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r Unit Name SERPENTINE BE&‘DS UNIT- EXPLORATORY
Qperator YATES PETROLEUM CORPORATION
| : Cuouniy  _Eppy ‘ l
DATE OCC CASE NO. 6780 EFFECTIVE TOTAL SEGREGATION I
APPROVED QCC_ORDER NQ. R-6251 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERMN
COMISSIONER COMMLSSION 7 3s_20 4,801.78 1,380.00 3,331.78 -g- Yea Sy :
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SERPENTINE BENDS UNIT-EXPLORATORY
) Unit Name
Anaratravy  TATES PETROLEUM CORPORATION
Qparater
County Eddy
STATE LEASE LNSTL= RATIFIED ACREAGE
TRACT NO NO, TUTION SEC, TWwP, RCE, SUBSECTION DATE ACRES NCT
RATIFIZD LESSEE i
5 i6-25i-31 O D &b 27 255 23E All 1z2-17-7% °4U . VU Texas 04G Corporation
6 1C-2988 DD &B 26 248 23E All 12-17-79 640.00 Yates Pet, Corperstion
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Commissioner o Rblic Lands '

-

ALEX J, ARMIJO P. O. BOX (148
CTOMMISSIONER June 3, 1982 SANTA FE, NEW MEXICO 8X90K

87504~1148

. V)

Yates Petroleum Corporation (J/

207 South Fourth Street ‘Zé
Artesia, New Mexico 88210 /1 .
Re: Serpentine Bends Unit [
Eddy County, New Mexico @)

Gentlemen:

The Serpentine Bends Unit Agreement, Eddy County, New Mexico, was
approved effective as of September 30, 1980. The term of such agreement
- 18 contingent upon the unit operator driiling one well at a time, allowing
not more than gix monthe time baetween the cempletion cf cne well and the

beginning of the next, until a well capable of producing unitized substances
in paving quantities is completed.

Our records show that no further drilling has occured within the boundaries
of the Serpentine Bends Unit after the Initial test well was "Dry Plugged and
“Abandoned", as per your completion report tiled Uctober i4, i581. iu view of
the above the Serpentine Bends Unit Agreement has this date been terminated
pursuant to Section 9 of the unit agreement.

We are this date advising the United States Minerals Management Service
and the New Mexico 0Oil Comservation Division.

Please advise all other interested pariies ol itiis aciive.
Very truly yours,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

BY:
FLOYD O. PRANDO, Assistant Director
£il znd Gas Division

AC 505/827-2748

AJA/FOP/pm

encls.

cc: OCD-Santa Fe, New Mexico
USMMS~Albuquerque, New Mexico
Inexco 0il Company
Suite 20!. 211 Highland Cross
Houston, Texas 77073
Administration




RANDOLPH M., RICHARDSON
OIL AND GAS LAND AMD UNIT CONSULTANT
FEDERAL - STATE - FEE
P, U. HOX B19
ROSWELL, NEW MEXICO 8820!

Cctober 1, 1980

QFFICE 505 622-8801
HOME 505 622-738S

e N ~nammenn &3 An
el oASidin vva.yv.n.uv...u.

ne Bends Unit Area
. i

011 Conservation Division
Energy and Minerals Department
P. 0. Box 2088

Santa Fe, New Mexico 87501

Gentlemer, /

Pursuvant to Order R-6251, entered in g&se No. 6780,-approval
of tne captionea Unit Agreement, I am now enclosing copy of Unit
Agreement to which 1s attached Certificatlion executed by the
Commissioner of Public lLands, Certification-Determination executed by
the U.S. Geologlcal Survey, and copy of letter from the U. S. G. S.

Please note thal the Division approved this Unit January 16, 1980,
but that it was not approved, and not effective, until September 30, 1980.

Please advise if you need more at this time.

._..-~-~«-* 1—‘—""‘"§ p
E © QeT 0 21980 I ’ Yoy vezy truly, 7 y
L _.,:;,..:‘,,;1 ( ////O%/MM
O A R. M. Richards

or o TATZ

Xeroxs Yates ret. Jo3D.
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United States Department of the Interior

GEOLOGICAL SUKVEY
South Central Regicn
P. O. Box 26124
Albuquerque, New Mexico 87125

3 0 SEP 1280

Randolph M. Richardson
P. O. Box 819
Roswell, New Mexico 88201

Gentlemen:

One approved copy of the Serpentine Bends unit agreement
filed on behalf of Yates Petroleum Corporation, Eddy County,
New Mexico, is enclosed. Such agreement has been assigned
No. 711-08-0001-18440 and is effective on the date above, the
same date as annrowvad

You are requested to furnish all principals with appropriate
evidence of this approval.

Sincerely yours,

3 -

PV AT

Jack Willock

Acting Deputy Conservation
Manager, 0Q0il and Gas

Enclosure
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CERTIY]LATION—-DKYLMHlLA’ihﬁ

Purenant to the authority vested in ‘he SHeeretary ol interivr, undéy

the act approved February 25, 1320, b Stan. BAY, as amended, % U. 5. C.

secs. 181, et sea., and delegated to thn 0il1 and Gas Supervisors of the

Geological Survey (33F.R. £812), I do heraby:

A. Approve the attacted agrcement tor the development and oparation

of the = Serpentine Eends Unit Area. State of

New Mexico

County of bddyr.

and doternmine that the unit plan of development and op-

eration contemplated in thre attached agreument 15 necessary and advisable

in the public interest for the purpose of more properly conserving the

natural resources.

1

C. Certify and deternine that the drilling, preducing, rental,

minimum royalty, and royalty requirements of all Federal leases committec.

to said agreement are hereby established, altered, changed, or revoked te¢

conform with the terms an¢ conditions of this agreement.

{ NSTIVED
Datea__ 50 SEP 1980 . ocTO2180 |, |
C.Let ’ ""_“‘:‘!' ‘7‘2'0\1

\v A -
"\‘;/./L { I f (0[’Q

. AC”NGbeputy Conservation Manager
United States Geological Survey

act Number- 14-08-0001-18440
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CERTIFICATE OF APPROVAL
COMMISSIONER OF PUBLIC LANDS, STATE OF NFW MEVTrN

NOPMBBDLFRTATS BPLUNO TRIYM
WIATAL TR LTS MRTLIO WARA A

EDDY COUNTY, NEW MEXICO

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 December 1, 1979 , which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the ccnservation
vi 0il and gec and tihe pecrter 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 recoverable cil or gas
in place under its lands in the area.

(¢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 areg,

(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
Sections 7-11-39, 7-11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexico
Statutes Annotated, 1953 Compilation, 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, further,
that leases insofar as the lands covered thereby committed to this Unit
Agrecement shall be and the same are hereby amended to conform with (he terms
of such Unit Agreement, and said leases shall remain in full force and ef-
fect in accordance with the terms and conditions of said Agreement. This

approval is subject to all of the provisions and requirements of the afore-
said statutes.

IN WITNESS WHEREOQF, this Certificate of Approval is executed, with seal
arfixed, this Zotn. day of Sepcember , 138U |

THE APPROVAL OF THIS UNIT IS GIVEN WITH THE UNDERSTANDING THAT ARTICLE 33,
EFT

HAanswes v T e e o o ne

CONFLICT OF SUPERVISION" MUST BE L OUT OF THE AGREEMEN:,
:"_L'e"{\s\'\ ",
O AT

avarzeemy;
COMMISSIONER Qg;PUBLIC LANDS
of the State of New Mexico‘
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STATE O NEW MEXICO
ENERGY AND MINERALS DLEPARTMENT

- NN OC YT T AR e e - o .
orn CONSCRVATION UIVISLION

IN THE MATTER OF THE HEARING
CALLED RY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 3780
Order No., R~§251
APPLICATICN O YATES PETROLEUM
CORPORATION FOR APPROVAL OF THE
SERPENTINE BENDS UNIT AGREEMENT,
EDDY COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came aon for hooring 40 5 a.wm. on January 3, 1980,
at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this 1l6th day of January, 1980, the Division
Director, having considered the testimeny, the record, and the
recommendations cf the Examiner, and being fully advised in the
premises,

FINDS:

(1) That due public notice having been aivcn as required
Ly law, tne bivision has jurisdiction of this cause and the
subject matter thereof. N

{2} That the applicant, Yates Petroleum Corporation, seeks
approval of the Serpenting Bends Unit Agreement covering 4801.78

~F - =

acres, more or less, of State and Federal lands Aecerib-a ;3

€21 Y00

EDDY COUNTY, NEW MEXICO
TOWNSHIP 24 SOUTH,. RANGCE 223 EAST, NMPM
Sections 24 through 27: All
Section 34: All

S A IS}
Section 35: N/ 2

TOWNSHIP 24 SOUTH, RAWNGLE 24 EAST, NMPM
Section 19: All
Section 30: All

|
!
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U
exr YNo. R-6251

(6) That jurisdiction of this cause 1S retained for the
entry of such further orders as the Division may dccm necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

STATE OF NEW MEXICO

N

( jFL CONSQRVA?}O DIVISION

- ” e / ‘/’)

P LA V//(TZ,M -
/7 3or' . RAMEY y/V
Director

SEAL

£a/
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FOR THE DEVELCOPMENT ARL CPERATION

ot
SERPEILINE BHADS HELL AL es
COUNYY OF wDIY

STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered ints as of the _ 15! day of __ December

1979, by and between the parties subscribing, ratifying, or consenting hereto,

and harein referred to as the parties hereto.”

WHEREAS, the parties hereto are the owrers ¢f working, royalty, or other
0il and gao interests in the unit area suvject to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 427, as
amended, 30 U. 5. C. Seca. 181 et seq., authorizes Federal lessees and their re-
presentatives to unite with each other, or jointly or separately with othe;s, in
collectively adopting and operating a cooperative or unit plan of development or
operaiicn of any oil or gas pool, field, ér like area, or any part thereof for
the purpose of more properly conserving the natural resvurccc thereof whenever
determined and certiiicd oy the Secretary of the Interior to be necessary or ad-
visable in the public interest; and

WHEREAS, the Commissioner of Public Lands of ihe State of Now Mavwien 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 ccvers and includes lands and mineral interest of

ing S+~ta af New Mexico; and,

WHEREAS the Cii Tonservation Division of the State of New Mexico mueigy, oz

[FOURay

Minerals Department is authorized by an Act of the Legiclcture {Chapters 70 and 71,
New Mexico Statutes 3978, Annotzted)to approve this agreement and the conservstion
provisions hereof: and,

WHEREAS, the parties heretc hold sufficient interests in the

Serpentine Bends Unit Area covering the land horeinafter

(o4

described to give reasonably effective control of operations therein:

WHEREAS, it is the purpose of the parties hereto to conserve natural re-

sources, rreveni wasic, and secire other veincIiitc oniaiuulls throngh development

and operation of the area subject to this agreement vnder ihc terms, conditions,

R



and limitationg hercin set torih;
NOW, THEREFORE, in consideration of the premises and the promises herein
contained, the parties hereto commit to this apreement their respective interents

in tue bLelow Zefined 1nit area, and agree several.y among themselves as follows:

[

- T Rt A 1)Y
te Livnlii

NC ACT AND REGULATIONS. The Mincral leasing Act of February, 25, 1920,

as amended, supra, and o1l valid pertinent regulntions, including operating and
unit plan regulations, heretofar-e issund therecunder or valid, pertinent, and
rezconable regulations hereafter issued thercunder are accepted and made a part of
this agreement as to Federal lands, provided such regulations are not inconsistent
with the terms of this agreemen:; and as to non-Federal lands, the oil and gas
operating regulations in effect as of the efrcctive date heresf governing drilling
and procucing operativns, not inconsistent with the terms hereof or the laws of the
State in which the non-Federal land is located, sre hereby accepted and made a part
of this agreenent.

2. UNIT AREA. 7The 1oliuwing dcscritesd lnmd 5= hereby designated and recog-

nized as constituting the unit area:

T-24-S, R-23.E, NI.M.P.M. 1-24-5, R-24-E, N.M.P.M.
Secs, 24,25,26,.7: A1l . See. 19: ALl
Sec. 3h: All Sec, 200 Al

Sec. 35: N%:

‘v b admames I Revs e O

SNestadili iy, Yyeg ey QCTCEH, MOTE O iless

Edoy Countvy, illew Mexico
Exnivis TAY altachcd hirstc i1z 2 mop showing the nnit area and the boundaries and
indentity of tracts and leases in said area to the extent kmown tu tne vuzt Dpiralss.

Exhibit "B" attached hereto is a schedule showing to the extent known to the Unit
Cperator the acreagé, percentaze, and kind of ownership of 0il and gas interssts

in all land :in the unit area. lowever, nothing herein or in said schedule or map
shall be construed as a repres:ntation Ly any party heretc as to the ownership of
any interest other than such interest or interests us are shown in said map or
schedule as owned vy such party. Hxhibits "A" and "B" shall be revised by the Unit

Operator whencver changes in the unit area render such revision necessary when re-

1G]

gussted vy the 001 and Cas Supervisor, hereinafter referred to as "Supervisor," or

when requested by the Cormmissioner of Public lands of the State of New Mexico,

S T R T S Y



hereirafter referred to as "Land Commissioner,” and not less than five (5) copies

of the revised DXnivliie ocuar: to f3i732

ek dhg _‘j.‘zr\f_\:n;icnr anAd Ana (1) cony {here-~

of shall be filed with the Land Commissioner, nud cne {1} copy with the Q
servation Division of the liew NMexico Ynergy and Minerals Department, hereinafter
referred to as '"Division."

The above-described unit zrea shall, when practicatle, be expanded to irclude

therein any additicnal lands or shall be contracted to exclude lands whenever such

expansion or contraction is deemed tc be necessary or advisable to conform with the

peses of thig agreement. Such expansion or contraction shall be effected in the

o ek VIR SR PR &y, YMARE, A T 1 o L

following manner:

(a) Unit Operator, on its own motion or on demand of the Director of tle
Geological Survey. hereinafter referred to as '"Director," or on demand of the land
Commissioner, after preliminary concurrence by the Director, shall prepare a notice

of proncsed expansion or contraction describing the contemplated changes in the

Bt )

boindaries of the unit area, the veasons therefor, znd the proposed effective date

thereof, preferably, the first day of a month subsequent to the date of notice.

Y

Y

{b) Baid ice shall he delivered to the Supervisor, the Land Commissioner

and the State Division, and copies thereof mailed to the last known address of

U AR -

each working-interest owner, lessee, and lessor whose interests are affected. ad-

vising that thirty (30) days w.li be allowed for submission to the Unit Opcrator

[»)
]

: any objections.

(c) Upon expiration of tlie 30-day period provided in the preceding item

(v) hereof, Unit Operator shall file with the Supervisor, the Land Commissioner,
and State Division, evidence o7 mailing of the notice of expansion or con-

traction and a copy of any objections thereto which have bLeen [iled with Unif

O I | I B!

-5 L

Operator, together with an app.ication in sufficient number, for approval of
such expansion or contraction and with appropriate joinders.
(d) After due consideration of all pertinent information, the expansion or

coentraction shall, upon approval by the Supervisor, the Land Commissioner, and State

Division, vecome effective as of the date preczcribed in the notice thereof.
; (e) A1l legal subdivisions of land ( i.e., 40 acres by Government survey or
its nearest lot or tract equivalent; in instances of irregular surveys unusually

large lots or tracts shall be considered in m:ltiples of 40 acres or the neacest

aliguot equivalent thereoi), ns paris of which arc 2ntitlced to ke in a DArtizlpating

[T SR

area on or before the fifth armiiversary of the effective date of the first iaitial

i 3

participating area estaulished under this unit agrecement, shall te eliminatel auto-

T I T S T T T e ok e e A 23 2 Y v v tarmvreimyntr AvAaA 3l VYhenAe
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shall no longer bLe & part of tl vt v o0 b il no lenger o subject U

this agrecemont, upless diligent drilling Ot o oare in progrecs on anitined

Pavlicipetivas on s Lt drnaversary, on whieh event ald

such lands shall roenodn cubjeot heroto tor @0 o7 o0 cach drillang operations
are continued diligently, witn net more e 0 anyn' e elapsing between the
completion of one such well and the comronc o' 7 the next such well. All legal

subdivisions of lunds vot entitled to e in

wopaviicipating area within 10 yesre
after the eIfective date of tac first 1nitiai participating area approved uader
this agreement shall be automitically eliminst. i Urem this agreenent as of said
tenih anniversary. Al lands proved productive vy diligent drilling operations
aiter tne aloresaid five-ycar period shall become participating in the same

mannsr as during said five-year peviod. How ver, uwhen such diligent drilliag

operations ceas¢. all non-partininatins Tonll (L1 ve autcomatically eliminated

effective as of the $1ist day thereafter. The unit operator shall within 90 days

after the effective date of any climination lv-veunder, describe the

2 e arca 89 @li-
minated to the satisfaction of the Supervisor and -“he Land Commissioner and
promptly notify all parties in interest.

If conditions warrant extension-of the ten-year period specified in “his
subsection 2 (e), a single ex.ension of not to cxceed two years may be accamplishad
by consent of the owners of 9% of the working inicrests in the current non-parti-
cipating unitized lands and the owners of €0 ot thic basic royalty interest:
(exclusive of the basic royal“y interests of th United States) in non-participating

unitized lards with approval of the Director and |

cmmissioner, provided such
extension application is submitted to the Dirccter and the Land Commissione:r not
later then €0 days prior to the cxpiration ol niid ten-year periocd.

Any expansion of the unit arca pursuunt to this section which embraces

lands theretoiore eliminated pursuant to this sabsection 2 {e) shall rot be con-

sidered autcmatic commitment or recommitment o such lands.

3. JHITIZED LAND AND UL1TLIAWD ZUEBSTAICHS .  AlY land committed to thos

agreement shall constitute lanc referrcd to bersin as "unitized land' or "land
subject to this agrecment.” 1)1 oil and gas in oy ana all formations of the
unitized land are unitized urdbir the torns of thiils agrecement and herein are called

Yunitized substancos.'

TR Y o
2SR RS

L. UNTT OPERATOR. YATES DETRGITUD OO

is hereby designate! an it Gporator o Ly o000 horeto as unit Uperator




agrees and consents to accept the duties nnt oblisations of lnit Operatcr for the
discovery, development, and production of unitize-1i substances as herein provided.
Whenever raference is made herein to the !Unit Operstor, such retference rieans the
Unit Operator acting in the capacity and no' =5 n ewner of intererst in unitized
substances, and the term "working-interes! owner’” when nused shall include »r
refer to Unit Operator as the owner of a working interest when such an interest
is owned bty it.

5. RESIGNATION OR REMOVAL OF UNIT OPELATOR. Unit Operator shall have the

i right to resign at any time prior to the establishment of s participating area or
areas hereunder, but such resignation shall not become effective so as to release
Unit Operator from the duties and obligations of Unit Operator and terminate Unit

Operater's rights as such 1or a periocd of six (6) months after notice of intention

" P
a

’ 3 to resign has been served by Unit Operator on all working-interest owners and the

Supervisor and the Land Commissioner, and until all wells then drilled hereuﬂder
are placed in a satisfactory conditions for suspension or abandonment whichever is
required by the Supervisor as to Federal lands and the State Divisicn 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 Unit

Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner and subject to
like limitations as above provided at any time a participating ares established
hereunder is in existence, but, in all instances of resignation or removal, until
a successor unit operator is selected and approved as hereinafter provided, the
working-interest owners shall be jointly responsible for performance of the duties
of uwnit oparastor, and shell not later than ) days veiore such resignation or re-
moval becomes effective appoint a common agent to represent them in any action to

be taken hereunder.

The wesignstion of Unis Dooi.los ouall nov release unit Operator IroT any

liability for any-default by it hereunder crcurring prior to the effcétive date
of its resignation.

The Unit Operator may, upon default or failure in thne performance of its
duties or otligations hereunder, be subject to removal by the same percentage vote

of the ownsars of working interests as herein provided for the selection of a new

Unit Operator. Such removal shall be effective upon notice thereof to the Supervisor

and the Land Commissioner.




The resignation or removal ot tnit Oporator under this agr:ement shall
not terminate its right, title, or interest ao fhe owner of a working interest or
‘ other interest in unitived oabrtanecs, tal upen *he resignation or removal of Unit
| Operatar hocamie 60 me i men b Thie et e 30 Td 0 Bl svnoion vl @id
wells, eguipmeont, materials, and appurtenancos uoqd in conducting the unit ofpera-
) tions to the new duly qualiti o cuccessor Unit Op-rator or to the common agernt,
l if no such new Unit Operator ic clected, to b used for the purpose of conducting
unit operations hercunder. HNothing herein shall te construed as authorizing re-
i mcval of any material, equipment, and appurtenances needed for the preservation of

any wells,

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender his

A AR iy i ST N A TR 3

- or its resignation as Unit Upcrator or shall b removed as hereinabove provided,
or a change of Unit Operator is negotiatend by working-interest owners, the owners

of the working interests in the participating area or areas according tn their re-

- spective acreage interests in such participating area or areas, or until a perti-
¢ipating area shall have been established, the owners of the working interests
according to their respective acreage interests in all unitized land, shall ty
majority vote select a successcr Unit Opérator: Provided, That, if a majority

but less than 75 per cent of the working interecsts qualified to vote are owned by

L e e (s asnaiaderiat NSRS AIE S O RSN MR B

one party to this agreement, a concurring vote of cne or more additional working

BT pamR

interest owners shall be reguired to sclect a new operator. Such selection chall
not become effective until

(a) a Unit Operator so selected shall accept in writing the duties ard

Tyl s+ £ Tt i N B
responsibilitic £ Unit Cperator, and

’ (b) the selection shall have teen approved by the Supervisor and approved

by the Land Commissiocner. 3

If no successor Unit Operator is selccted and qualified as herein provided,

armvan

the Director and the Land Commissioner, at their election, may declare this vnit

agreement teraminated.

7. ACCOUNTING PROVISIONS AMD UNIT OPERATING AGREEMENT. If the Unit Cperatoer

e e bt

is not the sole owner of workirg interests, costs, and expenses incurred by Unit
Operator in conducting unit opcrations hercunder shall be paid and apportioned

among and borne by the owners ¢f working intercsts, a2ll in accordance with tre

agreement or agreements enterc into by and botween the Unit Operator and the
owrers of working irt.rosts, whothh v one or sor, separately or cillectively. Any
agreement or 3groc o msnln anTors s InTo OaTwoon T worKlng-interest owners and the

4
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Unit Operator as provided in this oection, whelher cne or more, are herein referred
to as the "unii operating agreenent.” Such .nit operating agreement shall also
provide the manner in which the working-interest owners shall be entitled to re-
ceive their respective propcrtionate and allocated share of the benefits mcecruing

hereto in contormity wiuh l.oir undsor'vine nperating agreemente, leases, or other

independent contracts, and such othuer righ

P

s and obligations as vetween Unit Operator
anG the working-interest owners as may be agrecd upon by Unit Operator snd the
working-interest owners; however, nc such unit operating agreement ghall be deemed
either to modify any of the terms and conditions of this unit agreemsnt or to re-
lisve the Unit Operator of any right or obligation established under this unit
agreement. and in case ol any inconsistency or conflict between this unit agreement
and the unit operating agreement, this unit agreement shall govern. Three true
copies of any unit coperating agreement executed pursuant to this section should

be filed with the Supervisor and one true copy with the Land Commissicner, prior to
approval of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATCR. Except as otherwise specifically

" provided herein, the exclusive right, priviiege and duty of exercising any and all

rights of the parties hereto which are necessary or convenient for prospecting for,
producing, storing, allocating, and diétributing the unitized substances are here-
by delegated to and shall be exercised bj the Unit Operator as herein provided.
Acceptable evidence ot title to said rights snall ue depcosited with said Unit Opera-
tor and, together with this agreement, shall constitute and define the rights,
privileges, and obligations of Unit Operator. Nothing herein, however, shall be
construed to transfer title to any land or to any lease or cperating amgreement,

it being understood that under thic agreement the Unit Operator, in its cayacity

as Unit Operator, shall exercise the rights of possession and use vested in the
parties hereto only for the purposes herein specified.

9. _DRILLING TO DISCOVERY. Within six (€) months after thz effective date

hereof, the Unit Operator shail bLegin ta Arill 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 Division if on fee land unless on such effective date a

well is being drilled conformably with the terms hereof, and thereafter continue

such drilling diligently until the MISSISCIPTAN (CHESTER) FORMATION HAS- BEIN

PENETRATED AND ALL BEDS OF PMHNSYI VANIAN AGE HAVE BEEN IESTED , or until at a

lesser deptn unitized substances shall be discovered which can ve produced in paying
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entities (to-wil: quuntitioes suflficient ‘o repny the costo o4 drilling, ccomplet-
ing and producing operations, with & reancensble profit) or the Unit Operetor shall,
at any time, establish to the satisfaction or the Supervisor if on Federel land, or

the Land Commissioner if cr .tate land, or *the Uivision 1if on Fee land trat further

4rilling nf said well would oe unwarranted or inpracticable; provided, hcwever, that

»

Operater shall not, i1r any event, Lo required to drill said well to

11~ 1 3
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in excess of 10,000 ~feet. Until the dircovery of a deposit of urnitized

substances capable of being produced in puying quantities, the Unit Operstor shall
continue drilling diligently one well at a time, allowing not more than eix (6)
monihs between the completionr of one well and the beginning of the next well, until
a well capable of producing initized substances in paying quantities is completed

to the satisfaction of saidé 3ugervisor if 1t be on Federal land or of the Land
Commissioner if on State lan 12 Divigion if an fee 1and, or until it is rea-
sonably proved that the unitized land is incapacle of producing unitized substéhces
in paying quantities in the formations dril.ed hereunder. Nothing in this section
shall be deemed to limit the right of the Unit Operator to resign as provided in

Section 5 hercef

s

s reguiring Unit Operntor to commence or continue any
drilling during the period panding such resignation becoming effective in order to
comply with the requirements of this section. The Director and Land Commissioner
may mo vy the drilling requirements of thic section by granting reasonable exten-
sions of time when, inn their crinion, such action is warranted.

Upon failure to commenz: any well provided for in this section within the
time allowed, including any -xtension of time granted by the Supervisor ani the

-

Laiid Commicsgsioner, this agreeament will automatically terminate; upon failure to

Land Commissiouer may, after 15-days notice to the Unit Operator, declare this

unit agreement terminated.

10. PLAN OF FURTHER DIVELCEMENT AND OPERATION. Within six (6) montis after

a ! a2 well capabie of producing unitized substancee in paying juantities,
the Unit Operator shall sucnit for the aprroval of the Supervisor, the Laad
Commissioner, and State Division an acceptable plan of developnent and operation

for the unitized land which, when approved by the Supervisor, the Land Comnissicner,
and State Division, shall constitute the further drilling and operating obligations
of the Unit Operator under vhis agreement for the period specified therein. Thereaft:

from time to time before the expiration of any existing plan, the Unit Operator, shall

VIR Ty RO Y e
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submit for the appioval ol the Sipervisor, the lLand Commissioner, and Stat

a plan for an additional specified period for the development and operation of the

unitized land.

Any plan submitted pursvant to this section shall provide for the cxpioration
of the unitized area and for the diligent drilling necessary for determination of
the area or areas therecof capabl: of producing vnitized substanrces in paying
quantities in each and every productive formation and shall be as complete and
adequate as the Superviser, the Land Commissioner, and State Division may determine
to be necessary for timely development and proper conservation of the oil and gas

resources of the unitized area and cshsall:

(a) specify the number and locations of e driiled and the

[$)
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proposed order and time for such drilling; and

(b) ﬁo the extent practicable specify the operating prectices regarded as
necessary and advisable for proper conservation of natural resources. Separate
plans ma& be submitted for separate productive zones, subject to the approval >f

the Supervisor, the Land Commissioner, and State Division.

Plans shall be modified or supplemented when necessary to meet changed coaditions

or to protect the interests of all parties to this agreement. Reasonable diligzence
shall be exercised in complying with the obligaticns of the spproved plan of davelop-
ment. The Supervisor and the Land Commissioner are authorized to grant a reasocnable
extension of the six-month period herein prescribed for submission of an Initial
plan of development where such action is justified because of unusual conditioas

or circumstances. After completion hereunder of a well capable of producing aiy
unitized substance in paying quantities, no further wells, except such as may oe
necessary to afford protection against operations not under this agreement and such
as may be specifically approved Ly the Supervisor, the lLand Commissioner, and 3tate

Division , shall be drilled except in accordance with a plan of development asproved

as herein provided.

e

11. PARTICIPATION ArTER DiiCOVERY. Upon compietion of a well capable of pro-

ducing unitizec substances in payrying quantities or as soon thereafter as required by
the Supervisor, the Land Commiss.oner, or the State Division, the Unit Opera‘or
shall submit fcr approval by the Supervisor, the [and Commissioner, and State
Division a schedule, based on subdivisions of the public-land survey or aligiot
parts thereof, of all land then regarded as reasonatbtly proved to be productive in
paving guantities; all lands in uaid schedulic on approval of the S.pervisor, the

Land Commissioner, and State Division to connti‘ute a participating area, effective
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as of the date of completion i auch well ar the etfective date of this unit acreement,
whichever is later. The acreage: of Yoth Federal and non-Federal lands shall »Je

based upon appropriste computations from the courses and distances shovn on the last
approved public-land survey as ol the effective rdate ol vach initig)
area. Said schedule shall also set forth the percentage of uniiized substances to be
allocated as herein provided to cach tract in the participating area so established,
and shall govern the allocation of production commencing with the effective date

of the participating area. A separate participating area shall bte esteblished for
each separate pool or deposit of unitized substlances or for any group thereof which
is produced as a single pool or uone, and any two cor more participating areas 30
established may be combined into one, on approval of the Supervisor, the Land Commis-
sioner, end the State Division.  When production from two or more
areas, saQ éstablished. is subscquently found to be from a common pcel or deposit
said participating areas shall be combined into one, eZfective as of such approvriate
date as may be approved or prescribed by the Supervisor, the Land Commissioner, and
State Division. The participaling arca ¢r areas so established shall be revised

from time to time, subject to like apprcvel, to include additional land then regarded

as reasonably rroved to be produrtive in paying quantities or nece;sary for unit
operations, or to exclude land :hen regarded as reasonably proved not to be productive
in paying quantities and the schedule of allocaticn percentages shall be revised
accordingly. The effective date of any revision shall be the first of the monzh in
which is obtained the ¥nnwledge or information on which such revision is predicated,
provided, however, that a mcre appropriate effective date may be used if justitiea vy
the Unit Cperator and approved by the Supervisor, the Land Commissioner, and S-ate
Division. No land shall be exclﬁded from a participating area on account of de-
pletion of the unitized substances, except that any participating area established
under the provisions of this unit agreement shall terminate automatically whenever all
completions in the formation on vhich the participating area is based are avandoned.

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 us requiring any retrosmctive adjustment for production obtained prior to
the effective date of the revision of the participating area.

In the absence of agreement at any time between the Unit Operator and the
Supervisor, th: Land Commissioner, and State Division as to the proper definition

or redefinition o7 a participating area, or until a participating area aas, or areas

~1-
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have, been established as provided herein, the porticn of all puyments affected

thereby shall be impounded in a manner mutually scceptadble to the owners of wcrking

interests und the Suvervisor and the land Carmmiccioncr., DRoyaliice due biie Ui ted

States shall he datermined by vigotT 1017 Vederal lands snd the Lund Ccommis-
sioner for the State lands and the amount thereof shall be deposited, and directed by
the Supervisor and the Land Commissioner, to be held as unearned money until e
participating area is finally approved and then applied as earned or returned in
accordance with a determination of the sum due as Federal and State royalty of the

basis of such approved participating area.

Whenever is is determined, subject to the approval of the Supervisor, the Land
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. an driiled under this agreement is not
capable of production in paying quantities and inclusion of the land on which it is
situated in a participating are:z is unwvarranted, production from such well shell,
for the purposes of settlement cmong all parties other than working-interest owners,
be allocated to the land on which the well is located unless such land is already
within the participating area e>tablished for the pool or deposit from which such
production is obtained. Settlement for working interest benefits from such a well

shall be made as provided in the unit cperating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced Irém each

participating area extablished vnder this agreement, except any part thereof used in
conformity with good operating practices within the unitized area for drilling, opera-
tink. camp. And other nroduetinr ar devalapment nurnnses. for renrerrRbring An
recycling in accordance with a plgn of development approved by the Sup.rvisor, Land
Commissioner, and State Divisior., or unavﬁidable lost, shall be deemed to be pro-
daced equally on an acreage basis from the several tracts of unitized land of the
participating area established for such production and, for the purpose of determinirg
any benefits accruing under this agreement, each such tract of unitized land chall have
allocated to it such percentage of said production as the number of acres of euch
tract included in said participating area bears to the total acres of unitized

land in said participating area, except that allocaticn of production hereunder

for purposes other than for settlement of the royalty, overriding royalty, or

payment out of production obligations of the respective working-interest owners,

shall be on the basis prescribed in the unit operating agreement whether in ccn-

formity with the basis of allocation herein set forth or otherwise. It is hereby

-11-
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agreed that production of unitired substlan .+ from a participating area shill be
allocated as provided herein regardless ol whether any wells are drilled o1 any
particular part of tract of said participating arsa. If any gas produced from

one parilcipaling dreda 1s us i 10r Iepressuring or recycling purposes 1n aazother
participating area, the first gas withdrawn ‘rom such last-mentioned parti:ipating
area for sale during the lif:» of this agrecment shall be considered to be the gas
so transferred until an amouit equal to that transferred shall be so produzed for
sale and such gas shall be allocated to the participating area from which initially
produced as such area was last defined at the time of such final production.

13. DEVELOPMENT OR OPERATICN OF NON-PAKTICIFATING LAND OF FORMATIONS. Any

party hereto owning or controlling the working interest in any unitized land having
thereon a regular well lccation may with the approval of the Stpervisor and the
Land Commissioner, and the Division as to privately owned land, at such party's

5]
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well to tect any formation for which a
participating area has not been established or to test any formation for which

a participeting area has been established if such lecation is not within said
participating area, unless within 90 days of receipt of notice from said party of
his intention to drill the well the qut Uperator elects and commences to drill such
a well in like manner as other wells are drilled by the Unit Operator under this
agreement.

If any well drilled as aforesaid by a working-interest owner results in
production such that the land upon which it is situated may properly be included
in & participating area. suehr participating area shall he ertahlished nr enlarced
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance wiih the terms of this agreement and the unit coperating
agreement.

If any well drilled as aforesaid by a working-interest owner obtains pro-
duction in guantities insufficient to justify the inclusion of the land upcn which
such well is situated in a pariicipating area, such well may be operated ard pro-
duced by the party drilling the same subject to the conservation requiremer.ts of
this agreement. The royalties in am>un®t or value of production from any such well
shall be paid as specified in the underlying lease and agreements atfected.

14, ROYALTY SETTLEMENT., The United States and any State and any royalty

owner who is entitled to take in kind a share of the substances now unitized here-
under shall hereafter be entitled to the right to take in kind its share of the

unitized substances, and the Unit Cperato:, ur Lhie working-interest owner in case




ef the operetion of a well Ly & working-int reot owner as herein provided for in
special cascs, shall maoxe del veries of such royalty share taken in kind in con-
formity witl the applicable contracte, laws, and regulations.  Settlement for roy-
alty interest not talen in kind shall b oogeee 3

3 Ly oworkKing-interest owuners res

therefor under exiciing contracts, laws, anid rognlntions, or by ‘he Ynit Operator,
on or beforc the last day cf cach month for it ized sabstances produced during

the preceding calendar menth; provided, Lowever, 'hat noihing herein contained

shall operate to relieve the lessees of any lawd from their respective lease obli-

gations for the payment of any royvaltiies due unider their leases.,

ena
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If gas cobtained from lauds not cubject to this agreement is introdaced

[ s

into any participating area hereamder, for nae in o»v ,\prf_agf;\_”*ing’ ctimulation of
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[ proauciiovi, ©r iilreasing uivimate rocovery, in cenformity with 2 nlan of overa-
A8 v

tions annroved bv the Qinarvicar and the T ond

II0100LEL,y @ iisg amouni 0. Zas,

after sett;emcnt as herein provided for any gno transferred from any other parti-

cipating area and with appropriate deduction for loss from any cause, may be with-
drawn from the formation intc which the gas is introduced, royalty free as to dry

gas, but not as to any productis which may be cxtracted therefrom; provided that

e AAd AT e A F
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such withdrawal shall be at such time as mav be nravided in tho a»
operations or as may otherwisce be consented to by the Supervisor and the nard

Commissicner as conforming to good petroleum engineering practice: and provided
further. that such right of withdrawal =shall terminate an the bormi

unit agreement.

Rovalty due the fnited Stateo shell Lo compuiid ad piuvided in e uperatlix
ivered in Kind as to all unitized substences
on the basis of the amounts trercof ailocated to unitized Federal land as providec

hercin at the rates specified in the respectivn ['ederal leases, or at such lower

rate or rates as may be authorized by law or regulation; provided, that for leases

g8 i

i on which the royalty rate depends on the daily average production per well, said

average production shall be determined in accordance with the operating regrlations

as thOUgh each partir:ipnting areAa were = c1ng‘|(> ."r)_r]_«;r_\'l_i_lat ~A Tonecn 'i

oy

Royalty due on account of State lands shall be computed and paid on the

o s

basis of «ll unitized substances allocated to such lands.,

R

15. RENTAL SETTLEMENT. Rental or minirum royalties due ca leases conmitted
o

{ hereto shall be paid by workirg-intrrest ownors rezponsible ther:for under existing

m ta, laws, oy reglabliconn, provided tha nothing herein convainel
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operatec to relicve the lercees of any land trom theor respeciive leaue obligations
for the payment of any rental o minimum royalty rdue under their leaser, Rental
or minimum royalty tor lands ol the United Statos suoject to this agrecment chall
he paid at the rate cpeciticd nothe respective lonses from the United

o

States un-
less such rental or minimum roralty is waived, cucpended, or reduced by law or by
approval of the Sceretary or h-s :duly authorized representative,

Rentals on State of Hew Moxico lands saliivct to this agrueoment shall be
paid at the rates spe:ified in the respective loases.

With respect to any lease on non-Foderel land centaining provisions which
would terminete such lease unless driiling operations are commenced upon the land
covered thereby within the time therein specitficd or rentals are paid for the pri-
vilege of deferring such drilling overations, the rentals required thezreby shall,
notwithstanding any other provision of this aprecment, Le deemed o aoerue and be-
come payaole during the term thnercof as extendod by thie agreement anc
required drilling operations are commenced upon the land covered thereby or until

some poriion oi sucnt land ls laciuded within a

okl Al b I AVAA
Llﬂl bA.\a.L:Juk—.l.ch AL s
1€, CONSERVATION. Cparnticac heorzundor ond productian af nnitisad enhstances

shall be conducted to proviae lor tne mécL cronumival aina ¢ Tficicnt rocovery of
said substances without waste, as defined by or pursuant to State or Federal law
or regulation.

17. QEAINAGQ. The Unit Operator shall take such measures as the Supervisor
and Land Commissioncr deem appropriate and adcguat. to prevent drainage of unitized

substances from unitized land by wells on land not subjoct

18. LEASES AND CONTRACTS CONFORMED Al BATONDED.  The terms, conditions,
and provisions of all leases, subleases, and other contracts relating to exploration,
drilling, development, or operation for oil or gas on lands committed to this agree-
ment zre hereby expressly modiried and amunded to the extent necessary to make the
same conform to the provisions herecf, but otherwise to remain in full force and
effect; and the partics herecte hereby ccnsent that the Secretary, ns fo Federal

leases and the Land Commissioner, as to State lrases, shall and eacn DY ni1s &ap-

proval hereof, or by the approval herzof ty hic 4uly authorized represecutativ

4\

does hereby ¢statlish, alter, change, or revok: ti

driliing, producing, rental,
minimum royalty, and royalty roguirements of I..doral anid State leases committed
hereto and the regulations in respect thercto Lo conform said requiremonts to the

IR

C oagreomint, rnd widhont Tiedties the menerality of the JOreRolng,
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all leases, cublenses, and con'racts are partiodariy modified in accordance wiih

the following:

(a) The developnent and operation of 1ands subject to this agreemeut under
the terms therof shudl be decmed ull peroreance of a1l obligatisng for develop-
ment and operation witi reopool Lo coch and wveey Leparatsly owned tract suhiject

to this agrecment, ropardless o) whether thoere in

any develepment of any pariicu-

la~ tract of the unit area.

(b) TLCrilling and producing operation: porformed hercunder upon any tract

of unitized lands will be accepted and deemed to be performed upon and for the

2nefit of each and every tracl of unitized land, 2nd no lcoase shall be deemed to
expire by reason of failure to drill or produce wells situated on the land therein

embraced.

(¢) Suspenziocn of drilling or producing operaticns on all unitized lunds

»

pursuant to digection cr consert of the Secretary and the Land Commissioner, or

his duly authorized rerresentative, shall be deomod to constitute such suspension
pursuant to such direction or consent as to each and every tract of unitized land.
A suspension of drilling cr producing operations limited to specified lands chall
be applicable only to such lands.

Y .
J Lalia 1

{da ease, sublease, or contract relating to the explora%tion, drilling,

development or operation for oil or gas o lands other than those of the United

States and State of New Mexico committed to this agredment, w hv its terms
1S ' ) J

might expire prior to the termination of this agreement, is hereby extended heyond

any such terms so provided therein sa that 1T snaii ve Lunvinuew o Zo11 7770 ~nA

effect for and during the term of this agreencrt.

(e¢) Any Federal lease for a fixed term of twenty (20) years or any reneual

Ll B 44

thereof or any part of such lecse which is made subject to this agreement shall con-
tinue in force beyond the term provided therein until the termination hereof. Any
other Federal lease committed rereto shail continue in force beyond the term sé
provided therein or by law as to the land committed S0 loug «d

such loz2se remains

.~ ] 1 PP T T S P
SUL Ject nerciu, proviasa that

guantities uader this unit
agreement prior to the expiration date of the term of such lease, or in the cvent
actual drilling operations are commenced on uuitized land, in accordance with the
provisions of this agreement, prior to the end of tr.e primary term of such lease

and are being diligently proscecured at that time, sveh lease shall be extended for

two vears and so long therealtcr as oil or gas is produced in paying quantities in

ekt taaiat e b pa L
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accordance with the provisions of the Mineral lenning Act Revision of 19€0,

{f) UBach sublease or contract relating to Ll operation and developrnent of
unitized substances from lands of the Uui’.d ndor sormitted to this agreement,
which by its terms would expire prior to tlv time nt whjch the underiving leaae,

as extended by the irmediately proceding covigeeph, will expire, in heroby extonde

2v~rd e
Thalaw

bayond any such term co provicded therein so ihnt 1L Lnall Yo aontinued in 1033 far
and effect for and curing the trrm of the underiving lease as sulh term io Perein
extended.

(g) The segregation ol any Federal leace committed to this agreement is

governed by the following provision in the fourth paragraph of Sec. 17 (3) <f the

2

.

Mineral Leasing Act, as amended by the Act of Jcptember 2, 1940 (74 Stat. 7£1-78L):
"Any (Federal) lease heretofore or heresafter committed to any such (unit) Plan em-

bracing lands that are in

]
e

art within and in part outside of the area covered ty

any such plan shall be segregated into separate lecases as to the lands committed

and the lands not committed as of the effertive date of unitization: Provicded
however, that any ouch lcase as ra the nonunitized portion shall continue ir. force

and effect for the term therecof but for not lesc than two years from the date of
such segregation aud oo iong thoreafter ne nil or ras is 7 sduced in paying quanti-
ties."

(n) In the eveni the Initial Test Well iz commenced prior to the expiration
date of the shortest term State Lease within the Unit Area, any lcase embracing
lands of the State of New Mexico whici 18 nmude subject to this sgreement, srall
rantinne in force beyond the term provided therein as to the lands committec hereto

until the termination hereof.

(i) Any lease embracirg lands of the State of New Mexico having only

&

porition of its lands committec hereto, shall be segregaied as tc the

3

rotion com-

mitted and the pertion not committed, and the terme of such lease shall apply
separately to such segregated protions commencing as of the effeciive date hereof;
provided, however, notwithstarding any of the provisions of this agreement to the

contrary any lease embracing lends of the State of New Mexico having oniy a posriicn

~

of its lands committed heretoc shall continue in full force and ellcct ciyond the
term provided therein as to all lands embraced in such lease, if o0il or gas is dis-
covered and is capable of beirg produced in paying quantities from some parti of

the lands embraced in such lezsc at the priration cf the secondary term of such
lease; or if, at the expiraticn of the sesondary term, the leasee or the Unit Opera-
tor is then engaged in bona {ide driiling or reworking operations on some purt of

s cmbraced in such legse, the sa

ilie Lan ‘o nil lands emirazed therein. shall



remain in full force and effect so long an oo b0 poretions are Leing Giligently
[ prosecuted, and if they result in the prodaciion >0 911 or pasy caid Yease chall
: continue in full force and effect as to all of ti. Tonds vrbracod therein, 5o long
§
: thereafter as cil or gas in paying quantitier ir teing oraiucod Diom any partion
‘ : of said lands.
i i i
19. COVERANTS RUN WITH LARD. The zovarnonts herein shall be conntrued to be
H 7 . covenants running with the land with rerpect o the interest of the parties hereto
2 ‘ and their successors in interest until this a;reencent terminates, and any grant,

transfer, or conveyance, or interest in land or ieases subject hereto shall be and

hereby is conditioned upon the assumption of all privileges and obligations hereunder

by the grantee, transferee, or other succesnsor in interect. HNo assignment or trans-

fer of any working interest, rownlte or cthrr inisrg nerio snall be

e S G O R

binding upon Unit Operator until the first day of the calendar month atter Unit
Operator is furnished with the criginal, photontatic, or crrtified copy of the

instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreeeont shall bercome o f0abive

[y

AN e A=
e~ v

val Uy ihe Secretary and the Land Commissionsr or his duly authorized repre-

hal
3
sentative, and shall terminate five (5) years from zaid effective date unless
(a) such date of expiraticon is wxicnica by tine Director and ti

ne Land Com-

missioner, or

R
v 9 R A

o s ot o B e

} it 1is reasonably determined prior to the cxpiration of the rixed term
or any extension therenf *hzl liie unitized land is incapable of production of uni-
tized substances in paying quantiiies in the formations teested hercunder and alter
notice of intention to terminate the agreement on such ground is given by the Unit

Uperator to all parties in interest at thoir lant known addresses, the agreement

is terminated with the approvai of the Supecrvicor and the Land Commissioner, or

(c) a yaluable 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 an lnno se unic
stances can be produced as to federal lands, and are being produced as to State
lands in quantities sufficient to pay for the cost of producing same form wells on

unitized land within any participating area establiched hereunder and, chould pro-

duction cease, so long thereafter as diligent opcrations arc in progress for the

i
4
(1
n
ot
[#]
4

production or discovery of new production and so long thereafter as

unitized substances so discovered are preduced nn aforecaid, or

-17=
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PL e o T Ga.u bglesitent. 116 ngree-

ment may be termina‘ed at any time by not less that 75 per ceatum, on an acreage
basis, of the working-interest owners sugnutory hereto, with the approval of the

Superviscr and the lLand Commissioner; notice ot any such

c&l to Ve given by the

Unit Operator to all parties hLereto,

21. FATE OF PROSPRCTING DEVELOPMUNT. Al PRODUCTION. The Director is

hereby vested with authority to alter or medify §

-
d21 77 from lime to time in his descretion i
the quantity and rate of proruction under this= nrreosmant uhon cuch Juaiuti iy and
ves not conform to eny state-

rate 1s not fixed pursuant tc Federal or State law

~ n
U UL

£

wide voluntary censervation cr allocation program, which is established, recognized,
and generally adhered to by the majority of operators in such State, such guthority
being hereby limited to alteration or modification in the public interest, the pur-
pose therecf and the public interest to be served thereby to be stated in the ordar
of altevation or modification. Without regard to the foregcing, the Director is
alsc hereby vested with authcority to slter or medify from time to time in hi; dis-
cretion the rate of nraspectin gvelopieni and the quantity ani rate ¢f 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 nct in
violation of any applicable Federal or State law; provided, further, that no such

altgration or mcdification shall be effective as to anv land af the Stata af

New Mexico, as to the rate of prospectirg and developing in the absence of the

specific written approval thereof by the Commissioner and as to any lands cf the State;

of New Mexico or privately owned lands subject to this agreement as to the quantity

and rate of production in the absence of specific written annrovel therc

Division.

rOWers in this section vested in the Director shall only be exercised after
notice tec Unit Cperator and opportunity for hearing to be held not less that 15
days from notice.

ZZ. APPEARANCES, Unit Operator shall, after notice to other
have the right to appear for and on behalf of any and all interests affected hereby
before the Department of the Interior and the Commissioner of Public lands and to
appeal from orders issued under the regulaticns cof 5zid Departiwent or Land Commis- S —
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.

23, NOTICES. A1l notices, demands, or statements recuired hervunder to be

given or rendered to the parties hereto shal! le deemed fully given if given in

-18-
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writing and peis

ekl B A e d Y vy l 5
certified msil, addressed to ruch party or pnrties at the

set forth in connection with the signatures hoprotn

r
i

o the ratification or con-

<

sent hercof or to ruch other vidveis as any oush porty may have furnished in writing
1o parity suiiing thr notico ) Gomand orostatoesnn,

24 NO WAIVER OF CERTATN RIGHTS.  #othingg in this agreemoent contained shall

s

be comstrued as a waiver by any party hereto ot the right to aszert any legsl or
constitutional right or deferos o5 to tne wnlidiily or invalidity of any law of the
State whercin said unitized lands are located, or of the United States, or regula-
tions issued thereunder inany way atffucting such puarty, 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 conilloue Gril

-4

ri
g3

\

r

cr to eoperate an or produce unitized
substances from any of the lands covered by this agreement shall be suspended while
the IInit Onerator despite the exercise of dur care and diligence, is prevented from
complying with such obligaticns, in whole or in part, by strikes, acts of Ged,
sderal  State. or municipal law or agencies, unavoidable accidents, uncéntrollable
delays in transportation, inetility to ottain nccessary materials in open market,
or other matters beyond the reascnable control of the Unit Operator whether similar
to matters herein enumerated or not. No urit cbligation which i3 suspended under
this section shall bucune duc leos than thirty (70) days after it has been ceter-
mined that the suspension is no longer applicable. Delerminaticnz of crediteble
"Unavoidable Lelay’ uvime suaii o. 2077 »r the unit operator subj:ct to appreval of
the Supervisor and the lLand Commissioner.

26. NONDISCRIMIMATION. 1In connection with the periormance oi work under

this agreement, the operator ogrecs tec comply with all the provisions of section
202 (1) to (7) inclusive of Executive Order 11246 (30 ¥.R. 12319), as amended,
which are hereby incorporated by reference in this agreement.

27. LOSS OF TITLE. In the event 1itlc to any tract of wnitized land

shall fail and the true owner cannaot be induced to join in this unit agreement,

-

such tract shall be automatically regarded as not committed hereto and there shall
he such readjustment of future cests and bercfits as may be required on acccunt of
the loss of such title. 1In the event of a dispute as to title as to any royalty,
working interest, or other interests subject fhoreto, payment or delivery or account
tereof may be withheld witheut liability Vor intorest until tbe dispute is finally

T oy PR B PR e P - M 7. i -~ - T e e, -
settied; pI’U‘IJ.\jn:u, that. o Lo edoral oo o e Sl oor Leases, nu }J(lJln’.xAt‘- of

o
[
E
3
:
]
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;
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v

funds due the United States or ihe State of Mexico shonld be withheld, but

such funds ghall be deposited au directed ty the Tapervisor and such {npds o

Lt
o~
——
-
%

State of New Mexico shall be deposited as dirvectsod by ‘e Land Commissioner, to be
held as unearned money pending linal cettloment of ‘he title digpu o, nnd then
epplied ags earned or returped in nccordance with oncn {inal settlerment.

Unit Operator as such ig relieved {rosn auy reojonsivilit

L£oon e A
QRS el y e

o

or failure of any title hereunder.

28. NON-JOINDER AKD SUBSEQUENT JOINIEN. 1 the owner of any substantial

interest in a tract within the unit area fails or refuses to subsecribe or consent

to this agreement, the owner of the working interest in that tract may withdraw said
tract from this agreement by written notice delivered to the Supervisor, the Land
Commissioner, the State Division, and the Unit Operator pgior te the approvsl

of this agreement by the Superviser. Any oil or gas interests in lands within the
-\f t‘r\'

v

unit area not committed hereio priur LU 5uLiissi

(4]

approval may thereafter be committed hereto by the owner or owners therecf sub-
scribing or consenting to this agreement, and, if the interest is a working interest,
by the owner ol such interesti alsu suUsCriLing Lu lhe wunll uperalliy apreemeit,
After operations are commenced hereunder, the right of subsegquent joinder, as
proviaea in Luis secliovu, Ly a woirding-intercot cuner is subiert ta ench reanire-
ments or approvals, if any, pertaining to sucn Joinder, as may be provided for in
the unit operating agreement. After final approvul hereof, joinder by a non-working
interest owner must be consented to in writing by the working-interest owner
committed hereto and responsible for the payment cf any benefits that may accrue
hereunder in behalf of such non-working intersst. A non-working interest may rot

be committed to this unit unlescs the corresponding working interest is committed
hereto. Joinder to the unit agreement by a werking-interest owner, at any tine,
must be accompanied by appropriate joinder to the unit operating agreement, if more
than one committed working-interest owner is invelved, in order for the ipterest

to be regarded as comhitted to this unit agreement. Except as may otherwise rLerein

be provided, subseguent joinders to this agreement shall be effective as of tke

first day of the month following the filing with the Supervisor, the Land Comrissioner,

and the State Division of duly executed counterparts of all or aay paners
necessary to establish effective commitment of any tract to this azreement unless
objection to such joinder is duly made within sixty (60) days by the Superviscr,
or the 3tate Livision; rroviden, hawever, that ar- +to State lande al! subsequent

.y ,j e A‘-’l—\: -
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29. COUNTERPARTS.  Thio agreemont ooy be oxecuted in any number of counter-

parts no one of which needs to Lo oxecuted Yy a1l partiez or may bte ratified or
consented to by separat. instrument In wroting opeoifically referring hereto and
5ha11 he hinding upon aib lhese partles che L Cxecuted such a counterpart, rati-
fication, or consunt hercto with the same fore: and effect as if all such parties

had signed the same docuwmnent and ropgardlaos ol Shether or not it is executed by all
other parties owning or claimirg an inter.ot in the lands within the above-described
unit ares.

0. SURRENDER. Nothing in this agreerent shall prohibit the exercise by any
workirg~interest owner of the right to surrenders vested in such party by any lease,
sublease, or operating agreemer® »= to 211 or «ny port of the lands covered thereby,
provided that each party who will or might acguive such workirg interest by such
surrender or by forfeiture ag Lereuiter set forth, is bound by thz terms of this
agreement.

If, as a result of any :zuch surrender, the working interest rights as to
such lands become vestod in any party other than the fee owner of the unitized sub-
stances, said party may forfeit such rights and further benefits from opefation
hereunder as to said land #n the poariy eext 1n the chain of title who shall te and
become the owner of such working interest.
he result ol any such surrender or forfeiture, working interest rights
&4 in e lee owner of the unitized subostaonces, such owner may:

{1) Accept those working-interestis rights subject to this agreement and
the unit operatirg agreement; or

{2) Lease the portion cf .such land ac is included in a participating area
tabllisned nereunder subject to this agreement znd the unit operating agrceement.

(3) Provide for the independent operation of any part of such land that are
net then included within a participating area cstablished hereunder,

1f the fee owner of the unitized subs;anCus does not accept the working-
interest rights subject>to this agreement and ths unit operating agreement or lease,
such lands as above-provided within six {4) rnonthc after the surrcendered cr for-
feited working-interest rights become vestod in the fee owner, tho benefits acd
obligations cf operations accruing to such lunds under this agreenent and the unit
operating agreement shall be chared by the rawaining owners of untized working
interests in accordance with thoir respoctive woraing interest ownerchips, antd

such owners or working interects ohnll (oo oo U Do ownoer ol unitized sab-



stances in =uch landc by LAVIng Hunn cgqual to the roentalo, Tinimum royaltics, and

royalties applicable to such landsz under the lense dn o€t when the lanls were

AN appropriate accouniing and eetilemone CLnll be made, for all bonefite
5 or payments and expenditures made or incurred on beh tuch surren-
dered or forfeited working interest subsequent to the date of surrender or forfeiture,
and payment of any moneys found to be owing by such an accounting shall be made as
bLetween the parties within thirty (?0) days. In the event no unit operating agree-
qent is in existence and a mutually acceptable agreement between the proper parties
éhereto cannot be consummated, the Supcervisor may prescribe such reasonable and
equitable agreement as he deems warranted under the circumstances.

The exercise of any right vested in a working-interest ow

nr +
cr <

O
*
i

|
such working interest to the party from whom nbtnined =hall bhe subjie

[»

€
(o}
(ad
ot
[&]
o+

conditions as set forth in this section in regard to the exercise of a right to
surrender.

31. TAXES. The working-interest cuners shall vender 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-ﬁay be prodiaced, gathered, and sold from
the land subject to this contract after the effective date of this agreement, cr

upon the proceeds derived therefrom. The working-inierest owners on sach tract

having interests in said tract, and may currently retain and deduct sufficient of
the unitized substances or derivative products, or net proceeds thereof from the
allocated share of each royalty owner to secure reimbursement for the taxes so paid.

Iy

No suc be charged to the United States or the State of lNew Mexico or

[RAaY 44

to any lesser who has a contract with his lessor who has a contract with his lessee

which requires the lessee to pay such taxes.

32. NO PARTNERSHIP. It is expressly agreod that the relation of the parties

hereto is that of independent contractors and nething in this agreement contained,
expressed, or implied, nor any operations conducted hereunder, shall create or be

deemed to have created a partnership or association between the parties hereto or

any of them.

-22~
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33, SURFACE AND ENVIRONMENTAL PROTECTION UTIPULATIONG. Nothing in

=4

thig azgreement shall moedify

s

or change ecither the epecial Federal Lease stip-
ulations relating to surface management or such special Yederal Lease stip-
ulztions relating to surface and environmental protection, attached to and
make a part of 0il] and Gas Leases covering lands within the Unit Area.

IN WITNESS WHEREQOYF, the parties hereto have causzed this agreement to

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

ATTEST: YATES PETROLEUM CORPORATION
S A S5
By: //‘A”"” 4}?5&2*2** BY: TR G
Assistant Secretary \{ President
Address: 207 South 4rh Street
Artesia, New Mexico 88210

UNIT OPERATOR

STATE OF New Mexico )
)SS.
COUNTY OF Eddy )
The foregoing instrument was acknowledged before me this Z6in day
of September , 980 | py S. P. Yates who
is President __of YATES PETROLEUM

(State of Incorp..
corporation, for and on behalf of said Corporation.

My Commission Expires: %/ .
1217 Butltdy

CE % { : igzéf Notary Public d

KIM BILBERRY 3,
NOTARY PUBLIC - New mexico P-
ILED WITH SECRETARY nr

&
{ Ny Commussion Expirgs Z ‘* f&” g

:
E
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EXHIBIT “B', PART 1

SCHEDULE SHOWING ALL LAND AND LEASES
WITHIN THE SERPENTINE BENDS UNIT AREA

EDDY COUNTY, NEW MEXIQO

TRACT DESCRIPTION OF NUMBER OF - SERIAL NO. & BASIC LESSEE OF RECORD OVERRIDING ROYALTY
NO. LAND ACRES EXP. DATE ROYALTY AND PERCENTAGE AND PERCENTAGE

Yederal Lands

T-2L-.S, R-23-E 640.00 NM-10830 Usa Inexco Cil Co. 50.0 Robert Kunkel 2.0
Sec 2k: A1l 12-31-79 12.5 .American Trading & Chapparral Prod. 1.6
Production Corp. 25.0 Ed R. Kennedy 1.0
Suburban Propane
Gas Co. 25.0
T-24-5, R-23-E 6L0.00 NM-12331-A USA Inexco 0il Co. Charles Jonnsvi .o
Sec. 25: All 9~320-80 12.5% American 1rading & Chapparral Frod. 1.€
Production Corp. Ed. R. Kennedy 1.0
Suburban Propane
Gas Co.

M‘Kennedy override out of Interest of American Trading and S

Gas Co.
T-24-S, R-23-E
Sec. 34: All 640.00 NM-12391-A UsSA Suburban Propane Gas Co. 50.0 Charles Johnson 3.0
9-20-80 12.5 American Trading & Chapparral Prod. 1.6
Production Corp. 5.0 Bd. R. Keanedy T




EXHIBIT |
SCHEDULE SHOWING ALL LAND AND LEASES

E SERPENY

TINE BENDS UNIT AREA

WITHIN TH
EDDY COUNTY , NEW MEX1CO

P
I
ur cwRTAL NO. & BASIC 1,ESSTE OF RECORD OVERRIV}NG ROYALT
3 EXP. DALE ROVALTY AND PERCENTAGE AnD PrnuEAJAGE
| vederal Tands
LQ M—10890 USA Tpexco Oil Co. 50.0 Robert Kunkel ¥ N00 Came as wEEEEE
12-31-79 12.9 American Trading & Chapparral Prod 4.629 ~+ Fecord
proguction Corp- 25.0 Ed R. Kennedy 1.00"
cypurban Propali®
Gas Co- 25.0
.00 NM—1239W—A USA Inexco 011 Co. Charles Johnoth B.QOO came af " essee
9—30—80 12.9 American Trading & Lhapparral Prod. 1.€25 of recoTS
Production Corp- £Ea. R. Ke nnedy 1.000°
guburvai Propane
Gas Co-
sKennedy override out of Interest of American Trading and guburovadi Propane
Gas Co-.
) ,
LLO .00 NM—12}91—A USA guburoan propene Gas Co. 9500 Charles Johnson 3, .00V
80 12.5 American Trading & Chappalral Prod. 1.625 Same as Lessee
Production Corp- 0.0 "R. Kennedy 4.000°* of Record

9-20-80




. . 3
T-24.S, R-24_E 1,281.68 NM-12396 Usa Pennzoil Co.
Sec. 19: Al 3-35-00 12.5
Sec. 20: All i
T-24-5, R-23-E 320.00 NM-17630 USA Tnexen 051 On . A1l E. . Leede 4.687% =
fa2z. 25 N 10-31_8> 12.5 Unknowi 1.882¢ l
) i
Total 3,527.68 Acres Federal Lands
State of New Mexico Lands l
T-2L.g8 2z % £40.00 LG-291 State “exas 0il & Gas Corp. A13 lore
Sec. 27: All 5-31-82 i2.5
T-24_5, R-23-E G5%G.50 LG-p982 Stazie Y{ates Petrsleum Corp. All None
Sec. 26: All 8-31-85 12.5

Total 1,280.00 Acres State of New Mexico Lands

3,521.68 Acres Federal Land, 73.34%

1,280.00 Acres State Land, 26.66%
5,861.68 700




.68 NM-12396 USA Pennzoil Co. All Arlene Lansdale S.0 Pennzoil Co. AlL
' 0-20-80 12.5
}.00 NM-17C030 USA Tnexco 0i1 Co. Al E. H, leoede 4 4375 Inexco 0il Co. AILl
10-31-82 12.5% Unknown 1.5625
13 -
! Total 3,521.68 Acres Federal Lands
r
l State of New Mexico Lands ;
1
.00 LG-291 State Texas 0il i Gas Uorp. ALY Soze Texas L1 x Jas AL '
5-31-82 12.5 5
i
;
.00 LG-2988 State Yates Petroleum Corp. All None Yates Pet. Corp. 25.0 i
‘ 8-31-85 12.9 ' Yates Drilling  25.0 ;
MYCO 1nd., lnc. 25.0 | |
\ ABO Pet. Corp. 25.0 !

Total 1,280.00 Acres State of New Mexico Lands

it o A AN
b hee b

s Federal Lard, 73.34%
s State Land, 26.66%
00 A
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SURPPT UL B BT AGd UL
ROV COHRDY, T MEXACH
] .
The undersipned, (whather o i Cohnesb aolnowledie s

receipl
of a ceopy of the Unit Apvoement

3 <

for Cae tevelooment and dperataon of

the Jerpenting Bondo Unit Aren Omhfﬂﬂl'qfACH.N'fJA3UHtud i Dady Losatyy,

B S YN

New Mexico, which said Agroomen! Ce dnt el e et ooay of Decenber, VI,

and acknowledged that they have read the vame and are famitiar with the

o and

mo and conditions thereol.

>~
v

i el

The undersipned, aiso Leing the owners

of the leasehold, royalty, or other interests in the lands or minerale

embraced in said Unit Arei, as indicaled on the schedule atteched to

said vuit Agresminl 4o FKvhibhis MR Jdo herely conoent ihercio and rality

v

411 of the terms and provisions ther=ot, exactly the same as if the

undersigned had executed the original of said Unit Agreement or a counter-

part thereof.

. - . o
co d
mMa« vt aelen s 3l 3 N B S~

¢ T Nath! PO T . oo SR 3 :
. IN WLTNESS w ACF, thio instrument Qo crcLuica By tho wndersioned
- \‘.\\\\\ ) .\\

0
.

- \‘ "
s oo N N . R
N “_“aslbfﬁthe date set torth n their respective acknowtedgments.

American Trading and Froguct ion

Co_n_;gtlon
/";CL)/’”
R’ ;4,—79 T e ~
Gt ‘.‘:{MIY L!ux- i . ‘\N‘-..,/ “‘\_‘ Ry /L;){/\’éy/\%/
ENTAEN - Si. 9’** atant Secretary E. R. Kemp Vice-Frggiaent
) 0il & 3as Division

s b " ]
.
[
l

:
< 55
\'u

oo WL Y

Ti gPAfE OF

COUNTY CF

The foregoing inslrumenti wus acknoviovi wed before me thie cay
of 197, by

My Commission hxpires:

[P & 2 N R e

frns veas

CORVORATE
STATE OF TEXAS

" COUNTY OYF HARRIS

The foregoing nstrvnent was acknowleureo pefore me this

PSR S 197-7

—— 1

~"Hay o f

by E__R, KEMP, Vice-President ,
“¢\701] Q&Bas Division, #kvxﬁxkxﬂxof‘Amerlcan Trading and Prod

. . Corp.. & Maryland
‘ igrg@ggtlon, cn behalf of said corporalion.
- ' - i , -
. ‘\f.,’a 7(,' i A , N L
¢ My Cbmnxssxon Fxpires: ,] _ L e I
/:*'"/’4?\i . - T e

Harris tounty, 7exas




CORGEIT ALD RACH TCATITON
SERPFNVINE BRNDS BHLE AGHRRIT it

FLbDY COUnY, bk BEXIGH

The underu;vned. (whether one or morn) hereby acknowlelies receipt

of a copy of the Unit Acreemernt Tor the ievelngmnent and Operation of

: the Serpentine Bends Unit Arca cvnlraciin iands Sitantod in Eddy County,
]
; New Mexico, which said Agreement is dutcd the 1st day of December, 1979,

and acknowledged that they have read the zame and are familiar with the
terms and conditions thereof. The undersigned, 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 schedule attached to

said Unit Agreement as Exhibit "B do hereby consent thereto and ratify

11 of the tarms and proviciens thereof. sxactlvy the same as if the

undersigned had executed :he original of said Unit Agreement or a countar-

~

part thereof.

IN WITNESS WHEREOF, :his instrumeni 18 executed by ine uindersigned 4
ne af the date set forth .n their respechive auknowledgmenfe ’ !
- SUBU?;BAN EROPANLE GRS CORCCRATICH
F
/C;Eaﬁ o 77 S D S BY .
o 4 /c/ £ldred, Agent & Attorney-in-Fact &’, . ’ ;

S gog M LBentn , R
/

L H .
7 . E
S e
TNDIVIDUAL S T
STATE OF ) : y
)55. , :
COUNTY CF ) :
The foregoing instrument was acknowledged before me this aay ;
of , 197__. by . . E
E
My Commission Expires: ;
Notary Public

CORPORATE « ;

STATE OF TEXAS )

1SS,
COUNTY OF BEXAR 3 1
\\\\Hhﬂl'),,
';%%f;lJi </ e foregoviug instrument was acknowled,ed before me this_ 12thday of 3
“~./¢ December 1979 , by 3.C. ELDKeD, AGLNT ¢ . :
§Tg ~IN-FACT OF SUBURBAN PROPANE GAS COPPORATION 5 New Jersey 3
/ bgélxon, on behalf o7 caid cerporation. ‘ F
: i 3 =
2 o ) . PR E
)};:f/ ﬁp'ﬂ??fl ssion Bxpires: e N S T i
et s 12-7-81 o ard bl Sandra K. Burton
"1 Cr. BE b

in and for Rexar County, Texas ]

('“Hlnu\\\

T




CCHSENT AND RATIFICATION
SERPENTINE BENDS UNIT AGREEMENT

EDDY COUNTY, NEW MEXICO

The undersigned, (wnether one or more) nereby acknowledges receipt

of a copy of the Unit Agreement for the levelopment and Operation of

the Serpentine Bends Unit Area embracirg laads situated in Eddy County,
lew Mexico, which said Agreement is dated the 1st day of December, 1979,
and'acknowledged that they have read the same zand are familiar with the

terms and conditions ther=of. The undersigned, also being the owners

of the leasehold, royalty, or other interests in the lands or minera

rr

cmoraced in said Unit Area, as indicated on the schedule attached to

said Unit Agreement as Exhibit "B'", do hereby consent thereto and ratify

{n
+
by

}

3

b

i

all of the terms and provision =722 0, waactly the same as if the
undersigned had executed :he original of said Unit Agreement cr z counter-
part thereof.

IN WITHNESS WHEREOF, :this instrument is executed by the undersizna?

as of the date set forth in their respective acknowledgments.

INEXCO OIL OCMPANY

— g
' N Pt
G L athnt SeeretRry EXecutive  Vice-President
Ve enn 8 S
Y .
O ptre it .\\, =
R UL NN J
T INDIVIDUAL J— 2 /
STATL or )
. )8S. .
COUNTY OF )

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

My Commission Expires:

Notary Public

CORPORATE

STATE OF Texas

et N N
T ta
%]

COUNTI Or Harxis

The foregoing instrument was acknowledged before me this_13 day of

December , 1979, by Coles S. Tinkler. ,

ExecutiveV President of Tiexoo ULl Commany, a -7 -
corporation, on beh2lf of said corporation. o

My Commission Fvpirac:
JUDY A. DCBBS

My Commiscicn Cairas Pl ember 20, 1980 s
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The undersined, (eoiuer one or nore) hercby acknowledpes receipt

of a copy of the Univ Aproomen

(3 4% At MEEEDEY

-
—

orment and Operalion of

the Serpentine Bends Unit Avea embrocin iands silunted in Iiddy Counly,
New Mex.ico, which suid Agccemen: is dated the st day of December, 1979,
and’acknowledged that they have read tie came and are familiar with the
terms and conditions therzof. The undersipgned, aleo being the owners

of the leascheld, royalty, or olher intrrestis in the lands or minerals
ambraced in said Unit Area, ag indicaled on the schedule atiached to
said Unit Agreement as kxhioit "B'", do hereby concent thereto and ratify
all of ihie ternn and provisions thereod, exscily the same as 1f the

undersigned aad evecuied “he originnd of onid st

T2 ewtbava T

IN WITNESS WHEREOCK, -his instrument is executed by the undersigned

Co.

as of the date set forih 'n their respective acknowledgmente

PENNZOIL COMPANY

APPROVED‘

By : :
 -"H. W. Hollaingshgad, Jr. i
Agent and Attc¥ney-in-F#Ct

TNDIVIDUGAL /E?

STATE OF

COUNTY CF

The foregoing instrument was acknowleadized belore me this jay
of o 397 by : .
My Commission Expires:

butary bublic
STATE OF TEXAS )
188,

COUNTY OF MIDLAND )

1&9 OLht instranent was acwnowicedied Lefore me thic 10th day of

j,)gc mberS 1 L1979 L tr H. WL Hollingshead, Jr. .,
&ggmt a[w Atxo,mpy In Fart  of PENNZOTL COMPANY,  Delaware

qupcra,‘o“{,c“ ﬁczq1! oV soid corporation.
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oo My Commission Expires:

R T I

CONLe T A RALIP LY AT IO
l‘l.r n! vl L4

i BRaLLD BN U AGREREMENT

BH0OY COUNTY, W MBXICO

The unde}signed. (whether one or more) hereby acknowledges receipt
of a copy of the Unit Agreement for the l'evelopment and Operation of
the Serpentine Bends Unit Area embracing lands situated in Fddy County,
Néw Mexico, which said Agreement is daled the st day of December, 1979,
and’acknowledged that they have read the same and are familjar with the
terms aud conditions therzof. The undersigned, also Lelng the owners
of the leasehold, royaity, or other interests in the lands or minerals
embraced in said Unit Area, as indicated on the schedule ttached 1o
sald Unit Agreement as Exhibit "3, do hereby concent thereto and ratify

a1l of the terms and provisions thereof, exactly the same as if the

undersigned had executed -he ori

"

izinal of o»a1d iinit Agreement or a countor-
part thereof.
IN WITNESS WHEREQF, :his instrument is executed Ly the

as of the date set forth in their respective acknowledgmenta.

TEXAS OIL & ﬁ#g CORP.,

A

Charrles L. Canf1e1d
Vice President

INDIVIDUAL ,5:

STATE OF }

)Ss.
COUNTY CF )
The fcregoing instrument was acknowledged before me this dov
Qf. ) ‘7! | G_Y -
My Commission Expires:
Egzary I'ablic
COKPORATE
STATE OF  TEXAS )
155,
COUNTY OF _ MIDLAND )
The foregoing instrument was acknowled sed before me this 17th day of
— December , 1979, by Charles L. Canfield ,
: ¥ice , President ofTexas Gi1 & Gas | - Delaware

corporation. on hehelf .f Laid corporation.
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CHNSENT AND RATIVICATION
SERPFNTINE BENDS UNTT ANREIMENT

FLDY COUNTY, NEW MiX1CO

The unde}signed, {vhether one or more) nerevy acknowledges receipt
of a copy of the Unit Agreement for the Development and Operation of
the Serpentine Bends Unit Area embracini; 1nnds situated in Eddy County,
New Mexice, which said Agreemen! is dated the 1st day of December, 1979,
and'acknowledged that they have read the same and are familiar with the
terms and cenditions ther=2of. The undersigned, also being the owners
of the leasehold, royalty, or other interes:s in the lands or minerals
embraced in said Unit Area. 23 indiculed on the schednle attachad ta
said Unit Agreement aé Exhibit "3", do hereby consent thereto and ratify
all of the terms and provisions thereof, exactly the same as if the
undersigned had executed the original of said Unit Azrcamenl or a counter-

part thereof.

TN hITNESS WHEREOF, <his instrument is executed by the undersigned

-----

as of the date set forth in their respective acknowledgments.

AzTEST. e “731-‘A YATES DRILLING COMPANY
ALl L - -
- ,/ .' ~7 o ,,—.?/ N ]
;555%;/<:;//2§:;//// By: ) S lj/‘“ZZQ
/”i\s‘ﬁistant Seérétary . Pregident
s BT /
INDIVIDUAL ré
STATE OF )
)85
COUNTY CF )

The foregoing instrument was acknowledged before me this day
of ) 197____‘ b)’

¥y Commission Fxpires:

iotary Public

CORPORATE
STATE OF NEW MEXICO )
' PRI
COUNTY OF EDDY )
The foregoing instrunent was acknowledged bzfor me thlq //éﬁday of
December , 1979, by ﬁ
YRy , President of YATES ORILLING coa&ﬁﬂ? a New Mexico
borpor%&;on on behalf of said corgpcration.
\ l i T A

Fy bo i551on Expires:

w "”_7 e g odo A fiotary Public
-~ R
‘ot TetLN

K ", . N




CONSENT AND RAILFICATION
SERPENTINE BENDS UMY ACKEEMEN

EDDY COUNTY, wew preico

The undersi ned, (whether one or more) horebs acknowlecdges receipt
g J g P

of a copy of the Unit Agrreement for the Development and Operation of

the Serpentine Bends linit Ara racing lauwds situated in Eddy County,

New Mexico, which said Agreement is dated the

1st day of Decemter, 1979,

and acknowledged that they have read the same and are familiar with the

terms and conditions thereof. The undersigned, alsc being thre owners

of the leasehold, royalty, or other interests in th

1€ lands or mirerals
¢ in said Unit Area, as indicated on the schedule attached to

said Unit Agreement as Exhibit "B", do hereby consent thereto and ratify

all of the terms and visions thereof, €Xactly the s=ame as if the

undersigned had executed the original of said Unit Agreement or a conntor.
pari thereot.
IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the date set forth in their respective acknowledgments.

- _ATTEST: ABO PETROLEUM CORPORATION
L S
. Fe /ﬂ P
' d:»,\'n AT ’-\lvm A_A \r:l;nnk/ . By: 74%/,7’//&
T Assistant Secretary rresident
’ r,C ("»t?. ]
OIS e
N INDIVIDUAL (;;\
STATE OF )
)ss.

COUNTY CF

The foregoing instrument was acknowledged %efsre me this day
; —_—
of 197 by

] 3

My Commission Expires:

liotary Putblic

CORPOFPATE

STATE OF NEW MEXICO )
: )8S.
COUNTY OF EDDY )

The foregoing instruren: was acknowl ed;sed hefore thi ay of
o *’ —j;¥ggk
December v 1579, by — Zi Jﬁ %

Dy -

77777 » President oi ABO PETRULELM LORE’ORAT'ON”, a_New Mexico
ﬁﬁorgﬁfatlon, on behalf o: caigd corporation.
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CONSENT AND RATIFICATION
SERPENTINE BENDS UNIT AGRLFMENT

EDDY COUNYY, NeW HEXICO

The unde}signed' (uh.ther one or more) hereby acknowledges receipt
of & copy of ine Unit 2grsement for the Development and Operation of
the Serpentine Bends Unit Area embracing lands situated in Eddy County,
New Mexico, which said Agreement is dated the 1st day of Pecember, 1973,
and'acknowledged that ithey have read the same and are familiar with the
terms and conditions thereof. The undersigned, 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 schedule attached to
said Unit Agreement as Exhiibit "B", do hereby consent thereto and ratify
21} of the terms and provisiouns thereof. exactly the same as if the
unde ersigned had executed :he original of said Unit Agreement

ent or a counter-

IN WITNESS WHEREOF, :his instrument is executed by ihe ur derslgned

as of tle date set fortn .u incir resnective ackncwledements.
_ATTEST: MYCO INDUSTRIES,
3 ssls;?nt Secretary Presjdent

U,.; R
- 1 .
by s

-

e 1

STATE OF )
)88.
COUNTY CF )
The foregoing instriment was acknowledged before me this day
of R 197__| b:/

My Commission Expires:

Notary Public

CORPORATE

STATE OF __ NEW MEXICO

)
PR
Y
J

couMNTY CF EDDY

The foregoing instirurent was acknowledged before me thlqu_éfday of
December 2 1979, vy Faude LI \
, President of MYCO INDUSTRIES, INGT ., a New Mexicao
‘cogpprgtxon. on behalf o said corporation.

N, e ‘

Atpy, (0loits

—— /ﬂi”C/j 1/ Hdtary Pn
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SERPENTHW. oMt el e

IR COVHTY SIRREREL S
The underu)*ned, (uhe ther ony or mor:! I RR nowledzes receipt
of a coPY cf the Unit m',x'c,cmem for \ne Capeingmen ana Opera'ion of
ER R ~itunted in Fiiy County.

< Unii Area cmLrac Nl

Ve st Aoy of DeceTber, 1979,

New Mexico, ¥ wnich said Aéxeemenf ig daled
and’acknowledged that they nave read the sune angd Aare {amiliar with the
terms and conditions thereof. The undersiyned‘ also belng tphe owners
of the 1easehold, royalty: or other ipterests in the lands ©OF minerals
on the schodule attached to

vonced iN caid Unit Arez, 85 jndicated
; . i thereto and ratify

said Unit Agreement a5 Exhibit npit | do nernby S

L

all of tne Lerme and provisions thereol, ¥ actly the same as if the
undersigned had executed tne origl inal of said Unit Agreement or a counter~

part tnerveof-
IN WITNESS WHEREQCYF, this spstrument ig exeuuv Lad by the dnussE a

pective ﬂcknowledgments.

t forth in their res

R —

as of the date se

' . e pae

NDIVIDGAL
STATE OF __7ex25 ) o’ /< A
A )5S
cOuNTY OF ,,Q >n )
7’11 day

g 1nstrument was ach Swlodced pefore mé this 7/

972 WW,
)

o Tqé;ioregoin
IR Py

STATE OF _
i )SS.
COUNTY OF _)
The foregoing instrument vias acknowledged pefore mé this day of
///-______, 157 ___a by S
President of , A e
corporation. on venalf of said corporation.
My Commission Expir:s:
o ary Tolie

e

-




COHBNT AND RATHETCATTON
GEWPENCINE BENPD IMIED RNy

Y
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The undeéaipnod, (wi ther one or rare) brreby acknowleuges receipt
of a copy of the Unit Apreement for tne Jev Jopment and Cperation of
the Serpentine Bends Unii Aren embrariny iank. sitaated in Eddy County,
New Mexico, which said Agreement g dated the ist dav of December, 1979,
and'acknowledged that they have read the nnme nnd are familiar with the
terms and conditions thereat. The undersigned, also being the owners
of the leasehold, royalty, or other intaresis in ihe lands or minerals
emvraced in said Unit Arcs, as indicaled on the schedule attached to

-

sald Unit Agreement as Exhibit "L"™, do hereby consent thereto and ratify

o+

all of the terms and provisicns thereofl, exsclly the same as if the

undersigned had executed the original ot =nid Uil Agreement or o counter-
part thceieui.
IN WITNESS WHEREOF, this inastrument is execu'ed by the -indersigned

as of the date set forth in their respective acknowledgments.

A. LANSDALE b)

are OF CALIFORNIA

COUNTY COF ORANGE

The foregoirg instrument was acknowledged before me this 18 day

of _December s 1979 , by A, LANSDALE .

My Commission Expires: :)2
Carey /ﬂbﬂ/,éﬂxﬂ

Notary Pyblic

; ) CrEFiCimt SEAL
CORPORATE MARY S. HUFFMAN
Notary Public - Colitornig
PRINCIPAL OFFICE IN
STATE OF ._~) CRANGE COUNTY
)85, pav EEMAISSION EXPIRES MARCH 30, 1981
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
4 197 A ] b)’ LY
Pr851dcnt of , 8
corporation, on kehqlf { said corporatiorn.

My Commission Fynires:




ot ETT ALD WA A TTON
CERPHIITINE BENDS VR AR EFNERT
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The undersirned, (whe ther onc or SPPRIP I POES oL o ncknowledged recciot

of a copy of the Unit Agreement for ‘ne Development and Operation of
the Serpentine Bends Unit Area embracing 1ands situated in Eddy County,
New Mexico, whicn said Agreement is dated the 1st day of December, 1979,
and’acknowledged that they have read the came and are familiar with the
terms and conditions thertof. The undersigned, s)so being the owners
of the leasehold, royalty, oOT other interests in the iands or minerals
embraced in said Unit Area, 85 indicated on the schedule attached to
said Unit Agreement aS Exhibit "B, do Lrreby consent iherato and ratify
all of the terms and provisions thereol, cxactly the s3ame as if the
undersigned had executed the original af esaid Unit Agreement or & counter-
part thereof.

IN WITNESS WHEREQOF, this instrument 18 syecuiea Oy the undersigned

as of 1T e dalke set forth in their respective acknowledgments.

INDIVIDUAL

7
Y e
STATE OF CALIFORNIA ) 0

18S.
COUNTY OF ORANGE )

A

The foregoing instrument was acknowledged before me this 18, day
— H hd A\YQ“ATA'F‘
of Necember , 1979, b¥ Ae LANSDAST .

e - ———

My Commission Expires:

Tolary Putfic

_________________________ﬂm_,_____

(S Ao ey

OFFICIAL SEAL
MARY S. HUFFMAN
Notary Fublic - Colitornia

rmr\m, AL OFFICE IN
pANGE CTUN NTY

CORPCRATE

STATE CF _

3. an 1981

i MY COMMESSION EXP!RE; MARCIE 25,
e i

S S

COUNTY OF _
The foregoing ipstrument was nckpow}edncd pefore me this dav of
__________________________ o 197 _ by - R
Precident of
corporatlon. on behali of said coryporal ton.

.a8_____

My Commission Expires:

_______.———-——.____—_——
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CONGENT AND RATIFICATION

SERPENTINE BENUS UHTD AGREREMENT

ELEY oOULRTY, NeW 11

The undersigned, {(whclher one or more) hureby acknowledges receipt

of a copy of the Unit Aprcement for ‘he 'velopment and Operation of

the Serpentine Bends Unit Area embracing ‘anic sitiated in Eddy County,
New Mexico, which said Agicemen! is dated the st day of December, 1979,
and’acknowledged that they have read the some and are familiar with the
terms and‘conditions thereof. The undersipned, also being the owners
of the leasehold, royalty, or other inierests in the lands or minerals
embraced in said Unit Arc: | 2= igdicaied on tne schedule attached to
said-Unlt Agreement as Exhibit "B", do hereby consent thnereto and ratify

s £ st
-~ [P P8 -

all of the terms and provisions iherect, exactly the same as i
undersigned had executcd the vuriginal o! said Unit Agreement or a counter-
part thereof.

IN WITNESS WHERECF, this instrument is executed by the undersigned

~
T

nowledgments.

3

as of the/da§e set forth in their respective

INDIVIDUAL Zﬂ/ﬂK.
STATE OF CALIFORNIA )

}S88S.
COUNTY OF ORANGE )

Ihe foregoirng instrument was acknowledged before me this 18 10 day

of__December . 1979, %y____A. LANSDALE :

My Commission Expires: y

%u/uuxz /W

Notary Pub%yé

OFFICIAL SEAL
QQBEQBAIE MARY S HLIFFAAANE
Notary Public - Californka
STATE OF ) FRINCIFAL CFFICE IN
1SS X ORANGE COUNTY
. MY COMMISSION EXPIRES MARCH 30, 1981
COUNTY OF )

The foregoing instrument was acknowledged before me this day of
197 by
) ! k] J

— —— — -1

, President of , a
corporatioa, on behalf of said corporation.

My Commission Fwpirceo:

\
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COHS BRI AND RA'TTI ORI On
SERPENTINE BWILS UHTD AGLEFMENT
:
' EDDY COUNPY, LEFwW MEXICO
- : ~
.- i The undersigned, (whether one or more) hereby ucknowledyes receipt
i 4 o .

’ cf a copy of the Unil fgreement for :he Dcvelojment and Operation of

the Serpentine Bends Unit Area embracineg innde situated in Eddy County,

New Mexico, which said Agreement is dated the 15t day of December, 1979,

and acknowledged that they have read thc vare and are familiar with the

terms and conditions thereof. The undersigned, also being the owners

of the leasehold, royalty, or other interests in the lands or minerals

embraced in said Unit Area, as indicaled on ive schedule attached to

-

said Unit Agreement as Exhibit "B, do hereby consent thereto and ratify

all cf the terms and provisions thereof, exactly the same as if the
undersigned had executed the original of said Unit Agreement or a counter-
part thereof.

IN WITNESS WHEREOF, this instrument is executed by the undersigned

as of the dale set forth in their respective acknowledgments.

STATE OF /’7/4/7' )

. JSS.
COUNTY OFSA L7 LA/

,:”" \\”_ G’;“?:_
The foreg01ng 1nstrument‘Ma§;ae—ﬂQi% G%sd before me this 7O __Gay
ANGERE 2 7 A2 T

N

L e
)R
7=

of ~ FF A , N33 Uy

My Commlssion mxplres:

S5 =r2 -yo

i timnn..

N

CORPORATE
STATE OF )
)SS.
COUNTY OF )
The foregoing instrument was acknowleiged vefore me this day cf
, 197 , by .
, Precident of , 8
corporation, on tehalf{ of =aid corporat.oun.
My UCommission Explres:
Domin -
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Commissioner of Riblic Lands

ALEX J. ARMIJO September 25, 1980

CCMMISSIONER P. O. BOX 1148

SANTA FE, NEW MEXICO

_ Randolph M. Richardson,III
b Attorney At Law @(7 %/ )

P. 0. Box 819
Roswell, New Mexica 8R201

Re: Serpentine Bends Unit
Eddy County, New Mexico

Dear Mr. Richardson,

The Commissioner of Fublic T.ands has this date approved the
Serpentine Bends Unit, Eddy County, New Mexico, which you submitted
on behalf of Yates Petroleum Corporation. Our approval is subect to
like approval by the United States Geological Survey. Also this
approval is given with the understanding that Section 33, "CONFLICT
OF SUPERVISION" must be left out of the agreement. Our Certificates
of Approval have been amended to reflect this part1CU1ar Article will
be eliminated from the agreement.

N el 1 AR NN, M»’ : M’»

On your Exhibit "B" please make the following changes:

TRACT 5, please sbow the assiguwent nomher right after
the lease no. (LG 291~1). The Lessee of Record is Texas
0il and Gas Corp instead of Yates Petroleum Corp.

5 /!.
. L ;
. R . k
Tk
F
>
4 7 i
e Lol IS UL PR

TRACT 5, the l.essee of Record is Yates Petroleum Corp. and
not Texas 0il & Gas Corp.
Enclosed are Five (5) Certificates of Approval. 'Please aotify
this office when the USGS gives their approval so that we may finish
piccessing same and establish the effective date.

Very truly yours,

ALEX J. ARMIJO
COMISEIONER OF PUBLIC LANDS

i BY:
i RAY D. GRAHAM, Director
; 0il and Gas Division
AJA/RDG/s
: encls.

ce: OCD~Santa Fe, New Mexico"”//-

USGS~Roswell, New Mexico
USGS-Albuquerque, New Mexico



s
, Unit Name OSERPENTINE BENDS UNIT- EXPLORATORY
. Operator  YATES PETROLEUM CORPORATION

Cournty EbLDY

DATE OCC CASE NO. 6780 EFFECTIVE TGTAL

APPROVED = OCC_ORDER NO,  B-£257 DATE ACREAGE STATE _FEDERAL INDIAN-FEE
— .

COMMISETONER COMMISS LON /7-3s. 30 4,801.78 1,280.00 3,521.78 -0~

9-25-80 1-16-60

UNIT AREA

TOWNSHIF 24 SOUTH, RANGE 23 EAST NMPM

Secticns 24:through 27: All
Section 34: All
Sectisn 15: N2

TOWNSHIP 24 SOUTH, RANGE 24 EAST, NMPM

Section 19: . All
Section 30: All

- N ot . el T e o
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b Unit Name SERPENTINE BENDS UNIT- EXPLORATORY e —

-~ i n «——

Uperator YATES PETROLEUM CORPORATION !

County EDDY |
SE W0, 6780 FRRROTIVE — TOTAL N SEGRECATTON :
\DER_NO. R-6251 _DATE ACREACE STATE FEDERAL INDIAN-FEE CLAUSE TERY ]
108 7-3e.%0 4,801,78 1,280.00 3,521.78 -0- Yes Syre.
l ¢
s

AST mMPM
all
ALl
N/2

st A e e

M1 _
M1
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SERPENTINE BENDS UNIT-EXPLORATORY

- Unit Name
OPerator 1AL :'u&nvth
County Eddy
STATE LEASE INSTI~ RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP. RGE, SUBSECTION DATE ACRES NOT
- RATIFIED
S 1LG-2%1-1 D D &B 27 24S Z3E All 12-17-79 640.00 Texi:
6 1.G-2988 h b LR 26 2435 23E All 12-17-79 640,00 Yati

T A A

S g o e
oty T

S




Unit N SERPENTINE BENDS UNIT-EXPLORATORY
Operator TATES PETROLEUM CURPURATION

b County Eddy

IT- RATIFIED ACREAGE

[ON SEC. TWP. RGE . SUBSECTION DATE ACRES NOT

_ - RATIFIED LESSEE

&B 27 248 23E All 2:17-79 640.00 Texas O&G Corporation

&B 26 248 23E All 12-17-79 640.00 Yates Fei. Corporation

4
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STATE OF NEW MEXICO
ENERCY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO

3 January 1980

EXAMINER HEARING

e . ———.—-—.—_—._.-——-.-————...q-—_——.--—-_—-—.’.

IN THE MATTER OF:

o v}w W mm T

Richard L.

M £ R P O IR T PRt

Division:

For the Applicant:

n/vﬁa‘u-.’vp..—

Application of Yates Petrolieum Cor- CASE
poration for a unit agreement, BEAQQy £784
County, New Mexico.
Stamets
TRANSCRIPT OF HEARING
APPEARAN CES
For the 0il Conservation Ernest L. Padilla, ESQ.

Legal Counsel to the Divisdion
state Land Office Bldg.
Santa Fe, New Mexico 87501

Randolph M. Richardson, &54.
Roswell, New Mexico 88201



R LT et L

I NDEZX

JAMES T. MASOM

Direct Examination by Mr. Richardson

Applicant Exhibit One, Map
Applicant Exhibit Two, Plat
Applicant Exhibit Three, Map

Applicant Exhibit Four, Written Report

3
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MR. STAMETS: We'll call next Case 678C.

MR. PADILLA: Application of Yates Pet-

roleum Corporation for a unit agreement, Eddy County, New

Mexico.

- b -alis Wala Vol S LI TN e AT uX P - | —-
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Roswell, New Mexico, appearing on behalf of applicant.

MK. STAMETS: Do you have the same
witnesc?

MR. RICHARDSON: Same witness.

MR. STAMETS: The record will show that ]
this witness is sworn and gualified in this case. \

MR. RICHARDSON: And here again, a

Er- ey

copy of the unit agreement, wiicii 15 iadsntical tc the prior

case, Number 6779, has bheen submitted, and there is one para-
graph on page 17 which Graham requested be changed, which
has not heen changed in your copy, but you will be frurnished
an executed copy with the change in it. Somewhere towards
the bottom it states something will be approved by the super-
visor, and it was changed to insert that if on fee land it
will be approved by the Division,

MR. STAMETS: Check.

JAMES T. MASON
being called as a witness and having been previously sworn

upon his ocath, testified as follows, to-wit:
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DIRECT EXAMINATION
BY MR, RICHARDSON:

0. Mr., Mascn, are you familiar with the
Serpentine Bends Unit Area and the matters contained in the
application to the Examiner for approval of the unit agreement?

A Yes, sir.

0 Is the form of unit agreement prescribed
by Federal regulations and as recently approved Ly iLhe Com—
missioner of Public Lands?

A Yes, sir,

0. Has the unit area been designated by
the United States Geological Survey as an area logically
suitallic £or deovelonment under a unit plan of operation?

A Yeé, sir.

Q Pardon me, let me back up. I didn't
hand you a geological report.

MR. STAMETS: All right.
MR. RICHARDSON: I have now handed the
Examiner the geological report.

0. Let's see. Could ycu please tell the
Examiner the tntal number of acres within the unit area and
the number and percentages of acreage of Federal, State, and
patented lands?

A The total acreage within this unit is

by h i g id Bl g
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. : sea? 4,801.68 acres. Percentage Federal lands is 73.34 percent,

: or 3,521.68 acres. The State lands comprise 26.66 percent
of the unit, or 1,280 acres.

Q Would you please tell the Examiner the

township and the range in which the unit is located and the

approximate distance in location with reference to the nearest

foa

o

Ald e

A The unit is located in Township 24
Scuth, Ranges 23 East and 24 East. We're approximately 24
miles scuthwest of Carlsbad.

Q Would you please refer to the geological

vt 2 eARRar 80 o i S
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report, which has been introduced in this case as Exhibits

| One through Four, bound under one cover?

T o
Tt eeam

o
1

A Yes, sir, it was.
Q Would you please review the report
referring to the maps by name and number and indicating the

3 significance of such maps?

A Exhibit One is a regional index map

b s )

showing the location of the Serpentine Bends Unit relative

to regional features.

Wiy of i

Evxhihit+ Two «—- oh, something I should
note on Exhibit One is that this shows the southeastern out-

line to be Carlsbad Caverns National Park boundary.
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Exhibit Number Two is the land plat of
the Serpentine Bends Unit.

Exhibit Three is again a combination
structure and Isopach on the Lower Morrow and shows what we
believe to be a prcminent northerly trending nose, ncrth-
casterly trending nose, in this area.

Exhibit Four is the context of the
geological report, and outlines the'geological conditions
in the area and the reasons for forming the unit.

Q Could you please tell the Examiner
your conclusions as to the formations likely to be encountered
and considered prospective for production?
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potential in the Permian-Bone Springs—Victorio Peak lime,
which may reef up in the area.

In the Pennsylvanian we believe there
may be a possibility for Strawn or Atoka production, but
again, the primary objective of the unit will be the Morrow

Clastic section.

0 Would you please tell the Division the
projected depth and location of the initial test well?

A our initial test well we will drill
to 10,500 feet, penetrating the Morrow section in Township
54 -- I mean in Section 24, 1600 feet from the east line and

1320 feet from the south line.

M a s eieaneansens il A s cnesiiuninit Attt uiaei i et Eats A
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0. Townshup and Range?

A 23 South -~ I mean 23 East, I'm sorry,
24 South, 23 East.

0 Have the other working interest owners
within the unit area been contacted?

A Yes, sir.

0 In your opinion what percentage of the
working interest will be committed and what percentage of
the royalty will be committed?

A 100 percent of each.

0. In your opinion will the operation of
this area under the proposed unit plan of operation be in
the interest of conservation and prevention of waste?

A Yes, sir.

Q Will the different institutions of
the State, if any, receive their fair share of production,

if established?

a, Yes, sir.
4
43 In thes event of production will the

correlative rights of all parties to the unit agreement
be protected?
A Yes, sir.
MR. RICIARDSON: Now I'd like to move

that the geological report, Exhibits One through Four, he

I R o
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MR. STAMETS: The exhibits will be ad-
mitted.

Any guestions of the witness? He may ——

MR. RICHARDSON: I have a siatement
Tta 1ike to make.

MR. STAMETS: The witness may be ex-
cused and you may make your statement.

MR. RICHARDSON: This unit is a real,
real guestionable thing. Yates made application £or their
initial test well location in Section 4, and the BLM re-
jected it --— well, back up.

our original drilling date was December
31st, and Yates made application,io +he RTM to drill and it
turned out that this was in a wilderness area, one of the
rare two, supposedly~withdrawn, wilderness area, and the BIM
would not approve the location.

3o Yates has made application to the
BLM through the USGS for a suspension of the lease terms.

The lease was due to expire pecemier 315t rederal lease, and
it is hoped that the area will not be included in the wilder-
ness when they finally make their decision. Bui: the lease

will be suspended for, we hope, a short time, and apparently,

within the next, oh, 1I'd say a month or SO, the BLM should




,~¥v’ MM ]

PrETR ———

f£inish their examination or whatnot to determine if it is

wilderness, but there's a realvgood chance, and all the in-

formation we have is that the thing will not be declared

+ any of their stan-

wilderness because it really does nol £i

dards. I mean even back in '€4 law,. sO Wwe do very much want
to go ahead and get the unit approved and be ready to go
when they make a decisiecn as to what they're going to do.
MR. STAMETS: Very good.

o further, the case

will be taken under advisement.

(Hearing concluded.)
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: I, SALLY W. BOYD, a Certified Shorthand Reporter,
i
E 0O HERERY CERTIFY that the foregoing and attached Transcript
1 of Hearing before the Cil Conservation Division was reported
i by me; that the said transcript is a full, true, and correct
2 1
i record of *the hearing, prepared by me to the best of m
v & Y
~% ability from my noiss Lslken a2t the time of the hearing. ’
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,i Application of Yates Petroleum Cor- ) CREE
! poration for 2 unit acreement, Tady ) 6780
¢ County, New Mexico. )
J )
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~
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"E For the Oil Conservation Ernest L. Padilla, E8q.
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MR. STAILDTS: Ye'll call next Case 6780.
MR, PRADIILN: Aponlication of Yates Pet-
relcum Corporation for & unii agreament, Uddy County . Maw
Mexico.
¥R, RTCIUARDAOL:  Randolply M. Richardson,
Roswell, New Mexico, appearina on Lehalf of applicant.
MR, STANMIOTE: Do you have the same
witness?
MR. RICPAIDSOH: Same witness.
MR. STAMITS: The record will show that
thiz :14tne55 1s sworn and cualifisd in this case.
—~
— MR, RICIIAEDSCON: And here again, &
copy of the unit agreement, which is identical to the prior
case, Number 772, has keen subnitied, aind thers iz ona nara-
graph on page 17 which Graham reguested be changed, which
has not been changed in your copy, but you will be furnished
an exacuted copy with the change in it. Somewhere towards
the botton it states something will be approved by tle super-
visor, a2nd it was changed to insert that if on fee land it
will be approved by the Divisicn.
MR, ETANTTS:  Checl.
JATD L PLECY
-~

being called as a witcess and having fwon oraviouslv aworn

upon his oatn, testiilcd as IOollows, to-wit:

e

TN B
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DIRECT EXAMINATION

BY MR. RICEARDSON:

you familiar with the

Q. My . Mason, are

matters contained in the

serpeinting Rends Unit Arséa ans
application to the gxaminer for approval of the 'mit aqreement?

Re Y
o 1a the form of unit agreement prescribed
recently approved hv the Com~

“«

requlations ané¢ as

by Federal
missioner of public Lands?
)8 Yes. sir.
o] Bas the unit area been designated bY

o= Survey as an area 1ogically

the United States Geoloyi

¢ under a unit plan of operation?

table for developnen

sui
A Yes, sirT.
o pardon me., jet ma back up. 1 didn't
nand you a gcolcgiczl renort.
MR. STAMETS: All richt.
ed the

MR, RICHARDSON: T have now hand

pxaminer the geological report.
¢ Let's 3ce. Could ycu nlease tell the

otal nunber of acr

of acreage of Federal,

es within the unit a2re’ and

Examiner the t
ctate, and

the number and percentages

patented 1anés?
within this unit is

A The total acreade
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4,301.6% acres. Percentage Federal lanis is 73.34 percent,
or 3,521.68 acres. Thn State lands commrisae 20,66 percent

of the unit. or 1.289 acres.

O Wrould vou please tell the IDxariner the
townehin and vne range In «hHich (he wwnmit is located and the

approximate distance in leocation with referance to the nearest
town?

3 The unit Iis loca*ed in Township 24
South, Panges 23 East and 24 Fast. Ve're approrzinmately 24
miles southwest of Carlsbad.

n Would vou mlease refer to the geological
report, which hase been introduced in this case as Lxhibits

One through Four, bound under one cover?

as this report prapared by you?

:_ P - -l - & LR el
Q Would vou nlease review the report

referring to the maps bv name and rnurmber :znd indicating the
significance c¢f such mans?

A Cyxhibkit One is a regional index map
showing +the location of the Cernentine Zends Tnit relative

to regional features.

Trhikhie Two ~- oh, sorething T should
note ~n T:xhibit one is that this shows +he southoastern out-

line +~ ke Carlsbacd Caverns “T"aticnail
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Lanibit Mwber Twe is the land plat of
the Serpcntine Bends Unit.
iz Three is again a combination
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crroy and shows what we
pelieve to pbe a prominent nortierly treading nose, noeiih-
ecasterly trending nose, in this area.

Lxhilit Pour is the context of the
geological renjort, and ocutlin:s the gunlodgical conditions
in the area and the reasons for forming Lhe unit,

4! Con
your conclusicas as to tho formations 1170l
and considered prospective for nroduction?

A o helieve that thore may be some
potential in the Permian-Bone Sorings-Victorio Peak line,
tah 3~ mav resf um in +he area.

In the Pennsylvanian we lLelieve there
may be a nossikility for Strawm or Atoha production, but

again, the p n% the unit will e the lorrow
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Clastic section.

n Uanlad v pleasc soll the Division the
projectel deptr and lecation of tl:e initial test well?
R gur initizl test well we will 4rill

. e e s s s
to 10,570 feet, nepetratinc tho Morrowy zoctien in Townsihlp

-~ N, -~ o -~ S
24 -— T rean in Sectior 24, 1905 foot fyom tic cast line and
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will he aommitted and “hat nercentds? of
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ha ~omilttc??

- your oninion will the nperation of

der the pr0posed it »lan of oparation be in

-

tre interest of consarvation &nt prcvention nf waste?

th

411 the Al fferent institutlon: nf

receive their falr share of production,
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Vves, SIY

WE. rPICUATDECH: vaer TTQ 1ike to move
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at th2 ceoloqzcal report, rwhibits One Lhroug our, be
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CTUINITS . h bits will be ad-
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vy gucstions of tho witness? Jle may -
MR, DICHATDEQN: I Lawve n statement
I1'd like to nake,

YETY [aksatn ¥ 2 AY oV
i ;4;.'.,.}._'.-.‘:

The wiinoss may be ex-
cused and you may mrake your statcrent

MR, RICIATMDOOM: This unit is & real,
real questionable thing. Yates nade apnlication for their

initial teust well Iiorcaiiocn i Sertion 4, and the

Yo

M re~
jected it ~- well, back up.

Cur original drillisg Zdate was Decewex

.- . o . . .
Jist, aud Yatco made asnlication to the TLY o drill and it

turned out that this was in a wilderness area, one ¢f the

hdrawn, wilderncss area, and the BLM

So Yates has made application to the

BLM through the USGS for

N}
W

suspension ¢f the lease terms.

thie lease was due to enpire voosidicr Zlot. Federal lease, and

[ 28

t is hoped that the area will not be inciuded in the wilder-
ness when they finally nmalic their decision. But the lease
will be suspended for, we hepe, o short +ime, and apparently,

wizhin *l.e naxt, o, T'7 =32y a month or so, the BLM should

R
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e d £inish their examinatlon or wataot to cetermine if it is
wilderness, but there'=s 2 renl oond chance, and all the in-
: forration we have isg that t™e thiine will not he declared
:
§ wilderncss because it rcally ~o2s a0t ci¢ any of their stan-
’
"§ dards. I mean even bach in Y sc wo Jo very rmuch want
’1 +o go zhecad and ot the nnd!? approved and e ready to go
when they make a declsion as to what th.ey're going to do.

N vep ampMTe s Vor oo,
) r® ¢here is nothing further, the case
; will be taken under adviserent.
) (llearing concludaed.)}
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REPORTER'S CERTIFICATE

I, SALLY W. BOYD, a Certified Shorthand Reporter,
DO HEREBY CERTIFY that the foregoing and attached Transcript
of Hearing before the 0il Conservation Divigion was reported
by me; that the said transcript is a full, true, and correct
record of the hearing, prepared hvy me to the best of my

ability from my notes taken at the time of the hearinc.

r

Sally V. Boyd, C.S.R.

raby cerfify that the foreg?".ng I.s
e rocord of the proceauinds in

of Ccse NO. __,__.—J
19 y
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1 do be
a compleie t .
the Examiner hearing
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heard by me of_____——
, Examiner

[ ivizion
Oil Conservation Divisio
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ENERGY ANC MlNERALS DEPARTMENT
o CONSERVAT\ON DIVISION
O owon
uuumamwmucnmun
January 18, 1980 mOm 827-2434

Re:
- i ay. D-‘

Mr. randolph Richardson
attorney at Law
F. O. DOX cl.;
roswell: tiew MexicoO gBZ03 Applicant. ; - -
: ]
Yyates petroleun Coxr oration ]
pear Sir: ‘ :
gnclosed nerewith are two copies of the above-referenced %
nivision order recently entered in the subject case.
’-i

urs ver txu
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IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FPOR THE PURPOSE OF
CONSIDERING:

CASE NO, 6780
Order No, R-6251

APPLICATION OF YATES PETROLEUM
CORPORATION FOR APPROVAL OF THE
SERPENTINE BENDS UNIT AGREEMENT,
EDDY COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:
1

;é This cause came on for hearing at 9 a.m. on January 3, 1580,
ht Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this 16th day of January, 1980, the Division
ulrec:or, naving consicered the testimony, the record, and the
scommendations of the Examiner, and being fully advised in the
prenise-,

b

ﬁ FPINDS:

b

t (1) That due public nutice having been given as required
by law, the Division has jurisdiction of this cause and the
pungect mATTEr therect.

t :2; ~—at thw uryl:vaatt' Vadkaws an"‘ﬂ]ﬂlm t‘ornorafion. seeks
#pproval of the Serpentine Bends Unit Agreement covering 4801.78
scres, more or less, of State and Federal lands described as
Eollovn:

5»

i EDDY COUNTY, NEW MEXICO
TOWNSHIP 24 SOUTH, RANGE Z43 EAST, hmca
S8ections 24 through 27:1 ALl

Section 34: all

SBection 35: N/2

TOWNEHIP 24 SOUTH, RANGE 24 EABT, NMPM
Section 19: ALY

Section 303 Alil

P T T T e
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-de
case No, £780
Order No. R-6251

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

, (4) That approval cf the proposed unit agreement should
_ : promcte the prevention of waste and the protection of correlative
Y rights within the unit area.

IT IS THEREFORE ORDERED:

3 {i) That the Serpentine Bends Unit Agreement is hereby
;pproved.

(2) That the ?l& contained in said uani¢ agrsemant for ks

s devclo pment and operaticn of thé unit area is hereby approved in

T % principlt as a proper conservation measure; provided, however,

' that notwithstanding any of the provisions contained in said unit

Bunb e

LSS

&
W

T & e agreement, this approval shall not be considered as waiving or
S ; xelinquishinq, in any manner, any right. dutv. or coklizaticn
s which is now, or may hersaftar be, vested in the Division to
- = pupervise and control operations for the exploration and develop-~
i gpent of any lands committed to the unit and production of oil or

gas therefrom.

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

' axecuted original or exscutad counterpart of the unit agreement

3 within 30 days after the effective date thereof; that in the

; gvent of subsequent joinder by any party or expansion or contrac-
tion of the unit area, the unit operator shall file with the

: Pivision within 30 Asave thare=2i-: cGunierparts of the unit
- agreament reflecting the subscription of those interests having
A }joined or ratified.

N (4) That all plans of development and operation, all unit
particlpating areas and expansions and contractions thereof, and
‘all expansions or contractiona of the unit arez. shall ha aub-
mitted to tha Nivace-— 2 Lo 011 Conservation Division for
‘approval,

7o g o) By A 1 v

H (5) That this order =zhali Lheccwms «ffective upon the approval |
iof sald unit agreement by the Commissioner of Public Lands for :
the State of New Mexico and +he Dirzctsr of the United States i
'pBOLOQlC‘l Survey; that this order shall ¢erminztcz ipgso facte upon |
‘the termination of said unit agreement; and that the Tast unit i
‘ : operator shall notify the Division immediately in writing of such
’ ‘termination.

v
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SERPENTINE BENDS UNIT

EXHIBIT# 1

iEDDY COUNTY, NEW MEXICO
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GEOLOGICAL REPORT
PROPOSED SERPENTINE BENDS
EDDY COUNTY, NEW MEXICO

PURPOSE
The purpose of this report is to briefly summarize the

geological reasons for forming a seven and one-half section

Federal unit. A propocsed wilacat well in Section 25-T24S-R23E,

will be drilled to 10,500 feet to test the Morrow.

" LOCATION AND LAND

The proposed Serpentine Bends unit (Exhibit 1) is located
about 24 miles southwest of the city of Carlsbad, in Eddy County.

New Mexico. The unit takes its name ftrom the deepiy entrencica

meanders of the Sérpehtine.Bends section of Dark Canyon which
runs northeasterly through the outlined unit. The unit is
located in the rugged foothills of the Guadaiupe Mountains,

sust east of the Huapache Monocline. EPlevations within the unit
area range from % +5 5408. Access to the area will be

gained via the Dark Canyon Road which swings southwest from

State Highway 137.




The proposed unit area comprises seven and one-~half sections
{4801.78 acres). The unit (Exhibit 2) includes secticns 24, 25,
26, 27, 34, and the north half of 35 in T24S~R23E and sections
19 and 30 of T245-R24r. Carlsbad Caverns Nationa{ Park outlines
the south and eastern boundaries of the unit; Section 36-T24S-RZ23E

has been proposed for inclusion into the National Park.

GENERAL GEOLOGIC DISCUSSION

The Serpentine Bends Unit is lccéteﬂ along the eastern front
of the Huapache Monocline, which makes up the western margin of
the Permian Basin in Southeastern New Mexico. The Permian
Grayburg and Queen Formations, 6utcrop in the unit area and
approximately 12,800 feet of scdimentary rocks of Permian,
Fennsylvanian, Mississippian, Devonian, Silurian, Ordovician,
and Cambrian agez are present. A 10,500 foot wildcai in the
~unit should entirely penetrate the Morrow section and bottom in
Mississippian strata, thereby testing the most prospective part
of the stratigraphic column. Expeéted Lops zre as follows:

Delaware Limestone 1505’

Bone Spring Limestone 2953
Third Bone Spring,Saud 7186°
Wolfcamp. ’ 7505
Strawn _ 8540°
Atocka 9090"
Morrow 9749"'

Chester Shale (Mississippian)10327’
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?;) The primary location in the northeast corner of Ssection

25-T24S5-R23E is within the boundaries of a proposed wilderness

an alternate

area. Should the primary location be denied,

drillable 1ocatien is available on patented surface in the south-

east quarter of Section 19-T245-R24E. The alternate location 1is

about 400 feet structurally 1ow to the primary jocation and may

not be guite as desireable for this reason. Drilling depths are
abhount the same for both locations as structural differences are

" nearly offset by differences in elevation.

The primary objective is the MoOYrow Clastics interval.

include Pennsylvanian carbonates;, Strawn

Secondary objectives,

and Atoka Clastics, and a pcssible development of reefal facies

of the lower pPermian Vvictorio Peak carbonate;, equivalent to the

- sppcr Bone Spring limestone.
The unit area is located along the crest and souLhcact flank

of a prominent northeasterly threhding nose (Exhibit 3). Thick,

iean wsath eands are well developed along the southeast side of
this nose at Crooked Crock 2and Rock Tank gas fielas. snole-rich

facies dominate the northwest flank of the nose at Ccrooked Creek

and Reck mank and a similar depositlonal model is suggested for
the Serpentine Bends area. This model involves wave and

systems which favored the accumulation of s

£ wind-blown sand

gide of the nose, similar to accumulations ©O

along the jeeward side of hills today.
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GEOLOGICAL DISCUSSION CF UNIT AREA

Only one Morrow test has been drilled in the unit area;
the Inexco Dark Canyon State #1, Section 26-T24S-R23E, was drilled
to the Ordovician Fusselman (TD 10,380') and abandcned in 1974.
This well was locatgd in the low permeability facies developed

he nose asg discusce ahnove . Our Reservoir

3
- v

{L

Engineering Department has evaluated this well and concluded that
skin damage was present due to formation water-drill fluid
imcoﬁpatability and that the sands encountered by this well were
low permeability, but had favorable water saturations, and might

have been productive with proper stimulation.
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LOG ANALYSIS OF POTENTIALLY

?; fi ) BRODUCTIVE, LOW PERMEABILITY MORROW |
SANDS IN THE INEXCO #1 DARK CANYON STATE WELL ;
b ’ WATER %
DEPTH PRORSITY SATURATION REMARKS

9140-48 4.5 24 Low permeability, but
J; B potentially Hydrocarbon i
SR 9186-90 2 30 bearing |
: |
’ 9223-31 5.5 39 |

9284-97 4 G& Lower Morrow Sands, wet. ;
but may have potential |
9318-26 4 54 elsewhere in unit area ;
9348-52 2 ? '
L 9367-70 3 ?
& .
x~i A net sand insopach has been constructed for the Morrow based

on available well log data and analogy between this area and the

crooked creek and rock tank fields. The map (Exhibit 3) shows ar

%E}‘ increase in clean sand within the unit outline.

SUMMARY AND CONCLUS IONS

22logical man. Exhibit "3", (in pocket), is a combined map

showing Lower Morrow structure and total Morrow thickness In order

to highlight, and clearly cdistinguish between the two sets of contours,
the interval between 40' and 50' on the Morrow sand insopach was color-
ed yellow., The yellow coloration snould enahle the viewer to more
easily follow the Morrow isopach contours. Such yellow coloraticn
also shows, to some extent, the northeast-southwest trending nose be-

tween this Serpentine Bends Unit Area and the Croocked Creek and Rock

Tank gas fields.

The unit area is located on trend with the Crooked Creek and Rock

zs £isldz and is bhelieved to be geologically analogous to these

L R




The depositional model for the unit area involves the ac-

southeast side of the Crooked

cumulation of clean sands along the

e Y
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pock Tank Nose.

A -
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In conclusion, the seven and one-half section unit outline

e locations exclusive of National

includes all drillable, prospectiv

- - ™on r
- e g -

posed Park lands; and geo

to justify the formation ot the Serpentine Bends Unit as proposed.

~
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park lands and pro

1ndes all full sections of land, (640. 00 acres),

The Unit outline, inc
as are cut by the g80' Morrow isopach contour, with the exception,
as mentioned,-bf those lands lying within the Carlsbad Caverns Nation-

al park.
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RANDOLPH M. RICHARDSON
OIL AND GAS LAND ANU UNIT CONSULTANT
FEDERAL - STATE - FEE
P. D. BOX B19

R D%EcLeL-bNeEi{V g!f)(.i%g azol

OFFICE 505 622-88101
HOME 505 622-7985

In Re: Serpentine Bends Unit and
Pronghorn Unit, Eddy and Lea
Counties, N. M.

Oil Conservaiion Division o | g0
Dept. Bnergy & HMineralis P4 L /7
P. O. Box 2088 Sl

Santa Fe, Nex Mexico 87501

Gentlemsn,
On behelf of Yates Petroleum Corporation I am enclosing
Application for Approval and regquest for hearirg on two different

Units.

Serpentine Bends Unit is in Eddy County, whereas Pronghorn Ualt
is in Lea County.

My secretary had already typed the Application for the

Serpeniine Bemkn Unit when T Alaceversd that she had corrected

the Weading with reference tc the "Conservation Division", but
had not corrected ail of the body of the snstrument and you will
£ind reference to the “Commission”.

If you should consider this as a fatal error, please advise
and I shall have the Application retyped and corrected.

The Unit Agreement has been changed at the request of the
Land Gffice to refer to ths Division, and the current statutes.
— _ mi.a-8ow wam svanied ceriaii sddtsis=el mowera in accordance with

the 1976 Statuses.
Ne would appreciate both these units appearing on the same
Docket &s such would save considerable time and money.

Thank you, and pisass advizs if vyou need anything more oX if

sil is net in oxder.

1 understand that the first hearing date will be during
the first week of January, 1980,

. TN ey
S A ‘_"/,/‘;‘ 3 . S e
Rt \‘\ \ Yours)very truly, - /
. -~ SRTIVER L0 I (. %t"(‘x&/ R
Y \90':' . f\r:; ":‘1".\3"(':1:“‘ R. M. Richardson
cc: Yates oo oot
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pocketd 8 ard 3 e ten ativedy for januadry 6 and 30, 1930. M)pucations for nhear ing must
be giled 1east 72 4ays jn adv ne npear 10FR dates
DOCKET'. EXN"\XNER \W.’\B\“G - T'ﬂURSDA‘( - JMNM{Y 3, 198C
g AM. 7 o1t CONSE\WATIDS 1 o8 C NCE rROOM,
STATE LAND Q‘EFXCE. Yh\ll\,Dlﬂ(‘ A ME 1€0
_..—////— ; / —_—
The iolkowing cases Wil be feard pefore uic.‘.‘.::':r\ X Daniel S. Wutters Mtctnate E;:amincr:

ChSE 6710

/

CASE 6136:

CASE 6771

CASE 6172t

CASE (N EX

CASE 611h:

/

case 078

in the mattet of the pearind callcd

Y e 031 consery nsotaton O sts ot o™ [y pctmir_
'ﬁational ?ctcoleum conpany and 2} othe¥ intcrestcd artic ppe2 4 suow - use its well
No. cate 9095 feet )t arih 1 155 fe¢ ™ est 1ine crion N Tcz—mship
29 Rorths ge vests gan Countyy Hew M xice 14 1068 d ab:mdone i accoT
ace jch jyision” Gs) 4 plu gl pro xra
1n the matter e the O onse juis n 1 wn 0¢ o nsider
the ame nt s admd at rocedu the av? 3 of 311 ¢ jsting gas
rox 8 io nit auinat order o 6013 © i1t the app al 11 ¥ 11s 8 w
onshoY 34 uct welrls P xsu the Naturd & polricy ct 973 ¥ thout © i od pear ind
en ghov n suc pee! Vudded peie” ceiving pprovat:
A;{:lication of getty [o38 ompa®¥ a ﬁon-stat\datd gas P ation unity ounty Hexico:
Ap-plicant, o the Ahove—styled causes geeks approval of & 160—ac'ce a-std aard & catd
camptising, the w2 sufs ot sectio™ 31, Township ol Souths ge 3 Fasts th w/ 4 {4 i
ww/h ¢ sectio® 7 gh 25 S0 h, Ran&® 47 East Jalm gas POOL? to d dicated to & 11 to
b dr;,lled a dard cion nerect.
Avplicat ding ates vet oleu . ¢ comy sory P° ngs $34 county oy MexicOe
A 9lican the & e-stY z2 ks an crde poolinf, jincT rerests pakotd
gormat derly he S f cion 1l 4 pwitSt Norths o Wests ~pa pools
b dedicated ell tO j1led srandaTl cign ©8° on AlsO ons ed Wi
be st riilind and plet well 2 Ayt 1ocatio cos ey el 11 a8
actual perati 2 ost od char® E cyisiote 4 onsl wi e the d sxg.\xati
of avP 1zant rato of 11 d char £ ris jnvod¥ 1ing ald well:
plecat Southlan ROY y pany for compul s y ing, county Mexic
M)plicant, he @ ve styr 4 causé s & ¥ o 1iog 2 neral sate sts 0 ennsy
yania fo ion und! tl ¢ sect T ship 3 . agc sty a dicated
a wel ob dtﬂle;\ gandar jocati® nexeoit: 1s e consie z 411 © T st
drilliré mple ing a well all cati pe =°% herel as ell cLua serating
cost8 . charge® £ s\ sic o t oneide 1 be the ¢ ig,ﬂat.i £ pll ant 3
operd r O well od 1arge for ¥ javol 11ling id well:
App).ica of yie flartm X o unoTt 1ocati Ty (&:% ard :otati t, apptoval
1 11 drﬂ.li“g, oa COU Y X plu.an , im th ve—styled causes e coval a
1720-acT non-st aard ?F i uni o ing A A of crion O h gouthy Ra1BE
7 EAsTs IR e sw 24 . ns L, Seuths age Y7 ’ dedicd o hi
Fedctal jalmal o Well Lo nodoX atio o fee rom the orth an 60 fee
§to st £ gectio® pl,t?ﬂ: Tur e ¢indivk 4 11ing of i
11 i ﬂecessAL e ffect‘w vy ﬁiiciently drain Lot \;\ntr_ion o1 o ',‘Hscing $4Y) ion unit
nich canno igainc sring Wo T
(Continucd and Re'&vertiqed)
Applicat ) TV ‘:‘-'-f-*\“r.tion company gor VWO ard 82 roratio nif

cm:y—fu‘.a P ) 4 noﬂ—sta
s0TY pooli.ng, unoftho location, and appxow‘ af snfil

3 s
Jox we 1 (‘txllinp,, couonty wexico:

ko 14cants ip the above” sty ed causes s apP of 4U-aci® °nn~5';:.,f‘ d B ratio anit
ompris ng the ! sgf of , T wmship outh, age 37 . ¢ Tudh be
dedicat che aso Naturad G omp h ack Yo . P 1icant cks orde
puctint 1 minerd rercst he Jalm? 1 wnde 1yins 4 and SEf said
qection to tor® 5 120- cx randaf corat?® 3 dedicat o cll be dcillcd
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Examiner Hcarinpg - Thursday -~ January 3, 1980 Docket No, 1-80

CASE b767:

CASE 64387:

CASE 6732:

CASE 6775:

CASE 6776:

CASE 6777:
CASE 6778:

CASE 6745:

CASE 6779:

CASE 6780:

e s T r——

CASE 6781:

{Continued from December 12, 1979, Examiner Hcaring)

Application of Alpha Twenty-One Production Company for two non-standard gas proration units, unor-
thodox well iocation, and approval of infill drilling, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks approval of a 40-acre non-standard proration unit comprising the NW/4 NW/4
of Section 27, Township 25 South, Range 37 East, Jalmat Gas Pool, to be dedicated to El Paso

Natural Cas Ccmpany's Harrison Well No, 2, and also a 200-acre unit comprising the §/2 N/2 and NE/4
NW/4 of eald Section 27 to be dedicated to a well to be drilled at an unorthodox location 1930 feet
from the North line and 560 feet from the West line of Section 27. Applicant further sceks & find-
ing that the drilling of the latter wcll is necessary to effectively and efficiently drain that
portion of an existing proration unit which cannot be so drained by the existing well.

(Continued trom Ucrober 17, 1575, Examiner ilearing)

Application of El Paso Natural Gas Company for approval of infill drilling, Lea County, New Mexico.
Applicant, in the above-styled cause, sceks a waiver of existing well-spacing requirements and a
firding that the drilling of its Shell E State Com Well No. 2 located in Unit N of Section 6, Town-
ship 21 South, Range 36 East, Eumont Gas Pool, Lea County, New Mexico, is uccessary 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 Explorstion, Inc, for an unorthodox oil well location, Lea County, New
Mexico. Applicant, in the abovo-styled cause, seeks approval for the unorthodox location of its
Morton Solid State Unit Well No. 1 located 2156 feet trom the North line and 990 feet from the West
Yine of Section 4, Township 15 South, Range 34 Fast, Tres Papalotes-Penmnsylvanian Pool.

Application of Harvey E. Yates Company for a unit agreement, Lea County, New Mexico.
Applicant, in the above-styied cause, seeks approval for the Young Deep Unit Aree, comprising 2242
acres, more or less, of Federsl lands in Towmship 18 South, Range 32 East.

Avplication of Harvey E. Yates Company for an anorthodox gas well location, Lea County, New Mexico.
Applicant, in the above-stylad cause, seeks approval for the unorthodox location of its Young Deep
Unit Well No, 1, a Morrow test to be drilled 660 feet from the North and West lines of Section 10,
Township 18 South, Range 32 East, the W/2 of said Section 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 Well No. 2 located in Unit G of Section 22, Township 23 South, Range 27 East.

Application of Harvey E. Yates Company for an NGPA determination, zddy Couniy, new rieaxico,
Applicant, in the above-styled cause, seeks a pew onshore reservoir determination for its loco Hills
Welch Well No, 2 located in Unit N of Section 4, Township 18 South, Range 29 East,

(Continued from November 28, 1979, Examiner Hearing)

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

Applicant, in the above-styled cause, secks an order pooling all mineral interests in the Wolfcamp-
Pennsylvanian formations underlying the W/2 of Section 28, Township 23 South, Range 24 East, to be
dedicated to a well to be drilled at a standard location thereon., Alsoc to be considered will be

.the cost of driiling and completing said well and the allocation of the cost thereot 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.

Application of Yates Petioleum Corporation for a unit agreement, Lea County, New Mexico,
Applicant, in the above-styied cause, secks approval for the Promghorn Unit Ares, comprising 5,120
acres, more or iess, oi Siaie and Federal lauds in Townsuips 22 and 22 Scuth, Ranpge 33 East,

Application of Yates Petroleum Corporation for a unit agreement, Eddy County, New Mexico.
Applicant, in the above-styled cause, sceks approval for the Serpentine Bends Unit Area, comprising
4,802 acres, 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 cause, seeks approval for the unorthodox location of a
Morrow test well to be drilled 660 feet from the South linc and 1980 feet from the East line of
Section 1, Township 20 South, Range 28 East, the E/2 of said Section 1 to be dedicated to the well,
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Page 3 of

Examiner Hearing - Thuraday - January 3, 1980 Docket Ne, 1-80

CASE 6782:

CASE 6783:

CASE 6784:

CASE 6785:

Application of Incxco 01l Company for an exception to Order No. R-3221, Lea County, New Mexico.
Applicant, in the above-styled causc, seeks an exception to Order No. R-3221 to permit disposai of
produced brine into an unlined surface pit located in Unit M of Section 7, Township 19 South,
Range 33 East,

Application of McClellan 01l Corporation for an unorthodox oil well locatien, Chaves County, New
Mexico. Applicant, in the above-styled cause, secks 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 1é Soutrh, Range Z5 Easi, buable "L'"-Quicn Ascocizted Paanl, rhe WE/L NW/G
of said Section 24 to be dedicated to the well,

Application of Merrion & Bayless for a non-standard proration unit and ao unorihodua gas wéil loca
tion, San Juan County, New Mexico. Applicant, in the above-styled cause, secks approval for a 640-
acre non-standard gas proraticn unit comprising the W/2 of Section 18 and the W/2 of Section 19,
Township 32 MNorth, Range 14 West, Barker Creek-faradox Pool, to be dedicated co its Ute Well No. 7
at an uvnorthodox location 1685 feet from the South line and 3335 feet from the Zast line of said
Section 19,

In the alternative, applicant seeks an crder force pooling all >f said Section 19 to form a standard
640-acxe unit.

Application of The Harlow Corporation for compulsory pocling, Chaves Ccunty, New Mexico.

Applicant, in the above-styled cause, secks an order pooling all mineral interests in the San Andres
formation underlying the SW/4 SW/4 of Section 18, Township & South, Range 22 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 anl 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 invelved in drilling said well,
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BEFORE THE Q11 CONSERVATION DIVIZTON
ENERGY AND MiNERALS lFPA PR

ETATE OF NFW MEXICO
LY D ke W sl Vida LYRRY

APPLICATION FOR APPROVAL, O
THE SERPENTINE RENDS TNIT AGREHMENT .
FDDY COUNTY. NEW MFX!(O P [, 750

xico 0Oil Conservation Commission
[ PO AT Mo, Meoars o~ Reren
MaliLa 1T, ITT W Vit AL LY Uy AT

Comes il underaianed Yaton Peairalanm Coarvaration.,

. with offices at Artessa.
New Mexico and files h

erewith one (1) capy of *he proposed Unit Agreement for

the development and operaticn of the Serpentine Bends Unit Area, Eddy Connty,

New Mexico and hereby makes application for approval of said Unit Agreement as
provided by law, and in suppor! thereof states:

1. That the proposed Unit Area covered by snid Agreement embraces 4,801.78
acres of land, more or less, more particularly descrioced as follows:

T-24-5, R-22-5, N.M.P.M. TooL.S. R-2L_E N M_PM. ’?j,q%
Secs. 24,25.26,77; A1 Sec. 1927 All 2,55 2
- fad Y 4 '-4 )
Sec, 34: ALl Sec. 70; All 2 /“'zb
Sec. 35; Nk ol
¥
Eddy County, Hew Mexico !

2. That of the lands embraced within the nroposed Unit, 3,521.78 acres
are lands of the United States, being 73.34: of the Area and 1,280.00 acres are
State of New Mexico lands being 26.66% of the Area

3. That Applicant is informed and believes, and upon such information and
belief states, that the proposed unii arca covers all or :csta 1311y ail of

the geological feature involved, and that in the event cof a di ry of oi: and
gas thereon, that said Unit Agreement will permit the produ01ng area to be devel-

oped or operated in the interest of conservation and the prevention of waste of
the unitized substances.

L, That Yates Petroleum Corporation is designated as the Unit Operator in
said Unit Agreement, and, as such, is given authority under the terms thereof to
carry on all operations necessary for the development and operation of ine Unii
Area for o1l 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 suffi-
cient to penetrate the Mississippian Formation, but zpplicant is not cobligated to
drii:l said well in any event to a denth in excess of 10,000 feet.

5. That the applicant believes that in the event oill or gas is discovered in
paylng quantities on lands wiiliin ke Unli Arca, tha' lhe [leld ur area Cain G dé-
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 irterest of conservation of prevention of waste as
contemplated by the New Mexico 0il Conservation rules and regulations.
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7. That upon an order being entered by the N
mission approving said Unit Agreement, and aftsr a
Department of Interior, an approved copy will ve f
Conservation Commission.

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 Oil Conservation Division
as being in the interest of conservation and the prevention of waste. Applicant

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

DATED this 29th day of November, 1379.

. YADRS TLOLEHM CORPORATION
A N
R LI .
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‘ SUFORE THE 011, CONS

New Mexico 0il Ccservation Commission
canta Fe, New Mexico 87501

New Mexico &na 1::%- EEE-

SERVATION Livision

s . R R .
ENFROY ALY MINWRAD D DUVRAL YD
STATE OF NEW MeX oo

APPLICATICN FOR APPROVAL OF
THE, SWRPENTINE RENDS UNIT AORFEMFHT
oy CQUNTY . NEW MITXTOO (07% O

Comes the undersigned Yatedo Petroleum Corporation; with offices at Artes A,
[1n co.._..irh oane (1) copy of the proposed Unit Agreement foT
the developmeni and operat ¢ the Serpentine BERAL Dol oTEG. Tady Countv.
New Mexico and hereby makes application for approval of said Umit Agrecment as
rt

5
provided by law, and in SUPPe ithereof states:

}

1. That the proposed Unit Area covered by said Agreement embraces h,801.?8
acres of land, mere or less, more particulariy described as follows:

p_ol.S, R-23-E, N.M.P.M. pool_5, k-2U-E, N.M.P.M.
Teos. 2k,05,00,27¢ A1l Sec. 19; Ald

Seo. 24y ALY Sec. ‘3 All

Sec. 39§ 7]

kddy County, New Mexico

2. That of the lands embraced within the proposed Unit, },521.78 acres

are iands of the Unitcd States; being 7%.34: of the frea and 1,280.00 acres are

Sgtate of New Mexico lands being 26 .66% of the Area.

3. ‘That Applicant ijs informed and believes, and upon such information and

velief states, that the proposed unit ares COVErS all or substantially all of

the geological feature invoived, and +nat in the event of a discovery of cil #nd
gas thereon, that said Unit Agreement will permit the producing aire€a to be devel-
oped or operated in the interest of conservation and the prevention of waste of

the unitized substances.

4, That Yates Petroleum Corporation 1s designated as the Unit Operator in
saié Unit Agreement, and, as such, is given authority under the terms thereof to
carry on 2ll 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 =2 deoth suffi-
cient to penetrate the Mississipplan Formation, but applicant is not obligated to
drill said well in any event to a depth in excess of 10,000 feet.

5. That the applicant velieves that in the event 0il or gas 1is discovered in

—ine aqnantities on lands within the Unit Area, that the field or area can be de-

paJ P =)
veloped more economically and efficiently under the terms of said Unit Agreement,
+hat

to the end that maximum recovery will pe obtained of unitized substances and thet
said Unit Agreement is in the interest of conservation of prevention of waste as
contemplated by the New Mexico 0i1l Conservation rules and regulations.

6. That Application for Approval of said Unit Agr: ..ent has been filed with

the Commissione: of Dunhlie Lands.

7. That upon an order belilg entcored by the New Mexico Uil Conserration Com-
al by the United Stated

mission approving said Unit Agreement, and asfter approv
Department of Interior, an approved copy will ve filed with the New Mexico O3l

Conservatisn Commission.
WHEREFORE, the undersigned applicant respectfully reguacts +hat a hearing be
held before an examiner on the matter of said Unit Agreement, and that upon sald

hearing, said Unit Agreement
in the interest of conservation and the prevention of waste. Applicant

25 peing *
respectfully requests that this mattier pbe heard at the first available hearing

following this date.

DATED this 29th day of November, 1979.

YATES PETRCLEUM CORPORATIC

pe approved by the New Mexico 0il Conservation Division

/%' 4/"’_22

Randolph M. Richardson, 111
Attorney At Law

i) {10

[ -~
. e LU ot

noswell, lNew Mexico 28201
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-‘rat\Ai'. Ol ln‘w AN

APPLICATION FOR APPROVAL OF
THE SERPENTINE BENDS URLIT AGREEMENT

H EDDY COUNTY, NEW MEXTCO a s »>5 0
-~ (_rdt
New Mexicc Oil Conservation Commiss.on
Santa Fe, New Mexico 87501
Comes the undersigned Yates Petroleum Corporation, with offices at Artes a,
New Mewica and files herewith ane {i) cooy of the wroussed Unit Awreement for

[ ; the developmeinl siud cpoialicn cf *ho Sarnentine Rends Unit Area. Eddy County,
liecation for approval of said Unit Agreement as

oot
ar a o PR
: New Mexico and hiereby males applic
L therecf states:

provided by law, and in suppor

1. That the proposed Unit Area covered by said Agreement embraces 4,801.78
acres of land, more or less, more particularly described as follows:

T_24-S, R-23-E, N.M P.M. T-24-S, R-2L-E, N.M.E.M.
; Secs. 2k,25,26,27; 41l Sec. 10; All
; Sec. 2Zh; All Sec. 20; Ali

Sec. 35; N

Eddy County, New Mexico

R
R E
-

2. That of the lands embraced within the proposea Unit, 3,521.78 acres
are lands of the United States, being 73%.34: of the Area and 1,280.00 acres are
o New Moxics lands being 26.66% of the Area.

State of
3. That Applicant is informed and believes, aand upon such information and
belief states, that the proposea unit area covers all or substantially all of

the geological feature involved, and that in the event of a discovery of oil and
gas thereon, that sald Unit Agreement will permit the producing area to be devel-
oped or operated in the interes* of conservation and the prevention of waste of
the unitized substances.

L, That Yates Petroleum Corporaticn is designal . as the Unit Operator in
said Unit Agreement, and, as such, is given authority under the terms thereof to
carry on all op~.rations necessary for the development and operation of the Unit
Area for oil and gas subject ‘o 2’1l applicable laws and regulations. That said
Unit Agreement provides fo: “he “rilling of an Initial Test Well tc a depth suffi-
cient to penetrate the Mississippian Formation, but applicant is not ohligated to
drill said well in any eveni to a depth in excess of 10,000 feet.

5. That the applicant believes that in the event oil or gas is discovered in
paying quantities on lands within the Unit Area, that the field or area cen be de-~
veloped more economically and elficiently under the terms ol 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
contemplated by the New Mexiro Uil Conservation rules and regulations.

6. That Application for Approval of said Unit Agreement has been filed with

the Commissioner of Public Lands.

7. That upon an order vviug catirsd by the Now Moxiecs 011 Conservaticn Com-
mission approving said Unit Agreement, and after approval by the United States
Department of Interior, an approved copy will be filed with the New Mexico 0Oil

Conservation Commission.

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 prevention of waste. Applicant
respectfully requests that this matter be heard at the first available hearing
tollowing this date.

P

DATED this 29th day of November, 1879G.
YATES PETRCLEUM CORPORAT'ION

‘a—f1¢;;:2522? -f

Randolph ™. Richardson, III
Attorneyv At Law 1
P. 0. Box 815

Poswell, New Mexico 88201
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Pursuant to the Authority vested b ‘i Ceevetary of Inlerior, under

il

the act approved February S8, 1920, b Dt 47, as amended, 30 U. s. C.

secs. 131, et neq., and delegated to the 0Oil and Gas Supervisors cf the

Geological Survey (23F.K. ¢812), 1 do hereby:

A. Approve the attached agreement for the development and operaticn

of the Serpentine Eends Unit Arca, State of

New Mexico County of kddy.

B. Certify and determine that the unit plan of development and op-

4
eration contempla'ed in the attached agreement is nscessary and advisable

in the public interest for the purpose¢ of more properly conserving the

natural ressources.

., Certify and determine that the drilling, producing, rental,

minimum royalty, and royalty requirements ot all Federal leases committec

to said agreement are hereby established, altered, changed, or revoked tc

conform with the terms ani conditions of this agreement.

Dil and Gas Supervisor, United States Geological Survey

Coptraci Wumber

e e

e
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UNIT AGFEERELT
FOR TH. DEVELOPMENT ALD UPERATION
OF THE
SERPFNTINE BELLG 101
COUNTY OF Kby
STATE OF NEW MEXI1CO

NO.

THIS AGREEMENT, entered into as of the 1St day of  December

]

1979, by and between the partiee subscribing, ratifying, or consenting hereto,
and herein referred to as the¢ '"parties hereto,"

WITNESSETH

0n

WHEREAS, the parties heretc are the owners of warking roy
0il and gas interests in the unit area subject to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U. S. C. Secs. 181 =t seq., authorizes Federal lessees and their re-
presentatives to unite with each other, or jointly or separately with others, in
collectively adopting and operating a cooperative or unit plan of development or
operation of any oil or gas poocl, field, cor like area. or any part therenf for
the purpose of more properly conserving the natural resourceec thereof whenever
determined and certified by the Secretary of the Interior to be necessary or ad-
visable in the public interestﬁ 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 cr approve this agreement on behalf of the State
of New Mexico, insofar as it covers and includes lands and minerel interest of
the State of New Mexico; and,

WHEREAS the Oil Conservation Division of the State of New Mexico Erergy and
Minerals Department is authorized by an Act of the Legislature (Chapters 70 and 71,
New Mexico Statutes 1978, Annctated)to approve this agreement ani the conservatibn

previsions hereof; and,

WHEREAS, the parties hereto hold sufficient interests in the

Serpentine Bends

HBnit Area coveriprg the land hereinafter

described to give rezsonably eflective contrcl of operations therein;
WHEREAS, it is the purpose of the parties hereto to conserve natnral re-
sources, prevent waste, and secure other benefits obtainable through developmernt

and operaticn of the area subjizct to this agreement under the terms. caonditians,

-1-

B




A

and limitations herein sel tforih;
NOwW, THEREFORE, in consilerution of ‘he jremices and the promices herein
contained, the parties hereto commit to this arreement thneir regpective interests

in the below-defined unit area, ond agreen severally among themselves as follows:

1. ENABLING ACT ANDL REGULATIONS. The “inernl Leasing Act of February, 25, 1920,

as amended, supla, and all valid pertinent resuiations, including operating and
unit plan rzgulations, heretofor~e iscued thercunder or valid, pertinent, and
reasonable regulations hereaftoer :ssued thercunder are accepted and made a part of
this agreement as to Federal lands, provided such regulations are not inconsistent

with the terms of this agreement; and as tc rnon-Federal lands, the oil and gas

; cperating regulations in effect as of the effective date hereof governing drilling

and producing operations, not jnconsistent with the -erms hereof or the laws of the

e { State in which the non-Federal land is located, are hereby sccepted and made a part

of this sgreenent. y

2. UNIT AREA. The following described land is hereby designated and recog-

UG SO AP TR

nized as constituting the unit area: .

T—2Q—S,VR-23—E, N.M.P.M. T-24-S, R-2h-E, N.M.P.M.
Secs. 214,25,26,27: All Sec. 19: A1l

Sec. 3h4: A1l Sec. %*: AW

Sec. 35: N%

Containing 4,801.78 acres, more or less

Eddy County, New Mexico

Exhibit "A" a%tached hereto is a map showing the unit area and the boundaries and

e indentity of tracts and leases in said area to the extent known to the Unit Operator.
S
R % Exhibit "B" attached hereto is a schedule showing to the extent known to the Unit
i
| Operator the acreage, percentage, and kind of ownership of oil and gas interests ' 3

% in all land in the unit area. However, nothing herein or in said schedule or map

i

shall te construed as a representation by any party hereto as to the cwnercship of

any interest other than such interest or interests as are shown in said mafp or
schedule as owned by such party. Exhibits "A" and "B" ghall be revised ty the Unit

Operator whencver changes in the unit area render such revision necessary when re-

R VP T RS I T N

quested by the Cil and & herainafter referred to as ""Supervisor." or

m

wher. requested by the Comnissioner of Publie Tands of the State of MNew Mevico,

T T
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hereinafter referrcd to as "lLand Commiessioner " rood not tess than Uive 19) copiesn

of the revised Ixhibits shall te filed with the Dopervicor and one (1) copy thore-
of shall he tiled with the [nnd Commiscioncr, and one (1) copy with the 0§l Con-
servation Divicion of tne [ow Mewico Frerpy ond Do o Department, hereinafter
referred to ac "Division.”

The above-~described unit area shall, whon tracticable  be expanded to inclade

therein any additional lands or shall be contracted to exclude lands whenever such
expansion or contraction is deemed to be neceusary or advisable to conform w.th the
purposes of this agreement. OGuch expansion or coniraction shall be effected in the
following manner:

(a) Unit Operator, on its own motion or on demand of the Director of the
Geological Survey, hereinafter referred to as '"Director," or on demand of the land
Commiesioner, after preliminary concurrence by the Direcior, chzall prevare a notice
of proposed expansion or contraction describing the contemplated changes in the
boundaries of the unit arvea, the reasons therefor, and the proposed effective date
thereof, preferably, the first day of a wmonth subseyuent to the date of notice.

(b} Said notice shall be delivered to the Supervisor, the Land Commissioner
and the State Division, and copies thereof mailed to the last known address of
each working-interest owner, lessee, and lescor whose irterests are affected, ad-
vising that thirty {(30) days will be aliowed for submission to the Unit Operator of
any obiections.

(¢) Upon expiration of the 30-day period provided in the preceding item
(v) hereof, Unit Operator shall file with the Supervisor, the Lard Commissioner,
and State Division, evidence of mailing of the notice of expansion or con-
traciion and =2 coov of any objections thereto which have been filed with Uni-z
Operator, together with an application in eufficient numver, for approval of
such expansion or contraction and with appropriate joinders.

(d) Afler due consideration of all pertinent information, the expansion or
contraction shall, upon approval bty the Supervisor, the Land Commissioner, aad State
Division, vecome effective as of the date prescrived in the notice thereof.

(e) All legal subdivisious of land { i.e., 40 acres by Government surv:y or
its nearest lot or tract equivalent; in instances of irregular surveys unusually
large lots or tracts shall be considered in multiples of 40 acres or the rearest
aliguot equivalent thereof), no parts of which are entitled to be in a participating
arca on or hefore the fifTth anniversary of the effective date of the first initial
participating area established under this unit agreement, shalli bc climinzted auto-
matically from this agreement, effeuiive 3 ¥ ~2id4 fifth anniversary, an¢ such lands

4
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f : shall no longer be a part of ti nil area o oo Toanper b subject o
é ¢ this agreem-ont, unl gs diligent drilliogy or oo 0 a0 in progvess on uriticed
| :
lands not cntiiled o parbiovpetonr onosad b sl rrary, o wlioh svent m1d
‘ % : . e ed e ] , - .
i ] such lands shall remain subject hereto for o0 o0 -0 rach drilling opersiions
g are continued diligently, with nol mere tiees 0 i’ time elapsing boetw on the
coempletion of one such well and the comepere- et 0 Ui next such well. A1l legal

subdivizions of lands not entitled to be in

ioipating area within 10 years
after the effective date of tne rfirct initisl pariicivating area approved under
this agreemoart shall be automatically elivin:t.0 rom thils agrrement as of caid
tenth anniversary. All lands proved product.ive oy diligent drilling oporations
after the aforesaid {ive-year period chell tooems pariicinnting in the same
manner as during said five-year period. How.ver, when such diligent driliing

icns cease, all non-participating landc chinll be automatically eliminated

effective as of the 91st day thereafter. Tiv unit operator shall within 30 days

after the effective date of any climinaticn v ronnder, describe the area so e¢li-
minated to the satisfaction of the Supcrvicor and the Land Comm:ssioner and
promptly notify all parties in interest.

If conditions warrant extension of the tonu-year period specified in thie
subsection 2 (e), a single extension of not to oxceoecd two years may be acconplishead
by consent of the owners of 9% ol Lhe working intoTicts in the current non-parti-
cipating unitized lands and the owners of €07 of thr basic royalty interests
(exclusive of the basic royalty interests of the Unit.d States) in non-participating
unitized lands with approval of the Directcr wund tznd Commissioner, providel such
extensicn zpplication is submitted to the [lirinter arnd the Land Cowmissioner not
later then 60 days prior to thie ¢zpiration oif caid ten-ycar period.

Any expansion of the unit ar<a pursnant to this section which embrac:s

lands theretofore eliminated pursuant to thin savuection 2 {e) shall nnt be con-

sidered automatic coemmitment or recommitment of such lands.

3. UNITIZED LAND AND ULITIZED SUBSTAICES. All land committed to this
agreement shall constitute lanc referrcd tc hercin as '"unitized land” or "land
subject to this agreement.' All oil and mac in »ny ard all formations of the
unitized land are unitized under the terms o0 tnin arreement ana hrrein are called
"unitized suusbtances.''

4, UNIT OPFRATUR. YATES PETRCITFUNM CurpGsxa TiGH
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agreet and consents 10 pccent the duties ant oblipations of lpit Op:rator .OT the
discovery, development, and production of unitized subsiances 0 herein provided.
whenever reference is made herein to the Unit Operator, such reference means the

Unit Operator aciimg in T renacity and not as an owner ol infteres in un . tized

cr

substances, and tue ¢

s}

i Muerking-interest owner'' when used Gl inelnde or
refer to Unit QOperator as the owner of a. WOTK1Ng jnterest when such an interest
is owned vy it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have the

right to resign at any time prior to the establ ishment of a participating area or
areas hereunder, but such resignation ghall not become effective sO 8B to release
Unit Cperater from the duties and obligations of Unit Operator and terminace Unit
Onerator's rights as such for a period of &iX (6) months after notice of intention
to resign has been served by Unit Operator on all working—interest owners and the
Supervisor and the Land Commissioner, and until all wells then ériiled hereuﬁder
are placed in a satisfactory conditions for suspension °F ahanéonment 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
appraved and shall have taken over and ascsumed the guties and obligations of Unit
Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner and subject to
1ike limitations as above provided at any time & participating area established
hereunder is in existence, but, in all instances or resignafinn or removal, until
a successor unit operator is selected and approved as hereinafter provided, the
working-interest owners shall be jointly responsible for performance of thz duties
of unit operaid¥, and shall not jater than 7 days vefore such resignation or reé-
moval becomes effective appoint = common agent to represent them in any action Lo
be taken hereunder.

The resignation of Unit Operator gshall not release Unit Operator from any
1iability for any default by it hereunder occurring prioTr to the effective date
of its resignation.

The Unit Operator may, 1ipon default or failure in the performance of its
duties or obligations nereunier, be subject to removal by the same percentage voie
of the owners of working interests as herein provided for the selection cf a nevw
Unit Opera®torT. Such removal shall pe effcctive 100N notice +shereof to the Supervisor

and the Land Comnissioner.
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The rerignation or romaval of Wit On revor Gnvder this apreonent shall

not terminate its right, title. or irntor 4 0o 1 ouner of a working interest or
otmer interest in unitized cubictaneoc ] Gt o 1o vesienalion OF teawval of Ontt
Operator heocoming of fective, such inii Op-rator 0l ediver pocooasion of @11

wells, equiprent, materiale, il appurtenances wood Sn conducting the unit opera-
tions to the new duly qualifi-« successor Unibt Op rator or Lo tiae common agent,

if no such new Unit Operator is elected, Lo be nwed for the purpose of coniducting
unit operaticns hereunder. ilothing herein ciinll bte conctrued as authorizing re-

moval of any material, equipment, and appurtenances needed for the preservation of

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Onera

po
-
2
3
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3
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or its resigrnation as Unit Operator or shali be removed as hereinabove provided,
or a change of Unit Operator is negotiated bty working-interest owners, the cwmers
of the working interests in the participating area or areas according to their re-
spective acreage interests in such participating arcs or areas, or until a parti-
cipating urea shall have been cstablished, the owners of the working interosis
according to their respective acreage interests in zll unitized land, shall by
majority vote select a successor Unit Operator: Provided, That, if a majority
but less than 75 per cent of the working intcrests gqualifisd to vote are owned by
one party to this agreement, a concurring vote of ore or more additional working
interest owners sha’l be required to select a new operator. Such selection shall
not become effective until

(a) a Unit Operator so selected shall accept in writing the duties and
responsibilities of Uuit Operator. and

iui SLAL] Nave heaon an

¢
'

¢
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roeved by the Supervisor and approved

If no successor Unit Operator is selected and qualified as herein provided,
the Director and the Land Commissioner, at their election, may declare this unit
agreement terminated.

7. ACCOUNTING PROVISIONS AND 'MIT OPLPATING AGREEMENT. If the Unit Uperator

is not the sole owner of workirg interests, costs, and sxpensez incurred by Unit
Operator in conducting unit operations hereund.r shall be paid and apporfioned
SMOnE ant ULorue UY Lhe uwaers of working intersstc, all in accordance with tre
agreement or agrocments onteres into oy and ooveeen the 1nit Operater and the

owners o working intorrsto, wibother one or core, separately or nollectively. Any

agrearent or agreements cntoroc into votwesr e working-irtorest owners snd the
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Unit Cperator a3 provided 'n this section. whuther one or more, uile€ herein roeferred

to as the 'unit operating agreement.“ Sach unit operating agreement shall also

e AR AR A

provide the manner 1n whichk the working-interest owners shall be entitled to re-
; : ceive theilr respective profortionaie and nlincated share of tne bvenefits accruing
hereto iu conformity with their underlying aperniing agreeme: 1pancar_ or other
independent contracts, and such other rights and otligations as petween Unit Operator

and the working-interest owners as may be agreed upon by Unit Operator and the

working—interest owners; however, 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 established under thie unit
agreement, and in case of any inconsistency or conflict between this unit agreement
and the unit operaiiiig agreement; this unit agreement shall govern. Three true
copies of any unit operating agreement executed pursuant 1O this sectieon should

ve filed with the Supervisor and one true Copy with tnhe Land Commissioner, prior to
approval of this unit agreement.

8. RIGHTS AND OBl IGATIONE OF UNIT CPERATOR. Except as otherwise specifically

provided werein, the exclusive right, privilege and duty of exercising any and all e

rights of the parties hereto which are necessary or convenient for prospecting for,
producing, storing, ailucating, and distributing the unitized substances are here-
by delegated to and shall bte exercised by the Unit Operator as herein provided.
Acceptable avidence of title to said rights shall be deposited with said Unit Opera-

tor and, together with ihis agreement. shall constitute and define the rights,

privileges, and obligations of Unit Operator. Nothing herein, however, shall bve
construed to transfer title to any land oT to any lease OT operating agreement,

it being undcroteed that under this agreement the Unit Operator, jn its capacity
ac Unit Operator, shall exercise the righte of pnssession and use vested in the

parties hereto only for the purposes herein specified.

9. DRILLING T0 DISCOVERY. Within six (6) nonths after the effective date

hereof, the Unit Operator shall begin to drill an adequate test well at & location

approved by the Supervisor, if on Federal land, or by the Land Commissioner, if on
State land, or by the Division if on fee land unless on such effective date a
well is veing drilled conformably with the terms hereof, and thereafter continue

such driliing diligently until the MISSI3SIPIAN (CHESTZR) FORMATION HAS LEEN

PENETRA LS Aliy All. BELE OF DENNSTLVANIAN 5GEVHAVE BEEN TESTED , or until at a

1esser depin upitized substances shall te discovered which can pe produced in paying
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quantities {to-wit: quantities sufficient to repny the costs »f drilling, complet-
ing and producing operations, with a reasonsble profit) or the Unit Operator shall,
at any time, establish to the satisfaction or the Supervisor it on Federal land, or

T

PR
TmEn A

wweinianionar 1€ on State lnnd ) or the Division if on Fee land that further

drilling of said well would oe unwarranted or impracticable; provided, howzver, that

Unit Operator shall not, iu any event, be renqiuired to drill said well to a depth

in excess of 10,000 ~ feet. Until the discovery of a deposit of unitized

substances capable of being produced in paying quantities, the Unit Operator shall
continue drilling diligently one well at a time, allowing not more than aix (6)
months between the completioa of one well and the beginning of the next well, until
a well capable of producing anitized substances in paying quantities is completed

to the satisfaclion of said Supervicer if it bhe on Federal land or of the Land

Commissioner if on State lani, or the Division if on fee land, or until it is rea-

sonably proved that the unitized land is incapable of producing unitized substances

in paying quantities in the formations drilled hereunder. Nothing in this section
shall be deemed to limit the right of the Unit Operator to resign as provided in
Section 5 hereof, or as requiring Unit Operator to commence or continue any
drilling during the pericd p2nding such resignation becoming effective in order to
comply with the requirements of this sectiorn. The Director and Land Commissioner
may modify the drilling recuirements of this section by granting reasonable exten-
sions of time when, in their opinion, such action is warranted.

Upon failure to commer.c.2 any well provided for in this section within the
time allowed, including any =xtension of time grunted by the Supervisor and the
Land Commissioner, this agreement will automatically terminate; upon failure to
rarntinue drilling diligently any well commenced hereunder, the Supervisor and the
Land Commissioner may, after 15-days notice to the Unit OUperator, declare Luis
unit agreement terminated.

1G. PLAN OF FURTHER DEVELCZHENT AND OPERATION. Within six (6) months after

compleation of a well capatle of producing unitized substances in paying quantities,
the Unit Operator shall sutmit for the approval of the Supervisor, the Lend
Commissioner, and State Division an acceptable plan of development and operation
for the unitized land whick, when approved by the Supervisor, the Land Commissioner,

and State Division, shall constitute the further drilling and operating obligations

of the Unit Operator under tris agreement for the period specified therein. Thereafte

from time to time before ittre expiration of zny cxicting nlan, the Unit Operator shall
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submit Ior ine approval of the Supervisor, the land Commissioner, erd State Division
a plan for an additional specificd period for the development and cperation of the
unitized land.

Any plan submitied pursuant tC 1h1s BeclLion snall provide [ur the eaplora.ioi
of the unitizec area and for the diligent drilling necessary for determination of
the area or areas therecf capable of producing uniticed substances in paying
quantities in each and every productive formation and shall be as complete and
adequate as the Supervisor, the lLand Commissioner, and State Division may determine
to be necessary for timely development and proper conservation of the oil and gas
reeources of the unltized airca and chall:

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

{(b) to the extent practicable specify the operating practices regarded as
necessary and advisable for proper conservation ¢f neturel resources. Sepsrate
plans may be submitted for separate productive zones, subtject to the approval of
the Supervisor, the Land Commissioner, and State Division.

Plans shall be modified or supplemented when necessary to meet changed conditions
or tu protect the interests of ail parties (o ithis apgse=enent. DReascnabls diligencs
shall be exercised in complying with the obligations of the approved plan of develop-
ment. The Supervisor and the Land Commissioner are aut

the six-month period herein prescribed for submission of an initial

extension oF
plan of development where such action is justified because of unusual conditions

or circumstances. After completion hereunder of a well capable of producing any
unitized substance in paying quantities, no Ifurther wslls, cxecpt such 2s may he
necersary to afford protection against operations not under this agreement and such
as may be specifically approved by the Supervisor, the Land Commissioner, and State
Division , shall be drilled except in accordance with a plan of development approved
as herein provided.

11. PARTICIPATION AFTER DISCOYERY. Upon completion of a well capable of pro-

ducing unitized substances in paying quantities or as soon thereafter as reguired by
the Supervisor, the Land Commissioner, or the State Division, the Unit Opera’or
shall submit for approval by the Supervisor, the Land Commissioner, and State
Division a schedule, based on subdivisions of the public-land survey or aliguot
parts thereof, of all land then regarded as reascnably proved to be productive in
paying quantities; all lands in sala scitedule oun appreval of the Sapervisor, the
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as of the date of completion of such well cor rhe effective date of this unit agreemen',

whichever is later. ‘lhe acreages of both Federa! snd non-tederal lanas shall be
based upon appropriate computations from the conreser and distances shown on the last

approved pubiic-land survey as ol e eiieCiive siair Ui il lailial pactacpati

®
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area. Saild scheduie snall alsc oo percentage of unitized substances to be
allocated as herein provided to each {ract in the participating area so established,
and shall govern the allocation of production commencing with the eoffective date
of the participating area. A separate participaiing area shall be estshlished for
each separate pool or devosit of unitized substances or for any group thereof which
is produced as a single pool or zone, and any two or more participating areas so
established may be combined into one, on approval of the Supervisor, the Land Commis-
sioner, and the State Division. \When production from two or more participating
ereas, so established, ié subsequently found to te from a common pcol or deposit
said participating areas shall be combined intc one, effective as of such appropriate
date as may be approved or prescribed by the Supervisor, the Land Commissioner, and
State Division. The participating area or arcas sc established shall be revised
from time to time, subject to like approval, to include additicnal land then regarded
as reasonably proved to be preductive in paying nuantities or necessary for unit
operations, or to exclude land tnen regarded as reasonably proved not to be productive
in paying gquantities and the schedule of allocation percentages shall be revised
accordingly. The effective date of any revision shall be the first of the month in
which is obtained the knowledge or information on which such revision is predicated,
provided, however, that a more appropriate effective date may be used if justified by
tha Ilnit Oneratar and annroved by the Supervisor, the Land Commissioner, and States
Divigion. No land shall be excluded from a pariicipating orss »n account of de-
pletion of the unitized substancess, except that any participating area established
under the provisions of this unit agreement shall terminate automatically vhenever all
completions in the formation on which the participating area is bvased are abandoned.

It is the intent of this section that a participating area shall represent the
area known or reascnably estimatsd 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 obtained prior to
the efifeciive datc of the revisisn of the participzting area.

In the absence of agreement at any time cvetween the init Operaor and ‘the
Surervisor, the Land Commissioner, and State Livigion as to ths proper definition

or redefinition of a participating area, or until a participating area has, or areas
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have, been es*tablished as proviied herein, the portion of all payments aftectsd
thereby shall be impounded in a manner muinnily sccentable to the owners of working

“

interests und the Supervisor and the land Commiscioner. Hoyailies due the mited
States shall be determinea oy tne Supervicur Iui 232ral landzs and the lond Tammias
sioner for the State lands and the amount tﬁnroof ehall be deposited, and dirzcted by
the Supervizor and the Land Commissioner, to be held as unearned money until a

participating area is finally approved and then avplied as earned or returned in

accordance with s determination of the sum dus a5 Federal and State royalty of the

o

asis of such approved participating area.

Whenever is is determined, subject to the approval of the Super;isor‘ th2 Land
Commissioner, and State Division that a well drilled under this agreement is ot
capable of production in paying quantities and inclusion of the land on whichi iv is
situated in a participating area is unwarrante=d, production from such well shall,
for the purposes of scttlement among .1 parties other than werking-interest owners,
be allocated to the land onm which the well is located unless such land is alr:ady
within ﬁhe participating area extablished for the pool or deposit from which such
production is obtained. Settlement for workirg interest benefits from such a well

shall be made as provided in the unit operating agreement.

12. LLOCATION OF PRODUCTION. All unitized substances produced frdm each

participating area extablished under this agreement, except any part thereof used in
conformity with good operating practices within the unitized area for drilling, opera-
ting, camp, and other production or development purposes, for repressuring or
recycling in accordance with a 9ian of development approved by the Supervisor, Land
Commissioner, and State Division, or unavéiﬁable losz, shall he deemed to be »ro-
duced equally on an acreage basis from the several tracts of unitized land ot the
participating area established for such production and, for the purpose of dezermining
any venefits accruing under this agreement, each such tract of unitized land shall have
allocated to it such percentage of said production as the number of acres of such
tract included in said participating area bears to the total acres of unitized

land in said participating area, except that allocation of producticn hereunder

for purposes other than for setZlement ¢f the royalty, overriding royalty, or

payment out of production obligations of the respective working-irterest owners,

shail be on the basis prescribed in the unit operating agreement wheilier 1ln cou-
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ot unitized cavetunees from s participasing area shall be
allocated as provided hercin regurdless of wivcher any wells are driiled on any
particular part of tract of cuid participating nren. It any gas produced from
LiTipatang erea 1u nsed Tor repressuring. or recycling purvoses in another
particlipaving area, the first gas withdrawn from such last-men'ioned pariiczipating
area for sale during the Llife of this agreement shall be considered to bte the gas
so transferred until an amount equal to that transferred shall be so produced for
sale and such gas shall te allocated to the participaling area from which initially

produced as such area was last defined at the time of such final productiona.

13. DEVELOPMENT OR OPESATION OF NON-PARTICIFPATING LAND OR FCRMATIONS. Any

party hereto owning or controlling the working initerest in any unitized land having
thereon a regulaf well location may with the approval of the Supervisor ani the

Land Commissioner, and the Division as to privately owned land, at such party’'s

sole risk, costs, and expensc, drill a well to test sny formation for which a
rarticipating area uas nol oeen established or to test any formation for which

a participating area has becsn established if such location is not within said
participating area, unless within 90 days of receipt of notice from said party of
his intention to drill ihe well the Unit Operator elects and commences to drill such
a well in like manner as other wells are drilled by the Unit Orerator under this
agreement.

If any well drilled as aforesaid by a working-intere

in

t cungr resulils Ln
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

iu acvordance with the terms of this agreement and the unit cperating
agreement.

If any well drilled as aforesaid by a working-interest owner obtains pro-
duction in quantities insufficient to justify the inclusion of the land upen 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 reguiremer.ts of
this agreement. The royalties in amount or value of production from any such well
shall be paid as specified in the underlying lease and agreements affected.

14, ROYALTY SETTLEMENT. The United States and any State and any royalty

owner who is entitled to take in kind a share of the substances now unitized here-
ter be entitled to the right to take in kind its share of the

unitized sucstances, and the Hnit Operutor, or ithe worring-intersst owner in case




of the operation of a well by i working-interest owner as herein provided for in

special cases, shall make deliveries of such royalty share takKen in kind in con-
formity with the applicable contracts, laws, ward regulations. Settlement for roy-
aity invercest not toaken in kind shall ne made ry warking-interost owneps responsihla

therefor under existing contrants, laws, and regulations, or by the Unit Operator,
on or before the last day of euch month for unitized substances produced during
the preceding calendar month; provided, however, that nothing herein contained
shall operate to relieve the lessees of any land from their respective lease obli-
gations for the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area hereunder, for use in repressuring, at}mulation of
production, ¢r increasing nltimate rceovery, 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 from any other parti-
cipating area and with appropriate deduction for loss from any cause, may be with-
drawn from the formation into vhich the gas is introduced, royalty free as to dry
gas, bgt not as to any products which may be extracted therefrom; provided that
such withdrawal shall be at such time as may be provided in the approved pian oi
operations or as may otherwise Uc consented to by the Supervisor ard the Land
Commissioner as conforming to good petroleum engineering practice; and provided
further, that such right of withdrawal shall terminate on the termination of this
unit agreemert.

Royalty due the United States shall be computed as provided in the operating
regulations end paid in value or delivered in kind as to all unitized substances
zn tho hasie Af the amnnnts thereof allocated to unitized Federal land as provided
herein at the rutes specified in the respective rFederal leases, Or al Such lower
rate or rates as may be authorized by law or regulation; provided, that for leases
on which the rcyalty rate depends on the daily average production per well, said
average prcduction shall be determined in accordance with the operating regu.ations
as though each participating area were a single consolidated lease.

Royalty due on account of State lands shall be computed and paid on the

basis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum rovalties due on leases comnitted

hereto shall be paid by working-interest own«rs responsible therefor under existing

contracts, laws, and regulatiorns, provided that nothing herein contained sha’l
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operate to relieve the lcssees of any land from thioir respective lease obligations
for the payment of any reatal or minimum royulty due under their leases. Rental
or minimum rcyalty for lands o! the United Stat.s subject to this agreement shall
be paid at the rate specified 'n the respective leases from the United States un-
less such rertal or minimum royralty is waived, suspended, or reduced by law or by
approval of the Secretary or his duly authorized representative.

Rentals on State of New Mexico lands subject to this agreement shsll be
paid at the rates specified in the respective lrases.

With respect to any lease on non-Federal land containing provisions which
would terminste such lease unlrsgs drilling operations are commenced upon the land
covered thereby within tne time therein specified or rentals are paid for the pri-
vilege of deferring such drill’'ng operations, the rentals required thereby shall,
nctwithstanding any other prov:sion of this agreement, be decemed to accrue and be-
come payable during the term thiereof 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 area.

16. CONSERVATION. Operations hereunder and production of unitized substances

shall be conducted to provide for the most economical 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 adeqguatr to prevent drainage of unitized
substances from unitized land by wells on land not subject tn this agreement.

18. LEASES AND CONTRACT: CONFORMED AND EXTENDED. The terms, conditioas,

drilling, development, or operation for o0il or gas on lands committed to this agree-
ment are hereby expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise to remain in full force and
effect; and the parties hereto hereby consent that the Secretary, as tc Federal
leases and the Land Commissioner, as to State leases, shall and each by his ap-
proval hereos, or by the approvsal hereof by his duly authorized representative,

does hereby establish, alter, change, cr revoke the drilling, producing, rental,
minimum royalty, and royalty rzquirements of Federal and State leases committed

hereto and the regulations in respect thercts tc conform caid reoguiremente o the

K3

provisions of this agreement, and without limiting the generality of the foregoing,
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al” leases, subleases, and ceon.racts are particninr:y modified ir accordance with

the fellowing:

(a) The development anl operation of Land. .mbjrct to this agreement under
the terms therof shall be deem:d full performance of all obligations for develop-
ment and operaition with Tuopet ta each and every separately owned tract subject
to this agreement, regardless of whether ther: is any development of any particu-
lar tract of the unit area.

(b) Drilling and producing operations pecformed hercundesr upon any tract
of unitized lands will be acczpted and deemed to be performed upen and for the
benefit of each and every trac® of unitized land, and no lease stall be deem2d to
expire by reason of failure to drill or produce wells situated or the land therein
cmhraced.

(¢) Suspension of drilling or producing operations on all unitized lands
pursuant to direction or consent of the Secfetary and the Land Commissioner, or
his duly authorized representazive, shall be deemed to constitute such suspension
pursuant to such directiocn or consent as to each and every tract of unitized land.
A suspension of drilling or producing operations limited to specified lands shall
be applicable only to such lands.

{(d) Each lease, sublease, or contract relating to the exploration, drilling,
development or operation for oil or gas of lands other than those of the United
States and State of New Mexico committed to this agreement, which, by its terms
might expire prior to the termination of this agreement, is hereby extended dceyond
any such terms so provided thereln so that it shall be continued in tull iorze aud
effect for and during the term of this agreement.

(e) 4ny 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 shall 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 sé
provided therein or by law as -o the land committed so long as such lease remains
sub ject hereto, provided that production is had in paying quantities under tais unit
agreement prior to the expiration date of the term of such lease, or in the =vent
actual drilling operations are commenced on unitized land, in accordance wita tke
provisions of this agreement, »rior to the end of the primary term of such l:ase

and are being diligently prosecuted at that time, such lease shall be extendzd for

two years and so long thereaft:r as oil or gas ic produced in paying quantities in
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accordance with the provisions of the Mineral l.easing Act Revisicn of 1960,
(f)} Each sublease or contrnet rolaling to the operation and development of
unitized substances from lands of the United States committed to this agreem:ent,

which by its terms would expirc prior to the time at which the undeilvine Jeneo

AR
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25 calendea by the immediately preceding paragrapn, will expire, is hereby extended

beyond any such term so provided therein so that it shall he cantinued in full force
and effect for and during the “erm of the underlying lease as such term is herein
extended.

(g) The segregation of any Federal Lease committed to this agreement is
governed by the following provision in the fourth paragraph of Sec. 17 (j) of the

Mineral Leasing Act. as amendsd Uy ine Act of September 2, 1960 (74 Stat. 781-784):

bracing lands that are in part within and in part outside of the area covered by
any such plar shall be segregzated intoc separate leases as to the lands committed

and the landc nst committed as of the effective date of unitization: Provided

however, that any such lease as to the nonunitized portion shall continue in force

and effect for the term thereof but for not less than two vears from the date of
such segregation and so long thereafter as ¢il or gas is produceé in paying ananti-

(n) In the event the Initial Test Well is commenced prior to the expiration
date of the shortest term State Lease within the Unit Area, any lease embracing
lands of the State of Mcw Mexkivo 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,

(i) Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, chall Le segregated as to the protion com-
mitted and the portion not committed, and the terms of such lease shall apply
separately to such segregated protions commencing as of the effective date hereof;
provided, however, notwitustanding any of the provisions of this sgrcemeunt to the
coutrary any lease embracing lands of the State of New Mexico having only a pertion
of its lands committed heretc shall continue ia full force and effect beyond the
term provided therein as to all lands embraced in such lease, if o0il or gas is dis-~
covered and is capable of being produced in paying quantities from some part of
the lands ewuraced in such lease at the expiration of the secondary term cf such
lease; or if, at the expiration of the secondary term, the leasee or the Unii Opera-
tor is then engaged in bona fide drilling or reworking operations on some part of

thie lauus embraced in such lease, the same as to all lands embraced therein, shail

-16-
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remain in tull torce and effect so long ar nurch operations are being diligently
prosecuted, and if they result in the production of 61l or gas; sald leuse s1all
continue in full force and eff.ct as to all of the lands embraced therein, s> long
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as in pasing quantitices iz being preduced trom any portion
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of said lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to be

covenants running with the lani with respe~t to the interest of the parties Mereto
and their successors in interest until this agreement terminates, and any grant,
transfer, or conveyance, or interest in land or lecases subject hereto shall be and
hereby is conditioned upon the assumption of 2all privileges and obligations 1ereunder
by the grantee, transferee, or other successor in interest. No assignment or trans-
fer of any working interest, royalty, or nther interest subject heretc shall be
binding upon Unit Operator until the first day of the calendar month after Uait
Operator is furnished with the original, photostatic, or certified copy of the
instrument of trausfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective uoon

approval by the Secretary and the Land Commissioner or his duly authorized r2pre-
sentative, and shall terminate five (5) years from said effective date unless

(a) such date of expiration is extended by *he Director and the Land Com-
missioner, or

(b) it is reasonably d:itermincd prior to t icn of the Tixed term
or any extension thereof that the unitized land is incapable of production of uni-
tized substances in paying quantities in the formations tested hereunder and after
notice of intention to terminaze the agreement on such ground 1s given by tn2 Unit
Operator to all parties in interesi al lhelr lasi Knowii addiesses, tié agreom
is terminated with the approval of the Supervisor and the Land Commissioner, or ‘f/

(c) a valuable discovery of unitized substances has been made or accapted
on unitized land during said initial term or any cxtension thereof, in which event
the agreement shall remain in ~ffect for such term and so long as unritized sibstances
are produced in quantities sufficient to pay for the cost of producing same from
wells on unitized land withir any participating area established hereunder aad,
should.production cease, sc long thereafter as diligent operations are in progress

for the restoration of production cor discovery of new producticn and so long there-

after as unitized substances s discovered are produced as aforesaid, or
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(d) it is terminated as heretofore provided in thie agreement. This agree-
ment may be terminated at any time by rot icun that 'S per cenfun, onh an asreage
basis, of *he working-interest owners signatory liereto, with the approval >f the

Supervisor and the land Commissioner; notice of any such approval to be given
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Unit Operator to all parties hereto.

21. RATE OF PROSPECTING DEVELOPMENT. AND PRODUCTION. The Director is

hereby vested with authority to alter or modify from time to time in his dascretion
the quanti®y and rate of proljuction under this agreement when such gquantity and

rate is not fixed pursuant to lederal or State lew or does not conform to any state-
wide voluntary conservation or allocation program, which is established, recognized,
and generally adhered to by “he majority of operators in such State, such authority
being hereby limited tc zlteration or modification in the public interest, the pur-
pose thereof and the public interest to be served thereby to be stated in :he order
of alteration or modification. Without regard to the foregoing, the Director is
also hereby vested with authority to alter or modify from time to time in his dis-
rcretion the rate of prospecting and develooment and the auantity and rate of pro-
duction under this agreement when such alteration or modification is in the interest
of attaining the conservation otjectives stated in this agreement and is not in
violation of any applicable T'ederal or State law; provided, further, that no euch
alteration or modification shall be effective as to any land of the State of

New Mexico, as Lo the rate of 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 agreemert as to the quantity
and rate of production 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 to be held not less that 15
days from notice.

22. APPEARANCES. Unit Operator shall, after notice to other parties affected,
have the right to appear for and on behalf of any and all interests affected hereby
before the Departm2nt of the Interior and the Commissioner of Public lands ana to
appeal from orders issued under 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.

27, NOTICES. All notices, demands, or statements required hereunder to be
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writing and personally delivered to the party or sent by postpaid registered or
certified mail, addiecssed ic such party or parties at their respective addresses

set forth in connection with the signatures hercto or to the ratification or con-
cant hereaf ar to such other address as any such party may have furnished in writing
to party seniing the notice, demand or statement.

24, NO WAIVER OF CERTAIN RIGHTS. HNothing in this agreemont contained shall

be construed as a waiver by any party hereto of the right to assert any legal or

constitutional right ov d=zfense a2s to the validity or invalidity of any law of the
State wherein said urnitized lands are located, or of the United States, 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.

Unit Operatcr 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 diligence, is prevented from
complying with such cbligations, in whole or in part, by strikes, acts of God,

Federal, State, or municipal law or agencies, unavoidable accidents, uncontrollable

or vther matters beyond the reasonable control of the Unit COperator whether similar
to matters herein enumerated or not. No unit obligation which is suspended under
this section shall become due less than thirty (30) days atter it nas been deici-
mined that the suspension is no longer applicable. Determinat;on of creditable
"Unavoidable Delay’ time shall be made ¢y the unit operator subject to apprcval of
the Supervisor and the Lana Cocmmissinner.

26. MNONDISCRIMINATION. Iu connecviuvu «ith the nerformance of work under

this agreement, the cperator agrees to comply with all the provisions of section
202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319), as amended,
which are hereby incorporated by reference in this agreement.

27. LOSS OF TITLE. In the event title to any tract of unitized land

shall fail and the true owner cannot be induced to join in this unit agreement,

such tract srall 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
thne louos uf such title. Tr the event of a dispute as to title as to any royalty,
working interest, or other Ilnitciesis subject thercto, payment or delivery on account
thereof may ve withheld withont liability for int-rzst until the dispule is finally

cottiad: mrovided. that, as to Federal and Otate Jland or leases, no paymente of
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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 the
State of New Mexico shall be deposited as directed by the Land Commissioner, to be
held as unearned money pending [ .nal settlenen’ of the title diopute, and then

Annliad ac Aanvnad AT yaturrnand 1 sy
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final cettlement.

Unit Operator as such is relieved from any responsibility for any detect
or failure of any title hereunde:r.

28. NON-COINDER AND SUBSEQUENT JOINDER. If the owner of any substantial

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

to this agreement, the owner of :he working interest in that tract may withdraw said
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 consenting to this agreement, and, if the interest is a working interest,
by the owner oif such interest also subscribing te the unit operating agreement.
After operations are commenced hereunder, the right of subsequent joinder, sas
provided in this section, by a working-interest owner is subjcct to such re
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
creat owncr must bhe consented te in writing by the working-interest owner

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

be committed to this unit unless the corresponding working interest is committed

at any time,

must be accompanied by appropriate joinder to the unit operating agreement, if more
than one committed working~-inter=st owner is involved, in order for the interest

to be regarded a5 committed to this unit agreement. Except as may otherwise herein

be provided, subsequent joinders to this agreement shall ve effective as of the

first day of the month following the filing with the Supervisor, the Land Commissioner,
and the State Division of duly executed counterparts of all or any papers

necessary tc establish effective commitment of any tract to this agreement unless
objection to such joinder is duly made within sixty (60) days by the Superviscr,

or the State Division; provided, however, that as to State lands all subsequent
joinders must be approved by the Commissiorer.

iaTal
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29. CO_(MER{‘AT{'TS. Thic mgreement moy Lo oxecuted in any nuber of (ounter~
parts no one of which needs t¢ L - oxecuted by 2} jarti- s or may Le sabtifics or
conegented to by separatse instrowent in o writiog cpocifically reforring hereto and
shall be binding upon all thore parties who hove oxecduon Luadhh & countorpart, rati-

fication, or consent hercto with the coame lfore. and efrect as if all such perties
had signed the same document ont regardless of wholher or not it is executed by all
other parties owning or claiming an intercst in the lands within the above-described
unit area.

70. SURRENBER. Nothing in this agr: ement cshall prohibit the exercise by any
working-interest owner of the right to surrendor vested in such party by any lease,
sublease, or operating agreement as to all or any part of the lands covered thereby,
provided that each party who will or might acquire such working interest by such
surrenger 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 o7 the unitizz2d sub-
stances, said party may forfeit such rights and further benefits from operation
hereunder as to said land to the party next in the chain of ititle who chall be and

become the owner of such working interest.

If, as the result of any such surrender or forfeiture, working intesrest rights

(54

become vesled in the fee owner of the unitized substances, such owner may:

(1) Accept those workisg-interests rights subject to this agreement and
the unit operating agreement; or

(2) LlLease the portion >f such land as is included in a participating area
established hereunder suvject tc thie agreement and the unit cperating agreement.

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

If the fee owner of the unitized substances does not accept the working-
interest rights subject to this agreement and the unit operating agreement oz lsasc,
such lands as above-provided within six (&) months after the surrendered or for-

feited working-interest rights become vested in the fee owner, thre benefits angd

obligations of operations accriing to such lands under this agreement and th» unit

operating agreement shall be 3lared by ihg romoining owners of uritized working
interests in accordance with their respectiv: w. «ing interest ownerships, and

=vnh Awmeras ar working icteres s onall commernoaie the Tae owner of uaitized ouu-
> -
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stances in such iando by paviig e equic o G rentals, miniman royaltics, and
royalties gpplicable 1o ©uch Tro ander L becue in o ffect when the lands vere
unitized.

1 An apiropriate account iy and cettlom nt chall be made, for all benefits

| : accruing to or

7=

aitd cupendilures maae o ancurrsd on behalf of such surren-

. dered or forteited working interest subsequent to the date of surrender or forfeiture,
ang¢ payment of any moncys found to be owing by such an accounting shall be mede as
between the parties within thirty (%0) days, 1In the event no unit operating agree-

ment is in existence and a mutvally acceptablce agreement between the proper parties

thereto cannct be consummated, the Supervisor may prescribe such reascnable znd

equitable agreement as he deems warranted under the circumstances.

The exercise of any right vested in a working-interest owner to resscign

such working interest toc the party from whom cbtained shall be subject to the same :
conditions as set forth in thi:s section in regard to the exercise of a right %o
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 producsd, gathered, and sold from

the land subject to this contract after the effective date of this agreement, or

upon the proceeds derived ther«from. The working-~interest owners on each trect

shall and may charge the proper proportion of said taxes to the royalty owners

~ry
ssaw

ests iu sald tract, ana may currently retain and deduct sufficiert of
the unitized substances or derivative products, or net proceeds thereof from the

allocated share of each royalty owner to secure reimbursement for the taxes =o paid.

N~ =~

No such Laxes snall be charged to the United States or the State of New Mexico or

to any lessor who has a contract with his lessor who has a contract with his less=ze

which requires the lessee to pay such taxes.

32. NO PARTNERSHIP. It is expressly agreed that the relation of the parties

hereto is that of independent contractors and nothing in this agreement contsined,
expressed, or implied, nor any oreratione ceonducted hereunder, shall create cr be
deemed to have created a partnership or association between the parties aereto or
any of them.

%%, CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working-

interest owners, nor any of them, chall be subject to any forfeiture, toerminstioan,

or expiration «f any right herrinder or under ony 163855 oY conbracits sunject hers

. - Llgs

e vy At s+ e e e




s or to any pena_ty or liability on account ¢V dciny or fuilure in whole or ir part
: to comply with any applicable provisions thercoi ta the cxtent that the saia Unit

. Upersior uir the woriing interc<t oswners. or any of them, are hindered, delmyed, o

prevented from complying therewith by reason o! tailure of the Unit Operator to

; : obtain, iua tho ciuercice of due diligence, the cuncurrence of proper represertatives
!

; .

' ; of the United States ana proupe: vcprocontativee o tne State of New Mexico in and

: { S _

3 g about any matters or things ccncerning which it ¢ regiired herein that such con-

currerice be obtained. The parties hereto, including the State Division, agree

. that all powers and authority vested in the State Division in and by any provi-

sions of this agreement are vested in the State Division and shall be exercised
by it pursuant to the provisions of the lawe of the ltate of New Mexico and subject

in any case to appeal or judiclal :seview &35 muy ucw or hereaftar he provided by the

J

laws of the State of New Mexico.

34, SURFACE AND ENVIRONMENTAL PROIECTION ZT1PULATIONS. th

-r L L 2 -
NOLNlng 1n Thad

agreement shall modify or change either the speciul Federal lease stipulatione re-
lating to surtace management or such special Federal Lease stipulations relating
to surface and envircnmental 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

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

ATTEST: YATES PETROLEUM CORPORATION : -
BY: BY:
Address:

STATE OF New Mexico )
) ss
COUNTY OF Chaves 3
The foregoing instrument was acknowledged before me this day of
» 197 , by who is

of Yates Petroleum Corporation, a New Mexico
(State of Incorp.)
corporation, for and on behalf of said Corporation.

My Commission Zxpires:

Hotary Public

dpm e g o
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~Division Director, having considered the testimony, the record,

. law, the Division has jurisdiction of this cause and the subject

' matter thereof,

um Corpouration ’
: seeks approval of the Serpentine Bends Unit Agreement
z F0/.78§ and
- covering 7 acres, more or less, of State/ Federal

—and-Fee- lands described as follows:

m ™ Y AEwm e
"-.".’.'."’ 0.. Hon MOALLU

ENERGY AND MINERALS DEPARIMENT
OIL CONSERVATION DIVISICN

e AL hihY \SL ad

IN THE MATTER OF THE HEARING |
) "‘I

CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PdRPOSE OF
CONSIDERING:
CASE NO, 6780 |
order No. AR-( 25/ |
N - ‘
'APPLICATION OF YATES PETROLEUM CORPORATION AR |
~ FOR APPROVAL OF THE __ SERPENTINE BENDS '
- i
UNIT AGREEMENT, EDDY COUNTY, NEW MEXICO. W/-{
P4 - ;
ORDER OF THE DIVISION d ,
|
!
BY a&AE DI‘\"ISIOI'; :
. |
This cause came on for hearing at 9 a.m. on January 3 v
.19 80 s at Santa Fe, New Mexico, before Examiner Ric g
NOW, on this day of January r 19 80 , the '

and the recommendations of the Examiner, and being fully advised
in the premises,
FINDS:

- (1) That due prblic notice having been given as required by

I e )] N m b L memeaT R o
L) L AEEA & L ¥8—1 nyy.l..h\.—au -y

__m%;__COUNTY. NEW MEXICO
I’—""""Ap AY Sou. &n,’c 2B Canyr— ,AMPAFYM
Sct,‘_a-.sﬂv D‘Z*F.A A7 RN

T‘bv- ‘?3{‘/‘-":;/‘/3‘ /?«-r‘._ AN Caur ¥~ L MA1P

s«j?”h /? s
/1 l?//

{3) Lnat ax; plans of development and operation and creations,

i
i

expansions. or contractions of participating areas or expansions
or contractions of the uni* area, should be submitted to the

tocr of the Division for approval.
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- agreement, this approval shall not be considered as waiving or

"relinquishing, in any manner, any right, duty, or obligation

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

{(4) That approval of the proposed unit agreement should
promote the prcvention of waste and the protection of correlative

rights within the unit area.

IT ¥S THEREFGRE GRDERED:

(1) That the Serpentine Bends Unit Agreement

i8 hereby approved.

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

principle as a proper conservaticn measure; provided, however,

that notwithstandinag any of the nrovieions containced in sald unii

. which is now, or may hereafter be, vested in the Division to

supervise and control operations for the exploration and - :velop—

" ment of any lands committed to the unit and production of oil or

. gas therefrom. !

1
{3) That the unit operator shall file with the Division an

i

. executed original or executed counterpart of the unit agreement

within 30 days after the effective ~-te thereof; that in the event

of subsequent joinder by any party or expansion or contraction of
j
the uillt erea, e unit operator shall file wiih he Division .
. |
within 30 days thereafter counterparts of the unit agreement :

' reflecting the subscription of those interests having joined or

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

participating areas and expansions and contractions thereof,’andfﬁ.‘

all expansions or contractions of the unit area, shall be
submitted to the Director of the 0il Conservation Division for 5

approval.

b

(5) That this order shall become effective upon the approval

of said unit agreement by the Commissioner of Public Lands for




P ]

: | Etate of New Mexico and the Director of the United States Geologi-
!
!

e

|
, cal Survey; that this order shall terminate ipso facto upon the !

R T P

i texmination of said unit agreement; and that the last unit Opeza-.
|
: tor shall notify the Division immediately in writing of such '

termination. %
|

e

-

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

A o ek AR -4

. |
entry of such further orders as the Division may deem necessary.

DONE at Santa Fa, New Mexico, on the day and year herein-

e

above designated.




