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LEASE  INSTI- Ry AGREAGE
NO, TUTION SEC. TwP, SUBSECTION . ‘DATE . ACRES NOT iy
. , , . : _ , - RATIFIED g LESSEE

L-5016-1  C.s. o N2 |  10-21-80  957.76

Ciiies Service Co.
All ,

w-uqulpo.m. \>H~_,A_ _10-21-80  1,120.00 . Cities Service Co.
- : | W/2, NE/4 : » | : S .
L-5018-1 , N/2, SE/4
| 2 - ALl
L-5019-1 10-21-80 640.00 - Cities Service Co.
| L-5020-1 10~21-80 - 1,278.89 - Ciries Service Co.

L-5021-1 .6 AR AN 10-21-80  ,258.23 . Cirics Service Co.

L-5022-1 | 10-21-80  1,280.00 _Cities Service Co.

L-5023-1 | , B © 10-21-80 960.00  Cities Service Co.
L-5024-1 , 10-21-80 630.72 ~ Cities Service Co.

Lo-7437 , : | 10-22-80 639.20 " Yates Petr. Corp.

LG-7438 .S, ; o . 10-22-80 640.00 - Humwa Petr. Corp.
LG-7432 : 35 - S 10-22-80 640.00 Yates Pet:. Corp.

LG-7440 - 10-21-80 640.00 | Dep:o, Imc.




south Central Fegion
P, O, Dox 26124
Albucuarqie, MNow Mexdoo 7125

SEP 11 1981

C & K Potroleur, Inc.
Atkention: Ms, Dauie 10Don
P. 0. Drawer 3546

Micdland, loxas 797402

Cmtloren:

ihe Wnite Draw Cnit A‘qrﬂr.a ent, 70. 14~05-0001~15443, Chaves County,
new Mowleo, was approved Loverber 14, 1980, effective as of November 3,
1940, The tenn of such anreerent is contingent wpon the uiit operator
Grilling one woell at a i @, allowing not more than six ronths tine
betveen the copletion of one waell and the beginning of the next, until
awell capable ¢f vrotieing unitized substances in paying quantities is
coploted, .

Our 'j‘émra- show that the initial test well was’ ;uuc,':j,d and abandonsd

on't cbnxary 13, lml, waikcdier the secmcl unit tht well due to be

Sy
1«"/ EN LllC\".& )J} ALn -u..n. 13, J‘-?"l'

namuch as the second mll. test well was not’ cam\anced, the White
Draw Unlt Adroepent. is considéred to have tenuinated autanatically
as of Aumst 13, 1981, prurswait to scction 9 of the wnit agreement.

.»incerely yours,
(ORIG. SGD.) JAMES W. SHELTON
FOR cone 1. Daniel

- S Dcpuf'y Gonservaticm \'mlacjer
Oil and Gas o

BIM, Santa Fe
NMOCD, Santa Fe/ “E,P 16 mm
DS, Roswell

Camm. of Public Lands, San
Roswell Accounting OolL CUno.:.at:m-«Hum DIVISION

T 5, U




ALEX J. ARMIJO
COMMISSIONER

REGESTERFD MAIL

C.& K Petroleum, Inc.
P. 0. Drawer 3546
M1dland Texas 79702

'ATTENTION:

Gentlemen:

The Wh1te;Draw Un1t
i as of November 3

.22 no

of

the next” wellff

Re:

M. Danie Lebow

paylng quant1t1es is completed.

August 17, 1981

‘White Draw_Unit Agreement

Chaves County, New Mexico

neil a well »dpu..:':f p*"a“"~"" vnitizad. RALE

Chaves County, New Mexico, was approved November
1980 The term of such agreement

allov:ng
‘beg1nn1ng
‘nces in’

Your fzrst exploratory well was completed as a dry hole,’ therefore,

‘your second test well was due to of been commericed August 13,

1981, which

is six months from the date the well No. 1 was tested. Inasmuch as the

second test well was not commenced,

the White Draw Unit agreement is

considered to have- terminated automatxcally by the terms of the agreement
as of August 13, 1981

Please notify all interested parties of this action.

AJA/RDG/pm

éde:

OCD—SéntaﬂFe,'New-

USGS-Albuquerque)

Very truly yours,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

BY: S

RAY D. GRAHAM, Director
0il and" Gas Division

AC 505/827-2748

Mexicc
New Mexico




“( Petroleum, Inc.

August 13, 1981

Conservation Manager
USGS, 011 & Gas

P. 0. Box 26124

Albuquerque, New Mexico 87125

Attention: Mr. Joe Lara

Commissioner of Public Lands
0il & Gas Division

P. 0. Box 1148 o
Santa Fe, New Mexico 87501

Attention: Mr. Ray Graham
011 Conservation Division

‘Energy & Minerals Department
State of New Mexico

“P. 0. Box 2088

Santa Fe, New Hexico 87501

tAttention: Mr. Joe D. Ramey

Re: White Draw Unit

Chaves County, New Mexico

'Gentlemen.

The above refer,
on November 3,

were completed on February 13, 1981,

iThis 1etter is to advise that C&K Petroleum, Inc. has not- complied with the
6-month continucus drilling obligation contained in Paragraph 9 of said
Unit Agreement. Therefore, it appears that the Unit Agreement will in fact ..

terminate August 13, 1981.

ed tinit was approved ‘by the Commissioner o Public La‘ s'
,'980 Subs'quent to Order No. R—6436 by the 01l Conservation:
'Division. Cert,fieation etermination under _Contract No. 14-08-0001—18443 .
issued from the USGS November. 14, 1980, but effective as of November 3. 1980.

fThereafter, C&K spudded and drilled ‘to 5,500 feot a wildcat Abo test desig-V '
nated "White Draw Unit No. 1." Operations for plugging and abandoning same

600 C & K PETROLEUM BUILD'NG
POST OFFICE DRAWER 3546
MIDLAND. TEXAS 79702
(918)883.3311

OIL CONS VO
SANTA Fi




USGS, et al , : .
August 13, 1981 :
Re: White Draw Unit

Page 2

We regret that we were unable to establish production on this unit.
Please advise us by return mail if other action on our part is ‘required
in order to terminate this unit.

Very truly yours, -

Admie

Ms. Danie Lebow : . ‘ "
Senior Landman °

DL/1c

cc: Mr. Randolph M. Richardson
P. G. Box 819
Roswell N.M. 88201

e A il




RANDOLPH M. RICHARDSON /.4 ?"[/
OIL AND GAS LAND AND UNIT EONEULTANT g
| FEDERAL - STATE - FEE
- P. 0. BOX 819
ROSWELL, NEW MEXICO 88201

Nevenber 21,1980 , .
OFrficE 508 &€22-880)

b HOME 505 622-7968

: In Res White Draw Unit Area
Chaves County, New Mexico -
'C & X Petroleum, Opexator

011 Comtion m.vision

Santa Fe, New Mexico 87501

Gontloun. L

‘ Pursuant to your ordor No. R-6436. Case No. 6974,
in connection with ‘the captioned Unit, I am enclosing
copy of fully executed Unit Agreesent.

. Such Agreement contains appmval by the Commissioner
ofhmchm“weuuamnlbytho U. 8. G. S.

. Please advise if all is not in ordsr or 1: you need
anything addittonal.

SEG

Xeroxs C & K Petroleum




Albuquerque New Hexico &712%

Lo ey

S

Raidolph M. Richardson
; P 0: Box 819
; oswell, New Mexico 88201

Dear Mr. Richardson:

.

One approved ‘copy of the White Draw unit agreement w1th C & K Peﬁ?oléum,
Inc., as operator, Chaves-County; New Mexico is enclose Such agreement

has been assigned No. 14-08- 0001-18443 ‘and is effectlve Novemhnr 3, 1080,

the date the Land Coimiissioner dppPO ed the unlt

5

You are requested to furnish the State of New Nex1co and other interested
principals with appropriate evidence of thlo approval.
Sincerély yours,
-~ - v 7y
. ke ; ’
X}\»{’(;{/y}"l.(,,‘ ")‘t v e P e L - lﬁ/ »va’,‘
© James V. _saehé’r'-iand
“Cotiservatian Manazor

Enclosufe




CERTIFICATION--DETERMINATION

Pursuant to the authority vested in the Secretary of Interior, urnder the

act approved February 25, 1920, 41 Stat. 437, as amended, 30 U. S. C, secs.

181, et seq., and delegated to the 0il and Gas Supervisors of the Geological

ey (33 F.R. 5812), I do hereby:

A. Approve the attached agreement for the development ‘and operation
the ‘ : White Draw _ Unit Area,
State of New Mexico _» County of Chaves .

B, Cert 'y :

oN Yy S A
B, and dc»muu.le th

t the unit plan- ot development and operation,

contemplated in the attached agreement is necessary and advisable in the’ public

interest for the purpose of more properly conbcrv1ng the natural resources.
t

C. Certify and determine that the drilling, produclng, rental minimum

~ royalty, ‘and royalty requlremente of 211 Fedoral’ leas CGmﬁitted to said

»agreement'are hereby esteblishedj‘éltéréd. chafized, or revoked 'to ‘conform ulth

" \he terms and condltions of this agreement ,

D. Requzre the Unit Operator to furnlsh the u.'s, Ceologlcal Survey two

copies of:
" 1. Al)l notices and reports of unit operations 1ncluding revisions

and changes to the unit ‘agreement. .

| 14 Nov 1959 ‘ | o Y
‘Dated - .

Contract Number_14-08-0001-18443

»/MM

Conservatzon Manager
United States Geological Survey




NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
WHITE DRAW UNIT

CHAVES COUNTY, NEW MEXICO

\"‘}

‘Tiiere havxng been presented ‘to the undera1gned Comm;ss1oner of Bublic
Lands of the State of New Mexico for examinationm, the’ ‘attached Agreement
for the’ development ‘and operation of acreage which is described within
the attached Agreement, dated Inly 1, 1980 L ,whxch saxd
Agreement has been executed by par ties owning and" holdxng oil and’ gas
leases and: royalty interests in and under the property described, and up-
on examination of saxd Agreement the Commissioner finds: .

(2) That such agreemenc wiil tend to promote the cons :vat1on ' . i
of o0il and gas and the better ut111zatxon of reservozr !
energy in said area. »

(b) That under the propoeed agreement, the State of New Mexico
will receive its fair ghare of the recoverable oil or gas
in place under its lands in the area.

(c) That each benefzcxary Inat1tut1on of the State of New
‘Mexico will receive its fair and equ1tab1e share of the ;
recoverable 011 ‘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 author1ty conferred upon ‘me under
Sections 19—10~45 19-10-46, 19-10-47, New Mexico Statutes Annotated
. 1978‘Comp113t10n, 1, the undersxgned Commigsioner of Publxc L 3 ,

the State of New Mexico, do hereby consent»t' and approVe the'saszAgree~
ment " however, such consent and approval being limited and Testticted ¢o
such lands within the Unit Area, which are effect1ve1y commltted to ‘the
“Unit Agreement as of this date,‘and ~further, that leases 1nsofat ‘as the
lands covered ‘thereby committed 'to" thls'Unlt Agreement shall be and’ the
same are hereby amended to conform with the terms of such Unit Agreement.
and said leases shall remain in full forée and effect in accordance with
the terms and conditions of said Agreement This approval is subject to
all of the provisions and requirements of the aforesaid statutes.

IN WITNESS-WHEﬁﬁQE this Certificate of Approval is executed, with seal ‘
affixed, this 3rd day of November 19 80 .




" BY THE vaiéinN. | : 5 o

o 3TRTECOF NEW MLKILU,, 
ENERGY AND HINERALS DEPARTMENT
OIL CONSERYATION DIVISION -

IN_THE MATTER OF THE HEARING
"CALLED 8Y THE OIL CONSERVATION
DIVISION FOR THE FURPOSE OF
CONSIDERING:

CASE NO. 6974
Order No. R-6436~

APPLICATION OF C & K PETROLEUM, INC.
FOR APPROVAL OF THE WHITE DRAW UNIT
AGREEMENT, CHAVES COUNTY, NEW MEXICO.

URDER OF THE DIVISION S T S T

This cause came on for hearing at 9 a.m. on July 23, 1980,
at Santa Fe, New Mex1co, before Examiner Richard L. Stamets.

NDW, on thls th ‘day of Augus‘“i1980 the D1v131on

Director, having con51dered the testimony, the record, and’ thé

recomméndations of the txam1ner, and being fully advised in the
premxses, o

FINDS:

(1) That due publxc notice having been given as requxred
by law, the Division has Jurxsdlctzon of this cause and the

'subJect matter thereof.

(2) That the appllcant C &K Petroleum, Inc., ‘seeks

» _V’Aapproval of the "hlfp Draw: “nlf- Anrpemcpt connrlng 1,,&0& 08
' acres, more or less, of State, FederaI ahd Fee lands descrlbed

as follows:

o CHAVES C NIY NEW MEXICO o

: TOHNSHIP“Z 'SOUTH, RANGE 27 EAST, NMPM
Sections 1 through 4: All
Sections 9 through 16' All

TOWNSHTP 3 SOUTH, RANGE 28 EAST, NMPM
Sections 4 thrqugh 9: All - ‘
Sections 16 through 18: All

(3) That all plans of" de““lopment and operatxon and ‘erea-
txons, expanszons,*or contract1ons f partlcxpatlng areas or
expan31ons or contractions of the ‘'unit area, should be submitted
to the Director of the Division for ‘approval.




" supervise and control operations for the exploratxon and develop-

:\

-2-
Case No. 6974
Order No. R-6436

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

IT IS THEREFORE ORDERED:

(1) That the HhitelDrawfﬁﬁit~Agreeméht is héreby apprOVédJ

)ifaxned,1n said unit agreenént for:thﬁ
 ;F‘the PpI

;s approval shall not be considered as walvzng or
rellnq01sh1ng, in any manner, any right, duty, or obligation
which ‘is now, or may hereafter be, vested in the Division to

ment of any 1ands committed to the unit and productlon of oil or
gas therefrom.

»;;(3)

|natithe Unittfpe‘étor sha11;f11e w1thfthek01v1si

i guent Jo1nder by any pa”ty or. expansxon or contrac-
tion of the“unit area, the unit operator shall file with the :
Division’ within' 30 ‘days ‘thereafter counterparts of the unit agree-~"
ment reflecting the subsctlptlon of those interests having joined

or ratified.

(&) That all plans of develo”m nt and op,:at on; all unit
part1c1pat1ng areaq'an ‘expansions and contractlonS'thereof, and
all expansions or. contractions of "the unit area, shall be
submitted to the Director of the 0il Conservatlon Division for
approval.

(5) That this’ order shall beceme effective Ui
of sald hnlu ag;eenent by the Connxssxoner oF qu

ps
upon the termxnat on of ‘said unxt'agreement' and that the Tast
unit operator shall notify the Division 1mmed1ate1y in writing
of such termxnat10n.» :

(6) That ‘jurisdiction of thxs cause is reta1ned for the
entry of such further orders as the Division may deem necessary.

o




-3 ,
Case No. 6974
Order No. R-6436

DONE st Santa Fe, New Hexieo,“én”the‘day.and year herein-
above designated. C : :




UNIT AGREEMENT
FOR THE DEVELOPMENT 'AND OPERATION
OF THE
WHITE DRAW UNIT AREA
COUNTY OF GHAVES
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the// day of Cllekplz;/’// ,

1980 by and between the partles suoscrlblng, ratifying“or consentzng here-

to, and herein referréd to as the "parties hereto,"

WITNESSETH :

- —— e v m— o — - ——

WHEREAS, the partles hereto are the owners of’ worklng, royalty, or other
0il and gas 1nterests in the unit area subgect to this agreement and

WHEREAS,'the MlﬁeralfLeasxng'Act of4F bruary 25, 1920, 41;Stgtatésv43?;,,
as amended, %0 U. 5. C. Secs. 181 et seq., authorizes Federal lessees ana
their represeﬁtatives'tg unite with each other, or jdiﬁfly or separately with
others, in collectively adopting and operating a cooperative or unit pianFOf
develoﬁment or operatibﬁ1of:éhyfoilidrwgésfpoQ1,‘fiéid,‘ér iike'afeé;:pifﬁnyV ‘-
part thefeéf fbf the §Urpose of more propérly conéerving the nétural resﬁﬁrces
be necessary of advisable in the publlc interest; and

WHEREAS the Comm1851oner of Publlc Lands of the State of New Hex1co is
author1zed by an Act of'the Legislature (Secs._19—10—45,'46, 4? N.M. Statutgs
1978 Aunotated) to consent to or approve this agreement on‘bghgif of ‘the State
of New Mexico, insofar as it covers and includes lands and mineral interest
of the State of New Mexico; and,

WHEREAS the 011 Conservation Dlv151on of the’ State of New Mexlco Ensrgy
and. Minerals Department is authorlzed by an Act of-the Leg1slature (Chapters
70 and'71. New Mexito Statutes 1978, Annotated) to apprcve this agreement and
the conservatlon prov131ons hereof and,

WHEREAS the parties hereto hold sufficient interests in the

White Drew S -wun1u~nrea~cover1ng“tne“lana”nerelnaxter """ “geseriv=

ed to give reasonably effective control of operations therein;

- Sy . : . . e R ' :
WHQREAS}g;t is the purpose of the particec hercto Lo conserve netural re-

i
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sources, prevent waste, and secure otheér benefits obtainable through develop-

meni and operation of the area aubject to this agreement under the terms, con-
ditions, and limitations herein set forth;

NOW, THEREFORE, in consideration of the'premises and the promises here-
in contained, the parties hereto commit to this agreement their respective

interests in the below-defined unit area, and agree severally among themseives

as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of Feb. 25,

1920, as amended, supra, and all valid pertinent regulations, including oper-
ating and uail pldii regulations, heretofore issued thereunder or valid, perti-

nent, and reasonable regulations hereafter issued thereunder are accepted
and made & part of this agreement as to Federal lands, provided such regulations
are not inconsiéfént with the terms of this agreement; and as to non-Federal
lands, the oil and gas operating regulations in eiféct as of the effective
date heredf’govérﬁigg drilling aﬁd*ﬁféﬁﬂé%hg Aperatisas, 4ol inconsisient with
the terms herebf or the laws of the State in which the non-Federal lahd”is
located, are hereby accepted and made a part of thisiagreement.

2. UNIT AREA. The following‘describedi1ahd“is héreby designated and

recognized as constituting the unit area:

e, Re)en, N 1-3-5, R-28-E, MMM

Secs. 1,2,3,4; All Secs. %,5,6,7,8,9; ALl
Secs. 9,10,11y Secs. 16,17,18; All

12,13,14,15,16; A1l

Containing 13,404.08 Acres .
Chaves County, New Mexico

Exhibit ""aA" attached”hére£6:is a map fhowing the unit area and the boundaries
and inden%ity of tracts and leases in said area to the extent known to the

Unit Operator. Exhibit "B aitacheduhereto is a schedule showing to the ext§§§‘¥
ﬁﬁown to the Unit Operator the acreaéeZ percentage,'hnd kind of ownership of h
0il and gas’ interests in all land in the unit area. Howéier, nothing herein

or in said mchadnla oy map shall Lo consbiusd stawrepreééhiatién“ﬁy'éﬂ&*pafiy”‘;"

ptes4 N

hereto as to the ownership of any interest other than such interest or interests

a2-




as are shown in said map or schedule as owned by such party. Exhibits “AY"
and '"B" shall be revised by the Unit Operator whenever changes in the unit
area render such revision necess;ry Qhen requested by the Comﬁiasioner of
Public Lands of the State of New Mexico, hereinafter referred to as '"Land
Commissioner," and not less thatntwo (2) copies of the revised Exhibits
‘shall be filed with the Land Commissioner, and onei(ﬁ)'copy wigh'thé 0il
Conservation Division of the New Mexico Energy and Minerals ﬁepartment, here-
inafter reféired to as "Division." |

The atove-described unit area shall, when practicable, be' expanded to

“{include therein any addiliional 1arnds or shall be contracted to exclude lands

whehevefISuéh‘expénSion or coﬁtréﬁfion is deemed to be ngéessafy or mdvisable
to coﬁform with the purposes of this agreeﬁént. Such expﬁnsion ortcohtraction
shall be effected in the following manner: : |

(a) Unit‘déeratéi, on its own motion or on‘demand of the land Comnis-
sioﬁé?,'shéll prepéré‘aiﬁbf e '6f proposed expansion or contraction describ-
ing the contemplated changes in the boundaries 6f the unit area, the ;eaéons

therefor, and the proposed efféctive date thereof, preferably, the first day

of a month subsequent to the date of notice.

(b) Said notice shall be delivered to the Land Commissiorer and the
State bi§i§i6n, and copies tﬁer;of méiléd to the last known address of each
working-interest owner, lessee, and lessor whose interests are affectéa; ad-
vieing that thirty (30) days will be allowed for submission to the Unit Operator -
of any objections.

(¢) -Upon expiration of the 30-day period prévided:in the preceding item
(v) heredf,‘Unit Operator shall file with the Land Commissioner, éna;State
Division, evidence of mailiné of 'the notice of exﬁénsion or contrécfiﬁn'aﬁd‘

a copy of any objections th;reto which have been fiied'with Unit Operator,
together with an application in sufficient number,éfor approval of such ex;
pansion or contraction and with appropriate jéinders,

(d) After due considera£i§n‘of all pertinent information, the expansion
or cdntractionhshall. upon”appfovai by the Land Commissionef aanState Division,
become effective as of the date prescribed in the notice thereof.

(e) 'All legal subdiviéiaﬁs'of 1and (i.e.. 40 acres by Government snrvey.

or its nearest lot or tract equivalent; in instances of irregular surveys

2




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 ef-
fective date of‘the ffist initial participating area established under this
unit agreement} shall be eliminated automaticallygfrom this agreement, effec-
tive as of said fifth anﬁivérsary, and such lands shall no lonéer be a part

“of the unit area and shall no longer be subject to this agreement, unless
diiigent drilling operations are in progress on unitized lands not entifiéd

to participation on said fifth anniversary, in which evené all such lands
shall remain subject hereto for $o‘ichg as such driliihg 6pefé£i8nsraré coa-
tinued diligéntly,vwifh not more than 90 d&ys‘ timé'elapsing between the
completion of one such well and the commencement of the next such well. All
legal subdivisions of lands not entitled t6 be in a participating area‘withih
10 years after the -ffeééive'déte of the first initial participating drea ap-
proved under this agreement shall be automatically eliminated from Lhis agrée-
ment as of said tenth anniﬁersary.' A1l lands proved producfive by diligént
dfillihg operations after the aforesaid five-year perfgd'shall become partici-
pating in the same manner as during said five-year period. -However, ﬁhen chh‘
diligent drilling operations cease, all hon}parfiéipatingllgéds;éhéll;bé’adtbgnﬂ;‘w‘
maticailéveiiminated efféctive as of the 91st day thereafter. 'The unit operator
ghall within 90 days after the effective date of ény elimination hereunder,
describe the area so eliminated to the satisfaction of the Land Céhﬁissiqﬁer
and promptly notify all parties. in interest.

If boﬁditions warrant extension of the ten-year period spécifiéd in this
subsection 2 (é); a single extension of not to exceed two years may be accom-
plished by consent of the owners of 90% of the working interests in the current
'hOn;participating unitized lands and the owners of 60% of the basic rog?lty
interests (exclusive of the basic royalty interests of the United States) in
non-participating unitized lands with approval of the Land Commissioner, pro-
vided such extension application is submitted to the Land Commiséioher not
latef;then 60 days prior to the expiration of said ten-year period.

Any expanS;on of the unit area pursuant to this section which embraces
lands Vvther‘éj’@?ffére' eliminated pirmuant ta this sibscction

“considered automatic commitment or recommitment of such lands.

-4




3, UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this

agreement shall constitute land referred to herein as "unitized land" or
"land subject to this agreement." All oil and gas in any and all formations
of the unitized land are unitized under the terms of this agreement and herein

are called "unitized substances."

4. UNIT OPERATOR. C & K Petrolsum, Inc.
is hereby designated as Unit Operator and by siggééure hereto asﬁUiit 0perétor
agrees aed consents to accept the duties and obligations of Unit Operater'féi
the discovery, development, and productlon of unitized substances as hereln
:prov1ded. Whenever reference is made hereln to the Unlt Operator, such re-

ference means the Unit Operator acting in the capacity and not as an owner of

interest in unitized substances, and the term "working-interest owner" when

used shall include or refer 'to Unit Operator as the owner of a worﬁingyinter-

»

est when such an‘intereSt‘{s”owned by it.

HOVAL OF UNIT OPERATOR. ~Unit Operator shall have =

¥ P ada ‘-"—o
-, . RESICN JATION OR RENMOVAL OF Ui

the right to resign at any time prior to the establishment of a participsting
area or areas hereunder, but such resignation shall notjbecome>effective 50
as to release Unit Operator from the duties and obligetions of Unit 0perator

and terminate Unit Operator 8 rlghte ‘as such for a perlod of s1x (6) months

”after notzce of 1ntentlon to re51gn has been served by Unlt Operator on ali

working-interest owners and the Land Commissioner, and until all wells then
drilled hereunder are placed in a sitisfaetory conditions for sugpension'or
abandonment whichever is required By the State Division as to State and‘pri-
vately owned lands, unless a new Unit Operator shall have beenlseleeted and
epproved'and shall ﬁave taken over and assumed the duties and obligations of
Unit Operater prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner and subject
to like limitations aé above provided at any time a participating area estab-

lished hereunder is in existence, but, in all instances of resignafibn or

“removal, until a successor unit op¢rator is selected and approved as herein-

after provided, the working-interest owners shall ve jointly responsible for

performance of the duties of unit operator, and shall not later than 20 days

.before such resignation or removal}becoﬂea‘effeétivq appoint a cdﬁmﬁh‘égehh

to represent them in any action to be taken hereunder.




The resignation of Unit Operator shéll not release Unit Operator from
’aﬁ& liability for any default by it hereunder occurring prior to the effect-
ive date of its resignation.

The Unit Operator may, Gpon default-Qr failure in the perf§¥mance‘of its
duties or obligations hereunder,-Be subject to removal by the same percentage
vote of the owners of working interests as heréin‘provided foi’the selectioﬁ
of a new Unit Operator. Such removal shall be effective upon notice thereof
to the Land Commissioner.

“The resignation or removal of Unit Operator under this agreemeat shall
or other interest in unitized substances, but upon the resignation or removal
of ﬁnit Operator becoming effective, such Unit Operator shall deliver posses-
sion of all wells, equipment, materials, and appurtenances used in conducting
the unit operations tojt&e new duly quaiifiéd successor Unit Operator or to
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purpose of conducting unit Opérations‘héreunder. Nothing herein -shall bé
construed as authorizing removal of any material, equipment, and’appﬁrtenﬁncés
'needéd for the preservation of any wells.

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

his or its rosignation as Unit Operator or shall be removed as hereinabove
pro&ided, or a change of Unit Operator is nogotiated by working-interest ownéra,
the owners of the working interests in the paftiéipating area or areas accor-
ding to their‘respéctive acreage interests in such participating area or areas,

or unitl ' a participating area shall -have béen.established, the owners Ofxﬁhe

wdrking interests according to their respective acreage interests in all uniti-

W b

zed land, shall by majority vote select a successor Unit Operator: Provided,

that, if a majority but less than 75 pér cent of the working interests qual-

ified to vote are owned by one party to this agreement, & concurring vote of
one or more additional working interest owners shall be required to seleéf
a new operator. Such selection ghall 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 haen appraved by tha Land Commizcsionsr.
If no successor Unit Operator is seiected and qualified as herein pro-
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ment terminated.




7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit

Operator is not the sole owner of working interest, costs, and expenses in-

curred by Unit Operator in conducting unit operations hereunder shall be
paid and aﬁportioned among and borne by the owners of working interests,
all in accordance with the agreement or agreeménts entered into by-and be-
tween the Unit’Operatbr énd the owners of working integests, whether one
or more, sepérateiy or‘éollégtiﬁely. Any agreement or agreements entered
into between the working-interest owners and the Unit Operator as provided
in this sectioh, whether one or more, are herein referred to as the "unit

operating agreement.' Such unit operating agreement gh 2

the manner in which' the working-interest owners shall be entitled to re-

ceive their respective proportionate and allocated share of the benefits

accruing hereto in conformity with their underlying operating agreéments,

leases, or other independent contracts, and such other rights and obliga-

tions as between Unit Operator and the working-interest owners as may be

[N

agreéd upeﬁ by Uﬁii Operator and working-interest owners; héwever, io sﬁch
unit dperating agreement shall be‘déeméd either to modify any of the'ﬁefﬁs
and cbndi%i&ns of this unit agreement or to reiie?e the Unit Operaégr'of
any right or obligatién established under this unit agreement, ahd‘in case
of any iHCOnSistency or conflict between this unit agreement and the unit
operating agreement, this unit agreement shall govern. One true copy of

any unit operating agreement executed pursuant to this section must be filed

with the;iand Com&isgiqner, prior to appfoval of this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR., Except as otherwise spe-

.l

‘cificalli Providéd he:é?ﬁifthé exclusive right, privilege and duty of exer-’
cising”ahy ;nd all rights of the parties hereto which are necessary or con-
veﬁiént for prospec&ing for, producing, storing, allocating and distributing
the unitized substances are hereby delegated to and shall be exergised by
the Unit‘Opérator as herein provided. Acceptable evidence of titlé'po said
rights shall be deposited with said Unit Operator and, together with”ﬁhis
agreement, shall constitute und define the rights, privileges, and'obliga-

i

%ions of Unit Operator. Nothing\herein, however, shall be construed to
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transfertitle to any land or ta any lens
understood that under this agreement the Unit Operator, in its capacity as

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

9. DRILLING TO DISCOVERY. Within six (6) months after the effective

date hereof, the Unit Operator shall begin to drill an adequate test well
at a location approved by the Supervisor, if on Fede:al land, or by the Land
Commissioner, if on State land, or by the Division if on fee land unless on
such effective date a well being driiled conformably with the terms hereof,

and thereafter continue such drilling diligently until the Abo Formation

has been tested , or until at a lesser depth unitized substan-

_ces shall be discovered which cap be produced in paying quanéitiés:(to4wit:
quantities sufficient to repay thekCOsts of drilling completing and produc-
ing operati?ns, with a reasongble_profit) or the Unit Operator shall, at
anyrtiﬁe, eétéblish to the satisfaction of the Supe{viéor if on Federal land,
or the Land Commissioner if on State land, or the Division if on Fee land
that further drilling of said well would be unwarr&nted'dr impracticable;
provided, howevér, that Unit Operator shall not, in any event, be required
to drill caid well to a depth in excess of _91300  feet. Until the dis-
‘é;Véfy”of’a’aépdéitiéf unitized substances ca§;ble of'béing produced in‘pay-
ing quantities, the Unit Operator shall continue drilling diligently one well
at a time, allowing not more than six'(6) months‘between the completion of
one well and'the‘yeginning‘of the next well, until a well capable of‘préqué-
ing unitized substances in pajixig@ua‘iiiéities’ is completed to the satisfaction
of_SaidASupervisor if it be on Federal land or of the Land Commissioner if

on State land or the Division if on.fee land, or until it is reasonably proved

s

‘that the,unitizéd’land is incapable of producing unitized substances ‘in pay-

ing—quantities in the formations drilled hereunder. Nothiﬁé in this ‘section

ghall be deemed to limit the right of ’th“e ﬁnit Operator to resign as provi-
ded in. Section 5fhereof, or as requiring Unit Opéraﬁor to commence or con-
tinue any driiIihg during the period pending such resignation becoming. effec-
tive in order to comply with the requirements of this section. The Land |
'Cémﬁis#ioner may'moaify the arilling requirements of this section by granting

Ial

reasonable extensibns‘of time when, ih his opinion, such action is warranted.
Updn;failure to commence any‘weil provided for iﬂfthis section within

the time allowed, including any extension of time granted by the Land Com-

. wissionér, this agreement will antamatically rnm«ne ;

tinue drilling diliggntly any well commeénced hereundef, the Land Commissioner)-

may,ygfter‘154days notice to the Unit Operator, a declare;this unit agreement

terminated.




10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months after

completion of a well capable of producing unitized substances in paying quan~
tities, the Unit Operator shalf submit for the approval of the Land Commis-
sioner and State Division an acceptable plan‘of development and operation for
the unitized land which, wheﬂ'épproved by the Land Commissioner and State
Division, shall constitute the further drilling and operating obligations

of the Unit Operator under this agreemsnt for the period specified therein.
Thereafter from time to time before the expiration of any existéng plan, the
Unit Operator‘ghéil submit for the approval of the Land Com;iséioner and
State Division a plan for an additioral specified period for~the development
and operation of the umitized land. | L

Ahy plan submitted pursuant to this seétidn“éhall provide for the ex-
ploration of the unitizéd area and for the'diligent:drilling necessary for
daterﬁination of the area or areas thereof capable of producing unitized sub~
stances i; paying quantilies in each and every productive fdfﬁéfién’an& shall
determine to be necessary fof‘timéiy dévelopmenﬁ and prdper conservation of
the o0il and gas resources of the unitized area and shall:

(a) specify the number and locations of any Weflé to be drilled and
rprqﬁdééé%ofdérland,€iﬁé“£6§ such}éri11ing; and |

{v) to the extent practicable'specify the 6perating practices regarded
as necessary and advisable for proper conservation of natural resources.
Separate plans ﬁay be submitted‘fér separate productive zones, subiect to the
approval of the Land Comhissioner and State:DiviSion.

Plgnéyshall be modifiedfor supplemented when necessary tO'meet/chanséd
conditions or to protect thefinterests of all paré}es to this agreement.
Reasonaple diligence sﬁéll'be exercised in complying with the obiig&tions
of the éﬁbrﬁved plan'of{develoﬁmeﬁi} Thé'Landeommissioner is authorized
- to grant a reasonable extension of the six?ﬁonth period herein prescribed for
‘submission of an initial plan of development where such action is‘justified
because of unusual conditi@nS"ép circumstances. After co;pletion hereunder
of a well capable of producing any unitized substance in paying guantities,
‘no further wells, exoept suéh as may be necdssary to afford protection againat

‘operations not under this agreement, and such as may be épecifically approved

-9~




by the Land Commissioner and State Division, shall be drilled except in ac-
cordance with a plan of development upproved as herein provided.

11. _ PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable

of producing unitized substances in paying quantities or as soon thereafter
as required by the Land Commissioner, or the State Division, the Unit Oper-
ator shall submit for approval by the Land Commissioner and State Division
a scheaule, based on subdivisions of the public-land survey or aliquot parts
therecf,'of‘all land then regarded as reasonably proved to be productive in
paying quantities; all lands in said schedule on approval ‘of the Land Com-
missiouer and State Divisioh'to:ccnstitu£e~a participaﬂing'afea,‘e?fésﬁiéa ,
~as of the date éf completion of such well or the effective date of this unit
agreement, whichever is later. The acreages of both Federal and'non-Federal
lands shall be based upon appropriate computations from the courses and dis-

tances shown on the last approved publiCAléﬁd“survey‘as of the éffective

date of each 1n1t1al part1c1pat1ng area.:’ Sald schedule shall also set forth

“the percentage of unltlzed substances to be allocated as hereln prov1ded to
each tract in the participating area so establised, and shall govern the .
allocaticn'of production commencing with the effective date of the partici-
peting area. A separate part1clpat1ng area shall ‘be establlshed for each

separate pool or dep051t of unltlzed substances or for any group thereof

which is produced as a single pool or zone, and any two or more partiCipating

areas so established may be combined into one, on approval of the Land Com-
missioner and the State Division. When p}cduction from two or more partici-

pating areas, so established, is subsequently found to be from a common pool

or deposit said’pafficipating‘erea shall be combined into one, effective as

of such appropriate date as may be approved or prescribed by the Land Commis-

sioner and State Division. The participating area or areas so esfabl{shed

B3

shall L2 revised from time to time, subject to like approval, to include

addltzonal land then regarded as reasonably proved to be productive in paylng

LS

quantltles or‘necessary for unit operat1ons, or to: exclude land then regard-
ed as reasonably proved not to be productive in paying quantities and the
schedule of allocation percentages shall be revised accordingly. The efrect-

st the monithi iu whichh is obtain-

'..l‘
LISe ok

'lv

o : [T IS M1 it ’
ive Aate of sny revisicn chzll bo the f

ed the knowledge or information on which such revision is predicated, pro-

vided, however, that a more apprcpfiate effective date may be used if justified
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by the Unit Operator and approved by the Land Commissioner and State Division.
No land shall be excluded from a participating area on account of &epletion
of the unitized substances, except that any partiéipating area established
under the provisions of this unit agreement shsall términate automatically
whenever all completions in the formation on which the participatihg'area
is based are abandoned.

It is the intent of this section that a participating are; shaii repre-
sent the aréa known or reasonably estimated to be produdtive in paying d&én-

tities; but regardless of any revision of the partidipating area, nothing

herein contained shall Lo construed as requiring any retroactive adjustment

for production obtained prior to the effective\date of the zrevision of the
partiéiﬁéting area.
o}
In the ;bsence of agreement at any time”between'ﬁpe‘Uhitvbpefﬁtdr and
the Land Commissioner and Stdte Division gs'to~thc‘pr$§er definition or rede-

e

finition of a participating area, or until a participating svea has, oo aicas

‘have, been established as provided herein, the portion'of~a11 payments af-

fected thereby shall be impounded in a manner @ﬁ%ﬁéﬂly accéﬁtéble to the owhérs

of working interests and the Land Coﬁmissiongﬁi Royalties due the United
Sf#tes shall be deterﬁinéd'byﬂthefSupervigg; for‘Federaiilaﬁds and fﬁefLand
'damﬁiééiaiér'fcr'thé‘éfa%é‘léﬁés“éﬁd'tﬁé"aadﬁit"£héfé¢f'shali ve Aépésifia,
and‘directed'by the Supervisor and the:Land Commissioner, to be held as un-
earned money until a participating area is finally appfoved'and:then'éppiiéd
as earned or returned in accordance with a determination of the sum due as
Federal and State royalty of the basis of such approved participating area.
Wheneyeiiit is determined, sﬁbjeﬁt to:the'approvaI of the Land Commis-
sionef and’State’DiVision that a well drilled under this agreement is not

¢apable of production’in paying quantities and inéluéion‘df‘the’land‘dn which

W .

it it situated in a participating area is unwarranted, production from such
‘well shall, for the purposes of settlement among all parties other that work-
7 ing-interest owners, be allocated to the land on which the well is located

unless such land is already within the participating area established for

the pool or deposit form which Such a well shall be made as provided in the

Ly

ing agreeguients
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12, ALLOCATION OF PRODUCTION. A1l unitized substances produbed from

each participating area established under this agreement, except any part
thereof used in conformity with good operating practices within the unitized
area for drilling, operating; carp. and other production or development pur-
poses, for repressuring or reéycling in accordanceﬁyith a plan of develop-
men; approved B§ the Land Commissioner and State Division, or unavéidaSie
lost, shall be deemed to be proddcgd equally on an acreage basis from the
several tracts of unitized land of the participatiﬂg area established for
such production and, for the purpose of aetérmining any benefits accrﬁing
under thi ~eement, each such bract of unitized land shall have allocated
to 'it such percentage of said production as the'ﬁumber of acres of such tract
included in said pérficipating area bears to the total dcres of unitized
land in said participating area, except that allocation of produéfibﬂihére-

under”for‘purpoéésﬂother“thén for settlement of the royalty, overriding roy-

alty, or payment out 5ffp¢§du¢£ibn‘6ﬁilga£1§hs*6f‘the respective working="
iﬁﬁérééiubwneré shall ;e on the basis préscribed in ‘the unit operating ;greee
ment whether in conformity with the basis of allocation herein set forth or
otherﬁise; Tt is hereby agreed that'production’of unitized subétancés from
a partlclpatlng area shall be allocated as prov1ded here1n regardless of
’whether any wells are drilled on any partlcular part of tract of said partl-
cipating area. If any gas produced from one participating area’is use&’fér
repressuring or recycling purposes in ‘another parfiCipating area, the first
gas withdrawn from such last-mentioned participating area for sale during

the life of thls agreement shall be considered to be the gaa 80 trangferred
until ‘an amount equal to that transferred shall be ) produced for sale and
such”gas shall be allocated to the participating area from which.initially
prédﬁcgdvas such area was”last»défihed at the time bf'sudh finalfproddétiOn.

13.. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS.

Any party hereto owning or controlling the working interest in any unitized
land having thereon a regular well location may with the approval of the Super-

visor if on Federal Land, the Land Commissioner if on State Land, and the

[o]

Division as to privately owned land, at such party's sole risk, costs, and

1.}
n

a woll to tost any foruablion-for whicha participating area

iz
]

rill’

}_l

axpense;

1

has not been‘estéblished or td‘test any formation for which a participating
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“unitized hereunder shall hereafter b

TN
1#s

area, unless within 90 days of receipt of notice from said party of his in-
tention 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
tnder this agreement. |

If any well drilled as aforesaid by a worklng-xnterest owner results in

‘production-such that the land upon which it is situated may properly be in-

cluded in a participating are:i, such participating area shall be established
or enlarged as provided in this agreement and the well shall thereafter be

operated by the Unit Operator in accordance with the terms of this agreement

-and - the unit ‘cperating agrecment.

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 51tuated in a part1c1pat1ng area, such well may be

operated and produced by the nartv dr1111nc the same gsubiect to the conser-

vation réquireménts of this agreement. The royalties in amount‘'or value'of

e

vproduction from any such well shall be paid as specified in the underlying

~

lease and agreements affected.

1%. ROYALTY SETTLEMENT. The United States and any State and any roy-

‘alty owner who is entitled to take in kind a share of the substances now

ve entitled to't ake-in-k
ite share of the unitized substances, aﬁh the Unit Opefator, or the working-
interest owner in case of the operation of a wéll'b&'a we}Rihg;intéfest’owner
as hefein‘piovided for in special cases, shall méke deliveries of such roy-
alty share taken in k1nd in conformlty with the applicable contracts, laws,

i

and regulatlons. ‘Settlement for royalty interest not taken in kind“shall'be

-'made by worklng-lnterest owners responsible therefor under existing ébhfracts,

laws, and regulations, or by the Unit Operator, on or before the last day

of each month for unitized substances produced 'during the preceding calendar
month; provided, however, that nothing herein contained shall operate to
relieve the lessees of any land from their respective lease obligations ‘for

the payment of any royalties due under their leases.

[P

If gas obtained from lands not subject to this agreemént is introduced
1' . - . - N -
into sny participating area hercunder, for use ‘in repressuring; svimulation

of production, or increasing ultimate recovery, in conformity with .a plan of
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cipating area and with apnropriate deduction for loss from any cause, may
be withdrawn from the formation into which the gas is introduced, royalty
free as to dry gas, but not as to any products which may be extracted there-
from; provided that such withdrawal shall be at such time as may be provided
in the approfed plan of operations or as may otherwiée be consented to by
the Land Commissioner as conforming tobgood petroleum engineering practice;
and provided further, that such right of withdrawal shall terminate on the
termination of this unit agreement. |

Royalfy due the ﬁniﬁed States shall be compufed as provided in the oper-
» in value or delivered im

substancqs on‘fhe basis of the amounts thereof allbgated'to‘unitized Fedéral

land as provided herein at the rates specified in the respective Federal leases,

or at such lowér rate or rates as may be authorizeéd by law or regulatioh:

.prpiidéd,ﬂthatifor legses’bn which fhe‘fbyéity rate depends on the‘daily,gv:}

; erage'produ§tibnj§er_well, said average production shall be determined in

accordance with‘the 6pera§ing regulations aé'thoﬁgh each participating érea
were a sihgle consolidated lease.

Royalty due on account of Sta#e'lands shall be computed and paid on
the basis of all unitized substandés allocated to such lands.

03

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases com-

mitted hereto shall be paid by worki#éiinféresgwowners reSthéible‘thgrefor
under existing contracts, laws, and regulations, prd?ided'thét’nofhing herein
contained shall operate to relieve fhe 1essees/of any‘land'from‘their‘respec-
ti#e lessse obligat;ons for the payment of any.réntéliér minimum foyaity due
under their leases. Rental or minimum rdyaify'for*léﬁﬁ§ 5f’ihe”Unitéa‘Stafes
subject to this égreement ;hall be paid at the rafe spe;ified in the respec-
tive leases from the United %ﬁates uniess such renyé} or miﬁimum‘fdyaity“is
waived, suspended, or reduced by:iaw‘or byféﬁproﬁal'of‘the Secretary or his
duly authorizédﬁréﬁresent&iive.

wRentals on State of New Mexico lands subject to this agreement shall
be paid at the ratgé‘épecified in the respéctive leases. | 7

Y] R . e T T e T P it i . . :". P
With vrispect to wuy lease on’non-Federal land containing provisions

W

which would términate snsh leass whlsss drilling &psrations ave coumenced
upon the land covered thereby within the time therein specified or rentals

are paid fbryéﬁé‘pgivileée*of'déféfﬁ?ﬁgfsﬁéhﬁdriliihgrdﬁéiatidné,ﬂthe‘rehfals

1=




required thgxeby shall, notwithstanding any other proéisidn of this agree-
ment, be deemed to accrue and become payable during the term thereof as ex-
tended by this agreement and until the required ériliing operations &re com~
menced upon the land covered thereby or until some portion of such land is
included w{%hin a participating area.

16.\CONSERVATION. Operations hereunder and production of unitized sub-
stances shall be conducted to provide for‘the most economical and efficient
recovery of said substances without waste, as defined by or pursuant to State
dr‘F;deral law or regulatibn.

17. DRAINAGE " The Unlt Operator shall take such measures as the Land
Comm1551oner deem approprlate and adequate to prevent dralnage of unit1zed

substances from unitized land by wells on 1andynot subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, comditions,
apd provisions of all“leases, subleases, and other contracts relating fo
‘efﬁibfﬁfian,»driiffﬁg;°aévéibbméﬁ£,'éf operation for 0il or gas on lands
Commiited tu Liis agreement acv lieieby xpressiy modified and wgended to ihe
extent hecessary to make the same conform to the provisions herééf; but other-
wise to ramain in full forcq and effect; and the parties hereto hereby con-
gent that the Secrétary,kasbtd Federal leases and the Land Commissioner, as
- to $$éf§ 1§ases,_sh311 and eachihyfhis-appréval”héreof,‘ﬁr”by“thé“éﬁﬁfaﬁﬁi”‘
‘hereof by his duly authorized representative, does hereby esfébiiéﬁ; éitér,
chgnge, or revoke the drilling, producing, rental, mimimum royalty, and roy-
alty requirements of Federal and State leases‘cOEmittéd hereto and the re-
gulations in respect thereto to conform said requirements to the provisions
of this agreement, and without limiting the generéiity of the foregoing, all
leases, subleases, and contracts are particularly modified in‘accordahce'
with the following; | )

(a) The-déVélopment and operation of lands subject tq’thié agreement
under the terms thereof shall be deemed full performance of all obl;gatibnh
for deveibpment andioperation with réspect:to each and every separately own-
ed tract subject tO‘ﬁﬁis'ééreeﬁgnt, regardless of whether there is any devel-
opient of auy puriicular tract of the unit area.

{b) Drilling and r-prsag'ciﬁg ‘gpérations periormed-hereunder-upon any
tract of unitized 1ands will be accepted and deemed to be performed upon

anu for the bene;lt of each and every tract of unitlzed land, and no lease

.
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shall be deemed to expire by reason of failure to drill or produce wells
situated on the land therein embraced. N
(¢) Suspension of drilling or producing operations on all unitized
-lands pursuant to direction or consent of the Secretary and the Land Com-
missionerer’their duly authorized representatives,‘ahall be deemed to cen-
stitute such suspension pursuant to such direction or consent as to each and
every tract of unitized land. A suspension of drilling or producing opera-
‘tions limited to specified lands shall be applicable only to such lands.
(d) Fach lease, sublease, or contract relating to the exploration,
drilliﬁg, development or opeération for oil or gas of lands other than4£hose”
51t United States and State of New Mexico comritted to this agreement,
which, by its terms might expire prior to the termination of this agreeme@t.
is hereby extended beyond any such terms so provided therein so thatvit shall "
be contihuéd in fuii fo;ce and effect for and:during the term of this agree-
ment. | |
(e) Any Federal leasc for a fixed term of tweufy“(EOj?yéarS”or anf'
renewal thereof or any part of such lease which ‘is made subject to this a-
greement 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 provided therein or by'law as to the land commit-
ted so long as such lease remains subject hereto, provided that production
ig had in payingAquahtities under this unit“agréement pribf'to the'eipiéa—
tion date of the term of such lease, or in the event actual drilling opera-
tions are commenced on unitized'lénd,'in‘accofdance with the p#éviéions of
this agreement, prior to the enaiéféthe‘primgry term of such lease and are
being diligently prosecuted at that time, such lease shall be extended for
two years and so long thefeafﬁer as 0il ‘or gas is prbdubéd in paying ‘quan-
titiesVin accord;née with”thé"prcvisions of'the'MiﬁeralpLeﬁéing Act ?eﬁision‘
of 1960.
(f) Each sublease or contract relating to the opéra@idn and develop-
:ment of unitized substances from lands of the United States committed to
this agreement, which by its tevms would expire prior to the time ‘&t wnich
_the unﬂe;iying,legeé, e avtanded by tho immediatély preceding paragraphy
will expire, is hereby extended beyond any such term so>provided therein
80 that it shall be continued in full force and effect for and during the

‘term of the underlying lease as such term is herein extended. -




P
i

(g) The segregation of any Federal Lease committed to this agreement
is governed by the following provision in the fourth paragraph of Sec. 17
(j) of the Mineral Leasing Act, as amended by the Act of September 2, 1960
(74 Stat. 781-784): "Any (Federal) lease herectofore or hereafter committed
to any such (unit) Plan embracing 1aﬁés that are in part within and in part
outside of the area coveréd by any such'plan shall be segregated into seépar-
ate leases as to the lands committed and-the lands not committed as of the

effective date of unitization: Providéd'however, that any such lease as to

éﬁé nénund t1zed portion shall continue in force and effect for the term ﬁhere—f
’of putufor“nptblqss”than-two vears from the date of such scgregation and so
loﬁg thereafter as oil or gas is produced in paying qu;ﬁtitiésf"

(h)" In the event the:Initial Test Well is commenced prior to the ex-
piration date of the shortest term Sta‘ii:'e Lease Qi‘ihin the Unit Area, any
lease embracing lands VOf’t-;he St"a'te'rof"Ne.w Mexico which is made subject to
fhis ;giéémént, shall continue in force beyond the te%ﬁypfOVidédifhéreih
as to the laﬁdé*caﬁﬁiftéaihéréfo’ﬁﬁtii tﬁé‘té¥minégion*heré0f. ‘

(i) ‘Any Zcase embracing lands of’the’State"offNew Mékid6 having only

a porfion of its lands committed hereto, shall be segregated as to the por-

tion committed and the portion not cémmitted, and the terms of such lease '**

" shall apply separatély to such<segregated§portiOns'cbmméhcing as of the ef-

fective date‘herepf; provided, however, notwifhstéﬁéiﬁéléﬁ§76f>£ﬁé>pf6§iéi6ﬁé”'
of this agreement to the contrary anyfiease embfacing laﬁ&s'éf the Stéte

of New Mexico having only a portion of its lands cémmitteﬁﬂherété shall con-
tinue in full force and effect beyond the term prbvidéd therein as to-ali
lands embraced in such lease, if oi1 or gas is discovered and is capable"df
being prod&ced in paying quantities}from'some part of the lands embraced

in such lease at the expiration of fhe'secéhdary”term ofkéuch 1ease;,6r‘if,
atlthe exp{ration ¢f the secondary ﬁgrm, the lessee pr the Unit Opééator is
then engaged’in'bOna fide drilling or~reworkiné operations on some part of
the lands embraced in such leass, theusahe as to all landsréhbféced'fhéféiﬂ,
shall remain ih”fuii‘fﬁfce and effect so long as Sﬁéﬁwbpeféfibhé Qré'Bé{hg

25

£ they result in the Production of oil or gas;

[

Ailigently prosecuted, and ey
said lease shall continue in full force and effeést as to'all of the lamds .
embraced therein, so long thereafter as oil or gas in paying quantities is

being produced from any'po:tionyéf'sqfa iandé.

-17-




19, COVENANTS RUN WITH LAND. The covenants herein shall te construed

to be covenants running with the land with respect to the interest of the
pafties hereto and their successors in interest until this agreement termi-
nates, and any granf, transfer, or conveyance; or interest in land or leases
subject hereto shall be end hereby is conditioned upon the assump&jdh of
all privilegeshand“obligations hereunder Qy the grantee, transferee, dr Gther
successor in interest. No assignment or tfansfer of any working interest,
royalty, or other interest subject hereto*sha11>be binding:upon Uuit Oher-u
ator until the first day of the calendar month after Unit Operéfbr is fur-
nishad with the original; photostatic, or certified copy of the instrument
of tramsfer. |

20. EFFECTIVE DATE AND TERM. This agreement shall become effective

upon approval by the Land Commissioner or his duly authorized representative,
and shall term1nate five (5) Years from sald effectlve date unless

(a) such date of explratlon is extended by the Land Comm1551oner, br

(b) 1t is reasonably determlned prlor to the exp1ratlon of the fzxed
term or any extension thereof that the unitized land is incapable of produc-
tion ‘of unitized substances in paying quantities in fhé formations tested.
hereunder and after notice of" 1ntent10n to termlnate the agreement on such o
ground is gzven by the Unit Operator to all partzes in 1nterest at £ﬁe1r »
-last known addresses, the agreement is»terminated with the approval of the’
Land CommiaSioner, or ' |

k) a valuable discovery of unititized substances has been made or ac-
‘cepted on unitized land during é;idvinitial ferm‘or any extenéiOn°thereof,
in whiéh event the agreement shall remain in éffect fdr”éucﬁzférmféﬁd édzloﬁg
as unitized substarnces can be produced as to federal landé, and are being
produced as to State lands, in quantities sufficient to:pay for the cost of
producing sad; f}om wells on ;nitized land within any participating afeaqesf
tabliéhed hereunder and, should productibn céaée, 80 long<thefedfter as dil-
igent opérations are"ih'progress for the restoration offprdduction'or dié-.

covery of new production and so long thereafter as unitized substances so

discovered are produced as aforesaid, or
! (d) it ia terminatasd as'heretcfore providsd iu uhis agreenesii. Tnis

agreement may be terminated at any time by not less thar 75 per centum, on

an ac¢reage bvasis, pf’the worgingaintgrest owners aigngtoryihqrdto,’with"thé

-18-




approval of the Land Commissioner; notice of any such approval to be giveh

by the Unit Operator to all parties hereto. ,
21. RATE OF PROSPECTING DEVELOPMENT AND PRODUCTION. The Land Commis-

sioner and Division arehereby vested with authority to alter or modify from
time to time in their descretion the quantity and rate of production under this
agreement when such quantity and rare is not fixed'pursuant to Federal or
State law or does not conform to ahy state-wide volﬁﬁtary conservation or
allocation program, which is established, recognized, and generally adhered
to by the maJorlty of operators 1n such State, such authorlty belng hereby
limited to alteration or modification in the public interest, the purpose
“thereof and the pub11c 1nterest to be served thereby to be stated in the
order of alteration or modification. W1£hout regard to the fore301ng, the
Land Commissioner and” D1v131on:xrealso hereby vested with authorlty to alter
or modify from time to time in their discretlon the rate of proapecting and
developmént and the quantity and rate of production under this agreeméﬁt

when such>alteratién‘br'mﬂdifiéaéidh is in the interest of attaining the con-

.....

servatlon objectzves stated in this agreement and ¥< Hot fin violation ot any
applicable Federal or State law.

Powers in this section vested in the Land Commiséidnér and Diviéibn
ghall only be exercised after notice to Unit Operator and opportunity for
hearing to Se held not less than 15 days from nbtice.

22. APPEARANCES. Unit Operator shall, after notice to:other parties
affected, have the right to appear for and on behalf of any and all interests
affec£ed héréby before the,Commissioner of Public lands and to aﬁpeélbfrom'
orders issued under the regulations of said Land Commiss;oner or to dpbiy
for féliéf from any of said regulations or in any proceedings relative to
operations before the Land Commissioner or any other legally comstituted
authority; providéé, however, that any other'ihterestéd'pafty's%all also have
the right at his own expense to be’heafd in any suéh proceeding.

23, NOTICES. All notices, demands,;or Statements requiregvhereunder
to be given or rendered to the parties hereto shall be deemedffuily given
if given in wriling aﬁé persbnélly delivered to the parti}Or sent by pdéf—'

‘paid ‘registerad or eevtifiod ‘mail, addressed to cuch par
respective addresses set forth in connect1on with the signatures horeto or -

A to the rat1f1cat1on or consent hereof or to such other address a8 any such




party may have furnished in writing to party sending the notice, demand or

statement.

24. NO WAIVER OF CERTATN RIGHTS. Nothing in this agreement contained

shall be construed as a waiver by any party hereto of the right to assert

any legal or constitutional right or defense as to the validity or invalid-

ity of ény law of the State wherein said unitized lands are located, or of
the United States, or regulations issued thereunder in any way affecting such

| party, or as a waiver by any such party of éﬁy right beyond his o?‘its’auth-

ority to waive.

25.~iUNKVOIDABLE'DELAY. A1l obligations under this agreement requiring

the Unit Operator to commeénce or continue drilling or to operate on or pro-

duce unitized substances from any of the lands covered by this agreement

shall be suspended while the Unit Operator, despite the exercise of due care

and diligence, is prevented from complying with such obligations, in whole

or in part, by strikes, acts of God, Federal, State, or muniéipal‘law or

4 agencies, wnavoidable accidents, uncontrollable délays‘ih"tranéporéﬁibh;Fin;
ability to obtain necessary materials in apenmarkct; o other'mAtiéfé*ﬁéféin‘ 
enumerated or noﬁ. No unit obiigation which is suépended under this section
‘shall become due less than thirty (30) days after it has been determined that
ihe suspension 5; no ldnger apﬁlicable. Determihationjéf,gtéditéb}e "ﬁné—_.,

‘ VOidable'Deiay" time shall be méde byrﬁhé uﬁit'operator subject to approval

of the Land Commissioner.

26, NONDISCREMINATION. In connection with the performance of work un-
4 o ‘

der thid agreément, the operator sgrees to comply with all the provisions

b N of Bection 202 (1) to (7) inclusive of Executive Order 11246 (20 F.R. 12319).,

as amended, which are hereby incorporated by refevence in this agreement .

27. LOSS OF TITLE. In the event title to any tract of unitized land

shall fail and the true owner cannot be induced to join in this unit agree-
ment such tract shall be automatically regarded as not committed hereto and

there shall be such readjustment of future costs and benefits as may be re-

quired on acéount of the loss of such title. In the event of é'disﬁute as o
fto éifle as to>any royalty, Qo}king interest, or other interests subjedt
Lothereloy paymenut ve delivery on'accbunt”ﬁhéreof“méy'be"wfﬁhhéld“wifh&ﬁ?:iiﬁﬁi;"“““‘“

lity for interest until the dispute is finally settled;,prévided. that, as

to Federal and State land or leases, no payments of funds diie the ‘United

States or the State of New Mexico should be withheld, but such:funds shall




to this agreement shall be effective as of the first day of the month follow-

‘commitment of any tract ta this agrecment unlcss

be deposited as directed by the Supervisor and such ?unds of the State of

New Mexico shall be deposited as directed by the Land Commiséioner. to be

held as unearned money ﬁending final settlement of the title dispute, and
then applied as earned or returned in accordance with such>f1nal settlement.

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

'28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substan-

tial iﬁterest in a tract within the unit area fails or refuses to sUbéEribe
or cénéeht to this agreement, the owner of the working’i;terest~in that tract
may withdraw said tract from this agreement by written notigg'delivered to 7
éhejLan¢‘Commissioger, the State Division; and the Unit Cperator prior to
the approval of this agreement by the Land Commissioner. Any oil or gas
interests in lands within the unit area not committed hereto prior to sub-

mission of this agreerent for final approval may thereafter be committed here-

to by the ‘owner or owners thereof subscribing or ‘consenting to this agresment,

and, if fhejihtepest is a working-intéfgst, by the‘dwﬁer of’suChbintefégt
éléo4subscri5ihg to the unit operating;agreemeht; After operations are com-
menced hereundér,‘the right of subsequent ‘joinder, as providéd in this sec-
tion, by a working-interest owner is silJject to such réqqi}émehts‘or;éppfovals,
if any, perfainingfto such joinder, as may be proVid;&*for in}ihe unit “oper-
ating’agreemeﬁf. After final approval hereof, joinder by a non-working in-
tereét 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 hereundér in behalf of such non-working interest. A non;working‘inter-~~
ést'ié committed hereto. Joinder to the unit agreement by a working-interest
owner, at any ;ime; must bé accompanied by apprépriate joinder to the unit
operating agreement, if more than one bommittéd‘WOrking—interest owner 'is
involved, in order for the interest to be regarded as committed to this unit
agreement. Except as may otherwise heréin be provided, subsequent joinders

ing the filing with the Land Commissioner and the State Division of duly

execuled counlerparis oi all or any papers necessary to establish effective -

4

Yjection Lu suchi- joinder

is duly made within sixty (60) days by the State Division; provided, however,

that as to State lands all subsequent joinders must be approved by the Com-

missioner. 7 g e
21




29:A>COUNTERPARTS. "Thie agreement may be execu%ed in any number of
counterparts no one of which needs to be executed by all parties or may be
ratified or consented to by separate instrument in writing specifically re-
ferriné‘hereté‘and shall be binding upon all those parties who have executed
such a counterpart, ratification, or coneent 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 claimiﬁg an
interest in the lands within the above-described unit area.

30. SURRENDER. Nothlng in thls agreement shall prch1b1t the exerclse
by any worklng-lnterest owner of the right to surrender vested in such’ nartv
lby any lease, sublease,'er operating agreement as to all or any part of the
lands covered tﬁereby, ﬁreeided that eech party who will or might aEquire
vsuch working idterest by such surrender or by forfeiture as hereafter set -
‘fOrtHk is bound by the terms of thls agreement. |

| If; as'a result of any such surrender, the worklng 1nterest rlghts as
Y] e“eh Junds “oecome vested in any party other than the fee owner of the un-
itized substances, said party may forfeit such rights and furthey benefits
from operation hereunder as to said land to the party next in the chain of
‘titie who shall be and become the owner of such working interest.

If; as the result of ar any such: surrender or férfeiture,~worﬁihglinter—
est rights become vested in the fee owner of the unitized substances, such
owner may: |

- (1) Accept those WOrking;interests rights subject to this agreement
and the un1t operatlng agreement; or | )

(2) Lease the portlon 'of such land as is included in a partzclpatlng
area established hereunder subject to this agreement and the unit operating
agreement. , ?

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

If the fee owner of the unitized substances does not accept the worke
'ing-interest'riéhts subject to this agreement and the unit operating agree-
ment o 1eaee,'sueh lands as above-provided within six (6) months after the
eurrandered ar forfeited workin |

owner, the benefits and obligations of operations accruing to such lands

under this agreement and the unit operatirg asreement shall be shgred by thg



,partles hereto 18 thaf af’ 1ﬂA apendent ‘contrac

remaining owners of unitized working interests in accordance with tlieir re-
spective working interest ownerships, and such owners or working interests
shall compensate the fee owner of unitized substances in such lands by pay-
ing sums equal to the rentals, minimum royalties, and royalties applidable
to such lands under the lease in effect when the lands were unltlzed.

An apprdprlate accounting and gettlement shall be made, for all beﬁe-

fits accruing to or payments and expenditures made or incufred on behalf of

such surrendered or forfeited working interest snubsequent to the date of sur-

N

rénder or forfeiture, and,payméht of any moneys found to be owing by such

an accounting shall be made aqibetween‘thq,parfiéé’Withinfthifty (30) daya.

In the event no unit bperating agreement is in existence and mutually accep-

table agreement between the’pfoper,parties'theréto cannot be consummuated,
e

‘the Land Commissioner may prescribe such reasonable and équitabié agreement

as he'deems'wéfranted under the circumétances.

The exerc1se of any rlght vested in a worklng—lnterest owner to reas—

s1gn such worklng 1nterest to the party from whom obtalned shall be subaect

to the same conditibns as set forth in this section in regard to the exer-

‘¢ise of a right to surrender.

31. 'TAXES. The working-interest owners shall render and pay for their

account and the account of the royalty owners all valid taxes on or Heasured

by the unitized substances in and under or that may be produced, gathered,

and sold from the land subject to this contract after the effective date of

this agreement, or upon the proceeds derived therefrom. The working-interest

owners on each tract shall and may charge the proper proportion of said taxes

to the royalfy owners having interests in said tract, and may eurrently re-

tain and deduct sufficient of ﬁhe/unitized substances or derivative products,

or net proceeds therebf from the allodated share of each royalty owner to’
secure reimbursement for the taxes so paid. No such taxes shall be charged
to'fhe‘United States or the State of New Mexico or to any lessor who has a

contract with his lessor who 'has a contract with his lessee which requires

the lessee to pay such taxes.

32. NO PARTNKRSHIP. It ic oxpresoly agreed that ihe selalion of tne

ment éOntained, eipressed, or implied, nor any operations conducted hé&euﬁder,

tors and uothing in this agree-

i
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shall create or be deemed to have created a partnership or association be-
tween the parties hereto or any of them.

33, SURFACE AND ENVIRONMENTAI, PROTECTION STIPULATIONS. Nothing in this

agreement shall modify or change either the special Federal Lease stipulations
rQ}étihg to surface management or such special Federal Lease stipulations
rei;tingvtq surface and envirsnmental protection, ‘attached to and made a part
of, 0il and Gas Leases c;vefipg lands within the Unit Area.

IN HIT&ESS WHEREOF, the parties hereto have caused this agreement to

be executed and have set opposite their réspective names the date of executicn.

L 0 uvLu'Jl;n II‘ICI
% to ; i §
) o - - ') - g
ajoiw... )/\ (rwnl»m._‘ a@mu By: ;,/,-f( ] g
S : E AT @Pr ’
Address: yee, Yaen A

UNIT OPERATOR

STATE OF ‘<~ 7 2 /. _ )

B . : )Ss.
COUNTY 'OF N d ol 2t )

<

The forego1ng 1nstrument was acknowledged before me this_.7¢ day ‘of

g , 198 &, by s/ gj el who is :

A s l"’.‘(v F s ’IQA..:;.'\. L. o 0f C7& K PETROLEUM iy INC. a,:igjl-d;Aqé;Lcorporationg for
ani‘on behalf‘of said Corporation. ‘ ‘ T o

i i"'uln,, A

prtﬁbﬁJlsslon Expxres.

\ .

\c_'; / . I ) ) ‘ : )
k I WAL : / i )/%\-m "

Notary Public

§ DONNA WHILES, NoTary' RIC .
IN AND FOR MIDLAND COUNTY, TBXAS
MY COMMISSION DXIRES _ 722 2257
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SCHEDULE, SHOWING ALL LAND AND LEASES

WITHIN '"HE WHITE DRAW UNIT AREA

-

P

_CHAVES CCUNTY NEW MEXICO

TRACT
NO.

DESCRIPTION OF

LAND

NUMBER: OF

SERTAL NO. &
EXP. DATE

OVERRIDING ‘ROYALTY
AND PERCENTAGE

'WORKING INT:REST
" AND PERCENIAGE

3.

Sec. 3:

T3-S, Re27-E

Sec. 1 All
Sec. 11: SWk

S, R-27-E

Sec. h: Al

NM-14127
7-31-81

NM- 11477
11-30-81

BASIC - LESSEE OF:RECORD
' ROYALTY | AND PERCENTAGE
" FECERAL LANDS
U.S.A. : Cities Service Company
2.5 . CL
U.S.A. " Texas Pacific 0il Co.
12.5 , i

<L=5016-1
11-17-80

28 Korea F

ederal Lands, wumwm

STATE. OF IEW MEXICO LANDS

12.5

Est. F.J. Bradshaw w.b

Mary Susan McNab
James H. Scott

State Cities Service Company A1l

i
'

Cities Ser. Co. ALl

Hnwmm Pacific |
0il Company - A1l

Cities Ser. Co. All




9.

. T-3.8, R-27-E
“Sec. 9: A1l
Sec. 10: W¥k, NEK

I-3-S, R-27-E

‘Sec. 11: N¥, SE

3ec. 14: A1l

2-3-8, R-27-E
Sec. 15: Al

T-3-S, R-28-E
Sec. b: Al1
Sec. 5: A1l

T3-S, R-28-E

Sec. 61 ALl
Sec. 7: All

T-3-$, R-28-E

‘Sec.:8: All

mwo. 9: All

1120.00

1120.00

640.00.

1278.89

1258.23

1280.00

L-5017-1"

aAALANimo

L=5018-1
11-17.80

L-5019-1
11-17-30

L=5020--1
11-17-60

L=-5021-1

11-17-80

L-5022-1

11-17-80

State

12.5

mandm
12.5

State
12.5

State
12.5

wm&mom
:AN.W

State
12.5

Cities Service Company Al1

Cities Service Company All

Cities Service oaawmn% All

Cities Service Company A1l

Cities Service Company Al)

Cities Service Company All

None

None

None

zoﬁm

None

'None

Cities Ser. Co.

Cities Ser. Co. All

Cities Ser. Co. All

S

Cities Ser. Co. All

Cities Ser. Co. All

nwﬁwmm mmw. Co. All




4o.

1.

AN‘

13.

14,

15.

T-3.S, R-28-E

“Sec. 16: A1l
Sec. 17: N

T-3-S, R-27-E

Sec. 2: All

T-3-S, R-27-E
Sec. 12: AIL

Sec. 13: A1l

T~3-S, R-27-E

Sec. 16: A1l

960.00

630,72

639.20

640.00

-640.,00

640.00

L-5023-1
11-17-80

L-502}4-1
11-17-80

LG-747%7
1-190

1G-7438
1-1-9C

LG-7439
1-1=90

LG-74k>
1=1-90

State
- \_N C‘W

State
\—Ntm

State
12.5

State

2.5

State
12.5

Mﬂwwo
12.5

Cities Service Company

owdwmm:medwnm.ooawwv%
wmdmm Petr. Corp.
Yates Petr. Corp.
Yates Petr. Corp.

Depco, Inc.

71,80%.30 Acres Stats Tamd, B 07X

A1l

All

All

All

ALl

A1l

None

None

None

None

None

None

o%ﬁwmm mmn. Co. Al

%y

Cities Ser.

Mﬁﬁmm Mmdﬁx
Yates Petr.
Yates Petr.

De:sco, Inc.

Co. All

Corp. All

Corp. Al1

Corp. A1l

A1l




16.

T~3-S, R-27-E

Sec. 3

S

320.00 "~ Fee
7-21-85 12.5

" 320.00 acres Fee lands, 2.39%

F. C. Stroh & Company omxw&EKE.FPsEJ None

PATENTED (FEE) LANDS

-

C& wawmﬁ.owmza. Inc.

‘Recapitulat wou

‘State of New Mexico Lands, 11,804.80 acres, 88.07% of Unit Aves
‘Federal Lands, 1,279.28 acres, 9.54%

Fee Lands, 320.00 acres  2.39%

13,5%0%4.08 ‘acres 100.00% of Unit Area - \




CONSENT AND RATIFICATIC!
WHiTE'DRAw UNIT AGREFMENT

CHAVES COUNTY, NEW MEXICO

The undersigned, (whether one or more) hereby acknowledges receipt of

a copy of the Unit Agreement for the Development and Operatién of the White

Draw Unit Area embracing lands situated in Chaves County, New Mexico, which
said Agreement is dated the 1st day of July, 1980, and acknowledged that they

have resad the same and are familiar with the terms and conditions thereof.

The undersigned, also being the owners of the leasehold, royalty, or other

interests in the lands or mirerals embraced in said Unit Area, as indicated

on the schedule attached to said Unit Agreement as Exhibit‘"B“, do hereby

consentj%herefo and ré§ify all of the terms and p}ovisions thereof. exactly

the same as if the undersigned had executed the original of said Unit Agree-

ment or a counterpart thereof.

IN WITNESSKQHEREQF, this instrument is executed by the undersigned as of

the date set forth in their respective acknbwledgmentg

r_ T s T
INDIVIDUAL ‘
STATE OF ) 5
)ss.
COUNTY OF . )
The fore301ng instrument was acknowledged before me this day
of ,-108 , by .

My Commission Expires:

Notary Public

L ‘ ' CORPORA'DE

-4

STATE OF Oklahoma

)
)88,
)

COUNTY OF Julsa

e foregoing instrument was acknowledged before me this .
Ca A . 19R /\ byRobert B. Hubbard «a<u Ajiorney- lﬂ-l‘dd C

~, Tresident of (ITIES SERVICE gOMPANY. a__Lelaware

A‘“°n behalf of sald corporatlon.




CONSENT AND RATIFICATION
WHITE DRAW UNIT AGREKMENT

CHAVES cOUN’TYl NEW MEXICO

The undersigned, (whether one or more) hereby ackndwledges receipt of

a copy of the Unit Agreement for the Development and Operation of the White
Draw Unit Area embracing laiids situated in Chaves Couiy, New Mexico, which
said Agreement is dated the 1st day of July, 1980, and acknowledged that they
have read the same and are familiar with the terms and conditions thereof.
The undersigned, alsO‘Séing the owners of the 1easehold, royalty, or other
interests in the lands or minerals embraced in Said’Unit Area; as indicated
on the schedule attached to said Unit Agreeément as Exh it "mnag heféb?

g consent thereto and rat1fy all of the terms and prov1s1ons thereof exactly

A 1the same as 1f the undersxgned had executed tbe or1g1nal of sa1d Unlt Agree-"

_ ment or a counterpart thereof.

| IN QITﬁESSngEREOF; this:instrUmént is éxechfed"by,thekuﬂdéféignedras 3f

the:date Set forth in their respective abknowledgments,mrJ

)
L
)ss. §
COUNTY OF ) Ty
The foregoing instrument was acknowledged before me thls ujéday
of , 198 | by A
My Commission Expires:
Notary Public
STATE OF __TEXAS . )
COUNTY OF_“MIDLAND ‘ )
«5‘\\\\\\ W : L R
pﬁﬂ%ﬁ. Zhd'fqregozng 1nstrument was acynowledged before me thlu 24th day
LTI tober 1980, by__H, B, Hunt . .

tion Manager of__Sln Texas Company .+ A_Delamare
M on behalf of sald corporatlon. o R T

’l-l /1

'::‘ - “v copmss,lin ExPlres' : S ’.g; )jZl;:}3277?7"

-f.=.1'«.r?--.;,fff:thﬁ.: f e e
g . Patéy L. Springer ¢¢/'
S Midland County, Texas




CONSENT AND RATIFICATION
WHITE DRAW UNIT AGREFMENT

CHAVES COUNTY, NEW MEXICO

The undersigned, fﬁﬁether one or more) hereby acknowledges receipt of
& copy of the Unit Agreement for the’Development and Operation of the White
Draw Unit Area embracing lands situated in Chaves County, New Mexice, which
said Agreement is dated the st day of July, 1980, and ackddwledgea that they
‘have read the same and are familiar with the terms and conditions thereof.
or other

The undersigned, also being the owners of the leasehold, royalty,

interests in the lands of minerals embraced in 8aid Unit Area, as indicated

on tﬁe schedule attached to said Unit Agreement as Exh1b1t "B" do hereby

: i
Lo o i i
of thevterﬁé“ahd nrovis1onﬁ*thereof exaotly

 con3a1t tnereco auu”i Lify a1y

.
}J

the same as 1f ‘the unders1gn d’uéd*execut 13t ~crigiha-»-- said Unit Agree-

. ment or a counterpart thereof

IN WITNESS WHEREOF this instrument is executed by the under81gned as’

the dats set favthin the1r respectlve acknonledgmehts. L

ol YATES PETROIEDM conﬁ‘ﬁmw

"‘T »\.*A"_‘v =

e A

f . =%

207 South 4th Street

Artes1a New Mex1co 88210
INDIVlDUAL ' Lo e

P - b3

L

‘,“/ : B s Las L B s T L RN

[P TPV A . Sl t)
‘ )ss.
COUNTY OF .

The foregoing instrument was acknowledged before me this
of . 198 .+ by

My CommiSsion‘Expires:

Notary'PubLic

CORPORATE:
STATE OF __NEW MEXICO )
) ‘ )ss.
COUNTY OF_EDDY ) g
. The- fore501ng 1nstrument was acknowledged before me this  22nd “déy
of Ortober S 5 1980 2 by “John A. Yates '

y-in-Fact for Yates Petro
corporat;on. on’ behalf of sald corporat16n.»

My Commission Expires:
' OFTIDIAL SHAL | A0 cg
e N e L poNotdryTPublie oy ]
Qﬂ1Ak ruﬁlvirmv'tv'-ﬂ> : S

\r;rtw EAOND FILED Wt SFURL TR0Y 6 SYaTS - @
y ,chxuznr.lun Exvires Seul 14, Ly
Nt myt v rul

ey -
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The undersigned,

CONSENT AND RATIFICATION
WHITE DRAW UNIT AGREEMENT

CHAVES COUNTY, NEW MFXICO

(whether one or more) hereby acknowledges receipt of

a copy of the Unit Agreement for the Development and Operation of the White

Draw Unit Area embracing lands situated in Chaves County,

said Agreement is dated the 1st day of July.

New Mexico, which

1980, and acknowledged that they

have read the same and ‘are familiar w1th the terms and conditions thereof

The undersigned, alsc being the owners of the leasehold, royalty,

or other

interests in the 1ands or nminerals embraced in said Un1t Area. as 1ndicated

A

on the schedule attoched to baxd hn1t Agreement as Exhibit "B", do hereby

coneent thereto and- ratlfy all of the terms and provzsxone thereof‘Jexactlvi

o
i

W

P

134

o

TRl

Sanis aé 11 the underslgned had executed the - orxglnal of Bald Unlt Agree-

ment or a counterpart thereof

IN HITNESS WHEREOF this 1nstrument is executed by: the under51gned as of

'“ethe date set forth in their respective acknowledgments.
\1 s
; ¢

, Secretary K. G. Ramm, Vice President
INDIVIDUAL
V. » STATE OF )
B : )SS.
; ,cou}m‘ OF )
The foregoing instrument was acknowledged before me thls dgy
of y 198 | by
My Commission Expires:
Notary Public )
s i",-‘l.. ' ‘.:.."‘.”':el',”l' i . 3
CAtRE e coLorao )
AN T )ss.
Y ? (§F v = DENVER )
: : “ R

.(\ -\-

- X & agoin 1nstrument was acknowledged Vefére me this . day -
R .;t“u'{h‘ A:bgsncts as a 4 ‘ 21st: y

v 198 0, vy K. G.

o i o8 " Vice

i

3 ’ o ‘ -
Hy Commiseien Expzres.

Septaﬂ:er 16 1984,

Yice , Pre31dent of
. parpdﬁdt o&. on behalf of said

_ DEPCO, Inc, . a
~corporation. Y
f ,
i - f '» /
: Notary Publ

L
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i
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ALEX J, ARMIJO . November 3, 1980

CoMMISSIONER
Mr. Randolph M. Richardson | ' iffi
P. 0. Box 819

Roswell, New Mexico 88201

White Draw Unit
Chaves County, New Mexico

Dear Mr. Kichardaun:

behalf of CEK Petrole ihc.‘"0urfapproval ‘is SubJect to like

approval by the Unitéd States Geological Survey.

Enclosed are Five (5) Certificates of Approval.
o
Please advise this off1ce when’ the”USGS has given thelt approval
80 that we may finish processLng same.

9}

Very truly yours,

COMMISSIONER OF -PUBLIC LANDS

BY:»._

Dxrectdr, 0il ‘and Cas D1v1s1on
- AC 505-827-2748

,OCD-Santa Fe, New Mex oP////_

neRs<Ra 1% Naes véu.n-*~*w<

-

USGS-Albuquerque, New Mexico

AJA/FOP/s

. i e et e
T e K R g s AR B g s
s s g e




ot ek b o bk o Cn

United States Department of the Intenor

GEOLOGICAL .SURVP‘Y
South Central Region

"P. 0. Box 26124 L9 7(/

Albuquerque, New Mexico 87125

14 Nnv 1980
Randolph™M, Richardson
P. 0. Box 819 ‘
~Roswell, New Mexico 88201 ,
Dear Mr Richardson'
One approved copy of ‘the Whlte D aw" unlt agreement wx%h PetreleLm

Inc,, as operator, Chaves County, New Mexico is enclosed. Such agreement
has been assigned No.~ 14-08-0001=18443 ‘and is effectlve November 3,A|980,
the date the Land Comm1551oner approved the’ Lnit ; :

“You arc reébésted'tb‘fﬁﬁﬁl sh the State of New MGXICO and. othev interested

»Enclbsure

'pPanlpaLS with appropriate evldence of this approval.

- 70

Sincerely yours,
ORICINAL SIGNED 3y
James W, Sutherland

Conservation Manager

folop V ’
NMOCD Santa Fe (ltr only)

OIL CONS; R\’A: ln’\! DIVISlON
SANT,




ATE

- TOTAL
~-APPROVED

__DATE ___ACREAGE

“0oaawaumo=on
November 1, 1980

U177

- 13,404.08

UNIT AREA

TOWNSHIP 3 SOUTH, RANGE 27 EAST, NMPM |
Sections 1 through 4: All ;
Sections 9 through 16: A1l :
. TOWNSHIP 3 SOUTH, RANGE 28 EAST, NMPM |
‘Sections 4 through 9: T All

Sections 16 through 18: All :

_smm

11,804.80

| FEDERAL

1,279.28

320.00

__EMDDAN-FEE _ CLAUSE

yes




STATE LEASE  INSTI- & = | N “ACREAGE
TRACT NO,  NO. TUTION SEC, TWP., RGE, " $UBSECTION D NOT
: I ; i . - Ll | RATIFIED LESSEE
3 L-5016-1- €.8. 3 38  2E w2 ’ © 10-21-80 957.76 ~ Cities Service Co.
4 38 27E All , o SN
4 L-5017-1  C.s. 9 35 27E ALl - © 7 10-21-80-  1,120.00 Cities Service Co.
| . 10 3 27 W/2, NE/L | H { |
5 L-5018-1  C.S. 11 3s 27E N/2, SEl4 ,
14 35 2 All : | . .
6 L-5019-1  C.s. 15 38 27 Al 10-21-80 640.00 . Cities Service Co.
1. L-5020-1  C.5. 4 35 28E alr i 10-21-80  1,278.89  cities Service Co.
'5 38 . 28E All , | . .
8 L-5021-1  C.S. 6 35 28E Al , 10-21-80  1,258.23 _ Cities Servicé Co.
- , 1 38 28E All L . _ ,
9 1-5022-1  C.s. ‘8 38 28E All ’ 10-21-80  1,280.00 Cities Service Co.
9 38 28E ALl g . : , , )
10 © 1-5023-1  C.S> 16 38 288 All 10-21-80 1960.00 Cities Service Co.
1?7 38 28 N/2 : :
11 1-5024-1  C.S. 18 . 3s - 288 All 10-21-80 630:72 | Cities Service Co.
12 LG-7437  C.s, 2 38 27E A1l 10-22-80 639.20 ' Yates Petr. Corp.
13 16-7438  C.S. 12 38 2 A1l 10-22-80 640.00 © Yates'Petr. Corp.
14 LG-7437  C.s. 13 35 27E Al : 10-22-80 640.00 Yates Petr. Corp. |
15 w40 cs. 16 38 wE A 10-21-80 640.00 ; Depeo, Iac,

[

i
|
IR - ) : W
| . ‘
i
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO

23 July 1980

EXAMINER HEARING

- - D . . S > = i —— - - G S S W S S = b —

IN THE MATTER OF:

‘Appliéétion of C&K Petroleum Com-

Pt st gl Pt Pl Pt ot

pany for a unit agreement, Chaves _CASE.
-county;'~NeW"M§;iica.' R . 6974
e e, sk
TRANSCRIPT OF HEAR"IN”GV :
| A'PPEAI#AN‘CE”S
For the Oil -Conservation Ernest L. Padilla, Esg.

Legal Counsel 'to the Division::
> State Land Office Bldg. =
Santa Fe, New Mexico 87501

Division:

For the Apolicant: | Randolph Richardson, Esq.
Roswell, New Mexico

e . Kt A S A P e s
- T ;
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SALLY W. BOYD, C.8.1.

Rt. I'Box 19%-B". -~
Santa Fe, New Mexico 87501

Phone (505) 455-7409

1"

12

Page

INDEX

WILLIAM J. HENRY

Direct Examination by Mr. Richardson

EXHIBITS

Applicant Exhibit Three, Log

L

(73]
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SALLY W. BOYD, C.8.1.

Rt.'] Box 193-B.
 Santa Fe, New Mexico 87501

Phone (509) 455-7409

¥ % o8N

wh
[}

1M

12

13

_which has been marked Exh

Midiand.

MR. STAMETS: We'llycall next Case 6974,
MR. PADILLA: Application of CsK Petro-
leum, Inc., for a uait agreement, Cﬁaves’County, New Mexico.
MR. RICHARDSON: Randolph M. Richardson,
Roswell, NeWYMexico, appearing on behalf of the applicant,
We have already furnished a copy of the

unit agreement; and I'd like to hand you a geologic report,

7y

[wb

‘hits One through Three,
I have one witness to be sworn,

(Witness sworn,}

WILLIAM J. HENRY

being called as a witness and having been duly sworu upon

his'gath, testified as follows, to-wit:

( DIRECT EXAMINATION
BY MR. .RICHARDSON:
‘@ . __ Mr, Henry, would you please state your

present occupation, fame, and background or qualifications
which would qualify you to testify as an expert in this case?
Ao My 'name-is.William J, "Bill" Henry. I'm

akCOnSultingggeolpgist, representing C&K Petroleum, out of

Ly
-

I'm a_graduate of T@kas.Tééh;‘lsfz;'éndgﬁf
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I've worked about the last twenty-two years in southeast New

-Mexico.
Q
servation Division?

A

Area?
L A
tion for approval?
A
accepted?

cation, experience,

geologist.

In the last thres mohthea?

Yes, I am,

MR, STAMETS; I presume Mr, Henry's edu-

Have you testified before before the Con

Yes, I have,
Fairly recently? .

In the last three months.

In the last three months or S0, Yes.

Are you familiar with “the White DraV‘Uﬁi 

Yes, I am, -
And the matters contained in the applica

i

MR. RiCHARDSON: Are the gqualifications

and previous gqualification were as a

MR, RICHARDSON: Right,

MR. STAMETS: Ic that corract?  Then the

witness is considered qualified,

7

A

I thought I said'donsulting‘petroienn

geologist, didn't 1?

B O A 0 L v s



Page 5
| ! Q ' Is the form of unit agreement that pre-
2 scribed by the Comissionér of P;.\blic Lands? o
3 A Yes.
4 Q Has a unit area been designated by the
5 | United states Geological Survey as to an area logically
s suitable for 'dévelopment under a unltplan of ’deVe?lopinent?
4 A. No, this 'ﬁnit contains only about ~-- les:
s ,t_than 10 percent Federal léhﬁé and ‘r’x‘ofaeéj.g{x__‘a’ticépr'irs necesSa
o o would QOu please tell the Division the
§' 'E 0 ¥ otar ni:;rnber"of acres within the unit Stea , and the number
E‘: ggg n and percentage of acreage of Federal, State, a‘nﬁ_a'fe;e‘ lands?
™ géig 12 | A Yes, There's a tofal o"f'13,"4‘0‘4,0>‘8' ";ai‘érfe" :
§ 5 1. ‘State acreage is 11,8()'4!:@0; Federal, 1,279.28; feé,"3'20 acr&sﬁ
e @ Will you please téll the Division the
. township and range in which the unit is located and theap-
16 p‘roki'm"ate location with reference to ;:he_."n‘eai:'est; town? .
1‘7; A This is in northern Cha{res' Coun’éy, Towne
” sh;p3, 27, and fToiéln's'h'ip‘ 3, 28, aﬁd"‘:\i.:;t‘s ‘évhout’tWelve; to fiiﬂ
™ teen miles south'of Fr. Sumner, New Mexico.
= 0 Mr. Héh’ry-, would ;rou‘_iple'ase now refer to
| 2 *yo“i‘n:v geo:i_ké"g’ica»l‘ report ﬁhicf;"-*has been h&‘tﬁded to theT‘E:.v:amiiiei:‘ v
® | markea xnibits one through Three? Was this report prepared
Y by you? ‘ S
A Yes, it was,
‘ o Would you please review the report, re-
’.ﬁ



SALLY W. BOYD, C.S.R.

ST PUNYD EARSTEN N WA PRI L S RIS
. V

Rt. 1 Bor/193-B.
- Santa'Pe, New.Mexico 87301 .

“Phone (505) 455-7409°
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ferring to the map, logs, by name, indicating the signifi-
cance of the map and log?

A I'11 not read the report; it's self-exp
Atbfy. You have a copy of it,

Exhibit Two is a geological structure még
caﬂtouréd on top of the Abo for the possibility of_Abo sand#,k
which have recéntly come ihtd focus as é feservoir in south~
east New Mexico., TheseuporQUstands‘arg'déjéiépéd in this .

area of our unit and we have looked at all the lqgs'ihat are.

“available in this area and we've found porous’sands in this

area which are similar, and electric log calculations from

the key log that we're keying off of, which is the SunRay

' New Mexico State in Section 14 of 3, 27. It has indicated

that it is possibly hydrocarbon productive, and looking at
the sands in the other wells around here, and we have a well

down in the south -- what would be Ehg lefthand corner, whic

,is'the Yates McCIéIlan.Fedefal; which is a recent Abo sand

" well completion.

And other logs in this area that were
drilled many years ago are indicative of hydrocarbons being
present but they were never tested because this was not a

primary reservoir at that time that the wells were drilled,

Q And your log that’ you have there is from
which well? A

- | TIs from Sun Ray New Mexico State in Sect

NN e e s T g e B B R e R B BT B8 A Uy et e B e e g e e
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14 of 3 South, Range 27 East,

"£hé”£6§‘ﬁhoifeét. and WeThaVé“éﬁite'a few sands. They were

The water saturations are calculated on
the righthand side of the log and indicite that these wells

could be hydrocarbon productive,

1} Could you please tell the Division your
conclusions as to the formations likélfvto be encouhtereé énd  
considered:prospective? |

‘iA_ 7 well, we propdse just to drill éh Abo

sand test, which the Abo sands are productive generally in

it

i

positive under stratigraphic conditions. No one sand with

sparse well control could Le cgrrelatéd over a.big area,

¢

Q Is there any possibility of %hytﬁihg abow
the Abo? | |
COA | Not in this particuiar area."Thére’is-
some shows ih the San Andres section up there but they're
ééetty inaccurate and T aon?t believe thgy*il be proéhcfivegi

0 Will you please tell Ehefpiviéidn'éhe
'projected depth and location for the iﬁitial'teét‘well?'

A Okay. The location is 1980 frém the
north and east of Section” 14, Township 3fsouth,'kangé 27 East
Ch????ﬂcbﬁani,aééﬁwe'PIb?ose,towdriil a 5300 foot Abo test,
j -Q B Have the bﬁher WOrking”intéreSﬁ‘ownErs

in the unit area been contacted?

A Yes, they have,
- - T e e S R e i e 5
»
U
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SALLY W. BOYD, C.S.R.

Page 8
L Q In your opinion, what percentage of the
2 working interest will be committed and what percentage of
3 | the royalty will be committed?
4 A, The working interest is 85 percent and
51 tne royalty is 95 percent,
6 0 In your opinion will the operation of
7 this area under the proposed unit plan be -- of Eperation be
8 || "in the interest of conservation and prevention of waste? ‘
"_ A Yes, it will,

5. 0. 0 Will the different institutions of the
giﬁ n State; if any, receive their fair share of production, if
233 ;

f%g 2 established?
igg =

LR 13 o

L A, ; Yes.

w 0 In the event of production will the cor-
sl . . Lo g ; : ‘
| relative rights of all parties to the unit agreement be
% | protecteaz
v A . Yes.
® MR. RICHARDSON: I'd like to enter that
19 RS P :
|l ~geological report in evidence,
20 . g = s
; ' MR. STAMETS: Okay, the report, which
21 Sl o
is labeled Exhibits One through Three will be admitted.
2 ' . o L
e MR, RICHARDSON: And I have nothing fur«
2 | e
‘ther,
; MR. STAMETS: Any questions of the wit~
- negs?° He may be excused.
L J
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SALLY W. BOYD, C.S.R.
Rt.1.Box 193-B ‘

Santa Fe, New Mexico 87501

Phone (505) 4557409
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Anything

The case will be taken under advisement.

iR

further in this case?

(Hearing 'concluded.)

<
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CERTIFICATE

is a fﬁll,itrue, and correct, record of'éhe'heafihé, preg :

by me to the best of my ability.

i

U de hereby ca

. CU Nt e foremaina
Qcomsle o .oy, 1t 0 foregoing e

. T ihe Dporasts .
the Exm‘,r;gmar i Plc,_\-'_\ungs in

:}(f(ji‘in\ﬁ of e i ;
heargdbymg on ) -Eme \04222{
i . e o).

Oit Conservation Division

I, SALLY W. BOYD, C.S.R., DO HEREPY CERTIFY that
the foregoing Transcript of Hearing before the 0Oil Conserva

. tion Division was reported by me; that the said transcripi
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N 1 STATE .OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
2 OIL CO‘ISERVATION DIVISION
‘ STATE LAND ,OFFICE BLDG.
3 ~ SANTA FE, NEW MEXICO
23 July 1980
4
EXAMINER HEARING
5 ;
6 g S )
IN THE MATTER OF: ;
?
Application of C&K Petroleum Com- )
8 pany for a unit agreement, chaves ) CASE
County, New Mexico. ) 6974
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20 | For the applicant: ‘Randolph Richardson, Esq.
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Phone (305) 455-7409

- Rl Box 193-B
Santa Fe, New Mexico 87501 ..

Iy

11

12

13

16
16

17

3

bt

IND

WILLIAM J. HENRY

Direct Examination

EXHIBITS

E X

by Mr.

Richardson

Applicant Exhibit‘One, Geologic Report

Applicant Exhibit Two, Map

Applicant Exhibit Three, Log
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SALLY W. BOYD, C.SR.

Rt. 1'Box 193-B .
Santa Fe, New Mexico 87501

Phonc (505) 455-7409°
3
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siis ocath, testified as follows, to—wif}

,which would qualify you to testify as an expert in this car,

y

S B e, e

MR. STAMETS: We'll call next Case 6974.

MR. PADILLA: Application of C&K Petro-
leum, Inc., for a unit agreement, Chaves bounty, New Mexico.

MR. RICHARDSON: Randolph M. Richardson;
Roswell, New Mexico, appearing on;behaif of the aéplicant.

'We have already furniehad a copy of the

unit agreement, and 1'd 1ike %o hand you a geologic report,
which has ‘been marked Exhibits One thrbugh]Thxee.A

I have one witnessﬁtckbe sworn.
(Withess sworn.)

WILLIAM J. HENRY

being called as a witness and having been duly sworn upon

" DIRECT EXAMIMATION .~
BY MR. RICHARDSON:
Q Mr. Henry, would you please §&a€evyour

present occupation, name, and background or qualifications'

A ‘My name is W1lliam J. "Bill" Henry. ii'
a consulting geologist representing C&K Petroleum, out of

Midland. | - S _

I'm a graduate of”@exaQ‘Tech;41952,}an§'




SALLY W. BOYD, C.S.R.
Rt. I'Box-193-B

Santa Fe, New Mexico $7501
. Phone (305) 455-7409

Mexico.

Q
servation Division?

A

A

Q
tion for approval?
A

k accepted?

cation, experience,

geologist.

A

feci L " e PR TS
S R B S e el i S

4

I've worked about the last twenty-two years in southecast New

Have you testified before before the Con- ;

Yes, I have.

A

Fairly recently?

In the last threéfﬁohfhs:

In the last tﬁree”monthé?;

In the last three months or 80, yes.

Aya vou aﬁiliar‘wiéh’thé'WﬁitéfDrab unit

Yes, I am.

aAnd the hatters contained in thegapplichi:

Yeg, I am,

MR. RICHARDSON: Are the qualifications

MR. STAMETS: I presume Mr. Henry's edu-.
and previous qualification were as &

Vorag

MR, RICHARDSON: Right.

MR. STAMETS: Is that correct? Then th

witness is considered qualified.

I thought I said é&néuiting;petroleum'

geologlist, didn't I?
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SALLY W. BOYD, C.S.R.
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~ township and range in which the unit is located ahd'ﬁhe ap-

'ship3, 27, and Townshir 3, 28, and it's about twelve to fif-

1l teen miles south of Ft. Sumner, New Méxicb;

“marked Lxhibits One through Three? Was this report prepared

% o808

] Is the form of unit agreement that pre-~

gcribed by the Commissioner of Public Lands?
A Yes.
Q Has a unit area been designated by the

United States Geological Survey as to an area logically

suitable for devélopment under a unit plan of developmant?
A ' No, this unit contains only about -~ iesg‘%
than 10 percent Federal lands and no'designation ia‘necesgafy1:
Q _ Would you vlease tell thetDi§i§ihh'Eha i

‘total number of acres within the unit ;rea[ and the number

and percentage of acreage of Fedéra1; State, and fee lands?

A Yes. - There's a total of 13,404.08 acres.

State acreage is 11,804.80; Fedéral, 1,279.28; fee, 320 acresd

Q » will you please tell the Division the

proximate location with reference to the nearest town?

A This is in northern Chaves Coﬁﬁty, Town- |

Q ‘ _Mr; Henry, would YOu‘ﬁlease;now refer to |

your geoiégical‘repoft which has been handed to the Examine¥ ‘|

‘by you?
A Yes,'it was.

0 . Would you pleasé review the revort, re«

i o : s R
" "’"‘"?'ij«':zﬁ;& SRR D L e A
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Rt.1Box 193B
Santa Fe, New Mexico 87501

Phone (503) 455.7409

SALLY:W. BOYD, C.S.R.

15
1%

17

3
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| east New Mexico. These porous sands are developed in this 77

13

- present but they were never tested because this was not a

“primary feservoir at that £ime that the wells were drilled. -

ferring to the map, logs, by name, indicating the signifi~

- cance of the map and log?
A I'll not recad the report: it's self-expl v

atory. You have a copy of it.
Exhibit Two is a geological structure map.

contoured on top of the Abo for the possibility of Abo\sgnds,

which have recently éomn into focus as a reservoir in south-

area of our unit and we have. lankad at a1l tha logs that axe

available in this area énd’we{vé found porous sands in this
area which arehgimllar, and electric log calculations from
the key log that we're keying off of, whikh'is the sunngy‘
New Mexico State-in Sec#ion'14 of 3, 27.- It has indicated
that it is poséiblf'hydrécarbon productive, and looking at
~the sandé in ﬁhe'other wells around here, and we have a well
down in the south -- what would be the lefthand corner, which
is the Yates McClellan Federal, which is a recent Abo sand
well‘conplefion.. B Yo q
And other logs in this area that were

~drilled many yearé ago are indicative of hYdrocarbbns béiﬁg‘ '

@  And your log that you have there is fr&@';”

which well?

oo A Is from Sun Ray New Mexico State in Seéﬁi'

v

i, e e S S} rpe. A nie
R 8 i SRR Ry ey AT '




14 of 3 South, Range 27 East.

The water saturations are calculated on
the righthand side of the log and indicate that these wells

could be hydrocérbon productive.

0 Could you please tell the Division your .
conclusions as to the formatioﬁé likely to be encountered and‘f
considered prospecti&e? | |

‘V | A . . Well, we propose just to drill an Abo
sand tést,‘i-iﬁi’ch" thé‘AbO sémds' are'vpro&gctive generaily in
the top 400 feet, and we'have quite a few sands. They were
positive under étfatigraphic conditioﬁs. No one sand with

sparse well control could be correlated over a big area.

Santa Pe, New Mexico 87501
Phone (305) 4557409

a TIs there any possibil#ty of anything

SALLY W. BOYD, C.S.P.
Rt; 1 Box-193-B

the Abo?

A Not in this particular area. Thgfg"is

some shows in the San Andres section Up there but théy're

pretty inaccurate and I don't helieve they'll be productive. |
Q. ' will you please tel; the Divisionfthe |
projected depth and location for the‘initial test well?

A  Okay. The lodation‘QSTIQBO’from the

north and east of Section 14, Township 3 South, Range 27 East

- Chaves County, and’we‘propose to drill a 5300 foot Abo test.
Q Have the other wofking interest owners

in’the unit area been contacted?

A Yes, they have.

Vs o i :
SR g g 5 R s T
v Ju».\?,yc,_b%?,# A e e A it B
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0 In youf opinioﬁ} what percentage of the
working interest will be committed and what'percentAge of
the royalty will be committed?

A »Thé-working interest is 85 percent and
the royalty is 95 percent. ‘

Q ~In your épinion will the qperation‘of
this area under the proposed unit plan be -~ of operation be'

in the interest of conservation and prevantion of‘k&kte?

A Yes, it will, R
) h :Wiilﬁﬁhe'diffeféﬂékiﬁsﬁitﬁtidnﬁiéfAihé”

State, if any, receive their fair share of production, if

established?
o - In the event of production will the cox- -

:elativg righié of all parties to thefﬁnit'agfeeméhtfbe
protected? n | |
A : Yes. . i o : »
'MR. RICHARDSON: I'd like to enter that
geological report in evidence. % |
)  gR. STAMETS : Okéyy'éhe’repoft; which
is labeled Exhibifs”One through Three will be admitted.

'MR. RICHARDSON: And I have nothing fu

ther. v
MR. STAMETS: Any questions of the wig~
. : ' . V' B v S :‘!\ ,‘ .
‘hess? He may be excused. ‘ L %f
Gk > = e Mgy e f A S
L ]



' Anything further in this case?

2 The case will be taken under advisement.

4 {Hearing concluded.)

o)

i~

e

12

Phone (505) 455-7409

1.3

' SALLY W. BOYD, C.S.R.
Rt. I'Box 193-B
Santa Fe, New Mexico 87501
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i1
2 CERTIFICATE
'3
a I, SALLY W. BOYD, C.S.R., DO HEREPY CERTIFY that’
5 the foregoing Transcript of Hearing before the 0il Conserva:
6 tion Division was reported by me; that the said transcript
7 is a full, true, and correct record of the hearing, pr
s by me to the best of my ability.
9
[ 4 ,
- R ‘
o g
2438
> 1
g . ; 13
U186 f do hereby certify that the qué'gogng Is
a complele recard of the proceedings in
16 $he Examiner hearing of Case No. s
heard by me on ; 19 .
17 ~ ; R
\ " SNSRI , Examiner
18 Oil Conservation Division
m K
21
Pl a
=0 ~
24
2%




STATE OF NEW MEXICO .

ENERGY ano MINERALS DEPARTMENT
OiL CONSERVATION DIVISION - .

August 14, 1980

Re: CASE NO. 6974 N
Mr. Randolph M. Richardson ORDER NO. RuEAXE
Attorney at Law ‘
425 J. P. Hhite Building :
dox 813 R Applicant: -
Roswell, New Mexico 88201

J'—LLMW 8 -
Dear Sir:

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

/30E°D. RAMEY
Director

JpR/f4

copy of order also sent to: ' - : N
Hobbs OCD | |
Actec ocp_ —X—

Other




STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
0IL CONSERVATION DIVISION

IN -THE MATTER OF THE HiARING
rALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE BF
CONSIDERING:

CASE NO. 6974
Ord.r No. R-EA3ZL

§ APPLICATION OF C & K PETRGLEUH, INC.
X OR _APPROVAL .OF THE WHITE DRAW UNIT

GRP?MFNT Puavrc vnuurv nEUfurvv

X 2 ) I l—l\‘b".

.

ORDER OF THE DIVISION

RY rnz oxvtsxON:

A

i L This cause came on for<he-ring at 9 s.m. on July 23, 1980,
‘ : ‘ t Santa Fe, New Mexico, before. Examiner Richard L. Stanotl.

NOV, on this ;Bth _day of Auguot. 1?80, tho Divioion :
irector, having considered the teatimony, the record, and tho i
Fecomncndationa of the Examiner, and being fully advised in the
premises,

P!an:

(1) Tthat due public notice hnving been - .given as requirod ‘
~|by law,” the Division has Jurisdiction of thia cause and the
. |subjeet unttor thoroof.}v

: (2) Ihat the applielnt, C &K Potrolcuu, Ino., lnckt
| Epprevnl ‘of the White Draw Unit Agreement covering 13,404, ee

cres, more or less, of State, Federal and Fees lands dotarib.d
8 follows:

CHAVES COUNTY, NEW, HEX!CD
TﬂﬁNSH!P‘} SOUTH RANB! 17 _EAST, NMPM

ions 9 b 8
Sections 9 through 16: All

S " TOWNSHIP 3 SOUTH, RANGE 28 EAST, NHPM
: Sections 4 through 9t ALl
-;s-ctionl 16 thraugh 183, All :

2 (3). That all plnnc of dovclopnont and oporltion and cree-
1onu, expansions, or centractions of plrticipnting aress OF
xpansions or contractions of the unit area, should be submitted
o the Director of the Division for approval.




i
\’
-2

Cnao No. 6974
’nrdor No. R-6436

i.

% (&) That approval of tho proposed unit sgreement should
romote the prevention of waste aiid the protection of correla-
tive righto within the unit area.

IT 1S THEREFORE ORDERED:

(1) '. at the White Draw Unit Agresment is hereby approvod‘»

(2) ‘That the plan contained in said unit agrccnnnt for the
oveloplnnt and operation of the unit ares is heraby ap jia
rineiplo ‘a8 & proper’ orvatibn measure: pravided. howevaw: .
Eh-t notwithstanding a f the provisions contained in said unit =

W"’"" A

y
groonont, this approval shell not be considered as waiving or
olinqu shing, in any manner, sny right, duty, or obligatioen
hich 1is now, or may heresafter be, vested in the Division to
upervise and ‘control operations for the exploration and develop- .
ent of any lands eo-nittod to the unit and production of oil or B
ss therefronm. ‘ ,

(3) That: the unit operator shall file with thu Divisien an
xecuted original or exscutasd counterpart of the unit sgresment
(ithin 30 days after the effective date thereof; that in the
pvent of subsequent Joindor by any party or sxpansion or eﬂatrte-
tion of the unit area, the unit operator shall file with’the
ivision within 30 days thereafter counterparts of the unit -gri¢~
ent :oglngtinq the subsecription of thoaa interssts havzag Jolaﬁd
r ratified.

(4) Yhat all’ planc ef d-valopnent and eporttion. ‘all unzt
purticipnting areas ard sxpanaions and contractions thoroof, lnd
mll sxpansiona or contrsctions of the unit area, shall be
Fublittod to the Dtrcctnr of the 0i1 Conserxrvation oivioien fe:
pprovsl.

. (5) That thlc order shall bocono offective upon tho upprevai
f said unit agrsemsnt by the Commissioner of Public Lands for
he State of New Mexico and the Dirsctor of the Unitad States
eological Survey; that this. order shall termsinate ip so facteo
pon the termination of ssid unit sgreement; and that the last
unit operator shaii notify the Division xnnodiatoly in writlng
pf such termination,

(6) That jurisdiction of thio ceuse is retained for ths
pntry of auch furthat ordoro @s the Division may deem nocoonary.‘
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k3.
‘Case No. 6974
R-6436
DONE at Senta Foe,
designated.
> N
d/
1 T '

S
o

New Mexico, on the day indbyclr herein-

Director
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t:.gruphic in nature.
porous Abo sand which have.
The key 103 Iocat') i
is atta \

vlou.
State "AK“ 8
sands in thu ‘pros
« ,product:.ve.»
© o test,
o1 recommended that a 5300' Abo Sand test be dr;
of Secti.on 14, . '235-3273, Chaves County, ltew,l!exico. “This - ‘
beiimd ‘to be located in the most Optmun’i:ounm geologically o m
‘better’ devaioped Abo Sands. It is also recommended that vhem additional subaee
face well control is avulable that considertion be ngen for a bunu: t&
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The No. 1 state MAK" topped the basement granite et 6870°. . .

W. J. HENRY
Consulting Petreipuss Goslolat
POSY OFFICE POX 803
MIDLAND. TEXAS 79701

C & K PETROLEUM, INC.
PROPOSED WHITE DRAW UNIT
. Chaves County, New Mexico

Geology

o~
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was deposited under evaporitic conditions

concluded fro- va 1

srsely drilled well

Ilus log denotei -8

led’ }980' ~
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BEFORE THE OIL CONSERVATION DIVISION
ENERGY AND MINERALS DEPARTMENT
STATE OF NEW MEXICO

APPLICATION FOR APPROVAL OF
THE WHITE DRAW UNIT AGREEMENT
CHAVES COUNTY, NEW MEXICO

| JUL0 2 1980
-J )

Oil CONQ RVAT!ON DiviSION
New Mexico 0il Conservation Commission SANT

Santa Fe, New Mexico 87501 Ca 2e {09 7"/

Comes the undersigned C & K Petroleum, Inc.; with offices at Mzdland, Texas and
files herewith one (1) copy of the proposed Unit Agreement for the development and -
operation of the White Draw Unit Area, Chaves County, New Mexico and hereby makes ap-
plication for approval of said Unit Agreement as provided by law, and in support there-
of states:

1. That the propesed Unit Area covered by said Agreement embraces 13 Lok. 08
acres of land, more or less, more partzcularly described as fcllows:

Tv}-S,,R—27-E, NMPM ' ‘T-Q-S R—28-E NMPM
Secs. 1,2,3,4; All ) Secs. 4,5,6,7,8,9; All
‘Secs. 9,10,11, Secs. 16,17, 18 A1l

©12,13,14,15,165 A1l

'FhafeeACOuhty, New Mexico
2. That of the lands embraced within the proposed Un1t, 1,279. 28 acres are
lands of the United States, being 9. 54% of the Area, 11 804%80 acres are State of

New Mexico lands being 88.07% of the Area, and 320.00 Acres are Fee lands bezng 2.39%
.of the Area. .

3. That Appl1cant is 1nformed and be11eves, and upon euch information and be- -
11ef states, that the proposed unit area covers all or substantlally all of the
geolog1cal feature 1nvolved, and that in the ‘event of a discovery of 011 and gas
thereon, that said Unit Agreement will percit the produclng area to be’ developed or
operated in the interest of conservation and the prevention of waste of the unitized
subetances. '

4. That C & K Petroleum Inc., is designateg” as the Un1t Operator in said Unit
Agreement, end, as such, is given authority under the ‘terms thereof to carry on all
operations necessary for the development and operatlon of the Unlt Area for 0il and
gas subject to all applicable laws and regulatlons. That said:Unit Agreement provzdes '
for the drilling of an lhitial Test Well to a depth sufficient to test the Abo Sand
Formation, but applicant is not obligated to drill said well in any event to a depth
in excess of 5,300 feet. ,

5. That the appllcant bel1eves that in the event’ 011 or gas is d1scovered in
paying quantltles oa lands within the Unit Area, that the field or area can be devel-
oped more economlcally and eff1c1ently urider the terms of said Unit Agreement to the
end that maximum recovery will be obtained of unitized substances and that seid Unit
Agreement is in the interest of conservatich of prevention of waste as contemplated
by the New Mexien 0il Comseivabion division rules and regulatzono.~

. 6. That Appl1cat10n for Approval of said Unit Agreement has been filed with the
Commissioner of Public Landa.

, 7. That upon an order belng entered by the New Mexlco 011 Conservat1on D1v1alon =
‘ approvxng said Unit Agreement and after approval by the. United States Department ‘of
Interior’ an approved copy will be filed w1th ‘the New Mexico 0il Conservatlon D1v1ar?n.

WHEREFORE the under31gned applicant respectfully requeste that a hearzng be ‘held

said Unit Agreem;nt be approved by the New Mexico 011 Conservation D1v151on as being
‘in the interest of conservation and the provention' of waste. Applicant respectfully
requests that this matter be heard at the first available hearlng followzng this date.

 DATED thls 0th day of June, 1980.
C &K PE?BOLEUM INC.

/W/”%W

e Randolpl? M. Richardson,1il
Attorney At' Law
P. 0. Box 819 e
Roewell “New Mexico 88201

i o R Sh e S e g i %



BEFORE THE OIL CONSERVATION DIVISION
ENERGY AND MINERALS DEPARTMENT
STATE OF NEW MEXICO

APPLICATION FOR APPROVAL OF -
THE WHITE DRAW UNIT AGREEMENT
CHAVES COUNTY, NEW MEXICO

New Mexico 0il Conservation Commission

Santa Fe, New Mexico 8?501 Ccde (097’;‘

Comes the undersigned C & K Petroleum, Inc., with offices at Midland, Texas and
files herewith one (1) copy of the proposed Unit Agreement for the development and
operation of the White Draw Unit Area, Chaves County, New Mexico and hereby makes ap-
plication for approval of said Unit Agreement a® provided by law, and in support there-

~ of states'

1. That the.proposed Unit Area covered by said Agreement embraces 13,L40k. 08
acres of land, more or less, more particularly described as follows:

T=3-S, R-27-E, NMPM - T-3-S, R-28-E, NMPM
‘Secs. 1,2,3,4; All Secs. 4,5,6,7,8,9; 411

Secs. 9,10 11, Secs. 16,17,18; All
12, 13 14,15,16; A11 o :

Chaves Counfy, New Mexico

-5 , 2. That of the lands embraced within the proposed. Unlt, 1,279. 28 acres are
= lands of the United States, being 9.54% of the Area, 11,804.80 acres are State of

' New Mexico lands being 88.07% of the Area, and 320.00 Acres are Fee lands being 2. 39%
of the Aresa.

3. That Applicant. is informed and belleves. -and upon ‘guch Lnformatlon and be-
lief states, that the proposed ‘unit area covers all or substant1elly all of the
geological feature involved, and that in ‘the event of a dlscovery of ‘oil and gas
thereon, that said Unit Agreement w111 permit the producing area te be developed or
operated in the interest of conservation and the prevention of waste ‘of the unitized

substances.

o 4L, That C & K Petroleum Inc., is dedignated as the Unit Operator 1n<sald Unxt
Agreement, and, as such, is given authorlty under the- terms thereof to carry on all
operations necessary for the development and operatlon of the Unit Area for oil and

gas subject to all appllcable laws and regulatidns. 'That said Unit Agreement provxdes‘[
for. the drilling of an Initial Test Well to a depth sufficient to test the Abo Sand '
‘Formation, but applicant is not obligated to drill said well in any event to a depth

in excess of 5,300 feet.

5. That the applicant believes that in the event oil or gas is dlscovered in
paying quantztles ‘on lands within the Unit Area, that the field or area can be devel-
oped more economically and efficiently under the terms of said Unit Agreement, to the
‘end that maximum recovery will be obtained of unitized substances and that said Unit ,
Agreement is in the interest of conservation of preventlon of waste as contemplntad
by ‘the New Mexico Cil- vonuervaclon division’ rules and regulat1ons.

6. That;App};cetlon for Approval of said Unit Agreement has been filed with the
Commissioner of Public Lands.

7. That upon an ordéer being entered by the New Mexzco 011 Conservation'; Diviaion
‘approving said Unit Agreement, and after approval by the United States Department of
Interior, an approved copy w111 be filed with the New Mexico 0il Conservation D1v1szon.

WHEREFORE the anderslgned appllcant reepectfully requests that a hearlng be held
before a examiner on the matter of said unit Agreement, and that upon said hearing,
‘ said Unit Agreement be approved by the New Mexic¢o 0il Conservation Division as being
R in the interest of conservation and the provention of waste. Applicant respectfully
7 requests that this matter be heard at the first available hearing follow1ng thzo date.

| DATED this 30th day of June, 5980.
| ) |  © &K PEIROLEW, INC.

, WZZ

olph M. Richardaon,III
Attorney At Law .

P. 0i Box 819

Roswell, New Mexico 88201

'
C e




BEFORE THE OIL CONSERVATION DIVISION
~ ENERGY AND MINERALS DEPARTMENT
STATE OF NEW MEX1CO

1 ECEIV?D

APPLICATION FOR APPROVAL OF : Jug.

THE WHITE DKAW UNIT AGREEMENT . 02 7980
CHAVES COUNTY, NEW MEXICO O CONe -1 i
RVATIC

TION ‘
New Mexico 0il Conservation Commission SANTA £ D“”Snxv
Santa Fe, New Mexico 87501 CD (.e 9 7¢

Comes the unders;gned C & K Petroleum, Inc., with offices at Midland, Texas and
files hbrewith one (1) copy of the proposed Unit Agreement for the development and
operation 6f the White Draw Unit Area, Chaves County, New Mexico and hereby makes ap- .
plication for approval of said Unit Agreement as provided by law, and in support’ tbere~,
of states:

1. That. the proposed Unit Area covered by said Agreement embraces 13,40k.08
acres of land, more or less, more particularly described as follows:

. P=3-S, R-27-E, NMPM : T-3-S, R-28-E, NMPM
Secs. 1,2,3,4; All Secs. 1,5,;6,7,8,9; A1l
Secs. 9,10,11, = , Secs. 16,17,18; All

12, 13,1415, 167 A1

Chaves County, New Mexlco

2 That of the lands embraced within the proposed Unit, 1 279 28 acres,; are
lands of the United States, being 9.54% of the Area, 11,804.80 acres are State of
‘New Mexico lands being 88.07% of the Area, and 320.00 Acres are Fee lands belns 2. 395
of the Area.

3. That Appllcant is 1nformed ‘and believes, and upon such 1nformat1on and be-
lief stédtes, that the proposed unit area covers all or eubstantlally all of the
'geologlcal feature involved, and that in the event of a discovery: ‘of 0il and gas
thereon; - that said Unit Agreement will permit the producing area to be developed or
operated in the interest of conservation and the prevention of waste of the unitized
substances.

L. That C & K Petroleum Inc., is designated as the Unit Operator in said’ Un;t
Agreemth. and, as such, is given authority under the terms thereof to carry on: all
operatlone necessary for the development and operatlon of the Unlt Area for oil and ‘
‘gas subJect to all applicable laws and regulations. That said Unit Agreement’ provides
for the drllllng of an Initial Test Well to a depth sufficient to test the Abo Sand =
Formation, but applicant is not obligated to drill said well in any event to a depth

in excess of 5,300 feet.

5. That the’ appl1cant believes that in the event: oil or gas is dlscovered in
paying quantltles on lands within the Unit Area, that the field or area can be dete1¢
oped more econom1ca11y and efficiently under the terms of said Unit Agreement, to the
end that maximum recovery will be obtained of unitized substances and that sald Unit
Agreement is in the interest of conservatlon of prevention of waste as- contemplated
ruy the- New Mexlco 0i1 Conservation division rﬁlee and regulations.

6. That App11cat10n for Approval of said Unit Agreement has been filed with the
Commigsioner of Pub11c Lands. .
. 7. That upon an order belng entered by the New Mexico 0il Conservetlon Dlvzeion '
. approving seid Unit Agreement, and after approval by the United States Department of
Interior, an approved copy will be filed with the New Mexico 0il Conservat;on Division.

o WHEREFORE the underszgned applicant respectfully requests that a hearing ‘be held
before a examiner on the matter of said unit Agreement. and that: upon said hearins,
said Unit Agreement be approved by the New Mexico 0il Conservat1on Division ae being
in the 1nterest of conservation and the provention of ‘waste. ‘Applicant respectfully
requests that this matter be heard at the first ‘available hearing following. this date.

DATED this 30th day of June, 1980.
“ C &K Pmomm, INC.

3;,/%4%// ///

Ph M. Richardson,I111
Attorney At Law
P. 0. Box 819
y , Roswell, New Mexico 88201
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“éil or gas interests in the unit area subject to this agreement; and

‘collectively adopting and operating a cooperative or unit plan of development or

in the public interest; and

by ‘Dec. 1 of Chapter 162, Laws of 1951, (Chap. 19, Art. 10, Sec. 45, New Mexico

‘of State Lands under agreements made by lessees of State Land jdihtly or severéilyf

Art. 10, Sec. 47, New Mexico Statutes 1978 Annot. ) to amend with the approval of

UNIT AGREEMENT ,\
FOR THE DEVELOPMENT AND OPERATION
OF THE
WIITE DRAW UNIT AREA
CHAVES COUNTY, NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 1st day of July 1980 by and be-
tween the partles subscrxblng, ratifying or consentlng hereto, and herein referred

to as the "partles hereto"'

'WITNESSETH:

WHEREAS. the parties heretc arc the cwherws ol working, royalty, or other

HWHEREAS, the Mineral Leasing Act of Febrﬁary 25, 1920, 41 Stat. 437, as
amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal lesseées and their re-

presentatives to unite with each other, or jointly or separately with.others, in

operation of any oil or gas pool, field, or like area, or any part thereof for the
purpbse of more properly cohser#ing the natural resources thereof whenever deter-

mined and certified by the Secretary of the Interior to be necessary or advisable '

T

o5

o 'WHEREAS, the Commissioner of Public Lands of the State of New Mexico is

authorized by an Act of the Législature (Sec. 3, Chap. 88, Laws 1943) as amended

Statiites 1980 Annotated), to consent to and approve the development or operation

with other lessees whére such agreements provide for the unit operation or dé#eleQ”
ment of part of or all of any oil or gas pool, field, or area; and

WHEREAS ‘the Commlssxoner of Public Lands of the State of New MGXICO is

authorxzed by an Act of the Leg1slature (Sec. 1, Chap. 162), (Laws of 1951, Chap. 19,

lessee, eGideﬁcéd'by'the‘1essée's execution of such agreement -or otherwise, any oil

and ges lease embracing State Lands so that the length of the term of said lease m&v

coincide with the term of such agreements for the unit operation and development of

“part-or all of any 6il or gas ‘pool, fleld, or area; and




WHEREAS, ‘ the 0il Conservation Division of the Fnergy and Minerals Depart-
ment of the State of New Mexico (hereinafter referred to as the "Division"), 13
auihorited>by an Act of fhe Legislature (Chap. 72, Laws 1935, as amended, being
Section 70—251 et seq. New Mexico Statutes Annotated, 1978 Compilation) to approve
thié agreemenf and the cdnsé;vafion péévisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the White Draw |
Unit Area cdvering the land hereinafter described to give reasonably effective con:

trol of operations therein; and

it is the purpoéé'df'the parties hereto to conserve natural re-
aste and secure other benefits obtainable through development and

operation of the aréa subject to this agreement under the terms, conditions and
limitations herein set forth;

NOW TKEﬁEFORE, in consideration of the premises and the promises herein
contained, the paftigs’héréto commit to this agreement their respective interests

in the below defined unit area, and agree severally among themssilves as follows:

ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February 25,

1920, as amended, sﬁbrg; and all valid péftinent'regulations, including operating
and unit plan regulations, heretofore issued thereunder or valid, pertinent, and
‘reasonable regulations heggafter issued thereunder are accépted and made a part of
this‘ag:Qeﬁéntléé‘fd'?edefgluiéndé,‘ﬁro&idédvsuch'regulaéiqns'ﬁre‘ﬁéﬁaihconsiatéﬁé:
with the terms of this agreement; and as to non-Federal lands;'the 0il and gas
operatihg:regulafions‘in effect as of ﬁhe'efféétiVE daﬁg;hefeof,éovéining'drilliﬁg
and producing-operations; not inconsistent -with the terms hereof or the laws of

- the State in which.the non-Federal land is located, are hereby sccepted and made. ...

a part of this agreemernt.

1, UNIT'AREA: The foilowing described land is hereby designated and

recognized as constituting the unit’area:

T3-S, R<37-E; NMPM - 0-3.5, R-28-E, NMPM
- Seca. 1,2,3,4; A1l cs. 4,5,6,7,8,9; ALl
Sec¢s.. 9,10,11," : Secs. 16,17,183 All

"12,13,14,15,16; All

L i ALa e am BALS A i e
Ao Contadning 13,%04.00 Acres more or less

Chaves County, New Mexico
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Exhibit A attached hereto is a map showing the unit area and the bound-

aries 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 oil and gas
interests in all lands in the unit area. However, nothing herein or in said sehedule
or map shall be construed as a representation by any'party hereto as to the owner-
ship of‘any interest other than such interest or interests as are shown on said
map or schedule as owned by such party. Exhibits A and B shall be revisedwby the -
unitwoperetbr whenever changes in'ownership‘in ﬁhe”unit area render‘such/revieions‘
neceSSary or when requésted by the Commissioner of Publxo Lands, hereinafter refer-

A

red to as uommlssloner" or the 0il Conservatlon D1v181on, here;nafter referred to

as the “D1v151on"

All land committed to this agreement shall constitute land referred to

herein as "unitized land" or "land subject to this agreement".

2. UNITIZED-SUBSTANCES: A1l 0il, gas, natural gasoline, and associated

fluid hydrocarbons in any and all formations of the unitized land are unitized under

the terms of this agreement and herein are called "unitized substances".

3. UNIT OPERATOR: C & K Petroleum Incorporated, whose address is C & K- Blds.,

Midland, Texas 79702 is" hereby d?81gnated as unit operator and by signature hereto

\"\“

commits tofthxs*agreement all interest in ufiitized substences vested in it as set
forth'in Exﬁibit B,~and agrees and consents to accept fhe duties and oblightidns of
uhitvoferator'for the discovery, development and produciion‘of ugifized substances
as heréin‘provided.' Whenever reference is made herein to the unit operatbr, such
- reference means the unit operator act1ng in that capac1ty and not as an owner of
v1nterests in un1t1zed substancee, 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 interest is owned by it. 5

L, RESGINATION OR REMOVAL OF UNIT OPERATOR: Unit operator shall have the

right to resign at any time but such resignation shall not become effective until a
.successor unitooperafor has been selected and approved in the manner provided for in
Section 5 of this agreement. The res1gnatlon of the unit operator shall not release

the unlt operator from any 11ab111ty or any default by it hereunder occurrlng prior

to 'th ¢ dateof its-resiginations
Unit>operator may, upon default or failure in the performance of its
duties or obligations hereunder. be subject to rcmoval by tho same percentage vote

-3




of the owners of working interests determined in like manner as herein provided
for the selection of a new unit operator.. Such removal shall be effective upon

notice thereof to the Commissioner and the Division.

The fesignation or removal of the unit operator under this agreement
shall not terminste his right, title or interest as the owner of a working inter-
est 6r other interest in‘unitized substances, but upon the resignation or removal
of unit 6pératop;becdming’effective, such unit operator shall deliver pbsaesaion
of all equipment, materials, and appurtgnances used inﬁcbnducting the unit oper- .
ations and owned by the working interest owners to the new duiy qualified suc-
* cessor unit operator, or to the owners thereof if no spch:ﬁewfunitkoperatdr is
‘elected, to be ‘used fof‘the purpose of conducting unit Opé:ationé hereunder. Nothing
hedein shall be constiied as authorizing Temoval of any materisl, equipment and |

appurtenances needed for the preservation of wells. 5

0y

5. SUCCESSOR UNIT OPERATOR: Whenever the unit.operator shall resign '

as unit opefator or shall Ve removed as hereinabove provided, the owners of the
working interests according to their respective screage interests in all unitibed
land shall by a majority vote select a éuc¢és$or unifkopératOr; provided that, if
a majority but less than seventy-five percent (79%) of the working inté:eéts quali-
fied'to”vote'is owned by one party to this agreement, a concurring vote of éufficiéﬁx‘f>
addifiénal ﬁérties, so as to constitute in the aggregate not leBS‘than'séventy#fiie
percent (79%)’bf the total wgfking'intérés€s, shall be required to select a new
dperafor. Such seléction shall not become effective until (a) a unit operator so
selected shall’acééétiin writing the auties and responsibilifies‘of'unit'operatOr,
rfgnd>{b) £hefsélepti@n'shali”have been”apﬁroved by:the Commissioner. If nc successor -
unit operator is selected and qualified as herein'prOQidéd,>the‘Cdmmiséionéf'aﬁLhié

election, with notice ‘o theLDivision, may declare this unit agreement terminated.

6. ACCOUNTING PROViSIONS:fThS unit'oberator shall pay in the first in-
stance all costs and expenses incurred.in cbndﬂdting Qnit dperations Hereunder,'and
such costs anq expenses and fhe”working interest benefits accruiné hereunder shall
beAapportioned{Aamong the owners of the‘ﬁnitized working interests in accordance
Qith éh‘bperating agreémenf‘entered into by énd between the‘unih operator and"ownerﬁ‘

of such interests, whether one or more.fééparéte;yfor'collecti?ely.';Any'GS?ééjéntiﬁrx-



agreements entered into between the working interest owners and the unit operator

as provided in this section, whether one or more, are herein referred to as the

"Operating Agreement". No such 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 inconsistencies or conflict between this unit agreemeﬁt and the operating

agreement, this unit agreement shall pruvail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise specifi-

cally provided herein, the exclusive right, privilege and duiy of exercising any

and all rights of the parties hereto which are necessary or convenient for pros-
- pecting forvpréﬁuﬁiﬁg; storing, allocating and distributing the unitizied substances

are hereby delegated to and shall be éxeréised'by'ihe'uﬂit’bperﬂtbr as herein pro-

vided. Acceptable evidence of title to said rights ‘shall be deposited with said

unit operator and, togéther with this agreement, shiall constitute and define the
rights, privileges and obligations of unit operator. Nothing herein, however, shall
be construed to transfer title to an land or to any lease or operafing agreement ,
it being understood that under this agreement the unit oﬁeratdr, in'itg capacity

as unit operator, shall exercise the rights of possession ane use vested in the

parties hereto only for the purposes herein specified.

8. DRILLING TO DISCOVERY: The unit operator shall, within sixty (60)

days after the effective date of this agreement, commence operations upon an adequate

test well for 0il and gas upon some part of the lands embrace within the unit area

and shall drill said well with due diligence to a depth sufficient to test the

i

Abo _ formation or to such a depth as unitized substancee shall

" be discovered in paying quantities at a 1eSSer°dépth'qr until it shall, in the opinion

of unit operator, be determined that the further driliing of said well shall be un-

wafranted:or‘impracfiéable; provided, however,'that>ﬁnit operator shall not,'in?ény i

“event, be required to drill said well to a depth in excess of 5,200 feet. Until a

discovery of a deposit of unitized substances capable of being produced in paying
quantities (to-wit: quantities sufficient to repay the costs of drilling and produc-
ing ‘operations with a reasonalbe profit) unit operator shall continue driYling dili

genfly. one well gf a time, allowing not\mo;e than six months between the completion

-y

aginning of the next well, until a well capable of producing 7

- of one well and the




unitized substances in paying quantities is completed to the satisfaction of the
Commissioner or until it ia‘reaaonabiy proven to the satisfaction of the unit oper-
ator that the unitized land is incapable of producing unitized substances in paying

quantities in the formation drilled hereunder.

Any well commenced prior to the effective date of this agreement upon the
unit area and drilled to the depth provided herein for the drilling of an initial
test well shall be considered as complying Qith the drilling requirements hereof
with respéct to the initial well. The Commiésioner may modify the drilling require-
ments of this section by granting reasonable extonsions 6f bime when in kis opinion

ailure’to"COmpiy with the drilling provisions of

[

such action is warranted. Upon
this article the Comﬁissioner may, after ‘reasonable notise to the unit operator and
each working iﬂtérestrowner, lessee and lessor ;t'théig last known éddfes&éay*déﬁigrei
this unit agreement terminated, and all rights,kprivileges and obligations granted

an@ assumed by this unit agreement shall cease and terminate as of such date.

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED SUBSTANCES:

Should unitized substances in paying quantities be discovered upOn‘thé unit
area, the unit opevator shall on or:before‘six months from the time of the cdmpléfib§>'
©of the initial discovery well and within thirty dsys after the expiration of each
twelve months period théreafter, file a report yith the Commissioner anquiviSién'Of .
fhe status of the development of the unit area and the development contemplated for
‘the fdiiéﬁing twelve mbntﬁs'period. |

It is understood that one of the main considerations for the approv&l‘of
this agreement by the Commissioner of Public Lands is to secure the ordérly‘devéiop-
ment of the unitized lands in accordance with good conservation practices so as to
cbtain the greatsst ultimate recovery of unitized substances.

After discovery of unitized substances in paying quantities,'unit operator -

shall proceed with diligence to reasonably develop the unitized area as a reasonably

prudent operator would develop such area under the same or similar circumstances.

.If the unit operator saould fail to comply with the above covenant for

_reasonable development this agreement may be terminated by the Commissioner as to
e L SO N i ~ o : : ", : i
all lands of the State of New Mexico embracing undeveloped regular well ‘spacing or

: prdr&tion‘unitsJ‘buf in such event, the basis of participation by the working interest

4 :
s

~ owners chall romain lhe same as-if this agreement had net been terminated as to- such




lands; provided, hdwever, the Commissioner shall give notice to the unit operator

and the lessces of record in the manner prescribed by (Sec. 19-10-20 N. M, Statutes

«

1978 Annotated,) of fntention to cancel on account of any alleged breach of sai&

covenant for reasonable development and any decision entered thereunder shall be

subject to appeal in the manner prescribed by (Sec. 19-10-23 N.M. Statutes 1978 Annotated
and, provided further, in any event the unit operator shall be given aﬁreasdn;ble op-
portunity after a final determination withih which to remedy any default, failing in
which this agreement shall be terminated as to all lands of the State of New Mexico
emﬁraéing undeveloped regular well spacing or proration units.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable of

producing unitized substances 1n“payingrquantities; the owners of working interests

shall participaie in the production therefrom and in all other §rd&uc1£§ wells which
may be drilled pursuant hereto in.the proportions ‘that their respective leaschiold
’interésts covered héféby on an aéieage basis bears to thg total number of aérés com-
mitted to this unit agreement, and such unitized substaﬂcés~éhall'be decmed to have

been produced from the respective leasehold intérests particpating therein. For theé
purpose of determining any benefits accuring under this agreement and the disttiBﬁEiGnA
of the royaltiés payable to the State of New Mexico and other lessors, edch separate |
lease shall have allocated to it such 5étcentage of said prodiction as the number of
acres in eaéh'lease resbéCtively committed to this\agreegeut bears to’thé?GStél:ﬁhm—'
bef;oflaCres committed hereto.

‘ &otwithstanding‘ény provisions contained herein to the contrary, eaéh‘ﬁbrk-
ing interest owner shall hévé‘the‘right‘to~take such owner's pfopbftibhafé share of
the unitized substances in kind or to personally séil or ‘digpose of the same,'andj
noﬁhing herein contained shall be construed as giving or granting to the unit opéfacbr
\}he-riéht~ioLsell5bf”ofhérwisé“aigﬁagé”bf’Eﬁé”ﬁ?Bﬁdftidﬁ&te<§hdfé of any wé%iiﬁéfiﬁfé§:
est owﬁerfﬁiiﬁbut‘SpGCific authorization from time to‘timc so to do.

11. ALLOCATION OF PRODUCTION: All unitized substances produced from each

tract in the unitized area cstablished uhder this agreement, except any p&rtfthéféOE
used fo:’prdduction-or'devglbpment‘ﬁdprSés liereunder, or uh&vbid&biy’lost, shall be
deemeﬁ to be prod&ﬁed equally on an acreage basis from ihe several tracts of the‘ﬁﬁitizedA.?
land, and for the pirpose of detsrmining any benéfiﬁs that accrue on an acréage”ﬁésiéé ﬁ
each such tract éﬁdii*havefnllocdféd"co*ic such‘pﬁvb}ﬁfaﬁe“bf“snid“éféHEEEQOh'ag'1£5?ageg[?
bears to the entire unitized area. It is hereby agreed that(produbfioniof unltized

Sﬁﬁégﬁﬁcééfffgm £he”uﬁitizod'nred shall be allocated as provided hdrein, regavdless

of wlicther any wells are drilled on any particuldr tracts of said unitlzed ‘area.




.

agreencnts and other conttacts reltaldg to the éxplorhfiéh,‘drlliihg.devélopmcut or

“effvelive daté-hercof; ‘be-and the sane are héreby expressly modified and am

12, PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES:

All rentals due the State of New Mexico shall be paid by the respective
lease owners in accordance with the terms of their leases.

All royalties due to the State of New Mexico under the terms of the leanes

comitted to”tﬁis‘agreement shall be computed and pald on the basis of all unitized

substances allocated to the respective leases committed hereto; provided, houever.

the State shall be entitled to take in kind its share of the unitized substances al-
located to the respective leaSes; and in such case the unit operator shall make deliveries
of such royalty oil in accordance with the terﬁs‘of the respective leases. |
ALl téﬁials,:if any,»due under any ledses embracing lands other than the
Staté of New Mexico, shall be paid by the respective lease owmers in accordance with
éhé‘té}ﬁs of%fﬁéip 1éasé§ éh&‘sllfébyaities due uhde?’the terms of ih§<§ﬁch lei;es
shéllybe~§aid on the basis 6f‘alliunlfized substances allocated to thé respective leases

committed hereto. !

. N ‘ , ,
If the unit operator introduces gas obtained from sources other than the

unitized substances into any producing formation for the purpose of reﬁre#sﬁfiﬁﬁ,

Astimulating or'increasing the ultimate recovery of unitized sﬁbstantés theréffé&. a
‘Iike amount of gas, if available, with due allowance for loss or depletion from any
cause ﬁay'be withdrawm ft;m‘fhe formation into which the gas was introduced royalty

free as to dty gas but not as to the products extracted therefrom: provided, that such

withdrawal shall be at such time as may be provided in a plan:dfiopéraéibﬂ‘épﬁéenféﬁ

to by the Commissioner-and approved by the Division as conforming to good petroleum:

engineering practice; and providéd further, that such right of withdrawal shall ter-

minate on the termination of this unit agreement.

If any'léase committed hereto is purdenéd with an”qygt;id;hg :dyai:y, pay- -

ment out of production or other charge in addition to the usual royalty, the owner

of each such lease shall bear and assume the same out of the unitizéd substances

allocated to the lands embraced in each such lease as provided herein:

13. LEASES AND CONTRACTS CONFO

INTRAC RMED AND EXTENDED INSOFAR AS THEY APPLY:
TO LANDS WITHIN THE UNITTZED AREA:

The terms, conditions and provisions of all leascs, subleases, operating

operation for oil or pas of the lands committed to this agreement, shall as of the
. g \\‘ )

ended

fnuofar as they apply to lands within the unitized avea to the extent nccessary to
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mmke the same conform to the provisfons hereof and so that the respective terms of
sai; leaées and agrecments will be extendea insofar as‘neéesnary to coincide with
the term of this agreement and the approval of this agreement by the omnissioner:and
the respective lessors and lessees shall be effecélve to conform the proviglons and

extend the terms of each such lease as to lands within the unitized area to the pro-

visions and terms of this agreement; but otherwise to remain in full force aﬁd effect.
Each lease committed to this agreement, insofar as it applies ‘to lands within-the

unitized area, shall continue in force beyond the term provided therein as long as

this agreement remains in effect, provided, drilling operations upon the initial test

well provided for herein shall have been commenced or said well is in the process of

being drilled by the unit operator pflor o the expiration of the shortest term lease

“committed Lo this agreement. Termination of this agreement shall not effect any lease
which pursuant to the terms thereof or any applicable laws would continue in full force E

and effect thereafter. The commencement, completion, continued operation or prodiuction

on each of the leasehold interests committed to this agreement and operations or prc-

duction pursuant to this agreement shall be deemed to be operations upon and produc-

tion from each leaseliold interest coumitted hereto and there shail be no obligation

on the part of the unit operator or any of the owners of the respective leasehold

1

intereSt; commiéﬁed hereto to drill offsets to wells as between the leasehold inter-
ests comﬁittéd to ths agreement, except as provided in Section 9 hereof.
Any lease embracing lands Of;ﬁhe Sfateﬁof NéﬁiﬁexiCO“having'Oniy a porfién

of its lands committed hereto shall be‘ségregated as to the pbrfion'cbmmittéa and

as to the protion not committed and the terms of such leases Sﬁéii{apély'ﬁeﬁafsiélyué§7
to such'§égregated portions commencing as of the effective Jate’herééf. Notwithstand-
ing any of the provisions of fh}s agrecmentwto“thé contrary, any lease embracing lands
of the State of New Mexico havinghadly'a'ﬁoféiaﬁ‘af*1f§”15ha§mé6aﬁiffed”ﬁé}éia*§ﬁ£fi” )
continue 15 full force and effect beyond the term‘broVidéd’fherein as to 511 lands
embraced in such lease, if oil and gas, 6; either of them, are discovered and are being
produced in payihg quantities Erom some part‘oﬁjthcvlgnHS'eéﬁrated‘in such” lease com- :
mittéd to this agreément at the expiration of the secondary ferm:of such Iéééc,-or'if,
at the expiration of the sccondary term, the lessee or the unit‘opc:ator'is then en-
gaged in bona fide drilling or reworkihg'éperatibns on somu pért of the lands embraced
thercein shall remai;‘1h fdllVforco and effect so long as such operations §?e‘béfﬁg

dillgcutly‘prosocﬁted, and they result in the production of ¢il or gas, sald lease
b e : ’ . RERPYA . 7

”éﬁﬁilééSHfTﬁGb4]ﬁvaEivféféé and effect as to all of the lands embfaced thercin, so long -

thereafter as otl and gas, or eithur of thiem, arc befng produced in pay;ng'dﬁdntiﬁ109‘57

any portion of ‘satd lands.




14, CONEERVATION: Operations hereunder aﬁd production of unitized sub-
stances shall be conducted to provide for the most economical and efficient recovery
of said substances without waste, as defined by or pursuant to State laws or regula-
tions. W

15. DRAINAGE: In the event a well or wells producing oil or gas ih paying
quanities should be broughf in on land adjacent to the unit area dr;ining unitized
substances from the lands embfaced theréin; unit operator éhall drill such offset well
or we}ls as a reasonably prudent operator would drill ﬁndef the same of similar cir-

cuustances. -

16. COVENANTS RUN WITH LAND: The covenants herein shall be construed to
be covenants running with the land with réspect to the interests of the parties here-

to and their suceessors in interast nntil this agreement terminates, and any grant.

transfer or conveyance of interest in land or leases subject heretq shall be and here-
: bybis conditibngd upOnthe assumption of all privileges ahd obligatidns hereundér to
the. grantee, transferéé or other successor in interest. No assignment o;”tranSféf‘ér
any wdrkiné, royalty, or other‘gnterest subject hereto shall be binding upon unit op-
erator uﬁtil the first day of the calendar month after the unit dperator is furﬂishqd
with the original, photostatic, or certified'copy of‘the instrument of transfer.

49, EFFECTIVE DATE AND TERM: This agreement shall become effective upon

approval by the Commissioner and the Division and uzall terminate in two years after
such date unless (a) such date of expiration is extended by the CommiséiOnéf, qr‘(B) ’
" & valuable discovery of unitized substances has been made on unitized'laﬁd*ddriﬁéfSaid
initial term or anjVéxtension thereof in which case this agreement shall ‘remain in
effect so long as unitized substances are being produced in payiné quantities from the
unitized land and, should production cease, so long thereafter as diligent éperations
are in progress for the re5€9rati9n”9§“produétion_gndwspﬂ;ong’theréaftgrmgs,tthqéiﬁized
‘substances so diéCovéred can bé produced as”éfofésaid. Thisyééreément:ﬁhylbe térﬁiﬁ;
Hﬁted at any time by not less than seventy-five percent (75%) on an acreage basis of the
owners of the working interests, signatory hereto, with the approval of the Commission-
er and with notice to Division. Likewise, the failure to comply with the’driliihg'
requirements of Section 8 hereof, may subject this agreement to termination as provid-
ed in s#id}seétién.

18. RATE OF PRODUCTION: All production and the disposal thereof shall be

in conformity with allocations, allotments, and quotas made or fixed bj‘the Commission,

‘and in’conformity with all dpplicable laws and ‘lawful regulations. . .. 2 = .

K
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“tion’ thereof hereunder becomos impracticable as a result thereof, such tract may Lé

sult of such tract being eliminated from the unitized area. In the event of a dispute

“as to the tltle to any royalty, working, or other intcrest subjedt hereto, the unit

'19. APPEARANCES: Unit opcrator shall, after noiice to other parties af-
fected, have the right to appear for and on behalf of any and all interests affected
hereby, before the Commissioner of Public Lands and the Division, and to appeal from
orders issued under the regulations of the Commissioner or Division, or to apply for
relief from any of said regulations or in any proceedingsron its own behalf relative
to operations pending before the Commissioner or Division; provided, however, that any
other interest party shall’alﬁo have the right at his own expense to appear and to
participate in any suéh'proceeding.\

2035911g§§L_A11 notices, demands, or statements required hereunder to be giVeh‘

or rendered to the parties hereto, shall be deemed fully given, if given in writing and

sent by postpaid registered mail, addressed to such party or parties at their respec-

tivefaddféssés; setuforth‘in:connecciqn with the signatures hereto or to the ratifi-

cation 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.

21, UNAVOIDABLE DELAY: All obligations under this-agreeméﬁﬁkrédﬁi&ingvthe

. i )
unit operator to commence or continue drilling or ‘to opeérate on or produce unitized

substances from any of the lands covered by this agreement, shall be susﬁendéd wﬁile,

but only so londg és, the unit opeféfor, despite the exercise of due care and diiigénce,»"
is ptéQented from complying with such obligations, in whole or in péit, by strikes,
war, act of God, Federal, State, or municipal law or ageﬁcies; unavéidéﬁle aécidéﬁfé,
uncontrdiléhie delays in transportion, fnability to obtain necessary materials 1n‘o§en
market, or éther matters beyond the reasonable é;ntrol of the unit operator, whether
similar to matters herein enumerated;or'ﬁot. | |

22, LOSS OF TITLE: In the event title to any tract of unitized land or

substantial intcrest therein shall fail, and. the true owner cannot béliﬁduced to join

the unit agreement so that such tract is not committed to ‘this agreement, or the oper-

1

eliminated from the unitized area, and the intérest of the parties readjusted as a re-

optrator may withhold payment or delivery of the allocated portion of the unitized
substances involved on ﬁécdugt £hereol, without liability'for jhtérest until fhe'dls—,
pute is finally scttled, provided that no pnyMOﬁts'af'tunds‘ahe,Ehé”stﬁie of‘NeQ‘Nexicd'
shall be withheld, Uait oforntor, as such, 1s relieved from anykfespohéiblfiiy for éhy"ff
defect or faiiure‘éf‘any”iiiio’hﬁfﬁﬁﬁder;;" o L ;'.‘"‘”: ' |
23, §yﬁﬁggyﬁﬁxnggj§py5: Any ofl or gas intercst in lands within the unit

area not committed heveto, prior to the submission of the agreement for final npproval

I I




by the Commission;r and the Divisién, may be committed hereto by the owner or owners
of such rights, subscribing or consenting to this agreement, or executing a ratifi-
»cation thereof, and if such owner is also a workihg interest owner, by subscribing to
the operating agreement providing for the allocation of costs of expiaration, develop-
ment, and operation. A subssquent joinder shall be effective as of the first day of
the month following the approval by the Commissioner and the filing with the Division
of duly executed counferparts of the instrument or instruments committing the interest
of such owner to this agreement, but such joining party orjparties, before partiéipaﬁinf
in any benefits hereunder, shagll be redﬁired to assume and pay to unit operator, their
proportionate share of the unit expenses incurred prior to such party's or parties
joinder in the uhit agreement, end the unit operator shall make ‘abprovriate adj&;%—

ments caused by such joinder, without any retFoactive adjustment or revenue.

0y

24, COUNTERPARTS: This agreement may be executgd in any number of counter-
parts, no one of which ne§ds to be executed by all parties,rdfumay be ratified or
consented to by é;parate instrument in writing specifically referring‘herefo; and

" shall be-binding upon ali those parties‘who havejexeéufed s@ch a countefpart, ratifi-

céfidn, or consent hereto with the same force and effect as if all such parties had

signed the same dOéument, 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 umit area.
IN WITNESS WHEREOF, the undersigned parties hé}éto‘have caused this agree-

ment to be executed as of the respective dates set forth opposite their signatures.

UNIT OPERATOR AND WORKING INTEREST OWNER

T

C & K Petroleum, Inc.

DATE:

ATTEST 8
B By
BY .
STATE OF )
i )SSQ
COUNTY OF )
The foregoing instrument was acknowledged before me this_ day of, 19_
by - . . President of
a _ corporation

on behalf of said ¢orporation,

My Commission Expires:

Notary Public

-12-
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1. NM-14477

TOWNSHIP 3 South, RANGE 28 East, Chaves County, NM

Sec. 4, 5, 6, 7, 8, 9, 16, 17, 18: A11

Texas Pacific 011 Co.; Inc., 1700 One Main Place, Dallas, TX 75255

10-yr 0 & G Lease dated 12/1/71.

Sec. 17: Sk. ,
OPERATING RIGHTS - Lessee - Al |
ORR's - 1% to Mary Susan- Mc‘ab

7003 Shook Ave., Da]]as 198 75214
- 1% to James H. Scott,
7003 Shook Ave., Dallas, TX 75214

STATE OF NEW MEXICO OIL & GAS LEASES

2. L-5020-1

3. L-5021-1
4. L-5022-1
5. L-5023-1

6. L-5024-1

Cities SerV1ce Company+,iP 0 Box 300, Tulsa, 0K 74102
10-yr 0 & G Lease date ‘NM/7/70,

Sec. 4: All; Sec. 5: A1 g

NO MISCELLANEOUS INSTRUMENTS ON FILE

Shtigs

Cities Service cOmpa
10-yr 0 & G Lease dated 11/17/70
Sec. 6: Al1; Sec. 7: All. :

NO MISCELLANEOUS INSTRUMENTS ON FILE.

'Cities Service Company..’

10-yr 0 & G Lease dated 11/17/70
Sec. 8: A11; Sec. 9: All,
NO MISCELLANEOUS INSTRUMENTS ON FILE,

,,,,,

Cities Sevvice Company.

10-yr 0 & G Lease dated 11717/70.
Sec. 16: All; Sec. 17: Ms.

Cities Service COmpany

10-yr 0 & G Lease dated 11/17/70
Sec. 18:.A11; Sec. 21: All.
'Triﬁ§f‘tti"bus znsrnunsurs ON FILE



NM-14127 Cities Seryice Company, P. 0. Box 300, Tulsa, 0K 74102
10-yr 0 & G Lease dated 8/1/71.
Sec. 1: Al1;  Sec. 10: SE%: Sec. 11: SWk.
OPERATING RIGHTS: Lessee - Al1.

ORR'S - 3% reserved by F. J. & B. J. Bradshaw . =
' 337 Pierpont, Salt Lake City, UT 8410

vsTATE*bE‘Néw”MExrco;6ijaiaAs}Lﬁisss

2. LG-7437 Yates Petro éum’ Corporation, 207 S. 4th St., Artesia, NM 88210
10-yr 0 & G Lease dated 1/1/80.
Sec.-2: A1, .. =
NO MISCELLANEOUS TNSTRUMENTS ON FILE.

L-5016-1 Cities Service Company. =
10-y¥ 0 & G'Lease dated 11/17/70.
Sec. 3: Mg Sec.4: AM..
NO MISCELLANEOUS INSTRUMENTS ON FILE.

L-5017-1 ° . Citfes Service Company.
10-yr 0 & G Lease dated 11/17/70.
Sec. 9: AT1: Sec. 10: Mg Sy,
NO MISCELLANEOUS INSTRUMENTS ON FILE.

L-5018~1 Citles Service Company. ...
| | © 10-yr-0 & G Lease dated-11/17/70.
Sec. 11: Mg SEL;  Sec. 14:- A1, .
NO MISCELLANEOUS INSTRUMEN*S;ON'FILE.

LG-7438 Yates Petroléum Corporation’’
| 10-yr 0 & G Lease dated 1/1/80.
o Sec..l2: AN, o
NO MISCELLANEOUS INSTRUMENTS ON FILE.

Le-7439 Yates Petroleun Corporation,
7 "10-yr 0 & G Lease dated 1/1/80.

Sec. 13: A1l. N
NO MISCELLANEOUS INSTRUMENTS ON FILE.

L-5019-1 Cities Service Company. y
' 10-yr 0 & G Lease dated 11/17/70.
Sec. 15: All., i
NO MISCELLANEOUS INSTRUHENTS\ON FILg.
Depco, Inc., 1025 Petroleum:Club Bldg., Denver, CO 80202
10-yr 0 & G Lease dated 1/1/80. : :

Sec. 16: All, . Y L )
NO MISCELLANEOUS INSTRUMENTS ON FILE.




. Dockets No,
be filed at

Docket Mo, 22-80

24~80 and 25—80 are tentatively set for August 6 and 20, 1960, Applications for hearing must
least 22 days in advance of hearing dats, )

DOCKET: COMMISSION HEARING ~ MONDAY - JULY 21, 1980 ‘ .

OIL COMSERVATION COMMISSION - 9 A.M, ~ MORGAN HALL
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

CASE 6967:

Apphutiou of Amoco Production Company for a carbon dioxide gas unit agreement,’ Uniou, lhrdiu'f and :
Quay Counties, New Mexico. Applicunt, in the sbove-styled cause, seeks approval for the Bravo ' f
Carbon Dioxide Gas Unit Area, comprising L, 174,225 acres, suisre or less, of State, Federal, and fee
lands situate in'all or portions of the following townships: in Union couuc9 Township 18 lord!.
Ranges 34 chru 37 East; Township 19 North, Ranges 34, 35, and 36 East; Townships 20 and 21 North,
Ranges 34 and 35 East; Towmhxpu 22 and 23 North, lun;u 30 thru 35 Eaat; ‘tovnnhip 24 north. m
31 thru 34 East; in Hardiag County: - Townships 17 thru 21 Morth, Ranges 29 thru 33 East:- sand’ in Quay
County: Township 16 North, Ranges 34, 35, and 36 East; and Tmuhip 17 Merth, uuea 34" thre 37 East.

The land- ptopoud to be mcludod in said Bravo Dome Carbon Dioxide Cas’ Unit lu.'ea are wote umiﬁ-
cally described in documents on file with, and available for public inspection in, the offices of the
0il Conservation Division, State Land Office nmld:.ng, Sants Fe, New Mexico.

Docket No. 23-80

SXAMINER HEARING = WEUNESDAY - JULY 23, 1980

MMA;

9 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOM,
STATE LAND OFFICE ‘BUTLDING, SANTA FE, NEW MEXICO

';'-he f‘ollovi‘ng'cues Vill be heard before Richard L. Stamets, Examiner, or Daniel S. Nutter, Alternate Examiper:

CASE 6968:

CASE 6969:

" CASE 6970: -

CASE 6571:
"CASE 6972:

CASE 6973:

’In the utter of the heumg ‘called by the 0

103 :
In the matter of the hearmg éal ed‘ by the 011 Conurvxtion Division on its own notxon to pei
field 0il and Gas Cowpany and all other interested parties to sppear and show cause vﬁ‘y the
No. 1 located in Unit M qf Section 14, Township 29 North, Range L1 West, San Juan County, -hould not
be plugged and abandoned in sccordance with ' a D:.vu:.on-approvod plugging program,

In the mtter of the heumg called by the Oxl Connrvatio_n 'ivxncn on its: m motion to permit
Auocuted 0il & Gas’ Company ‘of New Hexxco, In¢., Houston Fire and Cnu.llty Insurance c«npnny, and lll
other interested parties to appear and show cause why the Vigil Well No, 1 located in Unit J of Sectionm '
14, Township 12 North, Range 6 East, Sandoval County, should not be plugged and abandoned 'in’ accotdancc

thh a vaxuon-approved plugging progtm.
ln the mcter of the hesring calied by the Oil Conurvatl.on Diviuon on its own lotion to pmit Union

0il and Hmmg and all other interested part{es to sppear and show cause why the Csrl Lanier Well Mo.
1 locsted in Unit B of Sectxon 6, 'rowulhip 29 North Range 9 Went s.nn Juan Cmmty. should oot be

Comervanou Dividion on its own m:mn to
Dwelomnt Cowpany and all other interested parties to appesr ind show cause why | the Pincl

‘) located in Unit O of Section 15, Township 29 North, Range 11 West, San Jusn County, should not be

plugged and abandoned in lccordance with a Dwxnon-approved pmggmg program,

‘In the matter of the hennng called by thc ou Conurvatxon Dwiuon on :.to own’ -otxon to’ pcrut Cohl

Creek 0il’ c«:pnny and all other interested parties to appear and’ show cause why the W, E. Duggen Well

Mo, 2 located in Unit H of Section 20, Tawnship 29 North, Range ll West; San Juan County, should mot
be plugged and abandoned in accordunce with a Division-approved pluggmg program.

Tn the utter of the’ heatmg ‘¢alied by the 0l Conservation Division on' its own motion to. pgnit all
interested. parties to dppear and show cause why a well drilled by unknown part.:.e- and located ia Uait
E of: Section 16, Township 30 North, Range 11 West, San Jusn Cmmty, ‘should >t be plugged and abudond

‘in sccordance with & Dwiuonoapproved plugging prograam;

Appl:.cntxon ot' cC&K Petroleun, Inc, for & unit Agfemnt, Chaven County, New Mexico.
Applicant; ‘in the above-styled caise, seeks approval for the White Draw Unit Area, comprising 13 406
acres, more or less, of State, Federal, and .fee lands in Township 3 South, Ranges 27 and 28. Bur.

T
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dr/

: STATE OF .. NEW MEXICO
ENERGY AND HINERALS DEPARTMENT
OIL CONSERVATION DIVISION

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

'CASE NO. 6974

Order No. K’QYJL_

APPLICATION OFC & K PETROLEUM, INC.

FOR APPROVAL OF THE HHII'E DRAW
UNIT AGREEMENT . CHAVES COUNTY + NEW MEXICO.

'ORDER OF éﬁE‘DIVISioN

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on _July 23

19 80 _°Y , at Santa Fe, New Mexico, before ‘Examiner Richard L. Stamet

NOW, on 'this day of _July , 19 80 , the

s Divi51on Director, having considered the testimony, the record,

| and the recommendations of the Examiner, and being fully advised
in'the premises, 3

FINDs-

(1) That due public notice having ‘been given as required by"
law,‘the Division has jurisdiction of thig cause and the subject
matter thereof, |

(2) That the applicant, C & K Pétroleum, Inc. ’. '

seeks approval of the White Dréw ﬁnit Agreement»»4

;

-covering 13, 404 08 ' acres, more or less, of State, Federal

and Fee 1lands described as follows:

; CHAVES COUNTY, NEW MEXICO
/m;‘p 3 J'-V‘ ﬁw‘-" 27 Lot , N"‘P"‘
S e % ,
[ 2e) v
m...,‘," L Fiege 2 G Bt
Y -7
&d*ﬂlznﬁﬁ*lu' Vil 4

(3) That all plans of development and operation and creati

expansions, or contractions of participating areas or expansions
‘or contractions of the unit area, should be submitted ‘to the |

Director of the Division for approval.




N

" ‘7:/

principle as a proper conservation measure; provided, however,

ighich is now, or may hereafter be, vested in the Di#fﬁion to

ésupervise and control operations for the exploration and develop~

participating areas and expansions and contractioés‘théreof, and

(4) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative

rights within the unit area,
IT IS THEREFORE ORDERED:

(1) That the _White Draw Unit Agr

is hereby approved.
" (2) That the plan contained in said unit agreement for the

development and operation of the unit area is hereby approv@d in

that nctwithStandiﬁg any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or

relinguishing, in any manner, any right, duty, or obligation

ment of any lands committed to the uhit ahd,production“of oil 6:

gas therefrom.

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

executed original or executed counterpart of tﬁe unit agreement
within 30 days after the effective date thereof; that in the Qvnatﬂ
of subsequent joinder by any party or expansion criqontraction of |
the unit area, the unit bperatbr shall file withftﬁevbivision |
within 30 days thereafter counterparts of the unit agreement
reflecting the subsciiption of those ihterests‘having'jdined or
ratified, ’ |

(4) That all plans of development and operationm; all unit -

all expansions or contractions of‘tpe unit area, shall be
submitted to the Director of the oii;Conservation DPivision for
ﬁpproval. :v

~(5) ‘That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for

i




State of New Mexico and the Director of the United St#te: Geoloqiéi‘
cal Survey; that this order shall terminate ipso facto upon the
termination of said unit agreement; and that the last unit opera~ |
tor shall notify the Division immediately in writing of such
termination. |

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

‘entry of such further orders as the Division may deem necessary.
DONE at Santa Fe, New Mexico, on the day and year herein-
above designated. | - *




