much gas
exploration tn tre laast ssveral yaare, anl are preductive withe
in flve miles Zast ind ¥est of the prorosed unit,

The Missiseipplan System oonaists os agpproximately
350! of oherty limestone of probable Meramec and Osage
Series ape. The Xinderhook Serts: 5 repri:zanted by approxr=
trately 50' of Woodford Shale.

™e Devontan System oconsists of approzimately 450' of
cherty dolomite.

PROSPECTIVE RESERVOIRS

Fotential reservoirs within the proposed unit have
been determined by correlation and svaluation of the eleotric
loge on nearby deep wells. The charwctertfstios of favoredle
reservolr dgziopment with regarde to porosity, gross {mrterval
snd net nau thinknass. eatimated productive acreg and recovery
Jaotor have been constliered (n Jdeterwmining Ttnhe prosspoiive
reservoirs to be agatfoipated within the propoeed untt.
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PERMIAN: The Bong Springs fomttggnto conetdered 0
¢

be prospectiva for ga® rodunotions TR ameriocan #1
Gundalupe aoothtlle Mhit, SW/4 SE/4 of seotton 20, T=22-3,
RedS=&, Jlowed 1&,000 CPOPD astar the {nterval fron 4408° to
600 "* deen treated with 4000 gallons of sand/
1s anttofpated that this seot fon would be sommarctally
produet foe 15 gnoountered <t @ higher struotural posttion.
PRE~PERMIAN! The pPennsylvenion and Devonrian are eon~-
sidared to De the primary obJeat ives eof the inttial teot to
be artlled or the preposed onit. The Pennsylvanifan sones

srom whioh gat rroductton 18 deing ebtained tn the oulsy 011

Correration 41 ‘rackberry #(11s Dhit, sw/4 SE/4 of Sectton
, T=33-3, nept-k, and the onelulu Ofl Corporation #1
NoXittrick Canyen mit, SV/4 MR/é oy Seotion 26, T-22-5
R25-E, shounll be ancountsred at a mach higher gtructurel
posttion on tho sraat of the antiolinal anomally within the
proposed uynft, ™Tiis struo advantege she ssoure ges
tion Srom these EONES. Sgrreral other gcnes within the
Pannsylvantan secttion hav® roaouered
an! may also ba :r.,*r\-inr't:'“’-z At hizher g+ ructural positions.
Drtllatem tasté anf the sonfan 15 s:11a in the ared of
the proposed anft hans not recoverel any shows o ofl er gas.
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R. ‘M. RICHARDSDN
OIL AND OAB LEASES — UNITIZATION
FEDERAL -~ S8TATE - FEE
P. O. BOX B19
ROSWELL, New Mexico

OFFIcE 505 &22-8801
Ootober 31, 1962 ‘4 ! . . REs.s08 622-798S

In Re: Case No. 2683,
Carnero Peak Unit Agreement
Eddy County, New Mexico.
Curtis R. Inman.

New Mexico 0il Conservation Commission
State Land Office Duilding ‘

Santa Fe, New Mexico
Attns Mr. Pete Porter

Dear Mr. Porter,
On October 16th, 1962, Mr. Curtis R. Inman filed application

for a hearing and approval of the Carnero Peak Unit Agreement, Eddy
County, New Mexico. At that time we filed only one copy of the
proposed Unit Agreement.

We are now attaching 2 additional complete copies, including
Exhibits "A" and "B".

The case, No. 2683, is on the docket for November 8, 1962

and we will see you at that time. If you should need any additional
information prior to that time, please let us know. Thank you.

P

-

R. M. Richardson

cot Curtis R. Inma,n



UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
CARNERO PEAK UNIT AREA
EDDY COUNTY, NEW MEXICO
NO,

THIS AGREEMENT, entered into as of the 19th day of October, 1962,
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 o0il and gas interests in the unit area subject 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
representatives to unite with each other, or jointly or separately with others,
in collectively adopting and operating a coopefa.tive or unit plan of development
or operation of any oil or gas pool, field, or like area, or any part thereof for

the purpose of more properly conserving the natural resources thereof when-

ever determined and certified by the Secretary of the Interior to be neicessary
or advisable in the public interest; and,

WHEREAS, the Commissioner of Public L.ands of the State of New Mexico
is authorized by an Act of the Legislature (Sec. 7-11-39 N. M. Statutes 1953
Annotated) to consent to or approve this agreement on behalf of the State of New
Mexico, insofar a’s‘( 1t covers and includes lands and mineral interests of the
State of New Mexico; and,

WHEREAS, the Oil Conservation Commission of the State of New Mexico
is authorized by an Act of ihe Legislature (Chapter 72, Law;. of 1935, as amended

by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, and Chapter 168,

Laws of 1949) to approve this agreement and the conservation provisions hereof;

and,




WHEREAS, the parties hereto hold sufficient interests in the Carnero

/ Peak Unit Area covering the land hereinafter described to give reasonably effec-
’ tive control of operations therein; and,

WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainable through develop-
ment and operation of the area subject to this agreement under vthe terms,
conditions and limitations he’rein set forth;

NOW, THEREFORE, in consideration of the ‘premises and the promisés.
herein contained, the parties hereto commit to this agreement their respective
interests in the below-defined unit area, and agree <severally among themselves

v
as follows:

1. ENABLING ACT AND REGULATIONS., The Mineral Leasing Act of
February 25, 1920, as amended, supra, and all valid pertinent regulations,
including operating and unit plan regulations, heretofore issued thereunder or
valid, pertinent, and reasonable regulatic;hs hereafter issued thereunder are
accepted and made a paft of this agreement as to Federal lands, prbvided such
regulations are not inconsistent with the terms of this agreement; and 25 to
State of New Mexico and privately owned lands,r the oil and gas operating regu-
lations in effect as of the effective date hereof governing drilling and producing
operations, not inconsistent with the terms hereof or the laws of the State of
New Mexico are hereby accepted and made a part of this agreement.

2. UNIT AREA. The area specified on the map attached hereto marked
Exhibit "A'" is hereby designated and recognized as constituting the unit area,
containing 12,151. 48 acres, more or less. |

Exhibit *A" shows, in addition to the boundary of the unit area, the boun-

daries and identity of tracts and leases in said area to the extent known to the

Unit Operator. Exhibit *B" attached hereto is a schedule showing io 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
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said schedule or map shall be—construed as a representation ‘by any party hereto .
as to the ownership of any interest other thaﬁ such interest or ir;terests as are
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 necessary, or when requested by the Oil and Gas Supervisor,
hereinafter referred to as ''Supervisor, ! or when requested by the Commissioner
of Public Lands of the State of Mew Mexica, hereinafter referred to as "State
Lé.nd Commissioner, ' and not less than seven copies of the revised exhibits
shall be filed with the Supervisor, and two {2) copies thereof shall be filed with
the State Land Commissioner and one (1) copy with the New Mexico (il Conser-
vation Commission, hereinafter referred to as ‘State Land Commission. "

The above-described unit area shall when practicable be expanded to in-
clude therein any additional tract or tracts x-‘egarded as reasonably necessary
cr advisable for the purposes of this agreement, or shall be contracted to ex-
clude lands not within anykpari:icipating area whenever such expansion or con-
traction is necessary or advisable to conform with the purposes of this agree-
ment. Such expansion or contraction shall be effected in the following manner:

(a) Unit Operator, on its own motion, or on demand of the Director 6f
the Geological Survey, hereinafter referred to as '"Director, ' or on demand of
the State Land Commissioner, after preliminary concurrence by the Director,
shall prepare a notice of proposed expansion or contraction describing the con-
templated changes in the boundaries of the unit area, the reasons therefor, and
the proposed effective date thereof, preferably the first day of a month subse-
quent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, the State Land
Commissioner and the State Land Consiniiasicn and coniea thereof mailed to the
last known address of each working interest owner, lessee, and 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 State Land Com-
missioner and the State Land Commission evidence of mailing of the notice of
expansion or contraction and a copy of any objections thereto which have been .~

filed with the Unit Operator, together with an application in sufficient number, I

for approval of such expansion or contraction and with appropriate joinders.

(d) After due consideration of all pertineni iniormation, the expansion
or contraction shall, upon approval by the director, the State Land Commissioner
and the State Land Commission, become eff_ectiire as of the date prescribed in
the notice thereof.

(e) All legal subdivisions of unitized lahds (i. e., 40 acres by Govern-
ment survey or its nearest lot or tract equivalent in instances of irregular

v

surveys, however, unusually large lots or tracts shall be considered in mul-
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tiples of 40 acres, or the nearest aliquot equivalent thereof, for the purpose of
elimination under this subsection), no parts of which are entitled to be in a ;
participating area within five years after the first day of the month following

‘the effective date of the first initial participating area established under this unit
agreement, shall be eliminated automatically irom this agreement, effective as
of the first day thereafter, and such lands shall no longer be a part of the unit
area and shall no longer be subject to this agreement, unless at the expiration
of said five-year period diligent drilling operations are in progress on unitized
lands not entitled to participation, in which event all such lands shall remain
subject hereto for so long as sucl,_‘x‘ drilling operations are continued diligently,
with not more than 90 days time elapsing between the completion of one such
well and the commencement of the next such well, except that the tin.le allowed
between such wells shall not expire earlier than 30 days after the expiration of
any period of time during which drilling operations are prevented by a matter
beyond the reasonable control of unit operator as set forth in the section hereof

entitled "Unavoidable Delay;" provided that all legal subdivisions of lands not in
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a participating area and not entitled to become participating under the applicable
provx;sions of this agreement within ten years after said first day pf the month
following the effective date of said first initial participating area shall be elimi-
nated as above speciffieid. Determination of creditable "Unavoidable Delay" time
shall be made by Unit Operator aﬂd subject to approval of the Director and the
State Land Commissioner. The unit operator shall, within 90 days after the
effective date of any elimination hereunder, describe the area so eliminated to
the satisfaction of the Director and promptly notify all parties in interest,

If conditions warrant extension of the ten-—yearvperiod specified in this
sub-section 2 (e), a single extension of not to exceed two years may be accom- }
plished by consent of the owners of 90 per cent of the current unitized working
interests and 60 per cent of the current unitized basic royalty interests (exclu-
sive of the basic royalty interests of the‘United States), on a total nonpartici-
pating~acreage basis, respectively, with afipro"val of the Director, and the State
Land Commissioner provided such extension application is submitted to the
Director and to the State Land Commissioner not later than 60 days prior to the
expiration of said ten-year period.

Any expansion of the unit area pursuant to this section which embraces
lands theretofore eliminated pursuant to this sub-section 2 (e) shall not be con-
sidered automatic .commitment or recox‘nmitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed

to this agreerment 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 ag;gement and herein
are called "uxﬁtized substances."

4. UNIT OPERATOR. Curtis R, In;ﬁan is?xereby designated as Unit
Operator and by signaiusc ‘hc::t:-;‘ oz Unit Onerator agrees and consents to accept
the duties and o!;ligations of Unit Operator for discovery, development and
production of unitized substances >as herein provided. Whenever 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 unitized substances, and the
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term "working interest owner" when used herein shall include or refer to Unit
Operator as the owner of a working interest when such an interest is owned by
it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR., Unit Operator
shall have the right to resign at any time prior to the establishment of a partici-
pating area or areas hereunder, but such resignation shall not l:;ecome effective
50 as to release Unit Operator from the duties and obligations of Unit Opera-
tor and terminate Unit Opefator's rights as such for a period of six months after
notice’ of intention to resign has been served by Unit Operator on all working in-
terest owners and thé Director, the State Land Commissionex; and State l.and
Commission and until all wells then drilled hereunder are placed in a satisfactory
condition for suspension or abandonment whichever is required by the Supervisor
as to Federal lands and the State Land Commission as to State and privately
owned lands unlese a new Unit Operator shall have been selected and approved
and shall have taken over and assumed the duties and obligations of Unit Opera-
tor 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 a participating area estab-
lished hereunder is in existence, but, in all instances of resignation or removal,
until a successor Unit Operator is selected and approved as hereinafter‘ provided,
the working interest owners shall be jointly responsible for performance of the
duties of Unit Operator, and shall not later than 30 days before such resignation
or removal becomes effective appoint a common agent to represent them in any
action to be taken hereunder.

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

The Unit Operator may, upon default or failure in the performance of its

duties or obligations hereunder, be subject to removal by the same percentage
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vote of the owners of working interests determined in like manner as herein
provided for the selection of a new Unit Operator. Such removal shall be effec-
tive upon notice thereof to the Director and the State Land Commissioner.

The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title, or interest as t“he owner of a wbrking interest or

other interest in unitized substances, but upon the resignation or removal of Unit

Operator becoming effective, such Unit Operator shall deliver possession of all

T

equipment, materials, and appurtenances used in conducting the unit operations

N IR NI D

and owned by the working interest owners to the new duly qualified successor

Unit Operator or to the owners thereof if no such new Unit Operator is elected,

to be used for the purpose of conducting unit operaiions hereunder. Nothing t
herein shall be construed as authorizing removal of any material, equipment i
and appurtenances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall

tender his or its resignation as Unit Operator, or shall be removed as herein-

above provided, or a change of unit operator is negaotiated by working interest
owners, the owners of the wofking interests in the participating area or areas
according to their respective acreage interests in such participating area or
areas, or until a participating area shall have been established, the owners of
‘the working interests according to their respective acreage interests in alli
unitized land, shall by majority vote select a successor Unit Operator; provided
that, if a.majority but less than 75 per cent of the wo’rking interests qualified to »
vote are owned by one party to this agreement, a concurring vote of one or more
additional working interest owners shall be req\;l_ired to select a new operator.
Such selection shall not become effective until:

{a) a Unit Operator so selected shall accept in writing the duties and
responsibilitier of Unit Operator, and

{L) the selection shall have been filed with the Supervisor and approved

by the State L.and Commaissioner. If no successor Unit Operator is selected and
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qualified as herein provided, the Director and State Land Commissioner at their
election may declare this Unit Agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT.
If the Unit Operator is not the sole owner of working interests, costs and ex-
penses incurred by Unit Operator in conducting unit operations hereunder shall
be paid and apportioned among and borne by the owners of working interests, all
in accordance with the agreement or agreements entered into by and Between the
Unit Operator and the owners of working interests, whether one or more, sepa-

rz@tely or collectively. Any agreement or agreements entered into between the

working interest owners and the Unit Operator as provided in this section, whether -

one or more, are herein referred to as the "unit operating agregment. " Such
unit operating agreement shall also pfovide the manner in whichﬂthe working in-
terest owners shall be entitled to receive their respective proportionate and
allocated share of the benefits accruing hereto in cbnformity with their under-
lying operating agreements, leasgs, or other independent contracts, and such
other rights and obligations as between Unit Operator and the working interest
owners as may be ag:eed upon by Unit Operator and the wdrking interest owﬁers;
however, no such unit operating agreement shall be deemed either to modify any
of the terms and conditions of this unit agreement or to relieve the Unit Operator
of any right or obligation established under this unit agreement, and in case of
any inconsistency or conflict between the unit agreement and the unit operating
agreement, this unit agreement shall prevail. Three (3) true copies of any unit
operating agreement executed pursuant to this section should be filed with the
Supervisor and one (1) true copy with the State Land Commissioner, prior to
approval of this unit agreement by the Director.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR., Except as
otherwise specifically provided herein, the exclusive right, privilege, and duty
of exercising any and all rights of the parties hereto which are necesséry‘ or

convenient for prospecting for, producing, storing, aliocating, and distributing

-8-




the unitized substances are hereby delegated to and shall be exercised by the
Unit Operator as herein provided. Acceptable evidence of title to said rights
shall be deposited with said Unit Operator and, together with this agreement,
shall’ constitute and define the rights, privileges, and obligations of Unit Opera-
tor. Nothing herein, however, shall be construed to transfer title to /any land
or to any lease or operating agreement, it being understood that under this
agreement the Uﬁit Operator, in its capacity as Unit Operator, shall exercisé
the ;ightg of posrses.sion> and use vested in the parties hereto only for the pur-
poses herein spetified.

9. DRILLING TO DISCOVERY. Within six months after the effective
date hereof, the Unit Operator shall begin to drill an adequate test well at a
location é.pproved by the Supervisor if on Federal land or by the State Land Com-~
missioner if on State land, or by the State Land Commission if §n privately
owned land, unless on such effective date a well is being drilled conformably
with the terms hereof, and thereafter continue such driiling diligently until
formations of Devonian age have been tested or until at a lesser depth unitized
substances shall be discové-red which can be ﬁroduced in paying quantities
(to-wit: quantit‘ies sufficient to repay the costs of drilling and producing opera-
tions, w?th a reasonable profit) or the Unit Operator shall at any timg establish
to the satisfaction-of the Supervisor if on Federal land, or ‘he ét;-).te Land Com-
missioner if on State land, or of the State Land Commission if on privately owned
land, that further drilling of said well would be unwarranted or impracticable;

provided however, that Unit Operator shall not in any event be required to drill

said well to a depth inexcess of 11, 500 feet. Until the discoveryofa deposit of

unitized substances capable of being produced in paying quantities, the Unit Operator

shall continue drilling diligently one well at a time, allowing not more than six
months between the completion of one well and the beginning of the nexi well,

until a well capable of producing unitized substances in pPaying quantities is

» completed to the satisfaction of said Supervisor if it be on Federal land or of
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the State Land Commissioner if on State land or the State Land Commission if
on privately owned land or until it is reasonably proved that the unitized land is
incapable of producing unitized substances in paying quantities in the fermations
drilled hereunder. Nothing in this section shall be deemed to limit the right of
the Unit rOperator to resign as provided in Section 5 hereof, or as requiring Unit

Operator to commence or continue any drilling during the period pending such

‘resignation becoming effective in order to comply with the requirements of this

section. The Director and State Land Commissioner may modify the(ririlling
requirements of this section by granting reasonable extensions of time when, in
their epinion, such action is warranted.

Upon failure to comply with the drilling provisions of this section, the
Director and State Land Commissioner may, after reasonable notice to the Unit
Operator, and each working interest owner, lessee, and lessor ‘at their last
known addresses, declare this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION, Vbii‘thin
six months after completion of a well capable of producing unitized substances
in paying quantities, the Unit Operator shall submit for the approval of the Super-
visor and the State Land Commissioner an acceptable plan of development and
operation for the unitized land which, when approved by the Supervisor and the
State Land Commissioner, shall constitute the further drilling and operating
obligations of the Unit Operator under this agreement for the period specified
therein. Thereafter, from time to time before the expiration of any existing
plan, the Unit Operator shall submit for the approval of the Supervisor and the
State Land Commissioner a plan for an additional specified period for the dev-
elopment and operation of the unitized land. Any plan submitted pursuant to
this section shall provide for the exploration of the unitized area and for the
diligent drilling necessary for determination of the area or areas thereof capa-
ble of producing unitized substances in paying quantities in each and every pro-

ductive formation and shall be as complete and adequate as the Supervisor and

-10-




GV T p e S

RSN L AN I AR W U Ry

the State Land Commissioner may determine to be necessary for timely develop-
ment and proper conservation of the oil and gas resources of the uﬁitized area
and shall:

(a) specify the number and l-ocation of any wells to be drilled and the
proposed order and time for such drilling; and,

(b) to the extent practicable specify the operating practices regarded as
necessary and advisable ior the proper conservatiion of naiural resources. Sepa-
rate plans may be submitted for separate productive zones, subject to the
approval of the Supervisor and the State Land Commissioner. Said plan or plans
shall be modified or supplemented when necessary to meet changed conditions
or to protect the interests of all parties to this agreement. Reasonable diligence

shall be exercised in complying with the obligations of the approved plan of dev-

elopment. The Supervisor and State L.and Commissioner are authorized to grant
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a reasonable extension of the six-month period herein prescribeci for submission
of an initial plan of development where such action is justified because of unusual
conditions or circumstances. After completion hereunder of a well capable of
producing any unitized substance in paying quantities, no further wells, except
such as may be necessary to afford protection against operations not under this
aéreement or sﬁch as may be specifically approved by the Supervisor and the
State Land Commissioner shall be drilled except in acc;ordance with a plan of
development approved as ﬁerei’n provided.

11. PARTICIPATION AFTER DISCOVERY., Upnn completion of a well
capable of producing unitized substances in paying quantities, or ais soon there-
after as required by the Supervisor or the State Land Commissioner the Unit
Operator shall submit for approval by the Director and the State Land Com-
missioner a schedule, based on subdivisions of the public land survey or ali-
qudf parts thereof of all unitized land then regarded as reasonably proved to
be productive of unitized substances in paying quantities; all lands in said sched-

ule on approval of the Director and the State Land Commissioner to constitute a

-11-




. participating area, e_f,f,ective ae cf the date of completion of such well or the
effective date of the unit agreement, whichever is later. The acreages of both
Federal and non-Federal lands shall be based upon appropriate computations

- from the courses and distances shown on the last approved public land survey

j as of the effective date of the initial participating area. Said schedule also shall

set forth the percentage of unitized substances to be allocated as herein provided

to each unitized tract in the participating area so established, and shall govern
the allocation of production from and after the date the participating area be-
comes e}fective‘. A separate participating area shall be established in like
manner for each separate pool or deposit of unitized substances or for any group
thereof produced as a single pool or zone, and any two or more participating
areas so established may be combined into one with the consent of the owners

of all working interests in the lands withix; the participating areas so to be com-
bined, on approval of the Director and the State Land Commissioner. The parti-
cipating area or areas so established shall be revised from time to time, sub-

i ject to like approval, whenever such action appears proper as a result of further
drilling operations or otherwise, fo include additional land then regarded as.

reasonably proved to be productive in paying quantities, or to exclude land then

regarded as reasonably proved not to be productive in paying quantities and the
per;:entage of allocation shall also be revised accordingly. The effective date
of any revision shall be the first of the month in which is obtained the knowledge
or information on which such revision is predicated, provided, however, that a
more appropriate effective da_te may be used if justified by the Unit Operator and
approved by the Director and the State Land Commissionér. No land shall be
excluded from a participating area on account of depletion of the unitized sub-
stances.

It is the intent of this section that a participating area shall represent

the area known or reasonably estimated to be productive in paying quantities;

but, regardless of any revision of the participating area, nothing herein contained

-12-
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shall be construed as requiring any retroactive adjustment for production ob-

tained prior to the effecfive date of the revision of the participating area.

In the absence of agreement at any time between the Unit Operator and
the Director and the State Land Commissioner as to the proper definition or
redefinition of a participating area, or until a participating area has, or areas
bave, been established as provided herein, the portion of all payments affected
thereby may be impounded in 2 manner mutually acceptable to the owners of
working interests, except royalties due the United States and the State of New
Mexico, which shall be determined by the Supervisor for Federal lands and the
State L.and Commissioner for State lands and the State Land Commission as to

privately owned lands and the amount thereof deposited, as directed by the Super-

visor and the State Land Commissioner respectively, to be held as unearned

money until a participating area is finally approved and then applied as eaz;ned
or returned in accordance with a determination of the sum due as Féderal and
State royalty on the basis of such approved participating area.

Whenever it is determined, subject to the approval of the Supervisor, as
to wells drilled on Federal land and of< the State Land Commissioner as to wells
drilled on State land and the State Land Commission as to wells on privately
owned lands, that a well drilled under this agreement is not capable of produc-
tion in paying quantities and inclusion of the land on which it is situated in a
participating area is unwarranted, production from such well shall, for the pui'-
poses of settlement among all parties other than working interest owners, be
allocated to the land on which the well is located so long as such land is not
within a participating area established for the pool or deposit from which such
production is obtained. Settlement for quking interest benefits from such a well
shall be made as provided in the unit operating agreement.

\ ON. Aill unitized substances produced
from cach participating area established under this agreement, except any part

thereof used in conformity with good operating practices within the unitized area
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for drilling, operating, camp and other production or development purposes, for
repressuring or recycling in accordance with a plan of development approved by
the Supervisor, and State Land Commaissioner and the State Land Commission,
or unavoidably lost, shall be deemed to be produced équally on an acreage basis
from the several tracts of unitized land of the participating area established for
such production and, for the purpose of determining any benefits accruing under
this agreement, each such tract of unitized land shall have allocated to it such
percentage of said production as the number of acres of such tract included in
said participating area bears to the total acres of unitized land in said partici-
pating area, except that allocation of production hereunder for purposes other
than for settlement of the royalty, overriding royalty, or payment out of pro-
duction obligations of the respective working interest owners, shall be on the
basis prescribed 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 substances from a participating area shall be allocated
as provided herein regardless of Whef;her any wells are drilled on any particular i
part or tract of said participating area. If any gas produced from one partici-
pating area is used for repreésuring or recycling purposes in another partici-
pa.ting 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 shall be allocated to the participating area from which
initially produced as constituted at the time of such final production.

13. DE@LOPMENT OR OPERATION OF NON- PARTICIPATiNG LAND
OR FORMATIONS., Any party or parties hereto owning or controlling the work-
ing interests in any unitized land having thereon a regular well location may
with the approval of the Supervisor as to Federai-iand, the Staie Land Commis~ -
sioner as to State land, and the State Land Commission as to privately owned

land, and subject to the provisions of the Unit Operating Agreement, at such
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party's or parties' sole risk, costs, and expense drill a well at such location

on such land to test any formation for which a participating area has not been
established or to test any formation for which a participating area has been
established if such location is not within said participating area, unless within
90 days of receipt of notice from said party of his intention to /drill the well the
Unit Operator elects and commences to drill such a well in like manner as other

wells are drilled by the Unit Operator under this agreement.

If any well drilled as aforesaid by a workii
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production such that the land upon which it is situated may properly be included

in a participating area, such participating area shall be established or enlarged

as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit opera-
ing agreement.
If any well drilled as aforesaid by a working interest owner obtains pro- :
duction in quantities insufficient to justify the inclusion in a participating area
of the land upon which such well is situated, such well may be. operated and
produced by the party drilliné the same subject to the conservation requirement
of this agreement. The royalties in amount or value of production from any
such well shall be paid as specified in the underlying lease and agreements
affected.
14. ROYALTY SETTLEMENT. The United States and the State of New
Mexic. and all rbyalty owners who, under existing contract, are entitled to take
in kind a share of the substances now unitized hereunder produced from any tract,
shall hereafter be entitled to the right to take in kind their share of the unitized
substances allocated to suvch tract, and Unit Operator, or in case of the operation
of a well by a working interest owner as herein in special cases provided for,
such working‘intérest owner, shall make deliveries of such royalty share taken
in conformity with the applicable contracts, laws and regulations. Settlement

for royalty interest not taken in kind shall be made by working interest owners
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with the operating regulations as though each participaiing aica wWcre 2 gin

responsible therefor under existing contracts, laws and regulations on or before
the last day of each month for unitized substances produced during the preceding
calendar month; provided, however, that nothing herein contained shall operate
to relieve the lesses of any land from their respective lease obligations for the
payment of any royalties due under their leases.

1f gas obtained from lands not subject to this agvreement is introduced
into any participating area hereunder, for use in repressuring, stimulation of
production, or increasing uliimatc recovery. which shall be in conformity with
a plan first approved by the Supervisor, the State Land Commissioner, and the
Staté Land Commission, a like amount of gas, after settlement as herein pro-
vided for any gas transferred from any other participating area and with due
allowance for loss or depleticn from any cause, may be withdrawn from the
formation into which the gas was introduced, royalty free as to dry gas, but
not as to the products extracted therefrom; provided that such withdrawal shall
be at such time as may be provided in the plan of operations or as may other-
wise be consented to by the Supervisor, the State Land Commissioner and the
State Land Commission as confornﬁng to good petroleum engineering practice;
and provided further, that such right of withd;awal shall terminate on the
termination of this unit agreement.

Royalty due the United States shall be computed as provided in the
operating regulations and paid in value or delivered in kind as to all unitized
substances on the basis of the amounts thereof alloca_ted to unitized Federal
iand as provided herein at the rates specified in the respective Federal leases,
or at such lower rate or rates as may be authorized by law or regulations;
provi_ded, that for leases on which the royalty rate depends on the diily average

production per well, said average production shall be determined in accordance

consolidated lease.
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Royalty due on account of State of New Mexico and privately owned lands
shall be computed and paid on the basis of all unitized substances allocated to
such lands.

15, RENTAL SETTLEMENT, Rental or minimum royalties due on
leases committed hereto shall be paid by working interest owners responsible
therefor under existing contracts, laws, and regulations, provided that nothing
herein contained shall operate to relieve the lesses of any land from their res-
pective leasc obligations for the payment of any rental or minimum royalty in
lieu thereof due under their leases. Rental or minimum royalty for lands of
the United States subject to this'agreement shall be paid at the rate specified
in the respective leases from the United States unless such rental or minimum
royalty is waived, suspended, or reduced by law or by approval of the Secretary
or his duly authorized representative.

Rentals on State of New Mexico lands subject to this agreement shall be
paid at the rates speqified in the respective le_z_ises.

With respect to any lease on non-Federal land containing provisions
which would terminate such lease unless drilling operations were within the
time therein specified commenced upon the land covered thereby or rentals

paid for the privilege of deferring such drilling operations, the rentals required

thereby shall, notwithstanding any other provision of this agreement, be deemed )

to accrue and become payable during the term thereof as extended by this agree-
ment aﬁd until the required drilling operations are commenced upon the la;nd
covered thereby or some portion of such land is included within a participating
area.

16. CONSERVATION, Operations hereunder and production of unitized
substances shall bé conducted to provide for the most economical and efficient
recovery of said subs’tar;cés without waste, as defined by or pursuant to State or

Federal law or regulation.

-17-
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17. DRAINAGE., The Unit Operator shall take appropriate and adequate
measures to prevent drainage of unitized substances from unitized land by wells
on land not subject to this agreement, or, with prior consent of the Director and
the State Land Commissione;, pursuant to applicable regulations pay a fair and
reasonable compensatory royalty as determined by the Supervisor for Federal
lands or as approved by the State Land Commissioner for New Mexico State lands.

18. LEASES AND CONTRACTS CONFORMED ANb EXTENDED, The
terms, conditions and provisions of all leases, subleases and other contracts
relating to exploration, drilling, developmeﬁt or operations for oil or gas on
lands committed to this agreement are hereby expressly modifie;l and ahended
to the extent'necessary to make the same conform to the provisions hereof, but
otherwise to remain in full force and effect; and the parties hereto hereby con-
sent that the Secretary as to Federal leases and the State Land Commissioner
as to State leases shall and each by his approval hereof, or by the approval hereof
by his duly authorized rep';'esentative, does hereby establish. alter, change or
revcke the drilling, producing, rental, minimum royalty and royalty re-quire-
ments of F/éderal and State leases committed hereto and the regulations in
respect thereto to conform said requirements to the provisions of this agree-
ment and, without limiting the generality of the foregoing, all leases, subleases,
and contracts are particularly modified in accordance with the following:

(a) The development and operation of lands subject to this agreement
under the terms hereof shall be deemed full performance of all obligations
for development and operation with respect to each and every part of sepa-
rately owned tract subject to this agreement, regbardless of whether there
is any development of any particular part or tract of the unit area, notwith-
stancing anything to the contrary in any lo;ease, operating agreement or other
contract by and between the parties hereto, or their respective predecessors

in interest, or any of them.
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{b) Drilling and produc'ing operations performed hereunder upon any
tract of unitized lands will be accepted and deemed to be performed upon
and for the benefit of each and every tract of unitized land, and no lease
shall be deemed to expire by reason of failure to drill or produce wells
situated on the land therein embraced.

{c) Suspension of drilling or producing operations on all unitized lands
pursuant to direction or consent of the Secretary and the State Land Com-

missioner, or their duly authorized representative, shall be deemed to

constitute such suspension pursuant to such direction or consent as to each
and every tract of unitized land.

(d) Each lease, sublease or contract relating to the exploration, drill-
ing, development or operation for oil or gas of lands, other than those of /A
the United States and State of New Mexico, committed to this agreement,

which, by its terms might expire prior to the termination of this agree-

i
:
H
H

ment, is hereby extended bgyond any such term so provided therein so that L
it shall be continued in full force and effect for and during the term of this
agreement.

(e} Any Federal lease for a fixed term of twenty (20) years or any re-~
newal thereof or any part of such lease which is made.subject to this agree-

ment shall continue in force beyond the term provided therein until the termi-

nation hereof. Any other Federal lease committed hereto shall continue

in force beyond tke term so provided therein or by law as to the land com-

mitted so long as such lease remains subject hereto, provided that production
| is had in paying quantities under this unit agreement prior to the expiration
date of the term of such lease, or in the event actual drilling operations are

commenced on unitized land, in accordance with the provisions of this

beiiig diligently prosecuted at that time, such lease shall be extended for

two years and so long thereafter as oil or gas is produced in paying quantities

in accordance with the provisions of the Mineral Leasing Act Revision of 1960.

AT R A
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‘(f) Each sublease or contract relating to the operation and devélopment
of unitized substances from lands of the United States committed to this
agreement, which by its tex*ms would expire prior to the time at which the
underlying lease, as extended by the immedi;tely preceding paragraph, will
expire, is hereby extended beyond any such term so provided therein so that
it shall be continued in full force and effect for and during the term of the
underlying lease as such term is herein extended.

(g) Any lease embracing lands of the State of New Mexico which is made
subject to this agreement, shall continue in force beyond the term provided
therein as to the lahds committed hereto until the termination hereof.

(h) The segregation of any Federal lease committed to this agreement
is governed by the following piovision in the fourth paragraph of Sec. 17 (j)
>of the Mineral Leasing Act, as amended by the Act of September 2, 1960
(74 Stat. 781-784): "Any (Federal) lease heretofore or hereafter committed
to any such (unit) plan embracing lands that are in part within and in part out-
side of the area covered by any such plan shall be segregated into separate
leases as to the land committed and the lands not committed as of the effec-

H
i

tive date of unitization: Provided, however, that any such lease as to the

nonunitized portion shall continue in force 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 is produced in paying quantities. "

(i) Any lease embracing 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 the portion not committed, and the provisions of such lease
shall apply separately to such segregated portions commencing as of the
effective date hereof; provided, however, notwithstanding any of the pro-
visions of this agreement to the contrary, any lease embracing lands of the
State of New Mexico having only a portion of its lands committed heretio

shall continue in full force and effect beyond the term provided therein as
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to all lands embraced in such lease, if oil or gas is discovered and is
capable of being produced in paying quantities from some part of the iands
embraced in such lease at the expiration of the secondary term of such
lease; or if, at the expiration of the secondary term, the Lessee or the
Unit Operator is then éngaged in bona fide drilling or reworking operations
on some part of the lands embraced in such lease, the same, as to all
lands embraced therein, shall remain in full force and effect so long' as
such operations are being diligently prosecuted, and if they result in the
production of oil or gas, said lease shall continue in full for;:e and effect
as to all of the lands embraced therein, so long thereafter as oil or gas in
paying quantities is being produced from any portion of said lands.

19. COVENANTS RUN WITH LAND., The covenants herein shall be
construed to be covenants running with the land with respect to the interest of '
the parties hereto and their successors in interest until this agreement termi-
nates, and any grant, transfer or conveyan(;e of interest in land or leases
subject hereto shall be and hereby is conditioned upon the assumption of all
privileges and obligations hereunder by the grantee, transferee or other suc-
cessor in interest. No assignment or transfer of any working interest, royalty
or other interest subject 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 instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become
effective upon approval by the Secretary and the State Land Commissioner or
their duly authorized representatives as of the date of approval by the Director
and shall terminate five (5) years from said effective date unless:

(a) such date of expiration is extended by the Director and the State

Land Commissioner, or
{b) it is reasonably determined prior to the expiration of the fixed

term or any extension thereof that the unitized land is incapable of
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production of unitized srubstances in paying quantities in the formations
tested hereunder and after notice of intention to terminate thé 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 Director and State Land Commissioner, or
(c) a valuable discovery of unitized substances has been made or ac-
cepted on unitized land during said initial term or any extension therecf, in
which event the agreement shall remain in effect for such term and s0 iong
as unitized substances can be produced in quantities sufficient to pay for the
cost of producing same from wells on unitized land within any participating
area established hereunder and, should production cease, so long there-
after as diligent operations are in progress for the restoration of production
or di.stt;very of new production and so long thereafter as the unitized sub-r
stances so discovered can be produced as aforesaid, or
(d) it is terminated as heretofore providgd in this agreement. This
agreement may be terminated at any time by not less than 75 per centum,
on an acreage basis, of the owners ofvworkihg interests signatory hereto,
with tl;é apureval of the Director an& State Land Commissioner; notice of
any such approval to be given by the Unit Operator to all parties hereto.
2l. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION.
The Director is hereby vested with authority to alter or modify from time tv
time in his discretion the quantity and rate of production under this agreement
when such quantity and rate is not fixed pursuant to Federal or State law or does
not conform to any state-wide voluntary conservation 6r allocation program which
is established, recognized and generally adhered to by the majority of operators
in such State, such authority being hereby limited to alteration or modific#tion
in the public interest, the purpose thereof and the public interest to be served
thereby to be statgd in the order of alteration or modificaiion. Without regard

to the foregoing, the Director is also hereby vested with authority to alter or
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modify frém time to time at his discretion the rate of prospecting and develop-
ment and the quantity and rate of production under this agreement when such
alteration or modification is in the interest of attaining the conservation objec-
tives stated in this agréement and is not in violation of any applicable Federal
or State law.

Powers in this section vested in the Director shall only be exercised

after notice to Unit Operator and opporiunity for hearing to be held not less than

fifteen (15) days from notice. -

22. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the
working interest owners nor any of them shall be subject to any forfeiture,
termination or expiration of any rights hereunder or under any leases or
contractis subject hereto, or to any penalty or liability on account of delay of
failure in whole or in part to comply with any applicable provision thereof to
the extent that the Unit Oper;.for, working interest owners or any of them are
hindered, delayed or prevented from complying therewith By reason of failure
of the Unit Operator to obtain in the exercise of due diligence, the concurrence
of proper representatives of the United States and proper representatives of the
State of New Mexico in and about any matters or thing concerning which it is
required hereinrthat such concurrence be obtained. The parties hereto, in-
;:luding the State Land Commission, agree that all powers and authority vested
in the State Land Commission in and by any provisions of this agreement are
vested in the State Land Commission and shall be exercised by it pursuant to
the .provisions of the laws of the State of New Mexico and subject in any‘case to
appeal or judicial review as may now or hereafter be provided by the laws of the
State of New Mexico.

23. >APPEARANCES. ﬁnit Operator shall, after notice to cther parties
affected, have the right to appear for and on behalf of any and all interests
affected hereby before the Department of the Interior, the Commissioner of

Pyblic L.ands of the State of New Mexico and the New Mexico Oil Conservation
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Commission and to appeal from orders issued under the regulations of said
Department, the State Land Commissioner or State Land Commission or to
apply for relief from any of said regulations or in any proceedings relative to
operations before the Department of the Interior, the State Land Comm’issione;-
or State Land Commission or any other legally constituted éuthority; provided,

however, that any other interested party shall also have the right at his own

: expense to be heard in any such proceeding.

24. NOTICES. All notices, demands or statements required hereunder
to be given or rendered to the parties hereto shall be deemed fully given if given
in writing and personally delivered to the party or sent by postpaid registered
mail, addressed to such party or parties at their respective addresses set forth
in connection with the signatures hereto or to the ratification or consent hereof

“or to such other address as any such party may have furnished in writing to the

party sending the notice, demand or statement.

K

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this ‘agreement
contained shall be construed as a waiver by any party hereto of the right to
assert any legél or constitutional 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 reguiations issued thereunder in any way affecting such pafty, or as
a waiver by any such party of any right beyond his or its authority to waive.

26. UNAVOIDABLE DELAY. All obligations under this agreement
requiring the Unit Operator to ’commence or continue drilling or to opéra.te
on or produce unitized substances from any of the lands covered by this agree-
ment shall be suspended while, but only so long as, the Unit Opefator despite
the exercise of due care and diligence is prevented from complying with such
obligations, in whoie or in part, by strikes, acts of God, Federal, State or

municipal law or agencies, unavoidable accidents, uncontrollable delays in trans-

portation, inability to obtain necessary materials in open market, or other matters
i beyond the reasonable control of the Unit Operator whether similar to matters

herein enumerated or not.
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27. NONDISCRIMINATION, In connection with the performance of
work under this agreement, the operator agrees to comply with all of the pro-
visions of Section 301 (1) to (7) inclusive, of ExecutiAve Order 10925 (26 F, R.
1977), which are hereby incorporated by reference in this agreement.

28. LOSS OF TITLE. In the event title to any tract of unitized
land shall fail and the true owner cannot be induced to join in this unit agree-
ment, | suc;h tract shall be automatically regarded as not committed hereto and
there shall be such readjustment of future costs and benefits as may be required
on account of the loss of such title. In the event of a dispute as to title as
to any royalty; working interest or other interests subject thereto, payment or
deli\.rery on account thereof may be withheld without liability for interest until
the dispute is finally settled; provided, that, as to Federal and State land or i
leases, no payments of funds ciue the United States ér the State of New Mexico :
should be withheld, but such funds of the United States shall be deposited as 3
directed by the Supervisor, and such funds of the State of New Mexico shall be ;
deposited as directed by the State Land Commaissioner, to be held as unearned
money pending final settlement of the title dispute, and then applied as earned
or returned in accordance with such final settlement.

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

29. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of

any substantial interest in a tract within the unit area fails or refuses to sub-

scribe or consent to this agreement, the owner of the working interest in that

tract may withdraw said tract from this agreement by written notice to the

Director, the State Land Commissioner, and the Urnit Operator prior to the

ahbproval of this agreement by the Director. Any oil or gas interests in lands
within the unit area not committed hereto prior to submission of this agreement
for final approval may thereafter be committed hereto by the owner or owners

thereof subscribing or consenting to this agreement, and, if the interest is a
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wbrking interest, by the owner of such interest also subscribing to the unit
operating agreement. After operations are commenced hereunder, the right
of subsequent joinde:i-/, as provided in this section, by a working interest owner
is subject to such requirements or appro;rals, if any, pertaining to such joinder,
as may be provided for in the unit opera-ting agreement, After ﬁnai approval
hereof, joinder by a non-working interest owner must be consented to in writing
by the working interest owner committed hereto and responsible for the pay;
ment of any benefits that may accrue hereunder in behalf of such non-working
interest. Joinder by any owner of a non-working interest, at any time, must
be accompanied by Aappropria.te joinder by the owner of the corresponding work-
ing interest in order for the interest to be regafded as committed hereto. Join-
der to the unit agreement by a working interest owner, at anywtime, must be
accompanied by appropriate joinder to the unit operating agreement, if more
than one committed working interest owner is involved, in order for the interest
to be regarded as committed to this unit agreement. Except as inay otherwise
herein be provided, subsequent joinders to this agreement shall be effective as
of the first day of the month following the filing with the Supervisor, the State
Land Cornmissioner and the State Land Commission of duly executed counter-
parts of all or any papers necessary to establish effective commitment of any
tract to this agreement unless objection to such joinder ié duly made within
sixty (60) days by the Director, State Land Commissioner or the State Land
Commission.

30. COUNTERPARTS. This agreement may be executed in any number
of counterparts, no one of whicﬁ 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 those parties who have executed such a
counterpart, ratification or consent hereto with the same force and effect as

if all such parties had signed the same document and regardless of whether
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or not it is executed by all other parties owning or claiming an interest in

the lands within the above-described unit area.

IN WITNESS WHEREOF, the parties hereto have caused this agreement

to be executed and set opposite their respective names the date of execution.

Date:

ATTEST:

Date:

ATTEST:

Date:

- ATTEST:

Date:

ATTEST:

Date:

ATTEST:

Date:

=27~

CURTIS R. INMAN

‘MURIEL HENDERSON INMAN

GULF OIL CORPORATION

By:
Its

NORTHERN NATURAL GAS PRODUCING
COMPANY

By:
Its

PHILLIPS PETROLEUM COMPANY

By:
Its

SINCLAIR OIL & GAS COMPANY

By:
Its

REDFERN DEVELOPMENT CORP,

By:
Its
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Date:

ATTEST:

ATTEST:

Date:

ATTEST:

PDate:

ATTEST:

Date:

ATTEST:

Date:

ATTEST:

Date:

ATTEST:

By:

Date:

Date:

MARATHON OIL COMPANY

By:
Its

Moism O1L. COMPANY

By:

Its

PURE OIL COMPANY

Its

TEXACO, INCORPORATED

By:
Its

HUMBLE OIL & REFINING COMPANY

B&:
Its

AMERADA PETROLEUM CORP.

By:
Its

UNION OIL COMPA NY OF CALIFORNI?

Its

WALTER H. WALNE

wWALNE




WILLIAM F. SCHWENN

Date:
| SCHWENN
' BRUCE HARRIS
Date:
_ HARRIS
|
- :
} i




STATE OF )

)
COUNTY OF )

The foregoing instrument was acknowledged before me this day of
» 1962, by CURTIS R. INMAN AND MURIEL HENDERSON

INMAN.

My Commission Expires:

Notary Public

- STATE OF )
)
COUNTY OF : )
The foregoing instrument was acknowledged before me this day of
, 1962, by A
of GULF OIL CORPORATION; a corporation, on

behalf of said corporation,

My Commission Expires:

Notary Public

STATE OF )

)
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

- , 1962, by

of NORTHERN NATURAL GAS PRODUCING COMPANY, a
: corporation, on behalf of said corporation,

My Commission Expires:

Notary Public

STATE OF . )
)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
» 1962 by
of PHILLIPS PETROLEUM COMPANY, a corporation,

on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
)
COUNTY OF )
|
The foregoing instrument was acknowledged before me this day of
» 1962 by
of SINCLAIR OIL & GAS COMPANY, a corporation, on

behalf of said corporation.

My Commission Expires:

Notary Public




STATE OF )

) )
COUNTY OF )

The foregoing instrument was acknowledged before me this day of
s 1962 by

of REDFERN DEVELOPMENT CORPORATION, a
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF SR )
)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
‘ » 1962 by
of MARATHON OIL COMPANY, a corporation, on

behalf of said corporation.

My Commission Expires:

Notary Public

3 STATE OF )
H )
‘ COUNTY CF ) :
The foregoing instrument was acknowledged before me this _ day of
,» 1962 by
of MOBIL OIL COMPANY, a corporation, on

o behalf of said corporation.

ot m A Yon o SANLREA b £ e A P4

My Commission Expires:

Notary Public

STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1962 by
of PURE OIL COMPANY, a corporation, on behalf of
said corporation.
My Commission Expires:
Notary Public
STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1962 by
of TEXACO, INC., a corporation, on behalf

of said corporation.

My Commission Expires:

Notary Public




STATE OF )
)
COUNTY OF )

The foregoing instrument was acknowledged before me this day of

, 1962 by

of HUMBLE OIL & REFINING COMPANY, a
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
COUNTY OF ;

The rforegoing instrument was acknowledged before me this Y _dayof
of AMERADA PETROLEUM ’cg\:;x:m a Corporation,

on behalf of said corporation,

My Commission Expires: : S
' Notary Public

STATE OF )
)
COUNTY OF )

The foregoing instrument was acknowledged before me this day of
, 1962 by
of UNION OIL COMPANY OF CALIFORNIA, a
corporation, on behalf of said corporation,

My Commission Expires:

Notary Public

STATE OF )
) i
COUNTY OF )

The foregoing instrument was acknowledged before me this day of
» 1962 by WALTER H, WALNE and

My Commission Expires:

Notary Public

STATE OF }
)
COUNTY OF )

The foregoing instrument was acknowledged before me this day of
, 1962 by WILLIAM F. SCHWENN and

My Commission Expires:

Notary Public




STATE OF )
COUNTY OF ' )

The foregoing instrument was acknowledged before me this day of
» 1962 by BRUCE HARRIS and

My Commission Expires:

Notary Public
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EXHIBIT "B"

SCHEDULE SHOWING ALL LANDS AND OWNERSHIP

W.THIN THE UNIT AREA

FEDERAL LAND

CARNERO PEAK UNIT, EDDY CCUNTY, NEW MEXICO

Tract

Description Lease No. and  Basic Royalty Overriding Royalty Working Interest
No. of Land Acres Expiration Date and Percentage Lessee of Record ‘and Percentage and Percentage
1 T-22-58, R-24-E wN,o. 00 1.C-064517 U.S. A.: 12-1/2%  Phillips Petroleum Eleyse S. Patterson, Phillips Petroleum
Sec. 23: W/2 E/2 , 3-31-63 Co. 50% Sue S. Graham, & Co. 50%
Sec. 24: W/2 E/2 Northern Natural Sally S. Toles - Northern Natural
Gas Prod. Co. 50% $300.00 per acre Gas Prod. Co. 50%
out of 2%
2 T-22-S, R-24-E - 240, 00 LC-064520-A U.S.A.: 12-1/2%  Phillips Petroleurn C, A, & Hazel Phillips Petroleum
Sec. 35: S/2 NE/4, 5-31-64 Co, All Hobbs - $300. 00 Co, All
SE/4 per acre out of 2%
3 T-22-S, R-25-E 40, 44 LC-064521-A U.S.A.: 12-1/2%  Phillips Petroleusn D, O, & Margaret  Phillips Petroleum
Sec. 19: Lot 1 : 12-31-62 Co. © 50% Wilson - $600. 00 Co. 50%
Northern Natural per acre cut of 3% Northern Natural
Gas Prod. Co, 50% Gas Prod. Co. 50%
4 T-23-S, R-25-E 200. 00 LC-064522 U.S.A,: 12-1/2%  Gulf Oil Corp. All Porter K. & W, R, Gulf Oil Corp. All
Sec. 8: N/z NW/4, . 7-31-63 Middleton - $500. 00
W/2 NE/4, per acre out of 3%
SE/4 NE/4
5 T-23-5, R-25-E 40. 00 LC-064522-E U.S. A.: 12-1/2% .H.MuC,POO Inc. All Porter K, & W, R, TEXACO Inc. All
Sec. 8: NE/4 NE/4 , 7-31-63 Middleton - $500. 00

B et

.

per acre out of 3%




Page Two

Tract Description Lease No. and Basic Royalty Overriding Royalty = Working Interest
No. of Land Acres Expiration Date and Percentage Lessee of Record and Percontage and Percentage
6 T-22-S, R-25-E 878, 84 LC-066013-A U,S.A.: 12-1/2% Phillips Petroleum Ruby C. & Bryan Phillips Petroleum
Sec. 19: Lots 2, 3, 4, 1-31-63 Co. 50% Bell - $300. 00 per Co. 50%
E/2W/2, E/2 Northern Natural  acre out of 2%  Northern Natural
Sec. 30: Lot 1, E/2 NW/4, Gas Prod. Co, 50% Gas Prod. Co. 50%
NE/4
7 T-22-S, R-25-E 39. 37 LC-066013-C U.S,A,: 12-1/2%  Bruce Harris All Ruby C. & Bryan Bruce Harris All
Sec. 30: Lot 2 1-31-63 Bell - $300. 00 per
acre out of 2%
3 T-22-S, R-24-E 40. 00 NM-01488 U.S.A.: 12-1/2%  Phillips Petroleurn Margaret & D, O, Phillips Petroleum
Sec. 24: NE/4 NE/4 10-31-63 Co. 50% Wilson - $300. 00 Co. 50%
Northern Natural per acre out of 2%  Northern Natural
Gas Prod. Co. 50% Gas Prod. Co. 50%
9 T-22-5, R-24-E 320.00 NM-04293-A U.S. A, : 12-1/2%  Phillips Petroleum Virginia and Rube Phillips Petroleum
Sec. 24: W/2 12-31-62 Co. 50% Hess - $300,00 per Co. 50%
:Northern Natural acre out of 2%  Northern Natural
Gas Prod. Co. 50% Gas Prod. Co. 50%
10 T-22-S, R-24-E 200. 00 NM-04527 U.S8, A,: 12-1/2%  Phillips Petroleum T. J, and June Phillips Petroleum
Sec. 26: SE/4 5-31-64 Co. 50% Deason - $300.00 Co. 50%
Sec. 35: NW/4 NE/4 Northern Natural per acre out of 2%  Northern Natural
. Gas Prod. Co. 50% Gas Prod. Co. 50%
11 T-22-8, R-24-E 40. 00 NM-04527-A U.S, A, : 12-1/2%  Gulf Oil Corp. All T, J, and June Gulf Oil Corp. All

Sec. 35: NE/4 NE/4

5-31-64

Deason - $30C. 00
per acre out of 2%
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Tract
No.

Description

Acres

Lease No. and
Expiration Date

Basic Royalty
and ﬂounasﬁmo

Lessee of Record

Overriding Royalty
and Percentaje

Working Interest
and Per noSnWmm

12

13

14

15

16

17

of Land

T-23-S, R-24-E

597. 80

Sec. 1: Lot 3, S/2 NW/4,

SW/4
Sec. 12: W/2

T-23-S, R-24-E

Sec. 1: Lot 4

T-23-S, R-25-E

Sec. 18: N/2 SE/4,
SW/4 SE/4

T-23-5, R-25-E

Sec. 18: SE/4 SE/4

T-23-S, R-25-E

Sec. 7: Lots 2, 3, 4,
E/2 W/2, Ef2

37.91

120. 00

40. 00

800. 71

Sec. 8: N/2 SE/4, SE/4 SE/4,

S/2 NW/4

T-23-S8, R-25-E
Sec. 7: Lot 1

40. 29

NM-04529
5-31-64

NM-04529-A
5-31-64

NM-05070
8-31-63

NM-05070-A
8-31-63

NM-05808-A
8-31-63

NM-05808-C
8-31-63

U.S. A 12-1/2%

U.S.A,: 12-1/2%

U.S,A.: 12-1/2%

U.S. A, : 12-1/2%

U.S. A, : 12-1/2%

U,S.A.: 12-1/2%

Gulf Oil Corp. All

Phillips Petroleum
Co. 50%
Northern Natural

Gas Prod. Co. 50%

Gulf Oil Corp. All

Phillips Petroleum
Co. 50%
Northern Natural

Gas Prod. Co. 50%

Gulf Oil Corp. All

Phillips Petroleum
Co. All

Ruth McPherscn -
$500. 00 per acre
out of 3%

Ruth McPherscn -
$500. 00 per acre
out of 3%

Gladys Lutz -
$500. 00 per acre
out of 3%

Gladys Lutz -
$500. 00 per acre
out of 3%

T, J. and June
Deason - $500. 00
per acre out o1 3%

T. J. and June
Deason - $500. 00
per acre out o 3%

Gulf Oil Corp. All

Phillips Petroleum
Co. 50%
Northern Natural

Gas Prod. Co. 50%

Gulf Oil Corp, All

Pl.llips Petroleum
Co. 50%
Northern Natural

Gas Prod. Co. 50%

Gulf Oil Corp. All

Phillips Petroleum
Co. All
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Tract Description - Lease No. and Basic Royalty Overriding Royalty  Working Interest
No. of Land Acres Expiration Date and Percentage Lessee of Record and Percentage and Percentage
18 T-22-5, R-25-E 320. 00 NM-036183 U.S.A.: 12-1/2%  Northern Natural Edith and George Northern Natural

Sec. 29: 'N/2 2-1-68 Gas Prod. Co. All Riggs - $500. 00 per Gas Prod. Co, All
acre out of 3%
19 T-22-S, R-24-E 160. 00 NM-040991 U, S, A,: 12-1/2% TEXACO Inc. All RobertS. & Jo Anne TEXACO Inc. All
Sec. 25: SE/4 10-1-69 Light - $500, 00 per
acre out of 3%
20 T-22-S, R-24-E 600. 00 NM-0100957 U.S. A, 12-1/2% Phillips Petroleum T. J. and June Phillips Petroleum
Sec. 23: E/2 E/2 4-30-64 Co. 50% Deason - $300. 00 Co. 50%
Sec. 24: SE/4 NE/4, Northern Natural per acre out of 2%  Northern Natural
E/2 SE/4 Gas Prod. Co. 50% Gas Prod. Co. 50%
Sec. 25: NE/4
Sec. 26: NE/4
21 T-23-S, R-25-E 480. 12 NM-0100958 U.S.A,: 12-1/2%  Gulf Oil Corp. A1l Ruth McPherson - Gulf Oil Corp., All
Sec. 8: SW/4, SW/4 SE/4 4-30-64 $500. 00 per acre out
Sec. 18: Lot 1, NE/4, of 3%
E/2 NW/4
22 T-23-S, R-25-E 39.95 NM-0100958-A U, S, A,: 12-1/2%  Phillips Petroleum Ruth McPherson -  Phillips Petroleum
Sec. 18: Lot 2 4-30-64 Co. 50% $500.00 per acre out Co. 50%
Northern Natural of 3%  Northern Natural
Gas Prod. Co. 50% Gas Prod. Co. 50%
23 T-22-S, R-24-E 320,00 NM-0106328 U.8. A,: 12-1/2% Pure Oil Co. All None Pure Oil Co. All
Sec. 25: W/2 9-1-70
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Tract Description Lease No. and Basic Royalty Overriding Royalty =~ Working Interest
No. of Land Acres Expiration Date and Percentage Lessee of Record and Percentage and Percentage
24 T-22-S, R-24-E 40, 00 NM-0150707 U.S.A.: 12-1/2% Redfern Develop- W, W, Priest 5% Redfern Develop-

Sec. 31: NE/4 NE/4 8-1-71 ment Corp. All . ment Corp. All
25 T-23-S, k-25-E 961. 21 NM-0197617 * U.S. A, 12-1/2% Wm. F. Schwenn
Sec. 5: S/2 Application : Allx
Sec. 6: Lots 2, 3, 4, NM-0196008 * Thor-Westcliffe
SE/4 NW/4,- , Application All*
E/28SW/4,
S/2 NE/4, %*Note: Two applications have been filed on this tract; no lease
SE/4 has been issued. By Civil Action 189-62, Thor-Westcliffe
Sec. 18: Lots 3, 4, (NM-0196008) is contesting the issuance of NM-0197617.
E/2SW/4 H#m Case is presently on appeal to the United State Supreme Oocun
26 T-22-S, R-25-K 600. 96 NM-0243406 U.S,A.,: 12-1/2%  Hebling and Alice F, and . Hebling and
Sec. 31: Lots 1, 2, 3, 4, 3-1-72 ‘ Podpechan, a Wendell S. Holmes Podpechan, a
E/2W/2, W/2 E/2, partnership All 2 1/2% partnership All
SE/4, W/2 NE/4, Janell Corp. 2 1/2%
SE/4 NE/4 ‘ e
27 T-22-5, R-25-E 478. 75 NM-0248732 . U.S.A.: 12-1/2% Marathon Qil William A. and Marathon il
Sec. 29: SE/4 3-1-72 Co. All Harriet A. Huffman Co. All
Sec. 30: Lots 3, 4, 3%
E/2 SW/4,
SE/4
28 T-23-8, R-24-E 1,115.29 NM-0272711 U.S.A,: 12-1/2% R. M, Patterson None R, M. Patterson
Sec. 1: Lots 1, 2, 6-1-72 All All

S/2 NE/4, SE/4
Sec. 12: E/2
Sec. 13: E/2, E/2 W/2




Page Six

Tract Description Lease No. and Basic Royalty O<ou1m§u Royalty Working Interest
No. of Land Acres Expiration Date and Huounobnmmm Lessee of Record and Humunas«mmo and Humuoobﬂmmm
29 T-23-S, R-24-E 80. 00 NM-0282336 U.S. A, : 12-1/2% Pauline Walker None L Pauline Walker

Sec. 13: W/2 NW/4 6-1-72 All T All
30 T-23-S, R-24-E 560. 00 NM-0303836 U.S A, : 12-1/29 Walter H. Walne, None Walter H. Walne,
, Sec. 11: E/2 9-1-72 Jr, All Jr. All
Sec. 14: NE/4, - ,
W/2 SE/4
TOTAL:

30 Tracts Federal Land, 9,751, &4 acres,

80. 25% of the Unit Area

e i)

S i
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STATE OF NEW MEXICO LANDS

Description

Tract Lease No. and Basic Royalty Overriding Royalty @ Working Interest
No. of Land Acres Expiration Date and Percentage Lessee of Record .and Percentage and Percentage
31 .T-22-S, R-24-E 200. 00 E-10087 State: 12-1/2% Phillips Petroleum None Phillips Petroleum

Sec. 36: N/2 NE/4, 5-15-66 Co. All Co. All
W/2 SE/4,
SE/4 SE/4
32 T-23-S, R-24-E 441. 31 E-10089 State: 12-1/2% Phillips Petroleum None Phillips Petroleum
Sec. 2: SE/4 5-15-66 Co. All Co. All
T-23-S, R-25-E
Sec. 5: Lots 1, 3, 4,
S/2 N/2
33 T-22-S, R-25-E 480. 00 0G-3942 State: 12-1/2% Socony Mobil Oil None Socony Mobil Oil
Sec. 32: N/2 NE/4, 6-17-68 Co., Inc. All Co. , Inc. All
NW/4, N/2 SW/4,
SE/4 SW/4,
SE/4 SE/4, ,
N/2 SE/4
34 T-22-S, R-24-E 240. 00 OQ..o:m State: 12-1/2% Gulf Qil Corp. All None Gulf Oil Corp. All
Sec. 36: S/2 NE/4, 11-17-69 ,
NW/4
35 T-23-S, R-25-E 40. 41 K-616 State: 12-1/2% Union Oil Co. of None Union Oil Co. of
Sec. 5: Lot 2 7-19-70 California All _California All
36 T-22-S, R-25-E 80. 00 K-1588 State: 12-1/2% Marathon Oil Co. None Marathon Qil Co.
S/2 NE/4 7-18-71 All All

Sec. uN".

o S s PRSP




Page Eight

e g i S R e g e e

Tract Uomnuwwﬁom, Lease No. and Basic Royalty Overriding Royalty  Working Interest
No. of Land Acres Expiration Date and Percentage Lessee of Record and Percentage and Percentage
37 T-23-S, R-24-E 156.12 K-1589 State: 12-1/2% Amerada Petroleum None Amerada Petroleum

Sec. 2: Lots 1, 2, 7-18-71 Corp. All Corp. All
S/2 NE/4
38 T-22-S, R-25-E 80. 00 K-2030 State: 12-1/2% Marathon Oil Co. None Marathon Oil Co.
Sec. 32: SW/4 SW/4, 12-19-71 All All
SW/4 SE/4
39 T-22-S, R-24-E 200. 00 State: 12-1/2% Curtis R. Inman
Sec. 36: SW/4, 10-16-72 All None Curtis R. Inman
NE/4 SE/4 All
TOTAL: 9 State of New Mexico Tracts, 1,917.84 acres, 15.78% of Unit Area
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PATENTED (Fee) LANDS
Tract Description Lease No. and  Basic Royalty Overriding Reyalty  Working Interest
No. of Land Acres Expiration Date and Percentage Lessee of Record and Percentage and Percentage
40 T-23-S, R-24-E 160. 00 Fee W. L. Kincaid and Gulf Oil Corp. A1l Caswell S. Neal - Gulf Oil Corp. All
Sec. 13: W/2 SW/4 3-25-68 Wm. J. Smith, $250. 00 per a:re
Sec. 14: E/2 SE/4 5- 6-68 1/2 each
41 - T~-22-S, R-25-E 160. 00 Fee M. B. Kincaid and Humble Oil & Refin- Humble Oil & Refin-
Sec. 29: SW/4 7-17-67 Charles R. Kee, ing Co. ing Co. 50%
8-8-72 1/2 each - C. R, Inman C. R, Inman 50%
42 T-23-S, R-25-E 162, 00 Fee William J. Annie Humble Oil & Refin- Humble Oil & Refin-
Sec. 6: Lots 1, 2, 3, 4 5-27-67 B., and Norma ing Co. ing Co. All
Smith All ,
TOTAL: 3 Patented (Fee) Tracts, 482.00 acres, 3.97% of Unit Area
RECAPITULATION

30 Tracts Federal Lands
.9 Tracts State Lands
3 Tracts Fee Lands

Total 42 .Hu.wnﬂm,

9,751, 64 Acres
1,917.84 Acres

482. 00 Acres

80, 25% of Urit Area
15. 78% of Urit Area
3. 97% of Urit Area

12,151. 48 Acres

100, 00% of Urit Area
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THIZ AGREFATINT, entered iato as of the day of

Rt e b B P A A .

1962, by and between the parties snanscribing, ratifying, or conseanting hereto, and
herein reafercred to as the 'partics hereto’,
WITNEASCEL T H:

WHURAELS, the parties hereto ave the swners of working, royalty, or other

0il and gas interests in the unit area subject to this agreén ernt; and,
WHEREAYS, the Mineral leasiag Act of February 25, 1920, 41 “tat. 139, as

armended, 30 U,.5,C. Secs. lE} rt geq., authorizes Federal iassees and their repre-

o

T

sentatives to unite with cach other, or jointly or separately with others, in collec-
tively adopting and operating a cooperative or unit nlan of developnieat or operation

of any oil or gas peol, flald, or like avea, or any nart thereof for the purpose of

TR B

1»ore pruperly conservine the natural resources thereo! whenever deteru:ined and’

& certified hy the <acretary of the Interior to be necessgry ¢r advieatle in the public
i , .

interenst; and,

3 WHERY AT, the (Coneirgiannr of Pudblic L.andy of the Stave of Mew Mevico is

authorized by an Act of the Le lgiatere {“ec., 7-11-32 ¥, Af, “tatoter 1953 annotated:
to copsent (o or apprave this acreerrent ou bahalf ol Loe State of New Mexicn, inzo-

far =8 1t covers and iacludcge lands and mmineral interests of the State of New K‘e‘uc-),

PEa s S ot
A

and,

[}
WHERREAS, the 2211 Conservation Comrcissgion of the State of New Mexico is

authorized by an Acc of the lLegislature {Chanter 72, Laws of 1935, as ainended by

Chapter 193, Lawsa of 1937, Chanter 166, Lawas of 1941, and Thapter 165, Laws of

1949} to approve this agre=er . ant snd the conservation proevisions hereot; and,

SRR LR R A

SWHPREAT, the partien heretn hold sufficient interssts in the Carnero Jeak

P e e

Unit Area covering the land haresinaiter described to 2ive reasonably effective

control of npzrations therzsia, and,
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WHERFEAS, {t {8 the gqurpose of the parties heretd to conserve natural

resources, prevent waste, and secara other tenefits obtainahle tarough develop-

L3
ment and operation of the area subjact to thic wgrerneat ueder the terms, condl-

tions and limitations herein net furth;

NOw, THE :{Erst‘zflfi, in con:«lfieration of the prencises and the nromiges
herain contained, the parties hereto commnit Lo thia ugreeiment their resﬁective
intereste in the below-dxefinz%l unjt area, and agree seVerally.dmong themaelvés
a8 [ollows: |

I. ENABLING ACT NP REGULSTFONG, The Mineral Leasing Act of |
February &3, 1920, as améndcd. suprz, and all valid pertinent regﬁlations.
including operating and unit plan revulations, heretofore fssued thereunder orx

valid, pertinent, and reasunable repulations hereafter issucd thercunder are

“accepted and made a part of vhis agreowrent as to Federal lands, provided such

regulations are not {nconsistent with the terms of t‘,iis agreement; and as.¢o
Atate of New Mexico and privately owned lands, the oil and gas operating regu-
1ations in effect as of th» efiective Jate hereotf governing ¢rilling and roducing

gnerations, not inconsistest with'the termia herenf or the laws of the State of

New Mexico are hereby accenisd and rrmade 2 part of this agreement.

2, UNMIT AREA, The following-describeqd land is hierevy designated snd

recognified as constituting the unit area:

o220, Re24-Z, LMD | To22-5 RedS-E, NN UM
Sec. 23: ¥ /2 o : “lec. 19: Al
Sec, 249; All Sec. 29: Al
Sec, 25: Al o Sec. 30: All
Sec, 26: E/2 o " fec. 311 Al
Sec. 35: %/& ‘ .- Sec. 32: al1
“ec. 36 AY ‘
T-23-5, R-24-E, LM, 7.0,  Te23-3, R-25-F, M. M, P M,
Sec. 17 Al Cec. S: All
Sec, T Y2 Tew. b Al
Sec. t1: E/2 Sec. T: Al
Sec, 12: Al Rec. B Al
Sec. 13: AN Sec., 1B Al

Sec., l4: ¥/2

contrining 12, 151, 45 acres, more or less,

-
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Eahibit A attacned hers=to i a map shoving the unit arex and the boundaries
and identity of tracts and Jeaens n uwald araas ta the extent known £ the Unit fpara-
tor, Fxhiblt B attacaed r’r.a(n le u scheduie rhowiag to the rwtent krmown to the Unit
Qperator the acreage, pevceatage, and kind of ownership of oll and qaak intereste in
211 land in the unit arce, Mewrove , nathing .1;~.<;in ox ix.»s‘a‘.d scheduls or map chall
be construed ag a represealation hy any o‘nr‘ty boarete & (o the ownarahip of any inter-
est other than such interest or intarests as are shown in said map or acherdule as
nwnad by suich party. .- xid%its A and B shall he veviped ‘{f the Unit Operator whenever
¢chanpes in the unit urex rerdor such reviy im de@redsiayy, Or when reguested by the Oil
and Gee ‘Eupervho‘r. hersinafter yeferved to al. "‘,‘-uperﬂsor", oY when requcated_by |
th; Cor-:f‘rrsiéaione: of Public Landsa of the State o!i'!\'ew Mexico, hersinafter referred
to aa "‘State Commrissioner’”, and not less than sever corieg Vo‘f the revisged sxhibits
shall be ufiled with the Supervisoer, and one (1) co;iy thereof shall he filed with the
State Commissioner and oae (1) copy with the New Mexico Oil Conservation Commis~
sion, hereinafter referred to 25 “Ftate Comoriggion, ™

The above-described unit area shall when practicable be expauded to inciude
therzein apy additionz] tract or tract; regarded as re‘asonnbly necessary or advisable
for the purposes of this agreerr ent, or shall be contracted to exclude lands not withe
in any participating aren wheaever such eypansion or contraction is rzsecs-s’a rv or ad-
vi;sable te conforin with the purposas of this agreement. Such expansion or comtract on
shall be effected in the following manner:

{a) Ualt Operater, on its own moticn, or on Jerrand «f the Directsrs of the
Geslogical Survey, hareinalter relerred to ue "Dircrnr". or on den and of the tate
Commisoioner, aftex prelimina.ry.concu:rence by the Director, shall urepare a notice

of proposed expansion oF contraztion dascritdng the contemnplated changes iu the

~boundaries of the unit arez, the reasans therelor, and the proposed effective Aste

thersaf, preferably the first day of a3 moath subsaquent ta the date of notice,

{b) Said notic2 3hali bp delivared to the Sudervisor, tue State Cornviszioner
and the State Coourission and copies thereof mailed to the last known :;ddreﬁs éf
each workiag interast cw;aer. Ieuee‘. and lessor whose interessts are affectsrd,
ﬁdvialng that 30 days will Le allowed for subn fysion tu the Unit Operator of any

ok jections,
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{c)} Lpon explration of the 30-day period provided in the nraceding itew. (b)

hereof, Unit QOperator shall ‘ile with the Yupervisor, the State Coirmrisaiones and

. the State Corrreiasion evidenca of roailing of the notice uf vzsansion or cantraciion

i
and & copy of 2ny objections tis-eto which have been filed with the Unit Cperator,

together with an n;.-pi:’cnum; w sufficisnt nuamrber, for approval of such expansion or
c¢ontraction and with appropriaic joinders.

{d) After due consideration of all pertinent infotination, the expansion or
contraction shall, \Spoav approval by the dii'éctOr, the :‘Siate Coo missionsr and the
Ztate Corn-iasion, becdrne‘gffeqtive as c;f the date prescribed in the nntice thereof.

- {&) all legal subdivistons of unitired lands (i, e., 40 acres by Govesrmrent
survey or its nearest lot or tract :qtzivalont in ingtances of irregular ;urveys.
however, unurually large lote ‘a(r tracta skall be ronsidered in n-ultiples o/ 40 scres,
or the héarekst alinuot equivalient thereaf, for the nurpsse of elin ication -.m.der this
=utgection), no parts of whiglz are entitled to he {n ) 'pa?licipatlng avrea within
-fea.r‘s sfter the first day of thé month following the effactive date of the first i‘nitial
participating area esteblished under the unit agreement, saall be elin inated auto-
matically fromn this agreement, eifzctive 23 of the firet dav thersafter, and such
landi shall no longer be a part of thei unit 2rea and ghall ao longer be aubject to
this agreement, unless at the expiration of sai? f-yaezr soricd dilipent drilling
cperationg are‘in progress un usitived lands not entitled to parzicipaﬁon. ‘in which
evant all such lands ehall rev:ain subject hereto for g0 Jang 28 such drilling opers-
tions are continued dilizently, with not nrore than G0 davs' tin e elansing between
the com: plation of one such well and the commence:rsrt of the next such well, excent
that the tine allowed betwsen such walls zhall not expire earlier than 30 days
after the expiration of any such reriod »f tinie during which drilling operations
are prevented by 2 watter beyond tha reasonzble contral of unit saerator as.aet
fort in the section hercof entitied “Unavoidable Dela vy ; provided that all légal
aubdivisions of lands not in a participating arza and nyt ontitled to hecon:e p:sf-
ticipating under the applicatle prévisions of this agreement vitkin iC years after
said first day of the month following the effective date of said first initial paf—-
ticipating area shall be elin:inated as abov§ speclfied. Determinxtion of creditable ,

"Unavoidable Delay " time chall be madce by unit onerator and rubject to tpprO\inl
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of the Diractor and the qtl.ic Corrreigsionar, The unit op~rator éhéxll. within 90 days
after the effective date of any elivrination hereundur, describe the area so elir in=
ated to tha antlafaction of the Director arnd the State Commissioner and promoptly
notify all parties in interest.

1f conditiona warran: axtension of the j0-yaar _oeric:; specified in this sub-
section 2 (e¢), a single 2xtension ¢f not tc ecceed (i vy g rriay be accon.plished by
consent of the owners of 9073 of the curract uaiures working interests aad €0% of

. . .

the rurreat unitized basic x-oyaii.y. fntereate (exclurive of the basic royalty interests
of the United Staten), on a tc—?e_d-&mpa rticipatine-~: | -:age basis, respectively,
with appfoval of the Director, and the Itate Comn-issioner provides such axtension
application i3 suvbmitted to th: Stste Jonnissioner and the lirector not later than

60 daysz prior to the expiration of said 1Q-year period.

Any expansion of the unit area pursuant to thir section which etrhraces

lznde theretofore eliwvipated pursuvant (o this subsection 2 {¢) shall not be con-

sidered autorr atic commiiin ent or recotmitinent of such lunds.

3, UNITIZED LAND aND UNITIZLD cUBRSTANG A land_Caiinh-_itted
to this agreement shall constitaie land vef o rred to harein as unitized land* or
"la.ndﬁ subject to this aé;ee:r ent’, &'t L1 nd gas fu sor and all formations of the
unitized land are unitized nnder the terics 0f thie agreesr ent and herein are called
‘unitized pubstanceas .

4., UNIT OPERATCR, Curtis 2. Inmszn ig hereby dea‘ignated as Tnit
Operatﬁr and by signature hereto asg Unil Tocrator agrees and congents to a;:uzept
the duties and obligations of Unit Tperatar for the dis‘:o'very; developr ent and
sroduction of unitized substances as herein provided, Yhenever refercnce is made
hereis to the Unit Cperator, such rafgrencs o eans th;n'ﬂnit Cperator soting in that

canucity and not as an owner of interest in unitizcd tubstanc - <, 504 the terr. ~ ir.ing

LR M R

interest owner ' when Used Lerein shall include cr refer ta Unit Tporatdér ar thae
owner oi g wiuXdayg intor st when such an Literect is swned oy il

5. RESIGNATION Ox REMOVAL OF UNIT T “roaoa’iii, Uait Tperator shall
have the right to resign 1t any tin e prior to the estabiiciv: ent of a participating area
or areas asrsander, vut such resignation shall nat be.c’r,n-e effective 20 0 to release

Unit Operator fron. ihe 4 oies and M atisas 0 Unil Sposrator and ternrinate Unit

-,5 -




) ’ .
Cperator’'s yights 2 <o foc e poring af & nanthy after otice of inteation to resign
. L]

nas heen se\rvud by t‘nl; Sperainy on & 1? -.vc»rkin'g {silrrest owners and the Plrector,

the State Cor g ssiener and State CGnnnaesion sng uatil all wells then drilled here-

unedar are placed lo a satisfactory condition for suspension or abandonment whichever =
is reguired by the Saporvisor aue to Jederal lands and the Ytate Conrmission as to

State and privately ownaed lands unrless

e

& new Unit Dpevator shail have been selected
and approved and shail have taken over and assumed the duties and obligations of

Unit Operator priér to the expitration of gaid period.

X,
~

Unit Dperator shall have the rigiﬂ to resiya in like ranner and subject to
like linitations, as abova provided, at any tin.e a participating area ?stabiished
hereunder {# in existence, ch, in all instancee of realgnatioﬁ ar rerroval, until a
snccessor unit oparator tr selacted aod approved as hereinaftdix provided, tae
working {uterest owners shall be jointly responszible {ur g)erformu.rsffe af the dutiéi
of unit operator, and shail not later than 30 days befors such reasignation or removsl
b.ucpmes effective appcint a cemn o agent ta represent thew in any action to be
taken nersunder.

’I"hc resignation of Unit Operator shall pot release Unit Cperator from aay
ALING lus any nmaﬁlt by i wereundar seourring ariss @3 the effecti;}g date of its
redignation.

The Unit Operator n;gf. upon default or failure {(n the performance of its
Cuties or obligations herzundzr, be gubject to removal by the sawm:e percentage vote
of the swners of workinyg intaresty deieruﬁnca an lixe v anner 1a herein provided for
the sejection of & new Unit Dperator. Such removal shall be offective ué«:m notice
theraof to tha Ilirector znd tre State Commissionar.

The resizoation or removal of Urdt Operator under thiv 23rosine shall
not terr-inate its right, titlr;. o: intercst as {he owner +f A working intevest or
other {nterest in unitized substances, but upon the resignation or rcmovai ofA Unit
Operator Lecaraung ei{e,cgive, sucn Untt Tpevatar #0all dellver pozsession of all
equiprreat, naterials, &ad apiustenarces u3dd w vonda 1ang the unit operatisna and
owned by the working interest swners ta the row crly qurlified sucressor Unidt
Operamr_ or to the ownars thereof if nc aueh acw Unit ~’,‘:;;-:;ra‘rar 13 elected, to be
used for the purpege of co: tucting w.it uperaticuy hereunder. Nothiag herein snall

be construed as anthorl nr remnval ~“ aay ratorfal, enuintren) and spdurtenances

’



G, LUCCR TN JRNIT OTERATIA, 0 aenever the Uait Fipe rreor shall teader
his or fis regignation as Unit fiperator, ')f- shielt be veyroved as hereluabove pro-
fided, or a cnangse of unit nperator i3 nrpgotisted by working interest swaoers, the
owners of the working intersvet2 in the pseticipating area or areas accordiag to
thelyr raspective acreage inferests dn such participating area or, until a partl-
4cipnting ares shall have LUeen sstablished, the owners of the workiag intereots
according to thelr respactive 2oreage inf.cx:;:sts in all unitized land, shall by
majority vote select & succeesor Unit Cperatar; provided, that, if a majority
but less than 75 per cent of the working interests gualified to vote are owned by
one partyy to this agreonent, a cvacurring vote of one or x.fnpre additignal working
interest owners shall be required to select a new oparator. Such aélection shall
not become nffective until: .

{a) a Unit Cperator so selécte:ﬁ shall accept in writing the duties and
zesponsibilities of Unit .pexatar, and

{h) the sclectior sliall Lve Leen {ilad wita the Supervisor and State

Coimm.issioner. 1f no successor Unit Uperator iz selectad and qualified as herein

7. ACCOUNTING OROVILIONG AND UNIT OPERATING *GREEMENT, If

N

e e o]
R AV

the Unit Operaios ir nit the volv vwner 0f Workiag lateres

.
-

th 347

12
~
L]

-
9]
tr
!

incurred by Unit Operator in conducting unit cpervations hereunder shall be nald

and apportioased among and torne by the awnere of n,-crking«intere sts, all in accor-
dance with the agreement or spreements entered intec by and between the Unit

Cperator antd the d>wners of w’orking intereste, whether une or more, separately

or collectively. Any\ agrsen-ent or agreaments ontered into between the working
interesat cwnere and the Unit Operator ae provided in‘ this section, wihisther one or more,
are her=in referred o 45 the uvnit operating ngreement’'. “uch unit operating B
zpceznient shall also nrovide the nannes in waich the warking {nterest owncrs |

shall be entitls? to recelve their respective nropartions. 2 and allbcatea share of

the benefits accruing hereto in coaformity with their ua .crlyiag Ope;-ating agrne-—

inents, leases, o1 other ivdeperijent contracis, and sucs oiher rights and leiga-

tions as between "nit Triaratyuy and the working interest awners as may be acreed




upon by‘ Unit CGperator and the working {nterest owners however, nd such unit

o;ierating ag'rean:e.nt shall he deeired eith.er (5 modify any of,ﬂ"xe tern's and condi-

tions of thia unit agrecrrent or 10 relieve tne Unit Operator of any right or ubligatldﬁ

est«ﬂhhcd wader this unit agreement, and in case of a-ny inconsistenty or conflict

betw«en the unit agreement aad (he unit operaling agrecrent, this unit agreement

shall prevail, Three (3) true caples of any unril oneratiag agroement exccuted

L 4 .
pursuant to this section shoald be flled with the *.~'x:pervino_r 2nd one (1) true'copy
witn the Cornmissioner, prlor tb appraoval of this unit :1éree=w-ent by the Director,
B, RIGHT R AND OBLIGATIONMS OF UNIT OYERATOR, ©xaent a;s otherwise.

spacifically provided hevein, ths exclusive right, orivilege, and duty of exércislng

any 2nd all rights of the partias nereto which are necerssry or convenient for

nroepecting for, producing, storiay, allocating, and distributing the usitized sub~

stances cr« hereby delegatad to and shall be exercized by the Uit perator as

Y T ey

herein nrovided., Acceptable evidence of title to sajd righte shall be deposited with

:

2 said Unit CGperator and, together with thias agreernens:, shall constitute and dafine
. the rights, privileges, aad suligations of Unit Gperator, Nothing herain, however, :

ahall be construed to transfer titie {0 any land or 1o any lease or operating agree-

irzent, t bging uwndergiccd that vader this agreenent the Jait Cparator, in its

;} capacity as Unit Operawr, z3al. oxyercise the rights cf poscesssion and use vented-
in the parties nerets onty for the Pa'plsar anvein g s2ifind,

9, DRIILING [t 0120V y,  within 6 rmonths after tha 2{fective date
hereof, tahe Unit Oreza'c. rhell roglin to drnd ‘a..n aueygoate test well 8t a location
approved | by tne Supcrvisos i on Federal Jund or by the Cinrs Comrnisaioner {f

o

on State laad, or by the Siate Jor-nassion if onprivately owaed land, unleas on
such effective date ¢ weil is Beia; drilled couforrrarly with the terrms 'neroof. and

tharsafter continue such drilling d¢iligeatly wniil the Covonisn forrations have tesr

tested or until at a lesser depth unitized substances shail be discovered -rhich can

be produced in paying quantides (to-wit: quentitiea sufficient to repay the coets

of drilling aad produaclug opc:abtitms. with 3 reagonable s 3({t) or the Unit Operator

shall at aopy tirme establish to the satiefaction of the “uncvvisor if on Faederal land,
“ -

or the Slale Coteasissloaney 17 on Mtate land, o7 3¢ the State Tommiaselon if «»

péivn‘tely owaed land, that further drilling of said well would be unwarranted or

b S K 2L
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imoracticable; provided, however, that Unit Qperator zhnll not in any event he
required to dritl sadd well to a depth in excess of 1i, 5C0 feet, Until tho discovery
of a deposit of unitised aubstnuces capable of being produced ia paying quantities,
the Urit Ouevator shall continue drilling diligently one well at a tinve, allowing not
n.ere than & pronths betweesn the corn pletion of one well and the bepinniayg of the nelxt
well, untii 2 well casable of procducing unitized substunces in paving quantities is
cowmplated to the séﬂafaction of said Tuservivor if it be nn Federal land or of the
<tate Comrr-issiorar i cn “tate lsnd‘:r the Srare L’;rxuv?‘nission il on privately owned

land or until it is reasonabiy s oved thai the unitisvi land is incavable of producing

unitized substances in paying Guantities in the fornations drilled hereundar. MNothing

in thisg seaction shall Le deerned to Mm:it the r!ght of the Unit Dperaice to xestén as

-

nrovided in Bectton 5 hereof. ©ir as requiriag Unit Dperator te commmence or continue’

any drilling during the neriod peading such regignation becoming effective in order to

3 .

comply with the requirements of this sectlon, The Director apd State Con:h:iﬁsidner

may reodify the drilling rcqqirementz of this section by sz;'an;ing reaconahle extensions
of tin = whan, in their opinion, suéh sction is warranted.

. Upoun failure 0 cormnely with (!-.r:‘ driliiry srovisions of this s;ction. the Mirector
and State Clon neiseisner roay, after ceascaable notice (o the Unit Operator, and each
workiag interest ownery, lessee, and Jessor at their last knoewn addrevses, declare
this unit agreement terrminated,

P10, TLANCGF FURTHEY DEVILOLPAENY ~NO ORI RATION, *ithia 6
nronths after completion of a well capadle of producing unitiaed sobatances in paying
quuntities, the Unit Uperator shail submif for the apsroval of the Tuservizor aand
the State Comm:nsioner 2p acceptable plaa of develonrr ent and operation for the
unitized land which, when approved by the “upezrvisc: sn.i the Mate (’:-Jn:m‘isaianer,
shall constitute the {:rther drilling and ogerating oblications of tHe Unijt Cperator
under ihis igreement for the period specified theragin, .7 he resf‘:ez. from tivne to
time beafore the expiraticy of any existing plan, the Unit perator shali 5\255,12 for

the apoproval of the Supervigsor and the “tate Coprrdzsionar a plan tor an adaitionnl

specified period for the deveioprnent and operatinn of the unitized land, *ny vlap

subm:itted pursuant to this section shall provide for the rxploration of the Lnitizeld

armz and for the dfligen: driliting neceasary tnr detecn-inatiog of the avea ar aruas

-~ 97 -
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thersof capable of drosucing 2oitized aobhstences dn foying quantities in 2ach ind
evary productive fosrttion and shall he as connlets and .'x.‘.:Pif\‘_l‘\'.-‘_' s the 0o Aol
and the “tate Unrorvissioner vay dete o ine Lo oo neceseary {op (oely e selnnn o
and praper conservation o! thyr 0il tad gas resanr2es of the aartize § :~.rc-1A e shalls

(2} sperify thi- nus Yier an?d locstion o) any wells 2o e dzilled il tae srne
posed order and time fHr guch drilling; and,

ih) to ibhe extenr nracilcalily soocily the oparatine uroctices yeuavded ne
neceasary and 3dvizable {oy rrooer conservation of satural ras JUICR 3. Copavate
olans 2w be guhtn Weed for ernarste prodactive gonee, sohiect B the anyroent of

the Superviscr zad the “iz2ie Toarariseloner,  Yaid planor

e

hall bhe 2 odifle

far
-
nis

EYSEN

73

1 supplarrented wihvn necessary, 10 reei changed coatitions 2o o srotect (e Yater -

w“
-
-
3
-
¥
9

euts of all parties Lo this agrezorent, ¥2asonabie dligencs ¥hall be sveroizo? in
owmplyiag witn the obligativas of the asprovesl alen of duvelonp ent. The “unrrvisor
and Ttate Commissionar ars author‘.c&e:‘! to graa a reasoninie exteaston of the f-
fionth pevind hersia prascrihed foo sgbrriedion of aaiertial plen o I2veiapn ony
where such action is fistificd haenuse oF Sroaeal? ~olbtong 3y cireuy stance .,
After completion heveandes - 7 2 well capuld ~ of wredgirng wpy nnitized sesstones
in naying Jaxatities, no furtier wellg vacepy 50 2g vy Y n2aesaary So afford
aroteriicn seslmel omers fion e W unAes thay aerceo ont 90 T A N3y e gmsiie

ficallv gomravad hy the Tuae . Tinoe apd Lo CLate Vs avis ctone s b Sy Re roies

eveant In accarvdancn with L rian of lewsinuye spt poroved o8 Rereln nrovidie s,
!
Vi ANWTIC % e e T TR YR e a ey e thoge 0 5 e )
crpable of vraducing unitiz: o s truoes o ayane o ntitea, Y s soun Therea

altee as reguired Ly e “Lymovienr (i e Cuvts Con o L ioaer the Urt Cnerstar

oo T

cball aubinds for gpproval Ly the Dirsctor and e dxte s a0 0 - lGadT o snosoule,

Y

Based an svh Yvisiona of the nobticbaad zucvs o oar aiiee o yirts thacsodf e L Federal

N s

ax s ey ARDbronrists o puiationg iror. the

oy

laned, aAnd, ag to non-~-Foderal inads,

coursaer and distances L0 W L {ne a3t suncove U oo slang curvey sy o v

vifective date ~f the tritial prrade ot ~ono . ol it v g oo e tedoan

regsovably proved to Lo asoadnciive Sf umifizal Cregraage s (o pnying guariiticgt i

londe in gaid sobhoduds oo s nen Y LT i Vs rr oty s tee hate (oo v A Y00 1O
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SERERSE o

ar the effsctive date of tas ooty agvaarn ang, chlchewvar 15 1ator, “3i1 scheduln also
ghall set fu::hﬂm prroentass o1 ».miﬁr ed subigtanses 0 Lo nﬂocated ar hereio gro-
vided to each unitized tracr in the purtivipating 2rez a0 23t Sifehed, and vhall ¢overn
the allooation u‘{‘prcd‘uctivn from and aftm; the fate the Dariidipaling Area ne. - ¢
eifoctiva, A separats partici;»a:ihg ar=a atall bo eat hlioted in 1il# vi anner for ach
geparaite ‘pool‘or druosit ol unitizad eubiztances or o any s roas thereof sroduced as
a siugle p2al ar zors, and zny twd Ay rore participaiing ar- 1. w2 ectanlshed vay be

cormbined Into ez witl the consent of the owner ¢ of ¢l working lotore ste in the laads

" within the partleinating orecs 3o t9 be combined, oo 220vova: of the Directar and the

State Corrnvlsaioner, The pasticipaita area €0 aveas 22 eutab

>

tshed shall be revisnd
from tip @ to tine, sudbjact o ltke approval, whanever guch action apprars proper a2
a reault of further dr.lling onrrations o1 thorvire, 13 include additions! taad then
rezarded as reasonadly pravaed 1o be droductive in saying q»hntities, or t3 zxzlude
tand theg vepard=d 2 reason iy proveds nod o by px-or‘.ug;tive in paying guaatities and
th‘!» percentage of rllocation shall slzn he revized accerdingly., The ;;‘fective dnte of
any revieion shall he the firsi of the month la whichk 1g ahtained ‘the knoaxledve or
information an which such rovision ig _ﬁ}’:"ﬁ(‘?{féf’. pz_:wxr}ed, hyveger, that 5 viotre

el 3t oaatifjed by oL Urnit Tperpator and asproved

o
-
"

ansvooriate affective date ir v-rr.,
by the DMrecteor and the “istn Uorrryisgiones, No fapd shall he exe g2 froi- = part-
icipa&:mg arsa on account of ceplsiion nf the unitiged gubsta scee.

S It t8 tae fotent of this tection taat a carticiparing area saall represent the
area knowrn or ceasonably ostirmated to te productive in payviag cuantities: but,
regarcdless of any revisior of the pirticipating zcsu, actudag ‘nérein cvontained chall
e congirued as requiring any retroa: live adiusbivent for production shtainsd priov

. 3
to the effective date =f the revision of the porilcipating area.
In'the absonce uf agrezems.ent 2t any (¢ batween the Uit 7 pevator asd the

Nirector and the State Jorrpidyionesr 2¢ 10 e proper-defiaition vr redefiattion

rticinating aras, or wntil a pirdcivaring area has, or areay Lave, been

1]

P
iv
{

be irrpounded in a manacr woteaily scceptahie to the owanars 51 varking interests,

except royalties due the Urnite ~fates sad tho Jtate of New Mexics, which onall

F*] . .
bz determinegsd By (e "moervisor for Federal lands and the State Corryiasitner

B e . "
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- poo} or desosit {rom whick such praduction ir cotained,  Saitler-29t for working

PR ST S NN

for State lands 31w tue State Canreission as to ._)rivate}_y ownead lands and the amount

thereof denosited, us directed hy the Supervizor aad the “tate Jonroiseienny rev-

pectively, to-be held as ujzm:\vned rmoney until a participatin. ares as fin-.\i_!j.. apyproved
[

and then applied a3 eacne: or veu rned in accordance with a detevrnination of 7 ¢

surr; due 2. :Jederal sud ‘dtale r.yalty on the husis of such approved varticipating

area.

Jhenever i v datercined, subject to the txg.;prt')val nf thae “unervisor,ae to
wells drilled on Federal laud and of the State Jomrafssioner an to wells drilled on
RERT 2:14-;" and the ale Con .'rz‘.rs;slorur n~t wé}léroﬁ-bri\rd:ely 6\vneli lands, that a
well drilled under this agreen-cat iz not capable of production in naying quantities
and inclusion of the laﬁd an watch it s situated {n a participating armn ix vnv sy rmted,
production. from such weii' ghall, {or the purposes of sdttlerent among 1l vartics
other than working iaterzat owners, =e atjocated to the lana on which the well is

located so lung ae such lund is not within & participatdng area eegisalUsacd for the
N v

L] -
erovided in the unit vperating

N
=

lutercet benefizs {roir auveh 4 vell <hail bhe mat: a

h

agreern-eani. - B

FILOOALLGOATION OF »annydorinMNg, Al anitfzed substances pradased

Cfromr sach participsting aven esatabliohed under 1iis sprreew ent, 2xoebt any Hrd

thereof uged in condox {ty with goo! oderating sracticrs withad the wonitigsd zrea

for dritling, “perating, cetrp zadl olunr production ov develosa eat purposes, for

represuzring or recycilng la dceardance with a £isn of deveioprment spprovead by

by

the Supervisor, dmi ~#ats Connissiunee nd the “iate Comroisaian, ur uacvoidably

“lost, shall be deenied to be nroduced ‘cually on an acrcage basles from the sevaral

tracts of unitized land of the participating arva establishes for zuch production and,

for the puspier of determr laine 4oy benafits (cercin; undar thia agreement, enah

such tract of unitired land zhall nave allovcatz? to it such carcent:ze »f pxid

R

ra-

duction 33 the nuinber of acres of sueh rract uctaded e 2218 particinating area,

*

e

bearsy {9 the total acres of anitizad laad in se

douzriicicniing ares, axconat vnal
allocation of production nerernder for nurnos. o 2r.er thar far =tk ent af ihe

royalty, overriding rayaliy, o pavireat cur of nroduction obifpaticne sf he

.-.
b
Lad
4
ot
2.
(o
L)

respecrtive working interaat vwnars,  =all e or the basix Lressrined

- {2 -
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overating apreerecat hathar o coniare ey etth the hasds of Wlocation hereln et

é

2

toreh or otherwise, IUic e by sopecd o prddnction of uattined subrtanced foon

a pasticipating area shall seatlscated ou srovided bevedn regardioss of whethev any

wells are Jdrilled oa any particulac pare o wwact o said preticipating nreas It ony

gar producad fron, one savticiputinyg area €s nsel for cemrvsvyiring or reoyeling

jil

purpoaes in ancihar partici aatiny adsd, ine firat gar withdrawn 2o such iaat-
sentloned narticindting P ‘or 3o during *he s of this agreantant algll he

connidsszed to be the gae so trzonferred vnddl 3o arcount equal te that {rageforred

shall be a0 produced or 83le 2id soch sas abell Y2 2ilocatsd to the patileiniting

wrua frowm whick initialiy producad sr conetitated &t the diroc of such final peoduction,

12 [0S0 ¥ 0 S G S L INRARLN 1 ¢ DN TAIC e 4 Y PO N R AT TIVTINY L P IRGT T NIT ey

s L Y PR L I 3 N A ™ v R R Ay - LS Y - LI . [ 2N
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OISRIATENG, amv parly or garties hnrelc cwaing or coatralling the worldng

Interexis in aay unitived landg having th
awprova: 5f the “unervisznrs ag {0 Yeieen) land, thay Stat: ¢ 5ooassioner ac 9 Ttata
tand, and e Tlate Son noisciom we bo oovlvately oownet jand,  xad subiset to the

provialons of tne Unit Doeraiieg “preer got, 2t such party's or parties' «ole risk,

cuwets, and expense Sl A wald L8 each baentios an cuch Tand Bo teor Ay forrostion

. osx te Sest ery furicstion for

fre which o pacticwatiag acce " oo

cidelo B vartictlunting rres Dow Lo e stablished If pucer Jucation 100 0 within zaid

N

srrticipating arsa, valery i g 90 daye of coceipt ol nictice Tromne sald pariy of

sl inlentive 1o <xill the well the Uat Dperator sleniz pad cow v ences o vi']l ach

& weli in lthe mannsy ov siter welle e Jrllicd by the Cnit Tperator Linder thile

Hzny well drlilsd 4 aflopcrcel Ly @ wormng ddorest dwner reseits in
Hat the lan: unos wideh it is situated pay properly be incivded in
a participating avaa, such aritoinatd: Ny ares shall wo extohlianed ar cularcg»: as

A dad la thio ~

PRI R P

camd aneg the 2ot 23l thavoafier ne Aperatod by the Tipit
Nzecotor i accovdancy ity the g2y 2 91 thee agreernent «nd the unit operating

LgTeeracny,

Horny well driliad o+ aforesaid by a v arxingintere st Genzr 2biains Hro-

-

duction in guantities {nzoffictont to fagtify the sachesior oo sarticipating & rea of
4 : ¥ - 2 &

the lind ton which auch wall de witaztsd, anch wall i ay be cnerasdand svoduced




by the party drilling the gen < sutiject to the ctmgervition cegalrerent of thi
agresycent, The voyeltice dnoatreaar o0 ovel e strpadaedden Crome any sach weil
sn3ll Lo patd as goacifia? I L Laen .‘z~_-:ng lease au? P maaes affected,

14, ROYILIY S7TUTE INENTY, The Urlted @ tater and any State wnd v
?n.xy;‘u—} ’)\v,‘.u:x‘).r wha, vnde: existing contract, ars entltlsd (o take in and o siave

&f e substances now undlizsd fereovndar produced frov any ‘ract, shall heresfler

e antitied to thw right to txke v Yind Leixy share of e darlzeed substancez alis-

rated to auch fract, aad Unit f)pecatiu’*. or tn wnae of the sneratison of a wetl by a
#warklog interect owner a8 neesnoin sacedal cares provided for, such worklag
interest nvner, sha 1 mrate deliverivs f such eovalty share taXen o %ind 4 con-
forys iiy with tag avslicatle cosutracts, laws, and regulaticrs, “ettlament fov
royally intevest nat takon in %lad shioll he tmade by working interedt owners vospon-

8itle therefor under avioting vontractz, laws &od regulations on or befora the last

e

day of aach month {or umtize ! substarces producesd during tha vreazeding calendar
mont); oravidad, hovxcvvé, vrat nothizp herein coataingd shali nperate to r;&iéve_
the lagsees of any lnad fram theit rasnsctive leass :‘:i;l_igari;):x:: {nr the Dayr.ent of
any royalties due under their inxses,

If gas chtained fror. linde pot subject to this v ocer ent ie introduces into
nny warticlpating aves herevvler, (o2 was fu veprespesing, sticcul tion 3f pro=-
Cuatiun.‘ or increaciny mltirsate vacavary, which ghall b2 1o conforn ity with & nlan
firat epprovad by the Supoyvisor, the “tats Tornsiseloner, and the “tate Tomrnie-

p

slon, a ke amount of gus, wirter settlerment 53¢ hereln provide] for any gas 'ranes

forred Iron. aany other paribudpeting area and with Ave <dlowincee for ‘oss o danle-

B

-

ton from any couse, vay be withdraw n from the {ormation 4o whachk the ga~ wae
introduced, royalty froc as to fvy gar, Uni rot is to wne products extracied there-
fron:; nxovided that suct witzdoawal shall he ag ch_-‘:: tirve Az 2y be provided in

the plan o{‘o.peratimm oy ax pay otharwiss be coOngented te by the Tupervisor. ti';n

- -

State Coropritsioper and ths ¢ ote Lo g aestog d3 ol lstiiag to gooed petroicun:

»

vagineeying pracrics; 219 provided further, thet such rmeit of withdzawsl i)l

]

terr inate on the terminztion 57 v unft 2groemeat,
Toyally due the Unitad “tatee 407 he vamouted o5 araviied ig the sperating

reguiations ond paid {1 value =r deliveed 1n vind s {-j E3! unttlzes 5 xtinces on

the basis of the amounte the_reof allocated to unitized I*'c.«dérfll land a» provided herein

at'the rates apeclﬁed {n the respective Federal loazes, or at :uch lower rate or rates’
- 1d -




SUPR——

“
i

88 tray be authorized by law or regulation] provided, that for leasas on which the
rovalty rate depends rm» the deily average producilon per well, said nYerage pros
duction shall ba detern i.-xr-.:f ih actordance with the oparating rmgulaudnn as though
aach particlpating area were a single consolldated lease,

" Royalty due on account of hiate and privately swaed lands ahal} be con:puted
aad vaid on the brsis of all unitized substances aliccated to such lands.

1% RENTAL SETTLEMENT, dsutal ox n.inin:un; rayalti@s due o0 Jeaves
committed herete shall be psid by working intarcat ownaras reasonsibie therefor
ander existing contraciy, iaws, and régalation.:u provided that nothing hereia con-
tainé_d shall operéte to »ra‘iieve thé lessees of any land from: their recpecti‘ve'l‘ea se
obligations for the payrr.ent of any rental or minimum royalty in lieu thereu!f due
under their leases. Rental or mininuns royalty for lande of the United States sub-
ject to shiz agrearneat snail be paid av the rate spocified in the respedive lea s?s
from the United States unless guch rentnl or ivdnin us« rogalty is walved, suspcnded‘.
or reduced by lav: or by appraval of the Secretary or his duly authorized rapresen-

+

tative, i .

Kentals on State of Newy Mrexico lands svbiect tu this apreement 3hall be paid
at the races specified in the respective ieases,

Viith respect to any lease on uon-Federal land containing prbvlsions which
would terminate such feass unless drili’iug operatinns were within the tire thérein
apecificd commenced upbp the land covered thevaby or rantals paid {or the privilege
of deferring'such c‘rriliing puretions, t-‘:l"»' renial: n>:c;u§red thereby snaii, notwlth-
standing any other aroviston of this sprrewroni, Le deered .zn accrue and becone
payable during the teriw ‘heraof as exzended by this agreamrent and until the required
drilling c;pe:aticﬂs are corumenced upon the land covercd theceby or some poxjtioa

of suct land te included witsin a particlosting ares,

16, CONSERVATION. Operations hereunder and oroduction of unitised sub-
stances shall te conducied to provide for the r:ost ecomomical and efficient recovery
of eaid substances withoui waste, as defined by ¢r pureuant o 9:&?«: or Federsl iaw
or regulation,

7. DRAINAGE, The Unit Gporator shall take appropriate and ad.équat‘v

measures to prevent dralnage of unitized substances fromr unitired land by wells



on land not subject v thie agraar. o, ur, @itk vric: congbn ot .e’::i:-acmr aned
tlhe Zrate Coremissioner, purruant to soplicable rejulations poy o falr 1ud reasou-
able cor pensatory coyalty,

I8, L¥WASEHYS APV CTMTRACT S b 20 M AN INTHNGSD, The terr s,
conditions, and nrovisions of all leanes, subleaues, ana sther contracts relating to
exploration, drilliug, Jevalapeient, 20 vpar.tione far oll o2 gas of lands conimitted
to this agrenn ent arg bt-rtty eregsiy oroified avd aneaten (o tas exient uecesvary

1o jrake tie same nenldren o tha provisiong hereod, ol orherwise to remain in full

force and effect: and the saciies cxzetd hurehy consend that the fecretary 3s to

Federal 12ases ~ad the Rlais Corerizvioner &, 10 e lerees sinll and «ach by hia

approval heveosd, or by the approval hareof bty hls tuly authorizers representative,

does hereby establish, alter, change, or revore the drilling, producing, rental,

minivuir, royalty, and royzlry requiramentz &0 Federat and 2late leasee con milted
’

hereto and the raygulatione in raszect tnereto {7+ conior

el

said reunirorsants (o thae

3

provisions of thie s,vees ¢y, and, withaut Mo lliag the geuerallity of the foregoing,

all laases, subleasey, and contracte are narticnlacly n.odified in accerdance with

the follcwing;

{a} The Jevelopn 2t and voeration of laada subiect 1o this igreetrent undey

g

4
By

the tersr s . recl sbull pe darerned fali serfreriincs of all obligations for develop-
N E-14 &

ment aud ooeration with respact 10 esch #nd every parl of sevsrately owned

-

traci sublect {0 this 4 v22 ent, regardlees of whether thiore is aay developtr.ant

of any pariicular part or tract of the uait 2:ea, aotwitaziandiap aaythiag to the

contzary in aay lease, cuerating agreemment or olher contract By iid belween

the parilcs hereto, or thzir regpective prsdecessors in interest, or any of then:,

(L) Deslling and prod wing, nezcatioas porfory.od hereunder apoon 2y tract

of unitizad lagds will he xeceoted nl zcen ed to e perfurmed upon and for the

of geeb and svery tract of ueitized laud, ang! no leavs shall te deerr 26

10 expire oy reason of faiiure o doill ov oroduce walls situiies oa Kiwe laad
: thezein eanbraced,
{c} Guscension of drilling »r oroducing oparations on all unitizgsd Jands

.

pursuant to direction i conyoat of thwe Cecreiacy and ths Tixte U pomissicasr,

or their duly authorized represcurative, 2hsli be laci-ed to coustituts such

- 16 -




tunnension puravant to such dHrection or consent us to ench and every tvse
»f unitized laud,
{d) Zach lease, aubloare ov contract r—iating (¢ the exploration, deilltng,

develapment or soeratice foe ol o¢ 2as 24 innde, Hther than those of t.r Unbted

3
.

Clates and Sine o T

o e, e roitted o thie asecenient, which, hy tts

oxtended heyond 1ny gurh tera aa provided thrvein sc that it shall he caontinued

in full forces and effect for and duecing the tern: of this agreewment.

/.-

(¢} Any Fedeval lease ‘91 o fixesd tavn of twanty (20) years o1 nny renewal .
therzof or any part of such taasa which 1e :ngde subfect-to this agreement shall

continue in force beyond the tern provided therein until the terreination hereof,
. f/"
tay other Federal lease norniited herets shisil continue in force beyond the

%) ’

term 30 srovides theresin o by law as 2 the lan’ conw-itted go long a5 such
leage rerains sublect heoveto, providso that production is had in naying cuvatities

unde; this unit agraement arior (o the s~x.iri1tion date of the tare of yuch lease,

or in the avent actuil drilling operations are comirenced on'uaitized jand, in

0y

acenrdance with the provisiang of this agresmen?, prior (o the end of the pri-

wary terre of sach lease cod ave Yol Algerily orasecute® 2t that time, sach

lence shall be exterdsd fuv o yeara vuad 22 tony thereafter as Gi} ar gas i3

vroducad {n paying guabiiciv : i cecorgance 7 iti the provisions of the Minvral

i~

Leaging 2¢: Ravisior of 1245,

{f} Tach sunlease or cuntract relsting £ the operation and dcvelopnent
of unitized substances frov: lands of the United Ttates comnitied to this agree=~

mment, which by its texos would exvire prior to the tirv e 5t whice the underiying
' : .

lease, a5 extended by the romediately vreceding paragraph, will expire, is
hereby exteadad Leyond sny such terse ac provided therein 10 that it shall he

. contlnued ta fulf {arce agd effaci far and Juring tha tarni of the underlving

lease a3 such tern: ie herein extenderd,

(9] Auy leasze e bvacing fands of the “taie of Now Mexico which 1¢ made
subject to this agreement, shali coatinue §a ferce beyond the terir provided
therein x8 to the lands corrn dfted hoeveto uatl! the teradnation hereof,

-
(n) TLe segrezitiup of sny Fedoral luxer covmitted to this aves srreat is

goverped by the following provision in the fourth paragraph of Sec, 17 {1) ~f

the Mineral Leasing Act, as anmended by the Act of “eptermrber 2, 1946 (74




e

L
%,

LAk

A

Stat, TelI-784) Ay (Yode rni) lewso herotnfics o nerevfter cunaciitea to
suct {unit) plan embriciag lands that are in povt wathdn snd tn paxt outside
of the arvea cavered by auy such plan shall ba segrapated {ato separate leaces
aés to the lands connndtted wod the Jands nat cor axltted &3 of the effective dote

of unitization:  'rivided, however, that any such lease 12 to the nonunitized

portion ahall z‘.-;utinue in force and effect for the term tharec! but for aot lesu
than two vsars from the date of suc-h(:wgm;;ation and g0 loay thercvalter as oil
or ges s aroduced in aying qu,m;tities.

{i) Aany leaae esvhracing lands of the “tate of Now Mexico having aniy a
portion o7 172 lands corcnittesd! heretoy, snall ba inpregited as (o the portion
comriritted and the portion aol vcl.m-;-r,-'.itttd. and the provisions of such lease
slall apply reparsteiy (o such segrepgated poriions corrmeancing as of the
effective date hereof; pruvided, howevaer, n-:;twithstsd;';iny any of the proviéions
of this agreer em i the conlrary zuy }2avs ermoracing leads of the Stata of
New Moxico hvday anly 2 cortion of ite taw Yo rarm gnitted her ato shall continue
in full force an !l effact beveond the texr provide? theveln as 9 al! lands erhraced
in such lemge, if 3ii ov pas ie decovered and i& capable of seing produced in '
paylag quartities fiom rore 2. of thae ‘i;m T be chr zod in fach logee wt tfv./
expiration 3 the secordery tern of sucl l§ tae or i, ai thy emi-ation of the
secoidary term, tae ! edsee ar the T udt perator ls thea enu.ged in ban (ide
Jriliing er reworting sperations ou =O0me part of the jahds erchraced ia such

| lease, the sa-e, as to 1) 1ands ern araced thorein, 20al1 renain in full forcs
anl offe ét ae long 36 suca onerations ars teing diligently aresacuted, aad i
tney resnlt in the arodveticn of oil or pa¥, 3aid leawe sh=ll continue in fuls
fores »nd offect a8 to ali of 1he lands 2v Liraced therein, so loaw thersufter 29
ail or gas ia paying quautities {8 Lejug wroduced fron any portinn of said fands.

13, COVINANTE IUN WITH LAND, 5 he coveannts hersin sma'! be construed

tc be covenants running with tha land with reanecl to the interesi of the partien he-:e>-
to and treir succedkors in interest until (his agresinept®rmanntes, and any grong,

traasfe” or ¢onveyance, of inteveat in laud ov Iengre sublect herete chall e and
hereby is conditioned upon hz wezumiption of 31 grivilers s and ouliortions hereunder

by the grautee, tranigtsces, op other auc cawar in faterest, No accliarceat of tranz-
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R

in }is d{agzrétlon the qiantity w0 rote of prodostion nntar -tbis ip rren 2nt when such
| gquantity and rate iz nt;t fixed pursusnt to Federal or State law or does not conforem:
to any state-wide voluntary concarvation or gilo::‘atiod vrograrm, which is est«blivhed,
recognized, and penerally adherad to by the : vfarcity of op:-,r\’torf« i vuch Ntate, 1».:.ch
;uti\\>rity heing heveby i rviln-.i tw-a atteraciog ar reudificarion in the pnl\lic' intereut, the
purpose theaveof 1ad the puldc intaresi (o he sceved thoveby (o he stated In the order
: | of alteration or madlficetion, “Mithon! regard (o the Toregolne, the Dicector 38 also

hereby veited with authorirv to alter or nodify froo tin s o time io Me dscretion

T g

™.
P

the rate of prospectiay ans Jeveionment and tia quantity and rate of production under

this agreement vien such alteration or modification ia {eithe interest of attaining

. i
the congervation oujectives stated {n this agreaneil and is not in vioiation of any

-a.p,a’.i;:able Federal or State law,

Vowers in this section vasted in the ( iv;-err?_rzr #nall only He axcrcised after
notics to Unit Deoerator and opoortiadty for heariny o be held not jexz than 15 days
froo notice,

22, CONF L!C‘T OF SUPEAVISION, Helther the Uait Cpsratar nor the
working iutereay IWHET I NOT sy of therr shall bz sunlect 1o any forfeiture, toro -

ination ¢r expirailon of auy righie herzunder or under an/ leasers or contracte

&
3 Unit Operator, working interest awners or auy of ther are hindered, delayed or
£ prevented {ror: coirplying therewith by rexaon of {ilure of the Unit Mperator to

&
B

or in part to cornply with any sunllicabic provizion thereaf to the extent that the

obtain in the exerciae of due dilisenre, the concerrence of propayr =cpredgentniives

of the United States ynd propey s2uraxentatives of the Flate of New Medoen in and

S

about anv mratters ur thine concecaing whish iz is ryguirad herein Nat auch con-
currence be obtsianc, Tre varties hereto, including tha “tate Coirni- sion, agree

that all powers and authoriiy rerted 1o the Stats Conndision ie 201 by apy vrovi-

gfonn of thiz agrec ~ent ave

<

cst23 n tbe “tte Comrinsion and 22l Le exercised

&

by it pursuant to the nrovisiona of the lawy 34 the Jizte af New Nevien wnd subject

Veste

In any caee to appeal o1 fudclul review as navy ner o areafler be pravidled by the

»

laws of & tate of MNaw Rexico,

.‘,,
L9
-
P
2
.
-

et Oioerator she 1, afler novice to other partiex




affected, have the right to appear for and an behalf of any anl 1l intereste aifected
hereby before the Departmeut of the Interioy, the Corcmissicner of Tublic f.ands
of the State of New Mexice asd the Wew Mexino (Ml Conservation Cenmiscion and
to appeal {rom orders issued under the regul-tions of said Department, the State
Gommission or State Cow missioner or to appiy for relief fyom any of sald regule~
" tionz or in any proceediape relative to operations bafore the Department of the
Interior, the State Cowmissioner, or State Corsoission or sny other legally con-
atituted authority; é:-rovi-hed. nowever, that suy other intcreestes party shall also

have the right at his own expeuse ta be heard in any such proceeding,

24, NOTICES, All notices, deman<ds oxr staterrents required heranadsr
to be given or rendered to the parties herets shall be ceenied fully given if given

in writing and personally delivered (o the paxriy or sent by sostpaid registered

rmail, addresased to such party or darties st thelr respective addresses set forth
in connection with the signaturses hereto or to the ratification or consent hereof
or to such other address as any such par;y may have furnished in writing to pai-ty
sending the notice, derrand or statement,

25. NO WAIVER OF CERTAIN RICHT 4. Nothing in this sgreement con-
tained shall bhe construed as i y.:iw‘r Hy aay varty hezato of the right to assert any
legal or constitutional right or defenis 1e (< tho vilidity or invalidity of aay I
of the Ttate wherein s~ 14 umtizc'i Innds are located, or of the United States, or
regulations iasued thereunder in any way affecting snch party, or o= . waiver by o y
any tuch party of any righ’ tevond his or {t& a tvhorit;_f to asive,

26, UNAVCIDABLE DTLAY, All obligations vnder thig agreement fequix-
ing the Unit bperatar to corrmrence nr contingue drilling or to vperate on or produce
upitised .aubsunces from: any of the lands covere i by this agreerment shall be sus-
pended while, but only so lony as, the Unit Onerator desplte the exercise of due care
and diligence is prevented from corplying wita -auc'n obligations, in whole or in

pazrt, by strikes, acts of God, Fedaral, tiwale, or nmunicipal law or s5gencies, un-

avoidahle accidenta, unruntrollable delays in transportation, inability tc ohtain
aecessary rraterials in open r: arket, or vinesr wiatters heyand the reasonatle con-

trol of the Unit Gperator whetiher sinrilar to niatters herein enumerated or not,

- 21 -
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27. NONDISCRINMINATION, In connection with the performance of work
under this agreement, the operator azrees to comply with all of tha provisions of
Seaction 301 (1) to {7} Inclusive, of Executive Order 10925 (26 F. . 1317), which
are hereby incorporated by referance in this agreen-ent.

28. LOSS OF TITLFE. In the event title to %my tract of unitized laad shall
fail and the true owvner cynnot be iuducea to foin in this unit agreement, such t!ia.ct ‘
shall be autonratically regarded 1s not comu-itted hereto and thera shall ba gsuch
readjustment ;)f future coets and benefits as nay be required on accounat of the loss
of such title. In tSe eveut of a dispute as to t.itle as to a:rzy.rd’yalty. working interest,
o; other interosts lu‘aj_e:.-t the reto; guy'mén‘. or dalivezry on account thereof may he
withheld without liability ‘or interest antil toe dizpute is finally sbttl_ed; provided,
that. as to Federai‘and State land or leases, no payments of funds due the United) '
State; or the State of New Mexico ghould be withheld, hut such funds of hte United
States shall be deposited 15 directed by the Supervisor and such !un&s of the <tate
of New Mexico shall be deposited as directed by the “‘tite Con'niissioner to be held
a? unuearned money peading fins] settlement of the t.itie dispute, and then applied
as earned or rc;,mrned in accordance with such final settice-ent,

Unit Operator as such ie relieved from any reaponsibility for any defact
or failure of any title heveunder, |

29, »NON-JOI&DER AND SUBSDOQUENT JCINDER, U the owner of any
substantial interest in a tract witbin the unit area fails or refuses to subacribe
ar Congent t¢ this aéreezr ent, the owner of the working interest in that tract nay
withdraw said tract from this agreament by written notlce to the Director, the
State Cqmmissioner, and the Unit Operator prior fc the approval of this agrean-ent
by the Director. Any oil or gas interevts in lands with‘in the unit area nat con'mitted
hereato pricr to subnriszion of this agreament for final approval rray thereafter be

committed heretn by ¢82 S ner of owners therznf subscribing or consenting to this

sgreer.ent, and, if the interest {s a working interast, by the owner of such intere st

also subscribing to the unit operating agrees.ent, Afler operations are comrmenced

hereunder, the right of subsequent joinder, as provided in thie section, by 1 working
tuterest owner is subject to such requiremrente or 1pprovals, if any, pertaining to

such joinder, as may be provided for {n the uait opérating sgreement. After fin.d

- 22 -
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avpzoval asrenf joinder by a4 non~vorting huoerdst oswnsr e be v oosentad ta in
writing by the working irters s cwner coornn dite htee ¢ 2n ! responsidble jor Ui nave

ment af aay benefite that £ v acorne (grevadsy Wa hecodf of sach aso-warking interest,

Joinder by sy orvieer of npspn-woriiar iafarect, o aay tia e, 1huat e cocuytonved by

approprirte fwindse Uy the owacs o~ Hle oo oot vosking:

-

the intern e Do cagarded asz comn vted hereto, Jodnder 10 jhe wnit s groomant by

a working «intorust wwner, at any tir 2 nus be Lgeorrpanied by wvoropriatae joiadey

to the ualt operating agreerrent, I noare than one 2owarsitted worring«latarest oornny

iz involved, In creer for e intorest to boe vegarded o2 corplitte? 1o this uadt syreg~ -

ment. Fxcent . § ray ctheowise e - o o provided subancaent jadaiors o tige

ageeement shail be cffrctive as oy tas first Sy of the wognth Gliowing e Hiliug

with the Tupervisor, ha “trte Cowrmiasaioner nd th 2 “tate Toranirgion of dady
L4

exncuied courternarts of all or sny weners pecsagary b eatabiis’. offeative con it

mént of cov oot ta this avroanent wnleay anisition to guch julnorr Uoduly veadle

within &0 days Uy the Tdrecter, Stare Durrrsiones, o ale Joroncission,

b}

counlzrpazis no ens of ko e cin te Ly sreeied by Db woortier o0 vy ve oatHed

or ¢onsented ¢ Ly Sepasar: insivoreeat ool o osnetifiac By veferring Lavals

shall be bindlny wncr 73 Caee marties »hs hicve exeenied such o mwwaraard, ~ati-
fication, c-’:- congent beyeto ~dt: bno gan e fooce and affect o2 i 561 o puetllns lx-s.;i
nad (ne sarme Aocurient s resor-tiens cFaelother tr et tie ceecuared v 1L
other parties Larndag oy ol ing 2o dvoereasr in the laads wiinin dhe thave-dagarihe! ‘
unit aras.
IN wTENS - k U NF, e atiios naretr hoave colntd ttis aprezriont In

ne sxecuted anc get opLaite thelr reasoctive anroe fhe 4 ore of seeut o, ;

T




PAGE 2

e ——
BEFORE THE
OIL CONSERVATION COMMISSION
S santa Fe, New Mexico
November 8, 1962
o
- z% IN THE MATTER OF¢ E
| %i Application of Curtis R. Inman for approval :
o i3 of a unit agreement, Eddy County, New Mexico. @
: j% 3 Applicant, in the‘abome-styled cause, seeks H CASE
approval of the Carnero Peak Unit Area com- :
» = prising 12,151 acres, more or less, of State, 3 NO. 2683
‘ &) Federal and Fee 1ands in Townships 22 and 23 3
E: ' South, Ranges 24 and 25 East, Eddy County, ¢
» New Mexico. e
. g .
. B |
y- BEFORE?
LB
] E: pDaniel S. Nutter, Lxaminer.
i i5 :
- gg gg TRANSCRIPT OF PROCEEDINGS
B % §§ Wi NUTTER: The next case will be 2683 .
X
g o ' MR. DURETTE: Case 2683. Application of Curtis R.
H EE " linman for approval of a unit agreement, Eddy County, New Mexico.
B ,
. = WR. RICHARDSON: Randolph M. Richardson, Roswell, New
o
,_” Eg Mexico, representing Mr. Inman. I have one witness, Mr. Curtis R.
‘&i Z Inman.
2] [ .
P ;g %é (Whereupon, Exhibits 1 through 5, inclusive, marked for
‘ _ i% sdentification.)
1 b otk
:tjgyrr1s R. 1IN M A N, the Applicant, having been first
h duly sworn, was exanined and testified as follows:
DIRECT EXAMINATION
o BY MR. RICHARDSON:




FARMINGTON, N, M,
PHONE 325.1182

SANTA FE, N. M,
PHONE. 983-3871

DEARNLEY-MEIER REPORTING SER VICE, Inc.

ALBUQUERQUE, N, M.
PHONE 243.6691

Q Mr. Inman, have you ever testified before the 0il
Conservation Commission before?

A No, I never have.

Q Would you state your educational background, occupation,
and experience which would qualify you to testify in connectién
with the Carnero Peak Unit?

A Well, I don't have any professional degree in engineer-
ing or geolagy. I graduated from'college. My qualifications, as
such, would have to be based on practical experience. I went to
’Midland in 1937 and starved out as an independent oil operator,
and have been continually in that capacity since that time. Being
a small independent, I have had to handle all phases of thé drill-
ing and development and completion of wells during that time.

I have had to evaluate the geological reports that were submitted
to me, and worked with geologists. I might say that the geologist
who worked for me on this particular instance would have been here,
but he was called out on a well and was unable to attend, so he
and I are the only ones with the sufficient background to testify
in this particular matter.

| MR. NUTTER: You are an interested party to this Unit
Agreement and have a working interest in the unit?

A Yes; it is my Unit Agreement.
MR. NUTTER: Please proceed, Mr. Richardson.

MR. RICHARDSOK: Are the qualifications acceptable?

MR. NUTTER; Yes, sir,
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PAGE |,

Q {Ry Mr. Richardson) You have before you a geological
report consisting actually, I think we marked the exhibits 1
through 5, it is all part of the geological report. I wonder if
you would go through the report briefly with reference to the'maps
and cross-sections and what-not, and identify the different maps
and state briefly in your own words the contents of the report and
what the report shows, and your recommendations.

A Well,this is strictly a wildcat area, and the geological
report has dealt mainly with the subsurface interpretation from
wells that were drilled immediatelv .adjacent to the proposed1unit.
The wells drilled, the three wells drilled in the area are on the
flanks of an anticipated subsurface structure. The Stanolind-
Guadalupe Hills well, which was drilled in the northeast corner
of the unit, is an anomelous well, and I believe probaSly would be
the reason that this subsurface structure js set up. Regionally,
the dip is to the East from the dry hole drilled by Northern- |
Natural McKettrick well, going Xast tc the Stanolind well, and
further East to the Honolulu-McKettrick well. However, the Stano-
lind well is approximately 150 feet high on the Devonian, to the
Northern-Natural well, where regionally it would be anticipated to
be quite a bit lower.

Going beyond that interpretation, the logs of these three
wells show that the horizons that could reasonadly De sxpecied wu

pfoduce cil are present in all of these wells. The logs, sonic

Logs,—micro—logs-—show-that—thex




DEARNLEY-MEIER REPORTING SERVICE, Inc.

FARMINGTON, N, ™
PHONE 325.1182

BANTA FE, N. M,
PHONE 063.39871

ALBUQUERQUE, N, M,
PHONE 243.6891

PAGE 5

rot seen it, it is not mine. Just by putting the unit together

that if there is the anticipated structure, you might reasonably
expect to obtain ¢as and oil; it is probably a gas prospect, rather
than an oil prospect.

There has been a little seismic work done in the area. I havel

and discussing with the companies, I have determined that any
seismic work that has been done in there is, very generally it has
been rather ex@ansive, and the interpretation froh it has been |
quite unfavorable.

Q Mr, Inman, the size of the unit, could you give the
Coﬁmission those figﬁres?

A Yes, the unit's total acreage is 12,151.4 acres. There
is approximately 9700 acres of Federal land, 1900 acres of State
land, and 422 acres of Fee land.

Q Mr. Irman, this report was prepared by a Mr. Dan L.
Ward, consulting geologist, cf Midland, and‘the'report, that was
prepared for you and under your supervisign; in other words, it
is your report, done for you at your ihsistence?

A Right.

< You did mention the seismic and gravity surveys to
which you do not have access, but actually it was not & report:
based primarily, or a--

A It's based solely on surface aind subsurface control,

plus the fact that there is a known surface structure in that.area.

& In the report, Mr. Inman, you mentioned. or Mr. Ward

®©
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FARMINGTON, N, M,
PHONE 325.1182

N. M.

PHONE 983.3071

SANTA FE,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,
PHONF 243.869)

does, mentions a incation for the proposed test well near the
common corners of Sections 29, 30, 31, and 32. I wonder if you
would tell the Jommission if this is a definite location, or
projectéd; or approximabely wnere you would intend to drill?

A It is not & definite location in that it hasn't been
staked as yet; but it is as close Lo the location as I can deter-
mine it at this time. The surface conditicns and all play some
‘part in the location of the well in that area; it's quite a rough
area. |

Q Mr. Inman, can ycu tell the Commission if the unit area
has been designated by the United States GeologicalVSurvey as an
area logically suitable for unitization?

A It hae.

Q Can you tell the Commission whéthcr or not the Unit
Agreement has been submitted to the Commissioner of Public Lands
of the State of New Mexico for his approval?

A It has been approved as to form and content.

Q It has been commiﬁted, and has been approved as to
form and content by the Commissioner of Public Lands?

A Yes, it has.

Q Mr. Inman, essentially do you feel that the unit area
covers all, or substantially all of the geological structure?

4 From the information-we have, it does.

Q In the event of a discovery of unitized substance in

ly |
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FARMINGTON, N, M,
PHONE 3235.1182

BANTA FE, N. M,
PHONE $63-3971

development and the interest of conscrvation and prevention of

waste?
4 Tt wouid.

Q In the event of a discovery of unitized substances in
vaying quantities, would the State of Néw Mexico receive théir
fair and propér séare of preduction?
A Yes, it would.
MR. RICHARDSON: T believe that is about all.
MR. NUTTER: Are there any guestions of Mr. Inman?
MR. RICHARDSON: We would like to submit the geological
report containing the different portions in evidence.
MR. NUTTER: The documents that are marked Exhibits
1, 2, 3, and 4 are part of the geologizal report?
MR. RICHARDSON: Right, they are all a part of it.
MR. NUTTER: Inman's Exhibits 1 through 5 will be ad-

mitted in evidence. Are there any questions of Mr. Inman?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,
PHONE 243.869!

CROSS-EXAMINATION
BY MR. NUTTER:
Q Are you designated by the Unit Agreement as the uyit
operator?
A Yes, I am.

Q The Unit Agreement does provide for a test well to be




FARMINGTON, N, ™,
PHONE 325-1182

BANTA FE, N. M.
PHONE 583.3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

A _BUQUKRQUE, N. M.
PHONE 243.669!

drilled?
A It provides for a test well to be drilled to test the

LVevonisn or eleven hundred feet.

Q Is there provision in the Unit Agreement for subsequent
joinder?
A Yes, tnere is.

< What percent of the working interest in the defined
unit area has committed its acreage?

A Part of the acreage in the Unit Agreement is involvéﬁ5
in the suit; taking that acreage out, there is a little better
than 90 percent.

Q You got 90 percent of the working interest, not count=-
ing the acreage that is involved in a suit?

A Yes.

MR. RICHARDSON: It is no. signed committed. It is
an indication in oral agreement to commit, rather than actuéily
having, the lUnit Agreement executed.

Q (By Mr. Nutter) Has the Unit Agreement been executed
by any of the working interests?

A The Unit Agzreement and the Unit Operating Agreement
are in the hands of all the interested parties at this time for
their confirmation. In other words, as to the wording and the
content of it, it has been indicated for some of them that the

agreement is satisfactory.

L Q But it de not—definitely-sipned?

&




PAGE
h It has not definitely Leen signed,
2 Put the U.5.5.S5., and the State land Commissioner have
: - both indicated their approval of the form and context?
— A They both have.

MR. NUTTER: Are there any further questions of Mr.

FARMINGYON, N, M
PMONE 325-1182

Inman?

{No response,)

MR. NUTTER: He may be excused. Do you have anything
further you wish to offer?
MR. RICHARDSON: No, thank y»nu.

MR. NUTTER: Does anyone have anything further they

DEARNLEY-MEIER REPORTING SERVICE, Inc.

1 :'E

zg |wish to offer in Case 26837

B %E {No response.)

- “a

- MR. NUTTER: We'll take the zase¢ under advisement.
i
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BEFORE THE

el OIL CONSERVATION COMMISSION

h Santa Fe, New Mexico
November 8, 1962

.o

IN THE MATTER OF: :

P

- N o

4L1C

a unit agreement, Eddy County, New Mexico. :

plicant, in the above-styled cause, seeks : CASE
approval of the Carnero Peak Unit Area com-
prising 12,151 acres, more or less, of State,
Federal and Fee lands in Townships 22 and 23 :
South, Ranges 24 and 25 East, Eddy County, :
New Mexico. :

igation ¢of Curtis R. Inman for annroval :

EARMINGTON, N, ™M
PHONE 325-1182

Ap
of
Ap

.0

NO, 2683

BEFORE :
Danlel S. Nutter, Examiner.

TRANSCRIPT OFR PROCEEDINGS

SBANTA FE, N. M.
PHONE 983.3971

MR. NUTTER: The next case will be 2683.

MR. DURETTE: Case 2683. Application of Curtis R.

ot

nman for approval of & unit agreement, Eddy County, New Mexico.

MR. RICHARDSON: Randolph M. Richardson, Roswell, New
Mexico, representing Mr. Inman. I have one witness, Mr. Curtis R.
Inman.

(Whereupon, Exhibits 1 through 5, inclusive, marked for

DEARNLEY-MEIER REPORTING SERVICE, Inc.

identification.)
f X 22 23

ALBUQUERQUE, N, M
PHONE 243.6691

- CURTIS R, I NMAN, the Applicant, having been first

duly sworn, was examined and testified as follows:

DTRECT EXAMINATION

BY MR, RICHARDSON:
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FARMINGTON, N, M,
PHONE 32%.1182

SANTA FE, N. M,
PHONE 983.3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,
PHONE 243.66931

Q Mr. Inman, have you ever testified before the 0il
Conservation Commission before?

A No, I never have.

Q Would you state your educationai background, occupation,
and experience which would qualify you to testify in connection
with the Carnero Peak Unit?

A Well, I don't have any professional degree in engineer-
ing or géology. I graduated from college. My qualifications, as
such, would have to be based on practical experience. I went to
Midland in 1837 and started out as an independent oil operator,
and have been continually in that capacity since that time. Being
a small independent, I have had to handle all phases of the drill-
ing and development and completion of wells during that time.

I have had to evalﬁéte the geologicél reports that were submitted
to me, and worked with geologista. I might say that the geologlst
who worked for me on this particular instance would have been here,
but he was called out on a well and was unable to attend, so he
and I are the only ones with the sufficlent background to testify
in this particular matter.

MR. NUTTER: You are an interested party to this Unit
Agreement and have a working interest in the unit?

A Yes; it 1s my Unit Agreement.
MR. NUTTER: Please proceed, Mr. Richardscn,

MR. RICHARDSON: Are the qualifications acceptable?

MR. NUTTER: Yes, sir.
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Q (By Mr. Richardson) You have before you a geological
report consisting actually, I think we marked the exhibits 1
through 5, it is all part of the geologlical report. I wonder if
you would go through the report briefly with reference to the maps
and cross~sections and what-nqt, and identify the different maps

and state briefly in your own words the contents of the report and

FARMINGTON, N, M
PHONE 325.11682

what the report shows, and your recommendations.

A Well, this is strictly a wildcat area, and the geological

report has dealt mainly with the subsurface interpretation from

AN My

wells that were drilled immediately adjacent to the proposed unit.

The wells drilled, the three wells drilled in the area are on the

flanks of an anticipated subsurface structure. The Stanolind-

Guadalupe Hills well, which was drilled in the northeast corner

BANTA FE, N, M.
PHONE 983.3971

of the unit, is an anomalous well, and I believe probably would be

the reason that this subsurface structure is set up. Regionally,

the dip is to the East from the dry hole drilled by Northern-
Natural McKettrick well, going East to the Stanolind well, and.
further East to the Honolulu-McKettrick well. However, the Stano-

1ind well is approximately 150 feet high on the Devonian, to the

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,

Northern-Natural well, where regionally it would be anticipated to

PHONE 243.6691

be quite a bit lower.
- Going beyond that interpretation, the logs of these three

wells show that the horizons that could reasonably be expected to

-produce oil are present in all of these wells. The logs, sonic

L_lnss+_minng_lﬂzﬂ_§h9w that there is norosity in these zones 80
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PAGE 6
| does, mentions a location for the proposed test well near the
common corners of Sectlons 29, 30, 31, and 32. I wonder if you
would tell the Commission 1f this is a definite location, or

projected, or approximately where you would intend to drill?

A It is not a definite location in that it hasn't been

FARMINGTON, N. ™M,
PHONE 2325.1382

staked as yet; but it is as close to the location as I can deter-
mine it at this time. The surface conditions and all play some
part in the locatlion of the well in that area; 1t's quite a rough
area.

Q Mr. Inman, can you tell the Commission if the unit area

has been gesignated by the United States Geological Survey as an
area logically suitable for unitization?

A It has.

SANTA FE, N. M.
PHONE 983.3971

Y
b Q Can you tell the Commission whether or not the Unit
b

Agreement has been submitted to the Commissioner of Public Lands

b

e of the State of New Mexico for his approval?
B
y A It has been approved as to form and content.

e Q It has been committed, and has been approved as to
L
: form and content by the Commissioner of Public Lands?

b

DEARNLEY-MEIER REPORTING SERVICE, Inc.

A Yes, 1t has.

PHONE 243 66931

Q Mr. Inman, essentially do you feel that the unit area

ALBUQUEROUE, N, M.

el covers all, or substantially all of the geological structure?
A From the information we have, it does.
Q In the event of a discovery of unitized substance in

__paying anantities, would the Unit Agreement promote the orderly
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development and the interest of conservation and prevention of
waste?

A It would.

Q In the event of a discovery of unitized substances in

paying quantities, would the State of New Mexico receive their

FARMINGTON, N. ™
PHONE 325.1152

fair and proper share of production?

A Yes, 1t would.

MR. RICHARDSON: I belleve that 1s about all.

MR. NUTTER: Are there any questions of Mr. Inman?

MR. RICHARDSON: We would like to submit the geological
report containing the different portions in evidence.

‘MR. NUTTER: The documents that are marked Exhibits

SANTA FE, N. M.
PHONE 983.3971

l, 2, 3, and 4 are part of the geologlcal report?
MR. RICHARDSON: Right, they are all a part of it.
MR. NUTTER: Inman's Exhibits 1 through 5 will be ad-
mitted in evidence. Are there any questions of Mr. Inman?
CROSS-EXAMINATION

BY MR. NUTTER:

i
DEARNLEY-MEIER REPORTING SERVICE, Inc.

Q Are you designated by the Unit Agreement as the unit

ALBUQUERQUE, N. M.
PHONE 243.6691

operator?
|- A Yes, I am.

Q The Unit Agreement does provide for a test well to be
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DEARNLE

ALBUQUERQUE, N, M.

'ING SERVICE, Inc.

’
d

SANTA FE, N. M.

Y-MEIER REPOR

FARMINGTON, N. M,

PHONE 983.397

PHONE 243.6691

drilleds

PHONE 325.17a82

>an indication in oral agreement to commit, rather than actually

'are in the hands of all the interested parties at this time for

PAGE 8

A It provides for a test well to be drilled to test the
Devonian or eleven hundred feet,

Q@  Is there provisian in-the Uait Agreement for subsequent
Joinder?

A Yes, there is.

Q What percent of the working interest in the defined
unit area has committed its acreage?

A Part of the acreage in the Unit Agreement is involved
in the suit; taking that acreage out, there is s little better
than 90 percent.

Q You got 90 percent of the working interest, not count -
ing the acreage that 1s involved in a2 suit?

A Yes,

MR, RICHARDSGN It 18 not signeq committed. It i1gs

having the Unit Agreement executed.

Q@ - (By Mr. Nutter) Has the Unit Agreement been executed
by any of the working interests?

A The Unit Agreement and the Unit Operating Agreement

their confirmaticn. In other words, as to the wording and the
content of it. 1+ hes SSein imdicated I'or some of them that the

agreement 1is satisfactory.

Q But it is not definitely sigged?__*_‘_____*_____g‘__w___J

L




DEARNLEY-MEIER REPORTING SERVICE, Inc.

FARMINCTON, N. ™
PHONE 325.1182

SANTA FE, N, M.
PHONE 983.3971

PAGE G

ALBUQUERQUE, N, M
PHONE 243.6691

A It has not definitely been signedl D
Q But the U.S5.G.5., and the State Land Commissioner have
both indicated their approval of the form and context?
A They bcih have.
MR. NUTTER: Are there any further questions of Mr.
Inman?
(No response.)
MR. NUTTER: He may be excused. Do you have anything
further you wish to offer?
MR. RICHARDSON: No, thank you.
MR. NUTTER: Does anyone have anything further they
wish to offer in Case 26832 | |
(No response:)

" MR, NUPTTER: We'll take the case under advisement.

s
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8 BEPORE THE OIL CONSERVATIOK COMMISSIONM
N OF THE STATE OF MEW MEXICO

, , CASE No. 2663
E _ Order No. R-2369

This cauwse came on for hearing zt 9 o'clock a.m. om
Sovember 8, 1962, at santa Fe, New Mexico, before Daniel S. Nutter
mxmtwnmumoucmtmmmatm
Mexico, hareimafter referred to as the Commission,” in accordance
with Rule 1214 of the Commission Eules and Regulatiomns.

WM, on this _ 21st dsy of November, 1962, the Commission,
amhﬁnmﬁnm&“ﬂnmﬁuﬁu. the
evidence adduced, and the recommendations of ths Examiner,
Daniel S. Mutter, and being fully advised ia the pramises,

£ -

{1) That due public aotice having been given as required by
‘law, the Commission has jurisdiction of this camse and the subject
matter therzeof.

(2) That the applicant, Curtis R, Inman, seeks approval of
the Carnero Peak Unit Agreement covering 11,1351 acres, more or
less, of state, Mederal and Fes lands in Townships 22 and 23 Bouth,
Ranges 24 and 25 Bast, PN, BAdy County, New Mamico.

(3) mtamloftump-dcmmwturu-
mant will in principle tend to promote the comsaxvation of oil
and gas and the prevention of waste.

(1) That the Carnerc Peak Unit Agreement is deredy appxoved,

(2) That the plan under which the unit area shall de oper-
shall de embiraced in the form of & unit agreemsnt for the
lopoent and operatiom of the Carnerc PFeak Unit Area, and such
shall be known as the Carmerco Peak Unit Agreement Plan.

¥it




CASE Mo. 2683
| Ordexr Ko. R-2369

F (3) That the Carnero Peak Unit Agreement Plan is herxedy
| approved in principle s a proper conservatiocna measure; provided,
however, that notwithstanding amy of the provisions contaimed in
i salid uwnit sgreement, this approval shall not be considered as
waiving ox relinquishing, ia any manner, any right, duty, or
obligation vhich is now, or may hereafter ba, vested in the 0il
Comservation Commission of New Nexico by law relative to the
supervision and comtrol of operations for the exploration and
development of any lands committed ta the Carnera Seak Unil, oF
relative to the production of oil or gas therefrom.

(4) (a) 7That the unit axea shall be;

Sectioms 85, 6, 7.
Sectiom 18: ALl

containing 12,1851 acres, more or less.

(>} That the unit area may be enlaxged or caontracted
as provided in said plan; provided, however, tihat admaiaistrative
approval foxr axpansiom or comtractiom of the umit ares must also
be obtained from the Secretary-Director of the Commisaiom.

| (3) That the unit operstor shall file with the Commissiom
| an execwted original or executad coumterpart of the Carmexo Peak
Unit Agresmant within 30 days after the effective date thereof.
In the event 0f subsequeat joinder by any party or expansios or
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CASE MNo. 2683
Order No. R-2369

contraction of the unit area, the unit opsrator shall file with
the Commission withia 30 s theresafter coumtarperts of the
unit agreement reflecting subscription of those interests
having joined ox rxatified.

{(6) That this ovder shall become effeoctive upon the a M
of said wmit agreement by the Commissioner of Public Lamnds for the
State of New Maxico and the Director of tha United states Gecleogi-
axm.umuwmmmmuxﬂu&z&ez
82id wnit agreement. The last unit opevator shall notify the
Commission immediately ia wris of such tarmination.

[V ]
Sty

(7) That jurisdiction of this cause is retained for the
umacmwmumm-xmmaamm

musmn,cho,o-muymMW
above designated.

STATE OF NEW MEXICO o
OIL COMSERVATION COMKISSION

i S

s iiia 2Lz —

A, L. m JIx.,
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November. , 1962

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._ 2683
- 3 i <O
T i ; order No. R- égé 427

APPLICATION OF CURTIS R. INMAN

FOR APPROVAL OF THE CARNERO PEAK

UNIT AGREEMENT, EDDY COUNTY, NEW
I - °

ORDER OF THE COMMISSION

LS o Rt

BY THE COMMISSION:

November 8, 1962, at Santa Fe, New Mecxxico, before Daniel 8. Nutter .,
Examiner duly appointed by the 0il Conservation Commission of New
Mexico, hereinafter referred to as the “Commission, "™ in accordance
with Rule 1214 of the Commission Rules and Requlations.

NOW, on this_ day of _ November, 196E, the Commission,
. a quorum being present, having considered the application, the
& evidence adduced, and the recommendations of the Examiner,
5 Daniel S. Nutter , and being fully advised in the premises,

FINDS:
(1) That due public rotice having been given as-required by
n law, the Commission has jurisdiction of this cause and the subject
% matter thereof.
3 (2) That the applicant, Curtis R. Inman, seeks approval of
: the Carnero Peak Unit Agreement covering 12,151 aéres, more or
less, of state, Fedefal and Fee lands in Townships 22 And 23 south,
; Ranges 24 and 25 East, NMPM, Eddy County, New Mexico.
_j‘ : (3) That approval of the proposed Carnero Peak Unit Agree-
meut will in orinciple tend to promote the conservation of oil

and gas and the prevention of waste.

IT IS THEREFORE ORDERED:

(1) That the Carnero Peak Unit Agreement is hereby
approved.
(2) That the plan under which the unit area shall be oper-

ated shall be embraced in the form of a unit agreement for the
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@development and operation of the Carnero Peak Unit Area, and such
Eplan shall be known as the Carnero Peak Unit Agreement Plan.

(3) That the Carnero Peak Unit Agreement Plan is hereby
approved in pfinciple 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 0Oil

Conservation Commission of New Mexico by law relative to the ‘
supervision and control of operations for the exploration and
development of any lands committed to the Carnero Peak Unit, or
relative to the production of ¢il éga-gas therefrom.

(4) (a) That the unit area shall be:

NEW MEXICO -PRINCIPAL MERIDIAN

EDDY. COUNTY, NEW MEXICO
TOWNSHIP 22 SOUTH, RANGE 24 EAST

Section 23: E/2

Seetion-24e~—RAht Sectiens zo’/.?{,' b.’ Ay
Secthion—25-r——iP]l

Section—2er—BL2 Ject on 2o. Ef

Section 35: E/2 ‘

Section 36: All

&
i
L
g
2y

TOWNSHIP 23 SOUTH, RANGE 24 EAST
Section 1l: All '

Section 2: E/2

Section 1l: E/2

Section 12r—n¥l seed /5: A/

sactignli: _All
Section 14: E/2

TOWNSHIP 22 SOUTH, RANGE 25 EAST
Section 19: All

Sections 29;~add 50, 7/ 4k 3Z: Al/
Serctiomr36r—aAdl

TOWNSHIP 23 SOUTH, RANGE 25 EAST
Sections 59 AL &, 7, 4wkl £ A
sestion—6+—x%11

! eV T ey v~ 2

seetiomr—8T—ATL
Section 18: All
containing 12,151 acres, more or less.

(b) That the unit area may be enlarged or contracted
as provided in said plan; provided, however, that administrative

1 approval for expansion or contraction of the unit area must also

be obtained from the Secretary-Director of the Commission.
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(5) That the unit operator shall file with the Commission
an executed original or executed counterpart of the Carnero Peak
Unit Agreement within 30 days after the effective date thereof.
In the event of subsequent joinder by any party or expansion or
contraction of the unit area, the unit operator shall file with
the Commission within 30 days thereafter counterparts of the
unit agreement reflecting the subscriptién of those interests
having joined or ratified.

(6) That this order shall become effective upon the approval
of said unit agreement by the éommissioner of Public Lands for the

State of New Mexico and the Director of the United States Geologi-

G E

cal Survey, and shall terminate ipso facto upon the termination of

said unit agreement. The last unit operator shall notify the

—

Tesamantaey. n ,'_‘t
R ly-j, mﬂ,\t-::: ’f{”ﬂ‘i;

Commission immediately in writing of such termination.

(7) That jurisdiction of this cause is retained for the

entry of such furfher orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated. -
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PHONE MU 2.828%1
RESIDENCE MU 2.1738

CURTIS R. INMAN

BOX 737

‘ MIDLAND, TEXAS

iz e v S "v)'a
- August 5, 1963 [TV T 1Y) 2

New Mexico Oil Conservation Commission : »
i State Land Office Building ’ ’
; Santa Fe, New Mexico :
Gentlemen: *
Enclosed is a photostatic copy of a letter from the United
States Department of the Interior, Geological Survey, :
dated July 23, 1963 approving the termination of the
Carnero Peak Unit Agreement. '
Yours very truly, ’
b CURTIS R. INMAN
CRI:ef
encl.
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UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY

WAGHING YON 25.D.C

oy e [

T Gt

JuL - 31983 |

Mr. Curtis R. Inman i
¢/o Mr. R. M. Richardson ‘
Post Dffice Box 519 ‘

Roswell, New Mexico i

o

Dear Mr. Inman:

i
i
o
%
i

on July 18, 1963, effective as of July 1, 1963, Arthur A. Baker,

Acting Director of the Geological Survey, approved the termination
of the Carnero Peak unit agreement, Eddy County, New Mexico, No. 1k~ :
08-0001 -8487, pursuant to the 1ast peragraph of section 20 thereof.

AN

Enclosed is one duplicate original of the approved application for
your records. It is requested that you send notice of this approval
%o each interested working ipterest owner, lessee, and lessor at their
Jast known address.

e A . SRR S

i ) Sincerely yours,

NIE T .’

For the Director t

Enclosure
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