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MR. UTZ: Might cs well call Case 4518,

MR. HATCH: Case 4518, re-advertised.

Mr. Examiner, this was a case on the application
of American Quasar Petroleum Company of New Mexico for
& unit agreement and unorthodox gas well location, Lea
County, New Mexico, and thrcugh mistake of the Commission,
it was previously advertised only for unit agreement and
the part about the unorthodox location was left out.

The Commission has heard all the testimony
and an order has already been issued approving the unit
agreement part, and it was re-advertised to cover the
unorthodox gas well location,

If there's anyone here that would like to object
to it, why we would be glad to hear their testimony this
merning. If not, I'd suggest that an order be issued
on the testimony already received.

MR. UTZ: We have received testimony at the
last hearing on this case regarding the unorthodox location.
Is there anyone here that would like to make an appearance
in Case 4518%

Well, they have had their day. Case 4518 will be
taken under advisement, and this is really rot necessary, but

we'lll re-write an order approving the unstandard location.
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STATE OF NEW MEXICO )
COUNTY OF McKINLEY ) >
I, Jerry Martinez, Court Reporter in and for the
County of McKinley, State' of New Mexico, do hereby certify
that the foregoing and attached Transcript of Hearing before
the New Mexlico 0il Conservation Commission was reported by
me and that the same 1s a true and correct record of the said
proceedings, to the best of my knowledge, skill and ability.
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1 MR, ¥TZ: Might as well call Case 4514,

2 MR, HATCH: Case 4518, re-sdvertised.

3 Mr. Examiner, this was a case on the application
4| of American Quasar Petroleum Company of New Mexico for

5| a unit agreement and unorthodox gas well location, Lea

6 | County, New Mexico, and through mistake of the Commission,
7| it was previously advertised only for unit agreement and

8 | the part about the unorthodox location was left out.

9 The Commission has heard all the testimony

10 | and an order has already been issued approving the unit

dearnley-meier -

11 | agreement part, and it was re-advertised to cover the

12 | unorthodox gas well location.

13 If there's anyone here that would like to object
14| to it, why we would be glad to hear their testimony this

15 | morning. If not, I'd suggest that san order be issued

16 | on the testimony already received. |

17 MR, U?Z: We have received testimony at the

18 | 1ast hearing on this case regarding the unorthodox location.
19| Is there anyone here that would like to make an appearance
20 | in Case 45187

21 Well, they have had their day. Case 4518 will be

DE *OSITIONS, HEARINGS, STATEMENTS, EXPERY TESTIMONY, DAILY COPY, CONVENTIONS

22 | taken under advisement, and this is really not necessary, but

23 | we'll re-write an order approving the unstandard lacation,
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
VACA DRAW UNIT- AREA
COUNTY OF LEA
STATE OF NEW MEXICO

NG.

THIS AGREEMENT, entered into as of the 10th day of

March, 1971, by and between the parties subscribing, rati-

fying, or consenting hereto, and herein referred to as the
"parties hereto,"

WHEREAS, the parties hereto are the owners of working,
royalty, or other o0il and gas interests in the unit area subject
to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920,
41 Stat. 437, as amended, 30 U. 8. C. Secs. 181 et seq., author-
izes Federal lessees and their representatives to unite with
each other, or jointly or separately with others, in collec-
tively adopting and operating a ccoperative or unit plan of
development or operation of any oil or gas pool, field, or like
area, oxr any part thereof for the purpose of more properly con-
serving the natural resources therenf whenever determincd uand
certified by the Secretary of the Interior to be necessary or
zdvisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State
cf New Mexico is authorized by an Act of the Legislature {Sec.
7-11-39 N.M. Statutes 1953 Annotated) to consent to or approve
this agreement on behalf of the State of New Mexico, in so far
as it covers and includes lands and wmineral interests of the

State of New Mexico: and
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WHEREAS, the 0il Conservation Commission of the State
of New Mexico is authorized by an Act of the Legislature (Chapter
72, Laws of 1935, as amended by Chapter 193, Laws of 1937,

Chapter 166, Laws of 1941, and Chapter 168, Laws of 1949) to
approve this agreement and the conservation provisions hereof;
and

WHEREAS, the parties hereto hold sufficient interests in
the Vaca Draw Unit Area covering the land hereinafter described
to give reasonably effective control of operations therein; and

WHEREAS, it is the purpose ©of the parties hereto to
conserve natural resources, prevent waste, and secure other ben-
efits obtainable through development znd cperaticn of the area
subject to this agreement under the terms, conditions, and limita-
tions herein set forth;

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

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
February 25, 1920, as amended, supra, and all valid pertinent
regulations, including operating and unit plar regulations, here-
tofore issued thereunder or valid, pertinent, and reasonable
regulations hereafter issued thereunder are accepted and made a
part of this agreement as to Federal lands, provided such regula-
tions are not inconsistent with the terms of this agreement; and
as to State of New Mexico lands, the oil and gas operating requ-
lations in effect as of the effective date hereof governing
drilling and producing cperations, not inconsistent with the terms
hereof or the laws of the State of New Mexico are hercby accepted
and made a part of this agreement.

2. UNIT AREA. The area specified on the map attached hereto
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marked Exhibit "A" is hereby designated and recognized as consti-
tuting the unit area, containing 7,680 acres, more or less.

Exhibit "A" shows, in addition to the boundary of the unit
area, the boundaries and identity of tracts and leases in said
area to the extent known to the Unit Operator. Exhibit "B"
attached hereto is a schedule showing to the extent known to the
Unit Operator the acreage, percentage, and kind of ownership of
0il and gas interests in all land in the unit‘area. However,
nothing herein or in said schedule cr map shall be construed as a
representation by any party hereto as to the ownership of any
interest other than such interest or interests as are shown in
said map or schedule aé owned by such party. Exhibits "A" and "B"
shall be revised by the Unit Cpsrator whenever changes in the unit
area render such revision necessary, or when requested by the 0il
and Gas Supervisor, hereinafter referred to as "Supervisor®, or
when requested by the Commissicner of Public Lands of The State
of New Mexico, hereinafter referred to as "Land Commissioner", and
not less than five (5) copies of the revised exhibits shall be
filed with the Supervisor, and two (2) copies thereof shall be
filed with The Land Commissioner and one (1) copy with The New
Mexico 0il Conservation Comwmission, hereinafter referred to as
"Conservation Commission".

The above-deszribed unit area shall when practicable be
expanded to include therein any additional lands cr shall be con-
tracted to exclude lands whenever such expansion or contraction
is deemed to be necessarv or advisable to conform with the pur-
poses of this agreement. Such expancion or contraction shall be
effected in the following manner:

(a) Unit Operator, on its own motion or on demand of the
Director of the Geological Survey, hereinaflier referred to as

"Director", or on demana of The T.and Commissioner, but only after
/ 4
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preliminary concurrence by the Director and The Land Commis-
sioner, shall prepare a notice of proposed expansion or contrac-
tion describing the contemplated changes in the boundaries of
the unit area, the reasons therefor, and the propcsed effective
date thereof, preferably the first day of a month subsequent to
the date of notice.

{b) said notice shall be delivered to the Supervisor, the
Land Commissioner and the Conservation Commission and copies
thereof mailed to the last known address of each working interest
owner, lessee, and lessor whose interests are affected, advising
that 30 days will De allowed for submission to the Unit Operator
of any objections.

(c) Upon expiration of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the
Supervisor, Land Commissioner and Conservation Commission evi-
dence of mailing cf the notice of expaﬁsion or contraction and
a copy of any objections thereto which have been filed with the
Unit Operator, together with an application in sufficient rumber,
for approval of such expansion or contraction and with appro-
priate joinders.

{(d) After due consideration of all pertinent information,
the expansion or contraction shall, upon approval by the Super-
visor, the Land Commissioner and the Conservation Commission,
become effective as of the date prescribed in the notice thereof.

(e) All legal subdivisions of *endls (i.e., 40 acres by
Government survey or 1ts nearest lot or ftract equivalent; in
instances of irregular surveys unusually large lots or tracts
shall be considered in multiples of 40 acres or the nearest
aliguot equivalent thereof), no parts of which are entitled to
be in a participating area on or before the fifth anniversary of

the effective date of the first initial participating arca
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established under this unit agreement, shall be eliminated
automatically from this agreement, effective as of said fifth
anniversary, and such lands shall no longer be a part of the
unit area and shall no longer be subject to this agreement,
unless diligent drilling operations are in progress on unitized
lands not entitled to participation on said fifth anniversary,
in which event all such lands shall remain subject hereto for so
long as such drilling operations are continued diligently, with
not more than 90 days' time elapsing between the completion of
one such well and the commencement of the next such well. All
legal subdivisions of lands not entitled to be in a partici-
pating area within 10 years after the effective date of the
first initial participating area approved under this agreement
shall be automatically eliminated frowm this agreement as of
said tenth anniversary. All lands proved productive by dili-
gent drilling operations after the aforesaid 5-year period shall
become participating in the same manner as during said 5-year
period. However, when such diligent drilling operations cease,
all nonparticipating lands shall be autcmatically eliminated
effective as 0of the 91lst day thereafter. The unit operator
shall within 90 days after the effective date of any elimina-
tion hereunder, describe the area so eliminated to the satis-
faction of the Supervisor and the Land Commissiconecr and promptly
notify all parties in interest.

If conditions warrant extension of the 10-year period
specified in this subsection 2(e), a single extenstion of not
to exceed 2 years may be accomplished by consent of the owners
of 90% of the working intdrests in the current nonparticipating
unitized lands and the owners,of 60% of the basic royalty
interests (exclusive of the basic royalty interests of the

United States) in nonparticipating unitized lands with approval
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of the Director and the Land Commissioner, provided such exten-
sion application is submitted to the Director and the Land
Commissioner not later than 60 days prior to the expiration of
said lO-year period,

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

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land com-
mitted to this agreement shall constitute land referred to here-
in as "unitized land" or "land subject to this agreement". BAll
0oil and gas in any and all formations of the unitized land are
unitized under the terms of this agreement and herein are called
"unitized substances".

4. UNIT OPERATOR. American Quasar Petroleum

co. of New Mexico is
hereby designated as Unit Operator and by signature hereto as

Unit Operator agrees and consents to accept the duties and obli-
gations c¢f Unit Cperatcr for the discovery, development, and
production of unitized substances as herein provided. Whenever
reference is made herein to the Unit Operator, such reference
means the Unit Operator acting in that capacity and not as an
owner of interest in unitized substances, and the term "working
initerest owner" when used herein shall include or refer to Unit
Operator as the owner of a working interest when such an inter-
est is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Opera-
tor shall have the right to resign at any time prior to the
establishment of a participating area or areas hereunder, but
such resignation shall not becore cffective so as to release
Unit Operator from the duties and obligations of Unit Operator

and terminate Unit Operator's rights as such for a period of
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six months after notice of intention to resign has been served

by Unit Operator on all working interest owners, the Supervisor,
the Land Commissioner and Conservation Commission, and until all
wells then drilled hereunder are placed in a satisfactory condi-
tion for suspension or abandonment whichever is required by the
Supervisor as to Federal lands and by the Conservation Commission
as to State lands unless a new Unit Operator shall have been
selected and approved and shall have taken over and assuvmed the
duties and obligations of Unit Operator prior to the expiration
of saild period.

Unit Operator shall have the right to resign in like manner
ancd subject to like limitations as above provided at any time a
participating area established hereunder is 1n existence, but,
in all instances of resignation or removal, until a successor
unit cperator is selected and approved as hereinafter provided,
the working interest owners shall be jointly responsible for
performance oi the duties of unit operator, and shall not later
than 30 days before such resignation or removal becomes effective
appoint a common agent to represent them in any action to be
taken hereunder.

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

The Unit Operator may, upon default or failure in the per-
formance of its duties or okhligations hereunder, be subject to
remeoval by the same percentage vote of the owners of working
interests as hereln provided for the selection ot a new Unit
Operator. Such rzmoval shall be effective upon notice thereof
to the Supervisor and The Land Commissioner,

The resignation or rewoval of Unit Operator under this

agreement shall not terminatce its right, titie, or interest as
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the owner of a working interest or other interest in unitized
substances, but upon the resignation or removal of Unit Operator
becoming effective, such Unit Operator shall deliver possession
of all wells, equipment, materials, and appurtenances used in
conducting the unit operati;ns to the new duly qualified succes-
sor Unit Operator or to the common agent, if no such new Unit
Operator is elected, to be used for the purpose of conducting
unit operations hereunder. Nothing herein shall be construed as
authorizing removal of any material, equipment and appurtenances
needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator
shall tender his or its resignation as Unit Operator or shall be
removed as hereinabove provided, or a change of Unit Operator
is negotiated by working interest owners, the owners of the
working interests in the participating area or areas according
to their respective acreage interests in such participating area
or areas, or, until a participating area shall have been estab-
lished, the owners of the working interests according to their
respective acreage interests in all unitized land, shall by
majority vote select a successor Unit Operator: Provided, That,
1f a majority but less than 75 per cent of the working interests
gqualified to vote are owned by one party to this agreement, a
concurrinag vote of one or more additional working interest owners
shall be required to select a new operator. Such selection shall
not becowme effective until

(a) a Unit Operator so selected shall accept in writing
the duties and responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Super-
visor and the Land Commissioner.

If no successor Unit Operator is selected and qualified as

herein provided, the Director and the Land Commissioner at their
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election may declare thisg unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If
the Unit Operator is not the sole owner of working interests,
costs and expenses incurred by Unit Operator in conducting unit
operations hereunder shall be paid and apportioned among and
borne by the owners of working interests, all in accordance with
the agreement or agreements entered into by and between the Unit
Jperator and the owners of working interests, whether one or more,
separately or collectively. Any agreement cor agreements entered
into between the working interest owners and the Unit Operator as
provided in this section, whether one or more, are herein re-
ferred to as the "“unit operating agreement". Such unit operating
agreement shall also provide the manner in which the working
interest owners shall be entitled to receive their respective
proportionate and allocated share of the benefits accruing heréto
in conformity with their underlying operating agreements, leases,
or other independent contracts, and such other rights and obliga-
tions as between Unit Operator and the working interest owners as
may ke agreed upon by Unit Operator and the working interest
owners; however, no such unit operating agreement shall be deemed
either to modify any ¢f the terwms and conditions of this unit
agreement or to relieve the Unit Operator of any right or obliga-
ticn established under this unit agreemeni, and in case of any
inconsistency or conflict between this unit agreement and the
unit operating agreement, this unit agreement shall govern. Three

S N 3 “ < - N v i PN
true ccpies 0L any unilt operatin

)

Q

agrecnent executed pursuant to

U

this section should be filed with the Supervisor and one (1) true
copy with the Land Commissioner, prior to approval of this unit
agreement.

8. RIGHTS AND OBLIGATIONS (I’ UNIT OPERATOR. Except as

otherwilise specifically provided herein, the exclusive right,
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privilege, and duty of exercising any and all rights of the par-
ties hereto which are necessary or convenient for prospecting for,
producing, storing, allocating, and distributing the unitized
substances are hereby delegated to and shall be exercised by the
Unit Operator as herein provided. Acceptable evidence of title
to said rights shall be deposited with said Unit Operator and,
together with this agreement, shall constitute and define the
rights, privileges, and obligations of Unit Operator. Nothing
herein, however, shall be construed to transfer title to any land
or to any lease or operating agreement, it being understood that
under this agreement the Unit Operator, in its capacity as Unit
Operator, shall exercise the rights of possession and use vested
in the parties hereto only for the purposes herein specitfied.

©. DRILLING TOC DISCOVERY. Within & months after the
effective date hereof, the Unit Operator shall begin to drill an
adequate test well at = locaﬁion approved by the Supervisor if
on Federal land or by the Land Commissioner if on State land, or
by the Conservation Commission if on privately owned land, unless
on such effective date a well is being drilled conformably with
the terms hereof, and thereafter continue such drilling dili-
gently until the Pennsylvanian (Atoka) formation has been tested
or until at a lesser depth unitized substances shall be discov-
ered which can be produced in paying quantities (to wit: quanti-
ties sufficient to repay the costs of drilling, completing, and
producing operations, with a reasonable profit) or the Unit
Operator shall at any time establish to the satisfaction of the
Supervisor if on Federal land, of the Land Commissioner 1f on
State land, or of the Conservation Cowmmission if on privately
owned land, that further drilling of said well would be unwar-
ranted orxr impracticable, provided, however, that Unit Operator

shall not in any event be required to drill said well to a depth
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in excess of 15,000 feet. Until the discovery of a decposit of

unitized substances capable of being produced in paying quantities, 2

the Unit Operator shall continue drilling one well at a time,
allowing not more than 6 months between the completion of one
well and the beginning of the next well, until a well capable of
producing unitized substances in paying quantities is completed
to the satisfaction of said Supervisor if it be on Federal land
or of the Land Commissioner if on State land or of the Conserva-
tion Commission if on privately owned land, or until it is
reasonably proved that the unitized land is incapable of produc-
ing 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 period pending such resignation
becoming effective in order to comply with the requirements of
this section. The Supervisor and Land Commissioner may modify
the drilling redquirements of this section by granting reasonably
extensions of time when, in their opinion, such action is war-
ranted.

Upon failure to commence auny well provided for in this
section within the time allowed, including any extension of time
granted by the Survervisor and the Lencd Cornmissioner, this agree-
ment will automatically terminate; upon failure to continue
drilling diligently any well commenced hereunder, the Supervisor
may, after 15-days notice to the Unit Operator, declare this unit
agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6
months after completion of a well capable of producing unitized
substances in paying gquantities, the Unit Operator shall submit

for the approval of the Supervisor and the Land Commissioner an
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acceptable plan of development and operation for the unitized

land which, when approved by the Supervisor and Land Commissioner,
shall constitute the further drilling and operating cbligations of
the Unit Operator under this agreement for the period specified
therein. Thereafter, from time to time before the expiration of
any existing plan, the Unit Operator shall submit for the approval
of the Supervisor and Land Commissioner a plan for an additional
specified period for the development and operation of the unitized
land.

Any plan submitted pursuant to this section shall provide
for the exploration of the unitized area and for the diligent
drilling necessary for determination of the area or areas thereof
capable of producing unitized substances in paying quantities in
each and every productive formation and shall be as complete and
adequate as the Supervisor and Land Commissioner may determine to
be necessary for timely development and proper conservation of
the o1l and gas resources of the unitized z2rea and shall:

(2a) specify the number and lccaticns of any wells to be

drilled and the proposed order and time for such drilling;

(b) to the extent practicable specify the operating

practices reyarded as necessary and advisable for proner

conservation of natural resources.
Separate plans may be submitted for separate productive zones,
subject to the approval of the Supervisor and the Land Commis-
sioner.

Plans shall be modified or svpplemented when necessary to
meet changed conditions oxr to protect the interests of all par-
ties to this aygreement. Reasonable diligence shall be exercised
in complying with the obligations of the approved plan of devel-
opment. The Supervisor and Land Commlissioner are authorized to

grant a reasonable extension of the H-wonth period herein
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prescribed for submission of an initial plan of developwent where
such action is justified because of unusual conditions or circum-
stances. After completion hereunder of a well capable of produc-
ing any unitized substance in paying uantities, no further wells,
except such as may be necessary to afford protection against oper-
ations not under this agreement and such as may be specifically ap-
proved by»the Supervisor and Land Commissioner, shall be drilled
except in accordance with a plan of development approved as herein
provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well
capable of producing unitized substances in paying guantities or
as soon thereafter as required by the Supervisor and Land Com-
missioner, the Unit Operator shall submit for approval by the
Supervisor and the Land Commissioner, a schedule, bas=sd on sub-
divisions of the public-land survey or aliquot parts thereof, of
all land then regarded as reasonably proved to be productive in
paying quantities; all lands in said schedule on approval of the
Supervisor and the Land Commissioner to constitute a participat-
ing area, effective as of the date of completion of such well or
the effective date of this unit agreement, whichever is later.

The acreages of Ith Federal and non-Federal lands shall be based
upon appropriate computations from the courses and distances shown
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forth the percentage of unitized substances to be alloca ted as
herein provided to each tract in the participating area so estab-
lished, and shall govern the allocation of production commencing
with the effective da Le of the participating area. A separate
participating area shall be established for cach separate pool orx
deposit of unitized substances oy for anv group thercof wtich is
produced as a sincle pool or zone, and any two or wrre participat-

ing arcas so established may be combinoed into one, on approval of
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the Supervisor and the Land Commissioner. When production from
two or more participating areas, so established, is subsequently
found to be from a common pool or deposit said participating areas
shall be combined into one effective as of such appropriate date
as may be approved or prescriked by the Supervisor and the Land
Commissioner. The participating area or areas so established shall
be revised from time to time, subject to like approval, to include
additional land then regarded as resasonably proved to be produc-
tive in paying quantities or necessary for unit operations, or to
exclude land then regarded as reasonably proved not to be produc-
tive in paying quantities and the schedule of allocation percent-
ages shall be revised accordingly. The effective date of any re-
vision shall be the first of the month in which is obtained the
knowledge or information on which such revision is predicated,
provided, however, that a more appropriate effective date may be
used if justified by the Unit Operator and approved by the Super-
viser and the Land Commissioner. No land shall be excluded from

a participating area on account of depletion of the unitized sub-
stances, except that any participating area established under the
provisions of this unit agreement shall terminate automaticaily
whenever all cocmpletions in the formation on which the partici-

pating area is based are abandcned.
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ductive in paying guantities; but, regardless of anv rvevision of
the participating area, nothing herein contained shall be cor-
strued as requiring any retroactive adjustment for production ob-
tained prior to the effective date of the revision of the vartici-
pating area.

In the absence of agrecement at any time between the Unit

Operator and the Supervisor and the T.and Commissioner as to the
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1 proper definition or redefinition of a participating area, or until 1

2 a participeting arca has, or arcas have, been established as pro- 2
3 vided herein, the portion of all payments affected thereby shall 3
4 he impounded in a manner mutually acceptable to the owners of work- 4
5 ing interests and the Supervisor and the Land Commissioner. Royal- 5
6 ties due the United stafes and the State of New Mexico shall be de- o
7 termined by the Supervisor and the Land Commissioner, respectively, 7
8 and the amounts thereof shall be deposited, as directed by the 8

9 Supervisor and the Land Commissioner to be held as unearned monies 9

10 until a participating area is finally approved and then applied as 10

11 earned or returred in accordance with a determination of the sums 11
12 due as Federal rovyalty and State of New Mexico royalty, respec- 12
13 tively, on the basis of such approved participating area. 13
14 Whenever it is determined subject to the approval of the 14
%- 15 Supervisor, as to wells drilled on Federal land and of the Land 15
?3 16 Commissioner as to wells drilled on State land and of the Conser- 16
;{ 17 vation Commission as to wells drilled on privately owned land, 17
g 18 that a well drilled under this agreement is not capable of pro- 18
% ‘ 19 duction in paying guantities and inclusion of the land on which 19
20 it i1s situated in a participating area is unwarranted, production 20
E 21 from such well shall, for the purpose of settlement among all par- 21
22 ties other than working interest owners, be allocated to the land 22
23 on which the well is located unless such land is already within 23 ‘
24 the participating area established for the pool or deposit from 24
25 which such production is obtained. Settlement f{or working inter- 25
26 est benefits from such a well shall bhe nmade as provided in the unit 26
27 operating agreement.
28 L2, ALLOCATEON OF PRODUCTTON. All unitized substances pro- 28
29 duced from each participating area estailished under this agree- 29
30 ment, except any part thereof used in confirmity with good cperat- 30

31 ing practices within the unitized area for drilling, operating, 31
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canmp and other production or development purposes, for repressur-
ing or recycling in accordance with a plan of development ap-
proved hy the Supervisor, the Land Commissioner and the Conserva-
tion Commission, or unavoidably lost, shall be deemed to be pro-
duced equally on an acreadge basis from the several tracts of unit-
ized land of the participating area established for such produc-
tion and, for the purpose of determining any benefits accruing
under this agreement, each such tract of unitized land shall have
allocated to it such percentage of said production as the number
of acres of such tract included in said participating area bears
to the total acres of unitized land in said participating area,
except that allocation of production hereunder for purposes other
than for settlement of the royalty, overriding rovalty, or payment
out of producticn obligations of the respective working interest
owners, shall be on the basis prescribed in the unit operating
agreement whether in conformity with the basis of allocation here-
in set forth or otherwise. It is hereby agreed that production of
unitized substances from a participating area shall be allocated .
as provided herein regardless of whether any wells are drilled on
any particular part or tract.of said participating area. If any
gas produced from one participating area is used for repressuring
or recycling purposes in another participating area, the first gas
withdrawn from such last-mentioned varticipating area for sale dur-
ing the life of this agreement shall be considered to be the gas
so transferred until an ameunt ecual to that transferred shall be
so produced for sale and such gas shall be allocated to the par-
ticipating area from which initially produced as such arca was
last defined at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LANMD OR

FORMATTTONS .

Anvy party hercto owning or controlling the working interest in any

unitiz~d land having thercon a regular well location may wiih tho
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approval of the Supervisor as to Federal land, the Land Commis-
sioner as to State land, and the Corservation Commission as to
privatcly owned land, at such party's sole risk, costs, and
expense, drill a well to test any formation for which a partici-
pating area has not been established or to test any formation
for which a participating area has been established if such
location is not within said participating area, unless within

90 days of receipt of notice from said party of his intention to
drill the well the Unit Operator elects and commences to drill
such a well in like wmanner 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 1is
situated may properly be included in a participating area, such
participating area shall be established or enlarged as provided
in this acreement and the well shall thereafter be operated by
the Unit Operator in accordance with the terms of this agree-
ment and the unit operating agreement.

If any well drilled as aforesaid by a working interest
owner obtains production in quantities insufficient to justify
the inclusion of the land upon which such well is situated in
a participating area, such well may be operated and produced by
the party drilling the same subject to the conservation recuire-
ments of this agreement. The royalties in amount of value of
production from any such well shall be paid as specified in the
underlying leasce and agreements affected.

14. ROYALTY SETTLEMENT. The United States, the State of
New Mexico and any royalty owner who, is entitled to take in
kind a share oi the substances now unitized hercunidor shall
hercafter be entitled to the right to take in kind its charc

of the unitized substances, and Unit Operator, or the working
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1 interest owner in case of the operation of a well by a working 1
2 interest owner as herein provided for in speclial cases, shall 2
3 make deliveries of such royalty sharc taken in kind in conform- 3
4 ity with the applicable contracts, laws, and reqgulations. Set- 4
5 tlement for royalty interest not taken in kind shall be made by 5
6 working interest owners responsible therefor under existing con- 6
7 tracts, laws and regulations, or by the Unit Operator on or 7
8 before the last day of each month for unitized substances pro- 8
S duced during the preceding calendar worith; provided, however, 9
10 that nothing herein contained shall operate to relieve the les- 10
11 sees of any land from their respective lease obligations for the 11
12 payment of any royalties due under their leases. 12
13 If gas obtained from lands not subject to this agreement 13
14 is introduced into any participating area hereunder, for use in 14
15 repressuring, stimulation of production, or increasing ultimate 15
16 recovery, in conformity with a plan of operations approved by 16
17 the Supervisor, the Land Commissioner and the Conservation 17
18 Commission, a like amount of gas, after settlement as herein 18
19 provided for any gas transferred from any other participating 19
20 area and with appropriate deduction for loss from any cause, may 20
21 be withdrawn from the formation into which the gas i1s intro- 21
22 duced, rovalty free as to dry gas, but not as to any procducts 22

23 which may be extracted therefrom; provided that such withdrawal 23

24 shall be at such time as wmay be provided in the approved plan 24
25 of operations or as may ctherwise be consented to by the Suver- 25
26 visor, the Land Commissioner and the Conservation Cowmmission, as 26
27 conforming to good petroleum engincering practice; and nrovided 27
28 further, that such right of withdrawal shall terminate on the 28
29 termination of this unit agrecmant. 29
30 Royalty dus the United States shall bce computced as pro- 30
3 vided in the operating regulatlions and paild in valuce or delivered 31
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in kind ag to all unitized substances on the basis of the

amounts therecof allocated to unitized PPederal land as provided
hercin at the rates specified in the respective Federal leases,
or at such lower ratc or rates as may be authorized by law or

regulation; provided, that for leases on which the royalty rate

depends on the daily average production per well, said average

production shall be determined in accordance with the operating

regulations as though each participating area were a single
consolidated lease.

Royalty due the State of New Mexico shall be cowmputed and
paid on the basis of the amounts allocated to unitized State
land as provided herein at the rate specified in the State oil
and gas lease.

Royalty due on account of privately owned lands shall be
computed and paid on the basis of all unitized substances allo-
cated to such lands.

15. RENTAL SETTLEMENT. Rental or nminimum royalties due
on leases committed hereto shall be paid by working interest
owners responsible therefor under exlisting contracts, laws, and
regulations, provided that nothing herein contained shall op-
erate to relieve the lessees of any land from their respective
lease obligations for the pavment of any rental or minimum
royalty due under their leases. Rental or minimum royvalty tor
lands of the United States subject to this agrecewment <hall be
paid at the rate specified in the respective leases from the
United States unless such rentel or minlmum royvalbty 1s walved,
suspended, or reduccd by law or bv avuroval > Socrdary or
hig cduly authorized representative.

Rentals on state of New Mexlco lands subject Lo this avree-
went shall be paid at the rates epecified in the respective

lcases.
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With respect to any lease on non-Federal land containing
provisions which would terminate such lease unless drilling
operations are commenced upon the land coverced thereby within
the time therein specified or rentals are paid for the privilege
of deferring such drilling operations, the rentals required
thereby shall, notwithstanding any other provision of this agree-
wment, be deemed to accrue and become payable during the term
thereof as extended by this agreement and until the required
drilling operations are commenced upon the land covered thereby
or until sowe portion of such land is included within a partici-
pating area.

16. CONSERVATION. Operations hereunder and production of
unitized substances shall be ccnducted 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 deems appropriate and
adeduate tc prevent drainage c¢f unitized substances from uni-
tized land by wells on larnd not subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The
terms, conditions, and provicieng of 211 leoases, subleases, and
other contracts relating to exploration, drilling, developmentc
or operation for o1l or gas on lands committed to this agreement
are hereby expressly modified and amended to the extent neces-
cary to make the sawe conform to the provisions hereof, but
otherwise to remain in full force and effect; and the parties
hereto hereby consent that the Secretary as to Federel leases
and the Land Commlssioner as to State leases, shall and each by
hig approval hereof, or by the approval hercof by his duly

authorized representative, does hereby establish, alter, change
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or revoke the drilling, producing, rental, minimum royalty, and

royalty requirements of Federal and State leases committed hereto

and the regulations in respect therecto to conform said require-

ments to the provisions of this agreement, and, without limikting

the generality of the foregoing, all leases, subleases, and con-

tracts are particularly wmodified in accordance with the follow-

ing:

(a) The development and operation of lands subject to
this agreement under the terms hereof shall be deemed
full perforwmance of all obligations for development and
operation with respect to each and every separately
owned tract subject to this agreewment, regardless of
whether there is any development of any particular tract
of the unit area.

(b} Drilling and producing operations performed here-
vnder upon any tract of unitized lands will be accepted
and deemed to be performed upon and for the benefit of
each and every tract of unitized land, and no lease
shall be deemed to expire by reason of failure to drill
or produce wells situated on the land therein embraced.

{c) Suspension of drilling or producing operations on

all uwnitized lande purcuant to direction or consent of
the Secretary and the Land Commissioner or their duly
authorized representatives shall be deemed to constitute
such suspension pursuant to such direction or consent as
to each and every tract of unitized land. A suspension
of drilling or 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 Unitced States and
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the State of New Mexico committed to this agreement,
which, by its terms might expire prior tc the termination
of this agreement, is hereby extended beyond any such
terms so provided therein so that it shall be continued
in full force and effect for and during the term of this
agreement.

(e) Any Federal lease for a fixed term of twenty (20)
years or any renewal thereof or any part of such lease
whichk is made subject to this agreement shall continue
in force beyond the term provided therein until the
termination hereof. Any other Federal lease committed
hereto shall continue in force beyond the term so pro-
vided therein or by law as to the land committed so long
as such lease remains subject hereto, provided that pro-
duction is had in paying quantities under this unit
agreement prior to the expiration date of the term of
such lease, or in the even:t actual drilling operations
are commenced on unitized land, in accordance with the
provisions of this agreement, prior to the end of the
primary term of such lease and are being diligently
procsecuted at that time, such lease shall he extended

cr two years and so ilong thersaiter as o0ll or gas is
produced in paying dquantities in accordance with the
provisions of the Mineral Leasing Act Revision of 1960,
(f) Each sublease or contract relating to the operation
and development of unitized substances from lands of the
United States committed to thls agreewment, which by its
terms would expire prior to the tiwme at which the under-
lying lease, as extended by the immediately preceding

paragraph, will expilre, is hereby extended beyond any
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such term =so provided thercin so that it shall be continued 31
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in full force and effect for and during the term of the

underlying lease as such term is herein extended.

(g) Any lecase cmbracing lands of the State of New Mexico

which is made subject to this agrecement, shall continue
in force beyond the term provided therein as to lands
committed hereto with the termination hercof.

(h) The segregation of any Federal lease committed to

this agreement is governed by the following provision

[Ga]

in the fourth paragraph of Sec. 17(3) of the Mineral Leas- 9

inc Act, as amended by the Act of September 2, 1960 (74
Stat. 781-784): "Any {(Federal) lease heretofore or
hereafter committed to any such (unit) plan embracing
lands that are in part within and in part outside of the
area covered by any such plan shall be segregated into
separate leases as to the lands committed and the lands
not committed as of the effective date of the unitiza-

tion: Provided, however, That any such lease as to the

non-unitized 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 oil or gas is produced in paying quantities."

(i) Any lease embracing lands of the State of New Mex-

ico having only & portion of ils land vommiited hereto,

(@]

shall be segregated as to the portion committea and the
portion not committed, and the provisions of such lease
shall apply separately to such segregated portions com-
mencing as of the effective date hereof; provided, how-
ever, notwithstanding any of the provisions of this
agreement to the contrary any lease embracing lands of
the State of New Mexico having only a portion of its

lands committed hereto shall continue in full force and

— 23—
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¢ffect beyond the term provided therc.o as to all lands

cmbraced in such lease, 1f oil or gas is discovered and

is capable of being produced in paying quantities from

some part of the lands embraced in such lease at the ex-

piration of the secondary term of such lease; or if, at
the expiration of the secondary term, the Lessee of the

Unit Operator is then engaged in bona fide drilling or

re-working operations on some part of the lands embraced

in such lease, the same, as to all lands embraced therein,
shall remain in full force and effect so long as such
operations are being diligently prosecuted, and 1f they
result in the production of o0il or gas, said lease shail
continue in full force and effect as to all of the lands
embraced therein, so long thereafter as oil or gas in
paying quantities is being produced ifirom any portion of
gaid lands.

19. COVENANTS RUN WITH LAND. The covenants herein shall
be construed to be covenants running with the land with respect
to the interest of the parties hereto and their successors 1n
ircerest until this agreement terminates, and any grant, trans-
fer, or conveyance, of interest in land or leases subject hereto

shall be and hereby is conditioned upon the assumption of all

L 54 - A 1~ — - - - - .
v i

priviloges and obligations hereunder by Lhe grantee, transferee,
or other successor 1in interest. No assignment or transfer of
any working interest, royalty, or other interest subject hercto
shall be binding upon Unit Operator until the first day of the
calendar month after Unit Operator ig furnished with the orig-
inal, photostatic, or certified copy of the instrument of
transfer.

20. EIFECTIVE DATE AND TERM. This agreement shall be-

come cffective upon approval by the Sccretary and the Land

Commissioner or their duly authorized representative and shall

-2 -
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terminate five (5) years from said effective date unless

(a) such date of expiration is extended by the

Director and the Land Commissioner, or

(b) it is reasonably determined prior to the expiration

of the fixed term or any extenstion thereof that the

unitized land is incapable of production of unitized

substances in paying quantities in the formations tested

hereunder and after nctice of intention to terminate the

agreement on such ground is given by the Unit Operator to

all parties in interest at their last known addresses, the

agreement is terminated with the approval of the Super-

visor and Land Commissioner, orxr

(c) a valuable discovery of unitized substances has

been made or accepted on unitized land during said init:ial

term or any extension thereof, in which event the agree-

wment shall remain in effect for such term and so long as

unitized substances can be produced in quantities suffi-

cient to pay for the cost of producing same from wells on

unitized land within any participating area established

hereunder and, should production cease, so long thereafter

as diligent operations are in progress for the restoration

of production or Adisco

TOY Ny

x
P4

thereafter as unitized substances so discovered can be

produced as aforesaid,

or

() it is terminated as heretofore provided in this

agreement.

This agrecement may be terminated at any time by not less than
- Y Y

75 per centum, on an acreage basis, of the working interest

owners signatory hereto, with the approval of the Supervisor

and Land Commissioner; notice of any such approval to be given

by the Unit Operator to all parties hercto.
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21. RATE OF PROSPLCTING, DEVELOPMENT, AND PRODUCTION. The

Director is hcreby vested with aunthority to alter or modify from

time to time in his discretion the quantity and rate ot produc-
tion under this agreement when such quantity and rate is not
fixed pursuant to Federal or State law or docs not coniorm to
any state-wide voluntary conservation or allocation program,
which is established, recognized, and generally adhered to by
the majority of operators in such State, such authority being
hereby limited to alteration or wmodification in the public
interest, the purpose thereof and the public interest to be
served thereby to be stated in the order of alteration or modi-
fication. Vithout regard to the foregoing, the Director is
also hereby vested with authority to a.ter or wmodify from time
to time in his discretion the rate of prospecting and develop-
ment arnd the guantity and rate of production under this agree-
ment when such alteration or modification is in the interest

of attaining the conservation cbjectives stated in this agree-
ment and 1s not in violation of any applicable Federal or State
law; provided, further, that no such alteration or modification
shall be effective as to any land of the State of New Mexico,
as to the rate of prospecting and developing ir the absence of

the specific written approval thereof by the Commissioner and

as to any lands of the State of New Mexico or privately owned
lands subject to this agreement as to the yuantity and rate of
production 1in the absence of gpecific written approval thercof
by thec Commission.

Powers in this section vested in the Director =hell only
be exercisod aftor notice to Unit Operator and ovportunity for
hearing to be held not less than 15 days from notice.

22. CONILICT OF SUPERVIGION. Medther the Unit Operator

nor the workinyg interest owners nor any of them shall be cubject

L

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24




10

11

12

13

14

15

16

17

18

19

20

21

27

28

29

30

31

to any forfeiture, termination or expiration of any rights here-
under or undey any leases or contracts subject hereto, or to any
penalty or liability on account of delay or failure in whole or
in part to comply with any applicable provision thercof to the
extent that the Unit Operator, working intcerest owners or any of
them are hindered, delayed or prevented from complying therewith
by reason of failure of the Unit Operator to obtain in the exer-
cise of due diligence, the concurrence of proper representatives
of the United States and proper representatives of the State of
New Mexico i1an and about any matters or thing concerning which it
is required herein that such concurrence be obtained. The par-
ties hereto, including the Conservation Commission, agree that
all powers and authority vested in the Conservation Commission
in and by any provisions of this agreement are vested in the
Conservation Commission and shall be exercised by it pursuant to
the provisions of the laws of the State of New Mexico and sub-
ject in any case to appeal or judicial review as may now or
hereafter be provided by the laws c¢f the State of New Mexico.
23. 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
Department of the Interior, the Commissioner of Public T.ands of
the State of New Mexico and the New Mexico 0il . onservation
Comm. =sion and to app~ . frow orders issued under the regula-
tions of sald Department, the Conservation Commission or Land
Conmissioner or to apply f{or relief from any of said regulations
or 1in any proceedings relative Lo operations beforc th: Depart-
ment of the Intoerior, the Land Commlssioner, or Conscervatlion
Commicsion or any other leyally constituated anthority; provided,
however, thal any other intercsted party shall also have itho

right at his own onperse to boe heard in any such procecding.
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1 24. NOTICES. All notices, demands or statements reguired 1

2 hercunder to be given or rendered to the parties hereto shall 2
3 be decmed fully given 1f given in writing and personally deliv- 3
4 ered to the party or sent by postpaild registered or certified 4
5 mail, addressed to such party or parties at thelr respective S
6 addresses set forth in connection with the signatures hereto or 5
7 to the ratification or coasent hereof or to such other address 7
8 as any such party may have furnished in writirng to party sending 8
9 the notice, demand or statemaat. 9
10 25. NO WAIVER OF CERTAIN RIGHTS. Nothing in thies agree- 10
11 ment contained shall be construed as a walver by any party 11

12 hereto of the right to assert any legal or constitutional right 12

13 or deferse as to the validity or invalidity of any law cf the 12
14 State wherein said unitized lands are located, or of the United 14
15 States, or regulations issued thereunder in any way affecting 15
if’ 16 such party, or as a waiver by any such party of any right beyond 16
E‘ 17 his or its authority to waive. 17
18 26. UNAVOIDABLE DELAY. All obligations under this agree- 18
19 ment redquiring the Unit Operator to commence or continue drill- 19
20 ing or to operate on or produce unitized substances from any of 20
21 the lands covered by this agreement shall be suspended while 21
22 the Unit Operator, despite the exercise of due care and dili- 22
23 gence, 1ls prevented from complying with such obligations, 1in 23
24 whole or in part, by strikes, acts of God, Federal, State, or 24
25 municipal law or agencies, unavoldable accadents, uncontrollabic 25
26 delays 1n transportation, inability to obtain necessary mate- 26
27 rials in open market, or other watters bovond the reasonable 27
28 control of the Unit Operator whether simllar to matters hereln 28
29 cnumerated or not.  No unit obligation whicn s susponded under 29
30 this scction shall becorme due less than thirty (30) days afteor 30
31 1t hag been determined that the suspenszion is no longer 31
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applicable. Determination of creditable “Unavoidable belay™
time shall be made by the unit operator subject to approval of
the Supervisor and the Land Commissioner.

27. NONDISCRIMINATION. in connection with the performance
of work under this agreement, the operator agrees to comply with
all the érovisions of section 202 (1) to (7) inclusive of Exe-
cutive Order 11246 (30 F.R. 12319), which are hereby incorporated
by reference in this agreewment.

28. LOSS OF TITLE. In the event title to any tract of
unitized land shall fail and the true owner cannot be induced to
join in this unit agreement, such tract shall be automatically
regarded as not committed hereto and there shall be such re-
adjustment of future costs and benefits as may be required on
account 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 thereto, payment or delivery on account thereof may be
withheld without liability for interest until the dispute is
finally settled; provided, that, as to Federal and State land or
leases, no payments of funds due the United States or the State
of New Mexico should be withheld, but such funds of the United
States 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
final settlement of the title dispute, and then applied as
earned or returned in accordance with such final settlement.

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

29. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of
any substantial interest in a tract within the unit area fails
or refuses to subscribe or consent to this agreement, the owner

of the working interest in that tract may withdraw said tract

“29_

18

19

20

21

22

27

28

29

30

31




‘

1 from this agreement by written notice delivered to the Super- 1
2 visor and the Land Commissioner, and the Unit Operator prior to 2
3 the approval of this agreement by the Supervisor. Any o1l or gas 3
4 interests in lands within the unit area not committed herete 4
5 prior to submission of this agreement for final approval may 5
6 thereafter be committed hereto by the owner or owners thereof §)
7 subscribing or consenting to this agreement, and, if the interast 7
8 is a working interest, by the owner of such interest also sub- 8
9 scribing to the unit operating agreement. After operations are 9
10 commenced hereunder, the right of subsequent joinder, as pro- 10
11 vided in this scction, by a working interest owner is subject to 11
12 such requirements or approvals, if any, pertaining to such 12
13 joinder, as may be provided for in the unit operating agreement. 13
14 After final approval hereof, joinder by a non-working interest 14
15 owneir must be consented to in writing by the working interest 15
16 owner committed hereto and responsible for the payment of any 16

17 benefits that may accrue hereunder 1in behalf of such non-working 17

18 interest. A non-working interest may not be committed to this 18
19 unit agreement unless the corresponding working interest is 19
20 committed hereto. Joinder to the unit agreement by a working- 20
21 interest owner, at any time, must be accompanied by apprropriate 21
22 joinder to the unit operating agreement, if mcrce than onc Com- 22
23 mitted working-interest owner 1s involved, in order for the 23
24 interest to be regarded as committed to this unit agreement. 24
25 Except as may otherwise herein be provided, subsequent Joinders 25
26 to this agreement shall be effective as of the first day of the 26
27 month following the filing with the Supcrvisor, the Land Covmis- 27
28 sioner and the Conservation Commission of duiy executed counter- 28
29 parts of all or any papers necessary to establish cffective 29
30 comwitment of any tract to this agrecment unless objection to 29
31 such joinder is duly made within 60 days by the Supervisor or 31

,_30__
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Land Commissioner, provided, that as to State lands, all subsec-
quent joinders must be approved by the Land Commissioner.

30. COUNTERPARTS. This ayrecement may be executed in any
number of counterparts no one of which needs to be executed by
all parties or may be ratified or consented to by separate in-
strument in writing specifically referring hereto and shall be
binding upon all those parties who have executed such a counter-
part, ratification, or consent hereto with the same force and
effect as if all such parties had signed the same document and
regardless of whether or not it is executed by all other parties
owning or claiming an interest in the lands within the above-
described unit area.

31. SURRENDER. Nothing in this agreement shall prohibit
the exercise by any working interest owner of the right to sur-
render 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 surrender or by forfeiture as hereafter set
forth, is bound by the terms of this agreement.

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

If as the result of any such surrender or forfeiture work-
ing interecst rights beccme vested in the fee owner of the
unitlzed substances, such owner may:

(1) Accept those working interest rights cubject to this

ayrecrent and the unit operating agrcement; or

{2} Leasc the portion of such land as 1g included in a

37 -
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1 participating area established hereunder subject to

2 this agreement and the unit operating agrcecement.

3 (3) provide for the independent operation of any part

4 of such land that are not then included within a partici-

5 pating area established hereunder.

6 If the fee owner of the unitized substances does not accept
7 the working interest rights subject to this agreement and the

8 unit operating agreement or lease such lands as above provided

9 within =ix (6) months after the surrendered cor forfeited working

10 interest rights become vested in the fee owner, the benefits

11 and obligations of operations accruing to such lands under this
12 agreement and the unit operating agreement shall be shared by
13 the remaining owners of unitized working interecsts in accordance
14 with their respective working interest ownerships, ana such

15 owners of working interests shall compensate the fee owner of
16 unitized substances in such lands by paying sums equal to the
17 rentals, minimum royalties, and royalties applicable to =such

18 lands under the lease in effect when the lands were unitized.
19 An appropriate accounting and settlement shall be made for
20 all benefits accruing to or payments and expenditures made or
21 incurred on behalf of such surrendered or forfeited working

22 interest subsequent to the date of surrender or forfeiture, and
23 payment of any moneys found to be owing by such an accounting

24 shall be made as between the parties within thirty (30) dayse.

25 In the event no unit operating agreement 1s 1t exXistenco and a
26 mutually acceptable agreement between the proper partics Lhereto
27 cannot be consummated, the Supervisor wmay vrescribe such 7oa-

28 sonable and cequitable agreement ag he deems warvanted uerder t(he
29 clrcumstances.

30 The exercise of any right vested in a working linterest

31 owner to reassion such working intceroect te the party {frow «hom

-32-
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obtained shall be subject to the same conditions as set forth

in this section in regard to the exercise of a right to surrender.2

32. TAXES. The working interest owners shall render and

pay for their account and the account of the royalty owners all

valid taxes on or measured by the unitized substances in and

under or that wmay be produced, gathered and sold from the land

subject to this contract after the effective date of this agree-

ment, or upon the proceeds or net proceeds derived therefrom.

The working interest owners on each tract shall and may charge

the proper proportion of said taxes to the royalty owners having

interests in said tract, and may currently 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. ©No such

taxes shall be charged to the United States or the State of

New Mexico or to any lessor who has a contract with his lessee

which requires the lessee to pay such taxes.

33. NO PARTNERSHIP. It 1is expressly agreed that the

relation of the parties hereto is that of independent contrac-

tors and nothing in this agreement contained,

expressed or

implied, nor any operations conducted hereunder, shall create

or be deemed to have created a partnerchi

Prey SR NS 2SS 8

tween the parties hereto or any of them.
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] IN WITNESS WIHFEREOF,

the partices hereto have caused this

2 agreement to be cxecuted and have set opposite their respective

3 names the date of oxecution.

UNIT

Date:

ATTEST:

OTHER

Date:

ATTEST:

Date:

ATTEST:

~34-

OPERATOR AND WORKING INTEREST OWNER

AMERICAN QUASAR PETROLEUM CO.
OF NEW MEXICO

By

Address: 606 Vaughn Building
Midland, Texas 79701

WORKING INTEREST OWNERS

UNION OIL COMPANY OF CALIFORNTIA

By

Address: P, O. Box 3100

Midland, Texas 79701

TEXACO INC.

Address: P. 0. Box 1270
Midland, Texas 79701




or

OTHER WORKING INTEREST OWNERS {(cont'd)

BASS ENTERPRISES PRODUCTION CO.

Date: By :

ATTEST :

Address: 1211 Fort Worth National
Bank Building
Fort Worth, Texas

DELBASIN CORPORATION

Date: By:

ATTEST :

Address: 1211 Fort Worth National
Bank Building
Fort Worth, Texas

Date:
PERRY R, BASS
Address: 1211 Fort Worth National
Bank Building
Fort Worth, Texas
Date:
GEORGE T. ABELL
Address: P, O. Box 430
Midland, Texas 79701
AMOCO PRODUCTION COMPANY
Date: By:
ATTEST :

Address: P, O, Box 1410
Fort Worth, Texas

~35~




STATE OF TEXAS )

Ss

COUNTY OF )

The foregoing instrument was acknowledged before me this

of , 1971, by

of

a corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF TEXAS

SS
COUNTY OF

)

The foregoing instrument was acknowledged before me this

of 1971, by

of

a corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF TEXAS

SSs
COUNTY OF

e

My A~
4l

Orcgoing instrument was acknowledged before me thais
of

, 1971, by

day

My Commission Expires:

Notary Public B
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EXHIBIT A
LAND OWNERSHIP MAP—VACA DRAW UNIT
LEA COUNTY, NEW MEXICO
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UNIT OUTLINE
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EXHIBIT “B"
VACA DRAW UNIT AREA, LEA COUNTY, NEW MEXICO
TWP. 25 SOUTH, RGE. 33 EAST

Description Number Serial No. and Basic Royalty Lessee Overriding Royalty or Working Interest
Tract of of Expiration Date and Ownership of Production Paywent and
No. Land Acres of Lease Pexcentage Record and Percentage Percentage

FEDERAL LANDS

1. Sec. ©: El5,NW%, NLSwi 1240 LC-067748 USA: All Bass Enterprises Martha Featherstone Bass Enterprises
SERSWY 10~2-71 Production Co. 37.5% 0.5% Prod. Co. 37.5%
Perry R. Bass 12.5%4 Harvey E. Roelofs, Perry R. Bass 12.5%
Sec. 10: Aall Union Qil Company of Trustee for Olen F. Union 0il Co. of
California Featherstone IXI, 2.5% Calif. 48 .876365%
48.875365% Annlie R. Bass Geo. T. Abel.i
George T. Abell Estate 0.5% 1.123635%
1.123635%
2. Sec. 8: All 640 LC-068846 UsA: All Bass Enterprises Claribell Marshall Bass Enterprises
10-2-71 Production Co. 75% $250.00 per acre out Prod. Co. 7 5%
Perry R. Bass 25% of 1.5% Perry R. Bass 2 5%

Peari O. Pipkin

$250.00 per acre ou

of 1.5%

Annie R. Bass E:
0.5%

zate

]
\




EXHIBIT “B", CONT"D.

Description Number Serial No. and Basic Royalty Lessee Overriding Rovalty or wWorkine Interest
Tract of of Expiration Date and Ownership of Production Pavmant and
No. Land Acres of Lease Percentage Record ancé Percentage Percentaco
FEDERAL LANDS (Cont'd.)
3. Sec. 17: All 2520 LC-068847 USA: All AS TO SECTIONS 17,20, U.s.Marshall $2350.00 AS TC SECTICXNS 17
10-2~-71 AND W, SE¥, WsNEY , SEXNEY per acre out of 1.5% 20, & W', SER WHNEN
Sec. 20: All OF SECTION 21: Pearl 0. Pipkin SELNEL OF SECTION
Bass Enterprises $250.00 per acre out 21-
Sec. 21: Wk,SEk, Production Co. 37.5% of 1.5% Bass Enterprises
WhNEY , SEXNEY Perry R. Bass 12.5% Annie R. Bass Estate Prod.Co. 27.50
Union 0il Company of 0.5% Ferry R.Bass 12.5:
Sec. 28: EY California 48.876365% Union 01l Co. of
Geo.T.Abell 1.123635% Calif., 48.875365
Geo. T. Abell
AS TO E/2 SECTION 28 1.1236354
AND E/2 OF SECTION 29: AS TO E/2 SECTION
Bass Enterprises 28 AND E/2 SECTION
Production Co. 37.5% 29:
Perry R. Bass 12.5% Bass Efnterprises
Union Oil Cowmpany of rrod. Co. 37.5%
. California 50% Perry R. Bass 12.5%
Union Qil Co.
of Calif. 50 4




EXHIBIT "B", CONT'D.
Description Number Serial No. and Basic Royalty Lessee Overriding Royalty orx Working Interest
Tract of of Expiration Date and Ownership of Production Paywent and
No. Land Acres of Lease Percentage Record and Percentage Percentage
FEDERAL LANDS (Cont'd.)
4. Sec. 21: NE4NE% 40 LC~068847-A UsSA: All Delbasin Corp. 50% U.S. Marshall $250.00 Delbasin Corp.——-50%
10-2-71 Union 0il Company of per acre out of 1.5% Union 0il Co. of
California 48.876355% Pearl O. Pipkuir Calif. 48.376365%
George T. Abell $250.00 per acre out Geo. T. Abell
1.123635% of 1.5% 1.123635%
Annie R. Bass Estate
0.5%
3. Sec. 9: SWxsSwk 40 LC-070381-A UsSA: All Delbasin Corp. 5C% Mary T. Muse 0.5% Delbasin Corp. 507
10-2-71 Union 0il Company o1 I.E. Tapp, Sole Union 01l Co. of
Calif. 48.876365% Devisee of Allie V. Calif. 48 .876365%
George T. Abell Tapp Q2.32% Geo. T. Abell
1.123635% Olen F. Featherstone 1.123635%
0. 7%
Harvey E. Roelofs,
Trustee for Olen F.
Featherstone, II 2%
6. Sec. 22: NE%, Wk 240 NM-05792 UsaA: Aall Texaco Inc. D. Miller $750.00 per Texaco Inc. 100%
HBP acre out of 3%

27: WH, NWY%NEY

Sec.




EXHIBIT "B", CONT'D.
Descripticn Number Serial No. and Basic Royalty Lessee Overriding Royalty or Working Intercst
Tract cs of Expiration Date and Ownership of Procuction Payment and
No. Land Acres of Lease Percentage Record ané Percentage Per centace
FEDERAL LAXDS (Cont'd.)
7. Sec. 1%: All 640 NM-05906 USA: All Bass Enterprises Harveyv =. Roelofs, 3ass Enterprises
10-2-71 Production Co. 37.5% Trustee for Olen F. Prcd. Co. 37.57
Perry K. Bass 12.5% Featherstone, II Z.5% Perry R. Bass l2.5¢
Union 0il Company of Martha Featherstonc Unicn 011 Co. of
calif. 48.876355% 0.5~ Calif, 48.8756365:
George T. Abell Mary T. Muse (.5 Seo. T. Abell
1.123635% 1. 1235330
8. Sec. 28: Wk 640 NM~024368-A USA: All Bass Enterprises nion Qi1 Company Zars Inoorgrises
HBP Production Co. 37.5% ¢i California 1.5 rod. Co. 373
Sec. 29: Wk Perry R. Bass 12.5% Jack O. XcCall .70874 Forry ®. Bass 1205
Union 0il Company of Clayton w. williams, Union C:1l Co. of
California 50% Jr.  .37350% Califcrria >C
John L. May 32757
Heoward w. Jennings | 50%
William M., Cotton .C7216.°
9. Sec. 27: WH4SEY 120 NM~-0340232 USA: All Texaco Inc. Frances C. Fox Toxaco Inc. 1Co
SWHNEY 3-31-73 $1,0C0.00 per acre
out of 6.25
9 Federal Tracts 6720 Acres or 87.5% of Unit Area




EX'IBIT "B", CONT'D.

Description Number Serial No. and Basic Royalty Lessee Overriding Royalty or Working Interest
Tract of of Expiration Date and Ownership of Production Payment and
No. Land Acres of Lease Percentage Record and Percentage Percentage _
NEW MEXICO STATE LAND
10. Sec. 16: All 640 K~1458 State of New Amoco Produc:ion None Pan American 100%
5-16-71 Mexico: All Company
1 Staile Tract 640 Acres or 8.3333% of Unit Area
PATENTED LAND
11. Sec. 22: SEj 320 10--23-74 Harry Texaco Inc. None Texaco Inc. 100%
Sec. 27: EXEL Dickson: All
1 Patented Tract 320 Acres or 4.1667% of Unit BArea
TOTAL: 1l Tracts, 7680 acres in entire Unit Arca.




BEFORE THE OIL CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO 0y
() //
IN THE MATTER OF THE HEARING } ' D)
CALLED BY THE OIL CONSERVATION y : ) ‘
COMMISSION OF NEW MEXICO POR Co,
. THE PURPOSE OF CONSIDERING: T

W ) CASE No. 3518

Order No. R—“%/?idef

APPLICATION OF AMERICAN QUASAR PETROLEUM COMPANY OF NEW MEXICO
FOR APPROVAL OF THE VACA DRAW -

-

UNIT AGREEMENT, _LER __, COUNTY, NEW MEXICO. ,” "

' A / ,
~ - {
; /‘—'” !
ORDER OF THE COMMISSION ' €«
BY THE COMMISSION:
This cause came on for hearing at 9 ®*eckeeir a.m. on
March 31 | 1971 , at santa Pe, New Mexico, before Examiner
Elvis A, Utz
NOW, on this _day of __April , 1971 , the Commission,

a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

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

(2) That the applicant, American Quasar Petroleum Compapy of
New Mexico,

seeks approval of the Vaca Draw Unit Agreement
State,

covering 7,580 acres, more or iess, of Federal lands
ang Fee

described as follows:

Lea COUNTY, NEW MEXICO
TOWNSHIP 25 South, RANGE 33 _East, NMPM

M;v‘e) 89,070 ] dil

Aeelornn 15,76, Lo 77 | 4L
/(Zef/ﬁs.:vi, 2.0 , 2 ’1 (L,i 2z " (E,.«:{’?f
J‘g‘f/ﬁ’—;b 2 7' 2 '9, 2 -';é [ ? N éj"l\/
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CASE NO, 4518

(3) That approval of the proposed unit agreement should

promote the prevention of waste and the protection of correlative
rights within the unit area.

IT IS THEREFORE ORDEPED:

(1) That the Vaca Draw Unit Agreement
is hereby approved.

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any rigit, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and developmer: of any
lands committed to the unit and production of oil or gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the event
of subsequent joinder by any party or expansion or contraction of
the unit area, the unit operator shall file vith the Commission
within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or
ratified.

(4) That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
State of New Mexico and the Director of the United States Geologi-
cal Survey; that this order shall terminate ipso facto upon the
termination of zaid unit agreement; and that the last unit opera-
tor shall notify the Commission immediately in writing of such
termination.

{5) That jurisdiction of this cause ie retained for the

entry of such further ordere as the Commission may deem necessary.

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




BEFORE THE NEY MEXTCO OTI, CONSERVATION COMITSSION

APPLICATION OF AMERICAN QUASAR
PETROLEUM CO. OF MNEW MEXICO FOR
APPROVAL CF A UNIT AGREEMEHT AND
FOR APPROVAL OF AN UNORTHODOX GAS
WELL LOCATIOM, LEA COUNTY, NE

MEXICO - '
Case No, fééé:/:}7/

APPLICATION

Comes now ANERICAN QUASAR PETROLEUI CO. OF NEW
MEXICO by its attorngeys and applies for approval of the VACA
DRAW UNIT Agreement and for approval of an unorthodox gas weil
location for the initial test well in said Unit, and in support
of its application states:

1. The proposed Vaca Draw Unit comprises all of
Sections 8, 9, 10, 15, 16, 17, 20, 21, 22, 27, 28 and 29,
T. 25 S., R. 33 E., Lea County, New HMexicc, comprising 7,680
acres, more or less, of Federal, State and fee lands.

2. The proposed Vaca Draw Unit is governed by the

Vaca Draw Unit Agreement which designates American Quasar

1ywa ~ A~ AT . TA oS LEAL XTmoo 5L ™A 8 Y L Aes 3o
Petrolcoum Co. of Now Mexico, 6006 Vaugnn Duildling, midlarml,
¥ 4 A ,anam e L et o
Texas 79701, as the unit operzter. The Unit Agrecmentc conteni-

plates the drilling of an initial test well to a depth of
18,500 feet or to tne Devonian Formation, The.proposed unit is
Hdorth of and adjacent to the Red Hills Unit, as contracted,

3. Tme initial tesﬁ well for the proposed unit is
projected as a pas well 660 feet from the Horth line and 760

Fal
L

. . vera [N \ s o
from the East line, in the NE/U U5/ of Section 23,

ch

e
T, 25 S., R. 33 E., Lea County, MNew Mexico. Althoush this well
is projected to 17,500 feet or to the Devonian Fornmation it is
probable bthab production will be obtained in the Wolfemnd
e |
Formation. Thne provosaed location frew the said well wonld be

\ ; . N T
Bnortholox under the special rules and regulations esteblisned




for the Red Hills-Wolfcamp Gas Pool by Order WHo. R-3073.

k., Applicant seeks approval of the proposed Unit
Agreement and further seeks approval of the proposed unorthodox
location for its initial test well therein. Approval of this
application will prevent waste, protect correlative rights,
Fr prevent the drilling of unnecessary wells and enable the unif
operator to achieve an optimum location for the initial test
well for this unit.
L WHEREFORE, applicant requests that\this application
P be set for hearing before the Commission or one of its
egaminers and that the Commission enter its order approving the
Vaca Draw Unit Agreement and the unorthodox location for the

initial test well therein, all as set forth herein.

MONTGOMERY, FEDERICI, ANDREWS,
HANNAHS & MORRIS

) 7 7 »
//‘. ’ A ‘ 7 1 f
BY: // \~/’ \_/(—\.{-' ‘n//’/ - L[ﬁ /(_’”'i'(’\__,\

Post Offi‘c?'e“hox//'2307
Santa Fe, N.M./ 87501

ATTORNEYS FORr AMERICAN QUASAR
PETROLEUI CO. OF NBEW MEXICO
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BEFQRE THE Ik MEXTCO OTI, CONSERVATTON COMMISSION

APPLICATICH OFF AMERICAN QUASAR
PETROLEUM CO. OF NiEW MEXICO FOR
APPROVAL OF A UNIT AGRUELMENT AND
FOR APPROVAL OI' AN UNORTHODOX GAS
WiELI, LOCATION, LEA COUNTY, NIW

MEXTCO /7/ S/ 00)

Case No.

APPLICATION

Comes now AMERICAN QUASAR PETROLEUIT CO. OF NEU
MEXICO by its attorngeys and applies for approval of the VACA
DRAW UNIT Agreement and for approval of an unorthodox gas well
location for the initial test well in said Unit, and in support
of its application states:

1. The proposed Vaca Draw Unit comprises all of
Sections 8, 9, 10, 15, 16, 17, 20, 21, 22, 27, 28 and 29,
T. 25 S., R. 33 E., Lea County,; New Mexico, comprising 7,680
acres, more or less, of Federal, State and fee lands.

2. The proposed Vaca Draw Unit is poverned by the
Vaca Draw Unit Agreement which designates American Quasar
Petrolecum Co. of New Mexico, 606 Vaugnn Building, MMidland,

Texas 72701

1 S A an
2s the unit cporat

[, . 1T
wlil jore: ia

-~ PO AR T T R 2 e
P cr, LC Uil nLrecnieilt conuel-

plates the drilling of an initial test well fto a depth of
13,500 feet or to the Devonian Formation. - The proposed unit is
Mortir of and adjacent to the Red Hills Unit, as contracted.

3. The initizl test well for the proposed unit is

projected as a zmas well 660 feet from the Horth line and 760

<

feet from the Hast line, in the Nx/U HE/U of Section 25,

T, 25 S., R. 33 I., Lea County, uew Mexico. Although this well

is projected to 13,500 feet or to the Devonian Formation it is
provable that ovroduction will be oblained in the YWolfcanaw

St

Formation, The pronosed location £eenw the said well would be

Huorthnodox under the speclal rules arnd rezulations cstablichoed

~

(’:4_-/(“
Ryl




for the Red Hills-Wolfcamp Gas Pocl by Order ilo. R-3073.

4, Applicant seeks approval of the proposed Unit
Agzreement and further seeks approval of the proposed unorthodox
location for its initial test well therein. Approval of this
application will prevent waste, protect correlative rights,
prevent the drilling of unnecessary wells and enable the unit
operator to achieve an optimum location for the initial test
well for this unit.

WHEREFORE, applicant requests that\this application
be set forbhearing before the Commission or one of its
examiners and that the Commission enter its order apnroving the
Vaca Draw Unit Agreement and the unorthodox location for the

initial test well therein, all as set forth herein.

3 MONTGOMERY, FEDERICI, ANDREWS,
. ~ HANNAHS & MORRIS '

BY: / w/\/@,ﬁ(f’ e

Post Office Box/2307
Santa Fe, N.M.- 87501

ATTORNEYS FOR AYMERICAN QUASAR
FETROLEUIT CO. OF NbBwW MHEXICO
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CONSENT 10 UNORTHODOX WELL LOCATION

TO: New Mexico 0il Conservation Commission
Santa Fe, New Mexico

Gentlemen:

Reference is made to application of American Quasar Petroleum

Co. of New Mexico for approval of an unorthodox gas well location
660 feet from the North line and 760 feet from the East line of
Sectiorn. 28, T. 25 S., R. 33 E., Lea County, New Mexico.

The undersigned, being the owner({s) of an oil and gas lease(s)
offsetting the proposed unorthodox location, hereby consents
to said unorthodox location.

TEXACO INC,

| DATE : March 29, 1971 By: . q~,;&z %Q Q,Q)‘RM
/ttorney-(n-l?act d‘»

—

e e

BEFORE EXAMINER gTZ
1L CONSERVATION c;m..\}a .

e NO.d’-j -




CONSENT TO UNORTHODOX WELL LOCATION

T"0: New Mexico 0il Conservation Commission
Santa Fe, New Mexico

Gentlemen:

Reference is made to application of American Quasar Petroleum

Co. of New Mexico for approval of an unorthodox gas well location
660 feet from the North line and 760 feet from the East line of
Section 28, T. 25 €., R. 33 E., Lea County, New Mexico.

The undersigned, being the owner(s) of an oil and gas lease(s)
offsetting the proposed unorthodox location, hereby consents

to said unorthodox location.

Union 0il Company of California

- DATE: 7/9'/9/?//47 / By /6'/)7%( %ﬂ/mzw/

Perry R1 Bass
Foat- 5 4’/ 2y
DATE: 77 7/ By (el Jelbipp )
Bass Enterprises Production Co.

g 7
oATE:_ /o4 /2 / By : /Qﬁw/é&éﬁ /
77 = F )

Geor T, Abell

DATE: 5/}“1/7/
P / f T

}

/ | BEFORE EXAMINER UTZ !
AL CONSERVATILIS womminslls

o~ I

5/(',«;/,; s EXHIvft v __Z_______,
SENO,. Y5 F




Dceckoet No, 7-72

DOCKET: _EXAMINER _HEARING - WEDNESDAY - MARCH 31, 3671
9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,

STATE LAND OYFICE BUILDING - SANTA FE, NEW MEXICO

The following cases will be heara before Elvis A. Utz, Examiner, or
Daniel S. Nutter, Alternate Exanminer:

CASE 4353: (Reopened;
In the matter of Case 4353 being reopened pursuant to the pro-
visicons of Order No. R-3963, which order established l60-acre
spacing units for the Tres Papalotes-Pennsylvanian Pool, Lea
County, New Mexico, for a period of one year. All interested
parties may appear and show cause why said pool shouid not e
developed on less than 160-acre spacing units.

CASE 4516: Application of Sun 0il Company for a unit agreement, McKinley
County, New Mexico. Applicant, in the above-styled cause,
seeks approval of the Pot Mesa Unit Area comprising 8,423 acres,
more or less, of state and federal lands in Sections 2, 3, 7
through 11, and 15 through 22, Township 20 North, Rangz 6 West,
, McKinley County, New Mexico.

CASE 4517: Application of Midwest Oil Corporation for an unorthodox loca-
tion, Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks approval of its Federal J Com Well No. 1 at an
unorthcdox gas well location 660 feet from the South and West
lines of Secticn 21, Township 18 South, Range 24 East, North

//// Antelope Sink-Morrow Gas Pool, Eddy County, New Mexico.

CASE 4518: Application of American Quasar Petroleum Company of New Mexico
for a unit agreement, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks the approval of the Vaca Draw Unit
Area comprising 7680 acres, more or less, of State, Federal,
and fee lands in Township 25 South, Range 33 East, Lea County,
New Mexico,

CASE 4519: Applicaticn of Major, Giebel & Forster for a non-standard unit,
Lea County, New Mexico. Applicants, in the above-styled cause,
the approval of an 80-acre non-standard oil proration unit
comprising the SW/4 SW/4 of Secticn 29, and the SE/4 SE/4 of
Section 30, all in Tcwnship 16 South, Range 36 East, East Shoe
Bar-Devonian Pool, Lea County, New Mexico, to be dedicated to
a well to bz drilled in said SE/4 SE/4 of Section 30.




GOVERNOR

BRUCE KING
OIL CONSERVATION COMMISSION CHAIRMAN
STATE OF NEW MEXICO LAND COMMISSIONER

ALEX J. ARMUIJO
MEMBER

STATE GEOLOGIST
A.L.PORTER, JR.
May 3, 1971 SECRETARY - DIRECTOR

P. 0. BOX 2088 - SANTA FE
87501

Re: Case No. 4518
Order No. R-4130-~A

Mr. Sumner Buell
Montgomery, Federici, Andrews,

Hannahs & Morris Applicant:
Attorneys at Law
Post Office Box 2307 American Quasar Petroleum Co.

Santa Fe, New Mexico

Dear Sir:

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

Very truly yours,

A. L. PORTER, Jr. .
Secretary-Director 4%

ALP/ir

copy of order also sent to:
Hobbs OCC X

Ariesia OCC

Aztec OCC

Other




87501

April 6, 1971

Re:
Mr. Sumner Buell

Montgomery, Federici, Andrews,
Hannahs & Morris

Attorneys at Law

Post Office Box 2307

Santa Fe, New Mexico

Leb

/i1l

H -l
sl
aw pcopar

Dear Sir:

OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO
P. O. BOX 2088 - SANTA FE

GOVERNOR
BRUCE KING
CHAIRMAN

LAND COMMISSIONER
ALEX J. ARMIJO
MEMBER
STATE GEOLOGIST
A. L. PORTER, JR.
SECRETARY -- DIRECTOR

case No. 4518
Oorder No. R-4130
Applicant:

American Quasar Petroleum Co.

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

Very truly yours,

A. L, PORTER, Jr.
Secretary-Director &%

ALP/ir
Copy of order also sent to:

Hobbs OCC X

o S [a¥a¥al
aALrLesza oo

Aztec OCC

Other Unit Division

y2d

- State lLand Office




BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
March 31, 1971

EXAMINER HEARING

IN THE MATTER OF:

Application of American Quesar
Petroleum Company of New Mexico
for Unit Agreement, Lea County,
New Mexico,

Case No. 4518

MEARINGS, STATE MENTS, EXPERY TESTIMONY, DAILY COPY. CONVENTIONS
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1 MR, UTZ: Case 4518,

2 MR, HATCH: Case 4518. Application of American

3| Quasar Petroleum Company of New Mexico for Unit Agreement,

4| Lea County, New Mexico.

5 I would like to call to your attention -- rather,

6| I am kind of embarrassed to call the attention of the Examiner

7| to the fact that the application was not only for unit

-meier -

agreement, but it was for a nonstandard location for the well,
9 | and it was very plainly stated in several places in the

10 | petition, but I did not get it advertised for that, so I think

dearnley

11 | it would be advisable to let them go ahead and put on their

12 | testimony concerning the nonstandard location, and the case

3,
- o
z -
;ZS
8 9 13| can be readvertised.
- X
a. 0]
S I: 14 MR, BUELL: Mr. Examiner, I'm Sumner G. Buell of
- w
3 z5s
[-3
o gg 15 | Montgomery, Federici, Andrews, Hannahs and Morris, appearing
o 0oX
X U
w2 . »
g §5 16 | on behalf of American Quasar. We have two witnesses, Mr.
- 22
o« T
¢ <3 17| White, and Mr. Heunry.
o5
g Su
s 1o 18 MR. UTZ: Are there other appearances in this case?
5 19 MR, HENRY: W. J. Henry.
g de
® oW
38, 2 MR. UTZ: W. J, Henry? You're representing yourself?
"o
w X2
z (e 3:+]
2 % 21 MR, HENRY: No. American Quasar.
S %%
& s 22 MR. BUELL: He's one of our witnesses,
. 8%
iogk 23 MR, HENRY: Yes, sir.
2 3
< =
G L’E_’
s 2 24 MR. UTZ: Gkay. Will you come up and be sworn?

25 (Witness is sworn.)
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E, B, WHITE, JR,

called as a witness, having been first duly sworn, was

examined and testified as follows:

DIRECT EXAMINATION

BY MR, BUELL:

A

Would you state your name, please.

E. B, White, Jr.

And by whom are you employed and in what capacity?

I'm an independent landman.

And you are here appearing on behalf of American Quasar
Petroleum of New Mexico?

That's correct.

And where do you reside, Mr, White?

Midland, Texas.

Mr. White, referring you to what has been marked as
Exhibit 1, would you explain what this is?

Exhibit 1 is the unit agreement for the development
operation of the Baca draw unit area, and it is a
standard form of unit agreement prescribed by the USGS,
and the State Land Office of New Mexico.

And referring you to an attachment to that exhibit, that
is marked as Exhibit A, would you describe what Exhibit A
shows?

Exhibit A shows tbe land and leases included within the

unit area.
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Q And essentially what land is included within that arca?

A By legal description?

Q More or less outline it., 1It's in there,

A Well, it is twelve sections and 25 South, 33 East, Lea
County, New Mexico,

Q Have the various owners as shown on that exhibit con-
sented to this unit?

A We have consented by eighty-three percent of the working
interest owners in the unit area. The other sixteen and
two-thirds is represented by Texaco, Incorporated, who
is currently recommending their joining this unit.

Q I see, And have you obtained the consent of the state
to this unit?

A The state has indicated their preliminary approval to
approving the unit,.

Q Is this unit going to be under the terms of the agreement
expandable and contractable?

A That's correct.

MR. BUELL: I have nothing else of this witness.
CROSS EXAMINATION

BY MR, UTZ:

Q Now, these twelve sections are all even sections; is
that correct?

A Yes, sir,

Q And they are all in 15 South, 33 East?
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1 A Yes, sir.
2l Q And in Section 8, 9, and 10, 15, 16, and 17, 20, 21,
3 22, 27, 28 and 29; 1is that correct?
4| A Correct.,
5 MR, UTZ: Are there other questions of the witness?
. 6 | You may be excused.
’ MR, BUELL: Next witness is Mr. Henry.
—
=2 R W. J. HENRY
=
é;, ¢ | called as a witness, having been first duly sworn, was
.gg 10 | examined and testified as follows:
= " DIRECT EXAMINATION
¢, 12| BY MR. BUELL:
<
% ; 131 Q Would you state your name, please.
ggs q] A ¥. J. Henry.
% ow;r
§ ;5 15| @ Mr. Henry, by whom are you employed, and in what capacity]
: 52
% g% 16 | A I am a consultant geologist.
=
é §§ it Q And where do you reside, Mr. Henry?
g &1l A Midland, Texas.
E g? 19 Q Have you previously testified before the Commission, and
“ I:j’
% §§ 20 are your qualifications a matter of record?
s °
§ §§ 21 | A Yes, they are.
5 62
§ Ei 221 Q Are you familiar with what is sought in application in
i o
g E° 2 this case 45182
§ gé 24| A Yes, T am.

25 1 Q And one of the things that is sougnt is an unorthodox
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location; is that correct?

That's right.

Mr. Henry, referring you to what has been marked as
Exhibit 2, would you indicate to the Commissioner what

is shown on that exhibit? To the Examiner, excuse me.
This map is a map contoured at near the top of the pay,
which is a very poor reflector. And on this map, we

show the Baca draw unit, Hashard, and the Red Hills unit,
which is located on the south of this proposed unit,

and heavy dashed lines -- which has been contracted, it
shows our proposed unorthodox location in the Northeast
Northeast of Section 28, Township 25 South, Range 33 East
which is in an optimum location on a deeper map.

Now, referring you to what has been marked as Exhibit 3,
would you please explain that?

Exhibit 2 is a structural map contoured on top of this
Siluro-Devonian, which alsc has the Baca J proposed unit,
Hashard, and the Red Hills contracted unit in heavy
dashéd lines on the south end.

Would you briefly describe what you expect to encounter
in the Siluro-Devoulian area?

Yes, The number one Red Hills, commercial hydrocarbons,
but in the Siluro-Devonian -- but it was sour gas, and

it was not tested, T mean completed, from tlie zone at

that time. Our proposed location in the Northeast
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Northeast of 28, we believe that will he approximately
250 feet structurally high to the number one Red Hills,
which is the only well that penetrated to the Siluro-
Devonian.

Is the proposed location the optimum locations for this
well, geologically speaking?

Yes, this is the highest point on the structure.

And this is a test well, exploratory well?

Yes. This is an explcratory well, yes.

Do you have any estimate as to the cost of a well in this
area?

Yes. Ve estimate from $800,000 ﬁo one million dollars
to drill a Siluro-Devonian test.

All right., Mr., Henry, referring you to Exhibit 4 and 5,
will you, for the record, state what those exhibits are?
Yes. That is the original consent to the unorthodox
well locations by the participants and all the offset
operators which are in the urit,

This is all offset interest owners or operators to your
proposed well location?

To the proposed well location, yes.

Mr. Henry, in your opinion, would the granting of this
application as to the unit, and as to the unorthodox
location, prevent waste and protect correlative wights?

Yes, it will,
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Q And were Exhibits 2 and 3 prepared by you or under your
supervision?
A Yes, they were,

MR, BUELL: At this time, Mr. Examiner, I would
move the introduction of Exhibits 1, 2, 3, 4 and 5 into
evidence in this case,

MR, UTZ: Without objection, Exhibits 1 through 5
will be entered into the record of this case.

(Whereupon, Applicant's Exhibits
1 through 5 were duly admitted
into evidence.)

MR, BUELL: ‘I have no other questions,

CROSS EXAMINATION

BY MR, UTZ:

Q Mr, Henry, what is the location of your well?

A It wili be 760 from the east line, 660 from the north
line, There is a shallow Delaware dry holé there in the
Northeast Northeast of 28,

Q 660 from the north?

A And 760 from the east,

Q 760 from the east?

A From the east, yes.

Q Now, the reason _ou want this nonstandard location is

for structural reasons?

Yes, sit, Our plan is to check our structural




e e

X

~

-meier *=;

dearnley

SPECIALIZING IR DEOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONYENTIONS

NEW MEXICC 87103

FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

209 SIMMS BLDG.e 2,0, BOX 10020PHONE 243-6691¢ ALBUQUERGQUE,

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

PAGE 9

structural position is satisfactory at that depth,
we are going to the Siluro-Devonian.

MR, HATCH: This would actually be, then, an
application for nonstandard location in eithar the Wolf Camp
or the Devonian?

THE WITNESS: Pennsylvanian or Devonian.

MR, UTZ: Are there other questions of the witness?
Witness may be excused. Statements in the case?

MR. BUELL: I have nothing further.

MR, UTZ: Case will be taken under advisement.

We will take a ten-minute recess,

I P

i
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INDEX
WITNESS :
E. B. WHITE, JR.
Direct Examination Ly Mr. Buell
Cross Examination by Mr. Utz
W, J. HENRY

Direct Examination by Mr. Buell

Cross Examination by Mr. Utz

EXHIBIT MARKED

Applicant's Exhibits 1 - 5

PAGE

OFFERED AND
ADMITTED

8
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STATE OF NEW MEXICO )
) $S
COUNTY OF BERNALILLO )

I, LINDA MALONE, Court Reporter in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the
foregoing and attached Transcript of Hearing before the
New Mexico 0il Conservation Commission was reported by me and
that the same is a true and correct record of the said
proceedings, to the best of my knowledge, skill and ability.

Court Reporteér
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

March 31, 1971

EXAMINER HEARING

IN THE MATTER OF:

Application of American Quesar
Petrolewm Company of New Mexico
for Unit Agreement, Lea County,
New Mexico.

Case No. 4518

e N? e ol o Nt St

TRANSCRIPT OF HEARING
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1 MR, UTZ: Case 4518.

2 MR. HATCH: Case 4518, Application of American

3| Qugsar Petroleum Company of New Mexico for Unit Agreement,

4| Lea County, New Mexico.

5 I would like to call to your attention -- rather,

6| I am kind of embarrassed to call the attention of the Examiner
71 to the fact that the application was not only for umnit

8 | agreement, but it was for a nonstandard location for the well,
9| and it was very plainly stated in several places in the

10 | petition, but I did not get it advertised for that, so I think

dearnley-meier

11 | it would be advisable to let them go ahead and put on their
12 | testimony concerning the nonstandard location, and the case

13 | can be readvertised.

i,
5 °
g %; 14 MR, BUELL: Mr. Examiner, I'm Sumner G. Buell of
; ;f; 15 | Montgomery, Federici, Andrews, Hannahs and Morris, appearing
5 %% 16 | on behalf of Americen Quesar. We have two witnesses, Mr,
r 2z
g :;‘é 17 | White, and Mr. Henry.
g Eg 18 MR, UTZ: Are there other appearances in this case?
§_ 19 MR. HENRY: W. J. Henry.
5: gg 20 MR. UTZ: W, J. Henry? You're representing yourself?
é g; 21 MR, HENRY: No. American Quasar.
8 2%
E ég 22 MR, BUELL: He's one of our witnesses,
;3-‘: g’é 23 MR, HENRY: Yes, sir.
E ZE 24 MR, UTZ: Okay. Will you come up and be sworn?
25 ! - (Witness is swoyn.)
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called as a witness, having been first duly sworn, was

examined and testified as follows:

E. B. VHITE, JR.

DIRECT EXAMINATION

BY MR, BUELL:

Q Would you state your name, please.

A E. B. White, Jr.

Q And by whom are you employed and in what capacity?

A I'm an independent landman.

Q And you are here appearing on behalf of American Quasar
Petroleum of New Mexico?

A That's correct.

Q And where do you reside, Mr. White?

A Midland, Texas.

Q Mr. White, referring you to what has been marked as
Exhibit 1, would you explain what this is?

A Exhibit 1 is the unit agreement for the development
operation of the Baca draw unit area, and it 1is a
standard form of unit agreement prescribed by the USGS,
and the State Land 0ffice of New Mexico.

Q And referring you to an atcachment to that exhibit, that
is marked as Exhibit A, would you describe what Exhibit A
shows? |

A

Exhibit A shows the land and leases included wlthin the

unit area. i
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Q And essentially what land is included within that area?

A By legal description?

Q More or less outline it, It's in there.

A Well, it is twelve sections and 25 South, 33 East, Lea
County, New Mexico.

Q Have the various owners as shown on that exhibit cou-
sented to this unit?

A We have consented by eighty-three percent of the working
interest owners in the unit area., The ;ther sixteen and
two-thirds is represented by Texaco, Incorporated, who
is currently recommending their joining this umit.

Q I see. And have you obtained the consent of the state
to this unit?

A The state has indicated their preliminary approval to
approving the unit.

Q Is this unit going to be under the terms of the agreement
expandable and contractable?

A That's correct,

MR. BUELL: I have nothing else of this witness,
CROSS EXAMINATION

BY MR, UTZ:

Q Now, these twelve sections are all even sections; is
that correct?

A Yes, sir.

Q And they are all in 15 South, 33 East?
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A Yesg, sir.

0 And in Section 8, 9, and 10, 15, 16, and 17, 20, 21,
22, 27, 28 and 29; is that correct?

A Correct.

You may be excused,

called as a witness, having been first dhly sworn, was

examined and testified as followé:

BY MR. BUELL:

P o) Y o > 0

MR, UTZ: Are there other questions of the witness?

MR, BUELL: Next witness is Mr. Henry.

W. J. HENRY

DIRECT EXAMINATION

Would you state your name, please.
W. J. Henry,

Mr. Henry, by whom are you employed, and in what capacity?
I am a consultant geologist. |

And where do you reside, Mr. Henry?

Midland, Texas.

Have you previously testified before the Commission, and
are your qualifications &« matter of record?

Yes, they are.

Are you familiar with what is sought in application in
this case 45187

Yes, 1 am,

And one of the things that is sought is an unorthodox
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location; is that correct?

That's right.

Mr, Henry, referring you to what has been marked as
Exhibit 2, would you indicate to the Commissioner what

is shown on that exhibit? To the Examiner, excuse me.
This map is a map contoured at near the top of the pay,
which is a very poor reflector. And on this map, we

show the Baca draw unit, Hashard, and the Red Hills umit,
which is located on the south of this proposed umnit,

and heavy dashed lines -~ which has been contracted, it
shows our proposed unorthodox location in the Northeast
Northeast of Section 28, Tcwnship 25 South, Range 33 East,
which is in an optimum location on a deeper map.

Now, referring you to what has been marked as Exhibit 3,
wopld you please explain that?

Exhibit 3 is a structural map contoured on top of this
Siluro-Devonian, which also has the Baca J proposed unit,
Hashard, and the Red Hills contracted unit in heavy
dashed lines on the south end.

woqld you briefly describe what you expect to encounter
in the Siluro-Devonian area?

Yes. The number one Red Hills, commercial hydrocarbons,
but in the Siluro-Devonian -~ but it was sour gas, and

it was not tested, 1 mean completed, from the zone at

that time. Our proposed location in the Northeast
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1 Northeast of 28, we believe that will be approkimately ]
2 250 feet structurally high to the number one Red Hills,
3 which is the only well that penetrated to the Siluro-
4 Devonian.
o 5| Q Is the proposed location the optimum locations for this
; 6 well, geologically speaking?
i; 7| A Yes, this is the highest point on the structure.
-EE 8| Q And this is a test well, exploratory well?
g:. 9| A Yes. This is an exploratory well, yes.
-gg 10| Q Do you have any estimate as to the cost of a well in this
a>
- 11 area?
% . 12| A Yes. We estimate from $800,000 to one million dollars
% g 13 to drill a Siluro-Devonian test.
% g; 14| Q All right, Mr. Henry, referring you to Exhibit 4 and 5,
E ;; 15 will you, for the record, state what those exhibits are?
o oX .
g gg 16 | A Yes. That is the original consent to the unorthodox
g %% 17 well locations by the participants and all the offset
g Eg 18 cperators which are in the umit.
§ %é 19 (Q This is all offset interest owners or operators to your |
% ég 20 proposed well location? ‘
§ %é 21 | A To the proposed well location, yes.
% gi 22(Q Mr. Henry, in your opinion, would the granting of this
% gg 23 application as to the unit, and as to the unorthodox
g gé 24 location, prevent waste and protect zorrelative wighte,
25|A  Yes, it will,
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1| Q And were Exhibits 2 and 2 prepared by you or under your__}

2 supervision?
3| A Yes, they were,

4 MR, BUELL: At this time, Mr, Examiner, I would
s| move the introduction of Exhibits 1, 2, 3, 4 and 5 into |

6 evidence in this case.

_ 7 MR. UTZ: Without objection, Exhibits 1 through 5
a> |
'gé 8| will be entered into the record of this case. j
gér 9 (Whereupon, Applicant's Exhibits j
— 1 through 5 were duly admitted
= 10 into evidence,)
ad
= 11 MR. BUELL: I have no other questions,
E. 12 CROSS EXAMINATION
8§35 13| BY MR, UTZ:
g g; 14 Q Mr. Henry, what 1s the location of your well?
4 c 4% 15| A It will be 760 from the east line, 660 from the north
j Bk
?- g 52 16 line, There is a shallow Delaware dry hole there in the
3 § %5 1 Northeast Northeast of 28,
§i 35 B q 660 from the north?
>%: 191 A And 760 from the east.
I8, 2| Q 760 from the east?
é 2; 2t A From the earct, ves.
% éﬁ 22 Q Now, the reason you want this nonstandard location is
3 gg 23 for structural reasouns?
1 7
E 32 A Yes, sir. Our plarn is to check our structural

33 posgition whea we drill to the Pennsylvanian, and if our |
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structural position is satisfactory at that depth,
we are going to the Siluro-Devonian,

MR, HATCH: This would actually be, then, an

application for nonstandard location in either the Wolf Camp
or the Devonian?

THE WITNESS: Pennsylvanian or Devonian,

MR, UTZ: Are ‘here other questions of the witness?
Witness may be excused, Statements in the case?

MR. BUELL: 1I have nothing further.

MR, UTZ: Case will be taken under advisement.

We will take a ten~-minute recess.
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STATE OF NEW MEXICO ) o
COUNTY OF BERNALILLO ; °

I, LINDA MALONE, Court Reporter in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the
foregoing and attached Transcript of Hearing before the
New Mexico 0il Conservation Commission was reported by me and

that the game is8 a true and correct record of the said

proceedings, to the best of my knowledge, skill and ability.
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;
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

\Y|
Y
////:; THE MATTER OF THE HEARING

CALLED BY THE O1L CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

— Order No, R-_ 2130-A
APPLICATION OF AMERICAN QUASAR -
PETROLEUM COMPANY OF NEW MEXICO . R

FOR AN UNORTHODOX WELL LOCATION, s
LEA COUNTY, NEW MEXICO. .

\ s
Y. -
v

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on __March 31 , 1971,
at Santa Fe, New Mexico, before Examiner Elvis A. Utz .
s
NOW, on this___ day of , 19 71 the Commission, a

guorum being present, having considered the testimony, the record,

and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

(1) That dQue public notice having been given as required by

law, the Commission has jurisdiction of this cause and the subject

matter thereof.

(2) That the applicant, American Quasar Petroleum Company of

New Mexico, is the operator of the Vaca Draw Unit Area, Lea County,

New Mexico, approved by Commission Order No. R~4130, dated
April &, 1971.

(3) That the applicant seeks authority to cdrill an explora-
tory gas well at an unorthodox location within said unit area

at an unorthodox location 660 feet from the North line and 760

feet from the East line of Section 28, Township 25 South, Range 33

N




-2
CASE NO. 4518
Order No. R-4130=A

East, to test the Devenian, Fennsylvanian, and Wolfcamp formations

within one mile of the Red Hills Field with the primary objective
being the Devonian formation.

(4) That a well drilled at the proposed location should
encounter the Devonian formation structurally higher than a well |
drilled at a standard location. i

(5) That the proposed unorthodox gas well location will not

crowd acreage belonging to any other operator.

(6) That approval of the subject application will afford
‘the applicant the opportunity to produce its just and equitable
share of gas unerlying said unit area, will prevent the economic
‘loss caused by the drilling of unnecessary wells, avoid the
‘augmentation of risk arising from the drilling of an excessive
:number of wells, and will otherwise pnrevent waste and protect
.correlative rights.

IT IS THEREFORE ORDERED:

(1) That the applicant, American Quasar Petroleum Company ofi
New Mexico, is hereby authorized to drill an exploratory gas well

1 -

4 — ™~
“ 1 pcv

st oitiail, Penusylvanian, and wWoltcamp formations at an
unorthodox location 660 feet from the North line and 760 feet
from the East line of Section 28, Township 25 South, Range 33
East, NMPM, Lea County, New Mexico.

(2) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

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

designated.
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Comes now ANERICAN QUASAR PETROLRUM CO. OF NEW

MEXICO by its attorngeys and avplies for approval of tne VACA

Agreenment and Tor approval of an unorthodox gas well

initial btest well in said Unit, and in support

states

D

location for the

of its application

provosed Vaca Draw Unit comdrises all of

Sections 3, 9, 10, 15, 16, 17, 20, 21, 22, 27, 2% and 29,

T

25 S., R. 22 K., Lea Mew Texico, compris

i acres, nmore or less, of Federal, State and fee lands.

2. The vrcohosed Vaca Draw Unit 1s governed by the

Vace aw Unit Agreement which designates Quasar

Paegrolecun Co. of lLew Mexico, 06

Texas 797301, as {he unlt operator. fne Unit Agreement cont
olates the drilling of an initial test well to a deptin of
10,8090 foot or te tno Dovenian Toraation.  The prouosed unil s
,-»"“"“‘—"‘—-—__—\

orthy of and adjacent to the Hed rills Unit, as contracted.

3. g Anitd well Tor ths proposed unit is
nrojectal ao a 2 well 470 Poet fros tie erth 1ine and 740
feoot {rom Uhe LoAn Lo /B UE/0 of Seetiton 20,

20 S, 23 0., Len founty, o 2ico. Albthouwh fhls vwell

xEE

PR e




Tor the fed Hills--dolfcamp Gos Pool by Order oo H-3073.

4, Arolic cant }ééfgﬂﬁﬁﬁroval of tae proroscd Unit
Arrecnent and further seeks approval of the proposec unorthodox
1oc&ti0ﬂ for its 1anitial test well therein. Approval of this
application will prevent waste, vrotect correlative rights,
prevent the drilling of unnecessary wells and enable the unic

opverator to achieve an ovtimun location for the initial test

well for this unit.

i WHEREFORE, applicant requests that this application

vpe set for hearing before the Commission or one of its

examiners and that the Comnisslion enter its order &aporoving the

Vaca Draw Unit Agreement and the unorthodox location for the

initial test well therein, all as set forth herein.

IONTGOMNERY, FEDERICI, ANDREEWS, |
it HS &

ANHA MORRIS

Post Office BoOX 2?Of !
Santa Fe, H.M.- ,>7301 !

i v
! H
|

ATTORNEYS FOR ANMERICAN QUASAR
PETROLEUI CC. OF HEW HMEXICO
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BEFORE THE OIL CCMSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

| CALLED BY THE OIL COMSERVATION
| COMMISSION OF NEW MEXICO POR

| THR PURPOSE OF CONSIDERING:

' CASR NC, 4518
I Order Mo, R-4130

' APPLICATION OF AMERICAN QUASAR
PETROLEUM COMPANNY OF NEW MEXICO

. FOR APPROVAL OF THE VACA DRAW UNIT
AGREENMENT, LEA COUNTY, NEW MEXICO.

B C 51
E5I0N

x

|

f This cause came on for hearing at 9 a.m. on March 31, 1971,
! at Banta Pe, New Mexico, before Examiner Elvis A. "tzx,
}

i

:

|

NOW, on this 6th day of April, 1971, the Commission,
a guorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being fully
adviged in the premises,

EIND§:

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

(2) That the applicant, American Cuasar Petroleum Company
of Hew Moxico, seeks approval of the Vaca Draw Unit Agreement , |
covering 7,680 acres, more or less, of State, Federal and Fee ; |
lands described as followa: |

LEA COUNTY, NEW MEXICO i
TOWNSHIP 25 SOUTH, RANGE 33 BAST, HMPM j
Sections 8, 9, and 10: All A
Bactiong 15, 16, and 17: All
Bactiong 20, 21, and 22: All
Sections 27, 28, and 29: All

(3) That approval of the proposed unil agresment ghould




n
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CASE NO, 4518
Order No. R-4130

promote the prevention of waste and the protection of correla-
tive rights within the unit area.

T 18 O ]
(1) That the Vaca Draw Unit Agreement is hereby approved.

(2) That the plan contained in said unit agreement for
the development and operation ot the unit area is hereby '
approved in principle as 2 proper conservation measure, provided,
however, that notwithstanding any of the provisions contained in
said unit agreement, this approval shall not be considered as
waiving or relinguishing, in any wanner, any right, duty, or
obligation which i{s now, or may hereafter be, vested in the
Commission to supervise and control operations for the explora-
i tion and development of any lands committed to the unit and
:  production of oll or gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agree-~
i| ment within 30 days after the effective date thereof; that in
©  the event of subsequent joinder by any party or expansion or
! contraction of the unit area, the unit operator shall file
i with the Commission within 30 days thereafter counterparts of
© the unit agreement reflecting the subscription of those interests
#  having joined or ratified.

(4) That this order shali become effactive upon the approval
of said unit agreement by the Commiszioner of Public Lands for
. the State of New Mexico and the Director of the United States
ﬁ Geological Survey; that this order shall terminate ines faobs i
. upon the texmination of said unit agreement; and that the last |
unit operator shall notify the Commission immediately in writing
of such termination.

(5) That jurisdiction of this cause ig rotailned for the
entry of such further orders as the Commission may deem neces-
sary.
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DOME at Santa Fe, New Mexico, ¢n the day and year herein-
above designated,

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSIONM

-

,v-f/(’// : v//{./’ {j oy
KRUC KIRG, Chairman

) - -
S S
¢ 5 P s ;{:’ -
ALBX J. A 0, Member

S |
S T
A. L. PORTER, Jr., r & Secretary




BEFORE THE OIL CONSERVATION COMMISSION
QOF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATIONM
COMMISEION OF NEW MEXICO FOR
THE PURPOSE CF CONSIDERING:

CASE NO, 4518
Order KNo. R-4130-A

APPLICATION OF AMERICAN QUASAR
PETROLEUM COMPANY OF NEW MEXICO
FOR AN UNORTHODOX WELL LOCATION,
LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION
BY THE COMMISSION

This cause came on for hearing at 9 a.m, on March 31, 1971,
at Santa Fe, New Mexico, before Examiner Elvis A, Utz.

Now, on this _ 3rd  day of May, 1971, the Commission, a
quorum beinqg present, having considered the testimony, the
record, and the recommendations of the Ervaminer, and being fully
advised in the premiaes,

FINDS

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

(2) That the applicant, American Quasar Petroleum Company
of New Mexico, is the operator of the Vaca Draw Unit Area, Lea
County, New Mexico, approved by Commission Order No. R-4130,
deted April 6, 1971,

(3} That the applicant gseseks authority to drill an explora-;
tory gas well at an unorthodox location within said unit area
at an unorthodox location 660 feet from the North line and 760 |
feet from the East line of Section 28, Township 25 South, Range 33
East, to test the Devonial, Pennsylvanian, and Wolfcamp formation
within one wile of the Red Hills rield with the primary objective!
being the Devonian formation. |
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(4) That a well drilled at the proposed location should
encounter the Devonian formation structurally higher than a
well drilled at a standard location,

(5) That the proposed unorthodox gas well location will
not crowd acreage belonging to any other operator.

(6) That approval of the subject application will afford
the applicant the opportunity to produce its just and equitable
ahare of gas underlying said unit area, will prevent the economic
loss caused by the drilling of unnecessary wells, avoid the
augmentation of risk arising from the drilling of an excessive
number of wells, and will otherwige prevent waste and protect
correlative rights.

IT IS THEREFORE ORDERED:

(1) That the applicant, American Quasar Petroleum Company
of Kew Mexico, is hereby authorired to drill an exploratory gas
well to the Devonian, Pennsylvanian, and wolfcamp formations at
an unorthodox location 660 feet from the North line and 760 feet
from the Basi line of Section 28, Township 25 South, Range 33
Bast, NMPM, Lea County, New Mexico.

{2) That jurisdiction of this cause is retaired for the
gntry ¢of such further orders as the Commission may deem necessary

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

STATE OF WFEW MEYICO

- ot 4 S o NS

OIL CONSERVATION COMMISSION

’/,fj
j , .
- v e Ty

7L“,,/;1" /
SRUCE KING, Chailrman

ALEX J. ARLJO, Member

// 4 , ! /
/ ' . e 7
S SR 4

- . R 2
A, L. PORTER, Jr.”/ﬁembﬁr & Secretary




RATIFICATION OF AND JCINDER IN
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT
FOR THE
VACA DRAW UNIT AREA
LEA COUNTY, NEW MEXICO

In consideration of the execution of the Unit Agreement and the
Unit Operating Agreement for the Vaca Draw Unit Area, Lea County,
New Mexico, by American Quasar Petroleum Co. of New Mexico, as the
Unit Operatcr, and other working interest owners in said area, each
of which agreements is dated as of March 10, 1971 , the
undersigned owner or owners of lands, interests in lands, oil and
gas leases, interests in leases or working interests in production
located in said Vaca Draw Unit Area and described as subject to said
agreements, hereby severally, each to the extent of his or its partic-
ular ownership or interest, consent to the inclusion of said lands or
leases or other interests within the Unit Area and apprcve and adopt
the terms of said agreements as applicable to said lands, leases or
other interests, and hereby ratify, join in and adopt said agreements
and all of the terms and provisions thereof as though they were the
original signatory partiesgs thereto, and hereby commit said lands, leases
or other interests to said agreements and hereby assume all of the
rights and obligations incident thereto under said agreements, further
acknowledging receipt of a copy of each of said agreements.

-, _ )
Date: «%(’/é) m/("/’ )er/i’// TEXACO Inc.

APPRQVED /0 TC D // SN

i“'r..Lﬁ‘ml 5. . By o/ R S
ATTEST : v jAcrormeyyim=ract ;

fotg il @ZZZZl—  Address: _ P, 0. Box 3189

Midland, Texas 79701

STATE OF TEXAS

e a Nt
©
]

COUNTY OF Midland

The foiggoing instrument was acknowledged before me thisozi“éﬁéay

of _ pof bt e 1971, by . A N st oy Attorney-fn-Ract
of 7 TEXACO Inc. ,

, a corporation, on

behalf of said corporation.

o . = s

My Commission Expires: i AL e Z
-1-73 Notary Public of
Midland County, Texus

STATE OF TEXAS )
} ss
COUNTY OF )
The foregoing instrument was acknowledged before me this day
of , 1971, by ) .

My Commission Expires:

Notary Public




RATIFICATION OF AND JOINDER 1IN
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT
FOR THE
VACA DRAW UNIT AREA
LEA COUNTY, NEW MEXICO

‘In consideration of the execution of the Unit Agreement and the
Unit Operating Agreement for the Vaca Draw Unit Area, Lea County,
New Mexico, by American Quasar Petroleum Co. of New Mexico, as the
Unit Operator, and other working interest owners in said area, each
of which agreements is dated as of March 10, 1971 , the
undersigned owner or owners of lands, interests in lands, o0il and
gas leases, interests in leases or working interests in production
located in said Vaca Draw Unit Area and described as subject to said
agreements, hereby severally, each to the extent of his or its partic-
ular ownership or interest, consent to the inclusion of said lands or
leases or other interests within the Unit Area and approve and adopt
the terms of said agreements as applicable to said lands, leases or
other interests, and hereby ratify, join in and adopt said agreements
and all of the terms and provisions thereof as though they were the
original signatory parties thereto, and hereby comnit said lands, leases
or other interests tc said agreements and hereby assume all of the
rights and obligations incident thereto under said agreements, further
acknowledging receipt of a copy of each of said agreements,

pate: G—17-7 /

rany

L7 ~‘//

iz L f}. LY L Lo
ATTEST : Gladys H: Abell

Address: Box 430
Midland. Texas 79701

STATE OF TEXAS ),
) ss
COUNLY OF )
The foregoing instrument was acknowledged before me this day
of , 1971, by .
oi L , a corporation, on

behalf of said corporation.

My Commission Dxpires:

Notary Public

STATE OF TEXAS )
) ss _
COUNTY ¢ MIDLAND ) «1
The foregoing instrument was acknowledged before me this /V/ﬁ@de
of _ September » 1971, by _ George T. Abell and Gladys H. Abell, his wife,
My Commission Expires: 4 “__Jéié;;:»gﬁ_LL“L/J»rud~~h‘,_w

YT V. YLD Notary Public  Dolores DeArmon




RATIFICATION OF AND JOINDER IN
UNIT AGREEMENT AND UNIT OPERATING AGRBEEMENT
FOR THH
VACA DRAW UNIT AREA
LEA COUNTY, NEW MEXICO

In consideration of the execution of the Unit Agreement and the
Unit Operating Agreement for the Vaca Draw Unit Area, Lea County,
New Mexico, by_American Quasar Petroleum Co. of New Mexico, as the
Unit Operator, and other working interest owners in said area, each
of which agreements is dated as of March 10, 1971 , the
undersigned owner or owners of lands, interests in lands, o0il ang
gas leases, interests in leases or working interests in production
located in said Vaca Draw Unit Area and described as subject to said
agreements, hereby severally, each to the extent of his or its partic-
ular ownership or interest, consent to the inclusion of said lands or
leases or other intevests within the Unit Area and approve and adopt
the terms of said agreements as applicable to said lands, leases or
other interests, and hereby ratify, join in and adopt said agreements
and all of the terms and provisions thereof as though they were the
original signatory parties thereto, and hereby commit said lands, leases
or other interests to said agreements and hereby assume all of the
rights and obligations incident thereto under said agreements, further
acknowledging receipt of a copy of each of said agreements.

Date: q,_/s_;v/

By /ZM z/f

ATTBST'
, Address: 1211 Fort Werth National
ne otk s /u‘i»»¢
{/ Secretar%/ Bank Bldg., Fort Worth, Tex.
STATE OF TEXAS )
) ss
COUNTY Or TARKANL )

. The foregoing instrument was adknowledged before me this /3 day
of September , 1971, by E L uhznnZiJ041 ) Prosidle ~
of Bass Enterprises Production Co. ’ a/cé?%oratlon, on
behalf of said corporation.

My Commlsslon'pxplres- a\s( vfygé
_»};LWQJ, 1972 wod: ; kPiZb

STATE OF TEXAS )
$s
COUNTY OF )
The foregoing instrument was acknowledged bhefore me this _ day
of , 1971, by L

My Commission Expires:

Noltary Public




RATIFICATION OF AND JOINDER IN
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT
FOR THE
VACA DRAW UNIT AREA
LEA COUNTY, NEW MEXICO

In consideration of the execution of the Unit Agreement and the
Unit Operating Agreement for the Vaca Draw Unit Area, Lea County,
New Mexico, by American Quasar Petroleum Co. of New Mexico, as the
Unit Operator, and other working interest owners in said area, each
of which agreements is dated as of March 10, 1971 . the
undersigned owner or owners of lands, interests in lands, oil and
gas leases, interests in leases or working interests in production
located in said Vaca Draw Unit Area and described as subject to said
agreements, hereby severally, each to the extent of his or its partic-
ular ownership or interest, consent to the inclusion of said lands or
leases or other interests within the Unit Area and approve and adopt
the terms of said agreements as applicable to said lands, leases or
other interests, and hereby ratify, join in and adopt said agreements
and all of the terms and provisions thereof as though they were the
original signatory parties thereto, and hereby commit said lands, leases
or other interests to said agreements and hereby assume all of the
rights and obligations incident thereto under said agreements, further
ackncwledging receipt of a copy of each of said agreements.

Date: f-/3§7/

ATTEST:
Address: 121¥ Fort Worth National
Bank Bldg., Fort Worth, Tex.
STATE OF TEXAS )
ss
COUNTY OF _ RARRANRx )
The foregoing instrument was acknowledged before me this day
of , 1971, by ,
of , a corporation, on
behalf of said corporation,
My Commission Expires:
Notary Public
STATE OF TEXAS
) ss

COUNTY 0Or TARRANT )

The foregoing instrument was acknowledged before me this “fg%_day

of September , 1971, by Perry R. Bass and Nancy Lee Bass, his wife
N . . . ) A - '.’J . ‘i ( -
My Gomniss lon }.xpll oS e e RPNV G0 o A3 —
NN NS 4 Notafy IRhblic

J

. - ‘,,.i




RATIFICATION OF AND JOINDER IN
UNIT AGREEMENT AND UNIT OPERATING AGREEMENT
FOR THE
VACA DRAW UNIT AREA
LEA COUNTY, NEW MEXICO

In consideration of the execution of the Unit Agreement and the
Unit Operating Agreement for the Vaca Draw Unit Area, Lea County,
New Mexico, by American Quasar Petroleum Co. of New Mexico, as the
Unit Operator, and other working interest owners in said area, each
of which agreements is dated as of March 19, 1971 , the
undersigned owner or owners of lands, interests in lands, oil and
gas leases, interests in leases or working interests in production
located in said Vaca Draw Unit Area and described as subject to said
agreements, hereby severally, each to the extent of his or its partic-
ular ownership or interest, consent to the inclusion of said lands or
leases or other interests within the Unit Area and approve and adopt
the terms of said agreements as applicable to said lands, leases or
other interests, and hereby ratify, join in and adopt said agreements
and all of the terms and provisions thereof as though they were the
original signatory parties thereto, and hereby commit said lands, leases
or other interests to said agreements and hereby assume all of the
rights and obligations incident thereto under said agreements, further
acknowledging receipt of a copy of each of said agreements.

- -2/ '
Date: ? /3 / DELBASIN CORPORATION

By .;22467,69/

ATTEST: ‘\ e
ZZZ / Address: 1211 Fort Worth National
cﬁ—p/\
Secretary _Bank Bldg., Fort Worth, Tex
STATE OF TEXAS )
} ss
COUNTY OF _ TARRANI )

The foregoing instrument was acknowledged before me this /S day ~
o s

of September , 1971, by o W Se #9 p S o R Free - freJ/ of
of Delbasin_ Corporation - 7 . a/bé?§§§atlon, on
behalf of said corporation.
My Commission Expires: _\”AQAL{QL\QLE“V
Lﬁxwitl,lﬁ‘ﬁé NotaFy Public
STATE OF TEXAS )
SS
COUNTY OF ) )
The foregoing instrument was acknowledged before me this _ day
of , 1971, by o ] - o .

My Comnission Expires: .
" Notar y Public
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
VACA DRAW UNIT AREA
COUNTY OF LEA
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 10th day of

March, 13871, by and between the parties subscribing, rati-

fying, or cousenting hereto, and herein referred to as the
"parties hereto,"
WITNESSES?TH:

WHEREAS, the parties hereto are the owners of working,
royalty, or other o0il and gas interests in the unit area subject
to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920,
4] Stat. 437, as emended, 30 U. S. C. Secs. 181 et seq., author-
izes Federal lessees and their representatives to unite with
each other, or jointly or separately with others, in collec-
tively adoptirg and operating a ccoperative oxr unit plan of
development or operation of any cil or gas pool, field, or like
area, or any part thereof for the purpose of more properly con-
serving the natural resources thereof whenever determined and
certified by the Secretary of the Interior to be necessary or
advisable in the public interest; and

£

WHEREAS, the Commissioner cf Public Lands of the State
of New Mexico 1s authorized by an Act of the Legislature (Sec.
7-11-39 N.M. Statutes 1953 Annotated) to consent to or approve
this agreement on behalf of the State of New Mexico, in so far

as it covers and includes lands and mineral interests of the

State of New Mexico; and
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1 WHEREAS, the 0il Conservation Commission of the State 1

2 of New Mexico is authorized by an Act of the Legislature {(Chapter 2

3 72, Laws of 1935, as amended by Chapter 193, Laws of 1937, 3

4 Chapter 166, Laws of 1941, and Chapter 168, Laws of 1949) to 4

5 approve this agreement and the conservation provisions hereof; 5

© and 6

7 WHEREAS, the parties hereto hold sufficient interests in 7

8 the Vaca Draw Unit Area covering the land hereinafter described 8

9 to give reasonably effective control of operations therein; and 9

10 WHEREAS, it is the purpose of the parties hereto to 10

11 consexve natural resources, prevent waste, and secure other ben- 11

12 efits obtainable through development znd cperation of the area 12

13 subject to this agreement under the terms, conditions, and limita- 13

i 14 tions herein set forth; 14

5 15 NOW, THEREFORE, in consideration of the premises and the 15

%‘ 16 promises herein contained, the parties hereto commit to this 16
?g 17 agreement their respective interests in the below-defined unit 17
‘é 18 area, and agree severally among themselves as follows: 18
i- 19 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of 19
;é 20 February 25, 1920, as amended, supra, and all valid pertinent 20
%A 21 regulations, including operating and unit plan regulations, here- 21
‘ 22 tofore issued thereunder or valid, pertinent, and reasonable 22
23 regulations hereafter issued thereurder are accepted and made a 23

24 part of this agreement as to Federal lands, provided such regula- 24

25 tions are not inconsistent with the terms of this agreement; and 25

26 as to State of New Mexico lands, the o0il and gas operating regu- 26

27 lations in effect as of the effective date hereof governing 27

28 driiling and producing cperations, not inconsistent with the terms 28

29 hereof or the laws of the State of New Mexico are hereby accepted 29
30 and made a part of this agreement. 30

31 2. UNIT AREA. The area specified on the map attached hereto 31
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marked Exhibit "A" 1is hereby designated and recoynized as consti-
tuting the unit area, containing 7,680 acres, more or less,
Exhibit "A" ghows, in addition to the boundary ol the unit
¢rea, the boundaries and identity of tracts and leases in said
area to the extent known to the Unit Operator. Exhibit "B"
attached hereto is a schedule showing to the extent known to the
Unit Operator the acreage, percentage, aud kind of ownership of
0il and gas interests in all land in the unit area. However,
nothing herein or in said schedule c¢r map shall be construed as a
representation by any party hereto as to the ownership of any
interest other than such interest or interests as are shown in
said map or schedule as owned by such party. Exhibits "A" and "B"
shall be revised by the Unit Cvsrator whenever changes in the unit
area render such revision necessary, or when requested by the 0il

o~

and Gas Supervisor, hereinafter referred to as "Supervisor", or
when requested by the Commissicner of Public Lands of The State
of New Mexico, hereinafter referred to as "Land Commissioner", and
not less than five (5) copies c©f the revised exhibits shall be
filed with the Supervisor, and two (2) copies thereof shall be
filed with The Land Commissioner and one (1) copy with The New
Mexico 0Oil Conservation Cowmmission, hereinafter referred to as
"Conservation Commission'".

The above-described unit area shall when practicable be
expanded to include therein any additional lands or shall be con-
tracted to exclude lands whenever such expansion or contraction
is deemed to be necessary or advisable to conform with the pur-
poses of this agreement. Such expansion or coantraction shall bhe
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 Commissioner, but only after
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preliminary concurrence by the Director and The Land Commis-
sioner, shall prepare a notice of proposed expansior or contrac-
tion describing the contemplated changes in the boundaries of
the unit area, the reasons therefor, and the proposed effective
date thereof, preferably the first day of a month subsequent to
the date of notice.

(b} Said notice shall be delivered to the Supervisor, the
Land Commissioner and the Conservation Commission and copies
thereof mailed to the last known address of each working interest
owner, lessee, and lessor whose interests are affected, advising
that 30 days will be allowed for submission to the Unit Operator
of any objections.

(c) Upon expiration of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the
Supervisor, Land Commiscioner and Conservation Commission evi-
dence of mailing of the notice of expansion or contraction and
a copy of any objections thereto which have been filed with the
Unit Operator, together with an application in sufficient number,
for approval of such expansion or contraction and with appro-
priate joinders.

(d) After due consideration of all pertinent information,
the expansion or contraction shall, upon épproval by the Super-
visor, the Land Commissioner and the Ceonservation Commission,
become effective as of the date prescribed in the notice therecf.

(e) Bll legal subdivisions of lands (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 multiples of 40 acres or the nearest
aliquot equivalent thereof), no parts of which are entitled to

be in a participating area on or before the fifth anniversary of

the effective date of the first initial participating area
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established under this unit agreement, shall be eliminated
automatically from this agreement, effective as of said fifth
anniversary, and such lands shall no longer be a part of the
unit area and shall no longer be subject to this agreement,
unless diligent drilling operations are in progress on unitized
lands not entitled to participation on said fifth anniversary,
in which event all such lands shall remain subject hereto for so
long as such drilling operations are continued diligently, with
not more than 90 days' time elapsing between the completion of
one such well and the commencement of the next such well. All
legal subdivisions of lands not entitled to be in a partici-
pating area within 10 years after the effective date of the
first initial participating area approved under this agreement
shall be automatically eliminated from this agreement as of
said tenth anniversary. All lands proved productive by dili-
gent drilling operations after the aforesaid 5-year period shall
become participating in the same manner as during <aid 5-year
period. However, when such diligent drilling operations cease,
all nonparticipating lands shall be automatically eliminated
effective as of the 91st day thereafter. The unit operator
shall within 90 days after the effective date of any elimina-
tion hereunder, describe the area so eliminated to the satis-
faction of the Supervisor and the Land Commissioner and promptly
notify all parties in interest.

If conditions warrant extension of the 10-year period
specified in this subsection 2(e), a single extension of not
to exceed 2 vears way be accomplished by consent of the owners
of 90% of the working interests in the current nonparticipating
unitized lands and the owners of 60% of the basic royalty
interests (exclusive of the basic royalty interests of the

United States) in nonparticipating unitized lands with approval
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of the Directer and the Land Commissioner, provided such exten-
si1on application is submitted to the Director and the Land
Comnmissioner not later than 60 days prior to the expiration of
said 10-yecar period.

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

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land com-
mitted to this agreement shall constitute land referred to here-
in as "unitized land" or "land subject to this agreement". Alil
0oil and gas in any and all formations of the unitized land are
unitized uncder the terms of this agreement and herein are called
"unitized substances".

4. UNIT OPERATOR. American Quasar Petroleum

Co. of New Mexico is
hereby designated as Unit Operator and by signature hereto as

Unit Operator agrees and consents to accept the duties and obli-
gations of Unit Cperator for the discovery, development, and
production of unitized substances as herein provided. Whenever
reference is made herein to the Unit Operator, such reference
means the Unit Operator acting in that capacity and not as an
owner of interest in unitized substances, and the term "working
interest owner" when used herein shall include or refer to Unit
Operator as the owner of a working interest when such an inter-
est 1s owned by 1it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Opera-
tor shall have the right to resign at any time prior to the
establishment of a participating area or areas hereunder, but
such resignation shall not becoave effective so as to release
Unit Operator from the duties and obligations of Unit Operator

and terminate Unit Operater's rights as such for a period of
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six months after notice of intention to resign has been served

by Unit Operator on all working interest owners, the Supervisor,
the Land Commissioner and Conservation Commission, and until all
wells then drilled hereunder are placed in a satisfactory condi-
tion for suspension or abandonment whichever is required by the
Supervisor as to Federal lands and by the Conservation Commission
as to State lands unless & 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 area established hereunder is in existence, but,
in all instances of resignation or removal, until a successor
tnit cperator 1is selected and approved as hereinafter provided,
the working interest owners shall be jointly responsible for
performance of the duties of unit operator, and shall not later
than 30 days kefore such resignation or removal becomes effective
appoint a common agent to represent them in any action to be
taken hereunder.

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

The Unlt Operator may, upon default or failure in the per-
formance of its duties or obligations hereunder, be subject to
removal by the same percentage vote of the owners of working
interests as herein provided for the sclection of a new Unit
Operator. Such removal shall be effective upon notice thereof
to the Supervisor and The Land Commissioner.

The resignation or removal of Unit Operator under this

agreement shall not terminate i1te right, title, or interest as
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the owner of a working interest or other interest in unitized
substances, but upon the resignation or removal of Unit Operator
becoming effective, such Unit Operator shall deliver possession
of all welils, equipment, materials, and appurtenances used 1in
conducting the unit operations to the new duly qualified succes-
sor Unit Operator or to the common agent, if no such new Unit
Operator is elected, to be used for the purpose of conducting
unit operations hereunder. Nothing herein shall be construed as
authorizing removal of any material, eguipment and appurtenanceé
needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator
shall tender his or its resignation as Unit Operator or shall be
removed as hereinabove provided, or a change of Unit Operator
is negotiated by working interest owners, the owners of the
working interests in the participating area or areas according
to their respective acreage interests in such participating area
or areas, or, until a participating area shall have been estab-
lished, the owners of the working interests according to their
respeccive acreage intereste in all 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 interests
qualified to vote are owned by one party to this agreement, a
concurring vote of one or more additional working interest owners
shall be 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 Unit Operator, and

(b) the selection shall have been approved by the Super-
visor and the Land Cowmmissioner.

If no successor Unit Operator 1is selected and qualified as

herein provided, the Director and the Land Commigsicner at their
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election may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. if
the Unit Operator is not the sole owner of working interests,
costs and expenses incurred by Unit Operator in conducting unit
operations hereunder shall be paid and apportioned among and
borne by the owners of working interests, all in accordance with

the agreement or agreements entered into by and between the Unit

Operator and the owners of working interests, whether one or more, 8

separately or collectively. Any agreement or agreements entered
into between the working interest owners and the Unit Operator as
provided in this section, whether one or more, are herein re-
ferred to as the "unit operating agreement”. Such unit operating
agreement shall also provide the manner in which the working
interest owners shall be entitled to receive their respective
proportionate and allocated share of the benefits accruing hereto
in conformity with their underlying operating agreements, leases,
or other independent contracts, and such other rights and obliga-
tions as between Unit Operator and the working interest owners as
wmay 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 relieve the Unit Operator of any right or obliga-
tion established uncder this unit agreement, and in case of any

inconsistency or conflict between this unit agreement and the

unit operating agreement, this unit agreement shall govern. Three

true copies of any unit operating agreement executed pursuant to
this section should be filed with the Supervisor ard one (1) true
copy with the Land Commissioner, prior to approval of this unit
agreement.

8. RIGHTS AND OBLIGATIONS OF UN'T OPERATOR. Except as

otherwise specifically provided herein, the exclusive right,
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privilege, and duty of exercising any and all rights of the par- 1
ties hereto which are necessary or convenient for prospecting for, 2
producing, storing, allocating, and distributing the unitized 3

substances are hereby delegated to and shall be exercised by the 4

Unit Operator as herein provided. Acceptable evidence of title 5
to said rights shall be deposited with said Unit Operator and, 6
together with this agreement, shall constitute and define the 7
rights, privileges, and obligations of Unit Operator. Nothing 8

herein, however, shall be construed to transfer title to any land 9

or to any lease oxr operating agreement, it being understood that 10

under this agreement the Unit Operator, in its capacity as Unit 11

Operator, shall exercise the rights of possession and use vested 12

in the parties hereto only for the purposes herein specified. 13

2. DORILLING TO DISCOVERY. Within € months after the 14

effective date hereof, the Unit Operator shall begin to drill an 15

adequate test well at & locaticon approved by the Supervisor if 16

on Federal land or by the Land Commissioner if on State land, or 17

by the Conservation Commission if on privately owned land, unless 18

on such effective date a well is being drilled conformably with 19

the terms hereof, and thereafter continue such drilling dili- 20

gently until the Pennsylvanian (Atoka) formation has been tested 21

or until at a lesser depth unitized substances shall be discov- 22
ered which can be produced in paying quantities (to wit: quanti- 23
ties sufficient to repay the costs of drilling, completing, and 24
producing operations, with a reasonable profit) or the Unit 25
Operator shall at any time establish Lo the satisfaction of the 26
Supervisor if on Federal land, of the Land Commissioner if on 27
State land, or of the Conservation Commiscion 1f on privately 28
owned land, that further drilling of said well would bhe unwar- 29
ranted or impracticable, provided, however, thabt Unit Operator 30

shall not in any event be required to drill

10~

satd

well to a depth 31
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in excess of 15,000 feet. Until the discovery of a deposit of

unitized substances capable of being produced in paying quantities,

the Unit Operator shall continue drilling one well at a time,
allowing not more than 6 months between the completion of one
well and the beginning of the next well, until a well capable of
producing unitized substances in paying quantities is completed
to the satisfaction of said Supervisor if it be on Federal land
or of the Land Commissioner if on State land or of the Conserva-
tion Commission if on privately owned land, or until it is
reasonably proved that the unitized land is incapable of produc-
ing 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 oOr
continue any drilling during the period pending such resignation
becoming effective in order to comply with the requirements of
this section. The Supervisor and Land Commissicner may modify
the drilling requirements of this section by granting reasonable
extensions of time when, in their opinion, such action is war-
ranted.

Upon failure to commence any well provided for in this
section within the time allowed, including any extension of time
granted by the Supervisor and the Lend Comnissioner, this agree-
ment will automatically terminate; upon failure to continue
drilling diligently any well commenced hereunder, the Supervisor
may, after 1l5-days notice to the Unit Operator, declare this unit
agreenent terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within ©
months after completion of a well capable of producing unitized
substances in paying quantities, the Unit Operator shall submit

for the approval of the Supervisor and the Land Commissioner an

~-11-

13

21

26

27

28

29

30

31




0

10

11

12

13

14

15

16

17

18

22

23

24

26

27

28

29

30

31

acceptable plan of development and operation for the unitized 1
land which, when approved by the Supervisor and Land Commissioner, 2
shall constitute the further drilling aand operating obligations of 3
the Unit Operator under this agreement for the period specified 4
therein. Thereafter, from time to time before the expiration of 5
any existing plan, the Unit Operator shall submit for the approval 6
of the Supervisor and Land Commissioner a plan for an additional 7

specified period for the development and operation of the unitized 8

land. 9
Any plan submitted pursuant to this section shall provide 10
for the exploration of the unitized area and for the diligent 11

drilling necessary for determination of the area or areas thereof 12
capable of producing unitized substances in paying quantities in 13
each and every prcductive formation and shall be as complete and 14

adeguate as the Supervisor and Land Commissioner may determine to 15

be necessary for tiwmely development anc proper conservation of 16
the 01l and gas resources of the unitized area and shall: 17
(a) specify the nuwber and lccaticns of any wells to be 18
drilled and the proposed order and time for such drilling; 19
{b) to the extent practicable specify the operating 20
practices regarded as necessary and advisable for rroper 21
conservation of natural resources. 22
Separate plans may be submitted for separate productive zones, 23
subject to the approval of the Supervisor and the Land Commis- 24
sioner. 25
Plans shall be modified or supplemented when necescsary Lo 26
meet changed conditions or to vrotect the interests of all par- 27
ties to this agreement. Reasonable diligence shall be exercised 28
in complying with the obligations of the approved plan of devel- 29
opnent. The Supervisor and Land Commissioner are authorized to 30
grant a recasonable extension of the H-wonth period hereln 3L
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prescribed for submission of an initial plan of development where
such action is justified because cf unusual conditions or circum-
stances. After completion hereunder of a well capable of produc-
ing any unitized substance in paying quantities, no further wells,
except such as may be necessary to afford protection against oper-
ations not under this agreement and such as may be specifically ap-
proved by‘the Supervisor and Land Commissioncr, shall be drilled
except in accordance with a plan of development approved as herein
provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well
capable of prcducing unitized substances in paying quantities or
as soon thereafter as required by the Supervisor and Land Com-
missioner, the Unit Operator shall submit for approval by the
Supervisor and the Land Commissioner, a schedule, based on sub-
divisions of the public-land survey or aliguot parts thereof, of
all land then regarded as reasonably proved to be productive in
paying quantities; all lands in said schedule on approval of the
Supervisor and the Land Commissioner to constitute a participat-
ing area, effective as of the date of completion of such well or
the effective date of this unit agreement, whichever is later.

The acreages of loth Federal and non-Federal lands shall be based

upon appropriate computations from the courses and distances shown

on the last approved puhlic—land survey ac of the effective date of

&1

each initial participating area. 83id schedule shall also set
forth the percentage of unitized substances to be alloca ted as
herein provided to cach tract in the participating area so estab-
lished, and shall govern the allocation of production conmencing
with the of fective da to of the participating area. A separate
participating arca shall Le es_ablished for cach scwvarate nool or
deposit of unitized substances or for any dgdroup thereof which is
produced as a single pool or zonce, and any twe Or more participat-

ing arecas so established may he combined into one, on approval of

- 13~
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the Supervisor and the Land Commissioner. When production from
two or more participating areas, so established, is subsequently
found to be from a common pool or deposit said participating areas
shall be combined into one effective as of such appropriate date
as may be approved or prescribed by the Supervisor and the Land
Commissioner. The participating area or areas so established shall
be revised from time to time, subject to like approval, to include
additional land then regarded as reasonably proved to be produc-
tive in paying guantities or necessary for unit operations, or to
exclude land then regarded as reasonably proved not to‘be produc-
tive in paying quantities and the schedule of allocation percent-
ages shall be revised accordingly. The effective date of any re-
vision shall be the first of the month in which is obtained the
knowledge or information on which such revision is predicated,
provided, however, that a more appropriate effective date may be
used if justified by the Unit Operator and approved by the Super-
vesor and the Land Commissioner. No land shall be excluded from
a participating area on account of depletion of the unitized sub-
stances, except that any participating area established under the
provisions of this unit agreement shall terminate automatically
whenever all completions in the formation on which the partici-
pating area is based are abandoned.

1t is the intent of this serticon that a p2v " _ipatin
shall represe:t the area known or reasonably estimated to be pro-
ductive in paying guantities; but, regardless of any revision of
the participating area, nothing herein contained shall be con-
strued as requiring any retroactive adjustment for production oh-
tained prior to the cffective date of the revision of the partici-
pating area.

Iin the absence of agreement at anv time heltween the Unit

Operator and the Supervisor and tne Land Commissioner as to the
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proper definition or redefinition of a participating area, cor until

a participating arca has, or arcas have, been established as pro-
vided herein, the portion of all payments aftfected thereby shall

be tmpounded an g omanner matually aceoptable to the owners of work-
ing interests and the Supervasor and the Land Comnissioner. Royal-
ties due the United States and the Stalte of Noew Mexico shall be de-
termined by the Supervisor and the Land Commissioner, respectively,
and the amounts thereof shall be deposited, as directed by the
Supervisor and the Land Commissioner to be held as unearned monies
until a participating arca is finally approved and then applied as
earncd or rcturnced in accordance with a determination of the sums
due as Federal royalty and State of New Mexico royalty, respec-
tively, on the basis of such approved participating area.

Whenever it is determined subject to the approval of the
Supervisor, as to weclls drilled on Federal land and of the Land
Commissioner as to wells drilled on State land and of the Conser-
vation Commission as to wells drilled on privately owned land,
that a well drilled under this agreement is not capable of pro-
duction in paying qguantities and inclusion of the land on which
it is situated in a participating area is unwarranted, production
from such well shall, for the purpose of settlement among all par-
ties other than working interest owners, be allocated to the land
on which the well is located unless such land is already within
che participating area established for the pocl or deposit from
which such production is obtained. Settlement for working inter-
est benefits from such a well shall be made as provided in the unit
operating agreement.

12,0 ALLOCATION OF PRODUCTION. All unitized substances pro-
duced from cach partilcipating area established under this agrece-
ment, except any part thereof used in conformity with good operat-

ing practices within the unitized areca for drilling, operating,
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camp and other production or development purposes, for repressur-
ing or recycling in accordance with a plan of development ap-
proved by the Supervisor, the Land Cemmissioner and the Conserva-
tion Commissicon, or unavoidably lost shall be deemed to be pro-
duced eqgqually on an acreage basis from the several tracts of unit-
ized land of the participating area established for such produc-
tion and, for the purpose of determining any benefits accruing
under this agreement, each such tract of unitized land shall have
allocated to it such percentage of said production as the number
of acres of such tract included in said participating area bears
to the total acres of unitized land in said participating area,
except that allocation 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 opérating
agreement whether in conformity with the basis of allocation here-
in set forth or otherwise. It is hereby agreed that production of
unitized substances from a participating area shall be allocated
as provided herein regardless of whether any wells are drilled on
any particular part or tract.of said participating area. If any
gas produced from one participating area is used for repressuring
or recycling purposes in another participating area, the first gas
withdrawn from such last-mentioned varticipating area for sale dur-
ing the life of this agreement shall be considered to be the gas
so transferred until an amrunt egual to that transferred shall he
so produced for sale and such gas shall be allocated to the parv-
ticipating area from which initially produced as such area was

last defined at the time of such final production.

13. DEVELIOPMENT OR OPERATION OF MNON-PARTICIPATING LAMND OR
FORMATIONS .
Any party hereto cowning or controlling the working interest in any

unitized land having thereon a vegular well location mav with “he
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approval of the Supervisor as to Federal land, the Land Commlis-
sioner as to State land, and the Conservation Commission as to
privately owned land, at such party's cole risk, coste, and
expense, drill a well to test any formation for which a partici-
pating area has not been established or to test any formation
for which a participating area has been established if s=uch
location is not within said participating area, unless within

90 days of receipt of notice from said party of his intention to
drill the well the Unit Operator elects and commences to drill
such a well in like manner as other wells are drilled by the
Unit Operator under this agrecment.

If any well drilled as aforesaid by a working interest
owner results in production such that the land upon which it 1is
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 operatad by
the Unit Operator in accordance with the terms of this agree-
ment and the unit operating agreement.

If any well drilled as aforesaid by a working interest
owner obtains production in quantities insufficient to justify
the 1inclusion of the land upon which cuch well 1o cituated in
a participating area, such well wmay be operated and produced by
the party drilling the same subject to the conservation reguire-
ments of this agreement. The royalties 1n amount or value of
production from any such well shall be paid as specified in the
underlying lease and agreemcents affected.

14. ROYALTY SETTLEMENT. The United States, the State of
New Mexico and any royalty owner who, 1g entitled to take 1n
kind a share of the substances now unitized hercunder zhall
hereafter be entitled to the right to take in kind its share

of the unitized substances, and Unit Operaltor, or the working
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1 interest owner in case of the operation of a well by a working 1

2 interest owner as herein provided for in special cases, shall 2
3 make deliveries of such royalty sharce taken in kind in conform- 3
4 1ty with the applicable contracts, laws, and regulations. Scot- 4

[Gg]

tlement for royalty interest not taken in kind shall be made by 5

) working interest owners responsible therefor under existinug con- 6
7 tracts, laws and regulations, or by the Unit Operator on or 7
8 hefore the last day of each wmonth for unitized substances pro- 8
9 duced during the preceding calendar month; provided, however, 9
10 that nothing herein contained shall operate to relieve the les- 10
11 sees of any land from their respective lease obligations for the 11
12 payment of any royalties due under their leases. 12
13 If gas obtained from lands not subject to this agreement 13
14 is introduced into any participating area hereunder, for use in 14
15 repressuring, stimulation of production, or increasing ultimate 15
16 recovery, in conformity with a plan of operations approved by 16
17 the Supervisor, the Land Commissioner and the Conservation 17
18 Commission, a like amount of gas, after settlement as herein 18
19 provided for any gas transferred from any other participating 19
20 area and with appropriate deduction for lcss from any cause, may 20
21 be withdrawn from the formation into which the gas is intro- 21
22 duced, royalty free as to dry gas, but not as to any products 22
23 which may be extracted therefrom; provided that such withdrawal 23
24 shall be at such time as may be provided in the approved plan 24
25 of operacions or as may otherwise be consented to by the Super- 25
26 visor, the Land Commlssioner and the Conservation Commission, as 26
27 conforming to good petroleum engineering practice; and provided 27
28 further, that such rignt of withdrawal shall terminate on the 28
29 termination of this unit agreement. 29
30 Royalty duc the United States shall be comnpated as pro- 30

31 vided 1in the operating regulations and paid in value or delivered 31
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in kind as to all unitized substances on the basis of the

amounts thereof allocated to unitized Federal land as provided
herein at the rates specified in the respective Federal leases,
or at such lower ratec or rates as may be authorized by law or

regulation; provided, that for leases on which the royalty rate

depends on the daily average production per well, said average

production shall be determined in accordance with the operating
regulations as though each participating area were a single
consolidated lease.

Royalty due the State of New Mexico shall be computed and
paid on the basis of the amounts allocated to unitized State
land as provided herein at the rate specified in the State oil
and gas lease.

Royalty due on account of privately owned lands shall be
computed and paid on the basis of all unitized substances allo-
cated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due
on leases committed hereto shall be paid by working interest
owners responsible therefor under existing contracts, laws, and
regulations, provided that nothing herein contained shall op-
erate to relieve the lessees of any land from their respective

lease obligations for the payment of any rent

8%

I orm
royalty due under their leases. Rental or minimum royalty for
lands of the United States subject to this agrecment shall be
paid at the rate specified in the respective leases from the
United States unless such rental or wintwum royalty 1ls waived,
susponded, or reduced by law or by auvuroval :  Secreary or

hls duly authorized reprecentative.

Rentals on State of New lMexico lands subject to thiz asree-

ment shall be paid at the rates speocifiod in the respectyve

leases.
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With respect to any lecase on non-Foederal land containing

provisions which would terminate such

lease unless drilling

operations are commenced upon the land covered thereby within

the tiwe therein specified or rentals are paid for the privileqge
of deferring such drilling operations,

thereby shall, notwithstanding any other provision of this agree-

the rentals required

ment, be deemed to accrue and become payable during the term

thereof as extended by thls agreement and until the reguired

drilling operations are commenced upon the land covered thereby

or until some portion of such land is included within a partici-

pating area.

16. COMSERVATION. 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 Superviscr and Land Commlissioner deems appropriate and

adeduate to prevent drainage of

tized land by wells on land not

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED.

terms, conditions, and provisions of all Jeacecs

~ ¢

other contracts relating to exploration, drilling,

or operation for oil or gas on lands committed to this agreement

ciih]lsacne
cuplcacea

unitized substances from uni-

subject to this agreement.

The

o A
’ A

developuent,

are hereby expressly modified and amended to the extent neces-

sary 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 to Federal lecases

and the Land Commissioner as to State leases,

shall and cach by

his approval hereor, or by the approval hercof by his duly

authovized representative,

does hereby establish,

-20-
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1 or revoke the drilling, producing, rental, minimum royalty, and

2 royalty requircements of Federal and State leases committed hereto
3 and the regulations 1n respect thereto to conform said require-
4 ments to the provisions of this agreement, and, without limiting

(G2

the generality of the foregoing, all leases, subleases, and con-

—

6 tracts are particularly modified in accordance with the follow-
7 ing: |

8 {(a) The development and operation of lands subject to

S this agreement under the terms hereof shall be deemed
10 full performance of all ckligaticons [or development and
11 operation with respect to each and every separately

i2 owned tract subject to this agreement, regardless of

13 whether there is any development of any particular tract
14 of the unit area.

15 {b) Drilling and producing operations performed here-
16 under upon any tract of unitized lands will be accepted
17 and deemed to be performed upon and for the benefit of
18 each and every tract of unitized land, and no lease

19 shall be deemed to expire by reason of failure to drill
20 or produce wells situated on the land therein embraced.
21 (c) Suspension of drilling or producing operations on
22 all unitized lands pursuant to direction or consent of
23 the Secretary and the Land Commissioner or their duly

24 authorized representatives shall be deemed to constitute
25 such suspension pursuant to such direction or consent as
26 to each and every tract of unitized land. A suspension
27 of drilling or producing operations limited to specified
28 lands shall be applicable only to szuch lands.

29 () Bach lease, sublease or contract relating to the

39 exploration, drilling, development or operation for oil
31 or gas of lands other than those of the United States and

-2)1-
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1 the State of New Mexico committed to this agreement,

2 which, by its terms wmight expire prior to the termination
3 of this ayrecement, is hereby extended beyond any such

4 terms so provided therein so that it shall be continued

(¢,

in full force and effect for and during the term of this

6 agreement.

7 (e) Any Federal lease for a fixed term of twenty (20)

8 years or any renewal thereof or any part of such lease

9 which is wmade subject to this agreement shall continue

i0 in torce beyond the term provided therein until the

11 termination hereof. Auny other Federal lease cowmitted
12 hereto shall continue in ftorce beyond the term so pro-

13 vided therein or by law as to the land committed so long

14 as such lease remains subject hereto, provided‘that pro-

15 duction is had in paying quantities under this unit

16 agreement prior to the expiration date of the term of

17 such lease, or in the event actual drilling operations

18 are commenced on unitized land, in accordance with the

19 provisions of this agreement, prior to the end of the
20 primary term of such lease and are being diligently

21 prosecuted at that time, such lease shall be extended 21
22 for Lwo years and s¢ iong thereaZier as oil or gas is 22
23 produced in paying quantities in accordance with the 23
24 provisions of the Mineral Leasing Act Revision of 1960. 24
25 (f) Each sublease or contract relating to the operation 25
26 and development of unitized substances from lands of the 26
27 United States committed to this agreewent, which by 1ts 27
28 terms would expire prior to the tiwme at which the under- 28
29 lying lease, as extended by the immediately preceding 29
30 paragraph, will ecxpire, 1is hereby cxtended beyond any 30
31 such term so provided thercin so that it shall be continued 31

-2




1 in full force and effect for and during the term of the 1
2 underlying lease as such term is herein extended. 2
3 (g) Any leasec embracing lands of the State of New Mexico 3
4 which is made sublect to this agrecment, shall continue 4
5 in force beyond the term provided therein as to lands 5
6 committed hereto with the termination hereof. 9}
7 (h) The segregation of any Federal lease committed to 7
8 this agreement is governed by the following provision 8
9 in the fourth paragraph of Sec. 17(j) of the Mineral Leas- 9
10 ing Act, as amended hy the Act of September 2, 1960 (74 10
11 Stat. 781-784): “Any {(Federal) lease heretofore or 11
12 hereafter committed to any such (unit) plan embracing 12
13 lands that are in part within and in part outside of the 13
14 area covered by any such plan shall be segregated into 14
15 separate leases as to the lands committed and the lands 15
16 not committed as of the effective date of the unitiza- lo
17 tion: Provided, however, That any such lease as to the 17
18 non-unitized portion shall continue in force and effect 18
1% for the term thereof but for not less than twou years 19
20 from the date of such segregation and so long therxeafter 20
21 as oil or gas 1is preduced in paying guantities." 21
22 (1) Any lease embracing lands of the State of New Mex- 22
23 icg having only & portion of its land coumiited hereto, 23
24 shall be segregated as to the portion committed and the 24
25 portion not committed, and the provisions of such lease 25
26 shall apply separately to such segregated portions com- 26
27 mencing as of the effective date hereof; provided, how- 27
28 ever, nowwilthstanding any of the provisions of this 28
29 agreement to the contrary any lease embracing lands of 29
30 the State of New Mexico havirg only a portion of its 30
31 lands committed hereto shall continue in full force and 31
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cffect beyond the term provided thereln as to all lands
embraced in such lease, if oll or gas is discovered and
is capable of being produced in paying quantitics from
some part of the lands embraced in such lease at the ex-
piration of the secondary term of such lease; or if, at
the expiration of the secondary term, the Lessee of the
Unit Operator is then engaged in bona fide drilling or
re-working operations on some part of the lands embraced
in such lease, the same, as to all lands embraced therein,
shall remain in full force and effect so long as such
operations are being diligently prosecuted, and 1if they
result in the production of oil or gas, said lease shail
continue in full force and effect as to all of the lands
embraced therein, so long thereafter as oil or gas in
paying quantities 1s being produced from any portion of
sald lands.
19. COVENANTS RUN WITH UAND. The covenants herein shall
be construed to be covenants running with the land with respect
to the interest of the parties hereto and their succegsors in

interest until this agreement terminates, and any grant, trans-

fer, or ccnveyance, of interest in land or leases subject hereto

shall be and hereby 1is conditioned upon the assumption of all

privileges and ckligations horcunder by the graonlee, Lraunsieree,
or other successor in interest. No assignment or transfer of

any working interest, royalty, or other interest subject hereto
shall be binding upon Unit Operator until the first day of the

calendar month after Unit Operator 1s furnished with the crig-

inal, photostatic, or certified copy of the instrument of
transfer.
20. DBFFECTIVE DATE AND TBRM. This agreement shall be-

cowme effective upon approval by the Sceretary and the Land

Commissioner or their duly authorized representative and shall
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1 terminate five (5) years from said effective date unless 1

2 (a) such date of expiration is extended by the 2
3 Director and the Land Commissioner, or 3
4 {b) 1t is reasonably dctermined prior to the expiration 4
5 of the fixed term or any extension thereof that the 5
6 unitized land is incapable of production of unitized 6
7 substances in paying quantities in the formations tested 7
8 hereunder and after notice of intention to terminate the 8
9 agreement on such ground is given by the Unit Operator to 9
10 all parties in interest at their last known addresses, the 10 E
11 agreement is terminated with the approval of the Super- 11
12 visor and Land Commissioner, or 12
13 (c) a valuable discovery of unitized substances has 13
14 been made or accepted on unitized land during said initial 14
15 term or any extension thereof, in which event the agree- 15
16 ment shall remain in effect for such term and so lonyg as 16
; 17 unitized substances can be produced in guantities suffi- 17
E 18 cient to pay for the cost of producing same from wells on 18
éf ’ 19 unitized lend within any participating area established 19
f{‘ ; 20 hereunder and, should production cease, so long thereafter 20
f . 21 as dlligent operations are in progress for the restoration 21 I
‘ 22 of production or discoverv of new nrodvoction and co long 22
23 thereafter as unitized substances so discovered can be 23
24 vroduced as aforesaid, or 24
25 (a) 1t 1s terminated as heretofore provided 1n thisgs 25
26 agreement. 26
27 This agreement may be terminated at any time by not less than 27
28 75 per centum, on an acreage basis, of the working interest 28
29 owners signatory hereto, with the approval of the Supervisor 29
30 and Land Cowmissioner; notice of any such approval to be given 30
31 by the Unit Operator to all parties hereto. 31
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21. RATE Or PROSPECTING, DEVELOPMENT, AND PRODUCTION. The
Director is hereby vested with authority to alter or modify from
time to time in his discretion the quantity and rate of produc-
tion under this agreement when such quantity and rate i1s not
tixed pursuant to Federal or State law or ddées not cenform to
any state-wide voluntary conservation or allocation program,
which is established, recognized, and generally adhered to by
the majority of operators in such State, such authority being
hereby limited to alteration or modification in the public
interest, the purpose thereof and the public interest to be
served thereby to be stated in the Lrder of alteration or modi-
fication. Without regard to the foreqoing, the Director is
also hereby vested with authority to alter or modiiy from time
to time in his discretion the rate of prospecting and develop-
went and the gquantity and rate of production under this agree-
ment when such alteracicn or modification is in the interest
of attaining the conservation objectives stated in this agree-
ment and is not in violation of any applicable Federal or State
law; provided, further, that no such alteration or modification
shall be effective as to any land of the State of New Mexico,
as to the rate of prospecting and develcping in the absence of

the specific written approval thereof by the Commissioncr and

as Lo any lands of the State of New Mexico or privately owned

lands subject to this agreement as to the guauilily aud yahto of

production in the absence of specific written approval thereof
by the Commission.

Powers 1n this section vested in the Director shall only
be exercised after notice to Unit Operator and opportunity for
hearing to be held not less than 15 days from notice.

22. CONPLICT OF SUPERVISION. Neither the Unit Operator
nor the workilng interest owners nor any of them shall be subicct

~-206-
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to any forfeiture, termination or expiration of any rights here-
under or under any leases or contracts subject hereto, or to any
penalty or liability on account of delay or failure in whole or
in part to comply with any applicable provision thercof to the
extent that the Unit Operator, working interest owners or any of
them are hindered, delayed or prevented from complying therewith
by reason of faiiure of the Unit Operator to obtain in the exer-
cise of due diligence, the concurrence of proper representatives
of the United States and proper representatives of the State of
New Mexico in and about any matters or thing concerning which it
is requirgd herein that such concurrence be cbtained. The par-
ties hereto, including the Conservation Commission, agree that
2ll powers and authority vested in the Conservation Commission
in and by any provisions of this agreement are vested 1n the
Conservation Commission and shall be exercised by it pursuant to
the provisions of the laws of the State of New Mexico and sub-
ject in any case to appeal or judicial review as may ncw or
hereafter be provided by the laws of the State of New Mexico.

23. APPEARANCES. Unit Operator shall, after notice to
other parties affected, have the right to appear for and on

A1 F
FO1 04 g

£~
1104 L

of any and all interests affected hereby betore the
Department of the Interior, the Commissioner of Public T.ande of
the State of New Mexico and the New Mexico 0il Conservation
Commission and to appeal frow ordere issued under the reqgula-
tions of saild DBepartment, the Conscrvation Commission or Land
Commissioner or to apply for relief from any of said regulations
or in any proceedings velative to operations before the Depart-
ment of the Interaor, the Land Comwmissioncr, or Conservation
Commission or any other legally constituted anthority; provided,
however, that any other interested varty shall algo have the

right at his own expense to be heard in any such proceeding.
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24, NOTICES. All notices, demands or statements required
hercunder to be given or rendered to the parties hereto shall
be deemed fully given if given in writing and personally deliv-
ered to the party or sent by postpaid registered or certified
mail, addressed to such party or parties at thelr respective
addresses set forth in connection with the signatures hereto or
to the ratification or consent hereof or to such other address
as any such party may have furnished in writing to party sending
the notice, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agree-
ment contained shall be construed as a walver by any party
hereto of the right to assert any legal or constitutional right
or defense as to the validity or invalidity of any law of the
State wherein said unitized lands are located, ox of the United
States, or regulations issued thereunder in any way affecting
such party, or as a waiver by any such party of any right beyond
his or its authority to waive.

26. UNAVOIDABLE DELAY. All obligations under this agree-
ment requiring the Unit Operator to commence or continue drill-
ing or to operate on or produce unitized substances from any of

T A ey 2y~ o
S COVCIXeh Oy dTriis a

tha land

4

reement si

11l be suspended whnile

G

the Unit Operator, despite the exercise of due care and dili-
gence, 1s prevented from complying with such oblicationz, in
whole or 1n wmart, by strikes, acts of God, Federal, State, or
municipal law or agencies, unavoeldable accidents, uncontrollable
delays in transportation, inabillity to oblain nccessary mate-
rials i1n open market, or other watters bevond the reasonable
control of the Unit Overator wihcether similar to matters hercin
cnumerated or not.  No unit obligation which (s suspended under
this scction shall become due less than thirty (30) daye aftor

1t has been determined that the suspension i1s no longer

-28-
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applicable. Determination of creditable "Unavoidable Delay"
time shall be made by the unit operator subject to approval of
the Supervisor and the Land Commissioner.

27. NONDISCRIMINATION. In conncction with the performance
of work under this agreement, the operator agrees to comply with
all the provisions of section 202 (1) to (7) inclusive of Exe-
cutive Order 11246 (30 F.R. 12319), which are hereby incorporated
by reference in this agréement.

28. LOS5 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 shall be automatically
regarded as not committed hereto and there shall be such re-
adjustment of future costs and benefits as may be required on
account of the loss of such title. In the event of a dispute as
to title as to any royélty, working interest, or other interests
subject thereto, payment or delivery on account thereof may be
withheld without liability for interest until the dispute is
finally settled; provided, that, as to Federal and State land or
leases, no payments of funds due the United States or the State
of New Mexico should be withheld, but such funds of the United
States 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
final settlement of the title dispute, and then applied as
earned or returned i1n accordance with such final secttlement.

Unit Operator as such is relieved from any responsibility
for any detect or failure of any title hercunder.

29. NCN-~-JOINDER AND SUBSEQUENT JOINDER. If the owner of
any substantial interest in a tract within the unit area fails
or refuses to subscribe or consent to this agreement, the owner

of the wcrking interest in that tract wmay withdraw said tract
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from this agreewent by written notice delivered to the Super-
visor and the Land Commissioner, 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 herecto
prior to submission of this agreement for final approval may
thereafter be committed hereto by the owner or owners thereof
subscribing or consenting to this agreement, and, if the interest
is a working interest, by the owner of such interest also sub-
scribing to the unit operating agreement. After operetions are
commenced hereunder, the right of subsequent joinder, as pro-
vided in this section, by a working interest owner 1is subject to
such requirements or approvals, if any, pertaining to such
joinder, as mway be provided for in the unit operating agreement.
After final approval hereof, joinder by a non-working interest
owner must be consented to in writing by the working interest
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 agreement unless the corresponding working interest 1is
committed hereto. Joinder to the unit agreement by a working-
interest owner, at any time, must be accowmpanied by appropriate
joinder to the unit operatina agreement,

witted working-interest owner is involved, in order for the
interest to be regarded as committed to this unit agrecwent.
Except as may otherwise herein be provided, subsequent joinders
to this agreement shall be effective as of the :{irst day of the
month following the filing with the Supervisor, the Land Commis-
sioner ana the Conservation Commission of duly executed counter-
parts of all or any papers necessary to establish offeoctive

commltment of any tract to this agreement unless obiecction to

such joinder 1s duly made within 60 days by the Superviszor or




e o
1 Land Commissioner, provided, that as cto State lands, all subse- 1
2 quent joinders must be approved by the Land Commissioner. 2
3 30. COUNTERPARTS. This agreement may be executed in any 3
4 number of counterparts no one of which needs to be executed by 4
5 all parties or may be ratified or consented to by separate in- 5
6 strument in writing specifically referring hereto and shall be 6
7 binding upon all those parties who have executed such a counter- 7
8 part, ratification, or consent hereto with the same force and 8
9 effect as if all such parties had signed the same document and 9

10 regardless of whether or not it is execvted by all other parties 10

11 owning or claiming an interest in the lands within the above- 11
12 described unit area. 12
13 31. SURRENDER. Nothing in this agreement shall prohibit 13
14 the exercise by any working interest owner of the right to sur- 14
15 render vested 1in such party by any lease, sublesase, or operating 15
16 agreement as to all or any part of the lands covered thereby, 16
17 provided that each party who will or might acguire such working 17

i8 interest by such surrender or by forfeiture as hereafter set 18
19 forth, is bound by the terms of this agreement. 19
20 if as a result of any such surrender the working interest 20
21 rights as to such lands become vested in any party other than 21
22 the fee owner of the unitized substances, said party may forfeit 22

23 such rights and further benefits from operation hereunder as to 23

24 said land to the party next in the chain of title who shall be 24

25 and become the owner of such working interest. 25
26 If as the result of any such surrender or forfeiture work- 26
27 ing interest rights become vested in the fee owncr of the 27
28 unitized substances, such owner may: 28

29 (1) Accept those working interest rights subject to this 29
30 agreement and the unit operating agreemenl; or 30
31 (2) Lease the portion of such land as i< iIncluded in a 31

-31-
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1 participating area establiched hercunder subject to 1
2 this agreement and the unit operating agreement. 2
3 (3) Provide for the independent operation of any part 3
4 of such land that are not then included within a partici- 4
5 pating area established hercunder. 5
6 If the fee owner of the unitized substances does not accept ©6
7 the working interest rights subject to this agreement and the 7
8 unit operating agreement or lease such lands as above provided 8

9 within six (6) months after the surrendered or focrfeited working 9
10 interest rights become vested in the fee owner, the benefits 10

11 and obligations of operations accruing to such lands under this 11

12 agreement and the unit operating agreement shall be shared by 12
13 the remaining owners of unitized working interests in accordance 13
14 with their respective working interest ownerships, and such 14
15 owners of working interests shall compensate the fee owner of 15
i6 unitized substances in such lands by paying sums equal to the le
17 rentals, minimum royalties, and royalties applicable to such 17
18 lands under the lease in effect when the lands were unitlzed. 18
19 An appropriate accounting and cettlement shall be made for 19
20 all benefits accruing to or payments and expenditures made or 20
21 incurred on behalf of such surrendered or forfeited working 21
22 interest subsequent to the date of surrender of forfeiture, ahd 22
23 payment of any moneys found to be owing by such an accounting 23
24 shall be made as between the parties within thirty (30) days. 24
25 In the event no unit operating agreement 1s in existencs and a 25
25 mutually acceptable agreemert hetween the proper partiecs thereto 26
27 cannot be consummated, the Supervisor way prescripe such roa- 27
28 sonable and equitable agreement as he deems warranted under the 28
29 cilrcumstances. 29
30 The exerclse of any right vested in a working intercst 30
31 owner to reassign such working interest to the party frowm whom 31
—-32 -




1 obtained shall be subject to the same conditions as set forth

2 in this section in rcgard to the exercise of a right to surrender.?2
3 32. TAXES. The working ianterest owners shall render and 3
4 pay for their account and the account of the royalty owners all 4
5 valid taxes on or measured by the unitized substances in and 5
6 under or that may be produced, gathered and sold from the land )
7 subject to>this contract after the effective date of this agree- 7
8 ment, or upon the proceeds or net proceeds derived therefrom. 8
9 The working interest owners on each tract shall and may charge 9

10 the proper propcertion of said taxes to the royalty owners having 10

11 interests in said tract, and may currently retain and deduct 1]
12 sufficient of the unitized substances or derivative products, 12
13 or net proceeds thereof from the allocated share of each royalty 13
14 owner to secure reimbursement for the taxes so paid. No such 14
15 taxes shall be charged to the United States or the State of 15
16 New Mexico or to any lessor who has a contract with his lessee 16
17 which requires the lessee to pay such taxes. 17
18 33. NO PARTNERSHIP. It is expressly agreed that the 18
19 relation of the parties hereto is that of independent contrac- 19
20 tors and nothing in this agreement contained, expressed or 20
21 implied, nor any operations conducted hereunder, shall create 21
22 or be deemed to have created a partnerchip aor acssociaticn be- 22
23 tween the parties hereto or any oi thnem. 23
33~
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1 IN WITKESS WHERBOE, the parties hercto have caused this 1
2 agreement to be executed and have selt opposite their respective 2

3 names the date of execution. . 3

UNIT OPERATOR AND WORKING INTEREST OWNER

AMERICAN QUASAR PETROLEUM CO.
OF NEW MEXICO

Date: A s )G By

ATTEST @

Address: 606 Vaughn Building
/fakffg’ Midland, Texas 79701
\Q4vﬂw@/
OTHER WORKING INTEREST OWNERS
UNION OIL COMPANY OF CALIFORNIA

‘- : | Date: M 4 ZZZZ_Z | BYAQMO%W/ g

Attornev in fact

- Address: P. O. Box 3100
5 : Midland, Texas 79701

TEXACO 1INC.

Date: By

Address: P, O. Box 1270
Midland, Texas 79701

34




Date:

OTHER WORKIRG

ATTEST :

Date:

ATTEST :

Date:

Date:

THPEREST OWHRERS (cont 'd)

BASS LENTERPRUSES PRODUCTION CO,

By

hddress: 1211
Bank
Fort

Fort Worth National
Ruilding,
Worth, Texas

DELBASIN CORPORATION

By:

Address: 1211
Bank
Fort

Fort Worth National
Building,
Worth, Texas

PERRY R. BASS

Address: 1211
Bank
Fort

Fort Worth National
Building,
Worth, Texas

GEORGE T. ABELL

Address: P, O

. Box 430

Midland, Texas




STAPE OF TEXAS

w
12

COUNTY OF __MIDLAND

The foregoing instrument was acknowledged before me this [ZZZé day

of September , 1971, by Ted Collins, Jr.

’

President of American Quasar Petroleum Co. of New Mexico,

a corporation, on bechalf of said corporation.

My Commission Expires: Zﬁwﬁ zj_&éd /
3 ' Notary Public

STATE OF TEXAS )
) ss
COUNTY OF MIDLAND )

K

The foregoing instrument was acknowledged before me this /¢ " day

of September , 1971, by JOXIN HANSEN

Attorney in fact of Uni 0il Company of California '

a corporation, on behalf of said corporation.

My Commission Expires: _ ﬁw %’)wig

Notary Public  apgom 5O
MONRO;
%«A\J/ /7773 =

STATE OF TEXAS

~— N
n
n

COUNTY OF

e foregoing inslrument was acknowledged petore me this

of , 1971, by

My Commission Expires:

Notary Public
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VACA DRAW UNIT AREA,

LEA COUNTY, NEW MEXICO
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2

OQverriding Royalty or
Procduction Pavment
and Perxcartage

TWP. 25 SOUTH, RGE. 33 EAST
Serial No. and Basic Royalty Lngsee
Expiration Date and Ownership of
of Lease Percentage Record
LC-067748 USA: All Bass Enterprises
10-2-71 Production Co. 37.5%
Perry R. Bass 12.5%
Union 0il Company of
California
48.876365%
George T. Abell
1.123635%
LC-068846 USA: All Bass Enterprises
10-2-71 Production Cc. 75%
Perry R. Bass 25%

Martha Featherstone
0.5%
Harvey E. Roeclofs

- Jl
Trustee for Qlen F.
Featherstone IL, 2.5%
Annie R. Dasgs

~4

atate 0.5

Claribell Marshall

3250.00 pex acre out

of 1.5%

Pearl O. Pipkin

$250.00 per acre out

of 1.5%

Annie R. Bass Estate
0.5%

Bags Entorx
Prod. Co.
Perry R. B
Union 01l
Calif.
Gco. T. AR
Basz Zntox
Prod. Co.
Forry R. 3

¢

s
3
}o-
v

)

£
0
1]




EXHIBIT "B", CONT"D.
Deocscrisnion Number Serial No. and Basic Royalty Lessee Qverriding Rovalty or Worxinc Intercow
el os of Expiration Date and Ownership of Production Payment and
R Lang Acres of Leace Percentcage Record and Percentage Percentase
FEDERAL TANDS (Cont'd.)
z Sez. 17: 21 2520 LC-068847 USA: All AS TO SECTIONS 17,20, U.S.Marshall $250.00 AS TG SECTICNS 1T,
10-2-71 AND W, SE¥, WhNEY, SEENEYR per acre out of 1.5% 20, & W 3T
Sce. 20: 21l OF SECTION 21: Pearl O. Pigkin SEUNL L JR gTCT
Bass Enterprises $25C.00 per acre out 21:
Szc. 21: Production Co. 37.5% of 1.5% , Rags Internyis:
Perry R. Bass 12.3% Annie R. Bass Estate Prod.Cc. S
Unicn 0il Company of 0.5% Peryy R.Bass 10070
Sec. 28: =k California 48.876365% Union 211 Co. =7
Geo.T.Abell 1.123635% Calizf. 4£8.87¢2i%
Sec. 29:; E3 Ceo. T. hboll
AS TO E/2 SECTION 28 ER AR
AND E/2 OF SECTION 2¢: AS TC m/2 SUCooio
Bass Enterprises 28 AND E/2 SEIT IO
Production Co. 37.5% 29:
Perry R. Bass 12.5% Zass IZaterprizss
Union 0il Company of Prod. Co. ICIPR
California 50% Perrv R.Bass :1.:Z
Union OI1 Co.
cf Calif. 50




EXHIBIT "B", CONT'D.

Zzzorivtion Numper Serial No. and Basic Royalty Lessee Overriding Royvalty o Working Interest
So=Te of of Expiration Date and Ownercship of Production wm<3¢ t and :
oL Lznd Acres of Lease Percentace Record and Percentag Percentage '
FIDTRRIL LINDS Cont'd.)
- £ac. 2L: NERNEXR 40 LC-068847-A USA: All Delbasin Corp. 50% U.S. Marcshall $250.00 Delpasin Corp. 5 :
10-2-71 Union 0il Cowmpany of per acre out ocf 1.53% Union 011l Co. ¢f ;
California 48.876365% Pearl O. Pipkin Calif. $5.878252
George T. Abell $250.00 per acre out Geo. T. Abell
1.123635% of 1.3% 1.L133235
Annie R. Bass Estate
0.5%
5. Sec. 9: cswhkewy 40 1LC-070381-A USA: All Delbasin Corp. 30% Mary T. Muse 0.53% Delbasin Corvo. o0 “
10-2-71 Union 0il Company of I.2. Tapp, Sole Union Cil Co. of w
Calif. 48.8763€5% Devisee of Allie V. Calif. = 48.876382.
George T. Abell Tapp 0.3% Geo. T. Abell :
1.1236325% - Olen F. Featherstone 1.1236327 b
0.7% :
Harvey E. Roelofs, ;
Trustee for Olen F.
Featherstone, II 2%
= Sec. 22: XNgk, W4 840 NM--05792 USA: 211 Texaco Inc. D. Miller $750.00 per Texaco Inc. NROTERN
HBP acre out of 3%
3ec. 27: W, NWhENEX




EXHIRIT "B", CONT'D. . :

Cescrintion Number Serial No. and Basic Royalty Lessee Overriding Royalty or Working Interest
Lot ot of Expiration Date = and Ownership of Production Payment and
.z Land Acres of Lease Percentage Record and Percentage Dercentage
TEZDIRAL L2XDS (Cont'd.;
7. Sec. 15: W', SEX% 600 NM~05906 USA: All Bass Enterprises Harvey E. Roelofs, Bass Snteropriccs
SHiNER, 9-30-73 Production Co. 27.5% Trustee for Olen F. Prod. Co. 27,0
NWiNEX Perry R. Bass 12.5%4 TFeatherstone, II 2.5% Perry R. Zass 12.°
Union 0Oil Company of Martha Featherstone Unicn CLL Co. o=
Calif. 48.876365% 0.5% Calif. 28.87528°7
George T. Abell Mary T. Muse 0.5% Gecrge T. Abell
1.123635% 1.12Z8zE
z. Sec. 15: NERNE% 40 NM-05906-A Usa: All Delbasin Corp. Harvey E. Roelois, Delbasin Corv. 140
9-30-73 Trustee for Olen T.
Featherstone, II 2.5%
Martha Featherstonez
0.5%
Mary T. Muse 0.5%
E Szc. 28: W 840 NM-024368-A USA: All Bass Enterprises Union Cil Cowpany Bass Entorpriscs
HBP Production Co. 37.5% of california 1.5% Prod. Co. 3700
Sec. 29: Wy Perry R. Bass 12.5% Jack O. McCall .063334% Perry R. Zass 12.5
Union 0il Company of Clavton W. williaws, Union 211 Co. of
California 50% Jr. .3750% Califnornia 3G
Jchn L. May .3375%
Howard W. Jennings .50%
William M. Cotton .07916%
Kenneth Newton .0750%
3. Sec. 27: W5;SEL 120 NM-0340232 USA: All Texaco Inc. Frances C. Fox Texaco Inc. hge
SWHNEX 3-31-73 $1,000.00 per acre

out of 6.25%




EXHIBIT "B", CONT'D.

Sescrigtion Number Serial No. and Basic Royalty Lessee ~verriding Rovalty or Working Intaresc
of of Expiration Date and Ownership of Production Paynent and
Land Acres of Lease Percentage Record and Percentage Percontage
TIDERAL LANDS (Cont'd.)
10 Faederal Tracts 6720 Acres or 87.5% of Unit Area
MZW O MINZICO STATE LAND
Sec. 1&6: All 640 L-6328 State of New American Quasar Petro- ane Amer. Quasar 757
6-1-81 Mexico: All leum Co. of New Mexico Gec. T. Abcil 23
1 Stete Tract 640 Acres or 8.3333% of Unit Area
TLTTNTID LAND
320 10-23-74 Harxy Texaco Inc. None Texazo Inc. 108

\

Dickson: All

1 Patented Tract 320 Acres or 4.1667% of Unit Area

2 “racts, 7680 acres 1in entire Unit Area.




gy,

E. B. WHITE, JR.

P. O. BOX 1026
MIDLAND, TEXAS 79701

October 5, 1971
OFFICE PHONE ) . RESIDENCE PHONE

€82.4434 683.1893

New Mexico 0il Conservation Commission
Box 2088

Santa Fe, New Mexico 87501

Attention: Mr. A. L. Porter, Jr.

Re. Vaca Draw Unit, Lea County, New Mexico (Case No. 4518 - Order
No. R-4130)

Gentlemen:
In connection with the captioned, enclosed are the following:
1. Certificate of Approval of U. §. G. S.

2. Certificate of Approval of Commissioner of Public Lands,
State of New Mexico

3. Unit Agreement executed by the Unit Operator and a working
interest owner.

E. 4. Ratifications and Joinders of all other working interest
owners and lessees of record in the captioned unit.

Please advise if you require anything additional.

EBW :w E. B. White, Jr. /

encls




CERTIFICATION-~--DETERMINATION

Pursuant to the authority vested in the Secretary of Interior,
under the act approved February 25, 1920, 41 Stat. 437, as amended,
30 U. S. C. secs., 181, et seq., and‘delcgated to the 0il and Gas
Supervisors of the Geological Survey (33 F. R. 5812), I do hereby:

A. Approve the attached agreement for the development and-

operatidn of the Vaca Draw Unit Area, State of New Mexico.

B. Certify and determine that the unit plan of development and
operation confemplated in the attached agreement is necessary and
advisable in the public interest for the purpose of more properly
conserving the natural resources.

C. Certify and determine that the drilling, producing, rental,
minimum royalty, and royalty requiremants of all Federal leases
committed to said agreement are hereby established, altered, changed,
or revoked to conform with the terms and conditions of this agree-

ment .

Dated September 30, 1971 .

N 7 / | )
20 froiteinfl

0il and Gas S ervisor, United States Geological
Survey

CONTRACT NUMBER _ 14-08-0001-11593




NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APFROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW ~EXICO

VACA DRAW UNIT AGREEMENT
LEA 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 Maxch 10, 1971 s 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 conservation
of o0il and gas and the better utilization of reservoir
energy in said area.

(b) That under the proposed agreement, the Stat- of New Mexico
will receive its fair share of the recoverable oil or gas
in place under its lands in the area.

{¢) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable o0il and gas under its lands within the area.

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

NOW, THEREFORE, by virtue of the authority conferred upon me under
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 Commissionerx
of Public Lands of the State of New Mexico, do hereby consent to and
approve the sald 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
Agreement shall be and the same are hereby amended to conform with
of such Unit Agreement, and said leases shall temain in full force and ef-
fect in accordance with the terms and conditions of said Agreement. This

i 3 ind U T T e
appraval is gubject to all of the provisicns and reguivements of the alore-

said statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this 30th, day of September 19 71

>

e -
O e

(_fgomﬁé(siongz{‘ OF PUBLIC LANDS
of the State New Mexico
p

T,
the terms

; \);:._.ni B
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0G~26




septesber 30D, 1971

Nz, BE. B. White, Jr,
P, O, Box 1026
Midland, Texas 79701

Ro: Vaca Draw Unit Agreement
we County, New Mexice

Dear Mx, White:

The Comsmisgionar oy Fubiil Lanis was this date approved
your Vaca LUraw Uanit, iea County, New Hexico, subiect to like
approval by the United States Gsological survey,

Enclosed exe five (3) Certificates of Approwsi,

This unit agreencant becozss efiective upon approval by
the United States Geoclogical Survey, therefore, please furnish
us & copy of their Certificate of Determination so that we
may finish processing this unit,

Very truly yours,

Ray Do SKanum, Director ‘

R3 % GEEE ;
AJA/RDG/w
encls,
ocs Usag~Roswell, New Mexico
ORC=-Santa ¥e, Now ﬁexiaﬁu///




UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY
WASHINGTON 25, D.C,

e, E. 3. Wiite Jr. 6 Sep 8 %. Y
P.O, Jox 10 SEp 3= 19
Hidlaod. Texme 797G1

Dear M. White:

Yoar application of #ugust 14 {({led wiil ghm Acting 311 and Jes
Supervioer, Roowell lew Mexicp. xequeats ‘he demizngtion of the Vacs
Droaw waiil axes sedracing 7. A0 acres, leaa Comriy. Few Mexico, se logi-
velly sebjeet to explora: io.. &:d developmast uwxder tihe unlc imsties
provivions ef the Misersl lees!.g Act. @9 smenderd. The proposed umit
zren 1o comprised of . 720 acres (37.7 pexceatr) of Faderal laad. 4C
actes (3.3 pereest) of $:a18 57 Wew Hexico land . mxd G20 acree (4.2
Feicest) 2f feq land.

The lend satlised on your plge maerkad "Bshibir A, Yaca Szow Osit™, v
imzaby desiganted as 8 logical uzit ares. e vall spreomest swmitted
{or tie eres designated s suld e (dewniical ‘s rho Ferm of Agreswmest
for Unpreved frees (15 2 veprin:), wedified to :i:ciuvde epproprista

reagived For Stare o Jew Mexico landz aad aould srowvide ior
the drillimg of tie ¢ 1 1a) well te Zedi forsriona i: the Atokr peries
of Penusylvanian age or fv 3 mexinem deptih of 15 (00 feet.

s the saheeace of any viner tvpr of land reunirting spac:al provisiens,
sr any odjectioam not ow appelvni. & 4wl emecuted sgrezamot identicsl
o thw 1973 repriar, sadiiied a8 outliued adowe. ad ppprowed by the
appropriate olfirials o: rie Biate ai Hew Mexico, will be approwed
sobei:ged im mtm‘,lcr aegtog wiihin & yeadonahly period &f tiee.
isaewet . the righy iz reservnd lo dsay approval of any execoied asrze-
BN, W0, 10 AW opind o, depg wot have (21l comsitmest of suf-
phowgas larsig to airord arineuive goenerel oF $uln wpecaricng.

femie inclwde (i loves? slaius of 511 coxeays whien the ewecuisd
Rgreement ie aubmitted for {ical sppcowel, The foroal of the sample
arbibisg fotachwd ‘?‘O v Vi E opepying of -,., a;e dard fors should o
rallnwsd clowel: i pup syepagaiien of exh i & st 4.

IN REPLY REFER TO:




§ia0e 100 MHIT Ared Coaln:ag Siaih of Jew M@l o lawls  we are sending
a copy o thie learter to cre Gimve (aud Commisalinner [n Santa PFe,
Ploses contact tie Siae of lew Mexica seteore gol-< 0% g jotnders.
rezardless of prio: “oiiacis Wit or clegiancrs jxou [ o State.

Slicarels cours

AVLLME pivestor
ces
Roswell {(2)
XM Santa Pe (w/cy Ex. A)
Com. of Pub. Landa, Santa Pe (v/cy Ex. A)
AMOCC, Santa Pe

Peniel:ds:18-21-70

SERIALS:

Lag Cruceg 007748
068345
08847
0:834/-A
Q70331-A

YHew Mexico 05792
05964
024358-A
0340232




IN REPLY REFER TO:

UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY

Dyawer 1857
tosuell, U MHoxico BB2UL

— septomber 30, 1971
RECEIVED

BEVERE

Sk CO::EZi[tK\(’?XIL'()E‘_“ CONMN. P
fr. k. . White, Jx.
®.0, Box 1026
Hidland, Texas 79701

Dear Mr. White:

The Vsca Draw unit cprceasnt, Lea County, New Mexice, was approved om
September 30, 1971. This agreement has been designated No, 14-08-0001-
11593 and i eifective as c¢f the date of approval.

Enc:losed is one copy of the approved uait agreemant. We request that
you furnish the Stste of ow Hexico and any other interested principals
with appropriate evidence of this approval.

Sincevely you.s,

N, (0. FREDERICK
keglonal 0il and Gas Supervisor

ce:

Washington (w/approved agnmt.)

BLM, Santa Fe (w/approved agmt.)
Hobbs (w/approved agmt.)

BHMC, Roswell (ltr. only)

Com. Fub. Lands, Santa Fe (itr. only)
Wif0CC, Santa Fe (lir. only) .-
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ALEX 4, ARMIIO Mas 31 1273 P, O. BOX 1148
COMMISSIONER SANTA FE, NEW MEXICO
‘,/ PR '/“.-
BEGISTREREP MALL R &

i
A . 7 hd

Amsrican Quusar Fetrelouws Compeuy of Mew Mexice
806 Vaugha Building
Nidland, Temas 79701

#e: Vace Lraw Unit

TEMINATION

Lac County, Rew Hexico
ATTENTION: My, Ted Collings, Jr,
Gont Lamen

This is teo advice you that you heve Failed te zemply with Section

9 of the Unit Agreement for the Yaca Draw Unit, Therefore, we concur
with the United Btates Geclezicsl Survey that the Vaca Draw Unic has
svtometically terwinsted as of Mey 12, 1373, which is the date your
second tent wall wee duwe to De commamced,

Pleasne nocify all intaeracted parties of this actiom.
' Vory truly yours,

ia'l D, GRANAM, Director
0il end Gas Department

AJAfRDG /s
ec UsCS=koswell, New Msxico
000~ Sauts Fe, Nev Haazico




United States Department of the Intetior

=~/ J GEOLOGICAL SURNVEY g
vd

Drawer 1357
loawell, low fexicc 88201

May 23, 1973

In Keply hefex To:
Giltham/Engr

American Quasar Petroleun Company of New Mexico
Attention: Mr. Ted Collings, Jr.

606 Vaughn Buildiag

Midland, Texas 79701

Gent lemsen

The Vaca Draw uait agreewent, Lea County, New Mexico, was approwed
Septamber 30, 1971, by the Regional Oil and Gas Supetvisor, effective
as of the date of approval. The term of such agreement is contingent
upon the umit operator drilling one well at a time, allowing not more
thao 6 nonthe betwsen the completion oX one well and the begimuing of
the next well until a well capable of producing unitized substances in
paying quantities is completed.

Our rvecords show that the second test well was due to be comenced
Hay 12, 1973. Ipasmuch as such well was not commenced, the Vaca Draw
unit agreeswmat is considexed to have terminated autcmatically as of
May 12, 1973, pursuant to Section $ of the agreemeat.

Sincerely yours,

{Criz, <o -

CARL C, TRAYWICK
Acting Area 0il awxl Gas Supervisor
cc:
Washington (thru Denver)
BLi{, Santa Fe
Hobbs
. Pub, Lands, Santa Fe
LNMOCC, Santa Fe
Area Geologist, Roswell

Jote to BIM: All committed Federal leases within the Vaca Draw unit
area should be considered for two-year extensions pursuant to 43 CFR
3107.5, as applicable,

JAG1 1 hamtds




Unit Name VACA DRAW UNIT (Exploratory)

Operator American. Quasar Petroleum Company ,
County Lea Aﬂx\-m,.

DATE OCC CASE NO. 4518 EFFECTIVE TOTAL CEORECATIUN
APPROVED QCC_ORDER_NO. R=4130 DATE ACREAGE FEDERAL ENREAN-FEE CLAUSE
Commissioner April 6, 1971 9-30-71 7,680.00 6,720.00 320.00C Yes
9-30-71 .

UNIT ARES

TONNSHIP 25 SOUTH, RANGE 33 EAST, NMPM

Sections 8, 9, and 10: All
Sectioans 15, 16, and 17: All
Seccions 20, 21 and 22: All
Sections 27, 28, and 29: All




Unit Name VACA DRAW UNIT (EXPLORATORY)
Operator can Quasar Petroleum Company

County Lea

STATE LEASE INSTI- . RATIFIED ACREAGEL
TRACT NO. NO. TUTION SEC. TWP. RGE. SUBSECTION DATE ACRES NOT
RATIFIZ 1.LESSEE
11 1~-6328 c.S. 16 258 33E . All 9-10~71 640.00 American Quasar

le

Petroleun Company




