UNIT AGREEMENT
"FOR THE PMENT AND OFERATION OF THE
‘NCORTH BAGLEY JNIT AREA
LEA COUNTY, NEW MEXICU

THIS AGREBMENT, made and entered into this tne day of
, 1.55, by and between tne parties subseribing, ruetifying

or consenting rereto, and nereinafter referred to as the ‘parties
rerets ,

WITNES3ETH:

WHEREAS, the parties nereto ars the owners of working, royalty
or otrier 0ll or gas lnterests in the unit area subject to this
agreement; and

WHEREAS, tne Comumissioner of Public Lands of tie State of
New Mexlco (nereinafter referred to as 'Cosmissioner’) ie authorirzed
by an Act of tne Legislature (Sec¢., 3, Chap. 38, Laws 1:43) as amended
by Sec. 1 of Chapter 162, Laws of 1.51, to consent to and approve tne
development or operation of State lands under agreements made by
leasges of State land Jointly or severally with other leases where
sucn agreements provide for the unlt operation or dsvelopment of part
of or all of any oil or gas pool, field or area; and

WHEREAS, the Cowumissioner o>f Public Lands of the State of New
Mexico 1s autnorized by an Act of tne Legislature (Sec. 1, Chapter 162,
Laws of 1.51) to amend witn the approval of lessee, any oll and gus
lease embracing State lands 8o that the lengti of tre term of said
lease may colnclde with tihe term of suc: agreements for the unit
operation and development of part of or all of any oil or gas pool,
field or area; and

WHEREAS, trne Uil Conservation Commission of the State of New
dexico (nereinafter referred to as t.ie Commission”) is authorised by
an Act of the Legislature (Chapter 72, Laws 1535) to approve tnis

azreemant anc tne congervation provisions nereof;: =nd



WHEREAS, the parties nereto nold sufficient interests in tne
Nortn Bagley Unit Area covering the land nereinafter described to give
reasonably effective control of operations tnerein; and

WHEREAS, it is the purpose of the partiea hereto to conserve
natural resocurces, prevent waste, and secure other benefite obtainable
througn developsent and operation of tne area sudject to tnis agreement
under the terms, conditions and limitations herein set fortn.

NOW THEREFORE, in consideration of the premises and tne
promises nerein contained, the partios hereto commit to tnis agreement
their respective interests in the below defined unit area, and agree
severally among themselves as follows:

1. UNIT AREA. The following described land is herebdy
designated and recognized as constituting tie unit area:

HEW MEXICO FRINCIFAL MERIDIAN, NEW MEXICO
7. 11 8., R, 33 E., lea County

Sees. . and 1lu:  All
Sec. 11: Nwi

containing 1440,00 acres, more or leas.

Exnlbit A attached hereto is a map showing the unit area
and the boundaries and identity of tracts and leases 1in said area to
the extent x«nown to the Unit Operator. Exhibit "B” attached hereto
is a2 schedule showing tu the extent unown to the Unit Operator tne
acreage, percentage and kind of ownersiip of oil and gas interests
in all lands in the unit area. However, nothing herein or in said
schedule or waip shall be construed as a representation by any party
nereto as to the ownership of any interest other than such interest or
interests as are sinown in said omuap or schedule as owned by such party.
Exhibits "A" and 'B" shall be revised by the Unit (Qperator whenever
cnanges in ownersnip in tse unit area render sueh revision necessary.

All land committed to this agzreement shall constitute land
referred to nerein as 'unitiszed land” or "land subject to tnis

o

agreement .



2. JNITIZED SUBSTANCES. All oil, gas, natural gasoline and
agsocliated fluid hydroearbons in any and all formations of the unitized
land are unitized under the terms of tils agreemant and nerein are
called ‘unitized substances’. All parties hereto commit to thia
agreement all interests in unitized substances vested in such parties
as set forth in Exnibit "B,

3. CINIT OPERATOR. V. F, Knlokerbocker, of Midland, Texas,
is nereby designated as Unit Operator and by signature hereto agrees
and consents to accept the duties and obligations of Unit Operator for
tre discovery, devalopment and production of unitized substances as
nerein provided. vwhenever reference is made herein to tne Unit
uperator, such reference means the Unit Uperator acting in that
capacity and not as an owner of ipterests in unitigzed substances,
agd tiie term "working interest owner  wien used nerein shall include
or refer to Unit JUperator as tne owner of a working interest when such
an interest is owned by it.

4, RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
shall have tne right to resign at any time but such resignation shall
not becowe effective until a successor init Operator nas been selected
and approved in the manner provided for in Section 5 of this agreement.
The resignution of the Unit Operator shall not release the Unit
Operator from any 1liablility or any default by it hereunder ocecurring
prior to tne effective date of its resignation.

Jnit Operator, may, upon default or failure in the performance
of ites duties or obdbligations hereunder, be subject to removal by the
same percentage vote of the owmers of working interests determined in
like manner as herein provided for the selection of a new Unit
Uperator. Such removal shall be effective upon notice thereof tc the
Commissioner.

The resignation or removal of the Unit Operator under this
agreement shall not terminate his right, title or interest as tne owner
of a working interest or other interest in unitized substances, but
upon the resignation or removal of Unit Operator becoming effective,



such Inlt Operator shall deliver possession of all equipment., materials
and appurtenances used in conducting the unit cperations and owned by
the working interest owners to the new duly qualified successor Unit
Jperator or to the owners thereoef if no such new Init Operator is
elected, 1o be used for the purposs of eonducting unit operations
nereunder. Nothing perein shall be construsd as authorizing removal
of any material, equipment and appurtenances needed for the preservation
of any wells,

5. S&UCCESSOR 'INIT OPERATOR, Vhenever the iUnit Operator shall
resign as Jnit Operator or shall be removed ais nerelinabove provided,
the cwners of tne working interests according to their respective
acreige interests in all unitized land shall by 2 majority vote sslect
a4 successor nit Uperator; provided that, if a majority dut less than
©5 per cent of tne working interests qualified to vote is owned by one
party to tnis agreement; : concurring vote of sufficlent additional
parties, so as to constitute in the aggregate not less than 85 per cent
of the total working interests, snall be reguired to select a new
operitor. Such selection shall not become effective until (a) a Unit
Operator so selected shall accept in writing the duties and
responsibilities of !Init Cperator, and (b) the selection shall have
been approved by tne Commissioner. I1If no successor Unit Operator is
selected dand qualified as nerein provided, the Commissioner at nis
election way declare this unit agreement terminated,

©. ACCOUNTING FROVISIONS, The Unit Operator shall pay in
the first instance all costs and expenses incurred in conducting unit
operztions hereunder and puch costs and expenses and the working
interest benefits accrulng hersunder shall be apportioned among the
owners of the unltized working interests in aceordance with an operating
agreement by and between the Unit Uperator and the other owners of
such interest, whether one or wore, separately or ¢ollectively. Any
agreement or agreements entered into betwesn the working interest owmers
and the Unit Operator a3 provided in this article, whether one or more,
are herein referred to as the "Operating Agreement”., No sueh



agreeasnt shall be deemed either to wodify any of the terms and con-
ditions of tnis Unit Agreceent or to relleve the imit Jperator of any
right or obligation established under tnis unit agreement, and in case
of any inconsisteancies or confliet batween this unit azreement and the
operating agreement. this unit agreement shall prevail.

T. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR, Rxcept as
otirerwise specifically provided herein, the exclusive right, privilege
and duty of exereising any and all rights of the parties hereto wnich
are necessary or convenient for prospecting for, producing, storing,
alloeating and distributing the unitized substances are hereby delegated
to and shall be exercised by the Unit Operator iz hersin provided,
Aceeptable evidence of title to said rights shall be deposited with
said Unit Uperator and togetner with this agreement, shall constitute
and define the rignts, privileges and obligations of Unit Operator.
Nothing herein, however, uhall be construed tc transfer title to any
land or to any lease or operating agreement, it being understood tnat
under tnis agreement the Unit Operator, in its capacity as Unit Operator,
shall exercise tne rights of possession and use vested in the parties
hereto only for the purposss herein specified.

3. UDRILLING TO DISCOVERY, After tne effective date nereof and
on or before sugust :, 1,56, the Unit Operator shall commence operations
upon an adequate test well upon the unit area, and snall drill said well
with due diligence to a depth sufficient to test the Devonian formation
unleas it snall, in the opinion of the nit Operator, ke determined
tnat the further drilling of said well shall be unwarranted or
lepracticable; provided, however, that Unit Operator shall not in any
event be required to drill said well to a depth in excess of 11,500 feet.
Until a discovery of 3 deposit of unitized substances capable of being
produced in paying quantities, Unit Operator shall continue drilling
diligently., one well at a time, allowing not more than six months
between the completion of one well and the beginming of the next well,
until atweYl capable of producing unitigzed substances in payling



quantities is coampleted to the satisfaction of the Coumissioner,. or
until it is reasonably proven to the satisfaction of the Unit Operator
tnat the unitized land is inecapable of producing unitized substances
in paying quantities in the formations drilled nhereunder.

Any well coumenced prior to the effective date of tinlis agree-
ment upon the unit area and drilled to the dept: provided nerein for
the drilling of an initlial test well shull be considered iz complying
with the drilling requirements hereof with respect to the initial well.
The Commissioner may modify the drilling reguirements of thls section
by granting reasonable extensions of time when in nis opinlon sucn
action 18 warrvanted. Mailure to comply with tne drilling provisions
of this article shall automatically terminate thls agreement as to all
l1ts terms, conditions and provisions and all rignhts, privileges and
obligations granted by this unit agreement shall cease and terminate as
of the date of any such default.

PARTICIPATION APTER DISCOVERY. Upon completion of a well
capable of producing unitized substances in paying quantities, the
ounefs of working interessshall participate in the production there-
from and in all otner producing wells which may be drilled pursuant
nereto in the proportions that their respective leasehold interestis
covered nereby on an acreage basis bears to tne total number of acres
committed to this unit agreement, and such unitiged substances shall
be deewmed to nave been produced from the respective leasehold interests
participating therein. PFor the purpose of determining any benefita
aceruing under this agreement and tae distribution of the royalties
payable to the State of New Mexico arkd other lessors, each separate
lease shall nave allocated to it such percentage of sald production
a8 the number of acres in each lease regpectively committed to tnis
azreement tears to tne total number of acres commlitted hereto,

Notwiltastanding any provisioun contained herein to the contrary,
eicn working interest owner shall nave the rignt to take such owner's

proportionate share of the unitized substances in kind or to personally

¥y



sell or dispose of the same, and nothing herein contained shall be
construed as giving or granting to the Init Operator the right to sell
or otherwise dispose of the proportionate share of any working interest
owner without specific autnorization from time to time to do so.

1. ALLOCATION OF FRODUCTION, All unitiszed substances produced
from each tract in the unitized area established under this agreement,
except any part tnereof used for production or development purposes
hereunder, or unavoldably lost, shall be deemed {0 be produced equally
on an acreage basis from the several tracts of the unitized land, and
for the purpose of determining any benefits that accerue on an acreage
basis, each sucn tract shall nave sllocated to it such percentage of
sald productlon a8 1ts area bears toc the entire unitized area. It i=
hereby agreed that production of unitized substancesfrom tne unitized
area shall be allocated as provided herein, regardless of whether any
wells are drilled on any particular tract of said unitized area,

11. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES.
All rentals due the State of New Mexico shall be paid by the respective
leage owners in accordance witn the terms of their leases.

411 royalties dus the State of New Mexico and cther lessors
under the terma of the leases committed to this agreement shall be
computed and pald on the basis of all unitized substances allocated
to the respective leases committed hereto; provided, however, the
State shall be entitled to take in kind its share of the oil allocated
to the respective leises, and in suen case the Unit Operator shall make
deliveries of such royalty oil in accordance with tne terms of the
reapective leases.

If the Unit Operator introduces gas obtained from sources
other tnan the unitized lands subject to this agreement into any pro-
ducing formation for the purpose of repressuring, stimulating or increasing
tne ultimate recovery of unitized substances tnerefrom, s like amount of
gas, 1f avallable, witn due allowance for loss or depletion from any
cause may be withdrawn from the formation into which the gas was introduced

rovalty free anm to drv oas but nnt as to the nrodicta extranted tharefram:



provided, tnat sacn witndrawal enall be at sucn tlme 48 may be provided
in a plan of opasratiocns consented to by the Commissioner and approved
by tne Commission as conforming to good petroleum englneering practice;
and provided further, that such right of witidrawil ghall terminate

on the termination of tnis unit agreeument.

If any lease coamitted neretc is burdened with an overriding
royalty, payment cut of production or other charge in addithn to tre
usual royalty, tne owner of each such lease shall baar and assume the
same out of the unitized substances allocated to the lands embraced
in eacn Buch lease as provided herein.

12. LEASES AND CONTRACTS CONFURMED AND EXTENDED INSOFAR A8
THEY APPLY TC LANDS WITHIN THE UNITIZED AREA, The terms, conditlons
and provislons of all leasmes, subleases, operating agreements and
other contructs relating to tine exploration, drilling development or
operation for ¢ll or gas of the lands committed to this agreement
a8iall be and tne same are nereby expressly modified and amended insofar
as they apply tc lands within the unitized area to the extent necessary
to make the same conform o the provisions hereof, and the approval of
tuils agreement by the Commissioner and the leasees shall, withoutl
further action of the Cowmissioner or the lessees, be sffective to
conform the provisions arxi extend the term of each leasge as to lands
within the unitized area to the provisions and terms of this agreement;
but otnerwise to remain in full force and effect. Each lease committed
to this agreement, insofar as it applies to lamkis witihin the unitized
area, snall continue in force beyond tnerterm provided tnerein so long
28 this agreement remains in effeet, provided, drilling operations upon
the initial test well provided for nerein shall nave been commenced
or sald well is in tne process of being drilled by the Unit OJperator
prior tc the expiration of the shortest term lease committed to this
agreement. Termination of tnis agreement snall not affect any lease
wihlech pursuant to the terwms thereof or any applicable laws shall

continue in full force and effect thereafter. The commencement,



completion, operation or production of a well on any part of the unit
area shall be respectively construed and considered as the commencement
or completion or operation or production of a well within the terms and
provisions of eacnh of the oil and gas leases to the same extent as
though suecn commencement, completion, operation or production was
carried on, conducted or obtained from any such leased tract.

Any leage ewbracing State lands having onlya portion of its
lands committed hereto shall be segregated as to the portion committed
and to the portion not coumitted, and the terms of such lease shall
apply separately to such segregated portions commencing as of the
effective date nereof. Notwithstanding any of the provisions of this
agreement to the contrary, any lease embracing lands of the State of
New Mexico having only a portion of its lands committed hereto shall
continue 1n full force and effect beyond the term provided therein as
to all lands embraced in such lease, if unitized substances are dls-
covered and are capable of being produced in paying quantities from
some part of the lands embraced in such lease committed to this agree-
ment at the expiration of the secondary term of such lease; or if,
at the expiration of the secondary term, the lessee or the Unit
Operator is then engaged in bona fide drilling or reworiking operations
on some part of the lands embraced in such lease, the same as to all
lands embraced therein shall remain in full force and effect so long
as such operations are being diligently prosecuted, and if they result
in the production of unitized substances, sald lease shall continue in
full force and effect as to all of the lands ewbraced therein, so long
thereafter as unitized substances in paying quantities are being
produee; from any portion of sald land.

13. CONSERVATION., Operations hereunder and production of
unitized substances shall be conducted to provide for the most economical
and efficient recovery of said substances without waste, as defined by
or pursuant to State laws or regulations.

14, DRAINAGE., The Unit Operater shall take appropriate and
adequate measures to brevent drainage of unitized substances from unitised
lands by wells on land not subject to this agreement.



15. COVENANTS RUN WITH LAND. The covenants herein shall be
construed to be covenants munning with the land with respect to the
interests of the parties hereto and thelr successors in interest until
this agreewment terminates, and any grant, transfer or conveyance, of
interest in land or leases subject hereto snall be and hereby is
conditioned upon the assumption of all privileges and obligations
nereunder by the grantee, transferee or other successor in interest.

No agpignment or transfer of any working, royalty or other interest
subject nereto shall be binding upon the Unit Operator until the first
day of the calendar month after Unit Operator is furnished with the
original, pnotostatic or certified copy of the instrument of tranafer.

16, EFFECTIVE DATE AND TERM, Tnis agreement shall become
effective upon approval by the Commissioner and shall terminate in two
years after such date unless (a) such date of expiration is extended
by the Commissioner, or (b) a valuable discovery of unitized substances
has been made on unitized land during said initial terwm or any
extension thereof, in which case this agreement shall remain in effect
80 long as unitized substances can be produced from the unitized land
in paying quantities, and should production cease, 8o long thereafter
as diligent operations are in progress for the restoration of
production or discovery of new production and so long thereafter as
the unitized substances so discovered can be produced as aforesaid.
This agreement may be terminated at any time by the mutual consent
of the owners of the uorkiqg interests signatory nereto witn tne
approval of the Comnissianér. Likewise, as provided in Section 8 hereof,
the fallure to coumply with the drilling provisions of this unit agreement
shall as of the date of any such default, automatically terminate this
unit agreement,

17. RATE OF PRODUCTION. All production and the disposal thnereof
snall be in conformity with allocations, allotments and quotas wmade or
fixed by the Comwmission and in conformity with all applicable laws and
lawful regulations.



13. APPEARANCES. Unit Operator shall, after notice to other
parties affected, have the rignt to appear for and on benalf of any
4and all interests affected hereby before the Commissioner of Public
Lands and tne New Mexico (0il Conservation Commission and to appesal
from orders issued under the regulations of the Commissioner or
Commission or to apply for relief from any of said regulations or in
any proceedings relative to operutions pending before the Comsissioner
or Comsission; provided, nowever, tnat any other interested party shail
also have the right at hig own expense to appear and to participate
in any suen proceeding.

1. NOTICES, All notices, dewmands or stateuents required
nereundsr to be glven or rendered to the parties nereto shall be deemed
fully given, if given in writing and personally delivered to the party
or sent by postpald registered mall, addressed to such party or parties
4t their respective addresses set forth in connection witn the
signatures hereto or to the ratification or oconsent hereof or to such
other address as any such party may have furnished in writing ts party
sending the notice, demand or statement.

2. UNAVOIDABLE DELAY., All obligations under tnis igreement
requiring the Unit Operator to cowmence or continue drilling or to
operiate an or produce unitiszed substances from any of the lands covered
by this agreement shall be suspended while, but only so long as, the
‘Unit Operator, despite the exercise of dus care and diligence, is
prevented from complying with such obligations, in whole or in part,
by strikes, war, acts of (od, Federal, State or municipal law or
agencies, unavoidable accidents, uncontrollable delays in transportation,
inability to obtain necessary materials in open market, or other matters
beyond the reasonable control of the Unit Operator whether similar to
matters nerein enumerated or not.

21. 1088 OF TITIE. 1In the event title to any tract of unitized
land or substantial interest tnerein shall fail and the true owner cannot
be induced to Jjoin the Unit Agreement 8o that such tract is not eommitted



to this agreement or the operation thereof hereunder becomes iumpracticable
48 2 result thereof, such tract wmay be eliminated from the unitised

ared, and the interest of the parties readjusted as & result of such
traot being eliminated from the unitized area. In the event of a dispute
a8 to the title to any royalty, working or other interest subject nereto,
the Unit Operator may withiold payment or delivery of the allocated
portion of the unitized substances involved on account thereof without
liability for interest until the diaspute i3 finally settlsd, provided
that no payments of funds due the 3tate of New Mexico shall be withneld.
Unit Operator as such is relieved from any responsibility for any defect
or failure of any title nereunder,.

22, 3UBSEQUENT JOINDER., Any 011 or gas interest in lands witiin
the unit arei not committed nereto prior to the submission of this agree-
ment for final approval eltner by the Commission or Comslislioner may be
committed hereto by the owner or owners of such rights sudbseribing or
congsenting to tnis agreement or executing a ratifiecation thereof, and
if such owner is also a working interest owner, by subscribing to the
operating agreement providing for the alloeation of costs of exploration,
development and operation. After operations are commenced hersunder,
the right of subsequent joinder by a working interest owner snall be
subject to all of the requirements of any applicable operating agreement
between the woriking interest owners relative to the allecation of coasts
of exploration, developaent and operation. A subsequent joinder shall
be effective as of the first day of the month following the filing with
the Comuissioner and the Commission of duly executed counterparts of the
instrument or instruments committing tne interest of suci: owner to this
agreement, but suen joining party or parties before partiecipating in any
benefits shall he required to assume 4nd pay to Unit Operutor tneir
proportionate share of tne unit expense incurred prior to such party's
or parties' Jjoinder in the Unit Agreement, and the init Operator shall
Dake appropriiate adjustments caused by such joinder, without any retro-

active adjustment of revenue.

. X



23. COUNTERFARTS., This agreement may be executed in any
number of counterparts, nc one of which needs to be executed by all
parties or may be ratified or consented to by separate instrument in
writing specifically referring hereto, and shall be binding upon
all tnose parties who nave executed such a counterpart, ratification
or consent hereto witih the same force and effect as if all such parties
had signed tie same dooument and regardless of whether or not it is
exscuted by all other parties owning or ¢laiming an interest in the
lands witnin the above described unit area. FProvided, however, not-
withstanding anything herein contained to the contrary, this agreeuent
shall not be effective unleas the owners of all oll and gas leases
within the unit area have committed their respective leasehold interests
nereto.

14 WITNESS WHERROF, the undersigned parties nereto have
caused tais agreement to be executed as of the respective date set
opposite their signatures.

7. F. Enlckerbocker

Address: P, 0, Box 1132
Midland, Texas

Bated
JNIT OPERATOR
AMERADA PETROLEUM CORPCRATION
ATTEST:
By
Zecretary
Address:
Pate
QULF OIL CORFORATION
ATTEST:
Zec -
retary
Address:
Date

~1%-



ATTEST:

Secretary
Date

ATTEST:

Secretary
Date

Date

Date

Diate

Date

Date

SOUTHERN PETRULEUM EXPLORATION,

BY

INC.

Address:

WARREN PETROLEUM CORPORATION

BY

Address:

aidress:

Aldress:

sddress:

Mdress:

Address:

ADDRESS:




STATE OF TEXAS
!
COUNTY OF )

The foregolng instrument was acknowledged before me this
day of . 1.55, by V. P. Knlekerbocker,

My Commigsion Expires:

Notary Public

STATE OF ;
COUNTY OF )
Tne foregoing 1nstrunant wags acknowledged before me tiis
day of , 186 b ,
' fr!aidsat'_?'Anernihf?isréibum Corporation,
a , o corpordation on behalf of sald corporation.

My Commission Zxpires:

Noatry PFubllie
S8TATE OF j
COUNTY OF g
Trne Toreging instrusent was acknowledged before me tiis
d&y of > 1 56 by »
President of Qulf OL1 Corporation,
4 corporation on benalf of said corporation,

My Commission Fxpires:

Notary Public
STATE OF }
COUNTY OF g
I'ne foregoing instrument was acknowledged before me trls
day of s 1556 by
President 5F Bouthern Petroleum Exploration,
Tne., a corporation on behalf of said corporation.
My Commission HExpires:
Hotary Publle
STATE GF }
COUNTY OF g
Tne foregoling instrument wug acknowledged before me tnis
day of 156 by
"President oF Warren Petroleus Corporation,
a corporation on behalf of sald corporation.

My Commission Expires:




STATE OF )

COUNTY OF }

The foregoing instrument was acknowledged before me this
day of » 1756 by

Ay Commission zxpires:

Hotary Fublie

STATE 0P

S Vgt Rt

COUNTY OF

The Pforegoing instrument was acknowledged before me tuis
day of s 156 by

My Commisslion ixpires:

Notary Public

STATE OF )

oo OF g

The foregoing instrument wig acunowledged before me tuis
day of _+ 1356 by

My Commission Explres:

Hotary Public

STATE OF 2
COUNRTY OF 5

The [oregoing instrument was aciknowledged before me tinls

My Commisslion Lxplras:

Notary Publie

STATE OP

)
COUNTY OF ﬁ

The foregoing instrument wasg ascknowledged before me tnias
w of 2 1?55 b}'

My Commlission Expires:

Notary Publiec

STATE OF )
COUNTY OF o

The foregoing instrument wus ackinowledged before wme tuis
day of s+ 1556 by

My Commission Expires:

Rotary Fublic



CERTIFPICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS,
STATE OF NEW MEXICO
JF UNIT AJREEMENT POR DEVELOPMENT AND UPERATTON
OF HORTH BAGLEY UNIT AREA
Lik COUNTY, NE: YEXICY

There naving been presented Lo the undersigned Commissioner of

Fublie Lands of the 3tate of New sexico for exunmination, an agreement
for the development and operation of the Nortn Ragley Unit Area, laa
County, New Mexlico, dated the day of August, 1,586, in waien

V., P, Knickerbocker l1s desigaa€33 as Jperator, ard whieh has been
eiacuted oy various parties owning and nolding oil and gas leases
embracing lands within the unit area, and upon examination of sald
Azreeuweaent, the Comaissioner finds:

(2] That such isgreesent will tend to promote the conpervi-
tion of oil and gag snd the better utilization of
reservoir energy in said field;

Vo) Tuet under tne operations proposed, the State will
receive its falr share of the recsveradle oil or
Zag in place under its land in tne area affected;

{c) Tnat the Agreement is in other respects for tae best
irterest of the State;

(&) Trat the Agreement provides for ths unit operation of
the fleld, for tne allocsation of produetion, and tne
snaring of proceeds from a part of the area covered by
tne fAgreement on an aereage hagis us specified in the
Agregment.

NOW THEREFORE, by virtus of the autsority conferred upon we by
the Lawa of thne State of Hew Mexico, I, the undersigned Cosmissioner of
Fublic Lands of the State of NHew Mexico, for the purpose of more properly
conserving the o1l and gas resources of tne State, do hereby consent to
and approve tne ibove referred to North Bagley init Agreement as to
the lands of tng Stata of New Mexico committed tnereto, and all oil and
248 leases embrucing lands of the 3tate of New Mexico committed to sald
Agreemant snall be and the same are hereby amended so that the proviaions
thereof will conform to the provisions of sald Unlt Agreeasnt and so
that the length of tna secondary term of each auch lease will be
extended. insofar as necessary. $o coincide witl: the terms and
proviglions of sald Unit aAgreement, and in the event tne term Of sald
Unit Agreement ahall be extended as provided therein such extensiosn shall
alss be effective to extend the term of each 01l and gas lease embracing
lands of the State of Rew Mexico committed to said Unit igreewent which
would othsrwise 2xpire, 80 as to colincide with tne extended terw of
suel: Unit Agreement.

IN WITNESS WHEREOPR, this certificate of approval 1s executed
ag of this the ____ day of » 1356,

Zommissioner of Fublic Lands ol the
State of Hew Mexieo
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EXHIBIT "B"

NORTH BAGIEY UNIT AREA, LEA COUSTY, BEVW MEXICQ
TONEERIP 11 SCOUTH, RANGE 33 EAST

SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWAERSHIP (F OIL AND GAS
ISTERESTS IW ALL LANDS IN THE UNIT AREA

Tract No. of  Lease fio. &
fo. Descriptice of Land Acres
\H..
330,00 B-21-57
2. T. 11 8., BR. 33 4.
Sec. 10: H& 320,00  32L-57
3. -
126,00 H.B.P.
i, ¥. 11 S., R, 33 E.
See. 10: 8Ed 280,00  9-10-56
Le-l0@)
! au_l H.V wmwﬁb ALl w W,c n:l.-«gm
Sec. 9: SWEBE BO.Q0  -2le5T
cqt .Eo M.- m..i.NgW
80,00  10-10-57
m- U.!.Fg—..wg
80 .0 2-10-57

Ovoershlp, verviding
Basic Royalty Royalty and Working Iaterest
Legsee of Record Percentage Owmer

Wk N. Qlenn-1/8
Juseph R.
Collier-T/8

Lecnard 0il Co.-3/8

J. P. Collier-5/8

1/8-5tate

1/8=-53tate
1/ 8« Gtate
1/Be0tate

1/8-State

1/8-5tate

Amorede Petroleum Corporstion Hobe

Amerada Fetroleum Corporation Hone

Amersds Petrolev
Courporation

Arerads Petroleu
Corporatiom

Gulf Oi1 Corporation Hoove Gulf 41 Corpore
Gulf Al Corporation one Gull M1 Corpors
Culf Ol Corporaticon Hone Gulf 0Ll Corpors
Magnollia Yetrole

Magnuiia Feiroleum Compsny Hoae Company

54-0). 8. Bandel-1/2  Southern Pet.
Southern Fetroleum ixplora- R. 8. Magrud:r Exploration,
tion, INc. Estate-1/2

Amerads Petrolewm Corporstion  Rong

Amareda Petroleu
Sorporation



2 tracte ~ foe lande

T trmcte - state lands -

TOEAL

~ OGBD.O0 acres
300,00 scres

- ..Pg 0 acren

Ownershlp, Overriding
%u. of Lease Ko. & Basic Royelty Royalty and Workia
O Description of Land Acres ixpirstion Date end Porcentage lessee of 8 cord Fercentage C
P £-~935 warren
160,00 5e10-56 1/8«3tate Warren Petroleum Curporation  Nome Corpor
WO APTTULATICHN



: UM HERMEY 18741953

HIRAM M DOW 7
CLARENCE E.HINKLE
W.E.BONDURANT.JR.
GEORGE H.HUNKER,UR
HOWARD £. BRATQY

S. B CHRISTY IV

J PENRCOD TOLES
LEWIS C.COX,JR

New Mexico 0Oil Conservation Commission

Santa Fe, X~

Attention:

Gentleman:

W2 =2nclose herewith in triplicate application of

P ’
o

<

LAw OFFICES
HERVEY, DOw & HINKLE

FIRST NATIONAL BANK BUILDING

e

TELEPHONE MAIN 2-8510

i

J

ROSWELL, NEW MEXICO

July 24, 156

Mexico

¥Mr. Warren Mankin

va\

V. F. Xnickerboczer of Midland, Texas, for approval of
the Morth Bazley Unit Area, the hearing on wrnicn 2as been
set Tor August 7 at Banta Fe, and which was set down
pursuznt to our telegram.

We are in the process of preparing the form of unit
agreemant and copies will be filed with you prior to the
time of ftre hearing,.

Yours very truly,
HERVEY, DOV & HINKLE
CEE: jy

Encl.



MAR OFFICE 000
BEFORE THE OIL CONSERVATION COMMISSION
5500 £/ By q: oo STATE OF NEW MEXICO

LY S |

APPLICATION OF V., F., KNICKERBOCKER FOR

APPROVAL OF THE NORTH BAGLEY UNIT AGREEMENT

EMBRACING 1,440.00 ACRES, MORE OR LESS, q
LEA COUNTY, NEW MEXICO, CONSISTING OF CASE NO,

ALL OF SECTIONS 9 and 10, AND THE NWi of

SECTION 11, TOWNSHIP 11-SOUTH, RANGE-33-EAST,

N.M,P.M.

New Mexico 0il Conservation Commission
Santa Fe, New Mexico

Comes the undersigned, V. F. Knickerbocker, of Midland,
Texas, and files herewith three copies of the proposed unit agreement
for the development and operation of the North Bagley Unit Area,
Lea County, New Mexico, and hereby makes application for the approval
of sald unit agreement as provided by law, and in support thereof,
shows:

1. That the proposed unit area covered by sald agreement
embraces 1,440.00 acres, more or less, more particularly described
as folbws:

NEW MEXICO PRINCIPAL MERIDIAN, NEW MEXICO

T. 11 S., R. 33 E.

Secs. 9 and 10: all
Section 11: Nwi

2. That of theNlands embraced within the proposed unit area,
800 acres or approximately 55% are lands of the State of New Mexico,
and 640 acres or approximately U45% are fee or privately owned lands.

3. That applicant is informed and believes, and upon such
information and belief, states: That the proposed unit area covers
a substantial part of the geological feature involved, and in the
event of the discovery of oil or gas thereon, that said unit agreement
will permit the producing area to be developed and operated in the
interest of conservation and the prevention of waste of the unitized
substanées.

4, That V. F. Knickerbocker is designated as the unit operator

in sald unit agreement, and as such is glven authority under the terms



thereof to carry on all operations necessary for the development and
operation of the unit area for oil and gas, subject to all applicable
laws and regulations. That said unit agreement provides for the
commencement of a test well on or before August 7, 1956, and for the
driliing of the same to a depth sufficient to test the Devonian
formation unless oil or gas in paying quantities is discovered at

a lesser depth.

5. That sald unit agreement 1s in substantially the same
form as unit agreements heretofore approved by the Commissioner of
Public Lands of the State of New Mexico and by the New Mexico 0il
Conservation Commission, and it is believed that 1in theevent oil
or gas in paying quantities is discovered on the lands withh the
unit area, that the field or area can be developed more economically
and efficiently under the terms of said agreement, to the end that
the maximum recovery will be obtained, and that said unit agreement
is in the interest of the conservation of oil and gas and the pre-
vention of waste as contemplated by the New Mexico 0il Conservation
Commission statutes.

6. That application is being made for the approval of said
unit agreement by the Commlssioner of Public Lands for the State of
New Mexlco.

7. That upon an order being entered by the New Mexico 0il
Conservation Commission approving said unit agreement and after
approval thereof by the Commissioner of Public Lands of the State
of New Mexico and the Director of the United States Geological Survey,
an approved copy thereof will be filed with the New Mexico 01l
Conservation Commission.

WHEREFORE, the undersigned applicant respectfully requests that
a public hearing be held on the matter of the approval of said unit
agreement and that upon said hearing, said unit agreement be approved
by the New Mexico 0il Conservation Commission as being in the interest
of conservation and prevention of waste.

DATED this 19th day of July, 1956.

Respectfully submitted,

V. :; . Knickerbocker




Coar ki

Law OFFicES
AAINL ATy
J. M. HERVEY |s74-éﬂ;-\“\‘: O'- {- ;:: Oﬂ@?VEYv Dow & HINKLE

HIRAM M. DOW

CLARENCE E. HINKLE FIRST NATIONAL BANK BUILDING

W.E. BONDUR‘AN'I,JR.

GEORGE H;g AT T R SﬁJELL, NEw Mexico

HOWARD C. N wr rd Q. TELEPHONE MAIN 2-6510
S.B.CHRISTY Vv

J.PENROD TOLES

LEWIS C.COX,JR. August 3, 1 956

Mr. Warren Mankin
New Mexlco 011l Conservation Commission
Santa Fe, New Mexico

Re: North Bagley Unit Agreement
Lea County, New Mexico
Case No. 1119

Dear Mr. Mankin:

I enclose letter which I have Jjust received from
Mr. V. F. Knickerbocker advising that he will be unable
to go ahead with the formation of the above unit agree-
ment .

I also have a letter from Bob Dewey advising that
Case 1096 has been dismissed.

I will be at the hearing in connection with Cases
1117 and 1118 of Richardson & Bass and the Humble and
will ask that Case 1119 be dismissed.
Yours sincerely,

HERVEY, DOW & HINKLE

By Clusy oo & DU bt
CEH:mp 17L/1

Encl.




| PauL E HASKING

HASKINS & KNICKERBOCKER
Oit. PROPERTIES
PHONE MU 3.2502 P. O. Box 1132
MIDLAND, TEXAS

August 1, 1956
AIR MAIL
Mr. Clarence Hinkle
Attorney at Law
% Hervey, Dow & Hinkle
Rppwcll. New Mexice
Dear Mr. Minkle:
Re: Unit Agresment

North Bagley Unit Area
Lea County, New Mexico.

I regret very much having to inform you that
due to the shortage of time and the present scarcity of
pipe caused by the steel strike, we f{ind it impossible
to commence drilling operations in time to comply with
the subject unit agreement. We, thereforse, request
that you have our application and hearing dropped from
the New Mexico Oil Conservation Commission.

We wish to take this opportunity to express our
sincere appreciation for the large amount of time and
effort you have spect forming this unit. Circumstances
make our decision to drep this deal unavoidabte.

Very truly yours,

%t Vo F. Knickerbocher

VFK-jd

V. P. KNICKERBOCKER



LAwW OFFICES

A AN »a
MATOFFIDP-gee HERVEY, DOW & HINKLE
232;:52?’.“"“5 FiRsST NATIONAL BANK BUILDING
W. E. BONDURANT, JR.
bt eagx_ H. YHKER, JR. ROSWELL, NEW MEXICO
IJ""J L’I:;L g - CHR;£B£TT06 : 22 TELEPHONE MAIN 2-8510
J.PENROD TOLES Ju1y 27, 1956

LEWIS C.COX,JR.

L

New Mexico 0il Conservation Commission
Santa Fe, New Mexico

Attention: Mr. Warren Mankin

Re: North Bagley Unit Agreement
Case Number 1119
Hearing--August 7

Gentlemen:

I advised Mr. Mankin over the telephone today that we
had prepared and forwarded to Mr. Knickerbocker of Midland,
Texas, the application for approval of the North Bagley
Unit Agreement, which is to be heard in connection with the
above case. Mr. Knickerbocker will forward the application
direct to you, if he has not already done so.

We enclose three copies of the proposed unit agreement
to be filed in connection with the application.

Yours very truly,

HERVEY, DOW & HINKLE

CEH: jy

Encls.

cc: Mr. V. F. Knickerbocker
P, 0., Box 1132
Midland, Texas



BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE CF NEW MEXICQ

|

. IN THE MATTER OF THE HEARING

| CALLED BY THE OIL CONSERVATION
. COMMISSION OF THE STATE OF NEW
| MEXICO FOR THE PURPOSE OF

| CONSIDERING:

CASE NO, 1119
Crder No. R-868

- APPLICATION OF V. F., KNICKERBOCKER

+ FOR AN GRDER GRANTING APPROCVAL OF

! HIS PROPOCSED NORTH BAGLEY UNIT

1 AGREEMENT EMBRACING 1,440 ACRES,

| MORE OR LESS, IN ACCORDANCE ¥ITH
RULE 507 OF THE NEW MEXICO OIL
CONBERVATION COMMISSION STATEWIDE
RULES AND REGULATIONS. SAID UNIT
TC COMPRISE THE FOLLOWING DESCRIBED
PROPERTY IN LEA COUNTY, NEW MEXI(CG:
TOWNSHIP 11 SOUTH, RANGE 33 EAST,
NMPM, SECTION 9, ALL; SECTICN 10
ALL; SECTION 11 NW/4.

ORDER OF DISMISSAL

BY THE COMMISSICN:

This cause came on for hearing at 10:00 o'clock i
a.m. on August 7, 1956, at Santa Fe, New Mexico, before Warrean i
W. Mankin, Examiner duly appointed by the New Mexico 0il Con-
servation Commission, hereinafter referred to as the "Com-
mission,"” in accordance with Rule 1214 of the Commission Rules _
and Regulations. §
|
NOW, on this ~day of August 1956, the Com- ?
mission, a quorum being presenf, having congidered the appllcatloh,
the evidence adduced and the recommendations of the Examiner,

Warren ¥W. Mankin, and being fully advised in the premises,
FINDS: !

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

(2) That applicant, by its attorney entered an
appearance before the Commission and moved to dismiss the cause. |

(3) That said cause should therefore be dismissed.

IT IS THEREFORE ORDERED:

That the applicatiom of V. F. Knickerbocker for
an order granting approval of his proposed North Bagley Unit



-2
Order No. R-3068

of 1440 acres, more or less, in Lea (ounty, New Mexico, describec
as follows:

TOWNSHIP 11 SOUTH, RANGE 33 EAST, NMPH
Section 9: Ali

Section 10: All

Section 11: Nw/4

e and the same ic hereby dismissed.

DOGNE at Santa Fe, New Hdexicoe on the day and year
hercinabove designated.

STATE CF NEW HMEXICO
OIL CONSERVATICKN COMMISSION

AT T ubes

A,'L, PORTER, Jr., /émber & Secretary

AN

iy s
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OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

September 6, 1956

kr. Clarence Hinkle
Hervey, Dow & Hinkle
Box 547

Roswell, New Mexico
Dear Sir:

“'e enclose two copies of Order R-868 issued August 30, 1956, by
the Cil Conservation Comnission in Case 1119, which was heard on
August 7th at Santa Pe.

Very truly yours,

A. L. Porter, Jr.
Secretary ~ Director

brn
Encls.



