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MINERALS MANAGEMENT SER VICE
SOUTH CENTRAL REGION
505 MARQUETTE AVENUE, N.w., SUITE 815
ALBUQUERQUE, NEW MEXICO 87102

IN REPLA
REBER TO

4
Read & Stevens S o f l{
P. 0. Box 1518 ooerag s |
Roswell, New Mexico 88201 T o oo mml e
o Lurliiscavrinivy o),

Gentlemen: . SANTA FE

The Hernandez Draw Unit AgreezJ 1, No. 14-08-0001-19560, Chaves County,
New Mexico, was approved on Apr. I, 28, 1981, effective as of the date of
approval. The term of this agri 'ment is contingent upon the unit

between the completion of one we .1 and the beginning of the next, until
a well capable of producing unit .zed substances in paying quantities is
campleted. ‘

Our records show that the initial test well was cawpleted as plugged
and abandoned on May 4, 1981, making the second unit test well due by
November 4, 1981. Extensions granted for the purpose of evaluating
new seismic and ceologic data made the sacond well due by Ma 982

3_ i e -
pursuant o Section 9 of the unit agreement.
offices will be notified of this temminatiwa.

Sincerely yours,

(ORIG. $00.} Janire V. SHELTON
FORGene F. Daniel
Deputy Minerals Manager
0il and Gas

ce:

BIM, Santa Fe

Cam. of Public Lands, Santa Fe
NMOCD, Santa Fe

i s il et




. | Unit Name HERNANDEZ DRAW UNIT- EXPLORATORY
Operator  READ AND STEVENS, INC,

County CHAVES
"DATE OCC CASE NO. 7181 EFFECTIVE  TOTAL , T SECREGATION T
.-APPROVED 0CC ORIER NO.R-6639 DATE ACREAGE _STATE _ FEDJERAL INUEN-FEE  CLAUSE TERM
Commissioner Commission Y28~ g/ 2,571.51 1,649,43 842.08 , mm..oo _ Yes 5 yrs
April 24, 1981 April 7, 1981 m
UNIT AREA
TOWNSHIP & SOUTH, FANGE 26 EAST, NMPM
Section 35:  All
TOWNSHIP 4 SOUTH, RANGE 27 EAST, NMPM : - ﬂAv
Section 30: S/Z e vtA
Section 31: All SRR /L
, . y&f/ >
J / * 2.
TOWNSHIP 5 SOUTH, RANGE 26 EAST, NMPM m,m./ S 3
Sectioa 1: ALL \A . ;\\ w\.\ ¢ ! A
. b
TOWNSHIP 5 SOUTH, . AliGE 27 EAST, NMPM _ _ . _ .
: A

Sectioa 6: w/2 , |

' e h e e vy e |




Unit Name HERNANDEZ DHAW UNIT- EXPLORATORY

Operator READ & STEVLENS, INC,

County CHAVES
STATE LEASE INSTI- RATIFIED ACREAGE
TRACT NO, ND, TUTION SEC. TWP. RGE, SUBSECTION DATE ACRES NOT

RATIFIED LESSEE
3 L~5029 c.s. 31 48 277" Lot 1, NE/4 4-22-81, 201.82 Marathon 0il Co.
4. L-5247 7 C.S. 36 48 26E  E/ZW/2, E[2 4-22-81 480,00 Marathon 0il Co.
5 L-5439-1  C.s5. 30 48 27E+  Lots 3, 4, NE/4SE/4 4~23-81 124,25 ‘Read & Stevens, Inc
6 1-6270 C.5. 31 4 27E~" Lot 2, E/2Sw/4, E/1SE/4 4~23-81 201.47 Reud & Stevens, Inc
) nayn i _ : 4-21-81
7 1LG-3372-1  C.5. 31 48 27E+«  Lots 3, 4, E/2NW/4, W/2SE/4 241,89 Colorado Interstate
Gas

8 LG-767¢& C.5, 36 LS 267" wW/2w/2 NOT COMMITTED 160.00 Inexco 0il Company
9 LG~ 256 M.5. 30 48 27EY  E/2SW/3, W/2SE/4, SE/4SE/4 4-24~81 200.00 Ed Phillips
H.o Oan~< ﬂ mm N&“ . mz\bmm\b zos.—.c OOEHEc N¢° o°° owmz- s roeveEaNEOELETERRED




Read & Stevens, Inc.
r¥. O. Box 1518

Roswell, New Mexico 88201

ATTENRTION: Mr. Randall

Gentlemen:

b ik ;:ss’;\.-?
ﬁ LY L Ry .*-'—..—Q
e T e W D v o _
e . ?‘_ﬁ— .
’ - .
Commlsctonerofpuukl&rds r. 0. 5OX 168
Anril 27, 1982 SANTA FE, NEW MEXICO a9sl
87504-1148

o
A

Re: Hernandez Yraw Unit
Chaves County, New Mexico

Fort

The Hernanez Draw Unit Agreement, Chaves County, New Mexico, was
approved effective as of April 28, 1981. The term of such agreement

is contingent upon the
allowing not more than
well and the beginning
unitized substances in

Our records show

unit operator drilling one well at a time,

six months time between the completion of one
of the next, until a well capable of producing
paying quantities is completed.

that the initial test well was completed on

May &4, 1981 as a Plugged and abandoned well, thus making the serond
unit test well due ic be commenced by November 4, 1981. Your request

for two extensions were granted by this office making the sscond

well due May 4, 1982.

L el
...... i LD L

By your letter of April 20, 1982 you advise that

you do not wish to drill the second test well, therefore, the Hernandes
Draw Unit Agreement is considered to have terminated automatically as of
May &, 1982, pursuant to Section 9 of the unit agreement.

We are this date advising the USGS/MMS of our terminatiom.

Please advise all other interested parties of this action.

AJA/RDG/s

Very truly yours,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

BY:

RAY D. GRAHAM, Director
0il and Gas Division
A/C 505-827—27&8

cc: OCD-Santa Fe, New Mexicos—"
USGS/MMS Albuquerque, New Mexico
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ALEX J. ARMIJO November 2, 1981 ?. 0. BOX li48
COMMISSIONER . SANTA FE, NEW MEXICO 87301
Randolph M. Richardson - / ]
; P. 0. Box 819 / ] éi

Roswell, New Mexico 88201 /

e et e

Re: Hernandez NPraw Unit Area
Chaves County, New Mexico

Dear Mr. Richardson,

We are in receipt of your letter dated October 20, 1981 requesting
a six month extension within which to complete evaluation and arrange for
the drilling of a Second Test well.

Please be advised that the Commissioner of Public Lands has this date
granted you a six month extension from November 4, 1981 to May 4, 1982,
in which to comply with Section 9 of the Unit Agreement. This approval is
subject to like approval by the United States Geological Survey.

Very truly yours,

AY . wsmoa =

i ALEX J. ARKM1JO
CCMMISSIONER OF PUBLIC LANDS

BY:

RAY D. GRAHAM, Diresctor
Gil and Gas Division
AC 505/827-2748

AJA/RDG/ pm
encls. P
cc: OCD~-Santa Fe, New Mexico
USGS-Roswell, New Mexico
i . SR e o i S s s s
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RANDULPH M. RICHARDSON _, = '
OfL ANO GAS LAND AND UNIT CONSULTANT oL CONQ “RVATICN DIVISION
FEDERAL - STATE - FET SANTA FE

P. 0. BOX B19
ROSWELL, NEW MEXICO B8201

May 5, 1981

QFFICE %08 622-B&in
HOME S0S 6%2-7%05

In Re: Hernandez Draw Unit Agreement

Chaves Counly, New Mexico

0il Conservation Division
Post Office Box 2088
Santa Fe, Mew Mexico 87501

Gentlemen:

.

Pursuant to your‘@asg No. 7181, Order No. R-6639, I am enclosing

one copy of Unit Agreemernt show1ng Approval by the United States Geological
Survey and Approval by the Commissicner of Publ

T - e
Al GA O .

This should complete your file, however, if you need anything. -
additional, please advise. '

Yours trul
- A R
4 ’ (‘ : 7 ‘ /‘) o
v Ly s . -
_1/.»"\ - . f

R. M. Richardson

RMR/sr

xc: Read & Stevens, Inc.
Enclosures
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United States Department of the Int@hﬁw“ RvaTien c:-,-;'ss(-w

SANTA FE

GLOLOGICAL SURVEY

South Central Region
P. O. Box 26124
hlbuguerque, New Mexico 87125

™
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Mr. Randolph M. Richardson, III
P. O. Box B19

Dear Mr. Richardson:

One approved copy of the Hernandez Draw Unit Agreement Chaves
County, New Mexico, with Read and Stevens, Inc., as operator is
enclosed. Such agreement has heen assianed Ne. 14-08-0001-19560
and iz effective on the date above, the same date as approved.

You are requ-sted to furnish all principals of interest with

Sincerely yours,

/ .

Gene F. Danlel

Ceputy Conservation Manager
01l and Gas -

Enclosure

T R T TEE T




Pursuant to the auvthority vested in the Secretary of the Interior,

.k

the act approved February 25, 1920, &Y Stat, 437, as amended, 30 U.S.C.
secs. 18], et seq., and delegated to the Oil and Gas Supervisors of the
Geological Survey, | do hereby:

A. ARpprove the attached agreement for the development and

operation of the Hernandez Draw
Unit Area, State of New Mexico, County of Chaves .
g, Cortify and determine that the unit plan of development

and operation contempliated in the attached agreement is necessary
and advisable in the public interest for the purpose of mcre
properly conserving the natural resources.

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

1

minimum royalty, and royalty reauirements of al}l Fe
committed to said agreement are herehv established, 3ltered,

ol o
changed, or

h the terms and conditions

-

orm wi

of this agreement.

£8 APR 1981

Dated

"14-08-0001-19560
Contract Number

-"‘~

.
i L it 2y R
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NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

WRRZANDEE DRAN UIX?
CRAVES COUWIY, ¥EW MEXICO

r—— e ey e T e e e e T e T
e T ——— -

There having been nrecented ¢~ ths undergizned Coemuissioner of Public
Lands of the State of New Mexicc for examination, the attached Agreement
for the development and operation of acreage which is described withia

the attached Agreement, dated February 13, 198) ,which said
Agreement has been executed by parties vwning and holding oil and gas

leases and royalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

{a) That euch sgreement will tend to promote the conservation

of o0il and gas and the better utilization of reservoir

energy in said area.

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

e
Mexico will receive ita fsir and eguitghbl
recoverable o0il and gas under its lands w

(c) That each beneficiary Institution of the
*-

e (3 Uy

th

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

NOW,THEREFORE, by viriue of the authority coaferred upon me under
Sections 19-10-45, 19-10-46, 19-10-47 New Moxics Statutes Annotaied,
1978 ":mpilation, i, the undergigned Commi sioner of Public Lands of
the State of New Mexico, do hereby consent to and approve the said Agree~-
ment, however, such consent and approval being limited and restricted to
suck lands within the Unit Area, which are effectively committed to the
Onit Agreement as of this date, and, further, that leases insofar as the
lends covered theresby committed to this Unit Agreement shall be gnd the
same are hereby amended to conform with the terms of such Unit Agreement,
and said leases shall remain in full force and effect in accordance with
the terme and conditions of said Agreement. This approval is subject to
all of the provisions and requiremente of the sforesaid statutes,

IN WITHESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this 476k, day of 1 . 19

N ———

e e e e e e e SP. St

'————-—_—-.—-—
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CALLED BY it it cornainvaplon
DIVISTON YOR it poiegst o

CONDIDERING:

CASC NOL 7101

Urder RNu. i1-6639 ’
APPLICATION OF KUAD & STEVENS, INC.
FOPR APPROVAL OF TiE HiERNANDEZ hiay ;
UNIT AGRETHUNT, CHAVLYS COUNTY, NLY 1
MEXICT. g
URDUR_OF THE DIVISTON
AY THE DIVISION: é
This caugse carie on for hearing at 9 a.m. on llarch 25, 1981,
at Santa te, New Mexico, before Examiner Daniel §. Nutler. ;
4
NOW, on this_7!'h  guy of April, i981, the Division i
Dircctor, having cunsadered the testimony, the record, and the 3
recommendations of Lhoe Dxaminer. und being fully advised in the 2
premises; %
FINDS: 5
: (1)  Thut due public notice having been given as requircd ;
; by law, the Division has jurisdiction of Lhis cauce and the
; subject matter thereof.
| (2) That the applicant, Read & Stevens, Inc., seeks ap- ?
? proval of Lhe Hernander Draw Unit Agrecment covering 257151 -

acres, more or less, of State, lederal and Fee lands described
as follows:

chavis KCQNTY, Niw o oMEXNICO
TOWNNSIHIP & SQpTH, RANCE 26 EAST, NHPH
Seclion Jo6: All

TOWUNSHIP 4 SGQJH, RANGE 27 LAST, NHRH
Section 30: 5/2
Section 5t: All

TOUNSHIP 5 SOUTH, RANGE 26 FAST, NMPM

Section 1}1: Al

TOUNSHIP & S6UTH, RANGE 27 TAST, NHPM

Sceetion o: W,
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Cave No. 7181
Urder No, R-6G65Y

(3) That ol plans of developwenl and eperaticon and crea-
Lions, expansions, o coplractions of participating arcas or
expiansions or conltractions of the unil arco, should be submitted
to Lhe Director of the Divigien for anpproval.

. (4) That approval of the prouposecd unit agreement should
promote the prevention of wastle and the protection of correlative
rights wilbiin Lthe auil area.

IT IS THER[IORI ORDERCO:

(1) That Lhe flernandez Drav Untl Agreement is hereby

\‘Ji
approved.

(2} That the plan contained in said unit acrecment for the
development ond uperalion of Lhe unit arca is hereby approved in
principle as o proper consceval ion neasure; provided, however,
that noluithslanding any of the.provisions contained in said unit
agreement, Lhis approval shall nol be considered as waiving or
relinquishing, in any wanner, any right, duty, or obligation
vhich is now, or way hereafler he, vesled in the Divisien to
supervise and control operations for Lhe exploration and develop-
ment of any lands coumitted to Lhe unit and producticn of oil or
gas thereiron.

{3) That Lhe unil operslor shuall file with the Division an
executed original or cxeculed counterpart orf the unit agreement
within 30 days after the effective date .hereof; that in the event
of subsequent joinder by any puarty or expansion or contraction of
the unit area, the unit operator shall file with the Division
within 30 days thercafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or
ratified.

(4) That all plans of development and operation, all unit
participating arcas und expansions and contractions thereof, and
all expansisons or conlractions of the unit areca, shall be
submitted to the Direcltor aof the 0i} Conscrvation Division for
approval.

{3) Thot this (~der shall become effective upon the sgorov
of sa2id unit Gyrecment by the Commissioner of Public Lands for

the State of New Mexico and the Dircctor of the United States
Geological Survey; that this order shall terminate ipso facto upon
the termination of said unit agreement; and that the last unit
operator shall notify the Division immediately In writing of such
termination.

the appiova.

P



- '}‘
Case N, 7181
Order Nu. R-663Y

(6) 1hut Juricdiction of this cause is retaincd for the
enlry of such furllivr orders as the Division may dcem pecoaaas

-

“
'4

GONE al Sunta to, New Hexice, on the day and year herein-
above designated.
,“QIAI[ 0OF NI[W MEXICO
UfL C”NS[RVATION/PIVISION
R Y
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UNIT AGPERMENT

FOR THE LEVELOPMENT ANDL OPER

Es
-3
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—
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OF THE

-

HERNAKDEZ DRAW UNIT AREA

i

WHNTY QF CHAVES
“IATE OF NFW MEXICO
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LA RV Y

|
|
|
i
J
i
‘i
%
j

THIS AGREEMENT, entered int> as of the 15th day of  February

15381, by and between the parties subscribing, ratifying, or consenting hereto, j

and herein referred to as the 'parties hereto,"

WHEREAS, the parties hereto are the cwrers of working, royalty, or other %

0il and gas interests in the unit area subject to this agreement; and

C

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. k27, as
amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal les
unite with each other, or jointly or éeparately with others, in

collectively adopting and operating a coopefative or unit plan of development or

i - operation of any o0il or

T TS e TSI I I A P O, G

pocl, field, or like area, or any part thereof for

the purpose of more properly conserving fiaiural resources thereof whensvy

Fe ol
sweaw W LA

o

as

determiued and certified by the Secretary of the Interior to be necessary or agd-

AT . T S

- > . . 3
visable in the public interest; and
] WHEREAS, the Commissioner «f Public Lands the State of New Mexico is

authorized by an Act of the Legislature (Secs. 15-10-45, 46, 47 N.M. Statutes

1978 Annotated) to consent to or approve this agreement on behalf of the State

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

L3 n
L2 24

8 & State of New Mexico; and,

B P T Rt T U SOOI ORI St

WHEREAS the 0il Conservation Division of the State of New Mexico Energy and

g ol o

Minerals Department is authorized by an Act of ithe Legisclature {Lhapters 70 and 71,

New Mexico Statutes 1578, Annotated)to approve this agreement and the conservation
provisions hereof; and, ]

'

WHERELS. the parties heretc hold sufficient interests in the

Hernandez Draw Unit Area covering the land hereinafter

described to give reasonably effective control of operations therein;

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

el

sources, prevent waste, and secire other terefite obiainable through development

and operation of the area sub 'c¢rt %o this agreermen® undor tae term

B e
...... Lae MG, CONLGiTiono,
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and limitations herein ol fororg

Py

NOW, THEREFORE, iu consii-iation of the promisen ond the promises herein
contained, the parties hercto :ommit to this arsrecnent their respective interests

in the below-defined unit area, and agree severnily among themselves as follows:

1. ENABLING ACT AND KEGULAPIONS,  The Mirnral l.casing Act of February, 25, 1920,
&8 amcnded, supra, and all valid pertinent regulations, including operatihgrihd
unit plan regulations, heretofs-e issued thercunder or valid, pertinent, and
reasonable regulations he-eaft:r issued therecunder are acrcepted and =made a puri ol
this agreement as to Federal lands, provided s'ch regulations are not inconsistent
with the terms of this agreemen:; and as to non-Federal lands, the 0il and gan
operating regulations in effect as of the effective date hereof governing drﬁiiing
and prcducing operations, not incoqsistent with the -erms hereof or the laws of the
State in which the non-Federal tand is located, nre herahe zccepted and made a part
of this agreenent.

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

nized as constituting the unit area:

-F MMDM T-5-05, R-27-C, Nern 1-5-3, HK-2b-k, NMPM T-5-8. R-27-E N
i Sec. 30: S3% Sec. 1: A1l Sec. 6: Wi
Sec. 31: All

Chaves County, New Mexico

Exhibit "A" attached hereto is a map showing the unit ares anad th voundaries and

v

indentity of tracts and leases in said area to the eoxtent known to the Unit Operator.

Exhibit "B" attached hereto is 2 schedule showinp to the extent known to the Unit
Operator the acreage, percentase, ‘und kind of owne ship of 0il and gas interastas

in all land in the unit area. dowever, nothing herein or in said schedule o: map
shall be construed as a representation by any party hereto as to the ownership of
any iateresi other than such iaterest or interests us are shown in said ®map or
schedule as owned by such party. Exhibdits "A" and "B" shall be revised by the Unit
Operator whencver changes in tii» unit area renier ruch revision necessary whan re-

quested by the 0il and Gas Suprervisor, hereinafter referred to as "Supervisor," or

when requested by the Commissioner of Public Lands of the State of New Mexico,
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(b) hereof, Unit Operatcr shall file with the Supervisor, the Land Commissioner,

hereinafter referred to as '"Land Commissioner," and not less than five (5) copies
of the revised Exhibits shall be filed with the Supervisor and one (1) copy there-
of shall be filed with the Land Commissioner, and one (1) copy with the 0il Con-
gervetion Division of ithe New Mexico Energy and Minerals Department, hereinafter
referred to as "Division."

The above-described unit area shall. when practicrble, be ad
therein any additional lands or shall be contracted to exclude lands whenever such
expansion cor contraction is deemed to be necessary or advisable to conform with tae

purposes of this agreement. Such expansion or contraction shall be effected in the

its own motion or on demand of the Director of the
Geological Survey, hereinafter referred to as '"Director," or on demand of the land
Commissioner, after preliminary concurrence by the Director, shall prepare a notice
of propused expamsion or contraction describing the contemplated changes in the
boundaries of the unit area, the reasons thereior, and the proposed effective date
thereof, preferably, the first day of a month subsequent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, the Land Commissioner
and the State Division, and copies thereof mailed tu the last known address of
each working-interest owner, lessee, and lessor whose interests are affected, ad-

vising that thirty (30) days will be allowed for submission to the Unit Operator of

any objections.

(¢) Upon expiration of the 30-3ay period provided in the preceding item

and State Division, evidence of mailing of the notice of expansion or con-
trgctioq and a copy of any objections theretc which have been filed wi££ Dnit
Op;rator, together with an application in sufficient number, for approval of
such expansion or contraction and with appropriate joinders.

(d) After due consideration of all pertinent information, the expansion or

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

Division, become effective as of the date prescribed in the notice thereof.

{e} All legal subdivisiors ot land { i.e., 40 acres by Government survey or
its nearest lot or tract equivalent; in instanceg of irregular surveys unusually
large lote or tracts shall be considered in multiples of 40 acres or the nearest
aliquot equivalent therc.f), no parts of which are entitled to be in a participating
area on or befor. the fifth unniversary of the effective date of the first initial
participating srea estabiished Qnder this unit agreement, shall be eliminated auto-

matically from this agreement, effective as of said fifth anniversary, and such lands



F
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shall no longer be a part ol i unit area sood b Lo longer b subject to
this agreement, unless diligot Aridling oporo o ore din progrers on wmitined
lands rot entitled to particiostinn on gaid 1Ltk nroiversary, i which eveast all

such lands shall remain cubd 0 berato Jor o0 oo o ooh drilling nperations

are continued diligently, wit. nebt more thoeo © o tame clapning tetween the

complution of one such well wod e commern 0 0 0 e next such well, A1l legal
subdivisions of lands natl —ntitied to be 1n ¢ ) ipating aren withia 0 sears

after the effective date ot tie Pirst initial particivating ares approved uilder
this agreement shall be automatically eliminat. § Urem this agreenont as of sauid
tenth anniversary. All lands proved productive Ly dilizent drilling operations
after the aforesaid {ive-year poeriod shall becowe participating in the same

manner &5 during said five-year pericd. Howoever, when sueh 4ild

operations cease, all non-par:iclpating lands :hnall be automatically eliminated

effective as of the 91st day “rcreafter. The nunit operator shall within 90 days
after the effective udate of any e¢limination b r- und.r, describe the area so cli-
minated to the satisfaction o the Supcrvicor and whe Land Commissionszr and

promptly netify all parti-s i interest

ey

If coriditions warrant .riension of tie t-i-yvenr period specified in <thisg
subsection 2 (e}, a wirgle v noicon of nub oo - weed two years may be acconplished

e e Pt
~

[
)
8]
b
4]
7
]
ct
C
Lok
o
P
-
(4]

ownere ol ‘"o. of the working inter-cots in the current non-parti-
cipating unitized lands nnd tie owners of 00 «f th basic royalty inteorests
(exclusive ¢f the basic royal -y interests o0 w0 Ot States) in non-part oipa

unitized lands with approval <! the Director wond und Commissioner, provided such

extension application is sutmittcd to the ['irc'or arnd 'the Land Commissioner not

-

later then €0 days prior to il :zpiration o!f .nid ton-y ar pericd.

Any expansion of th. unit ar«~a pursuant %o tnis section which embraces.
lands theretofore eliminated pursuant to this siiwsection 2 (e) shall not be corie
sidered automatic commitment ¢ recommitment ol sach lands.

3. UNITIZED LANL AND ULi™ 4D SUBSTATCYES.  All land committed to this

agrecment shall constitute larc oo Vorred

~

as "unitized land" or "land

subject to this agre-ment.™ /10 >ilt and goae i o osnd wll formations of the

unitized land are unitized o or the Sopnnor this -emeent and ner=in o are called

Yunitized substances.”

4. UNIT OPERATU:. READ & STEVENS, INC.

is hereby doripgnated 0 oo o o e b Cooore e e s Uit Cperat or

“




agrees and consents to accep! the duties and obligations of Unit Operator for the
discovery, development, and production of unitized substances as herein provided.
Whenever reference is made herein to the Unit Operator, such reference means the
Unit Operator acting in the capacity and not as an owner of interest in unitized
subslances, and the term "working-interest owner" when used shall include or
refer to Unit Operator ns the owner of a working interest when such an interest
is owned by it.

S. RESIGNATION OR REMOVAL CF UNIT OPERATOR. Unit Operstor shall have the

right to resign at any time prior to the estsblishment of a participating ares or
areas hereunder, but such resignation shall not become effective so as to release
Unit Operator from the duties and obligations of Unit Operatcr and terminate Unit
Operator's rights as such for a period of six (6) months after notice of intention
to resign has been served by Unit Operator on all working~interest owners and the
Supervisor and the Land Commissioner, and until all wells then drilled hereuﬁder

are placed in a satisfactory con..tions for suspension or abandonment whichever is

and privately owned lands, unless a new Unit Opcrator shall have been selected and
approved and shall have taken over and assumed the duties and obligations of Unit
Operator prior to thegexpiration of said period.

Unit Cperator shall have the right to resign in like manner znd subject to
like limitations us abcve provided at any time a participating area established
hereunder is in existence, but, in all instances of resigrnation or removal, until
a successor unit operator is selected and approved as hereinafter provided, the
working-interest owners shall be jointly responsible for performance of the duties
of unit operator, and shall not later than *0 days before such resignation or re-
moval becomes effective appoint a common agent to represent them in any action tc
be taken hereunder. |

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

The Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by the same percentage vote
of the owners of working interests as herein provided for the selection ¢f a new
Unit Operator. Such reﬁéval shall be effective upon notice thereof to the Supervisor

and the Land Commissioner.

iy




The resignation or remeoval of Unit Oprrator und r this agreement shall

not terminate its right, title, or interect as the owner of a working interest or
other intcrest in unitized cubstancos, bat uporn the regipnation or removal of Unit

Operator becoming effective, much Unit Operat hall deliver poce-osion of all

<
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welle, equipment, materials, ani nppurternonces iused in conducting tler unit opera-

GLOY 0 e iendy Lo e aned tor the purpose of conducting

1T po ouch new Unit Ope
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unit operations hereunder. fHothing herein shall be construed as authorizing re-

moval of any material, cquipment, and appurtenances neadsd fer the preservation of

any wells.
€. SUCCESSOR UNIT OFBRATCRE. Whenever the Unit Operator shall tender his

or its resignation as Unit Operator or shall be removed as hereinabove provided,

or a change of Unit Operator is negotiated by working-intcrest owners, the owners
of the working interests in the participating area or areas according to their re-
spective acreage interests in such participating area or areas, or until a parti-

R

cipating area snall have bwen established, the owners of the working interests
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according to -their respective acreage interests in all unitized land, shall by
majority vote select a successor Unit Operator: Provided, That, if a majority

hut Tace than TE vnar aant AT tha uneleine AnFAavacd ~
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one party to this agreement, a concurring vote of one or meore additional working
interest owners shall be required to select a new operator. Such selection shall

not vecome effective until

(a) a Unit Operator so sclected shall accept in writing the duties and
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’ {b) the selection shall have been approved by the Supervisor and approved

by the Land Commissioner.
If no successor Urnit Op=rator is selected and qualified as herein provided,
the Pirector and the Land Commissioner, at their election, may declare this unit

. ‘agreement terminated.

Y. ACCOUNTING PROVISLONG AND UNTY OPEEATING AGKEEMENT. |1 the Unit Operator

is not the sole owner of workiny, interests, costi, and xpenses incurred by Unit
Operator in.conducting uni! ‘qu~rnfi-u1n‘}n‘rwnrub rochabl be paid and npportioned
among and borne by the owners of working intercsts, all in acecordance with the
agreement or agreements ont.oro 1 ointo by and b twoen fhe Tnit Oprrator and the
owners of working interasts, @l tinr ane or mor, v parats ly or <ollectively. Any

agrocment or agreements ontoroa into betwoon e weepsingeinterect owners and the




Unit Operator as provided in this section, whether one or more, are herein referred

to as the '"unit operating agreement." Such unit operating agreement shall aluo

provide the manner in which the working-interest owners shall be entitled to  :-

ceive their respective proportionate and allocated sh
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hereto in conformity with their underlying operating agreements, leases, or other
independent contracts, and such other rights and cbligations a- betweer Unit Operator
and the working-interest owners as may b. agreed upon by Unit Operator and the
working-interest owners; however, no such unit operating agreement shall be deemed
either to modify any of the terms and conditions of this unit sgreement or to re-
lieve the Unit Operator of any right or obligation established under this unit
ggreement. and in case of any inconsistency or conflict between this unit agreement
and the unit operating agreement, this unit agreement shall govern. Threz true
copies of any unit operating agreement executed pursuant to this section should

te filed with the Supervisor and one true copy with the Land Commissioner, prior to
approval of this urit agreément.

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

provided herein, the exclusive right, privilege and duty of exercising any aand all
rights of the parties hereto which are necessary or convenient for prospecting for,
proéucing, storing, allocating, and distributing the unitized substances are here-
by delegated to and shall be exercised by the Unit Operator as herein provided.
Acceptable evidence of title to said rights shall be deposited with said Unit Opera-
tor and, together with this agreement, shall constitute and define the rights,
privileges, and obiigations of Unit Operator. Nothing herein, however, shall be

construed to transfer title to any land or to any lease or operating agreement,

e
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being ratood thatl under this agreement the Unit Operator, in its capacity
as Unit Operator, shall exercise the rights of possession and use vested in the
parties hereto only for the purposes herein specified.

@. DRILLING TO DISCOVERY. Witkin six (6) months after the effective date

herecf, the Unit Operator shall begin to drill an adequate test well at a location
approved by the Supervisor, if on Federal land, or by the Land Commissioner, if on
State land, or by the Division if on fee land unless on such effective date a

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

such drilling diligently until the basement granite has been penetrated

and all beds of younper are tested , or until at a

lesser depth unitized substances shall be discovered which can be produced in paying
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quantities (to-wit: guantitres sufficient to repay the costs of drilling, complet-
ing and producing operations, with a reasonable profit) or the Unit Operatcr shall,
at any time, establish to thc satisfaction or the Supervisor if on Federal land, or
the Land Commissioner if on State land, or the Divisisn if on Fee land that further
drilling of said well would le unwarranted or impracticable; provided, however, that

Unit Operator shall not, in wny event, be reguired Lo drill said well to a depth

in excess of §!600 teet, Urtil the discovery of a deposit of unitized

substances capable of beinr wroduced in payving quantities &

nc Uait COperalor shall
continue drilling diligently one well at a time, zllowing not more than siy (6)
months between the completior. of one well znd the beginning of the next well, until
a well capable of producing unitized substances in paying quantities is compieted

to the satisfactidn of said Supervisor if it be on Federal land or of the lLand
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and., or the Division if on fee land, or until it is rea-
sonably proved that the unitized land is incapavle of preducing unitized substances
in paying quantities in the formations drilled hereunder. Nothing in this section
shall be deemed to iimit the right of the Unit Operator to resign as provided in
Section 5 hereof, or as requiring Unit Operalor to commence or coantinue any

drilling during the period pending such resignation becoming effective in order to
comply with the requirements of this section. The Director and Land Ccmmissioner
may modify the drilling requirements of this section by granting reasonable exten-
sions of time when, in their opinion, such action is warrantéd.

Upcn failure to commence any well provided for in this section within the
time allowed, including any extension of time grarted ' ' the Supervisor and the
Land Ccmmissioner, this agreement will automatically‘terminate; upon failure to
continue drilling diligently any well commenced hereunder, the Supervisor and the
Land Commissioner may, after 15-days notice to the Unit Operator, declare this

unit agreement terminated.

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

compleation of a well capable of producing unitized substances in paying quantities,
the Unit Uperator shall submit for the approval of the Supervisor, the Land
Commissioner, and State Division an acceptable plen of development and operation

for the unitized land which, when approved by the Supervisor, the Land Commissioner,

an
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ivisicn, shall corstitute the further drilling and operating obi‘gations
of the Unit Operator under tric agreement for the period specified therein. Thereaft

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

-




submit for the approval of the Supervicor, the aud Commissioner, and Stale Division

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

unitized land

L4 ——.aa 2

Any plan submitted pursuant to this section shall provide for the exploration
of the unitized area and for the diligent drilling necessary for determination of
ihe area or arzas thereci capable of producing unitired substances in paying
adequate as the Supervisor, the lLand Commissioner, and State Division may determine

to be necessary for timely development and proper conservation of the oil and gas

resources of the unitized area and shall:

{a&) specify the number and locaticns of any wells to be drilled and the

proposed order and time for such drililing; and

(b) to the extent practicable specify the operating practices regarded as
necessary and advisable for proper conservation of natural resources.r Separate
plans may be submitted for separate productive zones, subject to the approval of
the Supervisor, the Land Commissioner, and State Division.

Plans shall be modified or suppiemented when necessary to meet changed conditions
or to protect the interests of all parties to this agreement. Reasonable diligence
shall be exercised in complying with the obligations of the approved plan of develop-
ment. Thé Supervisor and the Land Comaissioner are authorized to grant a reasonable
extension of the six-month period herein prescribed for submission of an initisl
plan of dévelopment where such action is justified because of unusual conditiomns
or circumstances. After completion hereunder of a well capable of producing any
unitized substance in paying quantities, no further wells, except such as may be
necessary to afford protection against operations not under this agreement and such
ag may be specifically approved by the Supervicor, the Land Commissioner
ﬁivision, shall be drilled except in accordance with a plan of development approved

as herein provided.

11. PARTICIPATION AFTEK DISCOVERY. Upon completion of a well capable of pro-

ducing unitized substances in paying quantities or as soon thereafter as required by
the Supervisor, th: Land Commissioner, or the State Division, the Unit Operator
shall submit for approvel by the Cupervisor, the Land Commissioner, ancd State
Division @& schedﬁle,‘béséd on s2zbdivisions of the public-lan&gsurvey or aliquot
parts thereof, of all land then regarded as reasonably proved to be productive in

paying auantities; all lands in scaid schedule on approval of the Supervisor, the

Lané Commissioner, and State Division to constitute a participating area, effective

Ly
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as of the date of 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 distances shown on the last
approved public-land survey as of the effective date of each initial participating
area. Said schedule shall also set forth the percentage of unitized substances to be
allocated as herein provided to each tract in the participating area so established,
and shall govern the allocation of production commencing with the effective date

of the participating area. A separate participating area shall be established for

cach oeparaie pool or deposit of unitized substances or for any group thereof which

is produced as a single pool or zone, and any two or more participating areas so

established may be combined into one, on approval of the Supervisocr, the Land Comuis-
sioner, and the State Divisien. |VWhen production from tws or more parti
areas, so established, is subsequently found to be from a common pool or deposit
said participating areas shall be combined into one, effuctive as of such appropriate
date as may be approved or prescribed by the Supervisor, the Land “ommissioner, and
State Division. The participating area or areas £o established shall be revised
from time to time, subject to like approval, to include additional land then regarded
as reasonably proved to be productive in paying guantities or necessary for unit
Qperations, or to exclude land then regarded as reasonably proved not to be productive
in paying quantities and the schedule of allocation percentages shzll be revised
accordingly. The effective date of any revision shall be the fi. 3t of the month in
which is obtained the knowledge or information on which such revision is predicated,
provided, however, that a more appropriate effective date may be used if justified by
the Unit Operator and approved by the Supervisér, the Land Commissioner, and State
Division. No land shall be excluded from a participating area on account of de-
pletion of the unitized substances, except thap any partiéipating area established
under the provisions of this unit agreement shall terminate automatically whenever all
completione in the formation on which the participating area is hased are abandoned.
it 1s the intent of this sec!ion that a participa'ing area shall represent the
area known or reasonably estimated to be productive in paying quantities; but regard-
less of any revision of the participating area, nothing herein contained shall Se

construed as reqniring any retroactive adiunstment far produnction o
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the effective date of the revision of the participaling area.
In the absence of agreement at any time between the Unit Operator and the
Supervieor, the Land Commissioner, end State Division as to the proper definition

or redefinition of a participatiny area, or until a participating area has, or areas
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have, been established as provided herein, the porticn of all payments affected

thereby snall be impounded in a manner mutually acceptable to the owners of working

interests and the Supervisor and the lLand Commissioner. Royalties due th
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States shall be determined by the Supervisor for rederal lands and the lLand Commis-

sioner for the State lands and the amount thereof shall be deposited, and directed by
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ner, Lo be held as unearned money until a
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participating sarea is finally asproved and then applied as earned or returned in

)

accordance with a determination of the sum due as Federal and State royally of the
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basis of such approved participating area.
Whenever is is determined, subject to the aspproval of the Supervisor, the Land
Commissioner, and State Division that a well drilled under this agreement is not

capsble of production in paying guantities and inclusion of the land on which it is

T T U I T S

situated in a participating area is unwarranted, production from such well shall,

gt

! for the purposes of settlement among all parties other than working-in*erest owners,
} be allocated to the land on which the well is located urless such land is already

within the participating area extablished for the pool or deposit from which such

production is obtained. Settlement for working interes. bemefits from such a well

ehall ha mnda no mnrawiisd in the unis

enha’: mace ar proviatld 1o AT UnLe Qp&i’aﬁiu& agreener’ .

{ 12. ALLOCATION OF PRODUCTION. A1l unitized subst:ces produced from each

' participating area extablished under this agreement, ex::pt any part thereof used ir
conformity with gooa operating practices within the unitized area for drilling, opera- .
ting, camp, and other production or development purposes, for rerressuring or
recycling in accordance with a plan of development approved by the Supervisor, Land
Commissioner, und State Division, or unavﬁidéble lost, shall be deemed to be pro-

dnced equally on an ac;eage basis from the several tracts o6f unitized land of the
participating area established for such production and, for the purpose of determining
any, benefits accruing under this agreement, each such tract of unitized land shsll heva
ellocated to it such percentage of s;id production as the number of acres of such

tract included in said pa. ticipating area bears to the total acres of unitized

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

for purposes cother than for settlement of -the royalty, overriding royalty, or

payment out of production obligations of the respective working—interegt owners,

shall be on tne basis prescrited in the unit operating agreement whether in con-

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



agreed that production of unitized substances from a participating area shall be
allocated as provided herein regardless of whether any wells are drilled on any
particular part of tract of said participating‘area. If any gas produced from

one participating area is used for repressuring or recycling purposes in another
participating area, the first gas withdrawn from such last-mentioned participating
area for sale during ihe life of this agrcement shall be considered to be the gas
so transferred until an amount egnal to th

erred 3hall be so produced for

2]

sale and such gas shall be allocated to the participating area from which imitially

43

preoduced as such area was last defined at the time of suck final zrzduction.

I e

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

party hereto owning or controlling the working interest in any unitized lsnd having

e e

thereon a regular well locvation may with the approval of the Supervissr and the
Land Commissioner, and the Division as to privately owned land, at such party's
sole risk, costs; and expense, drill a well to test any formation for which a
participating area hss not been established or to test any formation for which

a participating area has been established if such location is not within said
participating area, unless within 90 days of receipt of notice from said party of

his intentior to drill the well the Unit Operztor elects and commences to drill such

a well in like manner as other welis are Arilled b the Uil Operator under this

______ J v

agreement.
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If any well driiled as atoresaid by a working-interest owner results in

production such that the land upon which it is situated may properly be included
in a participating area, such participating area shall be established or enlarged

as provided in this agreement and the well shall thereafter be operated by the

Unit Operator in accordance with the terms of this agreement and the unit operating

agreement.

,,,z If any well drilled as aforesaid by a working-interest owner obtains pro-

duction in quantities insufficient to justify the inclusion of the land upon thch
such well is situated in a participating area, such well may be operated and pro-
duced by the party drilling the same subject to the conservation requirements of
this agreement. The royalties in amount or value of production from any such well
shail be paid as specified in the underlying lease ana agrééments affécfed.

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

owiner wno is entitled to take ipn kirnd a share of the substances now unitized here-

under shall hereafter be entitled to the right to take in kind its share of the

vnitized substances, and the Lnit Operator, or the working-interest owner in case
-12-
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of the operation of a well by a working-inter- st ownrr as herein provided for in
special cascs, shall make deliveries of such roynlty share taken in kind in con-
formity with the~ applicable ~ontracts, laws, awi regulations. Settlement for roy-
alty interest not taken in kind shall bo made by working-inlerest owners :sponsible
therefor under existing contracts, laws., and regnlatiocns, or by the Unit Operator,
on or before the last day of <ach month for unitized substances produced during

the preceding calendar m ntk; provided, howsver, that nothing herein coﬁtainod
shall operate to relieve the lecsees of any land from their resprctive lease obli-
gations for the payment of any reoyaliies dus under itheir leases,

If gas obtained from lands not subject to this agreement is introduced
into any participating arca hereunder, for use in repressuring, stirulation of
production, or increasing ultimate recovery, in conformity with a plan of opera-
tions approved by the Supervisor and the Land Commissioner, a like amount of gas,
after sett;ement as herein provided for any gas transterred from any other parti-
cipating area and with appropriate deduction for loss from any cause, may be with-
drawn from the formation inte which the gas is introduced, royalty free as to dry
gas, but nof as to any products which may be extracted therefrom; provided that
such Qitpdrawal shalil be at such time as may bte provided in the approved plan of
operaticns or as may otherwise be consented to by the Superviser and ths Land
Commissioner as conforming to gocd petroleum engineering practice; and provided
further, that such right of withdrawal shall terminate on the termination of this
unit agreement.

Reyalty due the United States shall be computed as provided in the operating
regulations and paid in value or delivered in kind as to all unitized substanzes
on the basis of the amounts thercof allocated to unitized Federal land as provided
herein at the rates specificd in the respective Federal leases, or at such lower

rate or rates as may be authorized by law or regulationj provided, that for leases
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on which the royalty rate depends on the daily average produstion
average rroduction shall be determined in accordance with the operating regulations
as though each»participating area were a singlec consolidated lease,

Rojalty due on account of Otate lands shall be computed and paid on the
basis of all unitized substancrs allocated to such ilands, |

15. RENTAL SETTLEME!NT. Rqrntai or minimum wovaltiers due ~n leases committed

hereto chrell be paid Ly oworkinge-sntcrent owners o cpoenss bl thepctfor ander existing

contracts, laws, and rrgulations, provided that nothing herein contained shall




operate to relieve the losseecs of any land from their respective 1oase obligations
for the payment of any rental or minimum royalty dis under their leases. Rental
or minimum royalty for landc o the United States sudi-ct to thiu agreement shall
be paid at the rate specificg i e renpective Toacos frem the United States un-
less such rental or minimum royalty is waived, suspondod, or reduced by law or by
approval of the Secretary or his Jduly authoriz«d representative.

Reuntals on State of Www Mexico lands subjuct to this agreement shsll he
paid at the rates specificd in th- respective loasges.

With respect to any l.acr on non-Foderal land containing provisions which
would terminate surh lease unlese drilling oparatiosns arc commenced upon the land
covered thereby within the %tim thorein specified or rentals are paid for the pri-
vilege of deferring such drilling operations, the rentals required thereby shall,
notwithstanding any other provisios of this agre«ment, be deemed to accrue and be-
come payable during the term thercof as extendrd by this agreement and until the
réquired drilling operations are¢ commenced upon the land covered thereby or until

some portion of such land is included within a pariicipating area.

16. CONSERVATION. Operations hereunder and prcduction of unitized substances

shall te conducted to provide for the most economical and efficient recovery of

said substances without wascte, as defined by or purzuant to State or Federal law

ot 4 St

or regulation.
17. DRAINAGE. The Unit Operator shall take such measures as *‘he Supervisor
and Land Commissioner deem aporopriate and adeguatc to prevent drainags of unitized

substances from unitized land by wells on land not subject to this agreement.

18. LEASES AND CONTRACTS COWFORMED AND FXTENDED. The terms, conditions,

and provisions of all leases, subleases, and other contracts relating to exploration,

Pa
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ing, or oil or gas ¢on lands commiiied to this agree-

ment are hereby expressly modificd and amended to the extent necessary to make the

same conform to the provisions horeof, but otherwise to remain in fll force and

effect; and the parties hereto hereby consent that the Secretary, as to Federal

leases and the Land Commissicrn~r. as-io Statz leases, shall and each by his ap-

proval hereof, or by the approval hereof by his duly authorized repr:sentative,

3
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does hereby establich, alter, change, or revoks the :dArililing, producing, rental, - %

.. . o . . ;

minimum royalty, and royalty r«quirements of I ral and State leases committed §

hereto and the regulations in rcgpect thereto to contorm said requirements to the é
provisions of this agreement, and without limitirg th- generality of the foregoing,

C-1h- -
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all leases, subleases, and coniracts are particularly mondified in a-cordance with

the following:
(s) The development und operation of lands cubjoci to this agr:-ment under
the terms therof shall be deemed full performance o al! obligations for develop-

ment and oneration with roonect to cach ond oy
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to this agreement, regardless of whether thers 1o nny development of any particu-
lar tract of the unit area.
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{h) Dira ions porforuel hoereunder upon any tract
of unitized lands will be acceptod and deemed to b perforimed upon and for the

benefit of each and every tract of unitized land, and no leace shiall be deemed to

11 or produce wells situated on the land therein

[N

expire by reason of failure to dr

embraced

(¢) Suspension of drilling or producing operaticns on all unitized lands
pursuant to direction or consent of the Secretary and the Land Commissioner, or
his duly authorized representative, shall be decmed to constitute such suspension
pursuant toc such direction or consent as to each and every tract of un.tized land.
A suspension of drilling or producing operations limited to specified lands shall
be applicable only to such lands.

(d) Each lease, sublease, or contract relating to the exploration, drilling,
develcpment or operation fbr 01l or gas of lands other than those of the United
States and State of New Mexico committed to this agreement, which, by its terms
might expire prior to the termination of this agreement, is hereby extended bheyond
any such terms so provia.d therein sc that it shall be cuntlnued in full force and
effect for and during the term of this agreement.

‘(e) Any Federal leas- fir a fixed term of twenty (20) years or any renewal
thereof or any part of such lease wnhich is made subject to this agreement shall con-~
cinue in force beyond the term provided therein until the termination hereof, Any
other Federal lease committed hereto shall continue in force veyond the term so
provided fherein or by law au to thf land committed so long as such lease remains
subject hereto, prdvided that production is had id paying quantities under this unit
agreement priorAto the expiration date of the term of such lease, or in the event
actual drilling operations ar commenced on unitic-i tand, in accordance with the
provisions nf this agrecment, prior to the c¢nag ol the primary term of such lease
and are bheing dilj rosecnted at that time, such lease shall ve extended for

two years and so long thereaftcr as oil or gas ic preduced in paying quantities in

-1 -




accordance with the provisions of the Mineral lLeasing Act Revision of 1960.
(f) FEach sublease or contrari relatin

unitized substances from lands of the United States committed to this agreement,

which by its terms would expire prior to the time at whish the underlying lease,

as extended by the immedintcly precceding paragraph, will cxpire, is hereby extended

beyond any such term so provided therein so that it shall be continued in full force

and effect for and during the term of the underlying lease as such term is herein

extended

(g) The segregation of any Federal lLesse 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 hereiofore or hereafter committ i to any suck (unit) Plan em-
bracing lands that are in part within and in part outside of the area covered by
any such plan shall be segregated into separate leases as Lo the lands committed
and the lands not committed as cf the effective date of unitization: Provided
however, that any such lease as to the nonunitized portion shall continue in force
and effect for the term thereof but for not less than two years from the date of
such segregation and so long thereafter as oil or gas is produced‘in paying quanti-
ties."

{h) In the event the Initinl Test Well

e

s commennad prisr to the
date ¢f the shortest term State Lease within the Unit Aresa, any lease embracing
lands of the State of New Mexico which is made subjec% to this agreement, shall

1tinue in force beyond the Tterm provided therein as to the lands committed hefeto
until tﬁé tefmination herecf.

(i) Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, shall be segregated as to the portion com-
mitted and the portion not conmmitted, and the terms of such lease shall‘ap*ly
separately to such segregated protions commencing as of the effective date hereof;
provided, however, notwithstanding any of the provisions of this agreement to the
contrary any lease embracing lands of the State of Mew Mexico having only a portion
of its lands committed hereto chall continue in full force and effect beyond the

term provided therein as to all lands embraced in such lease, if oil or gas is dis-

covered and is capable of being produced in paying gquantities from some part oY

the lands embraced in such leani at the exviration of the socondary torm of cuch
lease; or if, at the cxpiration of the necondanry 1erm, the ledsee or the Unit Opera-
tor in then engaged in bonn Vide ddrilling or reworking oprrations on some part of

the lands embracod in cneh Vense, the same nr 0080 ab !l Tisnls cabincnd therain  cha
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remain in full force and <ffict o long as csurh operstions are being diligently
prosecuted, and if they result in the production ot <il or gas; sail lease shall
continue in full force and ~¥tfct ns te all of the ianis ombraced therein, so long

thervatfter as oll or gan in payiw quantiti-o 16 being produced from any portion

<

of =aid lands.

19. COVENANTS RUN WIti lali'.  The rovenants herein chall be construsd to ve

covenants running with the land with respect to thoe interest of the parties hereto
and their successors in interest until this agreement torminates, and any grant,
transfer, or conveyance, or irterest in land or leasrs subject hereto shall be and
hereby is conditioncd upon the assuumplion of all privileges and obligations hereunder
by the grantee, transferee, or other successor in interest. No assignment or trans-
fer of any working interest, royalty, or other interest subject hereto shall be
binding upon Unit Operator until the {irst day o! the calendar month after Unit
Operator is furnished with the criginal, photostatic, or certified copy of the

instrument of transfer.

20, EFFECTIVE DATE AND IERM. This agreement shall become effective upon

approval by the Secretary and the Land Commissicner or his duly authorized repre-
sentative, and shall terminat: five (5) years from said effective dzt~ unloss

(2) m

<
N
M
[
9]
o
-t

ivn is extended by the Director anid the lLand Com-
ﬁissioner, or

{b) it is reasonably d<l-rmined prior to the «xpiration of the fixed term
or any extension therecf that th: unitized land is incapable of production of uni-
tized substances in paying quantities in the formations tested hereunder and after
notice of intention to terminate the agreement on such ground is given by the Unit

Operator to all parties in intoroot at their last known addresses, thoe agreement

¢ appiuval of the Dupervisor and ihe Land Commissioner, or

{c) a valuable discovery of unititized substances has been made or accepted

on unitized land during said initial term or ision tnereof, in which ‘event

any &€x

the agreement shall remain in «ftect for such term and co long nas unitized sub

SiAO=~

stances can be produced as tc federal lands, and are being produced as to Stezte

»

for the cost of }:‘;"";‘d““:

ent 1o pas

e

lands in quantities suffic

gl

¥

& Laisc foiw wells on

i

unitized land within any participzting area established nereunder and, should pro-
duction cease, s0 lony thercafier as diligent operations are in progress for the
restoration of produclion or -iircavery ol new production and so long thereafter as

unitized substances so discoveres are produced ac aforeraid, or




it is terminated ws heretotor svided in this agreement. This agree-

¥

ment may te terminated at any 'ime Ly not less that 79 per centum. on an acreags
the working-interest owners signatory hereto, with the approval of the
visor and the Land Commissioner: notice of any siuch approval to be given by *he

Unit Operator to all parties hereto.

°1. RATE OF PROSPKCTING DEVELOPMENT. AND PRODUCTION. The Director is

hereby vested with authority te¢ alter or wodify rem time to time in his descretion
the quantity and rate of production under this agrecement wh

rate is not fixed pursuant to Federal or State law or does nol cenform to any state-

wide voluntary conservation or allacation nrogrom, yhich is eat

and generally adhered to by the majority of operators in such State, such authority
being hereby limited to aiteraticn or modification in the public interest, the pur-
pose thereof and the public interest to be served thereby to bte stated in the order
of alterstion or modification. Without regard to Lhe foregoing, the Director is
also hereby vested with autherity to alter or modify from time to time in his dis-
cretion the rate of prospecting and develcopment and thie quantity and rate of pro-

duction under this agreement when such alteration or modification is in the interest

violation of any applicable Federal or State law; provided, further, that no such
alteration or modification shall be effective as to any land of the State of

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

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

of New Mexico or privately owned lands subject to this agreement as to the quantity
and rate of production in the absence of specific written approval thereof by the
Division.

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

22. APPEARANCES. Unit Operétor shall, after hotice to oﬁﬁér parties affected,
have the right to appear for and on behalf of any and all interests affécted hereby
before the Department of the Tu;e;;cr znd the Commissionsr of Fublic lands and to
appeal from orders issued under the regulations of said Department or Land Commis-
sioner or to apply for relief from any of said regulations or in any proceedings
relative to operations before the Department of the interiar or the Tond Commicsicgner
or any other lega.ly constituted authority; provided, however, that any other inter-
ested party shall aiso have fhe right at his own expense to be heard in any such
proceeding.

2%, NOTICES. All notices, demands, or statements required hereunder to be

given or rerdered tu the parties here-o shall be deemed fully given if given in

- 15
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writing and personally delivered *o the party or sent Ly postpaid registered or

certified mail, addressed to such party or parties at their respective addresses

P
——

set forth in connection with th: oignaturce hercbo or Lo the ratitication or con-

sent hereof or to such other address as any such party may anve fuirendshed in weitin
4+
T

& party =cnding the nolice, 1emnand or statement.

2L,  NO WAIVER OF CEnTAL RIGHTS. HNothing in thic agreement contained shall

be construed as a waiver by any party hereto of the right to assert any legal or
constitutional right or defensn as to the validity or invalidity of any law of the
State wherein said unitized lands are located, or of tho United States, or regula-
tions issued thereunder inany way i lecting such party, or as a wailver by any such

party of any right beyond his or its authority to walve.

25. UNAVOIDABLE DELAY. All obligations under this agreement requiring the

Unit Operaior to commence or rontinus drilling or to operate on or produce unitized
substances from any of the lands cuvered by this agreoment shall be suspended while
the Unit Operator despi! the exercise of due carevand diligence, is prevented from
complying with such obligation:, in whole or in nart, by strikes, acts of God,
Federal, State, or municipal law or agencies, urnavoidable accidents, uncontrollable
delays in transportation, inability to obtain necocssary materials in open market,
or other matters beyond the rcascnable control of the Unit Operator whether similor
to matters herein enumsratc:l or nct. No unit obligaticn which is suspended under
11 bevosme dus 1ogs than thirty (%) days after it has been deter-
mined that the suspension is no longer applicable. Determination of creditable
"Unavoidable Delay" time shall be made by the unit operator subject to approval of
the Supervisor and the Land Commissioner.

26. NONDISCRIMINATION. I connection with the pertormance of work under

this agreement, the operator agreos to comply with all the provisions of section
202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319), as amended,

which are hereby incorporated by reference in this agreement.

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

shall fail and the true ownsr szrnot be induce< *o join in this unit agreement,

such tract shall be sufomaticwlly rogard-d as nat commiti..d nerecto and there shall
be such readjustment of faisre oot oand beneiits s omay be required on account of
the loss of cnich titte o te the covonin ot s divepate s e Lithe s to onny royalty,
working interest, or olher fnter b oabicct ety paneent or bllvery on account
ther-of may be withhel: witbhor Piability Yoo intoro ot anti’ the dispute 1s finally

settlodd; nrovided, thar, o o Coohopal sl DEate e o Yo, nio prpnents of

-19=




funds due the United Stales or 'he State of New Mexico should be withheld, but
such funds shall bte depositcd as directed by the Supervisor and such funds of the
State of New Mexico shall be deposited as directed by ‘he land Commissioner, to be
held a3 unearuned money pending final settleme-t of the title dispute, and then
applied as earned or returned ir accordance with such f{inal settlement.

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

28. NON-JOINDFR AND SIUBSFQUENT JOINDER. If the owner of any substantial

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

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

of this agreement by the T pervisor. BAny oil ur gas irterests in lands within the
unit area not committed heyeto prior to submission of this agreement for final
approval may thereafter b( tommitted her;to by the owner or owners thereof sub-
scribing or consenting to this agreement, and, if :he interest is a working interest,
by the owner of such interest also subscribing to the unit operating agreement.
After operations are commenced hereunder, the right of subsequent joinder., as
provided in this section, hv a wnrkina-interest owiter is suvject to such require-
wents or approvals, if any, pertaining tc cuch joinder, ~s may be provided for in
the unit operating agreecmenl. Afler {inal approval hereof, joinder bty a non-working
interest owner must bte consented to in writing by the working-interest owner
committed hereto and responsible fer the payment of any benefits that may accrue
hereunder in behalf of such non-working interest. A non-working interest may not

be committed to this unit unless the corresponding working interest is committed

i mEreement LUy & Working-~interest owner at bny time,

must be accompanied by appropriate joinder to the unit operating agreement, if more
than one committed working-interest owner is involved, in order for ihe interest

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

be provided, cubsequent joinders to this agreement shall be effective ac of the

first day of the month following the filing with the Supervisor, the lLand Commissioner,

ana the State Division of duly executed counlerparts of all or any papers
necessary to establish effective commitment of any tract to this agreement unless
objection to such joinder is duly made within sixty (6C) days by the Supervisor,
or the State Divimion; provided, however, that as to Otate lands all subsequent
Joinders must be approved bv *he CGumissioner. -

—
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23, COUNTURPARTS. ‘''hir agrorment may L oxoooutied in any number of counter-

parts no one of which necds to be sxecnted by al! partics or may be ratified or

consented to by separate inctruasent in writing oo cifien

—t

ly refsrring hereto and
shall be binding upon all thaose partics who hov o xocuded cuch o counlerpart, rati-

fication, or consent hereto with the same forewe and «ffect as if all such parties
had signed the same document and regardless of whether or not it is executed by all
other parties owning or claiming =n interest in the lands within the above-~described
unit area.

0. SURRENDER. liothing in this agreement shall prohibit the exercise by any
working-interest owner of ths right tec surrender vested in sucrh party by any lease,
sublease, or operating agroerment as to all or any part of th2 lands covered thereby,
provided that each party who will or might acquire cuch working intcrest by such
surrender or by forfeiture as horeafter set forth, is bound by the terms of this
agreement. o

If, as a result of any such surrender, the .warking interest rights a5 to

: such lands become vegird in any party other than the foo owner of the unitized sub-

stances, said party may forfeit such rights and further benefits from operation

hereunder as to said land to tho party next in the chain of title who shall be anAd

become the owner of such working interest. 4

If, as the result of any such surrender or forfeiture, working interest rights ‘;

become rested in the fee owner of the unitized substances, such owner may:
(1) Accept those working-interests rights subject to this agreement and

the unit operating agreement; or

(2) Lease the portion of such land as is includ:-d in a participating area
established hereunder subjrct to this agreement wnd the unit operating agreement.

(%) Provide for the ind p-ndont operaticn of cny part of such land that aré
not then included within a participating area nstabliéhod hereunder.

If the fee owner nf fthe arvitived enhetarces docs ot aotspl the working=

intercest rights subjioct o thic sympevment and the unit operating agreement or lease,

I

such lands as above-provided within six {(A) mont

e attor the

o)

feited working-interest rignts tecome vested in the fo= owner, the benefits and
obligations of operations ac rii:ygy to such lands under this agreemesnt and the unit
operating agreement shall oo rhared by the regaining cwners of unitized working

interests in accordance with th.ir rospective w rking int.rest ownerships. and

rich awners op workingg ot e chal b coapeer st e T L Dener 8 g Lied sitbe
¥, !

2 i
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stances in such lands by payirz sums cqual to the rentals, minimum royalties., and
royalties applicable to such lauds inder the Yease in offect when the lands were
unitizer.

An apprepriate aceounting and cettierment chall be made, for all venefits
accruing to or payments and «xp-nditures made or incurred on behalt of such surren-
dered or forfeited working int-re:st subsequent to the date of surrcender or forfeiture,
and payment of any moneys found to be owing by such an accounting shall be ma
between the parties within thirty %0) days. in the event no unit nnerating asros
ment is in existence and a2 mutually acceptable agrorment between the proper parties
thereto cannot be consummated, th: Supervisor riay prescribe such reasonable and
equitable agreement as he d.oens warranted under the circumstances.

The exercise of any righ’ vested in a working-intersst owner to reassign
such working interest to the party from whom obtained shall be subject to the same
conditions as set forth in this section in regard to the excrcise of a right to

surrender.

31. TAXES. The working-interest owners chall render and pay for their ac-

count and the account of the royalty owners all valid taxes on or measured by the

unitized substances in ard under or thot Gay Lo produced, gathered, and solid from

the land subject to this contrart after the effective date o

P-4 i LAVEe LR

+ey

13 - ~an ;
< 18 Y ST

upcn the proceeds derived therefrom. The working-interest owners on each tract
shall and may charge the proper proportion of said taxes to the royalty owners
having interests in said tract, and may currently retain and deduct sufficient of.
the unitized substances or derivative products, or net proceeds thereof from the
allocated share of each royalty owner to secure reimbursement for the taxes so paid.

No such taxes shall be charged to the United States or the State of New Meoxico or

to any lessor who has a contract with hic lessor who has a contract with nis lessee
which requires the lessee to pay such taxes.
37. NO PARTNERSHIFP. 1t is exprescsly agreed that the relation of the pariies

here ., is that of independent contractors and nothing in this agreement contained,

______ . , Dor any Ovcvratlsuas conducted hersunder, shall create or be

deemed tc have created a partn rohip or association brtween the partics horsts or

any of them,

PR " S
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be executed and have got

ATTEST:

this agreement shall modify or ~hance eftier
J d
irface

mare a part of 0il and Gas | oases covering, lanis wi‘hin

‘Pe Crecial Poderal lence af ip-

TALTIEment o b e o1l

Federnag

wndoenvironmen! ! protest ion, attached to and

within the Unic Aren,
e parties herelo b 01 e fotreenment to
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Norman L. Stevens, Jr., Vice-President
Addresc: p o, Box 1518
Roswell, New Mexico

88201

T-5-C-7-//

of

ENIT o0
STATE OF __New Mexico ) -
1.
COUNTY OF cChaves )
Tne foregecing insty mernc wn: nennmowiedpet favoee me U1 g day
April R "1 . by_ Norman L. Stevens, Jr. who

is Vice-President

of head & Stevens, Inc, a

New Mexico

corparation, for and on tehalt of nnid Corporation.

(State of Incorp )
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. UNIT OUTLINE
TRACT NUMBER

FEDERAL LANDS

FEE LANDS
80.00 ACRES - 3.11%

2,571.51 ACRES -100%

Ta '
: Reoga_ Ed Phillips wo}- .
igSisvens LG-9258 L-5439 \ ]
B L-5439 219l oy
{ 22 S :
' s-1 %! @ ¢
R-26-E ' ;
'---.----------------. 4 06' 5101‘ '
Hinexco ) ; = IColorado | Marathon Oil 3
® N _ or.omon Oil mm 3 L -5029 '
: 5% 7% Ls-slz-g Hap- 22 PEe HBP '
' P IR T :
-t A1 (7 (3) :
4,47
4 : J6 3 od aJIColorono lReod B :
- — Cc&omd;’) Sievens [LS 3372 [Stevens i
CE (4) LG 3872 [ Te270 | 2-1-91|L-6270 |9
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: @ | © @ <O |}
H Stote 40.77 ' _ State ] _ -
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3
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: 40.2! 40,1377/ 4003, /40.03../3/‘14,39. 2 :
W36 5, Al
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EXHIBIT ‘4"

Hernandez Oraw Un/t

Chaves ‘County,

STATE OF NEW WMEXICO ILANDS
1,649.43 ACRES - 64.14%

842.08 ACRES-3275%

New Mexico
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SCHEDULE SHOWING ALL r»zcm AND OWNERSHIP
WITHIN THE UNIT AREA
HERNANDEZ DRAW UNIT - CHAVES COUNTY, NEW MEXICO

- Te

TERCY CESCEIPTION k2. OF SERIAL NO. & LEASE BASIC ROYALTY LESSEE OF RECORD OVERRIDING FITALTY WCRKING INTEREZT
. ATRES ZXPIRATION DATE & PERCENT AND PERCENT AND PERCENT AND PERCELT
FEDEKAL LANDZ
. wnwcu. Tl e, LMEN 221,60 NM=-15£969 USA Kerr-McGee Curp, Billie =iiinson .5 Roerrelctae Lo,
eI, IioLowr 8-31-83 12.5 Irene 7, Fellis 2.2 P
g, LTeil, Raegfan, NMEM 520,48 NM=-32166 Usa Mesa Petroleur Co.x 50.0 Kichard¢ L. Goodman =.C Pesd bet, Lo
<eT. ‘i Lots 1,Z,3,6, ShiNi, 1-31-88 12.5 Public Lands Expl. 50.0 Sl
Nily, IELZEL ;
Dozl ZIZ7II 0 izres Federal Land ¥issignment  from Mesa Petroleun Co. to V00
STATE OF NEW MEXICO LANDZ
2. I=sel, Re2T7eE, NMPM 201.82 ==5029 State Marathon 0il Cs, All lone Marathon Uil
Te, i1: Lot 1, h=y HBP 12.5 Ca ALl
4. Tanel, Rw26-Z, NMPM 4860.00 L5247 State Marathon 0il Co. All None Mzrathon Oil
e, 38: EzWy, Es 3=-1-31 12.5 ‘ Cc. All
5. T=4-5S, R-27-E, NMPM 124,25 L~5439-1 State Read & Stevens, Inc.All hone Read & Stevens
Sex. 30: Lots 3,4, NERSEL He =81 12.5 Inc, All




- .

€. TebaS, K=27-E, NMPM 261,47 L-6270 State Read & Stevens, Inc.All MNone Read & Stevens, Inc
Sec. 31: Lot 2, Efowi, 6-1-81 12.5 All
E3SER _
T, Tebkel, R-27-I, 'PM 241.89 LG-3372-1 State Colorado Interstate: Colorado Interstate Colorado Intersta-e _
cec, i Lons 4,6, E3NWi, 2-1-86 12.5 Gas* All as 6.25 Gas sl
WrlEg Leo Lammers 1.0
Z. T-4=5, R-26-E, NMPM 160.00 LG-7678 State Inexco 0il Co. All Ylone Inexco 0il Co. . Ail
SeC. 2€: Wraj 2=1=90 12.5
o Tesel FelTeR, NEM 220.00 .G=9258 State Ed Phillips All Yore Yo oFhillips R
T il Fisas, mran:, Z=1=91 12.5
V. Tefel, BEozELT, NMPM 40.00 Open State-~ Unleased
Sec. i lagizz
Total 1,649.43 Acres State Land : .
Patented (ee) land
TLoTeSel, Fagior, oMz 80.00 Fee Fred Van Eaton, Jr. 2.34375 Read & Stevens, All Hlone kead & Stevenz, |
cec, i Zila: 1-4-86 Louise A. Van Eaton 2,34375 Inc, - Inc. ALl
Hazel A. Van Eaton 4.,68750
Gertrude L. Van Eator 2.34375
Annette Threecweek 2.34375
Ira T. Van Eaton 2.34375
Miller Ray Van :aton 2,34375
Recapitulaticn

B42.08 Acres Federal Lands; 32.75%
1,649.43 Acres State Lards; 64, 14%
80.00 Acres Fee Lands: 3.11% ®Colorado Interstate Gas is to convey 100%
Total 9 to Lawbar Petroleum, Inc., reserving a 6..25% override.




COMURHL QD HADIFICAT
HERNALUE™ LA UNTT AGRESMLLT

CHATLD DOty ey MUN LG

The undersigned (whether one or more), hereby acknowledges receipt of
a copy of the Unit Apreencnt for the Development and Operation of the Her-
nandez Uraw Unit Area embrucing lands situated in Chaves County, MNew Mexico,
which sald Agreement is dated the 15th day of February, 1981, and acknowledged
that they have read the same and are familiar with the terms and conditions
thereof. The undersigned, zlso being the owners of the leaseh
or other interests in the lands or minerals onbraced in said Unit Area, as
indicated on the schedule attsched to said Unit Agreement as Exhibit "gr,
do hereby consent thereto and ratify ail of the terms and provisions thereof,
exactly the same as if the undersigned had executed the original of said
Unit Agreement or a
IN WITNESS WHERECE, this instrument is executed by the undersigned as

of the date set forth in their respective zcknowledgments.

KERR-HCGEE CORPORATIUN

By: lfsr ’”k~/7
R. C. Horner, .
Attornev-in-Fact

T -

STATE OF

COUNTY OF

The foregoing instrument was acknowledged belore me this day of
, 198 ., by .
My Commission Expires:
tloLtary tublic
CORPORATE

araTk nF  OKLAHOMA

— e
.

COUNTY OF OKLAHOMA

The foregoing instrument was ackrowledged befoure me this _ 20th day of

Aprit . UE 1, by £. G. Hormer, Jr. *

A::o;nel-in-Fact » RXXXKIXNXXXXXfor Kerr-McGee Corporatio# a Delaware ’
corpoéat:on, on behalf of said corporation.

r,\’\-\". -”
S :.. -}‘ 0
(o ;(atHy'Cdm&Lscion Expires:
¥

v,

‘@rﬂénwn5sux1£xp”es / /
10 Aueustle 1984" T P A /,/ 7L“ /




SVIDENCE OF AUTHORITY OF OFFICERS AND
DULY AUTHORIZED AGENTS AND/OR ATTORNEYS-IN-FACT
TO EXECUTE INSTRUMENTS AND DOCUMFNTS IN CONNECTION

avy LUuaNELL LON

WITH LFASING AND OPERATION OF FEDERAL LANDS

I, CARTER G. DUDLEY, Assistant Secretary of KERR-McGEE CORPORATION, hereby
solemnly swear that as of the dore hereol the foll

ov¥ing persons are duly elected
officers of Kerr-McCee Corpouraton, a corporation organzied under the laws of the»

State of Delaware, and hold the office set opposite thefr respective names:

D. A. McGee Chairman cf the Board and
Chief Executive Officer

J. W. McKenny Vice Chairman of the Board

F. A. McPherson President .
C. F. Miller Vice-President

William E£E. Heimann o Vice President, General

Counsel and Secretary

R. D. Robins Vie ident, Treasurer

e Pres
and Assistan% Bccretary

Carter G. Dudley Assistant Secyrat

and that as of the date hereof the following persons are duly authorized

1]
"

torneys~in-fact for said corporation, to-~wit:

R. G. Horner, Jr. Attomey-in-Fact

G. A. Ratcliff Attorney-in-Fact

THAT the above Chairman of the Board, Vice Chairman of the Board, President
aud Vice Presidents are, in accordance with the Bylaws of Kerr-McGee Corpsration,
fully empowered to execute all instruments and papers for, and in behalf of said

Corporation. in connection with the leastnz ond gperation of U. S. Government Landa

for oil end gas pisiposes, and the Secretary or Assistant Secretary is authorized to

affix the geal of this Corporation to said instruments and when so a®fixed, to
attest the name, for and in behalf of said Corporatisa aud thac their actions to
executing eame will bind said Carporation to full performance of all obligations
thereunder.

THAT the above Attorneys-in-Fact are, in accordance with the Powers of Attormey,
duly authorized and fully ompowered io emier into, exrcure, deliver,

in

IEO
?
[}]
3
(A4

iiie

"

he

simenae ¥
sew WS LG L

courwe of the Corporation's business those certaln fustruments and
documents relating to propertics and interests of the Corporation or as may be
acquired by the Corporation locatcd in any State of the United States where the
Corporation I8 registeryed or gualificd to conduct bLuzincss, fncluding but not

limited to Public Domain Land: and Acquired Lands of the United States of America,




Fl

ing Outer Contincutal Shelf Lands of the United States of Ame

rica, all of
which said certain instruments and documents arc more particularly identificd or

described in the aforesald Powers of Attorney,

.4 .. V..
UL CALC UG

A A i
2T~ s e ..” .
v R ! [ EPESEE . —~
"" c'_'l ,:-.! ‘.\.45-‘_‘ \‘.
S Y RO N
31,1z.: . Carter G. Dudley

Assistant Secretary

» 1981.

j:) jg tS >
" ™ Nqgtary Public Ul

In and For Oklahoma County
State of Oklahoma

My Cc-licaion_zxpirea:

I, V82
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(. POWER OF A'l"l'OE;.z\’i-'.‘x'(

Kerr-MeGee Corporation, a Delaware corporation, with an office at
Oklahomu City, Oklahoma, hereinaller sometimes veferred to as the "Company”,
acting by and throu 'h the undersiyned officer hercunto duly authorized by
Rusolution adopted by its Board of Directors on the 8th day of May, 1978, by
these presents does make, constitute and a2ppeint R. S MISEELL, JR. with the
full authority hereinaiter provided, its true and luwful agent and Attorney-in-
Fact, authorized and empowered on behall of ithe Company and in the Company's
name, place and stead, and for the sole and exclusive benefit of the Company
and not in behalf of any other person, corporation or asscciation, in whole or in
part, o eater into, execute, deliver, [ile and accept in the usual course of its
business the following described instruments and documents relating te
properiies and interesis of the Company or as may hereafter be acquired by the
Company located in any Statz of the United States of America where the
Company is registered or qualified to ccnduct business, including but not
limited to Public Domain Lands and Acquired Lands of the United States of
America but excluding Outer Continental Shelf Lands of the United States of
America:

(1) Any and all instruments relating teo the acquisition, purchase
or ownership of oil and gas interests and other mineral interests,
including but not by way of limitation, permits, offers, applications and
bids to leass oil and gas interests, and leases for oil and gas interests,
and permits, offers, applications and bids to lease other mineral
interests, and leases of other mineral interests, and instruments for the
acceptance of assignments to the Company of oil and gas leases and other
mineral leases or interests therein (including assignments of workine and
operating rights, royalty interests' and subleases) covering said lands
and, without limitaticn, contracts, option agreements and farmout
agreements for conveyances, transfers or assignments of oil and gas
interests or other mineral interests to the Company together with
applications for approval thereof by the appropriate governmental
authority;

~ {(2) stipulation concerning the use of the surface of any such
lands under oil and gas leases or leases for other minerals and any and all
other stipulations concerning operations under said leases.

{3) AlL statements of interests and holdings and all other
statements and declarations required or which may be required of an
offeror lessee or assignee by governmental statutes, rules, regulations or
proclamations, and the Company hereby agrees to be bound by such
representations and declarations of said Attorney-in-Fac: and waives any
and all defenses which may be available to the Company to contest,

negate, or disaffirm the acts of the Attorney-in-Fact under this Power of
Attorney;

(4) Applications for extensions and renewals of oil and gas :nd
cther mineral leases and applications for exchange leases, modifications of
leases and acceptances thereof;

(5) Any and all instruments rclating to the transfer, sale,
conveyance, assignment, release or disposal of oil and gas leases or other
nmineral leases or applications or offers therefor or any interests therein
covering any of said lands, including but not limited to: farmouls orf
agreemeiits - for farmout of - leases in whole or in part; assignments,
transfers or conveyances of leases (including assignments of working or
operating rights as well as the record title) in whole or in part;
subleases, releases, surrenders, fo:feitures, or relinquishment of leases
in whole or in part; withdrawals of applications or offers for leases;
instruments creating, assigning or otherwise pertaining to rovaltiec
overridiny royalty inierosts, produciion paymenis, carried interest, net
profits interest or any of same;

(6) Any and all instrunents relating to the pooling or unitization
of leasehold, royzlty or other interests in oil and gas and cther minzrals
in a2ny of said lands, inciuding but not limited to: wunitization agreements;
communitization agreements; unit agreements; unit operating agreements;
pooling agreements; ajpreements or declaratinns expanding, contracting or
terminating units, agrecoments or declarations desirnating unit operators
and successors thersto or suboperators; ratiflications and joinders to unit
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agreements and unit operating agrecmonts and consents to such
vatifications and joinders; applications for approval of unit areas and all
other instruments submitted to or filed with governmental authorities
pursuant to the statutes, rules and regulations pertaining o pooling and
unitization;

(7) Any and all other instruments relating to exploration,
development and operations under an oil and gas or other mineral lease
covering any of said lands, including but not limited to: operating
agreements, designation of operator or agent; acreage contribuiion
agreements. dry hale contribution agresments; bottom hole contribution
agreements; surfece lzaszs anl zzplications for and acceptances of
surface leases, easements, rights-of-way, special use permits, and
seismographic =nd geophvsical or geological exploraticn pecmniis or
licenses; salt water disposal agreements; subordination agreements;
compensstory royalty agreements; bonds and indemnities of lessee,
licensee, permittee, or operator; applications, reports, exhibits and other
instruments or documents required or permitted by governmental
authorities in connection with the conduct of the business of the
Company; storage agreements; and actices;

(8) Instruments modifying, supplementing, amending, reaewing,
extending, ratifying, releasing, surrendering, canceling or termicadsg
any and all of the aforementioned types of instruments and documents;

with such tems-and conditions as said Attormey-in-Fact shall deem proper and
advisabie, giving and granting unto said Attorney-in-Fact full and complete
power and authority to do and perform any and all acts and things whatsoever

necessary and requisite to be done as may be necessary and proper in the
premise. ‘ ,

Kerr-M.Gee Corporation hereby declares that each and every act, matter
and thing which shall be given, made and done by such Attorney-in-Fact in
pursuance of these presents shall be binding upon the Company as fully and
amply. to all intente and purposes, as if such instruments had been duly
executed and delivered by an executive officer of the Company; Kerr-McGee

Corporation hereby ratifying and confirming 21 that the said Attornmey-in-Fact
shall lawfully do or cance o ha Aana he virtuc hereof

% ah Al AACE QUL .
Revocaticn ¢f this Power of Attorney, in order to be effective, must be in
writing, executed by an officer of the Company and filed or registered in the
respective governmental office or agency where the Power of Attorney is filed.

In Witness Whereof, Kerr-McGee Corpcration has caused its name to be
subscribed and its corporate seal to be affixed this §T day of
M ay , 1975. L A—

.ATTEST: KERR-McGEE CORPORATION

bazr p

By N\ (1 77 ,/,4,@

Vic/é Chairman of the Board 4
VN ! . L:/
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ACKNOWLEDGMENT

STATE OF OKLAHOMA

) .
) OO
COUNTY OF OKLAHOMA 3
Cn this >3 b d-:-!\.’ of AT !978, hi-fnre ma ko ... .

\ . ; s AdZEQ . DEeLOT L1+ i Ui >

Notary Public in znd for the "Couniy and State aforesaid,. persona‘{l‘;raalg;:gx:e;
N IR A + & me Xnown to be the identical person

who signed the nase of the maker thereof to the within and foregoi

instrument as its Vice Chairman of the Board and acknowledeed to me that he

executed the same as his free and voluntary zct and deed, and as the free and

voluntary act and deed of said Corporation, for the uses and purposes therein
set forth.
| “.:”,(‘?.iven under my hand and seal the day and year last above written.
:': -" .\“- ' “'
i My com '§sf;i?n,'5expires:
"- . ‘4 ‘ - \\.' ..‘-' ".
SRR 45 )Y b
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HERNAKDEZ DEAW UNIT AGREWSLENT

CHAVES COUNTY, NEW MEXICO

The undersigned (whether one or more), hereby acknowledges receipt of
a copy of the Unit Agreement for the Development and Operation of the
nandez Draw Unit Area ¢mbracing lands situated in Chaves County, New Mexico,
which sald Agreemeni is daied ihe 15th day ot February, 1981, and acknowledged
that they have read the same and are familiar with the terms and conditions
thereof. The undersigned, alsoc being the owners of the leasehold, royalty,

or other interests in the lands or minerals embraced in said Unit Area, as
indicated on the schedule attached to said Unit Agreement as Exhibit "B",

do hereby consent thereto and ratify all of the terms and provisions thereof,
exactly the same as if the undersigned had executed the original of said

Unit Agreement or a counterpart thereof.

IN WITNESS WHEREUN, thls instrument is executed by the undersigned as

of the date set forth in their respective acknowledgments.

MTS LIMITED PARTNERSHIP

STATE OF )
)SS.

The foregoing instrument was acknowledged before me this day of
, 188 , by .

My Commission Expires:

Notary Public

CORPORATE

STATE OF TEXAS )

e
-t o

COUNTY OF )

The foregoing instrument was acknowledged before mc this  24th  day of
. April » 1961 , by _ MARION E. CAUSEY, Attorney in Fact ,
KA X &br,Mbsa Petroleum Co., a Texas corporation, in the capacity therein staged.

Y :ﬂ Pt 7 ~ -
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U May 19, 1981 , . o L
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CONSUNT AND NATIV:  rrom
HERNANDLD UHAY 0T AGHuiaoy
CHAYES COUMNTY | NEW MEYICO

The undersigned (whethor one or morej, hereby acknowledgrs recelipt of

a copy of the Unit Agreement fopr the Development and Operaticn of the Her-

nandez Draw Unit Aren embpu iCiiyg lands situated in Lhaves County, New Mexico,

which said Agreement is dated the 15t day of' February, 1981, and acknowledged

thal ihey have reac the sume -ind are familiar
thereof. The unde ned

e d
e unde {‘a"

with the terms and conditions

eing the owners of the leasehold, royalty,

b RN
» dL30

cr other interests in the lands or minerals cmbraced in said Unit Area, as

3

indicated on the schedule attached to said Unit Aprecment as Exhibit "y,

do hereby consent thereto and ratify all of the terms and provisions thereof,

exactly the same as if the undersigned had executed the original of said
Unit Agreement or a counterpart thereof,

IN WITNESS WHEREQF, this instrument is executed by the undersigned as
of the date set forih in their respective acknowledgments. .
3 PUBLIC LANDS EXPLORATION, INC.
’ By: “\ ) P \J . € ~
: Don E. Williams, Vice President
j INUIVIDUAL
i
g STATE OF )
i )SS,
i COUNTY oOF !
i

The foregoing instrument wis acknowledeed before me this

. 198 » by

day of

My Commission Expircs:

Hotary bublic
CORPORATE

STATE OF TEXAS

COUNTY OF ° DALLAS

)
Yoo,
]

The foregoing instrument Wi acknowledped betore me thig _?j day of

April o WL by Den B W b ; -
, Vice Precident or ubltc Lunds !\p!udeLnn lﬂf' a Texas
corpbvatﬂoﬁ 'On behalf ot caid corporation.
.‘._ (/"l-
COmmlsston Lxﬁtrod:
g ‘ SO > , ot '/'; //




CONSENT ..o RATIFICATION
HEFNALDEL DRAW UNIT AGREEMENT

CHAVES CCUNTY, NEW MEXICO

The undersigned {whether cne or more), hereby acknowiedges receipt of
a copy of the Unit Agreement for the Development and Cperation of the Her-
4

nandez Draw Unit &

in Chaves County, New Mexico,
which said Agreement is dated the iSth day of February, 1981, and acknowledged
that they have read the same and are familiar with the terms and conditions
thereof. The undersigned, also being the owners of the leasehold, royalty,

or other interests in the lands or minerals embraced in s2id Unit Area, as
i

indicated on the schedule attached to said Unit Agreement as Exhibit "Bn,
do hereby consent thereto and ratify all of the terms and provisions thereof,
exactly the same as if the undersigned had executed the original of said
Unit Agreement or a counterpart thereof.
IN WITNESS WHEREOF, this instrument is executed by the undersigned as

cof the date set forth in their t'espective acknowledgments.

% MARATHO§22£29£O%fﬁ§}f '
: 22/ “Fuﬁ

By: 2
E. W. Vind, Attorney-in-Fact and
ivision oration Manager

TN _ =2 _d
INDIVIDUAL [ 12 ~ /

ORI PN IS

The foregoing instrument was acknowledged before me this day of

, 198 » by .
My Commission Expires:
Notary Public
CORPORATE
STATE OF TEXAS X
¥
COUNTY OF MIDLAND }
The foregoing instrument was acknowledged before me this 22nd day

ATTORNEY-IN-FACT AND
of April ___, 1981, by E. W. VIND,/DIVISION EXPLORATION MANAGER of

MARATHON OIL COMPANY, an Ohio corporation, on behalf of said corpotati?nf"}

PRIV, /b
My Commission Expires: qféif "7
/ / - "_/ K‘ = E .. . E "u
2-28-85 £ o o axn . NQw , i
- Notary Public in and for. - e

Midland County, Texas . /e .o\
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LIFETD 3 50R OF ATTOREY

f KNOW ALL IFFN BY THESE PRESENTS:

THAT MARATHON OIL CGPANY, an Ohio corporation has made, constituted
and appointed and by these pmscntv does make, constitute and appoint
E. W. Vind, Houston Division Fxploration Manager, its true and lawful attorney,
glving and granting unto ts said attomey f‘u!l p\n v and authority to
execute for it and In its 1ven:, pince and stead, and for its sole and ex-

cluslve benelit, and not on Lohalf of any other person in vhiole or in part:
(a) Offers to Icase and lrins for 011 o8 Grs woder the

the Act of February 25, 1920 (41 Stat. 437; 30 U.S.

amended, and the Act of Awust 7, 1947 (M qt at. 91

N
\
3'31 3)9[, a5 anenis u,

(b) Assignments thercof;
(c) Applications for Appioval of Assigments thereof

U) any other instrunenis in connect

3
limited to — 31l statcirals of in
of Marathon 0il Coxprny; and

Ty
FR IS4

erewith jncluding - but not
st and of holdings on behalf

on t
temn

n

(e) all other stateurnts poisnitted or mquired by szaid Acts and
regulations promulgated pursuant thereto;

covering lands and/or minera) rights therein cuned by the United States.

Marathon 011 Company agrces to be bound by such representations of the
aforenamed E. W. Vind and vaives any and all defenses which nay be avajiavble
Lo NMarathon 011 Company to contest, nogate or disaff im Lhe actions of said
E. W. Vind as its attommey-in-fact, under this power of atto:ney.

bt M s AL A e e

This Limited Power of Attorney shall remain in full force and effect
! until a duly executed instruneni of revocation is furmished the Area Land
Office of ¢ he Burcau of Land Fanagerment wherein said Fower is being utilized.

WITWESSES: FARATHOY OIL COMPANY

40 O % =
R 1) Q. FeoherO Attest:

Asst. Scerctary

¢ .

STATE OF OHIO )
. ) SS:
COUNTY OF HANCOCK )

. Before me, a Notary Public In ard for said counly and state, on

" this day personally appeared  R. R, Burke ___and F. H. Jones _ _
Jnown to me to be the perscns vhose nanss are subscrited Lo the foregoing
Instrenent 2nd K Lo me Lo pbe Vice Fresident and fssistant %cretax*y,
respectively of MARATHON OIL COMEANY, an Chio Cov'rﬂr'a ion, which executed
the foregoing instrumwent, and wihn, being fipst duly suc

:5

to ne the execution of the Turepaing st rus “nt m the
behalfl of sald corporation as such of ficors resiectively; thut the cmne
is their free act and deed as sustcoflicers reng ot ively nnd the free
and corporate act mxd dead of soid corporation for thee oo el purpenen
therein cxpresaed; that they o cothorioed thoon oo by Ttn nnd of
Dircetors; and that the senl o071 Lo cobd ot cont Tt corporale
seal of such corporation.

sy} edped
e of and upon

re e

.'.\
B

nn

IN TESTDIONY WHKREOF, 1 ?:':‘." Voorearto ottt 3 oy v and

\,v

affized my official s~al at Finil v, Chio, this Septesher 1
1979 .

s ;,/, ,/ | . f/(-./!._,m? 5l (g;z,,(/,b
ey i M!C
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CoNSENT AUNL RATIE cCAdon

HERMNALD WD DRAW GHIT AGEHEEMENT

CHAVLS COotlnyY, NEW MeXiCo

The undersigned {whether one or more}, hereby acknowledges receipt of
a copy of the Unit Agreemcnt for the Development and Operation of the Hera-
nandez Draw Unit Area embrucing lands situated in Chaves County, MNew Mexico,

which said Agreement is dated the 15th day of’ February, 1981, and acknowledged

-~ - AL a2
wihivA L

oing
thereof. The undersigned, alsoc being the owners of the leasehold, royalty,
or cther interests in the lands or minerals embraced in said Unit Area, as
indicated on the schedule attached to said Unit Agreement as Exhibit "B",
do hereby consent thereto and ratify all of the terms and provisions thereof,
exactly the same as if the undersigned had executed the original of said
Unit Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgments.

Vice President

'STATE OF

COUNTY OF ;

The foregoing instrument was acknowledged before me this day of
y 198___, by ' .

My Commission Expires:

Notary Public
CORPORATE

STATE OF Texe ¢ ) .

YUl

COUNTY OF _Aopwris )

;ﬂL

The foregoing instrument was acknowledied betore me Lhis .25///’day of

,ﬂ 7 s s I s et ~ - .
Zr iy y O UY s A E3TC ) ’

T K- |~ "rrovn )

LAND GEPT,

Vieg . Prosident oo éémz_zgédéf;.?ijsﬁ’ngz,ﬁ_ﬁféﬂm

7

’ ’,
[P
.. ‘(/",

_carporatton, on behalt of ond corporation,

ll

i ﬁyﬁgbﬁmission Expires:

e
[ ¢

e . 1 B
RS [RIRAIY T A I SR

M AWN finatr
Notary Pedle an e Uiy Harne oty Toras
My Curnns o g ies

S d7 . ..4.‘-_”ﬁ_’ ‘;22232<,<4:3_ am agii:zz::::==p\
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The undersigne (mthu-mu-m). wmxm receipt of
umofmwtlmtl‘ormm”mmumormu«-

mzmmmmmmnmwuummmwu-——

nwmm. m.tnltmmtumbymm-rgigeeeaz
ﬁ&mmmngrmn-&uﬂmn.

A\
ML LAWBAR PETROLEUM, INC.
\ . ) o . - o AN
Ry K ¢ :,af [? A M . BY i M1 Lo <, - \
Secretary i
i
\
_ INDIVIDUAL
STATE oF )
1S5,
COUNTY OF :
The foregoing instrument was acknowledged befors mc this day of
» 198, oy .
My Commission Expires:
Notary Public
CORPORATE

OTATE OF _california )
— )58,

COUNTY OF Los Angeles )

The foregoing inatrument was Scinowledged before me this 22nd  day of
Anxril v 3531 _, by _ Lawrence E. Scott

s President of Lawbar Petroleum, Inc. Delaware

corporstion, on behalf of patd corporation.

My Commission Expires:

December 28, 1982

- NCTARY PUBLIC CAL ¥ ORtiA
PPNCIPAL OFFICE 1N
q LOS ANGELES COUNTY
{2 DR S T




BERRANIELD DLW UNIT AGKEEMENT

CHAVLD COUNTY, NEW MEXICO

The undersigned (whether one or more), hereby acknowledges receipt ~f
a4 copy of the Unit Agreement for the Development and Operation of the Her-

randez Praw Unit Area embracing lunds situated in Chaves County, New Mexico

. “ 3 & . : soan ey -

which said Agreement is dated the 15th day of February

T
b

581, and acknowledged
that they have read the same and are familiar with the terms and conditions

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

or other in 53 ia the lands or minerals embraced in said Unit Area, as
indicated on the schedule attached Lo said Unit Agreement as Exhibit "B,

do hereby consent theretc and ratify all of the terms and provisions thereof,
ezxactly the same as if the undersigned had executed the original of said
Unit Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this instrument is cxccuted by the undersigned as

INDIVIDUAL 4

egﬂnnegpxng instrument was acknowledged before re this ;712a&jday of
» 1987 , by {47/ / ///,,(/ .

Ll (g ) L L

Notary Public

CORPORATE

(Al tl el AP AN o]
wE K T

e
[P

COUNTY OF

—— e wl

The foregoing instrument was acknowledged before me this day of

, 1B , by

y» Presidem or "

[
————— e e e 4 e e - e - e

corporat.ion, an behatr cfand Corporat ton,

My Commission Expires:

Hotary tublic
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: CHAYVES COUNTY, NEW MEXICO

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

© i A o

a copy of the Unit Agreemcnt {or the Development and Operation of the Her-

PR

nandez Draw Unit Area embracing lands situated in Chaves County, New Mexico,

n

which said Agreement is dated the 15th day of February, 1981, and acknowledged
§ that they have read the same and are familiar with the terms and conditions
thereof. The undersigned, also beiug the owners of the leasehold, royalty,
or other interests in the luands or minerals cmbraced in said lUnit Area se i
indicated on the schedule attached to said Unit Agrcement as Exhibit ng",
do hereby consent thereto and ratify all of the terms and provisicns thereof,
exactly the same as if the undersigned had executed the original of said
Unit Agreement or a counterpart therecof
! IN WITNESS WHEREO:, this instrument is executed by thne undersigned as
of the date set forth in their rezpective acknowledgments.

e Ll/7(21>ift&4jcz,f7

INDIVIDUAL -

STATE OF New Mexico )
)SS.
COUNTY OF Chaves j

The foregoing instrument was acknowledged Lefore me this 20th day of

conecdpeil , 198 1 , by Leo J. Lammers .
N Ll I"/,'_ «
; o fhpnlsgioﬁ Expires:
.‘ B tea I . ;
j, l" , _‘ -~ - 4
| ‘\'q)‘}. R S IS CReR
j v;--"nl ™ Notary Public
f BN 2 \\“‘\ )
! " .5‘..‘:"“1--... \vt“‘
f Tea CORPORATE
ﬂ STATE OF )
-3 R
] COUNTY OF R
The foregding instiumd .l wis acknowledyod before me this day of
s Uk oy _ ’
’ o President of v 4 ’
corporation, on behalt «! i corporatian, é
%
: i
My Commiasion Expires: o

et ey dubliac ‘
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N 3uqSlSouth Central Region

F N p. 0. Box 26124
Albuguerque, New Mexico B871zZ5

. | /\\% | 28 APR 198t

Mr. Randolph M. Richardson, III

r. O. Box 819

Pocwell, Naw Mexico 8R201

Dear Mr. Richardson:

One approved copy of the Hernandez Draw Unit Agreement Chaves
County, New Mexico, with Read and Stevens, Inc., as operator is
enclosed. Such agreement has been assigned No. 14-08-0001-19880
and is effective on the date above, the same date as approved.

You are reduested to furnish all principals of interest with
appropriate evidence of this approval.
- Sincerely yours,
(ORIC. 52D.) GENE F. DANTEL

uEy ty Conservation Manager

Enclésure

ous
mr of Publiec m, Santa Ye (letter oaly)

anm.u m (v/c!- agreea. £ sparat. agres.)

.. . e e g




. CONSTRVATICN DIVI

SANTA FE
—y,
(.,cnrurussﬁaruﬁ=c{ E%&Sh:.I_a:rxls
ALEA J. ARmidor . r. O. BOX 1148
COMMISSIONER April 27, 1981 SANTA FE, NEW MEXICO 8750t

Mr. Randolph M, Ricliardsen

P, O. Box 819 :
Roswell, New Mexico 88201

Re: Hernandez Draw Unit
Chaves County, New Mexico

J Bl

; Dear Mr, Richardson:

: The Commissioner of Public Lands has this date given final

! approval to the Hernandez Draw Unit, which you submitted on behalf

: of Read and Stevens, Inc. Our approval is subject to like approval
by the United States Geological Survey.

OQur approval is given with the understanding that tracts & and
N 10 are not being committed to the unit,

Enclosed are Five (5) Certificates of Approval,

The filing fee of Fifty ($50.00) Dollars was recelved in this
office with your letter of February 16, 1981.

Very truly yours,

ALEX J. ARMIJO
CUOMMLSS1UNER OF PUBLLG LANDY

BY: :
FLOYD O. PRANDO, Assistant Director

0il and Gas Division
AC 505-827-2748

AJA/FOP/s

encls.

cc: OCD~Santa Fe, New Mexico#
USGS~Roswell, New Mexirco
USGS~Albuquerque, New Mexico
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- 1 STATE OF MEW MEXICO
ENERGY AIID MINERALS DEPARTMENT

2 OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
3 SANTA FE, NEW MEXICO
o 25 March 1981
5 EXPMINER HEARING ‘
.- e ) 4
: IN THE MATTER OF: ) I
7 ! } H
e 5 Application of Read & Stevens, Inc., ) .
: for a unit agreement, Chaves County, ) CAS
: 9 ; New Mexico. ) 7181
- )

BEFORE: Daniel S. Nutter

"

- TRANSCRIPT OF HEARING

b}

For the 0il Conservation Ernest L. Padilla, Esq. ﬂ
Division: Legal Counsel to the Division
State Land Office Bldg. i

f ' ' Santa Fe, New Mexico 87501

"

i ’ For the Apvolicant:
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MR. NUTTER:

Wa'll call now Cage Numbeyr
7181. apnlication of Read & Stevens for a unit aoreement,
Chaves County, New Mexico.
This case was heard on March the 1llth,
1981; however, there was an error in ihe Chaves County news-
We will now reopen the case and call

for any ~-- it has been correctly readvertised. V#e'll now re-

If not, we will take the case under

advisement and issue an order based on the previous record.

(Hearing concluded.)

i
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CERTIFICATE !

]

!

I, SALLY W. BOYD, C.S.R., DO HERERPY CERTIFY that .

the foregoing Transcript of Hearing before the 0il Conserva-
tion Division was reported by me; that the said transcript
is a full, true, and correct record of the hearing, prepared

by me to the best of my ahility.

1 do hereby certify that the foregolng s

a comniele re-ond of fhe prosnziinss In

the txciines g o ?ll!’
hecrd by inc on _ Ry 4 X
e\ YO a—

Examiner

Y 4 o J .
Oi! Coanservation Division
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

STATE LAND OFFICE BLDG.
SANTA FE, MNEW MEXICO

25 March 1981

EXAMINER HEARING

- - - - - - - . -
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MR. NUTTER: We'll call now Case Number
7181, application of Read & Stevens for a unit agreement,
Chaves County, New Mexico.
This case was heard on March the 11lth,

1981: however, there was an errxor in the Chaves C

Q

unty newe-
paper and the legal notice for the case.

We will now reopen the case and call
for any -- it has been correctly readvertised. We'll now re-

open Case Number 7181. Are there any appearances in Case

If not, we will take the case under

. .~ e [ P A - T gy -~ e e me o o D
and issuc an order based on the previous record.

(Hearing concluded.)
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Santa Fe, New Mexico 87301
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I, SALLY W. BOYD, C.S.R., DO HEREPY CERTIFY that

the foregoing Transcript of Hearing before the Qil Conserva-
tion Division was reported by me; that the said transcript
is a full, :trne, and correct record of the hearing, prepared

by me to the best of my ability.
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I do hereby cortifs that the foreaoing is
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e — S STATE OF NEW MEXICO 1

JKEAMINGY tNERGY ano MINERALS DEPARTMENT o
W Ly : ;
N s OIL CONSERVATION DIVISION |
el _
; BRUCE KING POGT OFRCE 80X 2008 |
GOVERNOR SYAYE LAND OFRICE mmneaE
P PR SANTA FE NBA MEXICY) 8700
a1 Can April 9, 1981 208 827043

Re: CASE NO. 81
Mr. Randolph i!. Kichardson, III ORDER NO. B,zé§9

Attorney at Law
P. G, Box B19
Roswell, New Mexice 88201

T o Y

Applicant:

Read & Stevens, Inc.

Dear Sir:

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

JOE D. RAMEY
Director

v

JDR/£d

Copy of order also sent to:

Hobbs OCD X
"Artesia OCD x
Aztec OCD

Other
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING

CALLED 3Y THE OIL CONSERVATION
mvnmn FOR THF PURPASFE 0OF

Y L

;unaautn&uu:
) CASE NO. 7181

; Order Mo. R-6639
f%??i::%T:Gﬁ Uf RLAU & STEVYGnND, ARG,

FOR APPROVAL OF THE HERNANDEZ DRAW

UNIT AGREEMENT, CHAVES COUNTY, NEW

HEXIC

ORDER OF THE DIVISIGN

i

;gy THE DIVISION:

; This csuse came on for hesaring at 9 a.m. on March 25, 1981,
gpt Santa Fe, New Mexico, before Examiner Danisl S. Nutter.

i NOW, on this 7th day of Aprii, 1381, the Division
'DirueQOt, taving considered the testimony, the record, and the
l!neonggﬂdgtignn of the Examinar. snd beinc fully advised in the

3pronxcea,

FINDS:

1% {1 That dus public notice havina h;nn nlivan za ranaiiraed

y vise Dlivision has jurisdiction of this causs and the

Ject matter thereof.

l.‘ ’nl

(2) That the epplicant, Read & Stevens, Inc.. ssaks ap-
provel of the Hernandez Draw Unit Agreement covuring 2571.351
.acres, mors or less, of State, Federal end Fee lands described

:a. Fallawune

* W W v

CHAVES COUNTY, NEW MEXICO
; TOWNSHIP & SOUTH, RARGE 26 EAST, NMPM
s Section 385 ALl

E TOWNSHIP & SOUTH, RANGE 27 EAST, NMPM
¥ TTS

ol bt e g 44+

b L -4 3 ®
S PRI Fw e -y o

% Santinon 31s All

Pep—R 4 LR Lo 4 ST 1

i TOWNSHIP 5 SOUTH, RANGE 26 EAST, NMPM
: Section 1: ALl

i TOMNSHIP 5 SOUTH, RANGE 27 EAST, NMPM
g Section 63 w/2

PPN T e g S




w2
Case No. 7181
Order No. R-6639

; (3) That =11 plans of development and operstion and crea-
Rions, expansiona, or contractions of participating areas or
sxpansions ar contr actiaﬁs af the unit szsa, should b submitted
8o the Dirsctor Sf iths Civision for approval.

(4) That approval of the proposed unit agreement should
pronoto tho prevention of waste and the praotartion nf nnrralptive
2ights within the unit area.

P wo wis
3 1

1T HEREF GRE _ORDERED:

: (1) That the Hernandez Drew Unit Agroement is hersby
qpprovoc.

: (2) That the plan contained in ssid unit agresment for the
devalopnont and operation aof the unit area is hereby approved in
principle as a proper conservation wmeasure; provided, howsver,
that notwithstanding any of the provisions conteined in said unit
agreemsnt, this approval shall not be considered ss waiving or
relinquishing, in any manner, any right, duty, or obligation
which is now, or may hereafter be, vestsd in the Division to
supervise end control opcrations for the exploracxon and develeop-
s=nt of sny lands cummitted to the unit and production of oil eor
gno therefrom.

ﬁ ' (3) That the unit operator shall file with the Division an
dxocuted original or executed Jounterpart of the unit :;:::::n.

WMiENnin >3U davse atter tha affertivae datas u.a-.-:-;,’- that im the BYBRE

pf subsequent joinder by any party or expansion or contrasctien af
ﬁho unit area, the unit operator shell file with the Division

tithin 30 days thereafter counterparts of the unit agreement
taflecting the subscription of thess interests having joined or
tatified. ,

5 (4) That all plana of development and aperation, all unit
garticipating areas and expansions and coniractions thereof, and
11 sxpanaions or contractions of the unit area, shall be

dubmitted to the Dirsctor of the 01l Consarvation Division for

Qpprovnl.

ﬁ (5) That this order shall becoms affective upon the appreval;

7 said unii sgreement by the Commissionsr of Public Lande for
the State of New Mexico and the Director of the United States

ﬂoological Survey; that this order shall terminate ipso facto upom

the teraination of said unit agreement; and that the last unit

gperator shall notify the Oivision immediataly in weiting 2f =veh

gcrnination.

:!
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Case No, 7181
Qrdar No. R-663¢

(6) That juriediction of this cause is retained for the
of such further orders as the Pivision may deem necessary.

DONE at Santa fe. New Mexica, on the day and vear hggggp- ! i

designsted. : ' 3
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STATE OF ¥NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL COHSERVATION DIVISION
STATE LAND OFFICE RLDG.
SANTA FE, NEW MEXICO
11 March 1981
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Application of Read & Stevens, Inc.,)
for a unit agreement, Chaves County,)

New Mexico. )
——————-—»q————————-u———--—-———-‘.-‘-\-v..\._—-\.'-—!-._—._-...,-P\‘—v- - o=

chard L. Stamets

TRANSCRIPT OF HEARING

For the 0il Conservation
Division:

For the Appiicant:

Ernest L. Padilla,
Legal Connsel to the Division
State Land QOffice

dg.
‘Santa Fe, New Mexi 87

CASE
7181

Esqg.

7501

Randolph Richardson, Eeq.
Roswell, New Mexico
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DAVID HARLE

Applicant E

INDEK

Direct Examination by Mr. Richardson

EXHIBITS

xhibit A, Geologic Report

e DA e M e e

e




A W W

[7]]

1Y
-]

8

5 R 8 B

MR. STAMETS: Call next Case

is the application of Read & Stevens, Inc., for a

7181, which

unit agree-

ment, Chaves County, New Mexico.

Call for appearan

Natwr Mawvi~n AVyro A v
New o, appear

PR Ao -t AL -

I hoe one witness to be sworn.

(Witness sworn.)

DAVID HARLE

being called as a witness and being duly sworn upon his oath

testified as follows, tc wit:

DIRECT EXAMTNATTION
BY MR. RICHARDSON:
0. Mr. Harle, would you please state your
name and present occupation?
A My name is David Harle. I work for

Read & Stevens, Incorporated, as a geologist,

0 ‘ And that last uame is spelled --
A H-2A-R-L-E.
43 H-A-R-L-E. And have you ever testified

before the Commission before, Mr. Harle?
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A Yes, I have, approximately seven months
ago.

0 And did you qualify as an expert wit-
ness, a geoclogist, at that time?

A Yes, I did.
is that good or do you
MR. STAMETS: The witness is considered
qualified.

MD TIT FYTTR IO AARE
AN e ANANLBILOADNLIO VLN o

Real fine,

0 Are you familiar with the Hernandez
Draw Unit area and the matters contained in the application
to the Commission, or Division, for approval of the unit
agreement?

A Yes, T am,

Q. Is the form of unit agreement described
by Federal regulations and as recently approved bg the
Division, the Commissicuner of Public Lands?

A Yes.

Q Has the unit area been designated by
the United States Geological Survey as an area lpgiéally
suitable for develcpment under a unit plan of develcpment?

A. Wes.

o Could you please tell the Division the

g AR




i )
: —
m 2 total number of acres within the unit area and the number
3 and percentages of acres of Federal, State, and fee lands?
4 A The total number of acrec is 2571.51. i
) The portion of that that is State of N
6 New Mexico lands is 1649.43 acres, which is 64,14 percent. \]
]
- [
T Federal lands are 842.08 acres, which
8 is 32.75 percent.
9 Fee lands are 80 acres, which is 3.11
[ ‘ P gl—
113 0, Conid vou please tell the Division the Ei
12 townships and ranges in which this unit is located and the i
N 13 approximate location with refexence to the nearest town? %
14 A, The unit is located in Townships 4 and
15 5 South, Ranges 26 and 27 East, and it's approximately
16 thirteen miles north of Elkins, New Mexico.
17 0 I have ~- Mr. Harle just handed the
18 Division a geological report and alsoc a revised Exhibit A,
19 the plat. The copv of the unit agreement that you have is
20 just a rough draft of the Exhibit A, and that's the final.
21 The geological repori, which I handed
22 to the Examiner, was that report prepared by you or under
23 your supervision?
., 24 A Yes, it was.
. 25 0. Could you please refer to the report,
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" Draw Unit is located on the northwestern shelf of the
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raferrin

1g t¢c the maps by name, indicating the significance

of such maps, and this geological report consists of Exhibits

One through Five. Exhibit Five is actually a supplemental

pliat, and it 1s marked Supplemental One, wnich is i Lihil

der back here, but it should be Exhibit Five. 1It's the
same map, it was supplemented.

So, Mr. Harle, go ahead with the report.

A Okay. Beginning with Exhibit One, it's

a regional map that shows the Hernandez braw Unii outiined

in biack, and its locat

f=-

on with reference to Elkins, New
Mexico.

Exhibit Two, which is closer to the
front of the brochure, is a land plat showing some of the
ownership wiﬁhin the unit. Also, the unit outline is shown
in black.

Exhibit Three is the geological report,
and I'11l just briefly summarize that now. The Hernandez
Greater Permian Basin of west Texas and southeastern New
Mexico.

We expect to encounter approximately
6600 feet of Paleozoic sedementary rocks, and the test is
scheduled for 6800 feet to penetrate and bottom in the

granite or Granite Wash.
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"porosity trend is defined by approximately 60 to 90 feet of

The location of the initial well will be
in the southeast quarter of Section 36, 4 South, 26 East.

There are four pay objectives that we
expect tc encounter. the San Andres, which will bhe at apnro-
2imately 1400 feet; the Abo sandstone, which will be -- the
top of which is at 4400 feet; the Pennsylvanian carbonates
and sandstones, the top of which is at 6000 feet; and the

Montoya dolomite, which will be at about 6500 fset.

Exhibit Four is an explanation or is

YV
MG LAl

ot
ct

the Abo sand distribution in the area of
the proposed unit and shows sands as they are distributed
from the Pedernal Uplift on the west side of ¥Yxhibit Four in
an easterly direction across the unit.

Exhibit Five is a structure map on the

+ onfF
L e L=

" mi.
Ed il 4

T e
& liL D 4t

map shows tne Mont
crop. The dotted lines ind cate the Montocya porosity trend
that parallels the Montoya sub-crcop, and within this trend

there is designated the Montoya producer. This Montoya

dolomite.
The arrow indicates the proposed locatior

within the Hernandez Draw Unit.
0. Have the other working interest owners

within the unit area been contacted?

T T
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A Yes.

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

A 93.78 percent working interest will be
committed and 96 percent rovalty interest.

0 In your opinion will the operation of

.
this area under the proposed unit plan of operation be in
the interest of conservation, the prevention of waste?

=N Yes.

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

A Yes.

0. In the event of production will the
correlative rights of all parties to the unit égreement be
protected?

A, Yes.

MR. RICHARDSON: 1I'd like to enter the
geological report into evidence.

MR. STAMETS: This report will bevacv
cepted.

MR. RICHARDSON: I have nothing furthexr

of the witness except that I would like to say that this

R P e it e i i pe iR T

e g s BT
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well is already drilling. We had a March 1lst exﬁl:ation, and
it is a Federral form and if the well gets to total depth be-
fore the unit, well, then we're kind of shot before the unit

is approved.

()]
o
o
[ 3
P
3
]
r

kind of a hurry.

MR. STaMETS: When do you expect the

well to be drilled?

MR. RICHARDSON: As soon as we get a big

A Yes, approximately 30 days. It will

probably be April the 20th or shortly after.

MR. STAMETS: I would hope we can getbthgs-;
order out by then, that time.

MR, RICHARDSON: W2 have to put up with
the Feds, then, after we get your oxder.

MR. STAMETS: Anything further in this
case?

This case must be readvertised in the

Roswell paper due to an error in the advertisement. This

was shown to be heard on March lst instead of March the 1llth,

It is being readvertised for the March 25th Examiner Hearingy

(Hearing concluded.)
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CERTIFICATE
I, SALLY W. BOYD, C.S.R., DU HEREPY CERTIFY that

the foregcing Transcript of Hearing before the 0il Conserva-

tion Division was rozZciied by me; that the said transcript
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Application of Read & Stevens, Inc_,:_)
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MR, STAMETS: , which

’—l

Call next Came 718
is the application of Read & Stevens, Inc.. for a unit agree-
ment, Chaves County, New Me:xico.
Call “or apwpearances in this case.
MR. RICHARDSON: Randolph M. nlichardson,
Roswell, New Mexico, appearing on behalf of applicant. and

I have one witness to be sworn.
(¥’itness sworn.)

DAVID HARLE
being called as a witness and bheing duly sworn upon his ocath

testified as follows, to wit:

DIRECT EXAMINATION

BY MR. RICHARDSON:

0 Mr. Harle, would you please state your
name and present occupation?

A My name is David Harle. 1 work for
Read & Stevens, Incorporated, as a geologist.

G And that last name is spelled -~

A H-A-R-L-E.

Q » H-A-R-L-E. And have you ever testified

before the Commission before, Mr. Harle?
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A Yes, I have, approximately seven months
aao.

0 And dicd veu cualify as an expert wit-
-~ - remmnY Al A~ .. vy . .. -
Ry w DRV tAO L) AL Ll L2y

A Yes, I did.

MR. RICHARDSON: 1Is that agood or 4

B3
%
o)
g

want to go back through --

MR, STAMETS: The witness is considered

qualified.
MR, RICHARD3ON: Real fine,
Q Are vyou familiar with the Hernandez

Draw Unit area and the matters contained in the application
to the Commissicn, or Division, for approval of the unit
agreement?

A Yes, 1 am.

0 Is the form of unit agreement describedv
by Federal requlations and as recenély approved by the
Division, the Commissioner of Publis Lande?

A Yes.

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

A . Wes.

o Could yor please tell the Division the

T e e
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total number of acres within

.
- -1 le o .o
the unit area and the nul

and percentages of acres of Federal, State, and fee lands?

A The tetal rurber of acres is 2571.51.
The portion of that that is State of

New Mexico lands is 1€649.43 acres, which is 64,14 percent.
Federal lands are 842,08 acres, which
is 32.75 percent.
Fee lands are 80 acres, which is 3.11
percent.

Q. Could you please tell the Division the

©

fae

townships and ranges in which this unit is located and the

§
apprcximate location with reference to the nearest town? i;

A The unit is located in Townships 4 and

_______ L S

J& ‘2N LAuc L L 4

f=gi 4

5 Soutn, Ranges 26 and Z7 East, and it’

']}
]

3 1 " P R vy AL am s d
thirteen miles north of tSlkins, New Masxico.

Q I have ~- Mr. Harle just handed the \i

Division a ceological revrort and also a revised Exhibit A,
the plat. The copy of the unit agreement that you have iz
just a rough draft of the Exhibit A, and that's the final.
The geological rewmort. which I handed
to the Examiner, qaé-that report prepared by you or undet
your supefrvision?
A A Yes, it was.

& _Could you please refer to the report,

e e T e s St e
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cf such maps, and this geclogic
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Cne through Five. Ilxhibit TFive is actually a supplemental

plat, and it is marked Supplemental One, which is in the

foider back hare, i

VT ES U e |
Ut 4 200U

i~

t'a the

e

same map, it was supplemented.
So, Mr. Harle, go ahead with the report.
A Okay. Beginning”wéth Exhibit One, it's

a regional map that shows the lierrandez Draw Unit outlined

black, and ies locacion with reference to Likins, New

Exhibit T™we, which is closer to the
froat of the brochure, is a land plat showing some of the
ownersihip within the unit. Also, the unit outline is shown
in black.

Exhibit Three is the geological r=port,
and I'11 just briefly summarize that now. The Hernan =z
Draw Unit is located on the northwestarn shelf of the
Greater Permian Basin of west Texas and southeastern ' “w
Mexico.

We expect to encounter approximatelyr
6600 feet of Paleozoic sedementary rocks, and the test is

scheduled for 6800 feet to penetrate and bottom in the

granite or Granite Wash.

PO U P
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The location of the initial well will be :

3 in the southeast gquarter of Section 36, 4 South, 26 East.

4 Theie are four pay objectives that we

s expect to encounter, the San Andres, which will be at appro- 1

6 | ximately 1400 feet; the Abo sandstone, which will be -- the

7 top of which is at 4400 feet: the Pennsvlvanian carhonatas

8 and sandstones, the top of which is at 6000 feet: and the

9 Montoya dolomite, which will be at about 6500 feet.

10 Exhibit Four is an explanation or is

1 meant to clarify the Abo sand distribution in the area of

12 the proposed unit and shows sands as they are distributed

3 from the Pedernal Uplift on the west side of Exhibit Four in

4 an easterly dirscticon across the unit.

15 Exhibit Five is a structure map on the

16 top of the Montoya dolomite. This map shows the Montoya sub-

17 crop. The dotted lines indicate the Montoya porosity trend

18 that parallels the Montoya sub-crop, and within this trend

1 there is deszionated the Montova preducer. This Montoya
20 porosity trend is defined by approximately 60 to 90 feet of

21 dolomite.

2 The arrowv indicatez theup:cgsssd«lssa:ida~:;
L within the Hernandez Draw Unit.

24 0. 4 Have the other working interest owners

35 within the unit area been contacted?
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this area under the proposed unit plan of operation e in
the ihterest of conservation the prevention of waste?

A. Yes.

Q will the different institutions of the

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

established?
A Yes,.
Q. In the event of production will the

correlative rights of all parties to the unit agreement be
protected?
A Yes.

MR. PICHARDSON: I'd like to enter the
geological report into evidence.

MR. STAMETS: This report will ke ac-
cepted,

MR. RICHARDSON: I have nothing further

of the witness except that I would like to say that this

T
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well is already drilling. WWe had a March lst expiration, and
it is a Federal form and if the well gets to total depth be-
fore the unit, well, then we're kind of shot before the unit
is approved.

So we're not in a real big hurry, but

Kind of a nurry.

well to be drilled?
MR. RICﬁARDSON: As soon as we get a big

rig it will take, what, 45 days after ﬁhat?
A, Yes, approximately 30 days. It will

probably be April the 20th or shortly after.

AR

~.. ... MR. STAMETS: I would hope we can get thi
order out by ﬁhén, that time.

MR. RICHARDSON: We haﬁe to put up with
the Fedé, then, after we get ybur order. |

MR. STAMETS: Anythinq further in this
case? | |

‘This case must be readvertised in the

nw +ha sdAveasdd snwosd mid
- b A AN W e ds rels A WAEIVS LA W O - B el WP

$ae

Rogwall naner dus & Zn SXrox

was shown to be heard on March 1lst instead of March the 1llth.}

It is being readvertised for the March 25th Examiner Hearirg.

(Hearing concluded.)
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Phone (503) 453-7409

SALLY W. BOYD, C.5.R.
Ki. 1 Box 193-8
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CERTIFICATE
I, SALLZ W. BQYD, C.S.R., DO HEREPY CERTIFY that

the foregcing Transcript of Hearing before the 0il Conserva-

tion Division was reported by me; that the said transcript
is a full., true, and correct record of the hearing

by me to the best of my ability.
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BEFCRI MY A INER STAMETS
ClL CON VATIC ‘
EXHIBIT 3 * o AliGN DIVISION
Y IROD. 4
FROPOSED HERNANDEZ DRAW UNIT Canae, i &S
N Py
CHAVES COUNTY, NEW MEXICO Swiniiicd by _flexd o J Trceny
PURPOSE Hearing Date__ £ -/7- P/

The purpose of this report is to briefly summarize the
geological reasons for forming a four section Federal, State
and Fee Unit. A 6800 foot granite wildcat test will be
drilled within this unit.

LOCATION AND LAND

The proposed Hernandez Draw Unit is located 13 miles
north of Elkins, New Mexico, near a prominent erosional scarp
that marks an eastern boundary to +he Pecos River flood plain.

The ullit conitains 4 sections or 2560 acres ol

PICEGsed
wnich 840 is Federal, 1640 is State and 80 is Fee owned. The
unit includes section 36-T4S, R26E, S% section 30 and ali of
section 31-T4S, R27E, Section 1-75S-26E, WY of section 6-T5S,
R27E.

GENERAL GEOLOGICAL DISCUSSION

v the Northwestern

The Hernandez Draw Unit is located o
shelf of the Greater Permain Basin of West Texas and South-
eastern New Mexico. Approximately 6600 feet nof paleozoic

00 foot test in the unit

e

sedimentary rocks are present. A 6
should penetrate all of the prospective pay zones and bottom
in the granite or granite wash. Expected tops are as follows:

San 2Andres 1400"

Glorieta 3100°
Abo » 4400"°
Wolfcamp 5350"

it S 155 4 e =

i e ST T
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Granite 6600 :
4

The proposed unit has four pay objectives; San Andres,

Abo Sandstone, Pennsylvanian carbonates and sandstones, and

the Montoya Dolomite.

¥ <
. c

4]

-
A

The Linda - Leslie Springs - Acme fields t¢ the southwest
of the proposed unit are productive from the San Andres. The
hydrocarbon trap is primarily stratigraphic. Since this type

of trap is difficult to predict, the zone will be tested when

the well is drilled.

The Abo sandstone play in Chaves County began in 1978 and

| stiil has many unknown parameters. Additional drilling is the

key to the exact distribution of these gas bearing, strati-

graphic traps in the Abo section.
5 Exhibit 4 shows a general overview of the 2Abo sandstone
accumulations in drainage channels and along shallow water
shorelines. The sands were derived from the uplifted Pedernal
Mass to the east with strong east-west trends. Recent Abo
completions in TSS, R24F and R25F make the proposed unit highly
prospective because it lies directly-to the east of the dis-
coveries. Wells in T4S, R26E and R27E show the presence of a

fluwial system over the unit.

Pennsylvanian Carbonates and Sandstones

The Haystack Cisco gas field, southwest of the proposed
unit produces from a limestone buildup over a north-south

trending anticline. The proposed unit is believed to have an

@

T i e s g a1 e e C el A me e e e e e i e i o




anticlinal closure over which a limestone could develop. The Phillips Van A
#1 Well in 6-55-27E showed porous limestone development in the Cisco.

The Newmill South field produces from a sandstone immediately above the
Mississippian limestone. It is believed the sand could extend over the unit.

Montoya Dolomite

: The Montoya Dolamite is believed to be productive where porosity is

R,

preserved as an erosional remnant., This occurs where the overall dolomite

PR

tlilckness 1s between 60 and 90 teet. Fxhibit #5 shows the structure on the

Monloya anxd e porosity trend where possible production could occur.

oy L
- .

The Phillips well in Section 6-5S8-27E is a dry hole. The -2700' contour
is the bounding contour for the porposed unit. By drilling structurally high

to the Phillips well. better porosity and permeabiiity is expected to be en-

[PPSR

countered.

1 CONCLUSTION

| he Hernandez Draw Unit has geologic merit that warrants a granite test on
+ the proposed location.

The unit size and shape is dictated by:
a. Abo Sand distribution

v
e gaw <

b. A Montoya structural high

c. Reasonahle econcmicc

L d. Risk distribution among participant

e att
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TOTAL

TRACT NUMBER

STATE OF NEW MEXICO LANDS
1,649.43 ACRES- 64.14 %

FEDERAL | ANDS

842.08 ACRES-3275%
FEE LANDS

80.00 ACRES - 3.11%
2,571.51 ACRES -100%
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RAMDOLPH M., RICHARDBSON
OIL AND GAS LAND AND UNIT CONSULTANT
FEDERAL - STATE - FEE
P O. BOX 819
ROSWELL, NEW MEXICO 8320

February 13, 1981 OFFICE 505 €22-8801
HOME 508 §22-7988

b
3]
(9]
“

"..::Tiaa---i’- ;:an Ui.lr a"‘s e2
T=4=5-3, R-26-27-E
Chaves County, New Mexico

=t
k
:

Mr. R, L. Stamets
0il Conservation Division c

nons\hfmonf of P“C”g‘; and M'uerals &M '\/{I 'I
Post Office Box 2088
Santa Fe, New Mexico 87501
Dear Mr, Stamets:
On behaif of Read & Sievens, Junc., 1 am enclosing three copies of

Application for Approval of the Hernandez Draw init Agreement, and Request
for Hearing, together with one copy of the proposed Unit Agreement.

As normal, Exhibits "A" and "B" to the unit are not complete however,
you will be furnlshed a completed copy.

From talking with Florine, the first available date that this case

can be heard will be March 11, 1981. We would very much appreciate your
placing this case on the March 11 docket, if at all possible. Thank you. .

Yours truly,

/ /////( ;4&V//hw

R. M. Richardson

KkMR/sr
Enclosures
xc: Read & Stevens, Inc.

T
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BEFORE THE O1L CONSERVATION DIVISION
ENERGY Al MINERALS DEPARTMENT
STATE OF NiW MEXTCO

THE HERNALDEZ DRAW UNTT AGREEMENT
CHAVEL COUNTY, NEW MEXLCO !

281
Hew Mexico Cil Congservation biivision CjLL/@"

Santa Ve, New Mexico 87501

‘
3
7

Cemes bthe undercigned lead & Stevenhs, iue., with offices at Kooswell, New
Mexico, and files herewith one (1) copy of Lbe proposced Unit Agreemeni lor the
duvelupmeat alid operaticsn of the Hernunder Lieaw Unil Area, Chaves County, New

Mexico and hereby makes application for approval of caid Unit Agreement as pro-
vided by law, and in support thurcof states:

NG, more or .Lc:,S, par Licular 1y degno rlCCC as follows:
T-4=3, R-26-E, NMPM T-4-S, k=27-L, NMPM T-b-S, 4-26-k, NMPM  T-5-5, R-27-E,N
Sec., 36: All Sec. 30: 8] Sec. t: All Sec. 6: W3

Sec. 3t: All

Chaves County, New Mexico
2. That of the lands embraced withiin Lhe proposed Unit, 840.00 acres are
lands of the United States, being 32.81% of the Area, 1,640.00 acres are State
of New Mexico lands being 64.06% of the Area, and 80.00 acres are Fee lands
being 3.12% of the Unit Area.

3. That Applicant is informed and believes, and upon such information and
belief states, that the prcposed unit area covers all or substantially ail of
the geological feature involved, and that in the event of a discovery of oil
and gas thereon, that said Unit Agreement will permit the producing area to be
developed or operated in the interest of conservation and the preventi- of wast
of the unitized substances.

4. That Read & Stevens, li:.., is designated az the Unit Operator in said
Unit Agreement, and, as such, is given authori’'y uander the terms thereof to
carry on all operations necessary for the develcopment and operation of the Unit
Area for oil and gas subject fo all applicable laws and regulations. That said
Unit Agreement nrovidec for the drilling of an Initial Teat Well tu a depin
sufiicient to penetrate the Basement Granite, but applicant is not obligated to
drill said well in any event to a depth in excess of 6,600 feet.

5. That the applicant believes that in the event 0il or gas is discovered
in paying quantities on lands within the Unit Area, that the field or area can
be develcped more economically and efficiently under the terms of said Unit
Agreement, to the end that maximum recovery will be obtained of unitized sub-
stances and that said Unit Agreement is in the interest of conservation of
prevention of waste as contemplated by the New Mexico 0il Conservation Division
rules and regulations.

A 1B
APPLICATION FUR APPROVAL Cb 7 O
b

O

QD

6. That Application for Approval of said Unit Agreemer,t has been filed with

the Commissioner of Public Lands.

7. That upon an order being entered by the New Mexico 0il Conservation
Division approving said Unit Agreement, and after approval by the United States
Department of Interior, an approved copy will be filed with the New Mexico 0Oil
Conservation Division.

WHEREFORE, the undersigned applicant respectfully requests that a hearing
be held before an examiner on the matter of said Unit Agreement, and that
upon said hearing, said Unit Agreement be approved by the New Mexico 0il Con-~

servation Division as being in the interest of conservation and the prevention of

waste_  f8pplicant respectifully requests that this matter be heard at the first
available hearing following this date.

DATED 1THIS 1ith day of February, 1981.

HEAD & 3 FTEVENS, INC.

oy 1/4%[/%wé¢a/m

kandgdh M. Richardson, IIT
httorney At Law

D s Liovee AN
. e »OR g

koswell, New Mexico 88201
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BEFORE 'ThHE OIL CONSERVAL 0l DIVISTON
SNBEGY AND MINEBRALS DisPARTMENT
CTATE OF HisW MEXICO

APPLIUATIUN FUR APPHOVAL UF
THE HERNANDLA DRAW UNIT AGREEMENT
CHAVES UOUNTY, HNBW HEXICO
/0 2 N 7/8/

New Mexico 0il Conservation lrivision
Santa Fe, New Mexico 87501

Comes the undersiyned Bead & Stevens, inc., with otfices atl Roswell, New
Mexico, and {ileg herewith one (1} copy of the proposed Unit fApgreement for the
development and operation ot thie lHernandez Draw Unit Arca, Chaves Couniy, Ncw
Mevice and herceby makes appiicallon ror approval of said Unit Agreement as pro-
vided by law, and in support thereof states:

Chaves County, New Mexico

1
1. That the proposed Unit Area covered by said Agreement =mbraces 2,560.00 ;
acres of land, more or less, more particularly described as follows:
T-4-S, H-26-F, NMPM To4-S, K-27-k, NMPH T=5=5, H=20-ii, NMPM  T«5-3, R=27-L,N
Sec. 36: All Sec. 30: 3] Sec. 1: ALl Sec. 6: b
Sec. 31: All i
4

§ 2. That of the lands embraced within the proposed Unit, 840.00 acres are
§ lands of the United States, being 32.81% of the Area, 1,540.00 acres are State
i cf New Mexico lands being 64.06% of the Area, and 80.00 zacres are Fee lands

i being 3.13% of the Unit Arca.

3. That Applicant is informed and believes, and upon such information and
belief states, that the proposed unit area covers all or substantialiy all of
the geclogical feature involved, and that in the event of a discovery of oil
and gas thereon, that said Unit Agreement will permit the producing area to be
developed or operated in the interest of conservation and Lhe prevention of waste
of the unltlzed substances

"y

4, -That Read & Stevens, Inc., is designated as the Unit Operatoir in said
Unit Agreement, and, as such, is given authority under the terms thereof to
carry on all operations necessary for the development and operation of the Unit
Area for oil and gas =ubicct (o Gll applicable ilaws and regulations. That said
Unit Agreement provides for the drilling of an Initial Test Well to a depth
sufficient to penetrate the Basement Granite, but applicant is not obligated to
drill said well in any event to a depth in excess of 6,600 feet.

g YT,

Nu—————T Y LU T

5. That the applicant believes that in the event oil or gas is discovered
in paying quantities on lands within the Unit Area, that the field or area can
i be developed more economically and efficiently under the terms of said Unit
i Agreement, to the end that maximum recovery will be obtained of unitized sub-
: stances and that said Unit Agreement is in the interest of corservation of
: prevention of waste as ccntemplated by the New Mexico 0il Conservation Division
rules and regulations.

O T NI e T Ty N T I S T T LS v A WD L v VP

Ay gy oy

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

7. That upon an order being centered by the New Mexico 0il Conservation
Division approving said Unit fAgreement, and after approval by the United States
Department of Interior, an approved copy will be filed with the New Mexico 0il
Conservation Division.

s e vt 3

HHnREFORE the undersigned applicant regpcctfully requests that a hearing
be held before an examiner on the matter of said Unit Agreement, and that
upon said hearing, said Unit Agreement be app.oved by the New Mexico 0il Con-~
servation Division as beirg in the interest of conservation and the prevention of
waste. Applicant respectfully reguests that this matter be heard at the first
available hearing following this date. z

BRI T R TR L B

DATED THIS 1ith day cf February, 1981,

READ S}tVIN‘ TNC

Ly, (gé%a%//;;j/’zgz9 f<»/<ﬁ£;a/§i L

handolph’ M. Richardson, 11I

Attorney At 1 aw

— ’ P. U. Box 819
focwell ) lew Mexico 88201




BEFORE THE OIL CONSERVATION DIVIS.ON
ENEHGY ALD MIGDRALS DEPARTHEL
STATE N ML AT

o CHoA L LY
APPLEICATION FOR APFROVAL OF
THE HERNANDEYZ DRAW UNIT AGREEMENT
CHAVES COUNTY, NEW MEXICO
- /&
fg rLed
New Mexico 0il Conservation Division \/(
Santa Fe, New Mexico 87501
Comes Lhe undersigned lead & Stevens, Ine., with offices at HQUHgll' Now

Mexico, and files herewith one (1) copy of the proposed Unit Agrcoment (o ihe
ﬂeV°‘u,WUUb and uperation ol the Hernandez Draw Unit Area, Chaves County, New
Mexico and hereby makes apolication for approval of said Unit Agreement as pro-
vided by law, dnd in support thereof states:

1. That the proposed Unit Area covered by said Agreement embraces 2,560.00
acres of land, more or less, more particularly described as follows:

T-4-S, R=26-E, NMPM  T-4-S, R-27-E, NMPM  T-5-3, K-26-E, NMPM T-5-S, R-27-E,N
Sec. 36: All Sec. 30: 33 Sec. 1: All Sec. 63 W3
Sec. 31: All

Chaves County, New Mexico

2. That of the lands embraced within the proposed Unit, 840.00 acres are
lands of the United States, being 32.81% of the Area, 1,640.00 acres are State
of New Mexico lands being 64.06% of the Area, and 80.00 acres are Fee lands
being 3.13% of the Unit Arcu.

3. That Applicant is informed and believes, and upon such information and
belief states, that the proposed unit area covers all or substantially all of
the geological feature involved, and that in the event of a discovery of oil
and gas thereon, that said Unit Agreement will permit the producing area to be
develcped or operated in the interest of conservation and the prevention of waste
of the unitized substances.

inc., is designaied as ihe Unit Operator in said
Unit Agreement, and, as such, is given authority under the tertis thereof to

H carry on all operations necessary for the development and operation of the lnir
; Area {or oil and gas subject to all applicable laws and regulations. That said
i Unit Agreement provides for the drilling of an Iniitial Test Well to a depth
sufficicnt to penetrate the Basemeni Granite, but applicant is not obligated to
drill said well in any event to a depth in excess of 6,600 feet.

£
[4
(43
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5. That the applicant believes that in the event oil or gas is discovered
in paying quantities on lands within the Unit Area, that the field or area can
be developed more economically and efficiently under the terms of said Unit
Agreement, to the end that maximum recovery will be obtained of unitized sub-
stances and that said Unit Agreement is in the interest of conservation of
prevention of waste as contemplated by the New Mexico 0il Conservation Division
rules and regulations.

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

7. That upon an order being entered by the New Mexico 0iil Conservation
Division approving said Unit Agreement, and after approval by the United States
Department of Interior, an approved copy will be filed with the New Mexics 0il
Conservation Division.

WHEREFORE, the undersigned applicant respectfully requests that a hearing
be held before an examiner on the matter of said Unit Agreement, and that -
upon said hearing, said Unit Agrccment be approved by the New Mexico 0il Con-
servation Division as being in the interest ¢f conservation and the prevention of
waste. Applicant respectfully requests that this matter be heard at the first
available hearing foll~wing this date.

DATED THIS 11th day of February 10327,
READ & STEVENS, INC.

By [ 42%4{6;;”/7 éfcawé% /447’
tandolph M. Richardson, III

ALt vmrr A1 o
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P. 0. Box 819
Hoswell, New Mexico 38201
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‘e:cretary of Interior, under
“7, as amended, 30 U. S. C.

©i1 ard Gas Supervisors of the

vy

N DIvi
SANTA FE SIoN
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Geological Survey {(33F.K. <&12), | .o Hered o

: A. Approve the attrnrred tnreemen’ tor il development and operation

z of the Hernandez Draw “nit Area, State of

i

M T ' . n [ ta

| New Mexico ., County al Chaves .
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? B. Certify and delermine that th, ST plan ol levelopment and op-

{ ’
eration contemplated in t(Fe attiuched arvecmen 13 necessary and advisable
in the public interest tar ‘he purposr ot nore properly conserving the
natural ressources.

C. Certify and detersine that the ricline, vroducing, rental,

‘ minimum royaliy, .ad royalty requirementis of i1 Federal leases commitied

i _

; to said agreement are herevy estabiished, altered, changed, or revoked tec

! COnIOrm wilnh the terms anc conditions of -hi: agreement.

Dated

O0il ond Gas Supervisor. United

et v - o e oAt i o et

Contract Number
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States Geological Survey
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UNLIT AGHLRSONT
FOR THE DEVELOPMUNT ARV OPERATION
OF Tib
BERNANDEZ DRAW UNIT ARLA
CONTY o CEAVED

Ferlia oY
i <

ATE OF §itW MeEXICO

NO.

THIS AGREEMENT, entered int> as of the 15th day of February

1981, by and between the parties subscribing, ratifying, or consenting hereto,
and herein referred to as the "parties hereto,"

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

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 43/, as
amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal lessees and their re-
presentatives to unite with each other, or inintly or separately with cthers, in

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

operation of any oil or gas pocl, field, or like area, or any part thereof for
the nurpase af mara rroparly concorving the noliial icouvuwsves Liereol wnenever
determined and certified by the Secretary of the Inte;ior to be necessary or ad-
visgble in the public interest; ana
WHEREAS, the Commissioner ¢f Public Lands of the State of New Mexico is

authorized by an Act of the Legislature (Secs. 1:-10-45, 46, 47 N.K. Statutes
1978 Annotated) to consent to or approve this agreement on behalf of the State
ot New Mexico, insofar as it covers and includes lands and

3 £
nineral interest of

the State of New Mexico; and,
WHEREAS the 0il Conservation Division of the State of New Mexico Energy and

Minerals Department is authorized by an Act of the Legislature (Chapters 70 and 71,

New Mexico Statutes 1978, Annatated)tn annrnva th

recment and lhe couservavion
provisions hereof; and,

WHEREAS, the parties heretc hold sufficient interests in the

Hernandez Draw Unit Area covering the land hereinafter -

described to give reasonably efilective control of operaticns therein;
WHEKREAS, it is the purpose of the parties hereto to conserve natural re-

sources, prevent waste, and secire other benefits obtainnble through development

and operation of the area subivct %o this agresment wrder the terms, conditions.

ot L 5 et
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NOW, THEREFORE, in conrid-rantion of the jverio o sl Lhe proemicnes herein
the parlivs Lercio ommit io wmie peorecnant thelr respective interests
in the below-defined unit area, and agrec sever:iiv owong themsclves as followa:

1.  ENABLING ACT AMD REGU ATIONS. The “inerat Leasing Act of February, &5, 1920,

as amended, supra, and nll valid pertinen' regiations, including eperetin
pian regulations, heretols-¢ issued thercnnder or valid, pertinent, and
reasonable regulations hereéfter issued thercunder are accepted and made a part of
nis agreement as to lederal lands, provided sich regulations are not inconsistent
with the terms of this agreemen-; and as to nen-Fedeirral lands, the oil and gas
operating regulations in effect as of the effcctive date hercof governing driliins
and producing operations, not inconsistent with the -erms hereof or the laws of the
Siate in which the non-Federal land is located, are hereby accepted and made a part
of this agreenent.

2, UNIT AREA. The following described land i= hereby designated and recog-

nized as constituting the unit area:

T-4-S, R-26~E, NMPM  T-4-S, R-27-E, NMPM T-5-S, R-26-E, NMPM T-5-S, R-27-E,N
Q

4
Sec. 3 AN ec, 30: &3 Sec. t: ALl Sec. 6: W3
Sec., 31: A1l

Chaves County, New Mexico

Exhibit "A" aitached hereto is 2 map showing the unit area and the boundaries and
indentity of tracts and leases in said area to tre oxtent known to the Unit Operator.‘A
Exhibit "B" attached hereto is 3 schedule showing to the extent known to the Onit
Operator the acreagé. percentage, and kind of owhership of oil and gas interasts

-

8 &il laad in tne unit area. :owever, nothing herein or in said schedule o- map

[ 20

shall be construed as a represantation by any parity hereto as to the owrership of

any interest othér thon zuch iasteresi our inierwsis as are shown in said map or

schedule as owned by su.h party. Exhibits "A" and "B" shall b: revised by the Unit
Operator whenover changes in tiie unit area render such revision necessary whan re-
quested by the Oil and Gas Cupervisor, hereinaiter feférred to asr”Superv1sof,“ or

when requested by the Commissioner of Pubiic lands of the State ¢f New Mexico,

-

DR R W i D)



hereinaflter referred to as “land Commissioner," and not less than five (5) copies
of the revised Exhibits shall te filed with the Supervisor and one (1) copy there-
of shall be filed with the Land Commissioner, and one (1) copy with the 0il Con-
servation Division of the New Mexico Energy and Minerals Department, nereinafter

ferred to as "Division."

[{4]

T
The above-described unit area shall, when practicable, be expanded to include

herein mny additional lands or shall De coltracled to exclude lands whenever such

T
expansion or contraction is deemed to be necessary or advisable to conform with the
purposes of this agreement. Such expansion or contraction shall be effected in the
following manner:

(a) Unit Operator, on its own motion or on demand of the Director of the
Geological Survey, hereinafter referred to as '"Director,'" or on demand of the land
Commissioner, after preliminary ccncurrence by the Diractor, shall prepare & notice
of proposed expansion or contraction describing the contemplated changes in the

boundaries ot the unit area, the reasons therefor, and the proposed effective date

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

(b) Said notice ghall be delivered to the Su

and the State Division, and copies thereof mailed to the last known address of
each working-interest owner, lessee, and lessor whose interests are affected, ad-
vising that thirty (30) days will be allowed for submission to the Unit Operator of
any objections.

(¢} Upon expiration of the 30-day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor, the Land Commissioner,
and State Division, evidence of mailing of the notice of expansion or con-
traction and a copy of any objections theréto which have been filed with Unit
Operator, together with an application
such expansion or contraction and with appropriate joinders.

(d) After due comsideration of all pertinent information, the expansion or
contraction shall, upon approval by the Supervisor, the Land Commiésioner, and State

D‘j_vi sinn harnmao offect 3

Bl
= f0D02, Tl © -

s ¢of the date prescribed in
(e) A1l legal subdivisions of land { i.e., 40 acres by Government survey or
its nearest lot or tract equivalent; in instances of irregular surveys unusually
large lots or tracts shall be considered in multiples of 40 acres or the nearest
aliquot equivalent thefecf), no parts of which are entitled to be in a participating

area on or before the fifth anniversary of the effective date of the first imitial

participating area established under this unit agreement, shall be eliminated auto-

matically from this agreement, effective as of said fifth anniversary, and such lands
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shall no longer be a part ot tie unitl aren oo

this agreement, unloon ditie o iriiding oy

lands not cntitled to particiostior on enid
such lands shall remain b L bt
are continued Jiligentiv. win oo oret omore
completion of one sucn well ol the comraon

subdivisions of land:s notl »ntitiod teo b

after the erfective drle 0 Lo Firat initiag a0 Lo drnting area approved under
thiis agreemert shal! o motomtienlly < Yiminaro | Jroe tiin agreement as of suid

tenth anniversary. A1l l1ando proved prodostive
after the aforesaid five-ycur roried shall becone participating in the same

manncr as during said {ive-yo ar period. Howe v

operations cease, all non-par:iicipating lanlo
effective as of the 91st day “tereatter. Qi
after the effective date of auy <limination b
minated to the satisfaction o the Suporviooy
praomptly notify all parti.c i interest.

If conditions warrant <ztonsion ot tio

subsection 2 (e¢), 3 sicgle cxionsicn of rat Lo

by consent of the owners of ‘Wrie of Lhe worki

shmll ke automaticaily eliminated

auit operator shall within 90 days

andg L T and Commissioner and

Cra ot longer be subject to ¥
for ure in progrer:; on anitined
Sovrivercary, in which eveat all

oo drilling eperalions

Y : i 3 1
Lt ciepaing tetween Lhe 1
TeeAw osuwit welle ALL legal

iy arca withia 10 years

o

i

ailiment drilling operations

1
3

v inder, deecribe the area so c¢lie

Lon=yvar period specif{icd in <his

S e tyo years may be acconplished

ting inverects in the current non-parti- £
cipating unitized lands ond tiv ocwnerc of {070 o ¢ basic royalty inicrests E
(exclusive of the buuic royalty intere: o v Priited States) in non-partloeipating
unitized lands @ith approval ¢! the Director wni o Commissioner, provided such |

extension application ic suomiticd to the | ir
later then €0 days prior to il :zpiration o

Any expansicn of the unit arqn pu}unun:
lands theretofore eliminated purouant to this

sidered automatic commitment 1 recommitment

3. UNITIZED 1AND AND UI1TIZED SUBSTAMY.

cror arnl the land Commissioner not
vl ten-yrar perioed.

to tnis section which embraces

cabiection 2 {e) shall nnt be con-

5. A1l larnid committed to iho.s

agrecment shall constitute 1o ooy o
subject to this agreement.” /11 oill and

unitized land are unitizes . p the t-o

2]
A

"unitized substances.'

L. UNIT OPERATVE:.

Sierern an funitized land™ or "land

non semit a1l formations of the

this reree:ment and her-in are called

READ & STEVENS, INC.

is hereby dezignated oo i oo s e

s te s Dnit Cperator

s v Sy



agrees and consents to accept the duties and obligations of Unit Operator for the
discovery, development, and production of unitized substances as herein provided.
Whenever reference is made herein to the Unit Operater, such reference means the
Unit Operator acting in the capacity and not as an owner of interest in unitized
subsiances, and the term "working-inierest owner" when used shall include or
refer o Gunii. Operator as the cwner of a working interest when such an interest
1s owned by it.

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

right to resign at any time privr to the establishment of a participating area or
areas hereunder, but such resignation shall not become effective so0 as to release
Unit Operator from the duties and obligations of Unit Operator and terminate Unit
Operator's rights as such for a period of six (6) months after notice of intention
to resign has been served by Unit Operator on all working-interest owners and the
Supervisor and the Land Commissioner, and until all wells then drilled herénﬂder
are placed in a satisfactory conditions for suspension or abandonment whichever is
required by the Supervisor as to Federal lands and the State Division as to State
and privately owned lands, unless a new Unit Operator shall have been selected and
approved and shall have taken over and assumed the duties and obligations of Unit
Operator prior fo the expiration of said period.

Unil Cpsralus shals pave Lne rignt to resign in like manner and subject tb
JiKe limitations as above provided at any time a participating area established
hereunder is in existence, but, in all instances of resignation or removal, until
a successor unit operator is selected and approved as hereinafter provided, the
working-interest owners shall be jointly responsible for performance of the duties
of unit operator, and shall not later than 30 days before.such resignation or re-

moval becomes effective appoint a common agent to represent them in any action to

be taken hereunder.

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

The Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by the same percentage vote
of the owners of working interests as herein provided for the selection of a new

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

and the Land Commissioner.




The resignation or rrunyni of Mnit Onorator und v tiais apreement shall

not terminate its right, title, or ‘nter-st s the owner of a werking interest or

other interest in unitized oubetinccs; bt upen the resirnation or removal of Unit

T Tive r oposscossion of all

Operator becoming effectiv. , cueh Unit Oporater sohno
wells, cquipment, materioals, nnd nppurtenancos used 3n condbicting the unit opera-
tions to the new duly gquaiiri -« =urcessor it Operator or to the common agent,

if no such new lnit Operator in olected, to be nsed for the purpose of conducting

unit operations hereunder. Hothing heroin shall be conntrie

Yiv s X

L

~ e~ on bl .
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as suthorizing re-

i

moval of any material, cquipm.nt, and appirtonances noodqd for the preservation of

any wells.

6. OSUCCESS0OR UNIT OPERATOR. Whenever the Unit Cperstor shall Lender his

.

or its resignation as Unit Opcrator or shall be removed as hereinabove provided,
or a change of Unit Operator is negotiatced by working-intrrrst owners, the owners
of the working interests in the participating areca or arcas according to their re=~
spective acreage interests in csuch participating arca or areas, or until a parti-
cipating area shall have been established, the owners of the working interests

according to their respective acreage intercsts in all unitized land, shall by

majority vot

o

se:lect a successor Unit Operator: Provided, That, if a majority

but less than 75 per cent of the working intorests gqunlified to vete arc cwned by
one arty to this agreemrnt, a concurring vote of one or more addicional working
interest owners shall b: required to select a new operator. Such selection shall
ot become effective until

(a) a Unit Operator so suvlected shall accept in writing the duties and

responsibilities of Unit Operator, and

: (b) the selection shall have beeon appreved by the Supervisor and approved
by the Land Commissioner.

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

the Tirector and the Land Commissioner, at their election, may declare this unit

agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPSRATING AGREEMENT. If the Unit Operator

is not the sole owner of working interests, costs, and expenses incurred by Unit
Operator in conducting unit operations hereundsr shall b: paid and appertioned

among and borne by the owners of working intercsts, all in accordance witn the

agreement or agreoments ontored into by and betw.«n the Unit Operator and the
owners of working intereste, whether on or mor., soparat<ly or collectively. Any

agreement or agroements ontorsdd inta bebwoon the working-inberest owners and the E




Unit Operator as provided 1n this section, whether one or more, are herein referred
to as the "unit operating agreement." Such unit cperating agreement =hall alss
provide the manner in which the working-interest owners shall be entitled to re-
ceive their respective proportionate and allocated share of the benefits accruing
herelo in conformity with their underlying operating agreements lencss, or others
independent contracts. and such other rights and obligations as between Unit Operator
and the working-interest owners as may be agreed upon by Unit Operator and the
working-interest owners; however, no such unit operating agreement shall be deemed

A
[

ther Lo modify any of “he terms and conditions of this unit agreement or to re-

[N

€
lieve the Unit Operator of any right or obligation established under this unit
agreement, and in case of any inconsistency or conflict between this unit agreement
and the unit operating agreement, this unit agreement shall govern. Three true
copies of any unit operating agreenment executed pursuant to this section should
be:filed with the Supervisor and one true copy with the Land Commissioner, prior to
approval of this unit agreement.

8. RIGATS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically

provided herein, the exclusive right, privilege and duty of exercising any and all
rights of the parties hereto which are necessary or convenient for prospecting for,
producing, storing, allocating, and distributing the unitized substances are here-
by delegated to =znd shall be exercised by the Unit Operator as herein provided.
Acceptable evidence of title to said rights shall be deposited with said Unit Opera-
‘tor and, together with this agreement, shall constitute and define the rights,
privileges, and obligations of Unit Operator. Nothing herein, however, shall be
construed to transfer title to any land or to any lease or cperating agrecment,

it being unde;stood that under this agreement the Unit Operator, in its capacity
as Unit Operator, shall exefcise the rights of possession and use vested in the
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 leecation

~

and Commissioner, if on

[

approved by the Supervisor, if on Federzl land, or by the
State land. or by the Division if on fee land unless on such effective date a
well is being drilled conformably with the terms aerecf, and thereafter continue

such drillingrdiligently until the basement aranite has been penetrated

and all beds of younger are tested , or until at a

lesser depth unitized substances shall-be discovered which can be produced in paying
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quantities (to-wit: guantitics sufficient to repay th
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o

f drilling, ¢ .

ing and producing operatinna, with o resconnble ; or ihe Unit Uperatu: o...l,

o

i

e

Ao
at any time, establish to the¢ satisfaction or the Supervisor if on Federal land, or
the Land Commissioner if on &tate land, or the Divisiosn if on Fee land that further
drilling of said well would te unwarranted ov impracticable; provided. however, that
Univ uperator shall not, in wny event, b required to drill said well to a depth

in excess of 0,000 feets. Unili! the diccovery of a deposit of unitized

substances capable of being prodiuced in paying quantities, the Unit Operator shall
continne drilling diligently one well at a limo, zllowing not more than si>» (6)
months between the completior. of one well and the beginning of the next well, until

a wall capable of producing wnitized substances in paying quantities is conipleted

to the satisfaction of said Supervisor if it he orn ¥edernl ind or of ithe Land

Commissioner if on State lanc, or the Division if on fee land, or until it is rea-
sonably proved that the unitizred land is incapable of producing unitized substances
in paying quantities in the formations drilled hereunder. Nothing in this section
shall be deemed to limit the right of the Unit Operator to resign as provided in
section S hereof, or as requiring Unit Operator to commence or continue any
drilling during the period pending such resignation becoming effective in order to
his sectiion. ‘The Director and Land Commissioner
may modify the drilling requirements of this seciion by granting reasonable exten-
sions of time when, in their opinion; such =ac
Upon failure to commence any well providéé for in this csection within the
time allowed, including any extension of time grarted by the Supervisor and the
Land Commissioner, this agreement will automatically terminate; upon failure to
continue drilling diligently any well commenced hereunder, the Supervisor and the
Land Commissioner may, after 15-days notice to the Unit Operator, declare this

unit agreement terminated.

10. PLAM OF FURTIER DEVELOPMENT AHND OPERATION. Within six (6) months after

compleation of a well capable of vroducing unitized substances in paying quantities,
tne Unit Operator shall submit for the approval of the Supervisor, the Land
Commicsioner, and State Divieion an accepiable plan of development and operation

for the unitized land which, when approved by the Supervisor, the Land Commissioner,
and S;ate Division, shall corstitute the further drilling and operating obligations

of the Unit Operator under this agreement for the period specified therein. Thereaft:

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

&
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suvmit for tne approval of the Supervisor, the iand Comminmioner, and State Divisic
a plan for an additional specified period for the development and cperation of the
unitized land.

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

(a) specify the numbar and locations of any wells to be drilled and the
proposed order and time for such drilling; and

(b) to the extent practicable specify the operating practices regarded as
necessary and advisable for proper conservation of natural resources. Separate
Plans may be submitted for separate productive zones, subject to the aéprcval of
the Supervisor, the Land Commissioner, and State Diviesion.

Slans shall be modified or supplemented when necessary to meet changed conditions
o» to protect the interests of all par£iés to this agreement. DRcasonable diligence
shall be exercised in complying with the obliéations of the approved plan of develop-
ment. The Supervisor and the Land Commissioner are authorized to grant a reasonable
extension of the six-month period herein prescribed for submission of an initial
plan of development where such action is justified because of unusual conditions
or circumstances. After completion hereunder of a well capable of producing any
unitized substance in paying quantities, no further wells, except such as may be
necessary to afford protection against operations not under this agreement and such
as may be specifically approved by the Supervisor, the Land Commissioner, and State
Division, shall be drilled except in accordance with a plan of development approved
as herein prévided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of pro-

ducing unitized substances in paying guantities or as soon thereafter as required by
the Supervisor, the Land Commissioner, or the State Division, thée Unit Operator
shall submit for approval by the Supervisor, the Land Commissioner, and State‘
Division & cschedule, based on subdivisions of the public-land survey or aliquot
parts thereof, of all land then regarded as reasonably proved to be productive in

paying quantities; all lands in said schedule on approval of the Supervisor, the

Land Commissioner, and State Division t> constitute a participating area, effective

et
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as of the date of completion of such well or the effeclive date of this unit agi......%,
whichever is later. The acreages of both ¥ederal and non-Federal lands shall be

based upon appropriate computations from the courses and distances shown on the last
approved public-land survey as of the effective date of each initial participating
area. Said schedule shall also set forth the percentage of unitized substances Lo be
allocated as herein provided to each tract in the participating area so established,

and shall govern the allocation of preduction commencing

1ith the ¢
of the participating area. A separate participaling area shall be established for
each separate pool or deposit of unitized substances or fer any group thereof which
is produced as a single pool or zZone, and any two or more participating areas so
established may be combined into one, on approval of the Supervisor, the Land Commis-
sioner, and the State Division. When production from two or more participating
areas, so established, is subsequently found to be from a common pcol or deposit

said participating areas shall be combined into cne, effective as of such appropriate
date as may be approved or prescribed by the Supervisor, the Land Commissioner, and
State Division. The participating area or areas so established shall be revised
from time to time, subject to like approval, to include additional land then regarded

as reasonably proved to be vroductive in paying quantities or necessary for unit

[

operations, or to exclude land then regarded as reasonably proved not to be productive
in paying gquaniities and the scheduie of allocation percentages shall be revised
accordingly. The effective date of any revision shall be the first of the month in
which is obtained the‘knowledge or information on which such revision is predicated,
provided, however, that a more appropriate effective date may be used if justified by
the Unix Operator and approved by the Supervisor, the Land Commissioner, and State
Division. No land shall be exclﬁded from a participating area on account of de-
pletion of the unitized substances, except that any participating area established
under the provisions of this unit agreement shall terminate automatically whenever all
completions in the formation on which the participating area is based ar~s abandoned.

It is the intent of this section that a participating area shall represent the
area known or reasonably estimated to be ﬁroductive in paying quantities; but regard-
less of any reviéion of the participating area, nothing herein contained shall be
construed as requiring any retroactive adjustment for production obtained prior to
the effeétive date of the revision of the participating area.

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

or redefinition ¢f a participating area, or until a participating area has, ~r areas
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have, been established as provided herein, the portion of all payments affected
thereby shall be impounded in a manner mutually ascceptable to the owners of working
Supervisor and the fand Commissioner. Rovalties due the lnited
States shall be determined by the Supervicer for Federal! lands and the land Commis-
sioner for the State lands and the amount thereof shall Le deposited, and directed by
the Supervisor and the Land Commissioner, to be held as unearned money until a
participating area is finally approved and then applied as earned or returned in
accordance with a determination of the sum due as Federal and State royalty of the
basis of such approved participating area.

s is determined, subject to the approval ct the Supervisor, the Land

[N

E Commissioner, and State Division that a well drilled under this agreement is not

: capable of production in paying quantities and inclusion of the land oh which it is
situated in a participating area is unwarranted, production from such well shall,
for the purposes of settlement among all parties other than working-interest owners,
be allccated to the land on which the well is located unless such 1znd is already

which such

! within the participating area extablished for the pcol or deposit from

producticn is obtained. Settlement for working interest benefits from such a well

shall be .2de as provided in the unit operating agreement.
12, ALLOCATION OF PRODUCTION. All unitized substances produced {rom each

participating area extabiished under this agreement, except any part thereof used in

conformity with good operating practices within the unitized area for drilling, opera-

ting, camp, and other production or develcpment purposes, for repressuring or

recycling in accordance with a plan of development approved by the Supervisor. Land
Commissioner, and State Division, or unavéidable lost, shall be deemed to be pro-

i doced equally on an acreage basis from the several tracts of unitized iand of the
participating area established for such production and, for the purpose of determining
any, benefits accruing under this agreement, each such tract of unitized land shall have
allocated to it such percentage of said production as the number of acres of such

tract included in said participating area hesors ts & total acies Of ubitized
land in said partlcipating>area, except that allocation of production nereunder
for purposes cther than for settlement of the royalty, overriding royalty, or
payment out of production obligations of the respective working-interest owners,

shall De on the basis preccribed in the unit operating agreement whether in con-

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

-1
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agreed that production of unitized substances from a participating area shall be
allocated as provided herein regardless of whether any wells are drilled on any
particular part of tract of said participating area. If any gas produced from

one participating area 15 used for repressuring or recycling purposes ir. another
partlicipariug area, tne 11rst gas withdrawn from such last—Mentloned participating
area for sale during the life of this agreement shall be considered to be the gas
so transferred until an amount equal to that transferred shall be so produced for
sale and such gas shali be allocated to the participating area from which
produced as such area was last defined at the time of such final production.

13. DEVELOPMENT QR OPkKRATION OF NON-PARTICIPATING LAND OR FCRMATIONS. Any

party hereto owning or controlling the working interest in

r
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thereon a regular well location may with the approval of the Superviesor and the

Land Commissioner, and the Division as to privately owned land, at such party's

sole risk, costs, and expense, drill a well to test any formation for which a
participatirg area has not been established or to test zny formation for which

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

If any well drilled as aforesaid by a working-interest owner results in
production such that the land upon which it is situated may properly be included
in a participating area, such participating area shall be established or enlarged
as provided in this ag:eement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit operating
agreement.

If any well drilied as aforesaid by a working-interest owner obtains pro-
duction in quantities insufficient to justify the inclusion of the land upon which
cuch well ilo siluaied in a participating area, such well may be operated and pro-
duced by the party drilling the same subject to the conservation requirements of
this agreement. The royalties in amount or value of production from any such well
shall be paid as specified in the underiying lease and agreements affected.

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

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

unitized substances, and the Unit Operator, or the working-interest owner in case

-12-




of the operation of a well oy 7 working=intor ot cuner ac hercin provided for in

special cases, shall maxe: delivorics of such rovalty shnre taken in kind i con-

formity with the applicabl. condricte, lawe, and vegnlations.,  Sottl.ment for roy-
alty interest not taker ir xind cihall Lo owmade by working-intorent cwnerc reoponsible

R Chs

2

therefor under cxisting conlracts, laws, and reguiations, or Ly the Unit Operator, 1
|

on or bafore the last day of cach month for unitized substances produc.d during

the preceding calendar month; provided, however, that nothing herein contained

shall operate tn relieve the loaccene of any land from Lheir respeciive icasce obli-

gations ftor the payment of any royaltics due under Lheir leases.

j
4
1
:

If gas obtained rrom lands not subject to this agreement is introduced

into any participating arca hoveunder, for wee in represouring, stimulation of

%
3

production, or increasing ultimate recovery, in conformity with a plan of opera-

tions approved by the Supesrvisor and the land Commissioncr, a like amount of gas,
after settlement as herein providea for any gas transtferred from any other parti-

cipating area and with appropriat: deduction for loss from any cause, may be with-

§
E
;
:
3
3
3
3
b
;

drawn from the formation intn which the gus io introduced, royalty freec as to dry

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

such withdrawal shall be at such time as may be provid:d in the approved plan of

operations or as may othcerwise be consented to by the Supervisor and the Land

i
! Commissicner as conforming Lo good patroleum fnginecring practice; and provided
i further, that such right of withdrawal shall terminate on the termination of this E

unit agreement,

Royalty due the United States shall be computed as provided in the operacing

regulations and paid in value or delivered in kind as to all unitized substances

on the basis of the amounts thereof allocated to unitized Federal land as provided

nerein at the rates specified in the respective Federal l=ases, or at such lower
rate or rates as may be authorized by law or regulation; provided, that for leases
on which the royaliy rate deponds on the daily avrrage production per well, said
average production shall be detormined in accorrdance with the operating regulations
as though each participating ar<a werc a single consolidated lease.

Royalty due cn ar~ount or Stats~ lands shall be computed and paid on the
basis of all unitized substances allocatc:d to such lands.

15. RENTAL SETTLIMEIT. Ferntal or mininos royalticos due on loases committed

hereto shall be paid by working-int rest own. re recponsibly therofor under existing

contracts, laws, and ropnia? Do, provided that notning herein contain-d shall

- » ) . P o ’ 4
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operate to relicve the loogooo ov any loeed Srem thedlr vespecetive 1oace obligations
for the payment of any rental or sinisam rovalty due under thrir leases. Rental
or minimum royalty for land: of the Unit-d Stat: s cubiect to this agresment shall
be paid at the rate spreitficod i the roopective Tonmon Crom the Inits d States un-
less such rental cor minimum rozalty is wailved. cnopended, or reduced by law or by

. ek kel o PRPEE P Yoo
..... A = S AR iy AL

approval of the Sec N siithorised representative.

L

153
i

Rentals on State of Hew Mrezice Yands subjoct to this agrecoment chall be

paid at the rates apecificd in the rocpootive

s

o
i
\
)

With resgpect to any loage on non-Foderal land containing provisions which
would terminate such lease unloss drilling operations are commenced upon the land

1

thin the tim {heroln gpecifisd or rentals are paid for the pri-

[

covered thorsby w
vilege of deferring such drilling opcerations, the rentals required thereby shall,
notwithstanding any other provicsion of this agre-ment, be deemed to accrue and be-
come payable during the term thereof as extended by this agreement and until the
required drilliing bperatiouu ar+ commenced cpon the land covered thereby or until
some portion of such land ir included within a participating arca.

16. CONSERVATION. Operations hereunder and production of unitized substances

shall be conducted to provide for the nost economical and efficient recovery of

1

said substances withowt woet: | no delined Uy of plasuant Lo Sltate or Federal law

or regulatioii.
17. DRAINAGE. The Tnit Oprrator shall take such measures as the Supervisor
and Land Commissioner d¢em appropriste and aqd-quat. to prevent drainage of unitized

substances from unitized land by wells on land not subject to this agreement.

18. LEASES AND CONTRACTS COHFORMED AND EXTENDED. The terms, conditions,

and provisions of ail leases, subleases, and other contracts relating to explofafion,
drilling, development, or operation for oil or gas on lands zommitted to this agree-
ment are hereby expressly modified and amended to the extent necessary to male the
same conform to the provisions hercof, but otherﬁise to remain in full force and
effect; and the parties hereto her-by consent that the Secretary, as to Federal
leases and the Land Commissioner, ac to State lcsases, shall and each by his ap-
proval hereof, or by the appreval hereof by hisz duly authorized rcpresentative,

does hereby establish, alter, change, or r:vox¢ the «driliing, producing, rental,
minimum royalty, and recyalty requircments of Fodrral and State leases committed

and the regulatious in respecti thersio to conform sald requirements to the

provisions of this agrecn.nt, nnd without limiting the gonerality of the foregoing,

1=
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to this agreement, regovadlone of whether there io any sevolopment of any particu-
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fb) Drilling and produw:ing aprration: performed herounder upon any tract

’ [
¢ all leasrn, sublcases, 'mid contracic are partioaiariy molivied in accordance with I
L £y g
{a) The develop and cporation of bands subiect to this agreement under
the terms therot shall b de-md il pertfornmn- > of 01l nbligatinng for develop-
ment and operation with roopect to and vory coparateolw owued Lract subject

of unitlzed lands will b accept o and doened to be performed unon and for the
efit of each and every tract of unitized land, and no lcase shell be deemed to

€xpire vy reason ol faliure io viriil or prowice wells situated on the land therein

embraced.

<
S

Suspension of drilling or producing operations on all unitized lands
pursuant tc direction or consent of the Secretary and the Land Commissioner, or
his duly authorized representative, shall be deemed to constitute such suspension
pursuant to such direction or consent as to <ach and every tract of unitized land.

A suspension of drilling or producing operations limited to specified lands shall

be applicable only to such lands.

(d) Each lease, subleasce, or contraclt relating to the exploration, drilling,
development or eperation for oil! or gas of lands other than those of the United

e e Koot o e e i e i, 55 Y b v v i 1

States and State of New Mexico committed to this agrecment, which, by its terms
might expire prior to the termination of this agreement, is hereby extended beyond
any such terms so provided ther«in so that it shall be continued in full force and
effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any renewal
thereof or any part of such lease which is made subject tc this agreement shall con-
tinue in force beyond the term provided therein until the termination hereof. Any
other Federal lease committed heretc shall continuc in force beyond the term so
provided therein or by law as to the lard committed so long as such lease remains
subject hereto, provided that production is had in paying quantities under this uvnit
agreement prior to the e¢xpiration date of the term of such lease, or in the event
’actuai drilling operations ars commenced on unitized land, in accordance with the

provisions of this agreement, prior to the cni of the primary term of such lease

and are being 4iligently prosacastad at that time, such Lease shall be extended for

<

two years and so long thereaiter as oil or gas ia produeced in




accordance with the provisicns of the Mineral leasing Act Hevision of 1960,

(f) Each sublease or contract relating to the operation and development of
unitized substances from lands of the United States committed to this agreement,
which by its terms would expire prior to the time at which the underlying lease,
a8 exiended by the immediately preceding paragraph, will expire, is hereby extended
beyond any such term so provided therein so that it shall be continued in full farece
and effect for and during the term of the underlying lease as such term is herein
extended.

(g) The segregation of any Federal Loase 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. ?81-784):
"Any (Federal) lease heretofere or hereafter committed to any such (unit) Plan em-
bracing lands that are in part within and in part ocutside of the area cgvered by
any such plan shall be segregated into separate leases as to the lands committed

and the lands not committed as of the effective date of unitization: Provided

however, that any such lease as to the ncnunitized portion shall continue in force

and effect for the term theresf bul for not less than two years from the date of

such segregation and so long thereafter as 0il or gas is produced in paying quanti-

M - 1t
ties.

{(h) In the event the Initial Test Well is commenced prior to the expiration
date of the shortest t:im State Lease within the Unit Area, any lease embracing
lands of the State ¢f New Mexico which is made subject to this agreement, shall
continue in force beyond the term provided therein as to the lands committed hereto
until the termination hereof.

(i) Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed'hereto, shall be segregated as to the protion com-
mitted and the portion not committed, and the terms of such lease shall apply
separately to such segregated protions commencing as of the effective date hereof;
provided, however, notwithstanding any of the provisions of this agreement to the
contrary any lease embracing lands of the State of New Mexice having only a portion
of its lands committed here‘o shall continue in full force and effect beyohd the
term provided therein as to all lands embraced in such lease, if oil or gas is dis-
covered and is capable of being produced in paying quantities from some part-of
the lands embraced in such lease at the expiration of the secondary term of such
lease; ov if, at the expiration of the secondary term, the leasee or the Unit Opera-
tor is then engaged in bona f{ide drilling or reworking operations on some part of

the lands embraced in sueh Tor:r:n. tha cams oo 5 5
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remain in full foree nni et o dong ac sk aberatinme are being diligently
prosecutad, and if they result in the proda-tion o!f o1l or gas; said lease shall
continuc in full foroe and effe-t uu to all of the landc cmbrac~d therein, sc long
thereafter as oil or gns in paying quantiti- i: being produced from any portion

ol said lands,

19.  COVENANTS BUL WI1TH DANiR.  The covinants herein shsll be construed to be

covenants running witn the lnnd with regpect to the interest of the parties hereto
and their successors in interest until this agreoement terminates, and any grant,
transfer, or conveyanc«<, or interest in land or lesses subject hereto shall be and
hereby is conditioned upon the assumption of a}l privileges and obiigations hereunder
byrthe grantee, transferce, or other successor in interest. No assignment or trans-
fer of any working interest, royalty, or other interest subject hereto shall be
binding upon Unit Operator wntil the first day of the calendar month after Unit
Operator is furnished with the original, photoutatic, or certified copy of the

instrument of transfer.

20. EFFECTIVE DATE AUD TBEM. This agreoment shall become effective upon

approval by the Secretary and the Land Commiscsionsr or his duly authorized repre-
sentative, and shall terminate five [5) years from sajii effective date wunless
ia) such dat: of exviration ic oxtended by the Director and the Land Com-

missioner, or

2

{(b) it is roaconstly 1 tepmined prier to the «xpiration of the fixed term
or any extension thereof that the unitized land is incapable of nroduction
tized substances in paying quantities in the formations tested hereunder and aftér
notice of intention to terminate the agrocment on cuch ground is given by the Unit
Operator to all parties in interest at their last known addresses, the agreement
13 terminated with the =aporoval of the Bupervisor and the Land Commissioner, or

{c) a valuable discovery of unititized substances has been made or accepted
on unitized land during said initial term or any extenéion thereof, in which event
the agreement shall remain in effect for such term and 50 iong as unitized sub-
stances can be produced as e federal lands, and are being produced as to State
lands in quantities sufficiént to pay for ‘he cost of producing same form welis on
unitized land within any participating area established hereunder and, should Pro-
duction cease, so long thereafter as diligent operations-are in progress for the

restoration of production or discovery of new production and so long thereafter as

unitized substances so discovered are produced as aforesaid, or

-17-
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. {3) it is termirated 5s heretofore pr ;8 in this agreement. Thia agroc-
ment may be terminated zt any time by not less that 75 per centum, on an acreage

basis., of the working-interest owners signatory hereto, with the approval of the

Supervisor and the Land Commissioners notice of any such anvroval to be given by

or
"
w
1]

Unit Operator to all parties hereto.

21. RATE OF PROSPECTING DEVELOPMENT. AND PRODUCTICN. The Tirector is

hereby vested with authority to alter or modify frem timc to time in his descrelion

the quantity and rate of prodiction under this agreement when such gquantity and

rate is not fixed pursuant to Federal cr State law or does noi conform to any state-

wide voluntary conservation or allocaticn program, which is established, recognized,

and generally adhered to ty the majority of operators in such State, such authority

o e e ams g re B seim s eag

being heieby limited to alteration or modification in the public interest, the pur-

pose thereof and the public interest to be served thereby to be stated in the order 5

of 2alter Without regard to the foregoing, the Director is

ication.

also hereby vested with authoriiy to alter or modify from time to time in his dis-

cretion the rate of prospecting and development and the quantity and rate of pro-

duction under this agreement when such alteration or modification is in the interest
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ning the comservation objectives stated in this agreement and is not in

PR

violation of any applicable Federal or State law; provided, further, that no such

alteration or modification shall be effective as to any land of the State of

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

!
i
g

specific written approval thereof by the Commissioner and as to any lands of the State
of New Mexico or privately owned iands subject to this agreement as to the quantity

and rate of production in the absence of specific written approval thereof by the

ek e it AR AT W S

Division.

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

22. APPEARANCESf Unit Operator shall, after notice to other parties affected,
have the right to appear for and on behalf of any and all interests affécted hereby
before the Department of the Interior and the Commissioner of Public lands and to
appeal from orders issued under the regulations of said Department or Tamd Coammic.
sioner or to apply for relief from any of said regulafions or in any precceedings
relative to operations before the Department of the Interior or the Land Commissioner
or any other legally constituted authority; provided, however, that any other inter-

ested party shall also have the right at bis own expense to bte heard in any such

proceeding.

. 2%. NOTICES. All notices, demands, or statements required hereunder to be

given or rendered to the parties hereio shall be deemed fully given if given in

e e i B e - o B



writing and personally delivered to the party or sent by postpaid registered or

certified mail, addressed to such party or parties at their respective addresses

set forth in connection with b Sdipnstares horeto or Lo the ratiricntion or con-

sent hercof or te such olhr addrors ao any such party e v furniched 1o writing

<

'

to party zending the notics, iomanid or statenont,

2. MO WAIVER OF CEHETATR RIGHTS. Nothing in this agrecment contained shall

be construrd as a wilver by any party heroteo of the right to assert any legnl or
constitutional right or detonse ws to the validity or invalidity of any law of the
State wherein saild unitized tawds are located, or of the United States, or regula-
ticns issued thereunder inany way affecting such party, or as a walver by any such
party of any right beyond hi~ or its éuthority to waive.

25. DUNAVOIDABLE DEVAY. All obligations under this agreoment roquiring the

Unit Operator to commence or continue drilling or to operate on or produce unitized
substances from any of the lands covered by this agreoment shall be suspended while
the Unit COperator despit~ the worcise 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 municipal law or agencies, unavoidabl. accidents, uncontrellable
delays in transportation, insbility to obtain n--crssary materials in open market,
or other matters beyond the roasonable contrel of the Unit Operatof whether similar
to matters herein enumerat«:d or not. o 'mit obligation which is suspended under
this section shall become du« lrzs than thiriy (30) days after it nas been deter-
mined that the suspension is no longer applicable. Determination of creditable
"Unavoidable Delay" time shall b made by the unit operator subject to approval of
the Supervisor and the bLana Commissioner.

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

this agreement, the operator agrees to comply with all the provisions of section
202 (1) to (7) inclusive of Executive Order 11246 (30 F.kK. 12319), as amended,

which are hereby incorporated by reference in this agreement.

27. 108§ OF TITIE. TIn <ho event i
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shall fail and the true ownerr connot be induced to joirn in this unit agreement,
such tract shall be automatirally rogarded as not commitiod hercto and there shall
be such readjustment of futurs costr and benefits as may be required on account of

th

loss of =zuch

Lies ewoni oi oa dlspute as to TLitle as to any rovalty,

working interest, or oth.r int-r.oto cubjoet theroto, paynent or delivery on account

st ) thereot may oe withhels ithoat tiability Yor intor-ot until the dispute is rinally

scttled; provided, thar, - o0 Fooboea s That Lo oor llain s
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funds due ‘he Valled Slalvs ui thie Dlale ol Hew iexico should ve withneld, but
such funds shall be deposited as directed by the Supervisor and such funds of the
State of New Mexico shall be deposited as directed by the Land Commissioner, to be
held as unearned money pending final settlement of the title dispule, and then
applied as earned or returned in accordance with such final settlement.

Unit Operator as such is relieved from any responsibility for any defect

£
a

Py i~ mema. ARV .
ailure of ally vivie nereunaer.
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28. NON-JOINDER AND SUBSEQUENT JOINDER. 1f the owner of any substantial

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

to this agreement, the owner of the working interest in that tract may withdraw said

Supervisor, ihe Land

tract from this agreement by written notice d
Commissioner, the State Divisicn, and the Unit OUperator prior to the approval

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

. committed hereio prior to submission of tﬁis agreement for final
approval may thereafter be committed hereteo by the owner or owners therscf sub-
scribing or consenting to this agreement, and, if the interest is a working interest,
by the owner of such interest also subscribing to the unit operating agreement.
After operations are commenced hereunder, the right of subsequent joinder, as
provided in this section, by a working-interest owner is subject to such require-
ments or approvals, if any, pertaining to such joinder., as may be
the unit operating agreement. After final approval hereof, joinder by a non-working
interest owner must be consented to in writing by the working-interest owner
committed hereto and responsible for the payment of any benefits that may accrue
hereunder in behalf of such non-working interest. A non-working interest may not

be committed to this unit unless the corresponding working interest is cormitted
hereto. Joinder to the unit agreement by a working-interest owner, at any time,
musi be accompanied'by appropriate joinder to the unit operating agreehment, 11 dore
than one committed working-interest owner is involved, in order for the interest

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

be provided, subsequent joinders to this agreement shall be effective as of the

firet day of the month following the filing with the Supervisor, the Land Commissioner,

and the State Division of duly executed counterparts of all or any papers
necessary to establish effective commitment of any tract to this agreemeat unless
objection to sucn joinder is duly made within sixty (60) days by the Supervisor,
or the State Division; provided, nowever, that as tc State lands all subsequent
joinders must be approved by the Commissioner.
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2. COUNTERPARIOL Fhic amee o B G o) cxeited in ary number of counter-

parts ro one of which nocds te b oxecuted Ly nll partics or may be ratified or

consented to bty separate inctroament in wribing opocifically reterring hereto and

shall be bindins upon all thooe partics who havye oxecuted such n counterpart, rati-
ficatior, ar conacmt bhorcta with the come Toroo and offect as i7 all such parties

had signed the same document and regardless ol wnether or not it is executed by all
other particco owning or c¢laiming an interest in the lands within the above-described
unit area.

0. SURRENDER. lothing in this agroewmont shall prohibit the exercise by any

-

working-interest owner of the right lo surrender vested in such party by an;

lease,

<

subklease, or coperating agrcement as to all or any part of the lands covered thereby,
provided that cach party who will or might acquire such working interest by such
surrender or by forfeiture as hereafter oot forth, is bound by the terms of this
agrecment.

I, as a result of any such surrender, the working interest rights as to
such lands become vested in any party other thoan the fee owner of the unitized sub-
rty may Jorfeit such rights and further benefits from operation
hereunder as to said land to the party next in the chain of title who shall be and
become the owner of such working interest.

It. as the raeoll of fauy ouch surrender or {forfeiture, working interest rights
become vested in the ive owner of the unitirzed cubstances, such owner mayf

(1) Accept those working;interusts rights subject to this agreement and
the unit operating agreementj or

(2) lease the portion of such land as is includcd in a participating area
established hereunder subj~ct to this agreement and the unit operating agreement.

{(3) Provide for the ind. p-ndent operation o! any part of such land that are
not then included within a participating area =stablished hcecreunder.

If the fee ocwner of the unitized substances dnes not accept the working-
interest rights subject teo thins agreement and the unit operating agreement or lease,
such lands as abuve-provided within six (6) months after the surrendered or for-
feited working-interest rights become vested in the £e¢ owner, the bengfits and
obligations of wperations aceruing to such lands urnder this agreement and the unit
operating agreemoent shall be shared by the remaining owners of unitized working
interects in accordance with their respective working interest ownerships, and

such owners or working intarests shall compencate the fo2 owner of unitized sub-
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stances in such lamds by paying sunsc cqgual fo e Tentads, mininen roynlties, and
rovalties applicnble to ouch Tende ander the e in tVect when the Lands were

unitized.

A IR . H T T -~ . P e T Cey des . e - S S N
A0 GBETOoeIale pocanet gt et ettt o ol b omade, o oail benetils

accruing to or payments and coxpervlitures made o o ineareod on behald of aach surren-

dered or forfeited working inter. st subsScuuent Lo the dule of surrender or torfeiture,

and payment of any moneys found to be owing bty ¢nuch an accounting shall be made as
between the partics within thirty (Z0) days.  iwn the cveni no unit oporating agree-

ment is in existence and a2 mutually acceptable agreement between the proper parties

thereto cannot be consummatcd, ths Supervisor may prescribe such reasonable and
equitable agreement as he doems warranted under the circumctances.

The exercise of any right vested in a working-interest owner to reassign
such working interest to the party from whom obtained shall be subject to the same
couditlons as set fortnm in this section in regard to the exercise of a right to
surrender.

21. TAXES. The working-interest owners shall render and pay for their ac-

count and the account of the royalty owners all valid taxes on or measured by the
uriitized substances in and under or that may be produced, gathersd, and sold from
the land subiect to this caontract after the offective dnt: of {uis agreement, or
upor: the proceeds derived thereirom. The working-interest owners on each tract
shall and may charge the proper proportion of said taxes to the royalty owners
having interests in said tract, and may currently retain and deduct sufficient of
the unitized substances or derivative producté, or net proceeds thereof from the
allocated share of eacn royalty owner to secure reimbursement for the taxes so paid.
No such taxes shall be charged to the Uniled 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.

AT T

Z2. RO PARTNERGHIF. 1t is expressly agreed that the relation of the parties

hereto is that of independent contractors and nothing in this agreement ccntained,
expressed, or implied, nor any opecrations conducted hereiunder, shall create or be
deemed to have created a partrnership or association betwoen the parties hereto or

any of them.
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33. SURFACE AND ENVIRONMENTAL. PROTECTION STIPULATIONS. DNothing in

this agreement shall modify o. change either the special Federal Lease stip-
o surface management or such special Federal Lease stip-
ulations relating to surface and environmental protection, attached to and
make a part of 0il and Gas Leases coveringrlands within the Unit Area.

IN WITNESS WHEREQOF, the parties hereto have eanced this agreement to

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

ATTEST: g
By: BY:
; Address:
UNI'T OPERATOR E
STATE OF ) :
}8S. 4
COUNTY OF > i
The foregoing instrument was acknowledged before me this day
of , 98 | by who
is of

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

My Commission Expires:

Notary Public

|
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EXHIBIT 8" . . . !
SCHEDULE SHOWING ALL LANDS AND OWNERSHIP - :
WITHIN THE UNIT AREA
HERNANDEZ DRA./ UNIT - CHAVES COUNTY, NEW MEXICO

TRACT DESCRIPTIZH NO. OF SERIAL NO. & LEASE BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST '
KO, ACRE: EXPIRATION DATE & PERCENT AND PERCENT AND PERCENT AND PERCENT

FEDTRAL LANDS

1. 1=85=3, h=27-E, WMFM 321.60 NM-18¢69 S Kerr McGee 0il Corp,
lec. b: Lots 3,4,,6,7, 8-31-€3 12.5 i
SENWL, E33wi m
2. =5=3, R=26=E, NMFM 520,48 NM-32166 USA Mesa Petroleum Co, 50.0
ftec. 1: Lots 1,2,2,L4, Sihi, 1-31-88 12.5 Public Lands Expl. 50.0
1S ) SEis=d
2VZy PoL~
STATE OF NEW MEXITO LANDS
2. -4-5, R-27-~E, KMPY 201.82 L-5029 State Marathon 0il Co. All
Hec, 31: Lot 1, NEZ HBP 12.5
L, T-425) H-26-E, NMPM 480.00 1..5247 State Marathon 0il . . All
Sec. 36: EzWs, Ex 3-1-81 12.5

-
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Te4=S, R=27-E, NMPM 124.25 L-5439 State Read & Stevens, Inc.All .
Jec. 30: Lots 3,4, NEISEL 5-1-81 12.% : “
6. T-4=S, R-27-E, NMPW 201.47 L-6270 State Read & Stevens, Inc.Ali X,
Sec. 31: Lot 2, Ez3Wi, 6-1-81 12.5
E3SES,
T. T=4.85, R-27-E, NMPM 2h1.,89 LG-3372 State Colorado Interstate
Sec. 31: Lots 3,4,EzNWi, 2-1-86 12.5 Gas Al
V3SEL
g, T-4=5, R-zb6-£, NMPM 160.00 LG~7678 State Inexco 0il Co. All
Sec. 36: Wi} 2-1~90 12.5 .
9., T=-4-3, R-27-E, KNMPM 200.00 LG-9258 State Ed Phillips All
Sec. 30: EzSW%., WzSEL, 2-1-91 12.5
SELSES
10. T~5=5, R-26-E, NMPM 4C.00 Open State
Sec., 1: SE&SWi
PATENTED (FEE) LANDS
1. T-5-S, R-26-E, NMPM 80.00 Fee Read & Stevens, Inc.All

Sec. 1: SzSWg




CASE 72u9: Application of Koch Industvies, Inc. for designation of a tight formation, San Juan County, New Mexico.
Applicant, in the above-styled cause, seeks the deiignation oc the Mesaverde formation underlying
puiiiviie vi Towaship jé North, Kanges & and ¥ wWest, containing 10,35t acres, more or less, as a
tight formation pursuant to Section 107 of the Natural Gas Policy Act and 18 CFR Section 271.701-705.

Page 3 of 4 |
Examiner Hearing - Wednesday -~ March 25, 1981 s Docket No. 11-81 |

- CASE 7i8i: (#-advertised)

f
j.

Application of Read & Stevens, Inc. for a unit agreement, Chaves County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the Hernandez Draw Unit Area, comprising
2,560 acres, more or less, of Federal, State, and Fee lands in Townships 4 and 5 South, Ranges 26
and 27 East.

CASE 7157: (Readvertised)

In the watter of the hearing called by the 0il Conservation Division on its own motion for an order
extending certain pools in Chaves County, New Mexico:

(e) EXTEND the Rull's Fue-Cam Andeas Posl in Chaves Couaiy, mew Hexico, to include therein:

TOWNSHIP 8 SOUTH, RANUE 28 EAST, NNPM
Section 1: SE/&4 SW/4

(i) EXTEND the Chaverco-San Andres Pool in Chaves County, New Mexico, to inclufe therein:

TOWNSHIP 8 SOUTH, RANGE 32 EAST, RMPM
Section 10: NE/&

(1) EXTEND the Diablo-35an Andres Pool in Chaves County, New Mexico, to include therein:

TOWHRSHIP 10 SOUTH, RANGE 27 EAST, NMPM
Section 22: W/2 SW/4 and SW/4 NW/4
Section 27: NW/4 NW/4

{(m) EXTEND the Diamond Mound-Atoka Gas Pool in Eddy and Chaves Counties, New Mexico, to include

therein:
TOWNSHIP 15 SOUTH. RANGE 27 FAST NMDM
Section 34: S/2
TOWNSHIP 16 SCUTH, RANGE 27 EAST, NMPM
Section 15: N/2
Section 16: N/2
(r) EXTEND the L.E. Ranch-San Andres Pool in Chaves County, New Mexico, to include therein:

TOWNSHIP 10 SCUTH, RANGE 28 EAST, NMPM
Section 29: S/’ NW/4
Section 30: S/2 NE/4

(s) EXTEND the Lindz~San Andres Pool in Chaves County, New Mexico, to include therein:

TOWNSHIP 6 SOUTH. RANGE 26 FAST. NMPM
Section 30: NW/4 SE/% and SW/4 NE/4

(y) EXTEND the Railroad Mountain-San Andres Pool in Chaves County, New Mexico, to include therein:

TOWNSHIP 7 SOUTH, RANGE 28 EAST, NMPM
Section 35: SW/4 SW/4

TOWNSHIP 8 SOUTH, RANGE 28 EAST, NMPM .
Section 2: W/2 Ni/4 ‘

(z) EXTEND the East Siete-San Andres Pool in Chaves County, New Mexico, to include therein:

TOWNSHIP 8 SOUTH, RANGE 31 EAST, NMPM
Section 10: SE/4
Section 11: SW/4




Docket No. B-81

Dockets Nos. 12-81 and 13-81 are tentatively set for March 25 and April 8, 1981, Appiications for hearing
must be filed at least 22 days in advance of hearing date,

SOCKCT.  EXAMINER HEARING - WEDNESDAY - MARCH 11, 1981

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

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

ALLOWABLE: (1) Consideration of the allowable production of gas for April, 1981, from fifteen prorated pools
in Lea, Eddy, and Chaves Counties, New Mexico.
(2) Consideration of the allowable production of gas for April, 1081
in San Juan, Rio Arriba, and Sandoval Counties, New Mexico.
CASE 7176: In the matter of the hearing called by the 0il Conservation pvivision on i{is owit woiiun L0 permit
Marjory M. Grier, U. S. Casualty Company of New York, and all other interested parties to appear
and show cause why the Red Mountain Wells Nos. 6, 7, and 10, 211 located in Unit B of Section 23,
Township 20 North, Range 9 West, McKinley County, should not be plugged and abandoned in accordance

with a Division-approved plugging program.

CASE 7177: 1In the matter of the hearing called by the 0il Conservation Division on its own motion to permit
Henry S. Birdseye and 2ll other intercsted parties to appear and show cause why the State Well No.
10~2 in Unit G of Section 10, Township 19 North, Range 10 West, McKinley County, should nct de
piugged and abandoned in accordance with & Division-approved plugging program.

CASE 7178: 1In the matter of the hearing called by the 0il Conservation Division on its own motion to permit
Noland and Wells and all other interested parties to appear and show cause why the Reinhardt Well
No. 1 in Unit A of Section 21, Township 29 North, Range 11 West, San Juan County, shouwld not be
plugged and abandoned in accordance with a Division-approved plugging program,

CASE 7179: 1In the matter of the hearing called by the 0il Conservation Division on its own motion to permit
*26" 0il Company and all other interested parties to appear and show cause why the Jackson Weil
No. 1 in Unit A of Section 21, Township 29 North, Range 11 West, San Juan County, should not be
plugged and abandoned in accordance with a Division—approved plugging program.

CASE 7180: I the waiter of the hearing called by the 0il Comservation Division on its own motionm to permit
Vincent and Goodrum and all other interested parties to appear aud show csuse why the Refinery
Hare Well No. l in Unit A of Section 21, Township 2% Woril, Raage 11 west, San Juan Couaty, shovld
not be plugged and abandoned in accordance with a Division-approved plugging program.

T ;
,,//EZSE 7181: Application of Read & Stevens, Inc. for a unit agreement, Chaves County, New Mexico. 4
e ____ Appliczat, in the above-styled cause, seeks approval for the Hernandez Draw Unit Area, comprising E
2,560 acres, more or less, of Federal, State, and Fee lands in Townships 4 and 5 South, Ranges 26
and 27 East.

CASE 7182: Application of Wiser 0il Company for an unorthodox well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox loccation of its Downes A
Well No. 5 to be drilled in the approximate center of the SW/4 of Section 32, Township 21 South,
Rauge 37 East, Penrose Skellv Pool.

Application of Flag-Redfern Oil Company for an umorthodox gas weil location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks autherity 1o drill its Osudo St. Com Well No. 2 at an
nnorthodox location 990 feet from the North and East lines of Section 18, Township 20 South, Range
36 East, North Osudo-Morrow Gas Pool.
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CASE 7147: (Readvertised)

Application of Yates Petroleum Corporation for an unorthodox gas well location and simultaneous
dedication, Eddy County, New Mexico. Applicant, in the above-styled cause, seeks approval for the
unorthodox location of a well to test all Pennsylvanian formations to be drilled 1650 feet from the

i T o L

South line and 660 feet from the East line of Sectiom 35, Township 18 South, Range 25 East, the ) ]
S§/2 of said Section 35 to be dedicated to said well and to applicant's "JX" Well No. 2 located in
Unit N. :

CASE 7184: Application of Harvey E. Yates Company for compulsory pooling, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Morrow
formation underlying the E/2 of Section 13, Township 17 South, Range 28 East, to be dedicated to
a wetl to be drilled at a standard location thereon.” Also to be considercd =ill be the cost of :
drilling and completing said well and the allocation of the cost thereof as well as actual operating
costs and charges for supervision, designation of applicant as operator of the well, and a charge k
for risk involved in drilling said well. E

L
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPAKTMENT
OII, CONSERVATION DIVISION

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

CASE NO. 7181

Order No. ,4—(0103?

/APPLICATION OF READ & STEVENS, INC.
FOR APPROVAL OF THE _ HERNANDEZ DRAW

UNIT AGREEMENT, CHAVES COUNTY, NEW MEXICO. ::::!

ORDER OF THE DIVISION

~
7

L~

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on March 2{

D30

NOW, on this day of March e 1981 s, the

Division Director, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

- =2

. - AL . TS* — 2 o L
daw, Lil€ vividsion

has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Read & Stevens, Inc.

19 81 , at Santa Fe, New %Yexico, before Examiner R+ictrard ti—Steaais

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

seeks approval of the ‘(ernandez Draw Unit Agreemexit

covering 27°€8-257/57 acres, more or less, of State, Federal

s - -

and fee lands described as follows:

CHAVES COUNTY, NEW MEXIiCO
Tovnship ¥ Sourl, amae 2bEay), NP

BN see 36:R 1
Toasonhlo ¢ S6catll. & _. 29 S L 4214804
| S o el tes So—
! Wotir 3o : S/

Seodion. 31 BV

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.
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{3} That all plans cf development and operation and cre'ationls,‘j
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' promote the prevention of waste and the protection of correlative

' relinquishing, in any manner, any right, duty, or obligation

i T : St - & - -
(4) +1hat approval of the preposcd unit agrecment chould !

rights within the unit area.

IT 1S THEREF(CRE ORDERED:

Pl
Lo g

That the Hernandez Draw nit A

1
A

is hereby approved.

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit

agreement, this approval shall ncot be considered as waiving or

which is now, or may hereafter be, vested in the Division to

supervise and control operations for the exploration and develop~
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(3) That the unit operator shall file with the Division an
executed original or executed counterpart of the unit agreement

within 30 days after the effective date thereof; that in the event!

of subsequent joinder by any party or expansion or contraction of

the unit area, tha unit operator » the Division

1]

within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or
ratified.

(4) That all plans of development and operation, all unit
participating areas and expansions and contractions thereof, and
all expansions or contractions of the unit area, shall be
submitted to the Director of the 0il Conservation Division for
approval.

(5) That this order shall become effective upon the approvaﬂ 5

of said unit agreement by the Commissioner of Public Lands for
_ i
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fecior of the
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nited States Geologi-

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

entry of such further orders as the Division may deem necessarv.

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




