CASE 6779: YATES PETROLEUM CORPORATION ¢>u
i FOR APPROVAL OF THE PRONGHORN UNIT ARFA,
LEA COUNTY, NEW MEXICO
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Unit Name__ pRONGHORN UNIT EXPLORATORY
Operator __ YATES PETROLEUM CORPORATION
County LEA
=
DATE OCC CASE NO/ o EFFECTIVE TOTAL
APPROVED 0GC_ORDFR NO— R-6250 DATE ACREAGE STATE FEDERAL INDIAN-FEE
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Unit Name__ PRONGHORN UNIT EXPIORATORY

Overator __ YATES PETROLEUM CORPORATION
b County LEA

™

0, 6779 7 EFFECTIVE TOTAL SEGREGATION
 NOT—R-6250" DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
' i-/8- 3¢ $,120,00 1,920.00 3,200.00 -0- Yes 5 yrs.
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Unit Name PRONGHORN UNIT- EXPLORATORY

Operator YATES PETROLEUM_CORPORATION
County LEA COUNTY
STATE " LEASE INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP. RGE. SUBSECTION DATE ACRES NOT
RATIFIZED
7 L-4097-3 C.S. 30 228 33E NE/&, Lots 3, 4, E/2SW/4 1-10-80 313,42 Po:
8 T.-4703-2 C.S. 31 228 33E All 1-10-80 £26_72 o
9 LG-892 c.S. 32 228 33E All 1-14-80 640,00 Ya
10 LG-1739 C.S. 30 225 33K Lots 1, 2, E/2NW/4, SE/4 1-11-80 313.30 Gu
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Unit Name

PRONGHORN UNIT-

EXPLORATORY
Operator YATES PETROLEUM CORPORATION
County LEA COUNTY
o RATIFIED ACREAGE -
TWP. RGE, SUBSECTION NOT
RATIFIZD LESSEE

225 33 NE/’, Lots 3; &, Ef28u/4 1-10- Pogo Producing Company
228 33E All 1-10-80 Pogo Producing Company
22s 33E All 1-14-
22s 33E

Lots 1, 2. F/oNtrss. arse

TERMI NATED

s P B T |

/- 7'54"

/2-7-83
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S P YATES

PRECIDENT

MARTIN YATES., i
"-.I—-E‘— VICE PRESIDENT
5 e ey e~ — ——
‘ — T e a oy
PETROLELIM 39 I e et
‘:§ VICE PRESIDENT
CORPORATION 7
L4
T

207 SOUTH FOURTH STREET
ARTESIA. NEW MEXICO 88210 $

7
TELEPHONE (50%) 7481331 OIL CONSERVATION DIVISION Jﬁ/é‘ 7/ ?
SANTA FC

B. W. HARPER
SEC .TREAS

December 13, 1283

- & T .
Bureau of Land Management Cemmissiener of Public Lands
*. O, Bex 1397 P. @. Box 1148
Roswell, New Mexico 88201 Santa Fe, New Mexico 88501-1148
Attention: Mr., Albert Collar Attention: Mr. Ray D. Graham

0Oil Conservation Division
Box 2088

Re: Pronghorn Unit |
Lea County, New Mexico

Gentlemer:
Article 9 of the Pronghicrn Unit Agreement states:

"Upon failure to commence any well provided for in this section within the
time allowed, including any extension of time granted by the Supervisor and
the Land Commissioner, this agreement will automatically terminate; upon
failure to continue drilling diligently any well commenced hereunder, the
Supervisor and the Land Commissioner may after l5-days notice to the Unit
Operator, declare this unit agreement terminated."”

¥ates Petrolenm Corporation hereby wishes to inform vou that no new
drilling operations were commenced on or before December 6, 1983; which
date 1s the end of the last extension we received to drill a new well on
this unit.

Please send us an official letter of unit termination.

Thank you.
Verv truly yours,
VATES DPETROLEUH CORPORATLON
Jéﬂ;\/& Ql ol St~—
Janet Richardson
Landman

JR/mw

ce: Working Interest Owners

Pronghorn Unit
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PO BOX 1148

Jenuary 9, 1984

Yates Petroleum Corperation
207 South Fourth Streect
Roswell, New Mexico 88201

Re: Termination of
Pronghorn_Unit
Lea County, New Mexico

ATTENTION: Ms. Janet Richardson

Gentlemen:

This office is in receipt of your letter dated December 13, 19383
wherein as unit operator of the Pronghorn Unit Agreement, Lea County,
New Mexico you have requested official termination of said unit.

Our records reflect that a six-month extension was granted to you
until December 6, 1983 during which time drilliing operations were to
continue for the Well No. 3, and commercial well determinations for the
Unit Well Nos. ! and 2 were to be submitted. TInasmuch as no new drilling
operations were commenced on ar bhefora December §, 1083, the Tronghorn
(lnit Agreement is hereby terminated as per paragraph 9 ¢f said unit
effective as of December 7, 1983.

Flease notify all interested parties of this action.
Very truly yours,

JIM BACA
COMMISSIONER OF PUBLIC LANDS

RY:

RAY D. GRAHA, Director
0il and Gas Division
AC 505/82/-5/44

JB/RDG/pm
cc: OCD-Santa Fe, New Mexico
BLM~Albuquerque, New Mexico
BLM-Roswell, New Mexico Attn: Mr. Armando Lopez

SANTA FE, NEW MEXICO 87504-1148




& P YATES

PRESINENT

ST R ‘ o : : MARTIN YATES. I}
A\ TEE i T VICE PRESIDENT
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h s e smm 1t T T B i JOHN A. YAYES
f FETRULtun !;..._‘JLS__ e -/S‘I_‘.__j VIiCE PRESIDENT
CORPORABTION 00000 RASRNPH 8 W. HARPER

Veh
NV . SEC .TREAS
SAMTA FE

207 SOUTH FOURTH STREET
ARTESIA. NEW MEXICO 88210

TELFPHONE (505) 748.1331

December 13, 1982 ' ffd?"7.7 €?
05°

Minerals Management Service
P. 0. Box 26124

Albuquerque, New Mexico 87125

- Canmissioner of Public Lands
: P. 0. Box 1148
Santa Fe, New Mexico 87504-1148

011 Conservation Division
P. U. Box 2088
Santa Fe, New Mexico 87501

Re: Pronghorn Unit #2
Tounchin 22 South, Range 33 East, NMPM
Section 30: SE/ANE/4
tea County, iNew iMexico

Gentlemen:

The Pronghorn Unit #2 Well, located in the SE/4NE/4 of Section 30, T22S,
R33E, was spudded October 24, 1981, drilled to a depth of 15,450' and
subsequently plugged back to 12,050'. The Bcne Springs interval, 10,563'-
10,620', was perforated and completed on June 7, 1982. Calculated initial

- ‘ production was five barrels of o0il per day.
tnclosed is a copy of the conplete production history of this well.
s Approximate drilling cost of this well was $3,059,580. If production is
- - maintained at approximately 3 BOPD at $32/bbl for an income of $96.00/day,

the payout time would be approximately 87 years.

Due to the preceding data, we feel that this weli is not, at this time,
able to be determined commercial.

Thank you.
Very truly yours,
YATES PETROLEUM WRPORAT ION
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- Yates Petroleum Corporation
Pronghorn Unit #2 (tHldear) _
i _H 30 -a22-33 —
S — » {1 _ e “____
i [} 3] ;
Monthly 0il Produced iz JAN FEB MAR APR MAY _ JUN JUL AUG SEP CCT NOV DEC EE TOTAL i
o I‘J’SE By ‘ h H 1 N s~ Vol I ~ - i
:T L . 1 erem iy A T2 Al el ‘: _j
1983 i i |
1984 i i
1985 i! i
i i i
i } 1 \ ;1 -
i T i i

s
ol
[04]
N

I

I i

s ‘ -
!
P
|
1
1
|




A~
M
L e e A N T

Yates Petroleum Corporation
Pronghorn Unit #2 {Wildcat)
M _30-3a-32
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ALEX J. ARMIJO P. O. BOX 48
COMMISSIONER October 21, 1982 SANTA FE, NEW MEXICO 57301

T

Yates Petroleum Corporation
207 South Fourth Street
v Artesia, New Mexico 88210

RE: Pronghorn Unit
— : Lea County! New Mexico
e - EXTENSION TO DRILL

- ATTENTION: Mr. Randy G. Patterson
Gentlemen:

As per vour letter dated October 15, 1982, please be advised that the
Commissioner of Public Lands has granted you an extension of time in which
to drill the third test well in the Pronghorn Unit, Lea County, New Mexico.
The extension is from December 6, 1982 to Junme 6, 1983. This approval of
the extension is subject to like approval bv the United States Minerals
Management Service.

%
Enclosed is one copy for your files reflecting tiic datz it was re-
Ansrrad v Fhia AEFIAA
Very truly yours,
ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS
VAl e .
BY: Ray D{ Graham
Director
0il & Gas Division
AC/505-827-2748
AJA/RDG/cm

cc: OCD-Santa Fe, New Mexico
U.S. Minerals Management Service
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Commissioner of Riblic Lands

ALEX J. ARMIIO ?. O. BOX 148
COMMISSIONER October 13, 1981 SANTA FE, NEW MEXICO 87501

Yates Petroleum Corperation
207 South Fourth Street
Artesia, New Mexico 88210
Re: Pronghorn Unit
. . Lea County, New Mexico
- - i EXTENSION TO DRILL

) ATTENTION: Mr. Randy G. Patterson

As per your letter of this date, please be advised that the
Commissioner of Public Lands has granted you an extension of time in
which to drill the second test well in the Pronghorn Unit, Lea County,
New Mexico. The extension is from October 13, 1981 to November 15, 1981.
This approval of the extension is subject to like approval by the USGS.

Enciosed is one copy for your files reflecting the date it was re-
‘ceived in this office, i

Very truly vours,

ALEX J, ARMIJO
COMMISSIONER OF PUBLIC LANWDS
BY:

FLOYD O. PRANDO, Assistant Director
0il and Gas Division
AfC 505-827-2748

AJA/FOP/s

encls, e

cc: OCD-Santa Fe, New Mexico’
USGS-Albuquerque, New Mexico
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Yat:s Petroleum {lorporation 8CI'3 “ 20&“ L!
207 South Fourth Street

- a S AT[ Lt v (
Arteria, New Mexico §8210 2AHTAr;.N o

ATTN: Mr. Mike Slater
RE: Prunghorn Unit 42 Sectionm 30 T-22-5 R-33-F
Gentlenens:

This
on

iI1 be a letter of commitmant to Fou to drill the above well
followiup terms:

(3 4

[
i
ul

Re can cummence operaxtious as s00n a8 we complete cuy work wity
Rig 22 o watkinsg “B" Cas Com. ¢#1, located in sectiovn 23, T-20~§
R-35«E Leua County, Kew Mexico, WwWe sheould be ghle to bepgin moving the
rig by the week of October 2&, 1981.

vrats for this rig is $9000.00 per day. The rate includes
iull tims guprrvigion and fuel, The operator will] furnisn fraanspaviat
tor the rig, trucking and arane servicers for Tig up and tcar down,
roeds, location, pits, mud, wvater, hits, ¢asinp tools aand crews, and
8uy OTher eqguipment that is not inciuded on tha rTip inventory, We wilil
rig up and tear down on dayverk, wWe appreciate your congidevriag us

for this work,

Very Lruly yours,

—~ x

Keq\i Drxil

__.J;::>”<;wiggi;¢ 2

¥yt W. N. Rees, Jr.
Yice Preasidaont

Y ing of New ch:co, Inc.
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October 13, 194}

Rp: i,
Conmissioner of Publfc Ldnds D 13
P.0. Box 1148 ' [l 20 £ R
Santa Fe, New Mexico 87501 STATE |1}

[P e B

- SANTAT: . . [
Attention: Ray D. Graham TAEL, Y

Re:  Pronuhorn Unit
Lea

County, Now Mexico
Gentlenen:

Pursuant to our telephone conversations, Yates Petroleun Corporation, operator of
the captioned unit has made final determination to drill the Pronghorn bmit
well.

Al
no

The Pronghorn Unit §2 will be located 1980' FNL and 660" FEL of Section 30 T22S-
R33E, and wtl! be drilled to test the Morrow Tormation at approximately 15,3507,
- The Application for Permit to Dril! for this well will be approvea today.

He zaclosce a copy of the letter from Kenai Orilling Coampany which states they can

- be on location later this nonth. Since we cannot have a rotary rig capable of
~ conleting the hole and to put a smaller rig or cable teol rig on location would
\ oo only be a waste, we respectfully request the date for commeacersnt of drilling
w f TS under %9 of the Unit Agreement be extended to November 15, 1981, Th1s should allow
W f ample time to get ihe rotary rig on igLation,
A : 1f thix ic wcceptable picase s1gn ang return one copy of this letter to our office.

Thank you lor your assistance.

. | oty A

Randy G. Patterson
lLand Department

RGP/ jk

Lavivur ©

¥e hereby cextend the cammencement date under %9 of the Unit Agreement to hovenber
15, 19€1.

" Camissioner ot Public lands

Ry
¥
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United States Department of the Interior

GEOLOGICAL SURVEY

P. Q. Drower 15357
Roswell, how Mexize hedl

/ééz;éskﬁ’ January 13, 1930
- \ g
= (/77/

sy

Hr. Randolph il. Richardson, 11

Attorney at Law

P. 0. Box 813

Roswell, New Mexico 83201
Dear Hr. Ricnardson:

One approved copy of the Pronghﬂrn unit agreement, Lea County, Hew

Mexico, with Yates Petlrcicum Lorporation as unit aporator, is
enciosed. Such agreement has been assigned Hc. 14-08-0001-13041

et e AL Loem 14 [2] 100
and 15 effective January 10, 1000, the same date as aparoved,

.,

Commissioner of Public tands.

You are requested to furnish the Commiss o
the 0i1 Conservation Division both of the State of Hew Mexico
and all other interested principals with appropriate evidence of

this approval.

Sincerely yours,

J.A. Gillham
Acting 011 and Gas Supervisor, SRMA

cc: NMOCD, Santa Fe (1tr only)—

ONE HUNDRED YEARS OF EARTH SCIENCE IN THE PUBLIC SERVICE




7. 0. BOX 1148
SANTA FE, NEW MEXICO 87501

COM’AISSIONEI

’ %

‘ Mr. Randolph M. Richardson /
p. C. Box 819 “T

F,
Roswell, New Mexico

ALEX J. ARMIJIO
%

Re: Pronghornm Unit

Lea County, New Mexico

Dear Mr. Richardson:

The Commissioner of Public Lands ha
1ea County, New Mexico, which yo
‘‘‘‘‘‘ ral is

troleum Corporation. Qur approva:s
1 Surveye.
!

approved the

u submitted on be-
subject to

¢ this date

Pronghoru Unit,
half of Yates Pe

1ike approval by crates Geologica

the United S
Enclosed are Five (5) Certificates of approval.
Your filing fee in the amount of Eighty ($80.00) Dollars has been
received.

office when the USGS gives theilr approval so that
sh processing same.

ctive date and fini

Please notify this

we may aseertain the effe

Very truly yours,

ALEX J. ARMIJO
cOMMISSIONER OF PUBLIC LANDS

BY:
RAY D. GRAHAM, Director

nil and Gas pivision
AC 505—827—2748

AJASRDG/s

encls.

cc: ocp-Santa Fe, New Mexico”
New Mexico

U5GS -Raoswell,
USGS-Albuquerqueé, New Mexico
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RANDOLPH M.RICHARDSDN
OiL AND GAS LAND AND UNIT CONSULTANT
FEDERAL - STATE - FEE
p. D. BO% 819
ROSWELL, NEW MEXICO ggzm

QFFICE 50% 622-880)%
HOME 505 622-7985

February 9 41980

Tn Re: Pronghorn Unit
Lea County, New Mexico

, ot
_@/’ -
0i1 Conservation Division ,///////

p. 0. Box 2038 /&77 /

Santa Fe, New Mexico 87501

N

—~3

Gentlemen:

Pursuant to Order No. 6250 entered in Case No. 6779 1 am enclosing
cne copy of executed and approved Upit Agreement.

The enclosead Unit Agreement shows approval by the 175G5 and Commis-
sioner of Public Lands.

Please advise if all is not in order and if you need additional in-

formation.
Your ulys
7 / /£
/s L *
¢ R. M. Richardson
RMR:11ln
Enclosure

Yerox to Yates Petroleum

o i Al Mt i Radian i e
4 i S SN
A S tY
R A NN A
& ]
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United States Department of the Interior

GEOLOGICAL SURVEY
P, 0. Drawer 1857
Roswell, New Mexico 88201

January 18, 13880

Mr. Randolph M. Richardson, III
Attorney at law

P. 0. Box 819

Roswell, New Mexico 88201

Dear Mr. Richardson:

One approved copy of the Prongnorn unit agreement, Lea County, New
Mexico, with Yates Petroieum Corporation as unit operator, is
enclosed. Such agreement has been assigned No. 14-08-C001-18041
and is effective January 18, 1980, the same date as approved.

You are requested to furnish the Commissioner of Public Lan

. Lulld
c

the 0i1 Conservation Division both of the State of New Mexi

and all other interested principals with appropriate evidence of
this approval.

Sincerely yours,
J.A. Gillham
Acting 0il and Gas Supervisor, SKMA

s i 5 ) ONE HUNDRED YEARS OF EARTH SCIENCE IN THE PUBLIC SERVICE

 ama
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CERTIFTCATION--DETERMINATION

Pursuant to the authority vested in the Secretary of Interior, under
the act approved February ¢5, 1929, 41 Stat. 437, as amended, 30 U. S, C.
secs. 181, et seq., and d:legated to the Oil ard Gas Supervisors of the
Geological Survey (33F.R. 9812), I do hercby:

A. Approve the attached agreement Tor the development and operaticn

of the Frongho:n _ Unit Area, State of

New HMexico , County of Lea.

B. Certify and deterrine that the unit plan of development and op-
eration contemplated in the attached agreement i3 necessary and advisatle
in the public interest for the purpose of more properly conserving the
natural resources.

C. Certify and detervrine that the drilling, producing, rental,
minimum royalty, and royal.ty requirements of all Federal leases committed
to said agreement are nereby established, altered, changed, or revoked to

conform with the terms and conditions of iuls agreemeat.

Dated January 18, 1983

\; A (EL}LA O_aaa_)

Acting 0il zrd Cas Sunerv1sBr, bnlted States Geological Survey

Contrect Numher 14-02-0NNT-1R0147 v
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NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

roonGooaly MNIT

LEA COUNTY, REW HEXICO

e gy caig |

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement

for the development and operation of acreage which is described within

the attached Agreement, dated Pecembar 1, 1919 , which said

Agreement has been executed by parties owning and holding oil and gas

leases and royalty interests in and under the property desecribed, and up-

on examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of 0il and gas and the better utilization of reservoir
energy in said area.

b} That under the proposed agreement, the State of New Mexico
will receive its fair share of the racoverable oil or gas
in place under its lands in the area.

N

(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable oil and gas under its lands within the area.

(d) That such agreement is in other respects for the best
interests of the state, with respect to state lands,

NOW, THEREFORE, by virtue of the authority conferred upon me under
Secticns 7-11-39, 7-11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexico
Statutes Annotated, 19533 Ccmpilation, I, the undersigned Commissioner
of Public Lands of the State of New Mexico, do hereby consent to and
approve the said Agreement, however, such consent and approval being

limited and restricted to such lands within the Unit Area, which are

effectively committed to the Unit Agreement as of this date, and, furthex,
that leases inscfar as the lands covered thereby committed to this Unit

Agrecment shall be and the same are hereby amended to conform with the
of such Unit Agreement, anc said leases shall remain in full force and

fect in accordance with the terms and conditions of sald Agreement. This

epproval is subject to all of the provisions and requirements of the afore- i

said statutes.

IN WITHNESS WHFREQF, this Certificate of Approval is executed, with seal
affixed, this 18th., day of dsnuary , 19 RQ .

~ ~ .
( { Uiy Q ( LD 0u I

efi=

I
!
|
terms %
|

COMMISSIONER gf PUBLIC
of the State of New Mexi

0G-26
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CALLED BY THE OLJ, JOLSERVATION
DIVISION I'OR THE PURPOSE OF !
CONSIDERING:

CAlE G, 0775

Order No. R-6250

APPLICATION OF YATES PETROLLULY
CORPORATION FOR APPROVAL OF 2HL
PRONGIHORN UNIT AGRTUMELT, LEA
COUNTY, NEW MEX1CO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause canwe on for hearing at 9 a.m. on January 3, 1980,
at Santa Fe, New Moxico, before Erxamincer Richard L. Stamets.

NOW, on this jgtp day of January, 1980, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the
premises,

FINDS:
(1) That due public notice having beesn given as required
by law, the Division has jurisdiction of this cause and the

subject matter the:reof,

(2) That the applicant, Yates Petroleum Corporatioa, seeks

appreval of the Pronghorn Unit Agrecement covering 5,072.2 acres,
more or less, of State and Federal lands described as follows:

LEA COUNTY, HNEW MEXICO
TOWNSHIP 22 SOUTH, RANGE 33 EAST, NMPM
Sections 22 through 32: All

TOWNSHIP 23 SCUTH, RANGE 33 EAST, NMPM
Sections 5 through 8: All

(3) That all plans of development and operation ani crea-
tions, expansions, or contractions of participating areas or
expanscions or contractions of the unit area, should be submitted
to the Director of thc Division tor approval.




S e

-
Cacse No. 6779
Order No. R-6250

That approval of the proposed unit agreement should
promote the prevent on of waste and the protection of correia-
tive rights within thoe unit avea,

IT IS TUEREPGKE ORDERED:
(1) That the Pronghorn Unit Agrceement 1s nereby approved.

(2) That the plan containcd 1n said unit agrcecement for the
development and opcration of thoe nnit area is herchy approved in
principle as a proper conscrvation measure; provided, however,
that notwithstandirg any of the provisions contained in said unit
agrecement, this approval shall not be considered as wailving or
relirguishing, 1in any mannex, any vright, duty, or obligation
which is now, or mey hereafter be, vested in the Division to
supervise and control) operations for the exploraticn and develop-

ment of any lands committed to the unit and production of oil or
gas therefrom.

(3) That the unit operator shall file with the Division an

executed original or executcd counterpart of the unit agreement
N within 30 days aftci the effective date thereof; that in the

event. of subscquent joinder by any party or expansion or- con-

tracticn of the unii area, the unit operator shall f£ile with

the Divisicen within 30 days thercafter counterparts of thre

unit agreement refiecting the subscription of those interests

having joined or ratified.

. {4} That all plans of devclopment and operation, all unit

T participating areas and expansions and contracticns thereof, and
’ all expansions or contractions of the unit area, shall be

- submitted to the Director of the 0il Conservation Divisicn for

appreval.,

{5) That this order shall become effective upon the
approval of said vwnit agreement by the Commissioner of Public
Lands for the State of New Mexico and the Director of the
United States Geological Survey; that this order shall terminate
ipso facto upon the termination of said unit agreement; and that
the last unit operavor shall notify the Division immediately in
writing of such termination.

4

3
i)

(8) hat jurisdiction of this cause is retained for the
entry of such further ¢rders as the Division may Jd&am necessary.
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DONE at Santa 7¢,
above designated.
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New Mexico,

A
/ JOFE D. LAME
Dircctor

/S'KA'I‘E OF NEW MEXICO
/O, CONSERVATION-DIVISION
b
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on the day and year herein-
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THIS AGREEMENT, enter:d into as of the %" duy of December

1973, by and between the parties subscribirny, ratifying, or consenting hereto,

and herein referred to as ‘he "oarties hereta"

WHEEEAS, the parties herezo are the owiners of working, royalty, or otlier

cil =

. . . . . s
nd gas interests in the nnit area subject to this agreement; and ‘

WHEREEAS, the Mincral lLeasing Act of ¥Felruary 25, 1920, 41 Stat. 437, as

emended, 30 U. S. C. Secs. 131 2t seq., authorives Federal lessees and t

presentatives to unite with each other, or jointiy or separately with others, in

collectively adepting and operating a zoopwru' ive or unit plan of development or

operation of any oil or gas sool, field, or like area, or any part thereof for

the purpose ol more properly coaserving tae natural resources thereof whenevar

determined and certified Ly the Secretury o! it lnterior to be neceasary or ad-
visable in the public interest; and

- WHEREAS, the Commiss:oner of Pubiic Lands of the State of New iMexico is

authorized by an Act of the Legislature (Secs. 19-10-45, 46, 47 N.M. Statutes

1978 Annotated) to consent to or approve this agreement on behalf ©

"

rTho
wne

K} ]

PN
Laa

2

of New Mexico, insofar as it covers and .inclinder lands and mineral interest of

the State of Hew Mexico; ard,

WHEREAS the 01l Conservation Divisicn o! the State of New Mexico Erergy and

Minerals Department is authorsinad by an Act of the Legislature (Chapters 70 aad 71, ¢

New Mexico Statutes 979, Annotated)lte aprrove +nis agreement and the corservation

provisionus hereof; ard,

WHEREAS, the parities rers2uo hold suilinsten”

e 2

Prongiorn o Siit e covering the land hereirafter

described to give roazonably e fective contvot ! on:rations therein;

WHERSAS, 1t is the nurrose of the part ien hereto to conserve natural re-

sources, prevent waste, arcd sec.re other Lenevito obtainable through developnient

and operution oif the arcn oubjest to thin oorerrent ander the terms, condizions,




WLDO RO i oot Yoo vy
NOW, THEREFORE, in consijeration of the jresiisies and the promises herein
contained, the parties hereto commit to thss ~preement their reespestive interests
in the below-defined wnit ave.. Al agree ey sl by among themselves as followa:s
. I YRR S AN I L F T A A R I E T

R e A PRI A 0 S - PRt
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as amended, cupra and 21 ovaccoo pertanent reito st iong, including operating ard
unit plan reguinations, boretolare Jooued therooocios or vailid, pertinent, and
reasonable regulations hereafer iocowel v ol are accepted and made a pert of
this agrecment ns to Federad tandv, proulde s o0 0 -cilations are not inconsittent
with the terns of ¢his agreen:ity el ng oo e ceral lands, the oil and gas
operating roiulatione in eftfe:t oo of the <1000 v date nereof governing drilling
and producin operations, nol liconsistent witl iio- terms hereof or the lawas of the

State in which the non-Federa! land ig lscaten, ore nereby accepted and made u part

-~
of this agreement, .
. 20 UNIT AEFA,  The following described lant is hereby designated end recog-
' * nized as constituting the uni' area:
N ~
s -
. TaD2-0, HoAGon o GUNLELE, Lo N PUM.
Secs. 2o, 00, 8 . 1 e All
1 Lt oo 0 D neres, more ar less
.
- v g

Exhibit "A" attached hereto is 1 map showing the nit area and the boundaries and
indentity of =racts and leages in egaid arca to tie extent known to the Unit Operator.

™.,

Bxhibit "E" sttached nereto is: 2 schedile showing to the extent kinown to tha Uni£
Operator the acreage, percentags, and kind o! oswnaorsiaip oi oil and gas interests

in all lznd in the unit area. ‘“owever, notring rerein or in said schedule or map
shall be consirued as o represestatinn vy any rarty hereto as to the ownersaip of
any interest other than sach interest or intercsts as are shown in said map or

)y such party.  Bxhiibite VAT and "3" chall be revised ty the Unit

o)

schedule as o.ned

Operator whenaver changes In the unit area render such revision necessary waen re-

- O e - oo
[CLUGEANYS - ¥ DAPELVLEISL or

nacted 1o tins D31 anA oo
nuested »looand oo

v o2

b
ye

WHen Teaiensie Uy e Tl
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hereinafter referred to an "isad Commissioner,” i not lews than five (5) copiesn
of the revised Exhibite ehinil le iled vith the uyervicor and one 71) copy there-
01 Shall e siiel with the Tond Donissicner, soloore (1) couy with the 0Oit Con-

servation Division aof the lew Vexico Ynerpy snd Mirerais Department, hereinaiter

referred to ys "Division."

The above-descrited unit rrea chall, wivon

-

‘racticable, be expanded to irclude
therein any additionsal lands or shall Ye contrncted to exclude lands whenever such
expansion or conftraction 1o drcmed to be necesoary or advisable to conform with the
purposes of this agreemen®. 5ch expancion or contraction shall be effected in the
following marner:

(a) Unit Operator, on ite own motion or on denand of the Director of tlre
Geological 3Survey, hereinsfter referred to no "Dirceter)'" or on demend of the land
Commissioner, after vreliminary ceongcurrence by tha Lirector, shall prepare a notice
of proposed expansion or contruction describing the contemplated changes in the
boundaries of the uait area, the reascns therefor, and the proposed effective date
thereof, preferably, the first day of a month subsesuent to the date of notice.

(v} Said notice shall be delivered Lo the Supervisor, the Land Commissioner

and the Stare Divisicn. and copies t

1erecf mail«d o tne last known address of

each working-interest owner. iessoe, and eo=or vhose interests are affected, ad-
vising that thirty (¥0) days <71l ve allowed ior subtmission to the Unit Operator of
any objections.

(c) Tlpon expiration of the Z0U-day period provided in the preceding item
(b) nereof, Unit Operator srha.i file with the Onpervisor, the lLand Commissioner,
and State Division, evidence oV mailing of tre notice of expansion or con-
traction and a copy of any odvjections theretc which have been filed with Unit
Operatar, together with an application in sufficient number, for approval of
suth expansicn or contraction :nd with appropriate Joinders.

(d) After due consideration of all pertinent information, the expansion or
contractiocn shall, upon approval by the Supervisor, the Land Commissioner, and State
Division, bccome effective as of the date prescribed in the notice thereof.

(e) L1 legal subdivisions of land { i..:., 40 acres by Government survey or
its nearest lot or tract equivalent; in insturces of irregular surveys unusually
large lots cr tracts shall ve considered in muitiples of LO acres or the nearest

aliquot equivalent tucreci), s partc of whisy sire cnzitled to be 3in a participating

arca on oar ocelgre L J10MN o snidveroapy or ciae i Toetive dste of the Tirst initial
participuiity, arei Lntaln] et cment, chall te eliminated guto-

matically trom Lhic




shall o 1 ngir Lo poert 00t et s Tenge e e cnujrct to

thie wgrooventy Ludors dvbioert drdiin g WU In progre:s:s oon unitined

lands net —ntitled to partioapstion oo oraos o0 e rrary, in whilch ovent all

such lar-ds ohnall reosmyn oo LRI SR cnalryiYing operations

are continmel diligentay, wiinh oot omore o co T v s lapnius

'
SaLping t

ooatoaen §fhe

completion ¢f one ouoi well g Ahe cnoeers o Tt next suth well.,  All legal

subdivisions of lardr oot s titled to L w0 0 oo D diating area within 10 years

after thic offective date v o Firoy Inictin 1o loaratiny area anproveed snder

this agreerent shall Lo oo

.
s
=
—

Ty e livde o Uo o thin agreeront as of sadd

tenth anniversary. All lan? o rrowd proa. voostlieent drilling operations

after the atoresaid Yive-y. no period chagt Lo 0 peaecloapating in b

manner as daring said Cive-voar period. low v Ulen suen di)igent drilling

operaticns <rase, all non-parsticipating freo 1L b0 autematically oliminated

. & ctive e of the 9t dnv thercatior,

Lo 3ot dnv ; i e orerator shall within 92 days

b

after the ¢ffective date o any climinatio:n - roosder, describe the area so eli-

- : minated to the satictaction of the Supervioor e Ui Land Cemmissioner and
—— 3

o ‘ promptly nctify all partics ~u interest.

| It conditions warran® <xtengsion of tis to:.-v.oar period specified in this
subsection 2 (¢}, a sisgle extensicn of rot o o xeoed two years may b~ accosplished
by consent of the cwners of i of the workin: int-rests in the current non-parti-
cipating unitized lands and too Swiers of L {oue tasic royally interests

. = (exclusive of the basic royalty interests o <ho United States) in non-participating

; unitized lands with approval of the Director od Dard Commissionier, provided such

extension application 1o subnitted to the Tiovor and the Land Commlssloner nui

later then €0 days prior te o —xuiraticn = ol tin-year period.

Ary expansiocon of Sioo Unit oo pursien’

o Lrin section which embrac s

lands thoretofore eliminated »orouant to 2. @ . oziion 2 {e) shall n~t be con-

sidere:d UTOmALIy Conrnn tawent LI ToUoommitor s or ey Tands.

T, MLITIZYD LARD ALD LITITZED SURCTAT 00 A1l lard comnitted to thas

agreement snall conutitite lanc reforred to W in oan 'unitized land" or M"land

S oo s oand all torrations of tae
unitived lavel are unitived cober e roras 0 ti o grereement anc herein are called

Bunitiood substaneon
;

o L VTG BIRTAT S e IO s T A
L. UNITT GRRLA TG YATRS PETROLFUL COHPORATTON
ioonorebs cisnnLolos S potero ozl oo s ot hereto as init Operator



agrecy and consen’t o cwept the ot Ter o oottt ions of Hait Operator foar the

discovery, develonment, nns jroduction of oot oed subniances an kerein grovided.

whenever reference 1o oopde ool 0 erac oy, ouch reference means the
Unit Cperator acting in the cogciuy st oot o0 arn cwner of dqtaeest o cniilced

substances, and the term wordings-inteoo 0 er" when used shall Lnciude or
refer to Unit Qperator as the awner o 0 w o, n-erect when such an irterest

is owned bty it.

9. RESIGUATION OR FEMCVAL OF UNIY G10LAIOR,  Unit Operator shall hsve the

right to resign at any tine rrior to the cooavlichment of a participating area or
areas hereunder, but such resiyrnation chui. -0t become effective 0 as tc release

Unit Operator f{rom the duiies =znd obl

.

Fations of Unit Operator and termirate Unit
’
Orerator's rights as such {or a period of s'x ) months after notice of intention

to resign has been served ty Unit Operator on !l working-interest ownere and the

Supervisor and the Land Commicsioner, aad nniil all wells then drilled hereunder
are placed in a satisfactory conditions {or susyension or abandonment whichever is

required by the Cupervisor as to TFederal lands and the Siate Division as to State

and privately owned lands, unless . new Unit Oprrator shell have been selected and
approved and shall have taken over and assumed the dubtics znd ouligations of Unit
Operator prior to the expiration of said period.

Unit Operator shall hzve the right to resign in like manner and sublect to
itations as avbove rrovided at any time s participating area estatlished
rereunder i1s in existence, but, in all instances of resignation or removel, until

2 successor unit operator is selected and saprroved ag hersinafl

o

er provided, the
working-intarest owners shzll be jointly responsible for performance of the duties
of unit operator, and shall not later than % days before such resignaticn or re-
moval becomzs effective aproint a common agen' to represent them in any action to
be taken hereunder.

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

The Unit Operator may, upon default or failure in the verformance of
duties or obligaticns nerevrder, be subject to removal by the same percentege vote
of the owners of working irterests as herein provided for the selection of a new
Unit Operator. 3uch removsl shall be elfeciive upon notice thereof to the Supervisor

and tha Tard Comemico oo
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The rocipynation oy oo ooy o thoae o

not terminat. it e v, i N R R R
Oth“r j!lt"!"‘-’]’_ :Lf! o e b AT ot

Operator tecomingg o0 coiwe 0 0 T D e

wells, .‘qnip-*.x.fA ot

3 - : 1

tions to the new duly genlisy oo oror
if no such vow Unit Cpevator - ~lootoed, ©0 o
unit operations hereurnsicer,  docshing nercin che
moval of any materinl, oquipns it

any wells.

6. SICCESSOR UNIT O

VIO, wWneonever

or its resignation as Unit Opecator or chall be

or a change of Unit Opcrater 1o negotintea 1x

of the working interesct: in v« participati:ng

spective acreage interests iu such participats

civating arca shall have beors -ofndliched, oo

according to their roopociive oronge dnter Do
majority vote select n succoescor Unit Juorntor

but less than 75 per oont of tne working ino ¢

one party to this agre-rnt, a concurving vt
interest cuwners shall b requisvd to oeiect o
not becom. ciffective until

a) & Unit Operator so seloected chndl

responsivilities of Unit Operator, and

SULne U thin npreemont ohali
e ool a o worklny interest or

Srnatilon or romoval of Unit

Dperater or to the common ageat,
e for the purrese of condusting

v construed as authorizing re-

, and appurtonnucoys necded for the preservalion of

tive Umit Operator shall tender his

"

suoved as hereinabove proviled,

mnrking-interest owners, the owners

wren or oareas according to their re-

T oarea or areas, or until a parti-
wners of the worving interests

. 711 anitized land, shall Dy

=

vvided, That, if a majori:cy
Soauatitied te vote nre owr:d by
on~ or more adcitional working

~w crerater.  Suct seloction shall

azcept in writing the duties &nd

{b) the sclectior shall nave been z2pproved by the Supervisor and approved

by the Land O amissioner.

I no successor Unit Ur-rateor 1o soloectd

the Dircctor and th:: Larnd Connvsionsr

- TTRY Y Ty /U T O e SITy yrtTm S TALEES
7. AZCOUNTING PROVISICLE ALD ULIT G

NEEv IR Yany

ATING RGREENERT.,  If the Unit Operator

is not the szie owneer ol worxi:g int:iroests, o

Operator in conducting unit cyoratlorns horeun

i

among and borne by the swners 0 PR
agrooncil or o agrianenT, HRAEES { irto by oo
oners ot worwilng iroore oo, wio L one or
QR el LI T T T e L e

Lo, wnd expenzes incurred by vnit

r ocnall oo paid and apportiored

te, oll in accerdancs with the
o5 e lnit Gperotor and ibe
! coarately or collostively Ary
cAc—onbteress curors ann Lne
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Unit Operator as crovvdad 0 oo oot o $ il l ann oy more, ore hereir referred
to as the "ainil operrcang o coement el nnt oparating agreement shall mlsen

provide the manner in which the working-i1:- v owners shall be entitled to re-
ceive their recrective rroyorvtionste s o0 atod share of the venefits sccruing
hercto in conformity with “teipr undexlvinge o, raling agreements, lesses, or other
independent contracts, and :neh other ripghco ol obligations as between Urit Operator
and the working-interest owrers as omay (o opreed wion by Unit Operator anc the
working-interest owneros; Lowever, o st oonit creeating agreenent shall be deemed
either to modify any of the terms and coniizions of this unit agreement or to re-

Tieve the Unit Operator of sy right or ovl oot ion establisghed uwder this unit

Fy

agreement, and in case of ary inconsictoncy o centlict between this unit agreement
and the unit operating agreenent, this unit rrecment shall govern. Three true
copies of any unit operating agreement executed pursuant to this section should

ve filed with the Sopervisor and one true copy with the Land Commissioner, prior to

approval of thisg unit agreement.

8. KIGHTS AND OBLIGATIOHS OF DLIT OPLRAIOK., Except as otherwise specifically
provided herein, the exclurive right, vrivilege zud duty of exercising any and all
rights of the partics heretc which are necossary or convenlent f{or prospecting for,
producing, storing, allocating. and distrituting the unitized substances zre here-
by delegated to and shall be exercised ty the lnit Operator as herein provided.
Acceptable evidence of title to said righ-we chsll be deposited with said Unit Cpera-

tor and, together with ihis agreemen®, chull constitute and define the rights,

privileges, and obligations of ¥nit Operator. llothing herein, however, shall be

§

construed to transfer £itle Lo a2ny land or to nny le

3

se or oneraiing agreement,

2
=

e
i

1t being understood that under this agreoment the Unit Operator, in its cepacity

as Unit Operator, shall exercise the rigpats of poscession and use vested in the

<

parties herazto only for the purposes rerein specified.

. DRILLING TO DISCOVERY. Within six {6) months aft:r the effective date

hereof., the lnit

211 begin to c¢rill an adequate test well at a location
approved by the Supervisor, if on Federal land, or by the Land Comnissioner, if on
State land, or by tre Division if on fee land uniess on such effective dgte a

well is being drilled conformably with the <erms hereof, and thereafter ccntinue

such drilling diligently until the MiSCISSLPLAN (CHESTER) FORMATION HAS 3iEN

LARSERIIY SRS AL L2 AU S
FENETRATEL LND ALL

P
o

DS Oy PriNOIINE AL ALY HAYE EEEN TESTED , or until at a

N

vl uniticed substances shall te dincovered which can be preducec in psying

Lo

lessger



quantities (to-wit: gunntit o couftic,»nt o vepay the coots ot drilling, complet-
ing and producing oprrations, with a ronrns: o prefit) or the Unit Opera-or shall,
at any time, cestablish to *he satistactyen o the Uipervieor if on VFedera: land, or
the Land Commissioner if o Ltate iandg, or 'Y cvinion 18 on Foee lnnd thet furthaw
drilling of said well woull bt cnuwrrrant:: v spracticsble; trovided, however, that
Unit Operator shall not, in any eveni, fv rejired to drill said well to o depth

in excess of 10,C00 teet, Uit ol toe nicanvery of 4 deposit of unitized

substancer capable of belrng produced in puvinc guantities, the Unit Operator shell
continue drilling diligentl: one well =t + ‘.-, 21lowing not more than s8iy (6)
months belween the completinn of one well i the beginning of the next well, until
a well capable of producing \nitized substances in paying quantities is cempleted

to the satisfaction of said Supervisor if it be on Federal land or of the lLand -
Commissioner if on State lanc, or the Division if on fee land, or until it is rea-
sonably proved that the unitized land is incapable of producing unitized substaﬁces
in paying quantities in the formations drilled hereunder. Neothing in thig section
shall be deemed to timit the right of the Unit Operator to resign-as provided in
section 5 hereof, or as requiring Unit Operator to commence c¢r continue auy
drilling during the period tending such recignation becoming effective in order to
comply with the requirements of this section. The Director and Land Commiassioner

may modify the drilling reg:irements of thic

:ction by granting reasonable exten-
sions of lime when, in theil opinion, such action is warranted.

Upon failure tc commen:se any well provided for in this section withiz the
time allowed, including any ¢xtension of time grarted by the Supervieor ard the
Land Commissioner, this agreenent will automatically terminate; upon failure to
continue €rilling diligently any well commenced hereunder, the Supervisor znd the
lLand Commissioner may, after 15-days notice to the Unit Operator, declare this
unit agreemnent terminated.

-

10. PLAN OF

Y}

URTIER DLVELOPMENT AND OPLRATION. Within gix (6) months after

éompleation of a well capable of producing unitized substances in paying quantities,
the Unit Cperator shall subnit for the approval of the Supervieor, the Land
Commissiorer, and State Diviesion an acceptable plan of development and cperation
for the urnitized land which, when approved by the Supervisor, the lLand Commissioner,

and State Division, shall ccorztitaute the Sirther érilling and operating obligations

of the Uni: Operator nder tiio agreement. 1or “he period specitied therein. Thereafte:

- . . . . o PR : . S ' S P TR pape
Trom cime O Liae Uelore Dl exuirallon b o0 cintiag plan, She Unit Operator shall
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submit for the approval of the Supervisor, the (st Cunmiaoicner. and State Vivieiuvas
8 plan for an edditional specifind period lor tin -evelopment and cperation of the

un.tized land.

Any plau submitted purgaoant to this sec'ion tall orovide for the exploration
of the unitized arca en? for tre ailigent acill i, noooceary for determinaiicn ©f
the area or areas thereo!l capable of producing uniticed cubstances in paying

quantities in cach and cvery productive foria®ion and shall be as complete and
adequate as the Superviscr, the Land Commissioncer, and State Division may determine
to be necessary for timely development and nroper conrervation of the oil and jas
resources of the unitized area and shall:

(a} specify the number and locations of any wells to be drilled and the
proposed order and time for suc' drilling; and

(b) to the extent practicable specify the operating practices regarded as
necessary and advisavle for prover conservation of natural rescurces. Separétu>
plans may tc submitted for separate productive zones, subiect to tue approval of
the Supervisor, the lLand Commissioner, and State Division.

Plans shall be modified or supplemented when necessary to meet changed conditions
or to protect the interests of a1l parties to this agreement. Reasonable dilipence
shall Ve exerciged in complying with the obligations of the approved plan of develop-
ment. The Supervisor and the Land Commissioner are authorized fo grant a reasonable
extension of the six-month period herein prescribed for submission of an initial
plan of develcpment where such action s justified because of unusual conditions
or circumstances. After comvletion hereunder of well capable of producing any
unitized subsiance in paving quartities, no further wells, except such as may be
necessary to afford protection :gainst operations not under this agreemeni wul such
as may be specifically approved bty the Supervisor, the Land Commissioner, and State
Division , shall be drilled except in accordance wi*h a plan of Cevelopment approved
as herein provided.

11. PARTICIPATION AFIZR DLSCOVEKY. Jpon completion of a well capable of pro-

ducing unitized substances in puying quantities or as soon thereafter as required by
the Supervisor, the Land Commissicner, or the State Division, the Unit Operator
shall submit for approval by the Suvpervisor, the Land Commissioner, and State
Division a schedule, based on subdivisions of the p.blic-land survey or alijuot
parts thereof, of all land tnen regarded as reasonably proved to te productiva in
paying guantities; all lande in caid schedule on approval of the Supervisor, the

Lang Cermission<s:, anw &72te J vision Lo wonahitoe

Re)

articipating area, effective



1

as of ithe dnic of compicticn ol cueh well oyt o lfective date of this unit agrecment,
whichever is later. ‘The acrea-es of both Federsi and rnon-Federal lands shall be

| based upon aprropriate compatat ons trom tne coarsens gn Arstances shown on the last

i | 1 puvlic-iand survey an of the ot e ren s ot vach initi Rop! i

pproved puc and surve ; ot ich initial participating

ascas caid sthednio chall owico sel fordho e ososoonta o ol wnilived substances Lo ve
allocated as herein :rovided to -nch tract oo partisivating erea so esbtaollished,
and shall govern the allocatizng of prociciion o orennT with the effecstive date
of the participating area. A coypnrste por oo lne wrea shall be establishad for
each separate pool or deposii o unitized ol oo v Tor any greun thereof which

is produced as a single ponl or zone, wrnd any wo o ov more participatinT areas so
astablished may be combined inio one, o wpurova: 5t fhe Supervisor, the fanl Commis-
sioner, and the State Divisiorn. When pro .o ion 'ron two or meore participating

areas, so established, 15 subsecouently found Lo 1o !ron a common rool or deposit

-
said participating areas shall be combinerd 1nto one, effective as of such appropriate
. datc as msy be approved or prescrived by the Supervisor, the Land Commissioner, and
State Division. The participzting area or areas so establishec shall be ravised

from time to time, subject to .ike approval, to include additional land then regarded

. as reasonably proved to be productive in payine guantities or necessary for unit

operations, cr to exclude land then regarded as reasonably proved not to be oroductive
in paying quantities and the schedule of z2llocation percentages shall be revised
accordingly. The effective dave of any rovision shall te 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 date may be used if justified by

the Unit Operater and appreved 'uv o the S{]P;gy‘1rifrr.7‘; the Lans Commissione:‘, and State
Division. No land stall be e¢xcluded from a varticipating area on account o de-

pletion of the unitized substances, excep: that any particivating area establ:ished
under the provisions of this unit agreement shall terminate automatically whenever all
completions in the formation on wnich the participating area is tased are abandoned.
Tt is the intent of this section that a participating area ghall represert thevf
area known or reasonably estimated to be prodactive in paying quantities; but regard-
less of any revision of the participating area. nothing herein contained shal. be
construed as requiring any retrcactive adjustment for production obtained prior to
the effective date of the revision of the pariicipating area.
In the absence of agreement at any time lLetween the Unit Operator and the
Supervisor, the Land Commissioner, aud Ztate Divicion as to the proper delinition

Al

or redefiniticn of a par-.zivatin: area, or «n-il 2 particirating area has, or sreas

Mt i o Subies et Itk M sy Eet e | ke A e
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have, been costablished ac providcd nerein, . ¢ ot un of all puyrents affessed
thereby shall be impounded in o manner maiant!l; socepiable to the owners of working
interests und the Supecivisor and the land Coreir o i= | Tovyaities due the United
States shall te determined by “he Supervizer for rederal lands and the lLand Commis-
sioner for the State lands anl ‘he amount ‘hervof chall be deposited, and direcied by
the Supervisor and the Land Connissioner, to be held as unearned money until a
pariicipating area is finally approved and then applied as earned or returned in
accordance with a determinmation of the sum due as Iederal and State royalty of the
basis of sucl: approved particiypating area.

Whenever is is determined subject to the approval of the Supervisor, the Land
Commissioner, and State Division that a well drilled under this agregsment is not
capable of precduction in paying quantities and inciusion of the land on which i\ is
situated in z participating zren ic unwarranted, production from such well shall,
for the purpcses of settlement wamong all partics olher than working-interest owners,
be allocated te the 1o on which the well ig locvated unless such land is already
within the pezrticipating area extablished for the pcol or deposit from which such
praduction is obtained. Settlement for working interest benefits from such & well
shall be made as provided in “he unit cperating agreement.

12, ALLCCATION OF PRCODUCY

Ne ALl unitized substances produced from each
participating area extablished under this agreement, except any part thereot used in
conformity with good operating practices within the unitized asrea for drillirg, opera-
ting, camp, and other production cr develepment puvpeses, $or repressuring or
recycling in accordance with a plan of development aspproved by the Supervisor, Land
Co..missioner, and State Divisicn, or unav5idable lost, shall be deemed to be pro-
duced equally on an acreage bacis from the several tracts of unitized land of the
participating area established l'or such production ard, for the puarpose of determining
any;benefits accruing under this agreement. eazch such tract of unitized land shall have
allocated tc it such percentage of said preduction as the number of acres of such
tract included in ozid wartliciveting area vears 'o the toftxl acres of unitizec

land in s2id participating ares, except tha® =zllcezntion of production hereunder

for purposes other than for settlemeant of the voryuify, overriding royality, or

payment out of producticn obligetions of the recsprctive working-interest owners,

shall be on thne vasis prescribec in the unit operating agreement whether in eon-

formiiy with the basis of allocition herein e torth or otherwise. 1% is herety



agreed that vroduction ol oot aoo b onlo o Troar o et oty area chall be

sie!
allocated as provided nerci- vegardies, ot e tep v weiis are o drilled on any
pacticular vurt of ~ract of cod perto o o s oo T sy pan produced Srom
one participating e 1o oo b Sor pep e 0o o veeveling purvoses in another

participating area, the f£ivol oas withiro o oo el Tontement ionced participating
area for sale during the 11 ol this sprece s ciall be considered to be the gas
so transferred untiiy an amourt caqual to Lhre 'rondlerred shall be so produced for

sale and such gas shall be <dlocuted to the porticipating ares from which initially
produced as such area was loet defined at the time of such final productior.

13. DEVELOPMENT OR OPLIATION OF ROL-PAWUICIPATING LAND OR FORMATIONS. Any

party hereto owning or contrclling the woritins interccit in any unitized lzrd having

thereon a regular well lccation wmay with the aprroval of the Supervisor ard the

Land Commissioner, and the i'ivis

e

on as to prvivately owned land, at such perty's
sole risk, costs, and expence, drill = well to test any formation Zor which a
participating area has not teen establiched or to test any formaticen for which

a rarticipating area has been established 1{ nuch location is not within said

-

e

participating area, unless within 90 dazys o! receipt of notice from said rarty of
his intertinn to drill the well the Unit Operator elects and commences to drill such
a well in like manner as other wells are drilied oy the Unit Operator under this
agreement.

If any well drilled as zforesaid by 2 working-interest owner resulis in
production such that the lanz upon which 11 15 sitvated may properly be included
in a participating area, suca participating area shall be establighed or enlarged
as providerd in this agreement and the weli shall ithersafter be onerated by the
Unit Operator in accordance ~ith the terme of tnis agreement and the unit operating
agreement.

If any well drilled as aforesaid by a woriing-interest owrer obtains oro-
ducticn in nquantities insuff.zient to Jjustify the inclusion of the Land upoa wnich
such well 1s situated in a puriicipating area, such well may be operated ani pro-
duced by tre party 4drilling “ne same subtjiec’ to *the conservatiocn rejguirements of
thic agreerent. The rcoyaltios in amoun® or valus of production fromn any such well

shall be pzid as specified n the undertying ienne and agreements affected.

A, ROYALTY SEOULEMALT. Tne United Dfaten ond any State ond any royalty
owner who 1S enftitled 1o Tale T oAindd oo U Y orhe rolstances now unitized here-
under shall herasniter bt oert. . ta frae pii. o wle ln kind its share o! the

sulstances, and Ll oLt vnerat Lo, o0 Uhe o uariing-intorest owner Ll case
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apprcval of ine Socretary or io iy oautihorar ooropre contative
1 ey ) a- Ty . Tt Y e e s e . LT . MNoson . . ~ ’
Hontals on Stote of oo exien lierin oo Toou Go thia agrecmont shall te

paid al the vates aopecified 1t poopoctive TR
With respect to auny oo oL non=Yoders Dol contailning provisions vhich

woull trrmincte such leass: anis oo Adritling o0 ioone are commenc: i upon the land

covered thoeroby within the tins thoroin speciyid o0 rentals are opaid for tlte pri-

- vilege of detforring ouch drilling oporatic.o, i rentals required thereby chall,
notwithstanding any other provision ot this sooroonent, be deemed to accrue end be-
come payable during the term thercoi as extendod vty this agreement and until the

. required drilling opsrations ¢:. commence ! up n Lhe land covered thercby or until
T

] ; some perticn of such land 1s inciuwdled within o participating arca.

" 15, COISERVATIUN. Coerations nervoundor and praduction of uni*tized sirstances
shall he conducted to wrovide tor the nost rcononical and efficient recovery of
said substanc s withouat waste, as defined by or purrusnt to State or Federal law
or regulation.
17, The Unit Operator shall take such mzasures as the Supervisor
- and Land Commissionsr doom appropriate and adeguast. to pravent drainage of unitized
) substances from unitized land bty woells on land not rubject to this agreement.
3 o
16, LEAGSES ALD CONTRACLY COLNTORMEL ALy MTolLiD. The terms, conditiors,

arnd provisions of all leases,

stise contracts relating to euploration,

drilling, doevilopmon:, or operctlion for il or on lands committed to this agree-

[
-l

ment are herely cxprossly med? “f and armeeraded Lo othe oxtent necessary to make the
same confcrm te *he provicions neroof, but Jtinorwiss to remain in full force and

.

effect; and the purtics hworeto nereby conceoont wnnt che Secretary, as to Federal
leases and tn» Land Commiosiorer, =0 te Ntace Doaoen, chall and ench by kis ep-
proval her-:cfy or Sy th approval hereof oy hic wuly authorized representatzve,

Ao rorets

ca S804 el [

Y, pLtor, ocnange, or revor o drilling, producing, rental,

minimum royelty, and royully rogalrements o0 2o rnl snd State leases committed
hereto : Thor remn o T T e b e Contern maid regiirements fo o the
provisions o thiv meroonot, oot wintove D1 o e menerality o the foregeing,




A1l leaven, cuabiteanen, st oo trnete oA C0 0 i T e a o srdanee with

the fellowing:

7 i - P - Lo . -
(a}  The development cleratlion e oot v thile nypreement under
the terms thero! ol e oo T o Conll oobligationg “ar deve lop-
i
%
ment and operation with roeopee Lo ocnch o ey sovavately owned tract subect

te this npreement, rveparcdlecs o0 whetioer tiee 0 nry devedlopment of any particu-
lar tract o: the unit areq,

{b) frillins and prod ing operations e rmed hercunder upon any tract
of unitired lands will be accepted anag deors 0t b perforaed upon and for tre
benefit of ecach and cvery trict ol uniticod "ana, and a0 lease shall be deericd to

expire by resson of fallure to urill or produce w116 situated on the land therein

embraced.

(c) Suspension of Arilling or preducing oporations on all unitized lands

pursuant to direction or cons.

t of the Scorectary ard the Land Commissioner, or

his duly authorized reprecentitive, shall be deoemes to constitute such suspersion

h. " pursuant to such dircction or tonsent ws Lo cach and overy tract of unitizec land.

?“wgﬁm_nwﬁ‘~ - A suspencion ol drilling or producing operations linited to specified lands shall

- be applicable only to such larncs.

{(32) Each lense, sublesse, or contrant relating to the exploration, crilling,

development or operation for <il or gac of lands other than these of the United

States and State of New Mexice committed to this agrocrent, which, by its terms

might expire prior tco ihe terninstion of thi. srrownent, 15 herevy cxtended beyond

. any such terms so provided theroln oo that 3t oholl be continued in full force anc
i
B effect for and during the tern o!f this aprecnont.

> {(e) Any Federal leas: for a fixe:

thereo! or any part oi suach lec

o
e
-
$

i
'

’

»

ot

tinue in force beyond the tore provided theroi: “oitil the termination hzreof.  Any

other Federal lease committad rYerets chall continue Iin force beyond fthe term so

ie

itted so long &5 such lease romains

provided therein or Ly law as

W

+

o the land con

subject hereto, provided that production is had in paying quantities under this unit

ry

agreement prior to the <xpiration date of the L.rm of such lease, or in the cvent
ac.ual drilling operations are commenced on crnitized land, in accordance with the

provisions of this agresmznt,

il

rier to the srna o the primary ters of such Jease

and are beirg diligently prosceated ot that i, cuch lease shall be extencded for
two years and so long thercalior oas oiloor oo .orrodiiced din paying gquentities in

it o S e N e A5 o




accordance with the Drovioooo Sl the e e o A Lew £1ND

...... iciun o 0.
(£)  Yach sullesse or sontract rola® o0t e operation and development of
unitized sulintuncen tror dand o of the " L traen committed to this agreement,

crme would expioo prior fo lhe t e at which the underlying laese,
as extended by the immediately preceding parmcraph, will expire, 1s hereby 23tepnaea
beyond any such term o provided thercin o (ot it shall be cortinued in £2111 force
and effect lor and during the term of the noierizing lease as suen term is herein
extended.

() The segrepntion o any Federal 1o ooumitted to tris agreement is
governed by the followiny provition in ‘he Do peragearh of Sec. 17 (i) of the

4

Mineral lLeasing Act, s anmenion by the Aot o chgcomeer 2, 1960 (74 Soat, 731-784):
"Any (Federal) lease herciofore or herentior oo it to any such {unit) Plen em-
bracing lancs that are in par. within ani ‘o 1ot cutoide of the area cover:za by
walk

any such plan shall be segregeted inte separete Lomoes as to the lands committed

and the lands not committed as aof the efvestive a2 58 onitization:  Frovi

pled
however, that any such lease wc to the rnonunitirmed rortion shall continue i1 force
and effect for the term thereoi but for not lern than twe years from the date of
such segregation and so long (rereafter zs oll or gas is produced in paying quanti-
ties.,"

(h) In the event the iritial Test Well is commenced pricr to the expiration
date of the shortest term Staze Lease within ithe Unit Area, any lease emtracting
lands of the State of New Mexico which is made subject to this agreement, saall
continue in force beyond the term provided therein as to the lands committed hereto
until the termination hereof.

(i) Any lease embracing lands of tha Ltate ¢f Mew Mexico having only a
portion of its lands committed hereto, shall t» cegregated as to the pretioa com-
mitted and the portion not comritted, and the lerms of such lease shall apply
separately to such segregatel protions commencing as cf the effective date Mereof;
provided, however, notwithstanding any of the provisions of thie agreement Lo the
contrary any lease embracing lznds of the State of Mew Mexico having only a portion
of its lands committsd hereto chall continue in fv11 force and effect beyond the
term provided therein as to all lands embraced in such lease, if 2il or gas is dis-
covered and is capable of being produced ir paying cuantities from some rart of
the lands embraced in such lence at the expiraiion of the secondary term of such
lease; or if, at the expiratior of the secondary tcrm, the leasee or the Unit{ Opera-
tor is then engaged in bona ide Arilling or roworxinw operations on some part of

the lands embraced in such 1l:ngre, the same zo to @il lands embraced therein, shall
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proszatod, and 11 they veooile o A ure o 0 i e ey cadl Lease chall

wrda T

contiive b teal Y roor e e et st o ans earraced therein, so long

therean tor s b v e e T o e )or

, L E R w3 iy BUE LAVl

of sail landes,

. COYVERALTT BUN WIME TAXD. The covenants herein chall be construed to be

covenants running with the oo th respest o the interest of the parties hereto
and their successors in inter-ot until thils oeroemoent termlrnates, and any grant,

transfer, or conveyan-«, or ixsterest in 1oy o Donoes subject hereto shall be and

Feraby is coniitioncd vpon the nseounpiicn of o 0 srivileges and obiligetions hereunder
by the grantes, transtorec, or osther succenor dn nterest. No assigoment or trans-
fer of any working intercst, rveyolty, or otlior lnierost subject herctc shall be
binding upon nit Opernter until the first G 0 the Unit

Operator
9, r3

pe Lo 1ol

sriginily ghaotoointisy or certificed copy of the
instrument oi transier.

20. BIFECTIVE DA Al

approval Ly the Scorctary and tne fand Comm o oricn.r or nis duly authorized repre-
sentative, and shall terminat . five (9) yenrs vras aaid effect

{a) such date of expiration is extrreled oy tho Director and the Lani Com-
missioner, or

(b) it is reasonably lcternined prior to the expiratiocn of the fixed term
or any extension therco! that the unitized land is incapable of production >f uni-
tized substances in paying quontities in the formations tested hereunder ani after
notlce of intention to torminite the agrocrent on such ground is givern by tae Unit

Operator to ul

b=

ol
&
)
pas
-l
9]
9]

interect at thelir lant «xnown addresses;y the agresment

is terminated with the speproval of the Durervicor and the Land Commicsioner, or

(c¢) a valuable discovery of unititized sutstances has been made or accepted
on unitized land during said initial term or any extension thereof, in which event
the agreement shall remain in effect for such term and so long as nnitized stb-
stances can be produced as to federal lanis, and are being nroducad
lands in quantities sufficien. to pay for the cost of prodicing same form wells on
unitized larnd within any participating area ecctublished hereunder and, should pro=-

duc-ion cease, so long therealier a

[6)

diligent operations are in progress for the
restoration of wroduction or discovery of new iruduction and so long thereafter as

SLUSLATICES E0 Giiiuverud are procuced oo atforesaid, or




CdY it de terr ot ot et ot Lo s agreenent s This agree-
ment may he terminnted oboanc tane by onot Do the U VT per centum, unonn ncroage
basis, of thie working=inte: Poonhe 1O Srdnntaory hiepeio, it the awvproval of the
Supervisor and the Land Conrcrsionery notice 8 nny cuch approval to be given by “he

Unit Operator to all parties herctic.

2%, BATE OF PROCPECTING  DEVILOPMDINT. AL PLODUCTION.  The lirector is
hereby vestod with authority to alter or modity from time to time in his descretion

the guantity and rate of procuction under thi: apreement when such quantity and
rate 15 not fixed pursuant tc Pederal or 5inte law or tdoes not conform to eny state-
wide volunianry conservation c¢r allecation jrorvam, which 1s establishea, recognirzed,
and generally adhered to by the majority of oyeratorc in such State, such euthority
being hereby limited to aslteration cor modificsticn in the public interest, the pur-
pose thercof and the pubtlic ‘nterest to be scrved thereby to ve stated iﬂ the order
of alteratinn or modification. Without regarc iou Llhe foregoing, the Director is
also hereby vested with autherity to alter or nodify from time to time in tis dis-
cretion the rate of prospecting and developmert and the quantity and rate of pro-
duction under this agreement when such alteration or modification is in the interest
of attaining the conservation objectives stated in this agreement and is not in
violation of any applicatle Federal or State law; provided, further, that no such
alteration or modification shall be effective as to any land of the S*ate cf

the aboence of the

)

Naw: Maws Am am T Fha et oA A e
BTw It Al1lUy Qo LU vaie D aly wd [FESRIRE:

(o)

oping in

{

specific written approval thereof by the Commissioner and as to any lands cf the Sta=

of New Mexico or privately owned lands subject to this agreemen: as to the quantity
ani rate of production ir the absence of specific written spproval thereof by the
Division.

ba) - . o B N - S | 2 e
FOWEI'S 101 LILD DTLLiull voOoLTuWw
notice to Unit Operator and opportunity for hearing tc be held not less that 15
days from notice.

22. APPPFARANCES. Unit Dperator shall, after notice to other parties affected,

have the rirht tn an 0 o onng Dol Iniaresls Bt rflilos i T

before the Department of the Interior and the Commissioner of Public lands zad to
appeal from nrders issucd undor the regulaticnc ¢f caid Department cor Land Commis-
sioner or to apply for relief from any of said regulations or in any preceedings
relative to operations before the Department of the Interior or the Land Commissioner
or any other legally constituted authority; provided, however, that any otrer inter-
ested party shall also have tac right at his own expense to be heard in any such
proceeding.

2%. NOTICES. AXi novison, demands, or stateuznits required hereunder to’be

‘ - 4

given or rendered to iLhe [nur'ien Lereto chatlooo doermed i1ly given 11 given in




writing and personally deliver:d (o the j0'c wr - ont by postpaid registered or

certilied ma 1, adivessed to sich party or iar' e ot their respeciive addresses

set forth In connection wotl o slvuature: oo o Lo the ratification cr con-

sent hereotl or to cuch otbor oo an sy oo paety nay have furnished in writing

, e e varee pvie vaeione e v T empier .. . . . .
2h 0 VATV O CRRCTA D RIGHTTL D iy o twiic agreenent contaired shall

e e et e ey o e 1]
be construed as a walver Ly o porty bt o s raght Lo assert any legal or

censtitutionsl ripght or defors . s te the vt ior r oinvolidity of any law of the
State whereir caild unitivzed Yoacie e looat iy o0 o e United States, or regula-

Ty

tiors issued thercunder inony coy afdecting ookl fovty, or ns a waiver by sny such
party of any right beyond bl or Tto aotnoriin o ownin

25. UNAVOLDAB. L 1w

411 ebligntlions inder *his agresment requiring the

hd - . . LTI . -
Unit Operator to commence or continue dritiin: or toe operate on or produce wmitized
%
substances from any of the lundo covered by thic agroeement shall be suspended while
w
o Y e the Unit Operator despit~ th. c¢xercise of due care and diligencs, is prevented from
P . w T complying with such obligaticns, in whele or in part, by strikes, acts of Cod,

. Federal, State, or municipal law or agencico, unaveidable accidents, uncontrollable

delays in trensportation, insbility to obtuin necessary materials in open market,
o other matters buyend Lhs ronsnnable control of the Unit Operator whether similar
to matters herein enumerated or not. No unit cbligation which is suspendec under

this section shall becom~ due "ros than thirty (90) days after it has been deter-

mined that tre suspension is no longer applic:tla, Determination of creditable

L
"Unavoidablc Delay" time shall b~ made by the unit operator subject to approval of
the Superviscr and the lLani {(onmissioner.

"
b

26. LONDISCRIMIUATION. In connection with the performance of work under

this agreens-nt, ths ovcrator agrees to couwply witlhy ull the provisions of section
202 (1) to (7) inclusive of Iscentive Ordor 1920 (O FUR. 12319), as amenced,

. which arc hereby incorporatec oy relerence in this agreement.

27. LOSS OF TITLE. In the event titis to any traci of unitized land

shal

fail and the trie swner cznnot be induced to join in this unit agreement,

!

such tract shall be automatica ly regavded as not committed hereto and there shall

be such read ustment of future costs anc ben=fits as may be required on account of

the losc of such title. In b itie as to any rcyalty,

t

e avent of a diceut: as to
working intercst, or other int.rests subject thercto, payment or celivery cn acgount
therco? may to wisnhel.o witho o liability for iontor-st until the dispute 1s [inally

scttled; nrovidol, ther, -0 o, Coderad oani Jioio lani or laoases, o poyments of




funds due the Unated Dticen o 0 oo ! ooy sl be o vothheld,s but
snch fundc zshall Ue depocoiod o0 atreatea Voo 0 e losr and soch funde ¢f the
State of Hew Mexico shall be 3 seited a0 iy Lot e bamd Cenmt ssicner, VD e
1 held as unearnced money pendine Uonnd oseritlevsopo o e s i4de disnvte, osnd then
cpplind az enrned o returnod 1o aocordance with ooon finnl settlenment.
Unit Operator as such ir relieved [ron sny responsibility for any defect
or fallure o7 wnv il

23. NON-JOINDER AND SUBSEL JENT JOINCER. It

the owner of any substantial

interest in a tract within the u1it area fails or refuses to subscribe or consent

to this agreement, Lhe owner of the working interes! in that tract may withdraw said
tract from this agreement by written notice delivered to the Supervisor, the Land
Commissioner, the State Division, and the iUni!t Cperator prior to the approval

of this agreerient by the Supervisor. Any oil or gas interests in lands within the

R

L3
unit area not committed herets scicr to cubmission of this agreement for final
- approval may thereafter be comuilted heretc by the owner or owners thereof sub-

N

scribving or conseniing Lo thuls azreement, and, If the inlerest is a working interest,

. by the owner of such interest also subscribing to the unit coperating agreement.
w After operations are ccmmenced azreunder, the right of subsequent joinder, as
d in this section, by a working-interest owner is subject to such require-

ments or approvals, if any, pertaining to such joinder, as may be provided for in

|
|

the unit operating agreement. After final approval hereof, joinder by a non-working

interest owner must bte consented to in writing by the working-interest owner

o committed hereto and responsible for the payment of any benefits that may accrue
hereunder in behalf of such non-working interest. A non-wourking interest may not

be committed to this unit unless the corresponding working interest is committed
hereto. Joinder to the unit agrzement by a working-interest owner, at any tine,
must be accompanied by appropriate joinder tc the unit operating sgreement, if more
than one committed working-interest owner is involved, in order for the interest

to be regarded as committed to :nis unit agreement. Except as may otherwise herein

be provided, subssguent jeinder: to this agreement shall be effective &s of the
first day of the month followini the filing with the Supervisor, the Lend Comnissioner,

~—A
Q

Ll s

n
[N

tate Div

[\
O

objection to such joinder is du.y made within sixtz (&0) days by the Supervisor,
or the State Division; provided, however, thuat as to State landes el subsequent

joinders must Ye approved by tae Commissioner.

sien of diuily executed counterparts of all or any papers
necessary to establish effective commitment of any *ract to ithis ggreement unless
R i



20, COUNIREPFALTS. T

parts no on of wnioh needo o

et

conscented tc by sepnrat

W

shall be biv:iing upon atd tloo

ficaiion, or conent noeret s
had signed the same dncamons
other parti. o owning cr olain
unit area.

0. SURREIDIR. Dotha
working-interest owner ot the

subleaso, or operating noreors

surrender or by forieiture ao
agreement.

If, as a result of any

ST et eowted in any nunber of ccunter-

jrties or may te ratilied or

aent o oinoarstan ticalily referring herto and
partics wh b crecntod tuch o et ernart o oratd
H s T

R U R SRR AU U et as 1r all osuch pratties

Proboroegarae .o 0 s e aronot it i cwccuted by all

P Inte S tands within the above~desceritbed

sgoinothio g o1l prohibit the oxercise by any

Lo te carre e v oo tod in osuch partr by any lease.

Lt oac te ot ooy osr orart of the laads covered thereby,

111 oor maght oatiive wuch working 1aterest by such
berenfter oot th. 1o bound by the terme of this

stuch surremnst r, the working interest rights as to

such lands become vested in ary pzrty other *hnn the fee owner of the unitized sub-

stances, calda party may tforfei

t such rights snd further benefits from operation

hereunder as to said luand to the porty next i the chain of title whe shall be and

becene the osner of such working interest.

If, as the reault ot ar

becomre vested 1n the oo owner

(1) Azcept thoes: worki
the unit operating agreenent;

(2) TlLease the portion

established nereunder subicct

(3) Provide for the ir

ncet then included withir a vartiil

If the fee ownoer of the

)
ey i

y cuch surrender or forfeiture, working interest rights

ol the unitised cabotances, such owner may:

Lg-intorests ricnto sulject to this agreement and

such beos! s do dinclwided in a participating area
to this sgveorent wnt the unit operating agreement.
Irpendsont cpe retl o o nnr part of such land that are
ticipating aw-v <atablished nereunder.

unitized cuvctan w0 dnon net accepn the working-

interest rights sublect 5 this wgroecment an Ui unll cuerating agreement or lease,
such lands as above-provided within six 7€) vonins after the surrendered or for-

feited workinz-interest rights

become veegted In tho e owner, the teoerefits and

obligations ot cperationg accrilng to such lanis gnispr this agreement and ths urit

cperating agrrement chal

interects in wocordnnos witn 4o

cooreel ooy thoe resninlng owners of unitized working

Irorespeestiv : interaest ownersrnips, and
Lol » i o7 nnitized zub-




&

stances e el oo b

royaltics coplioabdle fo oot

unitized.

accruing to or payzments anloowrenoonar

dered cor Tortoited woriing oo et onn
arnd payrent ci zny moneys Voionoto b

between the varties within thirty ©90)

ment is in cxistence wnd s omeoundly ac

R O S ATR S EERS PN |
S Cre i Ui lamiin wert
! ! A Lt T LG W I
Loorrie by i benefita

e oo bbbl oY such o gurren-
< ot oy nder or ferfeiture,

owinm Lo et o aeconnting Chall be made as

~wvent no urnit oprrating agree-

IS

coptavic T roam Lt between “he proper parties

thersto cannot be conosumnaten, the Supervicosr @nr orogeribe such #oascnable and

equitable agreement 2o ne e warran

Lod wmier Lo eircunatances.,

v .

The ex2reice ol any rieht vested in oo werring-interest owner to reacsign

surrender.

[

ot to Lhe rorly fren wher obioineod onnll be subject to the same

set forth in thic soection v ovouri 4o the oxercise of a right to

31. TAXES. The worki:r-interest owne o r2ndl render and pay for their ac-

ceunt and the account of the reyudty owners 2! valid taxes on or measured by the

unitized sutstances in and wunder or that may be produced, g

athered, and sold from

the land subject to this contrzct after the etffective date of this agreement, or

upcn the proceeds derived therefronm.

The worxing-interest owners on each tract

shall and mey charge lhe proper proportion oI said tsxes to the royalty owners

having interests in szid tract, and may currently retain and deduct sufficient of

the unitized suvstances or derivative
allocated share of each royalty owner
No such taxes shall be charged to the
to any lessor who has a contrect with
which requires the lessee to ray such

z MO DADTITIDOUTT T

n
i

products, or net proceeds titereol Irom the
to secure reimbursement for the taxes so paid.

United States or the State of New Mexico or
»

5

1ig lessor who has a contract with his lessee

Pees

taxes.

TPRRIHIPL D1 Lo expressiy werena thnt the relasion of the parties

heretec is that of independent contractors and nothing in this agrsement contained,

. e ereir errn e G rtD st e Tt
S LANVLIOT OF SUPTPVISION.
- N ’ ]
inbterest Dwriors, nor N 0D LnenL, D
O exnirlio STl e ;

Dliwsd, mur ary wseratlons comndnctsod hereunder, shall create or be

the parties hereto or

fositieor i Unit Operator nor tre working-

t-oc e o woosny forfeisurce, termination,
I T T oo oar centracts subject nereto,




fivviure in whole or in part

or to any penalty or
to comply with any aopplioal i proviaion tio o0 0 *he oxtent tha* the seid Unit

Operator or the working-int. ret owners, “r w7 0 ther, are windered, delayed, or

prevented from conply ot thevenath Ly oy 0 Dailure of the Unit Operalor to
ahtodin  Sn e vt oe o NI TN  CA TR oorregqoce of proper repretentatives
of the United Htates and jaorer roprenent o i tate o Hew Merico in and
about any matters or Yhlngn concerning whooob . reariirea herein that such con-
currence be obiained. The prartics fperero o Lot the Dtate Division, agree

that all powers and authority cotea in the J0-0. Livision in and ty any provi-
sions of this agreement are vestedl in the Jtaro Division and ehall be exercised

by it pursuant to the provisions of the lwws o v inte of lew Mexico and subject
in any case te appeal or Juireial review noonc oo e hereafter be provided by the
laws ol the State ol New Mexico.

), [SRERRRAF WAL Al b A X" "' Pt >
L. SURFACE AND EHNVILONMENTAL !

o

agreement chall modily ov change either the cpocinl deral Lease stipulations re-

lating to surface management or such special tederal Lease stipulations relesing
tce surface and environmental protection, attached to and made a part of, 0il and
Gas Leases covering lands within the lnit Area.

IN WITHNESS WHERVOF, the parties hercro have caused this agreement to be

executed and have set copvosite thelr respzctive narmes the date of execution.

ATTEST:

-

TATES "”POT?}xFORPuRATIOh

) / . L
e . e

<. =
_/Astistant Sacretary Addres /;’/ Viece Iﬁuthmt

P

307 South 4th Street
Artesia, New Mexico 88210

ULIT OPERATOR

/~7

STATE OF New Mexico

COUNTY OF _ Rddy

The Zoregoing instrument was acknowledged vefore me this 14zh day of

January . 1480, bY Jahwm A. Yaranm who is

Vice President of Yates Petroleum Corporation, a New Mexico
TQ'Y'Q#A f\“ Tnnr\v-p )

L2 LLer P-4

corparation, for and ~n bohalf of said Corporation.

My Lcnmssmq’xpn»’ o // //f/f_,/,f/\ / L,é//u/ij\

‘\’. Ty P
8-23-8] J?f

e m—————
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EXHIBIT "B"

SCHEDULE SHOWING ALL LAND AND LEASES

WITHIN THE PRONGHORN UNIT AREA

TRACT
NO.

DESCRIPTION OF
LAND

NUMBER CF
ACRES

SERIAL NO. &
EXF. DATE

BASIC
ROYALTY

LESSEE OF RECORD
AND PERCENTAGE

OVERRIDING ROYALTY
AND PERCENTALGE

RPN

T_2%.3 R-3Z_E_ NMDM
he —~ b A et -

T~ [ANre AT

P SR Ou e £

Sec. 7: Lo*s 1,2,3%,4,

T-23-8, R-33-E, NMPM

Sec. 7: N¥SER

T-23-8, R-33-E, NMPH

Sec. 5: Lots 3,L, Sk
SE%

Sec. 8: NW¥, SE4

T-23-5. R-33-E, NMPM

Sec. 5: Lots 1,2, SWh

Sec. 8: NE®, Swk

FEDERAL LARDS

IR TN o RN S S SN A P N~ % n
L4 A fAawsns  avAA U WL &AL AR B N %4

)

*Extended to 2-30-31 by driliing Operations
**Record “i*le assigred to working Interest owner:z
bu* not aprroved by ELM
80.00 IM-17063 USA . B. J. EBradshaw*
11-30-32 2.5 HNG 01Xk To. AlL
*T.ease teing acsigned ie HNC 01l Company
£329.89 HM-1862L US4 El Pasc Natural Gas Co. 0.
7-31-03 i2.5 American Quasar lPetr. 0.
559.6%  IM-20073 USA Gulf 041 Corparaticn A1l
/ -0 Aar -~
2-23-0kh 2.5

. . NOS

r

R S L
(S TS SUNNLLS I S -
. S

cune wW. reller

Central SW Trust
Central SW 0il

A Ty L
n. o waisirem,

Cyt

I.

.
~
i

ooy
) \J

N

[AVIRAV]
U

5.0

A

U

Fogo Prod%
iates reur
Martin Ya-
Garon D. <
Yates Dri_
S. P. Yate
Los Chicos.

HRG 01l Cen

!
Same as Les

Gult O1l L




L FXHIBIT "B PART 1

SCHEDULE SHOWING ALL LAND AND LEASES
WITHIN THF PRONGHORN UNIT AREA

LFEA COUNTY

SERIAL NO. & RASIC LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
EXP. DATE ROYALTY AND PERCENTAGE D PERCENTAGE AND DPERCENTAGE

FEDERAL LANDS

ey~

IM-10472 USA ¥l Paso Natural Gas Tot' All Wr. 5. Ross 2.5 Pogo Producing Co.
5-%5-7C* 12.5 Charles . Yeller 1.028 Tntes Peiralaum To,
, Sune w. leller .7 Martin Yates, 1ii
} *Fxtended to 2-70-81 by drilliing Uperaiions Garon D. Cagie
**Record title assigned to working Interest owners Yates Drilling Co.
but not aprroved by ELM S. P. Yates
Los Chicos, a P/s
I -17055 US4 , B. J. Bradshaw®
-30-82 12.5 HNG 0il Co. Al Lstate F. J.
Erzdshaw £.25 HNSG 011 Company
*lease veing assigned to HNG Oil Company
) NM-1863h USA El Paso Natural Gas Co. =0, Ceniral SW Trust 2.5 Same as Lessee of Kecord
7-31-83 12.5 American Quasar Petr. 50, Central Sw 0il 2.5
KM-20073% USA Gulf Oil Corporation A1l L. A. ¥Walstrom, Gulf 0il Corporation
2.5 Sr. 5.C

‘ 2-28-3hL

3

o

RN
f

- RN
.

WA O L

[ BT RS I

p-



10.

T-22-S, R-33-E, NMPM

Sec. 29:

All

T-23-S, R-23-E, NMPM

Sec. 5:  SYNEX

T oo C WoEZ W AT

e SN em g e

Sec. ZU NEWR, Lots 3,4,
EXBSWL

T-22-8, E-33-E, NMPH

Sec. 27t AL

T-22-5. R-Z3Z_F HIMPM

Sec. 22 412

T-22-S, R-32%-E, NMPM

Sec._}O:

Lots 1,2, EVhWh
SE¥

Northern Natural Gas Co. All C. D. Martin

HNG 0il Company All Arlene Lansdale

6L0 .00 NM-26886 UsSA
11-20-85 12.5
80.00 NM-27078 USA
12-31-86
Total: 3,178.96 Acres Federal Lands

STATE OF EW MEXICC LANDS f

za7 L2 T bran_z Qinte Daran Deradiianiwe Mamian £ M chc v
RIE A ~~SeT 2 - -G R = e S R - R

1-20-80 i2.5

£26.72 L-4703-2 State Pogc Producing Company £11 Neone Pogo I

7-21-8C 12.5 1

Lo .00 1C-832 State Yates Tetvoleum Coryp A1L Noue Yates W
11-30-82 .5

4

313.%0 LG-1739 State Gulf 0il Corporation A1 None Gulf C:
3-31-84 12.5

Total: .893.44 Acres State of New Mexico Lands

Recapitulation
3,178.56 Acres Federal Land, 52.67% of Unit’ Area
1,893.44 Acres State Land, 37.3%% of Unit Area
5,072

0 Acres 100.65% of Urpit Area




640.00 NM-26886 USA Northern Natural Gas Co. All C. D. Martin 6.25 Northern Natural A1l
11-3%0-85% 12.5 Gas Company
!
80.00 NM-2707% UsA HNG 0il Company A1l Arlene Lansdale 5.0 HNG 0il Cempany Al
' 12-31-86
Total: 3,178.96 Acres Federal Lands
r
STATE OF EW MEXICC LANDS
z9z L2 T-kooooz State Porn Prodarins fomrons L Nowa Dors Deoiiels . T - -
L 1-20-80 12.5 B
£25.72 L-4703-2 State  Pogo Producing Company 211 Norne Fogo Producins Co. Al
7-21-8C 12.5
G55.05 1G-8g2 State Yates Petroleum Corp. A11 None Yates Pe'roie.m Cor: .l
11-30-82 12.5
)
313.%0 LG-173%9 State Gulf 0il Corporation All None Gulf 0il Corporation 411
r% 33184 12.5
} Total: 1,893.44 Acres State of New Mexico Lands
Recapitulation
- ) 3 178 856 Acres Federal Land, 62.67% of Unit Area
| 1,893.44 Acres State Land, _37.3%% of Unit Ares
5,072 Acres 100.5& of Urit Area
PA .




The undersigned, (vnet:or one or more! Lercly ncknowledges receipt

of a copy »f the Unit Aprecione for e v oot ana Uperation ol the
Pronchorn ndt o ATon omorafil L sl .. T O Y S

which said Agrecront 10 dato. e 7o oy o0 ecemier, 19T4 0 znd acknowl-

edged that tner hove resd tre same and are oo l:av with the terms and con-
ditions thereof. Ine undercagned, also veldno e owners of the leaseneld,
royalty, or other interests in the lanus or minerals emtraced in said Unit
Area, as 1ndicated on the uchedule attachied Lo caid Unit Agreement as Exhi-
bit "B'', dc hereby consent ttereto and ratiiy =1l of the terms and provisions
thereof, exactly the same ac 1if the undersigned hed executed the original
of said Unit Agreement or & counterpart therec?.

IN WITRESS WHEREOF, tris instrument is executed by the undersigned as

2f the date se*

'

orth in tteir respective acknowledgments.

POGO PRODUCING COMPANY

AN
o 2l b el

Sr. Vice President

INDIVIDUAL / 7" 57

STATE OF -

COUNTY OF

The foregoing inctrument was acKknowlecre:d velore me this day of
» 093, by .
My Commission Expires:
* Hotary Public
CORPORATL
STATEZ OF  Texas )
JEZ.
COUNTY OF Harris )
The foregoing instrument was acknowledged before me this 10th day cf
January , 1930, tv B. D. Holland, Sr. Vice ,

. Presided?—ofPogo Producing Co., a Delaware
corporation, on behalf of said corpnratiorn.

\‘/
el o)
: My Commission Expires: \7%>§/‘ : = B {:%%gi/
E ./ 5 / ; Lo il i e A el PP 7t
Ve g [Q/f?_/é’ lwiary Pubiice ///
77

A A i it S e WO .

|
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The wnders; v

CroAeeny of the Unit Arpeo Croror e
3
Pronghorn Unit Aren CMOracive lands o

which sagidg Agreement is dater the 1ot

edged that they have read - Same andg

ditions theresf.  The urdersigned, aleo

royalty, cr other interests in the

Area, as irdicates on “ne sotadsy

A A 1‘;

Jit "B" ¢e hereby consent hereto

thereof, exactly ‘he sare @3 11 the

voawhe oo one op oo

L

id‘v O e r‘(""‘\.‘(}"‘
are fomilcar wi
Lelng the
lands or miners:

Foattachel ©o eaid Unis

and rats

sl

"

ACHnowledges ree ipt

receipt
ST orment and Operation of the
nrtedoin len County, New Mexico,
1979, and acknowl-
ith the terms ang con-
owners of the leasehold,
2«5 embraced in saig Uni-
Agreement as Exhi-

frall of the terms and provisions

Undersiene g bad exe culed the original
- of said Urit Agreement cr 4 “ountergart thepent,
IN wITNESE WHERECE, 15 o Instrument - execiuted by the urdersigned as
. . ’ "’_"__
- - of the date set forth in thejr respective acinow odgments.
= 5 em oy

. m/ﬁ%/ ///\\—x

4

4

/.
J

_ Attorney-1a-Faat

STATE OF
"‘- ‘

COUNTY OF

Nt N e
m
.
.

The foregoing instrument was ac

. ilﬁl‘lll_ﬂ' — 17%_ oy
My CofEJMETIN WaTEs, 111,

2

INDIVIDUAIL

Kn@wledgoh before me this

14t day o7

//ZZZ(Z; // //M\/w

The foregoing

instrumer.t was acknowlcxw»:

ot '47‘\/ Pub

r\n ¢ oro

Sre me tnis day of
—
_ 198 v by )
y President or y &
corporation, on behalf of seid corporation.
My Commission Expires:
Hotary Publie
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KNOW ALL MEU 2V ATTSZ PRESENTS: That we MARTIN YATES, IX1I

TORNDY .- ~- R Ceeies s
PR ERY Do

and LILLIE M. YATES, hushand and wife: and FRANK YATES and JO ANN YATES,

husband and wife, of Artesia, New Mexico have made, constituted and
appointed ind by these presents do make, constitute and appoint JOIIN
A. YATES, of Artesia, New Mexico, as our true and lewful attorpey in
fact for us and in our names and on our bhehalf,

1. To ask, demand, recover, receive all and any sums
of money, daebts, merchandise ur wifcctzc dve and pavable, coming or
belonging or which may at any fime be due, pavable or belonging wu
us, or either of us, from any person or persons whatsocver;

2. To accept any bill or bills of exchange or ordars,
make, execute and deliver any checks, drafts, money orders, notes

and renewals thereof, bond or bonds or other instruments or contracts

in our names and for ocur accounts to and for any amounts which he
may deem expedient;

3. To sell, mortgage, exchange or dispose of any real
estate which we now own, for any price or in any manner whatsoever
and for these purposes, to execute, acknowledge and deliver any
deeds, leases, mortgages or other assurances; .

4. To purchase any real cstate nn our account, in fe
simple or otherwise, at any price or any exchange whatsoever a
for these purposes, ta receive, confirm, make and execute any
contracts, deed, conveyances or other instruments whatscever;

o (b

Gl

c

. To commence and prosecute unto final judgment and
execution any suits or actions which he deems proper for the re-
covery, possession or enjoyment of any matter or thing which is,
or which may hereafter be due and pavable, owing, belonging,
accruing or appertaining to us and in any such suits or actions
for us to appear and plead before any courts having jurisdiction
thrreof and all stipulations, undertakings and other requisites
in any suits or acticons and any question arising on the same and
of all receipts and recoverlies in the premises, due acquittances
and discharges to execute and deliver;

6. To make, execute, deliver, acknowledge and perform
any contract, agreement, writing or thing that may, in the opinion
of our said attorney, be necessary or proper to be entered into;

7. To sell, assign, eincumbor and atherwisa disnose of
any mineral interest, oil, gas and other mineral richts of ~every
kind and descriotion, o©il and gas lcases and interests therein,
oil and gas leases issued by the State of New Mexico, oil and gas
lecases issued by the United States, upon such terms, conditicns
and agreements as our said attorney in fact may deem proper and,
for such purposes, to make, execute, acknowledge and deliver oil
and gas leases, assignments of oil and gas leases, partial assign-
ments of oil leases, mortgages and assignments of runs and renewals
thereof, assiqnments of overriding royalty and payments out of pro-
duction, operating agreements, unit operating agrcements, unit

agicements, communitizaticn agreements and subleases; and to
exccuie divicion orders in our behalf;
8. To make zpplications to the Burcau of Land Management



‘53H9JComm‘¢snon Expire

ﬁirqqgjﬂw/ /9

';

of the Department of the Interior of the United States for
approval of assignments and partial assignments of oil and gas
lcases, opcrating agrecerents, unit agreements, commuanitization
agrcemants and sublcases, and to make applications to the
Burxeau of Land Management of the Depoartment ot the Interior of
the United States for the extension or rencwal of oil and qgas
leases 1ssucd by the United States and, generaily, o do and

peslioii all adis NICI330ry, IOQUIvdd OF whaclh vul sald attoraey
in fact may deem prooer in connection with oil and gas leases
and intercsts therein icsued by the United States;

9. And for 211 or any of these purposes, to make,
execute and deliver anv relecases, comoromises, compositions,
agreements or contracts in his opinion necessary and expedient
in the premises;

10. This power is general and we intend that our
said attcrney in fact shall have authority to do and perform
every act and thing which he shall deem advisable as fully =o
all interts and purposes as if we might or could do if person-
ally present;

11 Mha ariincoarsas s on NE mrema~nd £l e omam
-

- SnUMCTIZTLOT T SECTiiil povwerls L0 cour said
attorney in fact shall not be construed to limit or restrict in
any mannexr the meaning of the general powers of our said attor-..y;
nor shall the expression of one thing be deemed to exclude an- ‘
other thing not expressed, although of a like nature.

This Power of Attorney shall remain in force and
effect until revcked » 197 _, but shall be ,
subject to revocation at any prior time by recording a proper
instrument revoking the authority in the office of the County
Clerk of Eddy County, MNew Mexico.

We hereby ratify and confirm all that our said attorney
shall lawfully do or cause to be done by virtue of these presents.

. /

EXECUTED this g/ﬂ,zl. day of @y , 1975 .
7:‘,:—._ B - . — /ﬁk 74‘5
el K ////@’{AS&‘ /
Lillie M. Yateg Martin Yates TIT
S st ;Ll}ZﬁT CoT : ;;<124~4//;;f<ﬂé§‘
Ao Ann Yates Frank Y3t§§
STATE OF NEW MEXICO )
H SS.
COUNTY OF EDDY ) “

The foregoingy instrument was acknowledged before me
this D/ 4 day of _/ /4,00
- i .

and LILLIZ M. YATES, his wife; by FRANK YATES and JO ANN YATES, his

o d

.- Y oL .'
v_«(;.f‘é:." ’:;]") ‘ /] o 7

\AAf/ Notary/Public

\,
~N)

. STATZ OF WEW MEMICO, County ot Eddy, sa f rILL’ ﬁy
T ..{2 thls b,;.btmmty v.),\,rwd !':N'jccmd on L‘*r- r.'aY ol
s : r‘ ‘:\ .’ ' . /

i sl ot ‘.....:r.L/o choelt L0, oy, gl.‘.r rocagded in M
PORS b 0f tho Levords of ard

G A{pt:a-wr{com:; Clerk

, 197, by MARTIN YATES III




LR ] L 2 B}

. v iy \ v .

JRRTI Vet reee

i O B L. T
S . .
\ LiT,

o - . T S P P
fhe nndersicned, oo o o 8 LTy acrkuowledges

ol a copy of the iinit Arrercont for tne Jevceinpment and Operation

receipt

At tha

Pronghorn YHnit Aren embrac ns iands oot o0 in Lea County, New Mexico,

ot
—

v
-

which sai1d Agreement

edged that they have vemd the came and are faridiar with the termo

anad

emver, 979, and acknowl-

con-

ditions tnercof. he uniersioned, loo Leins the owners of the leasehold,

royalty, or other intereste in the innas o nenersls smbraced in

Area, as indicatesd on the oocdule attashn

bit "B", do hereby consert tereto and retily il of the terms and provieions

thereat, ayactly the came oz 1Y “he unier oo bl execabed

of said Unit Agrecment or a oun‘erpuart “harea!,

1L Agresment.

said Unit

as Exhi-

Uriginal

L instrument 15 executed by the undersigned as

NDIVIDUAL /

STATE OF )

COUNTY OF )

The foregoing instrum=i! was acinowinsdsed tefore me this
. 0

My Commission Expires:

notory Pablice

CORPORATE
STLTE OF )
B = - - g PN

COUNTY OF )

[ 2]

‘ine foregolng instrumen' was acknow]edrei veiore me this
195

day of

Jemuary- , e 1den%—oi

rrec

corporatior, on tehalt of id corporat®

flt—ﬁr1l-r1hntui

__________;:----n--u-llI|llllllllllllllllllllllllIIIIJ
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PEA COMT, L

The undersigned, (whe'ner one or rmove) Lorvely acknowledges receipt

of a copy of ihe Unit Arrcement Tor the Do avsant and finarat o0 o F 10
Fronghorn Unit Area embiracine iands oo in fea Dounty, New Mexien

which saiid Agreement is duated the st dny o Decenmter, 19779, and acknowl-
edged that they have read 'h> same nnd nre mmiliar with the terms and cen-
ditions thereof. The undersipgned, also being the owners of the leasehold,
royalty, or other interests in the lands or minerals embraced in said Unit
Area, as indicated on the scnedule attachead to said Unit Agreement as Exhi-
bit "B'", do hereby consent thereto and ratify all of the terms and provisions

thereof, oxzctl

P N L L P
J waAL ALt [N v

i€ ulldesrsipgned nad executed the original
of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEKEOF, this instrument is execited by the undersigned as

of the date set forth in th:ir respective acknowledgments.

STATE OF____wmy \xxIcO )
18S.
COUNTY OF___ gpay )

+
o 8 Illi-day of
T e B TR )

The foregoing instrumeni was ackncwledged before me thi

, 198
——January

My Commission Expires:

A GORPORATE
STATE OF )
JRI
COUNTY OF )

The foregoing :instrument was acknowledged tefore me this day of
K 198__1 by
, Fresident of , a
corporation, on behalf of szid corporation.

My Commission Zupires:

S
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AU ISR
BRI BN
The unders T Eness TEPRIRERSLES SRR o1 s emow Ledkon TG cipt
of = COLY He the Py et 2OV e oo Ty and Oreration f the

[P

Fronghorn Unit Area crurncinT Cande met ot ten Lountys Hew Huxico

i
which said Agreemcnt 3o detrn the stool vopeeseate Ty 1979, and ucknowli-

edged that tney have read tho uame anc are comriiar 4ith the termS and con-
ditions thereof. The Laderoiyned, aleo beingd 1j,e owners of the leasehnlC,

royalty, °F other interests N the 1ands of minerals embraced in said Unit
Arez, 38S indicated on the coaedule attached ©O caid Unit hgreement as Exhi-
vie "RY, do herebdy consent aereio and rot ity 411 of the term

L

3 and provisions
thereot, oyactly the came as i Cipe T ey e O cvecuted “he original

of sald Unit pgreement or & sgunterpart cmereol
I WITRESS

GHERFOF, thie TnoL et S eweeted vy the andercigned ae

of the date set forth i thear recpective ach

N

gTATE OF ol MEXICO _

COUNTY OF ___gpD¥ L
The foregoing jpstrument was uuxncwledgvd pefore me this day of

M"” 1959 M

‘W” .
Myigemmis$ion Expires:

RN = ¢ - _
' ' . CORPORATE

STLTE OF

———

e
COUNTY OF _ )
The roregoing ;petrumert was acknouledged pefore me this day of
T 198 1):«'____//,,
_ President of_ s 8 —_—
corgoratioln, on cenalfl of nziA corporation.

My Commission Eypires:




| The uniersignes. Cwhie oo one b, 1. acknowledges receipl
of a copy of the linit ApreeTon Yor fnv Tire o e NI vpcratﬁmn of the

Pronghorn it Area emuracin’ Lande watonten Wb L, County, New Mexico,

which said Lgreement jw datel the 18t Gav o Deocnvel, 1979, and acknowl-

e

edged that Lhey have read ty,> same and are Lmiliav with the terms and con-

ditiens theceof. ‘The Ladersigned, also veins the ~wners of the leasehold,
royalty, ©or other interests in the lands Or minerals embraced in said Unit
Area, as indicated cn the scneanle attached LO catd Unit Agreenenl aB Exhi-
pit HBT, 4o hereby cansent fLaereto and ratity a1l of the lLerms and provisions
thereof, exactly ibe Same ar 11 the anoersene wad execuled the original

. of said Unmit Agreement oI 4 ~onnterpart snereots

IN WITHESS WVHEREOY, th:o ipotrument 1n ,wecited oy Lhe undersigned as

- of the date get forth in thelr respective acknowledgments.

-
INDIVIDUAL /
__lexas ——

_”____)
IS5
)

* CounTy OF___Lubbock e

“ STALL OF

a
a4
5
¥
mn

L The foregoing instrument was acknowic 2d beteore uw
January 1930, by Bomecbap DU Saron 2- ©
- - _—.A————-“—"—-_____,‘————_—’—‘-——‘ —n— Ve

i

NSRS

if,My“Com@ission Expires: SR »;7 (7
o o wnbas Lé&ﬁg AAN /%__

JISRAE B e
Totary Public

 7-31-20 B
/ /

CORPORATE

STATE OF )
)

ss.
COUNTY OF _ I

The foregoln instrument wasS acunowledged pefore me this day of

EYoyAl
, 1IC »

___________._______,_________, oy ’
\ Tresident of , a _
corporation, on venhalf of said corporation. .

My Comrmission Expires:

Totary ~uplic

- —

[ S

L | _-— .
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COlliLY, N .
The urdersigned, Tvlus wor one or oo segnowliedges receipt
of a copy of the Inmit Avrvereor far o 1o iy and Operalion of the
Pronghorn iinit Ares embracin s nwds 5o 00 0 o a Jounty, New lexico,

which saild Agreemen® 35 e thie 1ot ooy ot Loovmber, 19790 cnd acknowl-

edged that they have remd ©ie sumc and s wmiliar with the terms and con-
ditions thcreof. The underucigned, niso Lein, the owners of the lezsehold,

royalty, cr other interest: in the lands or minerals embraced in said Unis

Area, as indicated on the uchedule altached to said Unit Agreement as Exhi-
bit "B", do hereby consent tlcreto ond vatity sll of the terms and provis.ons
thereof, exactly the same as 1I the undersifued had executed the original

of said Unit Agreement or a counterpar: thercof.

IN WITNESS WHERECF, thic instrument is executed by the undersipgned as

cf the date set feorth in their respective acunowledgments.
ATTEST:
e . GULF OIL CORPORATTON
ARG o
BY / s ‘t'/"’.;;'"é petd - - BY 5’% ﬁ,,éwj/z//
Assistant Secretary Attormey-in-ract
§/~/27
STATE OF TEXAS X |
COUNTY OF MIDLAND X

/Fhe foregoing instrument was acknowledged before me this z/ day

of s 19 g0 , by G M. MARKEY, JR.
AttoZ%ey-ln—Faét for GULF OIL CORPORATION, a Pennsylvania corporatlon,
on behalf of said corporation.

My Commission Expires:

- 2 -
§y-772-J° 1(¢L/i,,-_ (2/:%¢Awgw
Notary puk¥ic in and for Midland
County, Texas

STATE OF NEW MEXICO X
COUNTY OF Lea X

The foregoing instrument wzz acknowledged before me this day
of r 19 ’ bY

My Commission Expires:

Notary Public in and for
County, New Mexico
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PRONGHORN UNIT AGUEEMENT

LEA COUNTY, NEW MEXICCQ

| The tndersigned, (whether one or more] hereby acknowledges receipt

| of 2 copy of the Unit Agreement fv: itz Dovelorrent and Operation of the

Pronghorn Unit Area embracing lands situatcd in lLea County, New Mexico,

which saic¢ Agreemen: is dated the 1st day of December, 1979, and acknowl-

edged that they have read tac¢ same and are familiar with the terms and con-

ditions thereof. The underzigned, also being the owners of the leasehold,
royalty, or other interests in the lands or minerzls embraced in said Unut

Area, as indicated on the scredule attached to said Unit Agreement as Exhi-

bit “B", do hereby consent “rereto and ratify all of the terms and provisions

thereof, exactly the same as if the undersigned had executed ihie original

of said Unit Agreement or a counterpart theresf.

IN WITNESS WHEREOF, th.¢ instrument ig executed by the undersigned as

of the date set forth in their respective acknowlcd

NORTHERN NATURAL GAS COMPANY
{.’ /// -

7/ . ; ] -

_ _B_Y' Cv lt,g:.«g:gg,’ 44//‘ N

Charles F. Keller

Authorized Agent and AttoPney-in-Fact

S

INDIVIDUAL
STATE OF )
)SS.
COUNTY OF J
The foregoing instrument was acknowledged before me this day of
198 | by .
My Commission Expires:
Motary Public
CORPORATE
STATE OF TFXAS )
)Ss.
COUNTY OF MIDLAND )
The fcregoing instrument was acknowledged vefore me this 10th day of
January . 1980, by_Charles F. Keller, Authorized Adent &
-in- N NATURAL GAS COMPANY , & Delaware

corporation, on behalf of said corporation.

My Commission Expires:

o , y
7/2’8/80 (\;Aé/‘/ K W
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he underoigned. (vhether

of a copy of the Unit Arrcemen

Pronghorn Unit Arca cmbracisg

[N

which =aid Agreement is Jdate
edged ‘ha' they have read o>

ditions thereof. ‘the uniersiyg
royalty, or other intereste in
Area, as indicated on the onnae
bit ¥BY, do hereby consent he
thereof, exactly the same nz i
of said Unit Agreement or a <o

IN WITNESS WHEREOF, this

te set forth in th:ir

HORN UN.'T ackiimicd

one or nore] hercby acknowledges receipt
t tor the Lovelisyient and Operation of the
lands siyturc ol in Tea County, New Mexico,

the 1st day of i<cenber, 1973, and acknowl-

(&3

Same and are Cmmiliar with the terms and cone
ned, algo teins ‘he owners of the leasehold,
the lanic or minerals embraced in said Unit
dule attached o suid Unit Agreement as Exhi-
reto and vratily =1l of the terms and provisions
f the undersivued btad executed the original
unterpar! thercof.
insirur ni ls execited by the undersi

respective acknowlgdgments.
Py :

A////v j" ‘;’_, -
/7/’ LZ’:/;?M/ 0
o . TayRS”

/

STATE OF

— & S NN

COUNTY OF _RnnY

The foregoing instrumen:.

— Ianuntyy -

My Commission Expires:
o S "..-

s

.

bt
p=d

STATE OF

CORPORAT

COUNTY OF

)

)

)2y
i

3

7/

The foregoing Ins'.rumert

y

was acknowledged before me this day of
198 _, by

, President of s 8

corporation, on behalf of «zil corporation.

My Commission Expires:




Wenner

Unit Name __ pRONGHORN UNIT EXPLORATORY
Operator YATES PETROLEIM CORPORATION

County LEA

. N
DATE OCC CASE NOG__62779 __~ EFFECTIVE TOTAL £3
APPROVED - OCC_ORDER NQ. R-6250 DATE ACREAGE STATE FEDERAL INDIAN-FEE
Comaissicner Commission /-/8-32 5,120.00 1,920.00 3,200.00 -0-
1-18-80 1-16-80

UNIT AREA

TOWNSHIP 22 SOUTH, RANGE 33 EAST NMPM

Sections 28, 30, 31, 3?2 ALL

“reeos

TOWNSHIP 23 SOUTH, RANGE 33 EAST NMPM

Sections 5, 6, 7’ 8,...0..-.00. ALL




b Unit Name PRONGHOEN UNIT EXPLORATORY

Operator _ vareg PETROLEUM CORPORATION
County LEA

EFFECTIVE TOTAL

SEGREGATION
350 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE
/-,%8-30 5,120,00 1,920.00

3,200.00 G-

Yesa

) 7
" | R e e s B B A P

"




Unit Name PRONGHORN UNIT-

EXPLORATORY

Operator YATFS PETROLEUM CORPORATION

County LEA COUNTY
STATE LEASE INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP. RGE. SUBSECTION DATE ACRES NOT
RATIFIZD

L-4097-3  C.S. 30 225 33C NE/&, lots 3, &, E/2SW/b 1-10-80 313.42 Pogo
L-4703-3  C.S. 31 225  33E All 1-10-80 626,72 Pogo
LG-892 C.s. 32 225 33E .  All 1-14-80 640.00 Yate
1G-1739 c.s. 30 225 35E 1oes 1, 2, E/2Mu/4, SE/L 1-11-80 313.30 Guls




N Unit Name PRONGHORN UNIT-_ EXPLORATORY
Operator __vATES PETROLEUM CORPORATION
b ' County LEA COUNTY
- RATIFIED ACREAGE
N SEC. TwWP, RGE. SUBSECTION DATE ACRES NOT
J RATIFIED LESSEE
30 228 33E NE/4, Lote 3, 4, E/2SW/4 1-10-80 313.42 Fogo Froducing Company
31 228 33E All 1-10-80 626,72 Pogo Producing Company
32 225  33E All 1-14-80 640,00 Yates Petroleum Corp.
’ 30 225 33E Lots 1, 2, E/2NW/4, SE/4 1-11-80 313.30 Gulf 01l Corporation

R T T N T T A N T



STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE ILAND OFFICE BLDG
SANTA FE, 'NEW MEXICO
3 January 1384Q

EXAMINER HEARING
IN THE MATTER OF:

CASE
6779

Application of Yates Petroleum

Corporation for a unit agreement,
Lea County, New Mexico.

L o N 4

- BEFORE: Richard L. Stamets
TRANSCRIPT OF HEARING
: APPEARANCES

For the 0il Conservation Ernest L. Padilla, Esqg.
Division: Legal Counsel to the Division
State Land 0Office Bldg.
Santa Fe, New Mexico 87501

T W A A e Y ek

For the Applicant: Randolph M. Richardson, Esaqa.
Roswell, New Mexico

e

ey




INDEX

JaMES T. MASON
nirect Examination by Mr. Rrichardson

pxnul g I TS

Applicant gxhibit one, &P
Applicant gxhibit TWO/ plat
Applicant Exhiblt Three, MaP

jcant Exhibi

¢ Four. Written report

appl
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~Rp  QTAMETS: We'll call next Case

6779.

MR. PADILLA: application of Yates
Petroleum Corporation for a unit agreement, Lea County,

New Mexico.
MR. RICHARDSON: Randolph M. Richard-
son appearing on behalf cof applicant, Roswell, Now Moxico.

I have one witness who needs to he sworn.

{(Witness Sworn.)

MR. RICHARDSON: 1 have already tur-

nished the Commission a COPY of the unit agreement and I

will now give you a copy of the_geological report, which

L U

four exhinits ard hound 1mder one cover.

In connection with the unit agreement

on this particular unit and the following unit, both agree-

ments have been modified and changed to conform with the
178 law and also +he Commissionex of Public Lands had

several changes, wihiich wo 4id make. and which have been

made in both agreemcuns-
MR. STAMETS: Okay.
MR. RICHARDSON: So that will be in

connection with Case 6779 and 6780, both unit agreements

have been submitted to the Cammission.




“"zc....N__W_,_w 7

MR. STAMETS: Got it.

JAMES T . MASON
b,\.'__

€ing called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:

DIRECT EXAMIMNATION
BY MR . RICHARDSON:

Q. Mr. Mason, would you please state your
name and present occupation?

A I'm James T. Mason and I'm presently
employed as an exploration geologist with Yates Petroleum
in Artesia, New Mexico.

0. Couid you please state your educational
and professional background which would enable you to testify
as an expert witness in this case?

A, I have a Bachelor of Science in geology
from Eastern Kentucky Universitv. a Masters of Science in
geology from ihe University of New Mexico, and I‘ve worked
approximately three and a half years for Continental 0il
Company, the last six months I've been with Yates Petroleum.

MR  RICHARDSON: Will the qualifications
be acceptable?
MR .STEMETS: They are.

o} Mr. Mason, are you familiar with the

—— S AR A I e B ey SRS S SRR B




b

¢

Pronghorn Unit area and the matters contained in the applica-
tion to the Division for approval of a unit agreement?

A Yes, sir.

G Is the form of unit agreement prescribed
by Federal regulationr and as recently approved by the Commis-
sioner of Public Lands?

. Yes, sir, it is.

0. Has the unit area been designated by
the United States Geological Survey as an area logically
suitable for the development under a unit plan of developmentrs

A Yes, sir.

0. Could you please tell the Division the
toatal mimber of acres within the unit area and the number and
percentages of acreage of Federal and State lands?

A Okay, there are a total of 5,072.40
acres within the unit, of which 62.67 percent, or 3,178.96
acres are Federal lands, and 37,33 percent, or 1833.44 acres
are State lands.

MR, RICHARDSON: TI'd like to point out
to the Examiner that our original application calculated the
sections as containing a full 640 acres, but after we obtained
the survey plats, the sections are somewhat smaller, so the
application shows 5120 acres, whereas the unit actually con-
tains 5,072.

MR. STAMETS: I presume that's why it




sSays mocre or less.

Division the township and rang
located, ang

town?
A The Unit is located in Townships 22

- South and 23 South, Range 33 East. wWe're approximately 22.7

miles east/southeast of Carlsbad and 23.2 miles southwest

of Hobbs.

0. Now, Mr. Mason, would You please refer

and turn to the geclogical report, which has been introduced

— in this case as Exhibits One through Four? was this report

Prepared by you?
v A Yes, sir, it was.

o)

Would you please review the report
referring to the exhibits by name or number ang indicating

the significance of such exhibits?

A Fxhihit+ Mne ic tha

~

H

T T 3.
sicnal et

~
-

-

map, showing the location of the Pronghorn 1n

+ e~
LSS S O

}4-

)
L D4

Bl

some of the other important regional features in the area.

Exhihit Two is the land plat, showing

current leaseholders in the area.

Exhibit Three is a combination map),

which shows Structure of +he Lowss: Morrow and a net sand

Isopach.

R A B R AR S R IV SR (N
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and Exhibit Four is the written report,

which outlines the reasons for the proposed unit.

0. Could you plea refer back to Exhibit

Three and explain the significance of the various contours?
Yyou say it is a combination map. Isopach and structure?

A Yes, sir.
the southeast flank

ix

Wwe're located along

of a northerly trending nose in this area, 2 very prominent

b
. nose., and the broken contours indicate the st

ructure. There

is a yellow outline on the map which outlines the greater

than 40-foot thickness of net sands, and we, from studying
several of the wells in the area, helieve that 40 feet 1is

-
about an economic minimum.

We have, I

sand in the —~ in the proposed unit area,
over most of the area. We're favorably located on the flank

——

of the structure, and I think that probably

0. Could you pleas= tell the Division
youxr conclusions as to the formations 1ikely to be encountered
and considered prospective for produuiioﬁ?
A we believe there is a possibility of
Delaware production within the area, unit area. There is also
a possibility of Pennsylvanian carbonates, Strawn, and the
v:ie +hat Strawn and Atoka clastics will be productive.

[
NOSLIrk as ~y

"3




The primary objective of the unit will be the Morrow Clastic
section.
0. Could you please give the Division

the projected depth of the initial test well and the location

P . of the initial test well?
A Okay. ur initial test well will be
¢
! . = : - - ~
= %, located 1%8G from the northh and sast lincs of 8ection 6 in

act, and at+ a depth of 15,900 feet
should have penetrated the Morrow section.

0. Mr. Mason, have the other working in-
terest owners within the unit been contacted?

A. Yes, sir.

0. In your opinion what percentage of
the working interests will be committed and what percentage
of the royvalty will be committed?

A 120 percent of each.

0 In your opinion will the operation of
Wiis arca2 nnder the proposed unit plan of operation be in
the interest of conservation and prevention of waste?

A, Yes, sir,

0. Will the different institutions of the
State, if any, receive their fair share of production 1if
established?

A. Yes, sir.




0 ER

o,

Q In the event of production will the
carrelative rights of all parties to the unit agreement be
protected?

A Yes, sir.

MR. RICEARDSON: I'd like to move

that the geological report, Exhibits One through Four, be

MR, STAMETS: These exhibits will be
admitted.

MR, RICHARDSON: And that is all I have
of this witness.

MR. STAMETS: All right. Does the
unit agreement provide for the Division approval of any --
well, will there be any participating areas or is this one
ilarge participating area?

MR. RICHARDSCON: There will be several,
that's been established.

MR. STAMETS: Does --

Mn. PICHARDSON: And it does provide
that the Divisicn will be consulted on plan‘cf development,
enlargement, contraction, the whole works, participating
areas, change in opcrator.

MR. STAMETS: Very good.

MR. RICHARDSON: Ray CGraham racked



10

us over pretty good on that: gave you all quite a bit more

authority than in the past, particularly with reference to

fee lands.

MR. STAMETS: Very good.
MR. RICHARDSON: Ray was looking after

your interest.

MR. STAMETS: Are there any other

guestions of this witness or the attorney?

v may both be excused.

1f there is nothing further in this
be taken under advisement.

case, the case will

(Hearing concluded.)

U E T T N
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REPORTER'S CERTIFICATE

1, SALLY w. RBOYD, a certified shorthand Repcrter,
DO HEREBY CERTIFY that the foregoing and attached Transcript

ivision was reported

of Hearing before th rvation D1

d transcript is a full, true, and correct

by me: that the sai
o the best of my

record of the hearing, prepared by me t

of the hearing.

+ the time

-~
1«

ability from my notes take

the Exar:iner hearin of tuse io. 4772:

heardpy rpe on /=

Oil Conservation Division
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TRL TPTTTIN. Amnlicstdion of Yates
Petroleur Corvoraticon “rr 2 ynit acrecmonk, Ton County,

Mew Mpiiczo,

son anmearing on behalf of aonlicant, Roswell, YMew Mexico.

T have one wlitness who necde +0 bin gworn

(13 +ness svrorn.d
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convy of +the it acreesrent and I

will new give vou a copv o the raglocical reocrt, which

four exhibits are bound under one cover.,
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ments have heen roldified snd chanced to conform with +the

'78 law 2nd alsce the Cormigsionor of Puhlic Tands hasd

several chances, whiclh we 218 makeo, =2nd which have heen
rmade in hoth zoracerenta,
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e riy . vomon, would vou ~lzo3c state your

name and present nccun-tior”

n, Tte Tamas O, Masap and 1T presently
ermploved as an pwnloraticn raclcoint witit

( renld von nlense shate yOur eduvcational
and professicnal fackaround which veald enakle vou €0 testify

as an evnert witness T +hiz canes?

, . i vemead e
from Eastern antucky tmivaraity, o M
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Cormany, +he lneot sir rantls TPoo boer winsh Vaios Potroleun.
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e

Al ) (‘r”?\f‘rw‘-ff ety Y
.- “~ S N S .t e 1
o - TR S o ol OIS aritisr with the



e

car e

Pronghorn Unit area and the matters contained in the appnlica-
tion to the Divisicn for aprreval af 2 wri' aaveere=to

hN Yee, sir,

Q Iz thc formm ¢f unit aareement prescribed

by I'ederal reculatiens and na rocently onaroved by 2o Coraals-

sioner of Public Landis?

A Yes, sir. it is.
D Fas the unit area been desicnated by
the Tnited Ztates Geological Survey as an area loalcally

sultable for the Jeveloprment under a unit nlan of development?

n. Yes, zir.
0 Ceuld vou please tell the Division the

total number of acres within the unit arez and the number and
percentages of acreage of rederal and State lands?

A Clay. there are a total cf 5,072,490

acres within the unit, of which G2.€7 nercent, or 3,178.9€
acres are Federal lards, and 27.22 vorcert, cor 1893,.44 acres

are

6]

cate lands.,
P, RICHAPDSO: I'd 1like to peint out
to the IDxaminer that our original applicaticon calculated the
sections as containinc a full 640 acres, Lut after we obtained
the survey nlats, the sectlions are sonewh2t srallier, zco the
application shows 5120 ncres, Vihcicas mhe unit actna2il oo
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sayg rnore or loss,
o wm mleasge $ell the

Division the tewnahin °n" s orec Tn vhieh thiis upit is

located, and approxirate locesticn visth refererce o thie nearast
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TOWi:

n mhe it 3 Inesaded i Pevpghing 2

£

South an? 23 South, Fance 30 Tast. Yo'lrs annresinately 22.7

*

FAles cast//souathoash of Carlebad and .7 oridee geutivrest

n ey, Mr. Mason, would vou nlease refer
and turn +o the geclogical yeonert, vhich has heen introduced
in this case az nxhibits Cne throush Four? "as this report
preparad by wvou?

A Yecs, oir, it was,

n auld veom nleasce review the report
referrincs to the exvhibits Ly nore or nurher and indicating

the sionificance of such exihikbits?

i

howine the lacatrion of +he Pronchorn Unit relative to

£
o
»
[O]

emma ~f +£ha oather Irmoriant regicnal faatures in the zrea,
Twhibis ™o is thn land plat, showing
current leaseholders 1 thi: AYSA.
Tyhikit Thryeas is A corbinstion map,
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RPEPOTNRIS CERTITICATE

T. SALLY W. BOYD, a Certified Shorthand Reporter,
DO HEREBY CERTIFY that the forecoina an?d attached Transcript
of Hearing befors the il Conservation Nivision was reported
by me; that the said transcript is a full, true, and correct
racord of the hearing, prerared by me to the hest of ny

ability from my notes taken at the timc of the hearing,

§ do hereby ceriify that the foreqoing 1s

a complele razord of the procaecings in
the Examiner nrearing of Case o, _ ’
heard by ine on 19, .

, Examiner

Oil Conservation Division



STATE OF NEW MEXITG

ENERGY. AND N\\NERALS DEPAR MEN

ow CONSERVAT\ON DIVISION
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eRUCE KNG pOBT OFFCE |0x% 2008

GOVERNOR ETATE LAND :4? BUNLDNG
SANTA ¥ ) xCO a750"

: LARAY KE-‘DE g-2a

i SECREY January 18, 1980

Re: CASE NO. 6712
Mr. randcliph Richardson GROER NO.R-6250
Agtorney 2 Law -
p. O.
roswell, New Mexico 88201 Applicant:
Mion

pear gir:

E:c1osed herewith are two copies of the above—referenced
pivision oraex rocently entered in the subject case.

urs ver tru

Jor/fd
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2
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} copY of order also sent tO:

{ Hobbs OCD X
L Artesia oCD X
aztecC
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| STATE OF WEW MRXICO
ENERGY AND MINERALS DELPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATIOM
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 677¢
Ordar No. R-6250

APPLICATION OF YATES PETROLEUM
CORPORATION FOR APPROVAL OF THE
PRONGHORN UNIT AGREEMENT, LEA
COQUNTY, HEW MEXXICO.

L 4

5 , ORDER QOF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 2 a.m. on January 3, 1980,

- : . - at Sants P2, New Mexico, before Examiner Richard L. Stamats.
»k”*"~ - NOW, on this :!stih day of January, 1980, the Division

_ . Director, having consldered the testimony, the record, and the
- ” ' - recommendations of the Examiner, and being fully advised in the
" premises,

PINDS:
(1) That due public notice having been given as required

by law, the Division has jurisdiction of this cause and the
- subject matter thereof,

¢§ ; (2) That the applicant, Yates Petroleum Corporation, seeks
i - approval of the Pronghorn Unit Agreemsnt covering 5,072.2 acres,
more or less, of State and Federal lands described as followsa:

: LEA COUNTY, N&ZW MEXICO
7 ) R EQWNSHIP 22 SOUTE, RANGE 33 EAST, NMPM
Bectlons 29 through 32: All

EQWNSHIP 23 S80UTH, RANGE 33 EAST, NMPM
Sections 5 through 83 ALl

{3) That all plans of development and operation and crea-
- tions, expansions, or contractions of participating areas or
. expansions or contractions of the unit area, should be submitted
to the Director of the Division for approval.




[y IO
Case No. 6779
Order No. R-6250

(4) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correla-
tive rights within the unit area.

IT IS THEREFORE ORDERED:

(i) That the Pronghorn Unit Agreement is hereby approved.

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

.development and operation of the unit area is hereby approved in

principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agresmant, this approval shall not be considered as waiving ox

‘relinquishing, in any manner, any right, duty. or obligation

which is now, or may hereafter be, vested in the Division to
supervise and control operations for the exploration and develop~

went ¢f any lands committed to the unit and production of oil or
.gas therefrom,

(3) That the unit operator shall fila with the Division an

- executed original or executed counterpari Jf the unit agreement
~within 30 days after the effective date thereof; that in the
" evert of subsequent joinder by any party or expansion or con-

- traction of the unit area, the unit operator shall file with

the Division within 30 Jays thereafter counterparts of the
unit agreement reflecting the subscription of those interests
having joined or ratified,

{4) That all plans of development and operation, all unit

' narticipatinag areas and expansions and contractions thereof, and
. all expansions or contractions of the unit area, siiaii oS
" submitted to the Director of the Oil Conservation Division for

. approval.

(5) That this order shall become effective upon the

approval of said unit agreement by the Commissioner of Public
- Lands for the State of New Mexico and the Director cf the
- United States Geological Surveys; that this order shall terminate

ipso facto upon the termination of said unit agressent; and that
EEe

last unit operator shall notify the Division immediately in

- writing of such termination,

(6) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.
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case NO. 6779
order NO . r-6250

DONE at ganta F&, New Mex1iCO: sn the day and year harein-
. above designatod.
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Land plat
Net cand and Structure
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LEA COUNTY, NEW MEXICO

EXHIBIT #1
PRONGHORN UNIT
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2 o YATES PETROLEUM CORFE

oo oo Pmnghorn Unit
© " i Lea County, New Mexico

Morrow Gos Wel!
- 1000 «—— Sub b Seo Depth
| Exhibit ~ 3
/ 100" structure contours
/. on Lower fmei SRS { REFORE EYAMID JER STAN 21D l
~— ,\\5 OH. CCNG E—‘\/ATK’)N DIVIZION
/o eows of EXHIBIT NO.__
\80 Alm Morrow Sand L,'V_X'IQ, {77?
b oo sus-iitd by J@res (Bl (&
tinch : 5000 feet rJ'wlgD te / 3"?0
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GEOLOGICAL REPORT j‘ Foidig Do = 2— HO
PRCPCSED PRONGHORN UNJT )
LEA COUNTY, NEW MEXICH oo wnsommmmeo o
PURPOSE

The purpose of this report is to briefly summarize
the geological reasons for foerming an eight (8) section
Federal Unit in southwestern Lea County, New Mexico. Yates
Petroleum is currentiy drilling a 5100 foot Declaware test
near the center of the proposed unit in the northeast guarter
of Section 6-T23S-R33E. It ic proposed that this well be

deepened to 15,900 feet to test the Morrow.

LOCATION AND LAND

The proposed Pronghorr Unit (Exhibit 1) is located in
southwestern Lea County, New Mexico, 22.7 milés east-southeast
of Carlsbad and 23.2 miles southwest of Hobbs. Most of the
unit is located on the southwest fiank of Antelope Ridge, about
6 miles west of the prolific B=1l Léke-Antelope Ridge Gas
Fields. AaAntelope Ridge, an outlier of the Mescalero Escarpment,

tronds northwesterly across the unit; the topography southwest

o e
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of the ridge crest is low relief, sémi~arid rangeland, while
the teorrain northeast of the ridye crest is more similar to the
Mescalero Escarpment, with modcrately_stéép ¢lopes and deep
canyons. Elevations within the unit area ranges from 3766 to
3592'. Access to the area will be gained via existing oiifield
and ranch roads which connect with Highway 12§. |

The proposed unit area comprises eight (8) section (5072.2
acres), including sections 29, 30, 31 and 32 of T225-R33E and

secticns 5, 6, 7 and 8 of T23S-R33E (Exhibit 2).

GENFRAL CECLCGICAL DISCUSSION

The Pronghorn Unit is located near the middle of the
northern Delaware Basin of Southeastern New Mexico. The

Tertiary Ogallala Formation is exposed at the surface in the

Tertiary rocks are present. A 15,900 foot wildcat in the unit
should entirely penetrate the Morrow section and bottom in
Mississippian strata; testing the most prospective portion of

the local stratigraphic column. Expected tops are as follows:

Rustler iioes
Delaware Limestone 4932
Bone Spring Limestone 8729
Wolfcamp 12210
Strawn 13746
Atoka : 14086
Morrow 14558

Mississippian Limestone 15885
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The Devonian is productive from closed highs in Bell

L;\ka bnf- -

...... , but this typce of structure is noul antlcipated in the
unit area. The Morrow Clastic section, the primary objective
in the unit area, is the most productive part cf the local

stratigraphic column. The Strawn, Atoka and Volfcamp sections

re frequently productive on noses and provide viable secondary

]

objectives. Bone Spring strata are productive in several wells
in Bell Lake and the surrounding region. The Delaware sand
section is very similar to the Delaware in the nearby Triste
Draw and Cruz Fields and may alsoc be prospective over part of
the unit érea.

The Morrow section in this region is characterized by thin,
widespread, prolific beach and bhar sands and thigker channel
sands, which are narrower, more elusive, and frequently water

saturated.

GEOLOGICAYL DISCUSSION O UNIT AREA

Structurally the Pronghorn Unit comprises the crest and

east flank of a promineﬁt northerly trending nose. Exhibit 3
illustrates the preSeﬁt structural configuration-of_the lower
Morrow marker and the isopa;h of total Morrow sand. Generally

40 feet of Morrow sand seems to be necessary for a well to be
economic; the interval between 40 and 60 feet has been colored
yellow to enhance tne display by outlining this economic boundary.
The p;imary objective will be the Morrow beach and bar sands

along the east flank of the nose. There is also the possibility

I
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of encountering the updip extension of the channel sand which

is well developed in the American Quasar - Brinninstool #1 in
Section 20-T238-R3223E {CACT 22.7 mu) .

No Morrow tests have been drilled within the unit outline
and well control in the region is sparce, however, the existing
control suggests an increase in Morrow sand in the unit area.
This increasc in sand and the possibility of encountering the
updip limits of the intcrtonguing'béach sands makes this a

e

viable prospect.

SUMMARY AND CONCLUSTON

The Pronghorn Unit cccupies the crest and east flank of a
promiﬁent nose which trends northerly. The Morrow section in
the area consists of beach and bar sands and elusive channel
sands. The Morrow section included good reservolr rocks in the
American Quasar - Brinninstool #1 just to the south of the
unit outline.

In conclusion, the Pronghorn unit appears to be favorably
located to tect the Morrow as well as several secondary
ocbjectives and geologic reasons appear to justify the formation

of the Pronghorn Unit as proposed.

o
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New Mexico Oil Conservation Commission
Santa Fe, New Mexico 37501

Comes the undersigned Yates Petroleuam Uorporation, with oftices atl Aricoia,
New Mexicoc and files herewith onc ! copy of the proposed nit Agreement tor
the development and operation of the Pronshorn finit Area, lea
and hereby makes application fo: approval ot cnid
law, and in support thereof sta.es:

Ny

Courdy, New Mexico
In Lt Agreement as provided by

1. That the proposed Unit Area covered by said Agreement emtraces ., 00,00
acres of land, more or less, more particularly described as follows:

Va4
T-22-5, R-33-E. N.M.D.M. 1-27-5, R-73-E, N.M.P.M. 7>1/0 o
Secs. 29.30,31,32: A1 Secs. 5.6.7.8; ALl xV o
b \ e
r\
i)

Lea County, New Mexico

2. That of the lands embraced within the proposed Unit, 3,2C0.00 acres
are lands of the United States, being 62.5% of the Area and 1,920.00 acres are

- X State of Now Mexico lands belng 27.°% of the Ares
. f 3. That Applicant is informed and believes, and upon such information and
B belief states, that the proposed unit area covers all or substantially all of
) - the geological feature iunvolved., and that in the event of a discovery of oil and
‘ i gas thereon, that said Unit Agreement will permil the producing area to be devel-
? oped or operated in the interes®t of conservation and the preventicn of waste of
- . ‘ the unitized subustances.
R
> : L. That Yates Petroleum Corporation is designated as the Unit Operator in
- X

said Unit Agreement, and, as such, is given a.thorily under the terms thereof to

carry on all cperations necessary for ihe developmen' and operation of the Unit

Area for oil znd gas subject to all applicable laws and regulations. That said

Unit Agreement provides for the drilling of an Initial Test Well to a depth suf-

3 ficient to peretrate the Mississippian Formation, but applicant is not obliigated
to drill said well in any even' to a depth in excess of 15,000 feet.

ERRN

5. That the applicant bel eves that in the event oil or gas is discovered in

A kit e

paying quantities on lands within the Unit Area, that ths field or area can be de-
veloped more economically and e’ficiently under the terms of said Unit Agreement,
to the end that maximum recovery will be obtainsd c¢f unitized spbsiances and that
3 said Unit Agreement is in the in'erest of conservation of prevention of waste as
i contemplated by the New Mexico 0il Conservation division rules and regulaticns.

6. That Application for Approval of said Unit Agreement has bteen filed with
the Commissioner of Public Lands.

sion approving said Unit Agreement, and after approval by the United states Depart-

ment of Interior, an anproved copy will be filed with the New Mexcio 0il Conservation
Division.

7. That upon an order being entered by the New lMexico Cil Conservation Divi-
4+
lce

B P TL

L Liidv pe

held before an examiner on the matter of said Unit Agreement, and that upon said
, hearing, said Unit Agreement be approved by the New Mexico 0il Conservation D.vision
: as being in the interest of conservation and the provention of waste. Applicant

respectfully requests that this matter be heard at the first available hearing
follewing this date.

WHEREFORE, the undersigned applicant respectiully reguests that z hearing be

DATED this 2%th day of November, 1979

YATES PETROLEGM CORPOKATION ]
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ACPLTOATION POR APPROVAL OV
THE PRONGHORD OHITT i\(x:-[...fii:ff?

j LEA COUNTY, Nbw MEXTIUO
V

New Mexicc 011 Conservation ommissior
Santa Fe, Now Mexico S7/:010

Comes the undersigned Yates Petroleum Curporal ion, with offices at artccino,
New pieaicc and

files herevith one (1) copy of the proposed Uni‘ Agreement for
the development and operation o *he Pronghorn linit Area, lLea County, New lexico
and hereby males application for approval of said Unit Agreement as provided by
law, and in support thereof sta.es:

1. That the proposed Unit Area covered by said Agreement embr

acres of land, more or leou, more particularly described as follows

3

ces 5,120.00

..

: T-22-8, R-33-E, N.M.D.
: Secs. 29,90,31,9»; :’\T»l

P

-y

-23-5 R-}}-E, .M P.M.
ecs 7

EETRY

Lea County, New Mexico

P

H 2. That of the lands embraced within the proposced Uait, %,200.00 acres

% are lands of the United States, being G2.9% of the Area and 1,920.00 acres are
? State of New Mexico lands being 37.%7 of the Aren.

§ %2, That Applicant ico

informed and believes, and upon such information and
. belief states, that the proposed unit area covers all or substantially all of

wé the geological feature involved, and that in the event of a discovery of oil and
b gas thereon, that said Unit Agreement will permit the producing area to be devel-
b oped or operated in the interes! of conservation and the prevention of waste of
§ the unitized substances.
*
k. That Yates Petroleum Corporation is designated as the Unit Operator in
g said Unit Agreement, and, as such, is given a thority under the terms thereof to

carry on all operations necessary for the development and operation of the Unit
Area for oil 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 suf-
ficient to penetrate the Mississippian Formation, but applicant is not obliga:ed
ta drill said well in any event to a depth in eucess of 15,000 feet.

5. That the applicant bel eves tuat in =he

event oil or gas is discovered in
paying gquantities on lands within the Unit Area, tha! the 1ield or 2res can be de-
veloped more economically and elficiently under the terms of said Unit Agreement,
to the end that maximum recovery will be obtfained of unitized subsiances and ~hat
said Unit Agreement is in the interesi of conservation of prevention of waste as

conmemplated bty the New Mexico Oil Censervation division rules and regulations.

o NS Sk b MR MR R By

6. That Application for
the Commissioner of Public Lands

T

Approval of said lUnit Agreement has been filed with

Ery T

7. That upon an order being entered by ihe New Hexico 0il Conservation Divi-
sion approving said Unit Agreement, and afier zpnroval by the United states Depart-

3 ment of Interior, an apgroved copy will be filed with the New Mexcio Cil Conservation
Division.

: WHEREFORE, the undersigned apvlicant respeciruliy requests that a hearing be

! held before an examiner on the natier of said Unit Agreement, and that upon said
hearing, said Ynit Agreement be approved by the liew Mexico Oil Conservation Dovision
as being in the interest of conservation and the grovention of waste. Applicant

respectfully requests that this matter be heard at the rirst available hearing
following :his date.

DATED this 29th day of {lovember, 1579

VATES ”VTPOLL M ”ORPO”AmIO”

% 623461(/' 4;:?"ﬁ4’7;7t>

: Zandolph M. chha*dson, 111
B Atrorney At lLaw

Y. 0. Eox 319

Foowell, New Mexico 24201
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New Mexico Qi: Conservation Cemnicvion
Santa Fe, New Mexico &/901

Comes the undersigned Yatzs Pertrolenm Corroration, wilh offices at Arteslia,
New Mexico and files herewith one (1) copy of the proposed Unit Agreement for
the development and operaticn ot the Prongtorn Unit Area, lLea County, New Mexico
and hereby mates application for approval of szid Unit Agreement as provided by
law, and in support thereof sta‘es:

1. That the proposed Unilt Area covered by said Agreement embtraces 5,120.00

acres of land, more or less, more particularly described as follows:

T-22-S, R-33-E, N.M.].M. T-2%-$, R-33-E, N.M.P.M.
1 Secs. 29.20,31,32; A1 Secs. 9,6,7.8; A1l

Lea County, New Mexico

‘ 2. That of the lands embraced within ‘he proposed Unit, 3%,200.00 acres
- , ‘ are lands of the United States, being 62.5% of the Area and 1,$20.00 acres are !
¥ State of New Mexico lands being 37.5% of the Area.
1
s 3, That Applicant is informed and believes, and upon such information and

o : belief states, that the proposed unit area covers all or substantially all of

the geological feature involved, and that in fhe event of a discovery of oil and
gas thereon, that said Unit Agreoement will permit the producing areaz to be devel-
oped 0r operated in the inferest of conservaiion and ithe preventicn of waste of
the unitized substances.

PN Tk ST

& e,

k. That Yates Petroleum Corporation is designated as the Unit Operator in

o said Unit Agreement, and, as such, is given a .thority under the terms thereof to
¢ carry on all operations necessary for the develovment and operaticn of the Unit

Area for o1l and gas subject to all applicable laws and regulations. Thar said

Unit Agreement provides for the drilling c¢f an lnitial Test Well to a depth suf-
ficient to penetrate the Mississippian Formation, bu! applicant is not obligated
to drill said well in any event to a depth in excess of 15,000 feet.

Py

5. That the anplicant halsevecs that in the event nil or vas is discoversad in
paying quantities on lands within the Unit Area, that the field or area can be de-
veloped more economically and eificiently under the terms of said Unit Agreement,
to the end that maximum recovery will be obtained of unitized substances and that
said Unit Agreement is in the interest of conservation of prevention of waste as

contempliated by the New Mexice Qil Conservation division rules and regulations.

8 A oAns NP

R T

&. That Application for Approval of said Unit Agreement has been filed with
the Commissioner of Fublic lands.

T P

That upon an order being entered by the lew Mexico 0il Conservation Divi-

poroving caid Unit Agreement, and after approval by the United states Depari-

T Interior, an approved copy will be filed with the New Mexcio Oil Ceonoervation

Lo £ RIS A}

L L

WHEREFORE, the undersigned applicant respectfully requests that a hearing be
held before an examiner on the matter of said Unit Agreement, and that upon said
hearing, said Unit Agreement be approved by the New Mexico 0il Conservation Division
as being in the interest of conservation and the orovention of waste. Applicant

respectfully requests that this matter be heard at the first available hearing
following this date.

DATED this 29th day of November, 13792.

YATES PETROLEUM CORPORATION

~
S

sandolph-“®. Kichardson, I1I
Attorney At lLaw

i P. O. Box 319

: “oswell, few Mexico 28201
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Docket No, 1-80

Dockets Nos. 2-80 and 3-80 are tentatively set for January 16 and 30, 1980. Applications for heaviug must
be fileu ar L.ast ?? davs in advance of hearing date.

DOCKET: EXAMINFER HEARING ~ THURSDAY - JANUARY 5, 12820

9 A.M. ~ OIL CONSERVATION DIVISION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICC

CASE &770:

CASE 6786:

CASE 6771:

CASE 6772:

CASE 6773:

. CASE 6774:

CASE 6768:

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

In the matter of the hearing called by the 0il Conservation Division on its own motion to pcrmit
Rational rerrvicum Company and all other interested parties to appear and show cause why its Well
No. 1 located 905 feet from the Norti iinc and 1155 feet from the West line of Section 22, Township
29 Horth, Range 11 West, San Juan County, New Mexico, should nst be plugged and abandoned in accord-
ance with a Division-approved plugging program.

In the matter of the hearing called by the 0il Conservation Division on its own motion to consider
the amendment of its administrative procedure for the approval of infill drilling on existing gas
proration units as promulgated by Order No. R~6013 to permit the approval of infill wells as new
onshore production wells pursuant to the Natural Gas Policy Act of 1978 without notice and hearing
even though such wells have been spudded prior to receiving such approval.

Application of Cetty 01l Company for a non-standard gas proration unit, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval of a 160-acre non-standard gas proration unit
comprising the E/2 SW/4 of Sectfon 31, Township 24 South, Range 37 East, and the NW/4 NE/4 and NE/4
NW/4 of Sectiom 6, Township 25 South, Range 37 East, Jaimat Gas Pool, to be dedicated to a well to
be drilled at a standard location thereon,

Application of Reading & Rates Fetrcleum Co. for compulsory pooling, Rio Arriba County, New Mexico.
Applicant, in the above~styled cause, seeks an order pocling a1l mineral interests in the Dakota
formation underlying the SE/4 of Section 17, Township 24 North, Range 3 West, Chacon-Dakota Pool,
to be decdfcated to a well tu be drilled at a standaxrd location thereon. Also to be considered wiii
be the cost of drilling and completing said well and the allocation of the cost thereof as well as
sctual operating costs and charges for supervision. Also to be considered will be the designation
of applicant as coperator of the well and a charge for risk involved in drilling said well,

Application of Southland Royalty Company for compulsory pooling, Eddy County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Pennsyl-
vanian formation underlying the E/2 of Section 20, Township 13 South, Range 27 East, tc be Zedicated
to a well to be drilled at a standard location thereon. Also to be considered will be the rost of
drilling and completing said well and the allocation of the cost thereof as well as actual operating
costs and <harpoe for supervision., Also to be considered will be the daesignation of applicant as
operator of the well and a charge ror 1iss Invelved in drilling said well.

Application of Doyle llartman {or an unorthodox location, non-standard proration unit, and approval of
infill drilling, Lea County, New Mexico. Applicant, in the above-styled cause, seeks approval of a
120-acre non-standard proration unit comprising the NW/4 NW/4 of Section 6, Toumship 25 Scuth, Range
37 East, and the W/2 SW/4 of Section 31, Township 24 South, Range 37 East, to be dedicated to his
Federal Jalmat Com Well No., 1 at an unorthodox location 590 feet from the North line and 660 feet
from the West line of said Section 6; applicant further seeks a finding that the drilling of said
well is necessary to effectively and efficiently drain that portion of an existing proration unit
which cannot be so drained by the existing well.

(Continued and Readvertised)

Application of Alpua Tweiity-One Production Company for two non-standard gas proration units, compul-
sory poolinp, unorthodox well location, and appruval of ¥nfill drilling, Lea County, New Mexico,
Applicant, in the above-styled cause, seeks approval of a 40-acre non-swsidard gas proration unit
comprising the SW/4 SE/4 cf Section 21, Towmship 24 South, Range 37 East, Jalmat Gas Pool, to dve
dedicated to the Fl Pasoc Natural Gas Company Shell Black Well No, 2. Applicant also seceks an order
pooling all mineral interests in the Jalmat Gas Pool underlying the Ef2 SW/4 and NW/4 SE/4 of said
Scction 2} to form a 120-acre non-standard gas proration unit to be dodicated to a well to be drilled
at an unorthodox location 990 feet from the South line and 1650 feet from the West linc of said
Section 21. Also to be considered will be the cost of drilling and cempleting sajd well and the
allocation of the cost therecof{ as well as actual operating costs and charges for supervision. Also
to be considered will be the designation of applicant as operator of the well and a charge for risk
involved in drilling said well. Applicant further sceks a finding that the drilling of said well

is necessary to cffectively and efficiently drain that portion of tae existing proration unit which
cannot be so drained by the existing well.
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CASE 6767:

(%]
7]

A

ASFE 6457

CASE 6732:

. CASE 6775:

CASE 6776:

CASE 6777:

CASR A778:

CASE_6745:

CASE 6779:

Naim s e e

CASE 6780:

CASE 6781:

(Continued from December 12, 197%, Examiner Ucaring)

Application of Alpha Twenty-Oune Production Company for two nor-standard gas proration units, unor-
thodox well location, aad approval of infill drilling, ifsa County, New Mexico. Applicant, {n the
above-styled cause, secks appreval of a 40-acre non-standard proration unit cemprising the Nk/4 NW/4
of Sectiloan 27, Township 25 South, Range 37 East, Jalmat Gas Pool, to b dedicated to ElL Paso
Natural Gas Company's Harrisou Well No. 2, and also a 200-acre unit comprising the 572 W/2 a3nd NE/4
NW/4 of said Sectionm 27 to be dedicated to a well to be drilled at au unorthodox location 1980 feet
from the North line and 560 fcet from the West line of Section 27, Applicant further scecks a find-
ing that the drilling of the latter well is necessary to effectively and efficiently drain that
portion of an existing pro-ation unit which cannot be so drained by the existing well,

(Continued from October 17, 1979, Examiner Hearing)

Application of El Paso Natural Gas Company for approval of iufill drilling, Lea County, New Mexico.
Applicant, in the above~styled cause, seeks a walver of existing weil-spacing requirements and a
finding that the drilling of its Shell E State Com Well No. 2 lecated in Unit N of Section b, Towa-
ship 21 South, Range 36 East, Eumeont Gas Fool, Lea County, New Mexico, is necessary to effectively
and efficiently drain that portion of the proration unit which cannot be so drained by the existing
well,

(Continued from November 28, 1979, Examiner Hearing)

Application of Dorchester Expleration, Inc. for an unorthodox oil well location, Lea Couunty, New
Mexico. Applicant, in the above-styled cause, secks approval for the unorthodox location of its
Morton Sclid State Unit Well No. 1 located 2156 feet from the North line and 990 feet from the West
line of Section 4, Township 15 South, Range 34 EBast, Tres Papalotes-Pennsylvanian Pool.

Application of Harvey E. Yates Company for a unit agrecment, Lea County, New Mexica,
Applicaut, in the above-styled cause, sceks approval for the Young Deep Unit Arca, comprising 2242
acres, more or less, of Federal lands in Township 18 South, Range 32 East.

Application of Harvey E. Yates Company for an unorthodex gas well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox locaticn of its Young Deep

Unit Well No. 1, a Morrow test to be drilled 560 feet from the North and West linos of Section 10,
Township 18 South, Range 32 East, the W/2 of said Sention 10 to be dedicated to the well,

Application of Harvey E. Yates Company for an NGPA determination, Eddy County, New Mexico,
Applicant, in the above-styled cause, seeks a new onshore reservoir determination for its Amoco
22 State Hell No. 2 located in Unit G of Sectien 22, Township 23 South, Range 27 East,

Application of Harvey E. Yates Company for an NGPA determinatior. Eddy County, New Mexico.
Applicant, iua tho sheve~-styled cause, sccks & new onshore reservoir determination for its Loeco Hills
Welch Well No. 2 located in Unit N of Section 4, Township 18 South, Range 29 East.

(Continuad from November 28, 1979, Examiner Hearing)

Application aof Harvey E. Yates Company for compulsory pooling, Eddy County, New Mexico.

Applicant, in the above-styled cause, sccks an order pooling all mineral intevests in the Wolicamp-
Pennsylvanian formations vnderlying toe /2 of Section 28, Township 23 South, Range 24 East, to be
dedicated to a well to be drilled at a standard location thereon, Also to be considered will be

the cost of drilling and completing said well and the allocation of the cost thereof as well as

actual operating costs and charpes for supervision. Also to be considered will be the designation
of applicant as operator of the well and a charge for risk involved in drilling said well.

Application of Yates Petroleum Corporation for a unit agrcement, Lea County, New Moxico,
Applicanr, in the above-styled cause, seeks approval for the Pronghorn Unit Area, comprising 5,120
acres, more or less, of Siaic and Federsl lands in Townships 22 and 23 South, Range 33 East.

Application of Yates Petroleum Corporation for a unit agroement, Eddy Counuy, NHow Mexico,
Applicant, in the above-styled cause, seeks approval for the Serpentine Bends Unit Arca, comprising
4,802 ac.es, more or less, of State and Federal lands in Township 24 South, Ranges 23 and 24 East,

Application of Yates Petroleum Corporation for an unorthodox gas well location, Eddy County, New
Mexico, Applicant, in the above-styled conse, secks approval for the unorthodox loration of a
Morrow test well te be drilled 6060 feet from the South linc and 1980 fcet from the Fast line of
Section 1, Township 20 South, Range 28 East, the Ef2 of said Section 1 to be dedicated to the well,
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CASE 6782:

CASE #7

3]
W

CASE 6784:

CASE 6785:

Applicatior. of Inexco 01l Company for an exceptiom to Order No. R-3221, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an exception to Qrder No, R-3221 to permit digposal of
producea brine into an unlined surface pit located in Unit H of Section 7, Township 19 South,
Range 33 East.

application of McClellan 01l Corporation for an unorthodox 01l well location, Chaves County, New
Mexico, Applicant, in the above-styled cause, sceks approval for the unorthodox location of its
Marlisue State Well No. 6 located 1155 feet from the North line and 2475 feet from the West line
of Section 24, Township 14 South, Range 29 East, Double “L'-Queen Associated Pool, the NE/4 NW/4
of said Sectizn 24 to be dedirated ts the well,

Application of Merrion & Bayless for az non-standard procation unit and an unorthodox gas well loca-
tion, San Juan County, New Mexico, Applicant, in the above-styled cause, sceks approval for a 640-
acre non-standard gas proration unit comprising the W/2 of Section 18 and the W/2 of Section 19,
Township 32 North, Range 14 West, Barker Creek-Paradox Pool, to he dedicated to its Ute Well No. 7
at an unorthodox location 1685 feet from the South line and 3335 fect from the East line of said
Section 19,

In the alternative, applicant seeks an order force pooling all of said Section 19 to form a standard
640-acre unit.

Application of The Harlow Corporation for compulsary peoclisng, Chaves County, New Mexico.

Applicant, in the zbove-siyied cause, seeks an order pooling all mineral interests in the San Andres
tormation underlying the SW/4 SW/4 of Section 18, Township 8 South, Range 29 East, to be dedicated
to a well to be drilled at a standard location thereon. Also to be cunsidered will be the cost of
drilling and completing said well and the allocation of the cost thereof as well as actual operating
costs and charges for supervision. Also to be considered will be the designation of applicant as
operator of the well and a charge for risk 3involved in drilling said well,
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Pursuant to the authority vested in tie Secretary of Tnterior, under
1

the act approved February #5, 1920, 41 Liat. 4%/, as avendzd, 30U, & €

v

secs. 181, et seqg., and delegated to 'te Oil and Gas Supervisors cf the
q P

Geological Survey (33F.R. $812), 1 do herery:

A. Approve the attached agreement for ‘he development and operation

of the Fronghorn

New Mexico , County of ea.

B. Certify and determrine that the @it plan of development and

eration contemplated in the attached agreemen! is nececsary and advisable

in the public interest for the purpose of more properly conserving the
natural resources.

C. Certify and determine that the drilling, producing, rental,

minimum reyalty, and royaliy requirements of all Federal leases committed

to said agreement are hereby established, altered, changed, or revoked to

conform with the terms and conditions of this agreement.

Dated

0il ard Gas Supervicor, United States Geological Survey

Contract Number

e e .- - m—a e

s —————— e
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THIS AGREEMENT, entered into as of the 1< day of December

1979, by and between the partie: subscribing, rutifying, or consenting hereto,

and herein referred tc as the "oarties hereto,"

WHEREAS, the parties herz-o are the owners of sorking, royalty, or other

0il and gas interests in the init 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 2t seq., authorizes Federal lessees and their re-
presentatives to unite with each other, or iocintly or separately with others, in
collectively adopting and cperating a cooperative or unit plan of development or
operation of any oil or gas pool, field, or like area, or any part thereof for
the purpose oI more properly coaserving the natural resources thereof whenever
determined and certified by the Secretary of (he Interior to be necessary or ad-
visabie in the public interes*; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is

authorized by an Act of the Legislature (Secs. 19-10-45, 46, 47 N.M. Statutes

1978 Annotated) to consent to or approve this agreement on behalf of the State

of New Mexico, insofar as it covers and includes lands and minersl interest of

the State of New Mexico; and,

WHEREAS the Cil Conservation Division of the State of New Mexico Energy and

Minerals Department is authoriuz

New Mexico Stututes 1978, Annotated)to approve thisc agreement and the conservation

provisions hereof; ang,

WHE b e Y A N N DU S . : PR
...:RE“S, the rarilies herevs hol suificient interests in tne

Pronghorn Unit Area covering the land hereirafter

described to give reasonatbtly efective control oI eopsrations therein;

WHEREAS, it is the purposc of the parties hereto to conserve natural re-

saurces, prevent waste, and secure other bernerits obtainable through developnant

and operation »f the arcua subjest to this ayrecment under the terms, conditions,

z2d by an Act of the Legislature {Chapters 70 and 71, !

T T O T T I T



and limitations herein et tortt;
NOW, THEREFORI, 1in considcratinn of ‘b pre~ices and the promises herein
incd, the partics huerelo tommit Lo This owresment tnexr respestive interests

O

in the below-defined unit area. and ggree ceverns:y anmong themselves as follrnws:

1. ENABLING ACT AHD KFGULATIONT. The Minrreal lLeasing Act of February, 75

as anmcended, supra, and all valic¢ perlineni regulations, including operating crd

Z

.
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Y
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reasonable regulations hereafter 1ssued Lhercunder are accepted and made a pert of
this agreement as to Federal iands, provideu cuch regulations are not inconsiatent
with the terms of this agreement; and as to non-tederal lands, the oil and gas
operating regulations in effect as of the effective date hereof governing drilling
and producing operations, not “‘nconsistent with the terms heveof or tne laws of the
State in which the non-Federal land is located, are hereby accepted and made & part
of this agreement.

2. UNIT AREA. The following described land is hereby designated and recog-

nized as constituting the unit area:

T-22-S, R_%3-p, il.M.P.. Uo07IG L RoTTIR, NJMLPLM.

V== —1,

Secs. 25.70,31,%2: ALl Ternr. H.6.7.0: AL

Containing 9,175,020 acres, more or less

s

P s e
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LR
28R

Exhibit "A" attached hereto is 2 map showing the unit area and the boundaries and
indentity of <racts and lezses in said area to the extent known to the Unit Operator.
Exhibit '"B' a:tached hereto is a schedule showing to the extent known to the Unit
Operator the acreage, percentage, and kind of ownership 6f 0il and gas interests

in all land in the unit area. However, nothing herein or in said schedule or map
shall be construed as a representation by any: party hereto as to the ownership of
any interest other than such interest or interests as are shown in said map or
schedule as owned by such party. ¥Exhibite "A'" and "8" shall be revised by the Unit

P PR T Al - .. . . . .
orv‘uvvb wiiCiasvel LhauEess Ll LHE Ullll ATreAa renter Ssuth revicion necessary when re-

quested by the 0il and Gas Supervisor, hereinafter referred to as 'Supervisor,' or

wheén raduested by the ‘~mmissioner of Public l.snds of the State of New Mexico,

-
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hereinafter referred 1o as "land Cormincioner," -rd no' e than five (9) copies
of the revised Fxhibits shalil bte filed witho the Supervicor and onn (1) copy there-
of shall be filed with the innd Commiceioner, »nhd one (1) copy with the Uil Con-
servation Division of the ilew Mexico Duergs ong dlinerals Devartmen
raferred to as '"Division."

The above-described unii areca shall, when practiecnsble. be expanded to include
therein any additional lands or shall be contracted to exclude lands whenever such
expansion or contraction is deemed to be necessury or advisable to conform with the
rurnases of this agreement. Such expansion or contraction shall bte effected in the
following manner:

{a) Unit Operator, on its own motion or on demand of the Director of tlie

Geological Survey, hereinafter referred to ac "Director," or on demand of the land

Commissioner, after preliminary concurrence by the Director, shall prepare a notice

3

of proposed expansion or contraction describing the contemplated changes in “he

&

boundaries of the unit area, the reasons therefor, and the proposed effective date
thereof, preferably, the first day of a month subsequent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, the Land Commissioner
and the State Division, and copies thereof mziled to the last kncwn address of
each working-interest owner, lessee, and lessor whose interests sre affected, ad-
vising that thirty (20) days will be aliowed for submission to tre Unit Operator of
any objeciivus.

(c) Upon expiration of the 30-day period provided in the preceding itemn
(b) hereof, Unit Operator shall file with the Supervisor, the Lard Commissioner,
te Division, evidence of mailing of the notice of expansicn or con-
traction and a copy of any objections thereto which have been filed with Unis
Operator, togeiher witii & aop ign in sufficien® numher, far approval of

such expansion or contraction and with appropriate joinders.

ct
s

{(d) After due consideration of all partinent information, the expansion or
contraction shall, upon approval by the Supervisor, the Land Commissioner, and State
Division, become effective as of the date vrescribed in the notice thereof.

(e) A1l legal subdivisions of land ( i.e., 40 acres by Govermment survay or
its nearest lot or fract equivalent; in instances of irregular -~urveys unusuilsy
lerge lots or tracts shall te concidered in multiples of U0 acres or the rearest
aliquot eguivalent thereof), n> parts of which sre entitled to be in a partizipating

area on or before the fifth anniversary o! t9u oifcciive g=i~ of tho fizct

S

At

N

participating area estauliched under this it ngreement, shall be eliminated adto-

.

iy from this agreaaome
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such lands shall remain ot ject heroto for o - o drill g aperstions

are continued diligently, with not mers than FEERE: vire olapningg between the

completion or one such well and the comreno oot 0 the next guch well. A1l legal

: subdivisions of lands not cntitled to be 0 et Do

: prrt o lvating arcen within 10 years
g after the effective date of trne first inziiz priicipating arca approve o uarder
5

i this agreemernt gnail Lo aulomalicaily el niaieiod ren fhile g oot oo ol ald
z

tenth anniversary. All lands gproved proadictive

Live b driiliing opsrations
after the aforesaid five-ycar period shell Gecome participating in tne same i

manner as during said five-year period. llow v.r, when such diligont drilling

operations cease, all non-participating lari: voeoautomatically eliminaled

effective as of the 91st day thercafter. 1« 5nit operator shall within 90 days

after the effective date of any climination - roander, describe the area so e¢li-

minated to the satistfaction of the Supcirvioer m

12 LUPH Voo aty

Pl T o
%

e

and Commissiconer and

R, g g5 o gl b g R W

promptly notify all partics in interest.

; If conditicns warrant cxtensien of the tren-year period specificed in this
¥
H

subsection 2 (e), a uingle extensicn of rnut o “ce s twe years may be acconplished

by consent of the ocwners of 9 of the workiug interests in the current non-parti-

cipating unitized lands and thc owners of &0 ¢f tas btasic royalty interests

(exclusive of the basic royal:y internsts of th~ United States) in non-participating

unitized lands with approval oi the Directer und Land Commissioner, providel such

extension application is subniticd to the Dirontor and the

Land Commissioner not
later then 90 days prior to tir wuxuiraticn of onid trn-year pericd.

Ary expansion of the unit arca pursiuni to trniu gection which cmbrac o

JE o e oo Lo SEUUR IR L el - S

lands theretofore climinated Lurcuant to “hic svesoction 2 {e) ¢hall ot be con=-

sidered automatic commitment or recommitoent o Coich

3. UNITIZED LAND AND ULITIZwD CUHLREIAIT0. A1l lund comritted to ~his

g PN AN L A

1

agreement shall constitute lanc retorred oo nereon oas "undtieed Jand" opr "1nd

H zubject to this agreement.™ A1l oll ar! mue Sn coz cacr 1l Yormotions ol b

i

¥

g unitized land are uniiized under the o N et i v nre en) ded
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agrees and congente to acceot the dulicn snd oblipations of Unit Operator “or the
discovery, development, -mnd nroducticn of i'ived onbstances ac herein provided.

Whenever reference is made herein to the il Uperntor, such reference :

-~y o~ +*
ence means the

Unit Ogperator acting in the cxpacity and no* =5 ~n owner of interest in un.tized

substances, and Lhe term "working-interest cuner” heon used shall include or
refer to Unit Operatcer as the owner of « worwing interesct when siuch an interest

is owned by it.

5.  RESIGNATION OR KEMOVAT, OF URIT OPEERATOR. Uinit Operater shall have the

right to resign at any time nrior te the cctaklichment of a particinating nrea or

areas hereunder, but such resignation shall rnot btecome effective so

as to ~elease

Operator's rights as such for a period of six (A) months after notice of intention
to resign has been served by Unit Operator on all working-interest owners and the
Supervisor and the Land Cemmissioner, and until all wells then drilled hereuﬁder
are placed in a satisfactory conditions for suspension or abandonment whichever is
required by the Supervisor as to Federal lands and the State Division as to State
and privately owned lands, unless a new Unit Operator shall have been selected and
approved and shall have taken over and assumed the duties and obligations of Unitc
Operator prior to the expiratzion of said period.

Unit Operator shall have the right to resign in like manner and subje:t to
like limitations as above provided at any time a participating area established
hereunder is in existence, but, in all instances ol resignalicnn or removal, unti
a successor unit operator is selected and approved as hereinafter provided, the
working-interest owners shall be Jjointly responsible for performance of th=2 duties
of unit operator, and shall not later than %0 days before such resignation or re-
moval becomes effective appolint 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 Zor any default by it hereunder occurring prior to the effective date
of its resignation.

The Unit Operator may, ipon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by the same percentage vote
of the owners of working interests as herein provided for the selection of a new
Unit Operator. Such removal shall be effec-ive upon notice thereof to the

n

upervisor

and the Land LUommissioner.




The resignation or revoval of Unit Ooorator aei o fhic apreoorent chal
net terminate 1ts righty, T1tlo, or Inter o o0t v e o noware it int et or
\ other intircct in unitized subivtances, 0 apoe i von Soant i o veeeval o0 it
d uperator Doeccming ol Leclive g Gnet it Gpe e e LNV r poty A S IR U I
wells, cquipment, materiale, ond appurt.ocor o o0 0 conan g L it opetn-
ticns to thie new ﬁ'_‘\]y q‘d.’:]‘;!'i- Gt s ensor thit Triornter oor Lo the cormmorn e Pt
if no such new Unit Operator 5o clectody to o0 0 1 Fer Phe purpore ol condnet g
+ unit operaticns zercunder. fofhning horein shrad (o constraed as gathoriving reo-
H moval of any material, cquipmont, and appirt on N e ded Tor the preaorvel on o
any wells.
¥
¥ e TN T Ty A Y - .. o ~ .
: 6. SUCCESSCR UNIT OPERATOR.  Whenover ti Unit Cprrator shall tender his
- =
® . . . . ;
. or its resignation as Unit Opeoralor or shall b roaeved as hercinabove provided,
|/
L2 . . . . - yo .
. v or a change of Unit Operator is negotiaterd vy working-intorest owners, the ouners
b
N - ) of the working inlerecsts in the participaling oA or arens according o the:r re-
* -
,¢§ spective acreage intercsts in such participating nron or arcas, or uniil a parti-
. ¥ cipating area shall have been cstablishced, the owners of the working interecsts
;
g according to their respective acreage interq-ots in 211 mnitized land, shall by
- ; majority vote select a succescor Unit Operator: FProvided, That, if a majority
s {
. i
% but less than 75 per cent of tic working intrroot: ¢ .alitfid to vote are ownrd by
é one party tc this agreement, a concurring vot. o one or more additional working
'%“E interest owners shall be reguired to scleoct o now operator.  Huch selection chall
not become effective until
(a) & Unit Opera‘or 5o selactod shiall nceropt in writing ithe duties and
. :
. responsibilities of Unit Upcrator, and
: (b) the selection shall have been approved by the Supervisor and approved
Z by the Land Commissioner.
2 If no successor Unit Opcrator ic ao-l-oled nad qualificd as herein provided,
{ the Director and the Lanag Comuiscioncr, a. trheir - lection, may declare this unit
)
: agreement terminated.
: 7. ACCOUNTTING DROVISION: ADD UNTD by AGREBMMIT,  I9 the Unit Uperator
: is not the sole ouner of workirg int-roots, conio, 2nd oxpenses incurrec by tnit

Operator in cordusbting vnibl g st iono Horound o canil oo paid aod apportioncod

among and ovorne Ly the cwrers U uapsiogn o tnte v oty all o In oncoorduncs witn the
AETComntnt oy hgEr s nt LS I O A TR TR I S 1 VTRS SRR U IS O ALY
QWL I8 b i AL, P or ot parat by oy eallie by, any
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Unit Operator as provided ir this section. whetler one or more, nare herein referred

to as the unit operating agrecement."” Ouch unit operating agreement shall also

provide the manner in wnich the working-intcrent owners shall be entitled to re-

ceive their respective proportionate and nllocated share of the benefits accruing

hereto in ceonformity with their underlying opcerating agreements, leases, or other
independent contracts, and cuch other right:

end the working-interest owners as may Lo noresd

nron by Unit Operatlor anda the

working-interest owners; hcusever, no such unit operating agreement shall be deemed

either to modify any of the terms and conditions of this unit agreement or to re-

lieve the Unit Operator of any right or obligation estab.ished under this unit

agreement, and in case of any incensistency or conflict beiween this unit agreement

and the unit operating agreement, this unit agreement shail govern. Three true

copies of any unit operating agreement executed pursuant to this section sghould
be filed with the Supervisor and one true copy with the Land Commissiovner, prior to

approval of this unit agreement.

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 heretc which are necesr-ry or convenient for prospecting for,
producing, storing, allocating, and distributing the unitized substances ere here-
by 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 Opera-
tor and, together with thigs agreement, shall constitute and define the rights,
privileges, and obligatiovins of Unit Operator. WNothing herein, however, shall te

construed to transfer title to any land or to any lease or operating agreement,

ct
(42

i cing understood th

od at uncder this agreement the Unit Operator, in its cepacity

as Unit Operator, shall exercise the rights of possession and use vested in the

parties hereto only for the purposes herein speciflied.

9. DRILLING TO DISCOVERY. Within six {6) months after the effective date

hereof, the Unit Operator skall begin to drill an adequate test well at a location
approved by the Supervisor, if on Federal land, or by the Land Commissioner, if on
State land, or by the Divisicn if on fee land unless on such effective date a

well is being drillsd conformably with the terms hereof, and thereafter ccntinue

eneh drilling diligeatly until the MISSISSIPIAN (CHESTER) FORWATION HAS BREN

PENETRATED AND ALL BELD OF PRHUSTLVAWIAN AGE HAVE BETUN TESTED

, or until at a

lesser depth unitided substsnces shall be discovered which can be produced in paying

eud obligations as between Unit Uperator

T



quantities (to-wit: quantitics sufficient 'o repny the costs of drilling, complet-
ing and producing operations, with a reaczonnble profit) or the Unit Operator shall,

at any time, establish tc the satisfaction or the Supervisor 1f on Federal land, or

the Land Commissioner 1f on Siate land, or the lLivision if on Fee lund that further

drilling of said well wculd te unwarranted or impracticable; provided, however, that

. e s . . W N v Cos PO . .-
Ty CVaY, e RSP LT W ELV O U V9 111 sald well Lo 3 Qeptin

in excess of 15,000 feet.

Urtit the diccovery of a deposit of unitized
substances capable of being produced in paying quantities, the Unit Operator shall
continue drilling diligently one well at a Lime, zllowing not more than six (6)
months between the completion of one well and the beginning of the next well, until
a well capable of producing unitized substances in paying quantities is completed

to the satisfaction of said Supervisor if it ve on Federal land or of the Land

Commissioner if on State land, or the Division if on fee land, or until it is res&-

sonably proved that the unitized land is incapable of producing unitized substances

in paying quantities in the formations drilled hereunder. Noihing in this section

oo e o o ErERB A
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shall be decmed to 1imit thoe right of the Unit Operator to resign as provided in

section 5 hereof, or as reqiiring Unit Operalor to commence or continue any

{
S o L

drilling during the period vending such resignation becoming effective in order to

A

comply with the requirements of this section.

g

The Director and Land Commissioner

may modify the drilling reqguirements of this

o

section by granting reasonable exten-

sions of time when, in their opinion, such action is warranted.

» R

Upon failure to commence any well provided for in this secticn within the

-

time sllowed, including any extension of time granted by the Supervisor and the

% Land Commissioner, this agreement will automatically terminate; upon failure to

% continue drilling diligently any well commenced hereunder, the Supervisor and the

? Land Commissioner may, after 15-days notice to the Unit Operator, declare this

% unit agreement *terminated.

% 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) montha after

? compleation of a well capable of producing unitized.substances in paying quantities,
5 .
? the Unit Operator shall subnit for the approval of the Supervisor, the Land

% Commissioner, and State Division an acceptable plan of development and operation

E for the unitized land which when approved by the Supervisor, the Land Commissioner,

and State¢ Division, shall corstitute the further drilling and operating obligations

- Y AAd . ~ * A Y. s e m e  mm e o~ oI - i
Ul LUE U1l VRpSlaLurl wanusi  ealao agiodminn 20T 0T T 272lired rTnareaIm. lnereasve:

ba)
-

from time to time before the expiration of any existing plan, the Unit Operator. shall




submit for the approval of the ﬁupuxvicmv* (R V~wmxrsionrr. it et pivision
jonal :;‘N‘ifivd ;-eriod vor thv desvc“\m\ment and c;»rr;:!,ion ot the

u.itized jand.

Cii et ON contl providc for the puploTal ion

~f the unitized area and Ving necesoarv minnlion of

Pl «

5 the ares or areas thereo!l capat!® of producing unitized B8F
quantities jp each and every productive format

Suﬂervisor, the Land Commiss}oner, and Strate

'

ion and shall

H
: adequate as the

‘ timely development

e unitized ar€ad and chall:

(a) specify the number and locall

e for such drillings and

proposed ordet and tim

(p) to the extent practicable gpecify the ©

necessary and advisable for proper conservation of natural resourcee:- R
plans may oe submittcd for separate productive zONES subject to the approval of

the Supervisor, the Land Commissioner, and gtate pivision.
scary to meel changed conditions

supplemented when necesvws

of all parties to this agreement. Reasonable ailigence

cised in complying yith the obligations of the approved plan of develop-
ment . The Supervisor and the Land.Commissioner are authorized ro grant 2 reasonable
cxtension of the six-month period nerein prescribed for submission of an jnitial
plan of development where such action is justified pecause of unusual conditions
pfter completion pereundelr of 2 well capable of producing any

or circumstances.
unitized substance in paying quantities, no furiner wells, except guch as may ©e
r this agreement and such

necessary to afford protection against operations not unde
as may ke 3pecifica11y approved py the Supervisor, the T.and Commissioner,
pivision s shall be arilled excepl in accordance with & pian of development approved

as nerein provided.
11 capavle of pro-

11. PARTXCIPATION AFTER DISCOVERY. Upon completion of a we

thereafter as required vy

£
®
4
4
4

aying quantities or 2€ soon

it

) ducing unitized substances in P
the Land Commissioner, or the State pivision . the Unit Operalor

the oupervisor,
womit for approval py the Supervisor, the Lana Commissioner, and srate

shall S
or aliquot

Division chedule, pased on subdivisions of the public—land survey
then regarded =8 reasonably proved tc D€ productive in

parts (et .
j antities? all 1gnds in cald sonoaunlte v :yyrova? ¢ the Supervisor, the
e} eolcotive

vk |
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as ol the date of completien of cuch well or the «fective 4ate of this unit agreement,

whichever is later. The acreages of both Vedornt rmd non-vederal ‘ondi choll be
based upon appropriate computalions from the oo and distances shown on the last
approved public-land survey as of the effective dre of caeh initial participating

area. Said schedule shall also set for'h the poroentarme of unitized substances to be
allocated as herein provided Lo each tract in the pariicipating area so established,
and shall govern the allocation of production commencing with the effective date

of the participating area. A separate pariicipaiing area shall be established for
each separate pool or deposit of unitized sutistances or ror any group thereof which
is produced as a single poocl or zone, and any tuwo or aore participating areas so

acstahlichad mawr he ramhined inta ann . an annravs]

S ~ =
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2

sioner, and the State Division. When production from two or more participating
areas, sc established, is subsequently found to be from a common pool or deposit
said participa*ing areas shall te combined into one, effective as of such apprepriate
date as may be approved or prescribed by the Supervisor, the Land Commissioner, and
State Division. The participating area or areas so esztablished shall be revised
from time to time, subject to like approval, to include additional land then regarded
as reasonably proved to be productive in paying quantities or necessary for unit
operations, or to exclude land then regarded as reasonably proved not to be productive
in paying quantities and the schedule of allocation percentages shall te 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 date may be used if justified by

the Ton 3

he Uni perator and approved by the Superviscor, the Land Commiscicner, and State
Division. No land shall be excluded from a participating area on account of de-

pletion of the unitized suvstances, excepl thal zny parliclpating area establishted
under the provisions of this unit agreement shall terminate automatically whenever all
completions in the formation on which the participating area is based are abandoned.
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 regard-
less of any revision of the participating area, nothing herein contained shall be
construed as requiring any retroactive adjustment for production cbzained prior to
Ltlic eileciive gate ol Tne revision ct the participating area.
In the absence of agreement at any time otetween the Unit Operator and the
Supervisor, the Land Conmissioner, and Siste Division as to the proper definition

or redefinition of a participatiag area, or un'il a rarticipating area has, or areas




have, been established as proviied herein, the rorticn of all payments affect

thereby shali be impounded in a manner mutonlly ncceepiatle to the owners of wrking

interests und the Supervisor and the iana Yommissioner. Royaliieo due the Uniteg

Ca A

(Y

>

&
{h

~ o

“ States shall he determinend hy tre Surervincr § 52 launds and Lne Landa Uommis-
sioner for the State lands and the amount thereof shull be deposited, ané diracted by

the Supervisor and the Land Commissioner, to be held as unearned money until a

participating area is finally avproved and ihen apnlied as earned or returned in

L T

3 ; accordance with a determination of the sum due ns Federal and State royalty of the

o Y

basis of such approved participating area.

s

Whenever is is determined, subtject to the approval of the Supervisor, th: Land

;
g Commissioner, and State Division that a well drilled under this agreement is 10t
- . .
g . 2 capable of production in paying quantities and inclusion of the land on which it is
. . %'! situated in a participating area is unwarranted, production from such well shall,
f’ : ’ . * for the purposes of settlement among all parties other than working-interest cwners,

be allocated to the land om which the well is located unless such land is already
within the participating area extablished for the pool or deposit from which such

production is obtained. Settlement for working interest benefits from such a well

P £ AR % A Yol

12. ALLOCATION OF PRODUCTION. A1l unitized substances produced from each

participating area extabliished 'inder this agreement, except any part thereof used in

conformity with good operating practices within the unitized area for drilling, opera-

Mo ‘h'ﬁ PR G £

ting, carp, and other production or development purposes, for repressuring or

recycling in accordance with a 2lan of development approved by the Supervisor, Land

LB LR

Commissioner, and State Division, cor unavoidable lost, shall be deemed to be Hro-

duced equally on an acreage basis from the several tracts of unitized land of the

participating area established for such production and, for the pirpose of dezerminiag

Py e T e ENE Y

any benefits sccruing under thii agreement, each such tract of unitized land 3hall have
allocated to it such percentage of said production as the number cf acres of such
tract included in said participating area bears to the total acres of unitized

land in said participating area, except that allocation of production hereunder

for purposes other than for set<lement of the royalty, overriding royalty, or

B e an AR BT RN L N S

vayment out of production ovblizations of the respective working-interest owners,

shall be on the basis prescribzd in the unit operating agreement whether in con-

formity with the basis of allozation herein cei forth or oftherwise., Tt ig hecehy
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agreed that production ot ritaued cutatnn o

1o o operticipating area shall oe

2llocated as provided herein regardies

a

& of whetrer nny wells are drilled on any

particular part of iract ¢f gnid participating arves. 1f any gas produced {rom

sne participating area :s used for r

ing oY recyclinp purposes in another
pariicipailng aseca, ind 5irnt thdrawn from snch last-mentioned partizipating

area for sale during the 1ife of this agreement shall be considered to te the gas

so transferred until an amouat equal to that transferred shall be co prcduzed for

sale and such gas shall te allocated to the participsting area from which initially
ag such area was last defined at the time of such final production.

13. DEVELOPMENT OR OPFRATION OF NON-PARTICIPATING LAND OR FORMATICONS., Any

party hereto owning or contrnlling the working interest in any unitized land having
thereon a regular well location may with the approval of the Supervisor and the-
Land Commissioner, and the Division as to privately owned land, at such pa-ty's
sole risk, costs, and expense, drill a well 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 witkin said
participating area, unless within 90 days of receipt of notice frem said party of
his intention to drill the well the Unit Operator elects and commences to :drill such
a well 1n like mamnsr ac other wells sr~ drilled by the Unit Orerator under this

agreement.

If any well drilled a. aforesaid by a working-inierest vwuael Tésuits on
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 operating
agreement.

If any well drilled as zforesaid by a working-interest owner obtains pro-
duction in quantities insufficient to justify the inclusion of the Zand upon which
such well is situated in a participating area, such well may be operated ard pro-
duced by the party drilling the same subject to the conservation requiremerts of
this agreement. The royalties in amount or value of production from any svch well

shall be paid as specified in the underlying lease and agreements affected.

14. TROYALTY SETTLEMENT. The United States and any Stute and any royeslty

owner who is entitled to take in kind a share of the substances now unitized here-

under chall heranfter be enfitled to the right to take in kind its share of the

unitized suostances. and ‘he Unit Operator. or the working-intersst owner in case

e e aaeas iy
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of the operaticr of a well by o working-inter 4 ouner an nerein provided for in

special cases, shall make delivericos of ouch ravnaity rhare taken 3in kind in con-
formity with the appiicable coutracts, law:, qand regulations. Settlement forr roy-
alty interest not taken in kind chall be mad by working-interest owners responsible
therefor vnder existing contracts, laws, ani ropzintions, cr by the Unit Operator,
on or before the last day of cach month for -inisized substances produced during
the preceding calendar month; provided, however, that nothing herein contained

d Sperate to relieve the lussees of any land r'rom their respcctive lease obli-
gations for the payment of any royalties due unider their leases.

If gas obtained from lands not subject to this agreement is intrcduced

into any participating area hereunder, for use in repressuring, st?mulation of
production, or increasing ultinate recovery, in conformity with a plan of opera-
tions approved by the Supervisor and the Land Commissioner, a like amount of gas,
after sett%ement as herein provided for any gas transferred frem any other parti-
cipating arez and with appropriate deduction for loss from any cause, may be with-
drawn from tre formation into wvhich the gas is introduced, royalty free as to dry
gas, but not as to any products which may be extracited therefrom; provided that
such wjthﬁrawal sna21l ve at such time 2s may be provaded in the approved plan of
operations or as may otherwise be consented to by the Supervisor and the Land
Commicsicner as conforming to good petroleum engineering practice; and provided
further, that such right of withdrawal shall terminate on the termination of this

unit agreement.

Royalty due the United States shall be com

43}

5 provided in the operating
regulations znd paid in value or delivered in kind as to all unitized substances

on the basis of the amounts tharecf zllocatied to unitized Federal land as provided

herein at the rates specified n the respective Federal leases, cr st such lower
rate or rates as may be authorized by law or regulationj; provided, that for _ecases

on which the royalty rate depends on the daily average production per well, said
average production shall be determined in accordance with the operating regu_.ations
as though each participating area were a single consoclidated lease.

Royalty due on account of State lands shall be computed and paid on the

basis of all unitisald suksio o allovanea o ouash

e
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15. RENTAL SETTLEMENT. Rental or minimum rovalties due on leases comniitted

hereto shall be n2id by working-interest owners responsible therefor uander existing

contracts, lzws, and regulations, provided tha* nothing herein cortained shall
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operate to relicve the lesseen of any Innd irom thedr respective lease obligations
for the payment of any rental or minimum roynliy duc under their leases. Rental
or minimum rcyalty for lands o¢ the Unitud Stat. subject to this agreement shall
be paid at the rate specified “n the respective leaces from the United States un-
less such reutal or mirnimum ro;alty is waived, cuspended, or reduced oy law or by
approvai of the Secretary or his duly authoriz<d representative.

Rentals on State of New Mexico Yande cubiecit to this

to this og
paid at the rates specified in the respective leaseaco,
With respect to any lease on non-Federal land containing provisions which
would terminete such lease unl-ss drilling operations are commenced upon the land
covered thercby within the timc thersin specificd or rentals are paid for the pri-
vilege of deferring such drilling operations, the rontals required thereby shall,
notwithstanding any other provision of this agreemesnt, be deemed to accrue and be-
come payable during the term thereof as extended by this agreement and until the
required drilling operations are commenced upon the land covered thereby or until

some portion of such land is included within a participating aresz.

16. CUNSERVATION. Operations hereunder and production of unitized substances

shall be conducted to provide for the most eccoriomical and efficient recovery of
said substances without waste, as defined by or pursuant to State or Federal law
or regulation.

17. DRAINAGE. The Unit Operator shall take such measures as the Supervisor
and Land Commissioner deem appropriate and adeguat to prevent drainage of uiitized
suostances from unitized land by wells on land not subject to this agreement.

18. LEASES AND COWTRACTS CONFORMED AND EXTENDTD. The terms, conditions,

1S,

and provisions of all leases, subleases, and other contracts relating to exploration,

drilling, development, or operation for oil or zZas on lands comnitted to this agree-

AALFI LA A A + At vy A mora +ha
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same conform to the provisions hercof, bLut othrorwise to remain in full force and
effect; and the parties hereto hereby consert that the Secretary, as to Federal
leases and the Land Commission~r, as to State lcases, shall and each by his ap-
proval hereof, or by the approsal hercofl by hio dnly authorized representative,

does hersby e¢stablish, alter, change, or r-vaoirs tha dr

nmaediin S w

- r rontal
5y pleluCcLn Z, renta’l

7
minimum royalty, and royalty roguirement. of Fiodiral and State leases committed

hereto and the regulations in reospect thercto to conform scaid reguirements to the

provisions of this agreemoent, ind witheut limiting the generality of the forz:going,

wr oz pabE
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all leases, cubleases, and coa.rasto are cnrtioaiaety rodified 1 nccordance with

the following:

(a) The development arcd omroration o LooTL e e aprecinentounaer
the terms thernf shall bo deopd tull sevpenr e U 0] oblipations for develop-

ment and operation with rospoct to ~cach and every separalely owncd tract cubject
to this agrecment, regardlesc o! whether there is any development ot any pariicu-
iar tract of the unit area.

(b) Drilling and produ:ing operations performed hereunder upon any tract

of unitized lands will be sccepted and decmed to be performed upon and for the

o
o
o]
[0]
[
[
[
[}
[ar]
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ach and every tract of unitized land, and no lecase shall be deem:d to
ailure Lo drill or produce wells situated or the land therein
embraced.

(c) Suspension of drilling or producing operations on all unitized lands
pursuant to direction or congent of the Secrotary and the Land Commissioner, or
his duly authorized representazive, shall be decmed to constitute such suspeision
pursuant to such directicn or conscnt as to rach and every tract of unitized land.
A suspension of drilling or producing vperatlons i1imited to specifled lands shall
be applicable only to such lands.

(d) Bach lease, sublease, or contract relating to the exploration, drilling,
development or cperation for oil or gas of lands other than those of the United
States and State of New ilexico committed to this agreement, which, by its terms
might expire prior to ithe termination of this agreement, is hereby extended o2eyond
auy sulh Leima &6 providesd thoroin o that it chall be continued in
effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any r:newal
thereof or any part of such lease which is made subject to this agreement shali con-
tinue in force beyond the term provided therein until the termination hereof. Any
other Federal lease committed hereto shall continue in force beyond the term so
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subject heretec, provided that »Hroduction is had in paying quantities under tais unit
agreement prior tc the expiration date of the term of such lease, or in the 2vent
actual drilling operaticns arc commencad on unitized lond, in accerdance with the
provisions oY this agreement, orior to the ¢ni of the primary term cf such lzase

and are being diligently prnse:uted at that tirm-, sach lcase shall be extendz=d for

two years and 50 long thereaft.urm ac ail oy moc iz nroduccd in paying vuesbibies o

s - [ e P S R R
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accordance with the provisions of the Mineral icasing Act Revisicn of 1960.
(£f) DLach sublease or contract relating to the operation and development of

unitized substances from lands of the United Stntoc comm

~
DY

ticd U luls agreemant,

which by its terms would expire prior to the time ar which the ur
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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 h:@:rein
extended.

(g) The segregation of any Federal Lease committed to this agreement is

geverned by the foliowing provision in the fourth paragraph of Sec. 17 (j) of the

-

$u)

Mineral Teasing Act, as amended by the Act of Seplember 2, 1960 (74 Stat. 781-784):

"Any (Federal) lease heretofore or hereafter committed to any such (unit) Plan em-

bracing lands that are in part within and in part outside of the area covered by ;
any such plan shall be segrega:ed into separzte leases as to the lands committed

and the lands not committed as of the effective date of unitization: Frovided

W&w%ﬁmmﬁ-.-t e L A R R S e

hewever, 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 0il or gas is preoduced in paying aquanti-
ties."

(h) In the event the Initial Test Well is commenced prior to the expiration

e s W ot el e el o

ate of the shortest term State Lease within the Unit Area, 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 lands committed hereto

until the termination hereof.

4 (i) Lny lease embracing lands of the State of New Mexico having only a

f portion of iis lands committed hereto, shall be segregated as to the protion com-
g mitted and the portion not committed, and the terms of such lease shall apply
§ separately tc such segregated prolions commencing as ot the effective date hareof;
§ provided, however, notwithstanding any of the provisions of this agreement to the

contrury any lease embracing lands of the State of New Mexico having only a portion
of its lands committed hereto shall continue in full force and effect beyond the

term provided therein as to all lands embtraced in such lease, if o0il or gas is dis-

L ET )

covered and is capable of being produced in paying quantities from some part of

the lands embraced in such lease at the expiration of the secondary term of such

[ETE YOS

i vars

lease; or if, at the expiration of the secondarv term. the len-cc or tho Tulv Overs-

16
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remain in fuil force aml effcel co loug ur vach spocntinn are being diligently

prosecuted, and 1f they resclt in the prodaciion o0 011 ar gasy cald lease oaall

continue in Jull forece and < et as to ol o0 Live londs embraced thiorein, s long

v

thereatter ac o1l or gas in paying quant bico o beding produced from any portion

of said land:.

19.  COVENANTS RINI WITH Alv.  The covinnnls lersin shall b construed to be

covenants running with the lanl with respect to the interest of the parties 1erecto

and their successors in interest until this agreanent terminates, and any grant,
transfer, or conveyance, or interest in land or leases subject hereto shall oe and

hereby is
by the grantece, transferce, or other successor in interest.
*

fer of any working interest, royaliy, or other intorest subject hereto chall be

binding upon Unat Cperator until the first day of the calendar month after Unit

Operator is furnished with the original, photostatiz, cr certified copy of tae

instrument o< transfer.

20. EFFECTIVE DATE AND TERM. This agrecment shall become effective uoon

approval by the Secretary ard the Land Comnmissioner or his duly authorized rapre-

sentative, and shall terminate five (5) years from said effective date unless

{a) such date of expiration is cxtended by the Director and the Land Com-

missioner, or

{b) it is reasonably dotermined prior to the expiration of the fived ternm

or any extension thereof that the unitized land is incepable of production of uni-

tized substances in paying quantities in the formations tested hereunder and atter

notice of intention tc terminate the agreement on such ground is given by th2 Unit

Operator to all parties in interest at their last known addresses, the agreement
is terminated with the approvai of the Supervisor and the Land Commissioner, or
(¢) a valuablie discovery of unitized substances has been made or acc:pted

on unitized land during said initial term or any extension thereci, i which event

the ggrezsment shall remain in effect for suich term and so long as unitized substances
are produced in guantities sutfficient tc pay for the cost of producing sawe from

wells on unitized land within any participating area established hereunder and,
should production cease, so long thereafter as diligent operations are in progreass

for the restoration of production or discovory of new production and so long there-

aller oz 'mifized substances cu diccovered are  produced as aferesaid, ov

-17-

congiticicd upon the assumption of 211 privileges and obligations aereunder

No assignmeni oc trans-
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basis, of the working-interest owners signatory hereto, with the arproval af the

Supervisor and the lLand Commissioner; notice of any such approval to be given by the

Unit Cpera-or to all parties hereto.

~

21. RATE OF PROSPECTING DEVELOPMENT. AND PRODUCTION. The Directar is

(d) it is terminated as heretofcre provided in this agreement. This agree-

ment may b2 terminated at any time by nol !cos that 75 per cenfum, on an acreage
I
I

hereby vested with authority to alter or modify from time to Lime in his dascretion

the quantity and rate of proiuction 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 or allocation program, which is established, racognized,

and generally adhered toc by the majority of operators in such State, such authority

being hereby limited to alteration or modification in the public interest, the pur-

pose thereof and the public interest to be served thereby to be stated in the corder .

of alteration or medification. Without regard to the foregoing, the Director is

also hereby vested with authority to alter or modify from time to time in his dis-
cretion the rate of prospecting and develcpment and the quantity and rate of pro-
durtion under this agreement when such alteration or modification is in the interest
of attaining-the conservation objectives stated in this agreement and is not in
violation of any applicable Federal or State
alteration or modification shall be effective as to any land of the State of
New Mexico, as to the rate o! prospecting and developing in the absence of the
specific written approval thereof by the Commissioner and as to any lands of the State
of New Mexico or privately owned lands subject to this agreement as to the quantity
and rate of preduction in the absence of specific written approval thereof by the
Division.

Powers in this section vested in the Director shall only be exercised after
notice to Unit Operator and opportunity for hearing toc be held not less that 15
days from notice.

22. APPEARANCES. Unit Operator shall, after notice to other parties affected,
Lovo thi Dlghl L appra: ifur and vu venall of any and aii interests allected hereby
before the Department of the Interior and the Commissioner of Public lands and to
appeal from orders issued unde: the regulations of said Department or Land Commis-
sioner or to apply for relief from any of said regulations or in any proceedings
relative to operations before the Department of the Interior or the land Commissioner
or any other legally constituted authority; provided, however, that any other inter-
ested party shall also have the right at his own expense¢ to be heard in any such
proceeding.

2%, 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
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writing and personally delivered to the party or sent by postpaid registered or

certified mail, addressed t¢ such party or parties at their regpective addresses

cet forth in connection with t. signatures - veto or Lo the ratification or cen-
sent herecof or to such other address as any couch parly may have furnished in writing

to party seniding the noticey, depinnd or statencnt,

24. NOQ WAIVER OF CERTAINM RIGHTS. ilothing “n this agreement contained shall

be construed as a waiver by any party hercto ol the right to assert any legal or
constitutional right or deferee as to the validity or invalidity of any law of the
State whercin said unitized lands are locatod, or of the United S3tates, or regula-
tions issued thereunder inany way affecting such party, or as a waiver by any such
party of any right beyond his or its authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring the

Unit Operator to commence or continue drilling or to operate on or produce unitized
substances from any of the lands covered by this agreement shall be suspended while
the Unit Operator despite the exercise of due care and diligerce, is prevented from
compiying with such obligations, in whole or in part, by strikes, acts of God,
Federal, State, or municipal law or agencies, unavcidable accidents, uncontrollable
delays in transportation, inability to obtain necessary materials in open market,
or other matters beyond the reasonable control of the Unit Operator whether similar
to matters herein enumerated or not. Uo unit obligation which is suspended under
this section shall become due less than thirty (20) days after it has been deter-
mined that the suspension is no longer applicable, Determination of creditable
"Unavoidable Delay' time shall be made by the unit operator subject to apprcval of
the Supervisor and the Land Commissioner.

26. MNONDISCRIMINATION. In connection with the performanze of work under

this agreement, the operator agrees to ccmply witlh ailx tho provisicons of =ection

202 {1) to (?7) inclusive of Executive Order 11246 (20 F.R. 12319), as amended,

which are hereby incorporated by refereénce in tuis agreement.

27. L0OSS OF TITLE. Ir the event title to any tract of unitized land
shall fail and the true owner cannot be induced to join in this unit agreement,
such tract csnall be automatically regarded as not committed hereto and there shall
be such readjustment of future costs and benefits as may be required on acccunt of
the loss of such title. In the event of a dispute as to title as to any royalty,
workineg interest, or other interests subject thereto, payment or delivery on account
thereof may 2¢ withhald withceut liabllity for intorest until the dispute is finally

settled; provided, that, a3 tc Federal ant Ctate land or leases, no paymentz of

-15-



funds due the United States or the State of New Mexico should be withheld, but
such funds shall be deposited as directed by the Supervisor and such funds of ‘he
| State of New Mexico shall be deposited as directed by the land Commissioner, to be
held as unearned money pending final settlement of the title dispuie, and then
applied as earned or returned in accordance with such final settlement.
Unit Operztor as such is relieved from any responsibility for any defect
or failure of any title hereunde:r.

28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial

interest in a tract within the unit area fails or refuses to subscribe or consent

AT sk -

to this agreement, the owner of ‘he working interest in that tract may withdraw said

e oy

tract from this agreement by written notice delivered to the Supervisor, the Land
Commissioner, the State Divisior., and the Unit Operator prior to the approval

of this agreement by the Supervisor. 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 sub-
scribing or ccnsenting to this apgreemeni, and, if the interest is a workin

by the owner of such interest also subscribing to the unit operating agreement.

3
AR I e AL R |

T o

After operations are commenced hareunder, the right of subsequent joinder, as
provided in this section, by a working-interest owner is subject to such require-
ments or approvals, if any, pertaining to such joinder, as may be provided for in

; the unit operating agreement. After final approval hereof, joinder by a non-working
interest owner must be consented to in writing by the working-interest ownmer
committed hereto and responsible for the payment of any benefits that may accrue

hereunder in behalf of such non-working interesi. A non-working interest may not

be committed to this unit unless the corresponding working interest is committed

3 RN Yl e

hereto. Joinder to the unit agreement by a workinz-interegst owner K at any time
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

i I Y

to be regarded as committed to this unit agreement. Excepr” as may otherwise herein

be provided, subsequent joinders to this agreement shall t > effective as of the

2 first day of the month following the filing with the Supervisor, the Land Comrissicner,
and the State Division of duly executed counterparts of all or any papers

necessary to establish effective ccmmitment of any tract to this agreement unless

objection to such joinder is duly made within sixty (6, days by the Superviscr,
or the State Division; provided, however, that as to State lands all subsequent

joinders must be approvea by the Commissioner.

e o
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2%. COUNTERPARTS. Thirs sgreemont oy be cxecited in any number of <ounter-
parts no one of which necds to b exeentod by 21t yarties or may te ratifice or

consented to by secparate instrument in writing speeifically referring heretc and
shall be oinding upon ail those parties who have cxcceuted such a counterpart, rati-
ficaticn, or consent hereto with the same force and effect as if all such parties
had signed the same document and regardlcsc of whether or not it is executec¢ by all
other parties owning or claiming an interest in the lands within the above-édescribed
unit area.

0. SURRENDER. Nothing in this agreemont shall prohibit the exercise by any
working-interest owner of the ri
subleasc, or coperating agreement as tc all or any part of the lands covered thereby,
provided that each party who will or might acquire such working interest bty such
surrender or by forfeiture as hereafter set forth, is bound by the terms of this

agreement.

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

1f, as the result of any such surrender or forfeiture, working interest rights
become vested in the fee owner of the unitized substances, such owner may:

(1) Accept thpse working-interests rights subject to this agreement and
the unit operating agreement; or

(2) Lease the portion >f such land as is included in a participating area
established hereunder subject to this agreement and the unit operating agreement.

(3) Provide for the iniependent operation of any part of such land that are
.aot then inciluded within a participating area established hereunder.

1f the fee owner of the unitized substances does not accept the workiig-
interest rights subject to this agreement and thec unit operating agreement or lease,
such lands as above-provided within six (%) months after the surrendered or for-
feited working-interest rights becpme vestzd in the fees owner, the benefits and
ahlizatinne of oberations aceriing to such lands under this agreement and the unit
operating agreement shall be shzred by the resaining owners of uritized working
interests in accordance with vicir resneefive working interest ownerships, and

such owners or working inter2s:s chall compencate the o owner ¢f unitized sub-

R W T
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stances in such lands by pavim: sums eanadl ta the ~ontals winimun royaitios, and

royalties aprlicable te such lunds under *the 1

we in offect when the lands vere
unitized.

An aprropriate accounting and settlement chall be made, for all benefits
accruing to or payments and expenditures made or incurred on behalf of such curren-
dered or fortfeited working intcrest subsequent to the date of surrender or fcrfeiture,
and payment of any moneys founc to be owing by such an accounting shall be mede as
between the rarties within thirty (30) days. In the event no unit operating agree-
ment is in existence and z mui:
thereto cannot be consummated, the Supervisor may prescribe such reascnable end
equitable agreement as he deems warron vndcr the cvircumstances.

The exercise of any rightt vested in a working

-interest owner to reassign
such working interest to the party from whom obtained shall be subject to the same
conditions as set forth in this section in regard tc the exercise of a right to ‘

surrender.

31. TAXES. The working-interest owners shall render and pay for their ac-
count and the account of the royalty owners all valid taxes on or measured by the

unitized substances in and under or that may be procduced, gathered, and scld from

th
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subject lu iLhis contrzct after the effective date of this agreement, or
upon the proceeds derived thereirom. 7Thne worklug-inueisGt ownorcs on cach trect
shall and may charge the proper proportion of said taxes to the royalty owners
having interests 1n said tract, and may currently retain and deduct sufficiert of
the unitized substances or derivative products, or net proceeds thereof from the
allocated share of each royalty o Secure reimbursement for the taxes so paid.
No such taxes shall be charged tn the Tnit tales o Lne dtate o1 New Mexico or

Lo any lesser who has a contract with his lessor whc has a contract with his lessee

which requires the lessee to pey such taxes.

%2. NO PARTNERSHIP. 1t is expressly agrecd that the relation of the parties
hereto is that of independent contractors and nothing in this agreement conteined,
expressed, or implied, nor any operations conducted hereunder, shall create or be

dcemed to have created a partnership or association between the parties hereto or

=3

any of ther

33. CONFLICT OF SUPERVISION. MNeither the [nit Operatar nsr the wom

______ the Working-
interest owners, nor any of them, chall b¢ subj:ect to any forfeiture, terminetion
y y ’ J N ) ’

or expiration of any right hercunder or under any

any leases or contracts subject hereto,

-P22~
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or to any penalty or liezbility oan uccount i aeiay or tnilure in whole or in part

to comply with any upplicable provisions thereat to the extent that the said Unit

Operator or the working-interect owners, or any ot them, are hindered, delayed. or

prevented 1rom complying therewith by rencan o

-y

failure o

+

the Jnit Opcrator to
obtain, in the exercise of due diligence, the concurrence of proper representatives
vi tne Unitea otates and proper representatives ol trne State of New Mexico in and
about any matters or things concerning which il ic vrequired herein that such cone-
currence be obtained. The parties hereto, including the State Division, agree

that all powers and authority vecsted in the State Division in and by any provi-
sions of this agreement are vested in the State Division and shall he exercised

by it pursuant to the provisions of the laws of the ltate of New Mexico and subject
in any case tc appeal or Jjudicial review as may now or hereafter be provided by the

laws of the State of New Mexi-co.

34, SURFACE AND ENVIRONMENTA!, PROTECTICN CTIPULAYTIONS. Nothing in this

agreement shall modify or change either the special Federal Leasie stipulationg re-

mes wal A A
A L AAVALE

iating to surface management or such special Iederal Lease stipulatic

o

to surface and environmental protection, attached to and made a part of, Oil and

Gas Leases covering lands within the Unit Area.

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be

—— L |
TATVULTU

and have seil opposite their respective narmes the date of execution.

ATIEST: YATES FETROLEUH CORPOKATION
BY: BY:
Address:

UNIT OPERATOR

STATE OF New Mexico

s
1]
m

COUNTY OF Chaves

The foregoing instrument was acknowledged bzfore me this day of

» 167, by

whro is

of Yates Petroleum Corporation, a New Mexico
(State of Incorp.)

corporation, for and on behalf of said Corporation.

My Commission sxpires:

Hotary Public
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EXHIBIT "A“

PRONGHORN UNIT AREA, LEA
COUNTY, NEW MEXICO.

: % Unit outline
D Federal Lands
@ State of New Mexico lLands

THKIS PLAT TO BE REDRAFTED

T e O g N Y
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISIGN

"IN THE MATTER OF THL HEARING
CALLED BY TiI CIL CONSFRUVATTON
DIVISION FOR THE PURPOSE OF
 CONSIDERING:

OASE NO. 6779

order No. AR -(250

3\ -~

" APPLICATION OF YATES PEZTROLEUM CORPORATION L | Jf Y
AN
! FOR APPROVAL OF THE _ PRONGHORN BN

. UNIT AGREEMENT, LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

P
e

' BY_THE DIVISION:

This cauze came on for hearing at 9 a.m. on January

ARt —

. 19_?_9__, at Santa Fe, New Mexico, before Examiner Richard L.

NOW, on this day of January . 19 80

. Division Director, having considered the testimony, the record,

' and the recommendations of the Examiner, and being fully advised

! in the premises,

FINDS:

(1) That due public notice having been given as required by !

! law, the Division has jurisdiction cf this cause and the subject

i matter thereof,

(2) That the appiicant, Yates Petruvleum Corporation

.
AAAAA L

o GO | SR R e e ke s il e
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| sesks approval of the Pronghorn Unit Agreement
;' &5 o7~ T and
' covering 57336 acres, more or less, of State,/ Federal

i, and Fea lands described as follows:

L.EA COUNTY, NEW MEXICO
Towms bip 32502¥h, Rumpe 33 Gud | VO
e Brhg 24 Virornhd 32 -7
Townsdp 28 SeH, Ramye 33 CasV. YMPH

%sfﬂ% & Ry

(3) That all plans of development and operation and creationis,

! expansions, or contractions of participating areas or expansions

| or contractions of the unit area, shoulc be submitted to the

. Director of the Division for approval.




PO

S LR T A T R W e gl o

L

A I

b e

S A e

AR L

TP N e o

(4) That approval of the proposcd unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit area.

IT IS THEREFORE ORDERED:

(1} That the Pranghorn Unit Agreement

is hereby approved.

{z) That the nlan contained in said unit agreement fox the

' development and opexation of the unit area is hereby approved in

. principle as a proper conservation measure; provided, however,

that notwithstanding any of the provisions contained in said unit
2l ghall not be considered as waiving or

relinguishing, in any manner, any right, duty, or obligation

- which is now, or may hereafter be, vested in the Division to

" executed original or executed counterpart of the unit agreement :

. participating aress and expansions and contractions thereof, and

fof said unit agreement by the Commissioner of Public Lands for

.. supervise and control operations for the exploration and develop-

‘ment of any lands committed to the unit and production of oil or

gas wné

(3} That the unit operator shall file with the Division an

within 30 days after the effective date thereocf; that in the eventZ
of subsequent joinder by any party or expansion or contraction of f
the unit area, the unit operator shall file with the Division
within 30 days thereafter counterparts of the unit agreement

reflecting the subscription of those interests naviny joinsd T

(4) That all plans of development and operation, all unit

all expansions or coniracticns of the unit area, shall be

sutmitted to the Director of the 0il Conservation Division for

approval.

|
|

{(5) That this order shall become effective upon the approval
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. cal surveys that this order shall terminate 3232.52252 upon the
rmination of said unit agreement; and that the 1ast unit opera-~
+or shall notify the pivision jmmediately in writing of such

. termination.

; (6) That jurisdiction of this cause is retained for the

{ entry of such further orders as the Division may doom neces’ary.

DONE at Santa Fe, New Mexico, on the day and year herein-
g
' above designated.
!

1
|

1

. Mexico and the pirector of the United States Geologi-

i
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