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MR. NUTTER: At the present time we will call
Case Number 4568, just for the purpose of appearances.

MR. LETTS: Mr. West is not here right now.

He should be here shortly, and his land man, so we just
really aren't quite prepared. They are upstairs talking
about --

MR. NUTTER: Are you Mr, Letts?

MR. LETTS: Yes.

MR. NUTTER: I am calling it just for the
purpose of appearances so Mr. Hinkle can leave.

MR, LETTS: Oh, fine. Fine.

MR. HINKLE: I am Clarence Hinkle, Hinkle,
Bondurant, Cox and Eaton. We would like to enter an
appearance in this case in association with Mr. Jack Letts.

MR. NUTTER: And you are Mr. Letts, L-e-t-t-s7?

MR. LETTS: L-e-t-t-s, Denver, Colorado.

MR. NUTTER: And you are the attorney in the
case?

MR. LETTS: Yes.

MR. NUTTER: All right. Thank you very much.




10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

PAGE

MR. NUTTER: Call Case Number 4568.

MR. HATCH: Case 4568. Application of W. W. West

for a unit agreement, Otero County, New Mexico.

MR. NUTTER: This case has already been called

for appearances, so proceed, Mr. Letts.

MR. LETTS: All right, sir.
MR. HATCH: You have one witness?
MR. LETTS: I have two.
{Witnesses sworn)

MR. LETTS: PFor the record, I would like to state

that Mr. West asked me to assist him in preparing some of

these exhibits, so I probably will know more about it than

anyone else, so I probably would ask some leading questions.

W. W. WEST

having been first duly sworn according to law, testified

upon his oath as follows:

DIRECT EXAMINATION

BY MR. LETTS:

Would you state your name, please?

W. W. West.

And your residence?

Midland, Texas.

And your occupation?

A little of everything, geologist and --

Independent operator, would you say?
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And I suppose independent operator.
You have drilled many, many wells in your lifetime?
Yes, sir.
You are here, Mr. West, for what purpose, please,
today?
To present the geoclogical core and what there is on
this -- engineering on this, to present the
geological report and the -- what there is on the
engineering.
For --
For this hearing as it concerns the West Dog Canyon
Unit.
This unit is located in what county?
Otero County, New Mexico.
To begin with, Mr. West, let's present, if you will,
the geology as you see it, and if you will, refer
to the various maps that you have while you are
discussing the geology, please.
Well, I can probably just state it more precisely
and in a better form if I just read it from the
report.
I wonder if maybe we shouldn't put this report into
the record, too.

MR. HATCH: That will be Exhibit Five.

(Whereupon, Applican'ts Exhibit Number Five was
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marked for identification.)

(Mr. Letts continuing) Mr., West, Exhibit Five ié a
geologic report on the West Dog Canyon Unit Area.

If you would, explain that to us, please.

Well, this is a unit that has been designated by the
U.S.G.S. as a logical area to form a unit.

It consists of 37,781.88 acres, located in the
Brokeoff Mountains of Southeast Otero County, New
Mexico, in Townships 25 and 26 South, Ranges 19 and
20 East.

It is proposed to drill at seven thousand foot
Cambrian, test for oil or gas on this unit, and that
is conditioned on the possibility we could encounter
production above that, or impenetrable rocks, whichever
comes first.

The Brokeoff Mountains are composed of a large
anticlinal fault block, lving between Big Dog Canyon
on the east and the Salt Basin on the west.

Major faults along the east and west flanks
separate the Brokeoffs from the Big Dog Canyon graben
on the east and from Salt Basin on the west.

In turn, another major fault along the east flank
of the Big Dog Canyon graben separates it from the
Guédélupe Mountains to the east.

The sedimentary edge of the area, the sedimentary
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beds on the surface are Grayburg and San Andres
formations, but with interfingering transitional and
basinal beds of the Deleware Basin section outcropping
along the southwestern flank of the mountains.

Lower Permian beds, possibly a Pennsylvanian
section, the Mississippian, Devonian, Silurian,
Ordovician and Cambrian, in that order --

Well, Mr. West, if I might interrupt you right here,
I notice the unit agreement calls for drilling until
the Brice formation is encountered. Would this, then,
be the Cambrian?

That is a member of the Cambrian that we propose to --
I see. So that is your basal formation?

Yes, it is. On the flanks of the Brokeoffs our Big
Dog Canyon on the east and Salt Basin on the west,
these basins are filled with several hundred feet of
bolson deposits, which are -- I presume everybody is
familiar with, but they are just -- it has washed in
off the flanks of the mountains around the area.

The proposed West Dog Canyon Unit is located
in Otero County, which is a very large county with
no oil or gas production whatever. At least if there
is any there, I haven't heard about it.

And because it is in such a rank wildcat area

and is on a large structure, we have requested a
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formation of this large unit. The unit is outlined
by West Dog Canyon.

Beg your pardon. It is outlined by a major
fault forming the west side of Big Dog Canyon graben.
Now, this dog canyon, don't let it get you confused
too much.

It is called West Dog Canyon Unit, but the Big
Dog Canyon Unit is on the east side of the Brokeoffs,
and the fault along the west side of Big Dog Canyon
is the east boundary of the proposed unit.

Then it is extending toward the south. We
encounter a series of En echelon faults, related to
this major fault, which extends to the south and east,
and probably passed it to the east of an anticlinal
fold in the eastern portion of Township 26 South,
Range 20 East, thence extending south to the state line
of New Mexico and Texas where the anticlinal structure
appears to die out.

The northern boundary of the unit is spaced one
mile south of the north line of Township 25 South,
Ranges 19 and 20 east.

The western boundarv is placed down the westward
flank of the structure along the section line running
south seven miles from the northwest corner of Section

10, Township 25 South, Range 19 East.
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At this point the line intersects faults which
may limit production on the west and south.

These faults trend southeastward and extend to
the New Mexico - Texas state line, aqain,_where the
structure is dying out.

The remainder of the western boundary zigzags
to the south and east along these faults to the
position just referred to in New Mexico and Texas
State line.

Then the southern boundary of the unit follows
the New Mexico - Texas line to the junction with the
eastern boundary at the southeast corner of Section
35, Township 26 South, Range 20 East.

Mr. West, to summarize, we have a fault on the east
side of the unit, this anticline with faulting on the
west side, contour closing on the north and south edges
of the unit; is that right?

Yes.

You have worked this unit for quite some time, or vou
have worked this area for gquite some time, have you
not?

Yes, sir.

Would you tell us what you have done by the way of
geological work? This Brokeoff Mountain feature is

a prominent surface feature, is it not?
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Yes. It is a prominent surface feature. The
Mountains -- I presume a number of you have seen them.
They stick up in the air about, oh, from nothing up
to fifteen hundred feet or so up above -- well, the
Big Dog Canvon on the east, which forms the eastern
boundary of the thing is situated at a higher
elevation than the Salt Basin on the west.

I believe there is about seven or eight hundred
feet difference in the elevation of those two, of
those two plains.

And, of course, around on the west side they
project up in the mountains, project up in the air
probably 2500 feet, 22 to 2500.

So that this is extremely rugged?

It is very rough.

Very rugged --

Yes.

-- country? And you have had to -~ your unusual
well location was dictated somewhat by topography,
was it not?

Yes, sir, it was.

Where vou could get into it?

Yes, sir.

You have done some surface work?

Yes. I have done some surface work, and then we had
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some photogeologic work done on which that map there
is -- or that map is a result of it.

MR. LETTS: Do you have any questions with
regard to Mr. West's --

MR. NUTTER: The only thing I would like to
clarify, on this Exhibit Number 2, Mr. West, we have this
vellow-colored area labeled "Valley Canyon."

Would this be the Big Dog Canyon graben that you
were mentioning?

THE WITNESS: That is the upper end of the Big
Dog Canyon.

MR. NUTTER: 1Is that the graben in there?

THE WITNESS: Yes, sir. That is the graben.
The maps in that area show the upper end of it as -- I
believe it is called Valley Canyon, is it not?

MR. NUTTER: Yes. Valley Canyon.

THE WITNESS: And the lower end, then, is called
Big Dog Canyon.

MR. NUTTER: I see.

THE WITNESS: But it is all just one continuous
valley type or valley field area, bolson type deposits.

MR. NUTTER: Well, now, we have received your
application for that nonstandard location, and I don't
recall its being processed.

THE WITNESS: It has been approved.
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MR. NUTTER: Has it been approved?

THE WITNESS: It has already been approved.

MR. NUTTER: Where is that location? Where is
that well to be built?

THE WITNESS: It's in Section 18, 25 South, 20
East, and it is 1990 from the north, 1990 feet from the
north, and 1103 feet from the east.

I'm sorry. I should have spotted it on that
plat. :

MR. CARPENTER: What are the location figLres
on that? |

THE WITNESS: 1990 from the north line, 1403
from the east line. I have a sheet showing the topography
there.

MR. NUTTER: Well, that is immaterial to this
case, Mr. West. It was necessary for the administrative
approval.

THE WITNESS: Yes, sir.

MR. NUTTER: And if that has already been
approved, then, that is no problem.

MR. LETTS: Those other two are cross sections,
Mr., West, are they not?

THE WITNESS: Yes, sir. " They are cross sections.
The 1arger one shows the general nature of the subsurface

in the area, and the small one you have in your hand, the
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area is just a columnar type section, but it does show
those Deleware Basin Beds coming in on the southwest.
It indicates that they are there.
MR. NUTTER: Right. Are there any further
questions of Mr. West? He may be excused.
(Witness excused)

KEN CARPENTER

having been first duly sworn, according to law, testified
upon his oath, as follows:

DIRECT EXAMINATION

BY MR, LETTS:

Q Will you state your name, please?

A Ken Carpenter.

0 And your occupation?

A I am an independent oil operator. I work with Mr.

West, and assist him in his land work.

0 I have given you, and if you will refer to, Exhibit 1,
which is the unit agreement, Mr. Carpenter. Will you
tell us with regard to Exhibit B of Exhibit 1 the
land situation with regard to the West Dog Canyon
Unit, please?

How many acres, first of all.

A There are 37,781.88 acres in the unit. This is made

up of seventy-nine tracts, of which seventy-one are

federal tracts, comprised of 88.57 percent of the unit.
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Seven are state tracts, comprising 10.61 percent

of the unit, and one is a fee tract, comprising 1l.27 percent

of the unit.

0

Mr. Carpenter, can you tell me what percentage of the
unit will be owned by Mr. West and, as of this time,
dedicated to the unit?
At this time we have eighty-nine percent of the unit
controlled by Mr. West in hand.

We anticipate in excess -- within a day or two --
of ninety percent of the unit.
Will you tell us about the balance, please?
The balance of the unit is held primarily by a group
which has become well known throughout the country
recently, which is King Resources.

We have made numerous efforts to contact them.
We have contacted them on many, many times, and I
think you are all familiar with the very difficult
circumstances they are in, and then, thusfar, they have
not been able to farm out, commit or do anything with
their acreage because of their bankrupt situation and
because of their involvement with the European
organization, I.0.S., which is a massive legal snarl,
which prohibits them from working with us in any
manner.

At least as of this time, as it stands right now, you
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have no response from King with regard to their
participation?
ﬁight. We have no response.
They have not said, ves, they will?
Right. The oniy nature of response is simply that
they are unable to respond affifmatively or
negatively --
At this time?
-- at this time. And they do not know when or if
they will be able to respond to it.
If King were to join the unit -- if they were able
to join the unit, what percentage of the unit would
be committed?
Would have approximately ninety-six to ninety-seven
percent of the unit committed if Xing is able to do
anything at any time.
Can you tell us something about the leases and their
dates? Is there urgency to this matter?
Yes. There is a great urgency in our lease and our
exploration dates, as I am sure you all are well
awvare.

We have leases which begin to expire as early
as July the 31lst, and therefore, we are under a
considerable pressure to get through the proper

agencies and get the approval and have a well drilling
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on that date.

I would judge that something like twenty-five
percent of the lands within the unit outline will
expire on the 31lst of this month.’

The U.S.G.S., everyone, has been very cooperative in
helping us get this unit approved in time to extend the
leases by drilling.

Mr. Carpenter, can you tell me what Mr. West's
plans are with regard to drilling?

Actual drilling operations on the unit, we have
arrangements for a drilling rig to spud the hole and
begin drilling prior to July the 31lst; hopefully,
eight or ten days sooner, and --

As a matter of fact, Mr. West has a rig on the
location right now, does he not? |
That's correct. We have a rig of our own which is
there, which we are capable of using at any time.

But his thought, Mr. West's thought, or your thought,
is that you may bring that larger rig, if it is
possible? How about roads, for instance?

Well, that is one of our problems, that we have a fair
amount of road work in order to get a larger rig into
the location from the map.

That is, mountainous area, there are ranch

roads, which the sheep farmers and ranchers use, and
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we have a considerable amount of road work and
location work in order to have an ideal location
for the drilling.
0 But you are prepared to commence drilling as prior
to the end of this month, July 31lst?
A Yes, definitely.
MR. LETTS: I believe that's all.

CROSS EXAMINATION

BY MR. NUTTER:

0 Mr. Carpenter, I have tried to take my copy of this
Exhibit A, attached to this unit agreement, and
indicate on that the King Resources leases.

I am not sure I have found all of them. Well,
I haven't, because I see another one here, Tract 6.

Would you recite the tracts that King Resources
is the owner of?

A Tract Number 6? Do you need the location on that?

0 Well, if it is in more than one section, I would
appreciate it.

A  Okay. Township 25 South, Range 19 East, Section 11,
North half, North half of the South half.

0 You don't have to give the specific directions. Just
the sections.

A And Section 12, Tract Number 9, Section 10 only,

26 South, 19 East.
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MR. LETTS: 2619, Tract Number 9 in Section 10,
right?

THE WITNESS: Right.
A Tract Number 10, 2620, Section 3.

(Mr. Nutter continuing) Okay.

0

A Tract Number 11, 2520, Section 21, Tract Number 14,
2620, Sections 20, 23, 35.
Q Okay.
A Tract Number 77, 25 South, 19 East, Section 36,
Tract Number 78, 2520, Sections 32 and 34.
Q Okay. What was the one before 772
MR. LETTS: 76, I believe.
MR. NUTTER: 76?
A No. I had 77 and 78, and then the one previous to
that was Number 14, 26 South, 20 East.
Q And 77, then, has been 36 of 2519?
A Yes, sir.
Q I believe if you will check your map, that may be
labeled in error.
MR. LETTS: Well, you know, you're right. We
had a -- that is mvy fault. You are sure right. As a
matter of fact, Tract 73 through 78 are in error on the map,
and I am going to have to redo the map, just the numbers,
because we had a state lease Tract Number 73 on the exhibit

that was brought in, so that is exactly right. You are right
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MR. NUTTER: So this Number 76 is a King Resource,
in Section 36 is the King Resource Lease?

MR, LETTS: Just a minute here. Let's see. Boy,
this is too bad. Yes. And that should be 77, and that is
a King Resource lease.

MR. NUTTER: Actually, we should say 77 instead
of 762

MR. LETTS: That's right. As a matter of fact,
let's just for your map, and then I will send you a new one.
let's go over these.

(Whereupon, a discussion was held off the record.

MR. NUTTER: But on Exhibit B, the identification

of the King Resource lease is by tract number; is that

correct?

MR. LETTS: Yes.

MR. NUTTER: So that gives us the acreage that
is not committed to the unit?

MR. LETTS: That's right. Exactly.

MR. NUTTER: That is what I wanted to know.

MR. LETTS: I'm sorry.

MR. NUTTER: Are there any further questions of

Mr. Carpenter? He may be excused.

(Witness excused)

MR. NUTTER: Do you have anything further in this

case, Mr. Letts?
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MR. LETTS: I think not, except to, once again,
press the urgency of approval of the unit agreement, subject
to the changes on the Exhibit A, which I will send in.

I believe that's all.

MR. NUTTER: I don't think you have offered your
exhibits vet.

MR. LETTS: Oh, I'm sorry. I thought I did.

I offer Exhibits 1 through 5.

MR. NUTTER: Exhibits 1 through 5 will be admitted
in evidence in this case.

And we will do everything to expedite the order
in the case, Mr. Letts.

Does anyone have anything further to offer in

Case 45687 We will take the case under advisement.
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Direct Examination by Mr. Letts

' KEN CARPENTER
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STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ;

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

ability.

e
{

N — . B /{ ]
) /&'7 (245 ) ;/);7 /([~ Y AR e
Court Repotter
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CERTIFICATION-DETERMINATION

fursuant to the suthority vested in the Secretary of Interior,
undzr the act approved February 25, 1920, 41 5tat, 437, as amended,
30 U. 5. C. secs. 181, et seg., and delegated to the 0il and Gas

Sup=srvisors of the Geological Survey (33 F.R. 5812), I do hereby:

A. Approve the attached agreement for the development and

aperation of the West Dng Canyon Unit Area, State of New Mexico.

8. Certify and determine that the unit plan of development
and operation contemplated in the attached agreement is necessary and
advisable in the public interest for the purpose of more properly

conserving the natural resources.

C. Certify and determine that the drilling, producing, rental,
minimum royalty and royalty requirements of all Federal leases committed
to said agreement are hereby established, altered, changed or revoked to

conform with the terms and conditions of this sgreement.

Dated .

0il and Gas 3Supervisor, United States Geological Survey

Contract Number

 BEFORE EXAMINER NUTTER
OiL CQ!‘{SEQVAT!ON CAUMMILSEITN

S s TEXHIBIT NO. /

CASE NO._ 4 T (-
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
WEST DOG CANYON UNIT AREA
COUNTY OF OTERO
STATE OF NEW MEXICO

NO,

THIS AGREEMENT entered into as of the day of ,

1970, by and between the parties subscribing, ratifying or con-
senting hereto, and herein referred to as the ''parties hereto'.
WITNESSETH:

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

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41
Stat. 437, as amended, 30 U.S.C. Secs. 18l et seq., authorizes
Federal lessees and their representatives to unite with each other,
or jointly or separately with others, in collectively adopting
and operating a cooperative or unit plan of development or opera-
tion of any oil or gas pool, field, or like area, or any part
thereof for the purpose of more properly conserving the natural
resources thereof whenever determined and certified by the Secretary
of the Interior to be necessary or advisable in the public interest;
and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Sec. 7-11-39
N.M. Statutes 1953 Annotated) to consent to or approve this agree-
ment on behalf of the State of New Mexico, insofar as it covers
and includes lands and mineral interests of the State of New

Mexico: and
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WHEREAS, the 0il Conservation Commission of the State of
New Mexico is authorized by an Act of the Legislature (Article 3,
Chapter 65, Vol. 9, Part 2, 1953 Statutes) to approve this agree-
ment and the conservation provisions hereof; and

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

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste, and secure other benefits obtain-
able through development and operation of the area subject to this

agreement under the terms, conditions and limitations herein set

.forth;

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

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act
of February 25, 1920, as amended, supra, and all valid pertinent
regulations, including operating and unit plan regulations, hereto=-
fore issued thereunder or valid, pertinent and reasonable regula-

tions hereafter issued thereunder are accepted and made a part of

- this agreement as to Federal lands, provided such regulations are

not inconsistent with the terms of this agreement; and as to non-
Federal lands, the oil and gas operating regulations in effect as
of the effective date hereof goveraning drilling and producing
operations, not inconsistent with the terms hereof or the laws
of tae Scate of which the non-Federal land is located, are hereby
accepted and made a part of this agreement.

2. UNIT AREA. The area specified on the map attached hereto

marked Exhibit YA" is hereby designated and recognized as

-2-
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constituting the unit area, containing 37,782.24 acres, more or
less.

Exhibit "A" shows, in addition to the boundary of the unit
area, the boundaries and identity of tracts and leases in said
area to the extent known to the Unit Operator. Exhibit "B"
attached hereto is a schedule showing to the extent known to
the Unit Operator the acreage, percentage, and kind of ownership
of o0il and gas interests in all land in the unit area. However,
nothing herein or in said schedule or map shall be construed as
a representation by any party hereto as to the ownership of any
interest other than such interest or interests as are shown in
said map or schedule as owned by such party. Exhibits "A" and
"B" shall be revised by the Unit Operator whenever changes in
the unit area render such revision necessary, or when requested
by the 0il and Gas Supervisor, hereinafter referred to as ''Super-
visor', or when requested by the Commissioner of Public Lands of
the State of New Mexico, hereinafter referred to as "Commissioner",
and not less than five copies of the revised exhibits shall be
filed with the Supervisor, and two copies thereof shall be filed
with the Commissioner, and one copy with the New Mexico 0il Con-
servation Commission, hereinafter referred to as '"'Commission'".

The above-described unit area shall when practicable be
expanded to include therein any additional lands or shall be
contracted to exclude lands whenever such 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 Commissioner, after preliminar
s > P y
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concurrence by the Director and the Commissioner, shall prepare
a notice of proposed expansion or contraction describing the
contemplated changes in the boundaries of the unit area, the
reasons therefor, and the proposed effective date thereof, pre-
ferably the first day of a month subsequent to the date of notice.
(b) Said notice shall be delivered to the Supervisor, the
Commissioner and the Commission and copies thereof mailed to the
last known address of each working interest owner, lessee, and
lessor whose interests are affected, advising that 30 days will
be allowed for submission to the Unit Operator of any objections.
(c) Upon expiration of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the
Supervisor, the Commissioner and the Commission evidence of mailing
of the notice of expansion or contraction and a copy of any objec-
tions thereto which have been filed with the Unit Operator, together
with an application in sufficient number, for approval of such
expansion or contraction and with appropriate joinders.
(d) After due consideration of all pertinent information,
the expansion or contraction shall, upon approval by the Super-
visor, the Commissioner and the Commission, become effective as
of the date prescribed in the notice thereof.
(e) All legal subdivisions of lands (i.e., 40 acres by Govern=-
ment survey or its nearest lot or tract equivalent; in instances
of irregular surveys unusually large lots or tracts shall be con-
sidered in multiples of 40 acres or the nearest aliquot equivalent
thereof), no parts of which are entitled to be in a participating
area on or before the fifth anniversary of the effective date of
the first initial participating area established under this unit
agreement, shall be eliminated automatically from this agreement,

effective as of said fifth anniversary, and such lands shall no
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longer be a part of the unit area and shall no longer be
subject to this agreement, unless diligent drilling operations
are in progress on unitized lands not entitled to participation
on said fifth anniversary, in which event all such lands

shall remain subject hereto so long as such drilling operations
are continued diligently with not more than 90 days' time
elapsing between the completion of one well and the commence=-
ment of the next well. All legal subdivisions of lands not
entitled to be in a participating area within 10 years after
the effective date of the first initial participating area
approved under this agreement shall be automatically elimi-
nated from this agreement as of said tenth anniversary. All
lands proved productive by diligent drilling operations after
the aforesaid 5=year period shall become participating in

the same manner as during said 5-year period. However, when
such diligent drilling operations cease, all nonparticipating
lands shall be automatically eliminated effective as of the
91lst day thereafter., The Unit Operator shall, within 90

days after the effective date of any elimination hereunder,
describe the area so eliminated to the satisfaction of the
Supervisor and the Commissioner, and promptly notify all
parties in interest.

If conditions warrant extension of the 1l0-year period
specified in this subsection 2(e), a single extension of not
to exceed 2 years may be accomplished by consent of the owners
of 90% of the working interests in the current nonpartici-
pating unitized lands and the owners of 60% of the basic
royalty interests (exclusive of the basic royalty interests

of the United States) in nonparticipating unitized lands

with approval of the Director and Commissioner, provided
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such extension application is submitted to the Director and
Commissioner not later than 60 days prior to the expiration
of said ten-year period.

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

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land
committed to this agreement shall constitute land referred to
herein as "unitized land" or ''land subject to this agreement'.

All oil and gas in any and all formations of the unitized land
are unitized under the terms of this agreement and herein are
called "unitized substances'.

4, UNIT OPERATOR. W. W. West is hereby
designated as Unit Operator and by signature hereto as Unit
Operator 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 Operator, such reference means the
Unit Operator acting in that capacity and not as an owner of
interest in unitized substances, and the term 'working interest
owner' when used herein shall include or refer to Unit Operator
as the owner of a working interest when such an interest is owned
by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
shall have the right to resign at any time prior to the establish-
ment of a participating area or areas hereunder, but such resigna-
tion shall not become effective so as to release Unit Operator from
the duties and obligations of Unit Operator and terminate Unit

Onerator's rights as such for a period of 6 months after notice of
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intention to resign has been served by Unit Operator on all
working interest owners and the Supervisor, the Commissioner

and the Commission, and until all wells then drilled hereunder are
placed in a satisfactory condition for suspension or abandonment
whichever is required by the Supervisor as to Federal lands and
by the Commission as to State and privately owned lands, unless

a new Unit Operator shall have been selected and approved and
shall have taken over and assumed the duties and obligations of
Unit Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner
and subject to like limitations as above provided at any time a
participating 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 removal becomes effective,
appoint a common agent to represent them in any action to be taken
hereunder.

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

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

The resignation or removal of Unit Operator under this agree-

ment shall not terminate its right, title or interest as the owner

-7
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of a working interest or other interest in unitized substances,
but upon the resignation or removal of Unit Operator becoming
effective, such Unit Operator shall deliver possession of all
wells, equipment, materials and appurtenances used in conducting
the unit operations to the new duly qualified successor Unit
Operator or to the common agent, if no such new Unit Operator

is elected, to be used for the purpose of conducting unit opera-
tions hereunder. Nothing herein shall be construed as authorizing
removal of any material, equipment and appurtenances needed for
the preservation of any wells.

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

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

(b) the selection shall have been approved by the Supervisor
and the Commissioner.

If no successor Unit Operator is selected and qualified as
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herein provided, the Director and Commissioner at their election
may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If
the Unit Operator is not the sole owner of working interest, costs
and expenses incurred by Unit Operator in conducting unit opera-
tions hereunder shall be paid and apportioned among and borne by
the owners of working interests, all in accordance with the agree-
ment or agreements entered into by and between the Unit Operator
and the owners of working interests, whether one or more, sepa-
rately or collectively. Any agreement or agreements entered into
between the working interest owners and the Unit Operator as pro-
vided in this section, whether one or more, are herein referred to
as the "unit operating agreement'. Such unit operating agree-
ment shall also provide the manner in which the working interest
owners shall be entitled to receive their respective proportionate
and allocated share of the benefits accruing hereto in conformity
with their underlying operating agreements, leases or other
independent contracts, and such other rights and obligations as
between Unit Operator and the working interest owners as may be
agreed upon by Unit Operator and the working interest owners; how=-
ever, no such unit operating agreement shall be deemed either to
modify any of the terms and conditions of this unit agreement or
to relieve the Unit Operator of any right or obligation established
under this unit agreement, and in case of any inconsistency or
conflict between this unit agreement and the unit operating agree-
ment, this unit agreement shall govern. Three true copies of any

unit operating agreement executed pursuant to this section should
ies

be filed with the Supervisor and two true cop/ with the Commissioner

and one true copy with the Commission, prior to approval of this

unit agreement.
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8. RIGHTS 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 hereby delegated to and shall be exercised by the
Unit Operator as herein provided. Acceptable evidence of title
to said rights shall be deposited with said Unit Operator and,
together with this agreement, shall constitute and define the rights,
privileges, and obligations of Unit Operator. Nothing herein,
however, shall be construed to transfer title to any land or to
any lease or operating agreement, it being understood that under
this agreement the Unit Operator, in its capacity as Unit Operator,
shall exercise the rights of possession and use vested in the
parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within 6 months after the effective
date hereof, the Unit Operator shall begin to drill an adequate
test well at a location approved by the Supervisor, if on Iederal
land, or by the Commissioner if on State land, or by the Commission
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 Bliss formation has been

tested or until at a lesser depth unitized substances shall be dig-
covered which can be produced in paying quantities (to-wit: quanti-
ties sufficient to repay the costs of drilling, completing, and
producing operations, with a reasonable profit) or the Unit Operator
shall at any time establish to the satisfaction of the Supervisor

if located on Federal lands, or the Commissioner if located on

State lands, or the Commission if located on fee lands, that further

drilling of said well would be unwarranted or impracticable, provided,

-10-
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however, that Unit Operator shall not in any event be required
to drill said well to a depth in excess of‘7,000 feet. Until the
discovery of a deposit of unitized substances capable of being
produced in paying quantities, the Unit Operator shall continue
drilling one well at a time, allowing not more than 6 months be=-
tween the completion of one well and the beginning of the next
well, until a well capable of producing unitized substances in
paying quantities is completed to the satisfaction of said Super-
visor if on Federal land, or the Commissioner if on State land,
or the Commission if on fee land, or until it is reasonable proved
that the unitized land is incapable of producing unitized substances
in paying quantities in the formations drilled hereunder. Nothing
in this section shall be deemed to limit the right of the Unit
Operator to resign as provided in Section 5 hereof, or as requiring
Unit Operator to commence or continue any drilling during the period
pending such resignation becoming effective in order to comply with
the requirements of this section. The Supervisor and Commissioner
may modify the drilling requirements of this section by granting
reasonable extensions of time when, in their opinion, such action
is warranted. Upon failure to commence any well provided for in
this section within the time allowed, including any extension of
time granted by the. Supervisor and the Commissioner, this agreement
will automatically terminate; upon failure to continue drilling
diligently any well commenced hereunder, the Supervisor and Com=-
missioner may, after 15 days notice to the Unit Operator, declare
this unit agreement terminated.

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

for the approval of the Supervisor and the Commissioner an

wl]l]lw
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acceptable plan of development and operation for the unitized

land which, when approved by the Supervisor and the Commissioner,
shall constitute the further drilling and operating obligations

of the Unit Operator under this agreement for the period specified
therein. Thereafter, from time to time before the expiration of
any existing plan, the Unit Operator shall submit for the approval
of the Supervisor and the Commissioner a plan for an additional
specified period for the development and operation of the unitized
land.

Any plan submitted pursuant to this section shall provide for
the exploration of the unitized area and for the diligent drilling
necessary for determination of the area or areas thereof capable
of producing unitized substances in paying quantities in each and
every productive formation and shall be as complete and adequate
as the Supervisor, the Commissioner and Commission 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 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 approval of the Supervisor, the Commissioner and
the Commission.

Plans shall be modified or supplemented 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 development.

-12-
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The Supervisor and Commissioner are authorized to grant a reason-
able extension of the 6-month period herein prescribed for sub-
mission 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
substances 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 and the Commissioner, shall be drilled except in
accordance with a plan of development approved as herein provided.
11. PARTICIPATION AFTER DISCOVERY. Upon completion of a
well capable of producing unitized substances in paying quantities
or as soon thereafter as required by the Supervisor and Commissioner,
the Unit Operator shall submit for approval by the Supervisor and
Commissioner a schedule, 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 and Commissioner
to constitute a participating area, effective as of the date of
completion of such well or the effective date of this unit agree-
ment, 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 sub-
stances 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 each

separate pool or deposit of unitized substances or for any group

=13~
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thereof which is produced as a single pool or zone, and any

two oxr more participating areas so established may be combined
into one, on approval of the Supervisor and Commissioner. When
production from two or more participating areas, so established,
is subsequently found to be from a common pool or deposit said
participating areas shall be combined into one effective as of
such appropriate date as may be approved or prescribed by the
Supervisor and Commissioner. The participating area or areas
so established shall be revised from time to time, subject to
like approval, to include additional land then regarded as
reasonably proved to be productive in paying quantities or
necessary for unit operations, or to exclude land then regarded
as reasonably proved not to be productive in paying quantities
and the schedule of allocation percentages shall be revised
accordingly. The effective date of any revision shall be the
first day 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 Supervisor
and Commissioner. No land shall be excluded from a participating
area on account of depletion 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 are abandoned.

It is the intent of this section that a participating area
shall represent the area known or reasonably estimated to be pro-
ductive in paying quantities, but, regardless of any revision
of the participating area, nothing herein contained shall be con=-

strued as requiring any retroactive adjustment for production

-1b=
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obtained prior to the effective date of the revision of the
participating area.

In the absence of agreement at any time between the Unit
Operator and the Supervisor and Commissioner as to the proper
definition or redefinition of a participating area, or until a
participating area has, or areas have, been established as pro-
vided herein, the portion of all payments affected thereby shall
be impounded in a manner mutually acceptable to the owners of
working interests and the Supervisor and Commissioner. Royalties
due the United States and the State of New Mexico, which shall
be determined by the Supervisor for Federal land and the Com-
missioner for State land and the amount thereof shall be deposited,
as directed by the Supervisor and Commissioner respectively, 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
on the basis of such approved participating area.

Whenever it is determined, subject to the approval of the
Supervisor as to wells drilled on Federal land and of the Com=-
missioner as to wells drilled on State land, that a well drilled
under this agreement is not capable of production in paying quanti-
ties and inclusion of the land on which it is situated in a parti-
cipating area is unwarranted, production from such well shall, for
the purposes of settlement among all parties other than working
interest owners, be allocated to the land on which the well is
located unless such land is already within the participating area
established for the pool or deposit from which such production is
obtained. Settlement. for working interest benefits from such a
well shall be made as provided in the unit operating agreement.

12, ALLOCATION OF PRODUCTION. All unitized substances
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produced from each participating area established under this
agreement, except any part thereof used in conformity with good
operating practices within the unitized area for drilling,
operating, camp and other production or development purposes,

for repressuring or recycling in accordance with a plan of
development approved by the Supervisor and Commissioner, or
unavoidably lost, shall be deemed to be produced equally on an
acreage basis from the several tracts of unitized land of the
participating area established for such production and, for the
purpose of determining any benefits accruing under this agreement,
each such tract of unitized land shall have allocated to it such
percentage of said production as the number of acres of such tract
included in said participating area bears to the total acres of
unitized land in said participating area, except that allocation
of production hereunder for purposes other than for settlement

of the royalty, overriding royalty, or payment out of production
obligations of the respective working interest owners, shall be

on the basis prescribed in the unit operating agreement whether

in conformity with the basis of -allocation herein set forth or
otherwise. It is hereby agreed that production of unitized sub-
stances from a participating area shall be allocated as provided
herein regardless of whether any wells are drilled on any particular
part or tract of said participating area. If any gas produced
from one participating area is used for repressuring or recycling
purposes in another participating area, the first gas withdrawn
from such last mentioned participating area for sale during the
life of this agreement shall be considered to be the gas so trans-
ferred until an amount equal to that transferred shall be so pro-
duced for sale and such gas shall be allocated to the participating

area from which initially produced as such area was last defined
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at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND COR
FORMATIONS. Any party hereto owning or controlling the working
interest in any unitized land having thereon a regular well loca-
tion may with the approval of the Supervisor as to Federal land,
the Commissioner as to State land and the Commission as to pri-
vately owned land, at such party's sole risk, cost and expense,
drill a well to test any formation for which a participating area
has not been established or to test any formation for which a
participating area has been established if such location is not
within said participating area, unless within 90 days of receipt
of notice from said party of his intention to drill the well the
Unit Operator elects and commences to drill such a well in like
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 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.

If any well drilled as aforesaid by a working interest owner
obtains production in quantities insufficient to justify the in-
clusion of the land upon which such well is situated in a partici-
pating area, such well may be operated and produced 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 underlying

lease and agreements affected.
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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 hereunder 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 of the operation of a well by a working interest owner as
herein provided for in special cases, shall make deliveries of
such royalty share taken in kind in conformity with the applicable
contracts, laws and regulations. Settlement for royalty interest
not taken in kind shall be made by working interest owners respon-
sible therefor under existing contracts, laws and regulations, or
by the Unit Operator, on or before the last day of each month for
unitized substances produced during the preceding calendar month;
provided, however, that nothing herein contained shall operate to
relieve the lessees of any land from their respective lease obli-
gatlons for the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is
introduced into any participating area hereunder, for use in re-
pressuring, stimulation of production, or increasing ultimate
recovery, in conformity with a plan of operations approved by the
Supervisor, the Commissioner, and Commission, a like amount of gas,
after settlement as herein provided for any gas transferred from
any other participating area and with appropriate deduction for
loss from any cause, may be withdrawn from the formation in which
the gas is introduced, royalty free as to dry gas, but not as to
any products which may be extracted therefrom; provided that such
withdrawal shall be at such time as may be provided in the approved
plan of operations or as may otherwise be consented to by the
Supervisor, the Commissioner and Commission as conforming to good

petroleum engineering practice; and provided further, that such
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right of withdrawal shall terminate on the termination of this
unit agreement,

Royalty 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 substances on the basis of the amounts
thereof allocated to unitized Federal land as provided herein at
the rate specified in the respective Federal leases, or at such
lower rate or rates as may be authorized by law or regulation;
provided, that for leases on which the royalty rate depends on
the daily average production per well, said average production
shall be determined in accordance with the operating regulations
as though each participating area were a single consolidated lease.

Royalty due on account of State lands shall be computed and
paid on the basis of all unitized substances allocated to such
lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on
leases committed hereto shall be paid by working interest owners
responsible therefor under existing contracts, laws and regula-
tions, provided that nothing herein contained shall operate to
relieve the lessees of any land from their respective lease obli-
gations for the payment of any rental or minimum royalty due under
their leases. Rental or minimum royalty for lands of the United
States subject to this agreement shall be paid at the rate specified
in the respective leases from the United States unless such rental
or minimum royalty is waived, suspended or reduced by law or by
approval of the Secretary or his duly authorized representative.

Rentals on State of New Mexico lands subject to this agree-
ment shall be paid at the rates specified in the respective leases.

With respect to any lease on non-Federal land containing pro-

visions which would terminate such lease unless drilling operations

-19-



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

30

are commenced upon the land covered thereby within the time
therein specified or rentals are paid for the privilege of
deferring such drilling operations, the rentals required thereby
shall, notwithstanding any other provisions of this agreement,

be deemed to accrue and become payable during the term thereof

as extended by this agreement and until the required drilling
operations are commenced upon the land covered thereby or until
some portion of such land is included within a participating area.

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

17. DRAINAGE. The Unit Operator shall take such measures
as the Supervisor and Commissioner deem appropriate and adequate
to prevent drainage of unitized substances from unitized land by
wells on land not subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions and provisions of all leases, subleases and other con-
tracts relating to exploration, drilling, development or operations
for oil or gas on lands committed to this agreement are hereby
expressly modified and amended to the extent necessary to make
the same conform to the provisions hereof, but otherwise to remain
in full force and effect; and the parties hereto hereby consent
that the Secretary as to Federal leases and the Commissioner as
to State leases shall and each by his approval hereof, or by the
approval hereof by their duly authorized representatives, do hereby
establish, alter, change or revoke the drilling, producing, rental,
minimum royalty and royalty requirements of Federal and State
leases committed hereto and the regulations in respect thereto

to conform said requirements to the provisions of this agreement,
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(a) The development and operation of lands subject to this
agreement under the terms hereof shall be deemed full per-
formance of all obligations for development and operation
with respect to each and every separately owned tract subject
to this agreement, regardless of whether there is any develop-
ment of any particular tract of the unit area.

(b) Drilling and producing operations performed hereunder
upon any tract of unitized land will be accepted and deemed

to be performed upon and for the benefit of each and every
tract of unitized land, and no lease shall be deemed to

expire by reason of failure to drill or produce wells situated
on the land therein embraced.

(¢) Suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the
Secretary and Commissioner or their duly authorized repre-
sentatives shall be deemed to constitute such suspension
pursuant to such direction or consent as to each and every
tract of unitized land. A suspension of drilling or producing
operations limited to specified lands shall be applicable
only to such lands.

(d) Each lease, sublease or contract relating to the ex-
ploration, drilling, development or operation for oil or

gas of lands other than those of the United States or State
of New Mexico committed to this agreement, which, by its

terms might expire prior to the termination of this agree=-
ment, is hereby extended beyond any such term so provided

therein so that it shall be continued in full force and
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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 to this agreement shall continue

in force beyond the term provided therein until the ter-
mination hereof. Any other Federal lease committed hereto
shall continue in force beyond the term so provided therein
or by law as to the land committed so long as such lease
remains subject hereto, provided that production is had

in paying quantities under this unit agreement prior to

the expiration date of the term of such lease, or in the
event actual drilling operations are commenced on unitized
lands, in accordance with the provisions of this agreement,
prior to the end of the primary term of such lease and are
being diligently prosecuted at that time, such lease shall
be extended for two years and so long thereafter as oil or
gas is produced in paying quantities in accordance with the
provisions of the Mineral Leasing Act Revision of 1960.

(f) Each sublease or contract relating to the operation
and development of unitized substances from lands of the
United States committed to this agreement, which by its
terms would expire prior to the time at which the underlying
lease, as extended 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
force and effect for and during the term of the underlying
lease as such term is herein extended.

(g) Any lease embracing lands of the State of New Mexico
which is made subject to this agreement, shall continue

in force beyond the term provided therein as to the lands
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committed hereto until the termination hereof, subject to
the provisions of subsection (e) of Section 2 and sub-
section (i) of this Section 18.

(h) The segregation of any Federal lease committed to
this agreement is governed by the following provisioans 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 heretofore or hereafter
committed to any such (unit) plan embracing lands that
are in part within and in part outside of the area covered
by any such plan shall be segregated into separate leases
as to the lands committed and the lands not committed as

of the effective date of 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
quantities."

(1) 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 committed and the portion

not committed, and the provisions of such lease shall apply

separately to such segregated portions 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 Mexico having only

a portion of its lands committed hereto shall 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 quantities
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from some part of the lands embraced in such lease at

the expiration of the secondary term of such lease; or

if, at the expiration of the secondary term, the lessee

or Unit Operator is then engaged in bona fide drilling

or reworking 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 opera-

tions are being diligently prosecuted, and if they result

in the production of oil or gas, said lease shall continue

in full force and effect as to all of the lands embraced

therein, so long thereafter as oil or gas in paying quantities

is being produced from any portion of said lands.

(j) Any lease, other than a Federal lease, having only a

portion of its lands committed hereto shall be segregated

as to the portion committed and the portion not committed,

and the provisions of such lease shall apply separately to

such segregated portions commencing as of the effective date

hereof. 1In the event any such lease provides for a lump sum

rental payment, such payment shall be prorated between the

portions so segregated in proportion to the acreage of the

respective tracts.

19. COVENANTS RUN WITH LAND. The covenants herein shall be
construed to be covenants running with the land with respect to
the interest of the parties hereto and their successors in interest
until this agreement terminates, and any grant, transfer, or con-
veyance of interest in land or leases subject hereto shall be and
hereby is conditioned upon the assumption of all privileges and
obligations hereunder by the grantee, transferee or other successor
in interest. No aésignment or transfer of any working interest,

royalty, or other interest subject hereto shall be binding upon
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Unit Operator until the first day of the calendar month after
Unit Operator is furnished with the original, photostatic, or
certified copy of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become
effective upon approval by the Secretary and Commissioner, or
their duly authorized representatives and shall terminate five
(5) years from said effective date unless:

(a) such date of expiration is extended by the Director

and Commissioner, or

(b) it is reasonably determined prior to the expiration of

the fixed term or any extension thereof that the unitized

land is incapable of production of unitized 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

interest at their last known addresses, the agreement is

terminated with the approval of the Supervisor and the

Commissioner, or

(¢) a valuable discovery of unitized substances has been

made or accepted on unitized land during said initial term

or any extension thereof, in which event the agreement shall

remain in effect for such term and so long as unitized sub-
stances can be produced in quantities sufficient to pay for
the cost of producing same from wells on unitized land within
any participating area established hereunder and, should
production cease, so long thereafter as diligent operations
are in progress for the restoration of production or discovery
of new production and so long thereafter as unitized sub-
stances so discovered can be produced as aforesaid, or

(d) it is terminated as heretofore provided in this agreement.
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This agreement may be terminated at any time by not less than

75 per centum, on an acreage basis, of the working interest owners
signatory hereto, with the approval of the Supervisor and Commis-
sioner; notice of any such approval to be given by the Unit
Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The
Director is hereby vested with authority to alter or modify from
time to time in his discretion the quantity and rate of production
under this agreemenﬁ when such quantity and rate i1s not fixed
pursuant to Federal or State law or does not conform to any state=
wide voluntary conservation or allocation program, which is estab=-
lished, recognized and generally adhered to by the majority of
operators in such State, such authority being hereby limited to
alteration or modification in the public interest, the purpose
thereof and the public interest to be served thereby to be stated
in the order of alteration or modification. Without regard to
the foregoing, the Director is also hereby vested with authority
to alter or modify from time to time in his discretion 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 of attaining the conservation objectives stated
in this agreement and is not in violation of any applicable Federal
or State law; provided, further, that no such alteration or modi=-
fication 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

Commission.
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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 than 15 days from notice.

22. CONFLICT OF SUPERVISION. Neither the Unit Operator nor
the working interest owners nor any of them shall be subject to
any forfeiture, termination or expiration of any rights hereunder
or under any leases or contracts subject hereto, or to any penalty
or liability on account of delay or failure in whole or in part
to comply with any applicable provision thereof to the extent that
the Unit Operator, working interest owners or any of them are hin-
dered, delayed or prevented from complying therewith by reason of
failure of the Unit Operator to obtain in the exercise of due
diligence, the concurrence of proper representatives of the United
States and proper representatives of the State of New Mexico in
and about any matters or things concerning which it is required
herein that such concurrence be obtained. The parties hereto,
including the Commission, agree that all powers and authority
vested in the Commission in and by any provisions of this agree=-
ment are vested in the Commission and shall be exercised by it
pursuant to the provisions of the laws of the State of New Mexico
and subject in any case to appeal or judicial review as may now
or hereafter be provided by the laws of the State of New Mexico.

23. APPEARANCES. Unit Operator shall, after notice to other
parties affected, have the right to appear for and on behalf of
any and all interests affected hereby before the Department of the
Interior, the Commissioner of Public Lands of the State of New
Mexico and the New Mexico Oil Conservation Commission and to appeal
from orders issued under the regulations of said Department, the
Commission or Commilssioner or to apply for relief from any of said

regulations or in any proceedings relative to operations before
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the Department of the Interior, the Commissioner, or Commission,
or any other legally constituted authority; provided, however,
that any other interested party shall also have the right at his
own expense to be heard in any such proceeding.

24. NOTICES. All notices, demands or statements required
hereunder to be given or rendered to the parties hereto shall be
deemed fully given if given in 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 the signatures hereto or to the
ratification or consent hereof or to such other address as any
such party may have furnished in writing to party sending the
notice, demand or statement.

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

26. UNAVOIDABLE DELAY. All obligations under this agreement
requiring the Unit Operator to commence or continue drilling or to
operate on or produce unitized substances from any of the lands
covered by this agreement shall be suspended while the Unit Opera-
tor, despite the exercise of due care and diligence, is prevented
from complying with such obligations, in whole or in part, by
strikes, acts of God, Federal, State or municipal law or agencies,
unavoidable accidents, uncontrollable delays in transportation,

inability to obtain necessary materials in open market. or other
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matters beyong the reasonable control of the Unit Operator
whether similar to matters herein enumerated or not. No unit
obligation which is suspended under this section shall become
due less than thirty (30) days after it has been determined
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 Commissioner.

27. NONDISCRIMINATION. 1In connection with the performance
of work under this agreement, the cperator agrees to comply with
all of the provisions of section 202 (1) to (7) inclusive of
Executive Order 11246 (30 F.R. 12319), which are hereby incor-
porated by reference in this agreement.

28, LOSS OF TITLE. In the event title to any tract of
unitized land shall fail and the true owner cannot be induced to
join in this unit agreement, such tract shall be automatically
regarded as not committed hereto and there shall be such readjust=
ment of future costs and benefits as may be required on account
of the loss of such title. In the event of a dispute as to title
to any royalty, working interest or other interests subject
thereto, payment or delivery on account thereof may be withheld
without liability for interest until the dispute is finally settled;
provided, that, as to Federal and State land or leases, no payments
of funds due the United States or State of New Mexico should be
withheld, but such funds of the United States shall be deposited
as directed by the Supervisor and such funds of the State of New
Mexico shall be deposited as directed by the Commissioner to be
held as unearned money pending final settlement of the title dis-
pute, and then applied as earned or returned in accordance with
such final settlement.

Unit Operator as such is relieved from any responsibility for

-29-



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

30

any defect or failure of any title hereunder.

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

the working interest in that tract may withdraw said tract

rh

¢
from this agreement by written notice delivered to the Supervisor
and the Commissioner and the Unit Operator prior to the approval

of this agreement by the Supervisor and Commissioner. Any oil

or gas interests in lands within the unit area not committed hereto

prior to submission of this agreement for final approval may there-

‘after be committed hereto by the owner or owners, thereof sub-

scribing or consenting to this agreement, and, if the interest

is a working interest, by the owner of such interest also sub~-
scribing to the unilt 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
requirements or'approvals, if any, pertaining to such joinder,

as may be provided for in the unit operating agreement. After

final approval hereof, joinder by a non=-working interest owner

rmust be consented to in writing by the working interest owner
committed hereto and responsible for the payment of any benefits
that may accrue hereunder inrbehalf of such non=-working interest.

A non=-working interest may not be committed to this unit agree=
ment unless the corresponding working in;erest is committed hereto.
Joinder to the unit agreement by a working interest owner, at any
time, must be accompanied by appropriate joinder to the unit operat-
ing agreement, if more than one committed working interest owner

is involved, in order for the interest to be regarded as committed
to this uanilt agreement. Except as may otherwise herein be provided,

subsequent joinders to this agreement shall be effective as of the
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first day of the month following the f£iling with the Supervisor
and the Commissioner of duly executed counterparts 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 60 days by the Supervisor, provided, however, that as to
State lands all subsequent joinders must be approved by the
Commissioner.

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

31. NO PARTNERSHIP. It is expressly agreed that the relation

of the parties hereto is that of independent contractors and nothing

in this agreement contained, expressed or implied, nor any opera-

tions conducted hereunder, shall create or be deemed to have created

a partnership or association between the parties hereto or any of

them.

IN WITNESS WHEREOF, the parties hereto have caused this agree-

ment to be executed and have set opposite their respective names the

date of execution.
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UNIT OPERATOR AND WORKING

INTEREST OWNER

Date:
Address:

W. W. West

WORKING INTEREST OWNERS

KING RESOURCES COMPANY
Date: By

NATURAL RESOURCES CORP.
Date: By:

BEARD OIL COMPANY
Date: By:

WILSON O1L COMPANY
Date: By:
Date:

R. Ken Carpenter
Date;

Allen K. EllTott
Date:

F. J. Bradshaw
Date:

Lucile S. West
Date:

Lois Nell Carpenter, formerly

Lois Nell West
Date

Lloyd E. Innerarity
Date:

A. M. Hughes
Date:

Sam 0. Hughes
Date:

Woodie R. Hughes



STATE OF
) SS.
COUNTY OF

The foregoing instrument was acknowledged before me this
day of , 1967, by

s President

Witness my hand and official seal.

Notary Public

My commission expires:

STATE OF )
) SS.
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of , 1967, by
) President

Witness my hand and official seal.

Notary Public

My commission expires:

STATE OF )
) SS.
COUNTY OF

The foregoing instrument was acknowledged before me this
day of , 1967, by

s President

Witness my hand and official seal.

Notary Public

My commission expires:




STATE OF )

) SS.
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of , 1967, by
, President

Witness my hand and official seal.

Notary Public

My commission expires:

STATE OF )
) SS.
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of , 1967, by
’ President

Witness my hand and official seal,

Notary Public

My commission expires:

STATE OF )
) SS.
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of , 1967, by
, President

Witness my hand and official seal.

Notary Public

My commission expires:




STATE OF )
) SS.

COUNTY OF

The foregoing instrument was acknowledged before me this
day of , 1967, by

Witness my hand and official seal.

Notary Public

My commission expires:

STATE OF

) SS.
COUNTY OF

The foregoing instrument was acknowledged before me this
day of , 1967, by

Witness my hand and official seal.

Notary Public

My commission expires:

STATE OF

) Ss.
COUNTY OF

The foregoing instrument was acknowledged before me this
day of , 1967, by

Witness my hand and official seal.

Notary Public

My commission expires:
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EXHIBIT "B"

SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS INTERESTS IN ALL LANDS

IN THE . . West Dog Canyon UNIT AREA, dtero COUNTY, . [jew Mexico
Land Owners Name of Owner and Percentage
Serial No. and of Overriding Royalty Under
No. of and expiration Percentage of Record Owner of Lease Option Agreement or Working Interest Owner
Description Acres Date of Lease Royalty or Application Assignment and Percentage of Interest
T P65, R20E 551,43 N.M.=GSD UBA 1754 e A umst Hons W u.dest - 1007
Jec. 23: Suii 18/31/76
Sec. 27: S5E%
Sec 35: Lots 3, 4, NANEK
- - ._m
T2 5, R20 E 160.00 N.M.—551 Usa 125 . K¥en Corpenter None R. Ken Carpenter 1007%
Gec. 25: NE 10/31/76
2 arpa - %
T 265, R20E 640.00 N.M.=3585 USA 121 R. Ken Carpenter None R. Ken Carpenter 100%
3ec. 19: t’ 10/31/77
Sec. 21: We
T265, R20 E 320 N.M.=3586 usa 121 R. Ken Carpenter Naone R. Ken Carpenter - 100%
Ser. 21: EY 10/31/77
T265, R20E 320 N.M.=3587 USA 12055 R. Ken Carpenter Naone R. Ken Carpenter - 100%
bSec., 17: W 10/31/77
T 255, R19 E 640 NM=-3292 USA 12 King Resources Co. 50% Charles Sterrett 3% King Resources Co. 50%
Gec. 11l: NZ, NeSY 12/31/77 Natural Resources Corp. 50% Northern Nat. Gas Co. 2/#% Natural Resources Corp. 50
Jec. 12: NWA King Resources Co.
.125 N.O,.P.*
T 26 5, R20 E 130 NM=-4575 USA 1215 Beard 0il Co. 75% None Beard 0il Co. 75%
3ec. 237 NEW 2/28/78 John M, Beard 25% John M. Beard 25%
T 26 5, R 20 E 583.36 NM-8019 USA 12155 R. Ken Cerpenter None R. Ken Carpenter
3ec. 27: We 10/31/78
3ec. 34: Lots 1, 2, 3, 4,
N12NY2
T26 5, R19E 430 NM=11D51 USxk 12V King Resources Co. 50% Edward Digneo 1% King Resources Co. 50%
Sec, 10: E2, SWk 1/31/80 Natural Resources Corp. 50% 8. L. House 3% Natural Resources Corp. 507
Northern Nat. Gas Co. 2%
King Resources Co. .125 NOR
T265, R20E 320 NM-11052 USA 12)5% King Resources Ca. 50% Edward Dignea 1% King Resources Ca. 50%
3ec. 3: 5% 1/31/80 Natural Resources Corp. 50% B, L. House 3% Natural Resources Corp. 50
Northern Nat. Gas Ca. 2%
King Resources Co. .125 NOR
T255, R20E 320 NM-11053 USA 12/%% King Resources Co. 50% Edward Digneo 1% King Resaurces Co. 50%
Sec. 21: Wy 12/31/79 Natural Resources Corp. 50% B. L. House 3% Natural Resources Corp. 50
Northern Nat. Gas Co. 2%
King Resources Co. ,.125 NOP
T 255, R19 E 680 NM-11223 USA 123%% Allen K. Elliott Nane Allen K. Elliott - 100%
Sec. 10: All 5/31/80
3ec 26: SENNWA
T 255, R20 E 193.37 NM-11584 USA 12 King Resaurces Co. Charles J. & Margaret King Resources Co. 100%
Sec. 7: WNEW, EVNWY 4/30a/80 May Cerf 2%
Lots 1, 2 Northern Nat. Gas Co. 2V#%
T 268, R20 E 611.27 NM 11705 USA 12V King Resources Co. Billie Robinson 1%% King Resources Co. 100%
Sec. 20: Wk 5/31/80 Northern Nat. Gas Co. 2)%%

Sec, 23: SEW
Sec., 35: Lots 1, 2, NaNWKA

*NOP - Net Operating Profits Interest
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Land Owners

Name of Owner and Percentage

Serial No. and of Overriding Royalty Under
Descrio No. of and expiration Percentage of Record Owner of Lease Option Agreement or Working Interest Ow:
escription Acres Date of Lease Royalty or Application Assignment and Percentage of Inte

T25S,R20 E 160 NM 12824 USA 12%% F.J. Bradshaw None F.J. Bradshaw — 1
Sec. 34: SWXK 12/31/80
T26 S, R20 E 440 NM 045387 USA 12%% W. W. West Arthur H. & Eleanaor F. W. W. West - 1009
Sec. 10: SENWY, NEENWY 7/31/71 Spiegel - 3%
Sec. 11: SWX
Sec. 14: SWX
T26 S, R20 E 1,080 NM 045387~-A USA 12%% W.W. West Arthur H. & Eleanaor F. W.W, West - 100%
Sec. 10: SEX,N%¥SWX, SEXSWY 7/31/71 Spiegel - 3%
Sec. 11: NWX4
Sec. 14: N%
Sec. 15: S%
T26S,R20 E 40 NM 045387 —C USA 12%% Lucile S. West Arthur H., & Eleanar F. Lucile S. West - 1
Sec. 10: NWHENWY 7/31/71 Spiegel - 3%
T26 S, R20 E 40 NM 045387-D USA 12%% Lucile S. West Arthur H. & Eleanor F. Lucile S. West - 1
Sec. 10: SWX SWX 7/31/71 Spiegrl - 3%
T26 S, R20 E 80 NM 056408-A USA 12%% W. W. West gen Donegan - 2% W. W. West —=1009
Sec. 23: EXNWX 7/31/71
T26S, R20E 120 NM 056550~A USA 12%% W. W. West Ben Donegan - 2% W. W. West - 1009
Sec. 26: WHESWX4, NEXNWY 9/30/71
T206S, R20 E 40 NM 056550-8 USA 12%% Lucile S. West Naone Lucile S. West - 1
Sec, 26: SEXNWXK 9/30/71
T26S, R20 E 280 NM 056555-C USA 12%% W.W. West V. Randolph Delk et al - W.W. West — 100%
Sec, 3:NEX, S¥NWY%, NEXNWY4 9/30/71 3%
T26S, R20E 40 NM 056555-D USA 12%% Lucile S, West V. Randolph Delk et al - Lucile S. West - 1
Sec. 3: NWXNWY4 9/30/71 %
T26S,R20E 520 NM 056592 USA 12%% W.W. West Wm. A. & Dorathy Ann W.W, West - 100%
Sec. 4: NEXNWY, SENWY, SWk 7/31/71 Jenkins - 1%%
Sec. 22: SEX, WENEX 731/ ’
T26S, R20E 280 NMO56592-A USA 12%% W.W, West Wm. A. & Dorothy Amn W.W, West - 100%
Sec. 22: NWY, EXSWX4,NWHESWX 7/31/71 Jenkins - 3%
T26 S, R20 E 197.72 NM 056592-C USA 12%% W.W. West dm. A. & Dorothy Ann W.W. West - 100¥%
Sec. 19: Lots 1, 2, 3, 4, E¥SWX4, 7/31/71 Jnnkins - 395

SESNWY
T26S5S, R20 E 40 NM 056592~D USA 12%% Lucile S. West Jm, A, & Doronthy Ann Lucile S. West - 1
Sec., 4: NWJ NWX4 7/31/71 Jonkins - 334
T26S, R20 E 40 NM 056592-E USA 12%% Lucile S. West Jm. A. 5 Dorothy ann Lucile S, West — 1
Sec. 19: NEXNWY 7/31/71 Joenkine - 20
T26 S, R20 E 40 NM 056592-F USA 12%% i
Sec. 22: SWESWX 7/31/71 8% Lucile S. West LoDoruthy Ann Lucile S. West —




Tract
No.

31

32

33

34

35

36

37

38

39

41

42

Land Owners

Name of Owner and Percentage

Serial No. and of Overriding Royalty Under
No. of and expiration Percentage of Record Owner of Lease Option Agreement or Working Interest Owner
Description Acres Date of Lease Royalty or Application Assignment and Percentage of Interest
T25 S5, R20E 817.99 NM 056593 USA 12%% W.W. West Frenk W, & 0 A, W.W. West - 100%
Sec. 33: Wk% 8/31/71 Fagdiechan -
T26S, R20E
Sec. 5: Lots 2, 3, &, Je
Sec. 6: Lots 2, 3, 4, mm_\a?_<<N.
E%SWY%
T25S,R20E 560 NM 056593-A USA 12%% W.W, West Frenk 4, & Jane A, W.W. West - 100%
Sec. 28: WX 8/31/71 Rodprchan - 1055
T26 S, R20 E
Sec. 6;: SEX, S¥NEX%
T25 S, R20 E 600 NM 056593-8B USA 12%% W.W, West Frznk W. & Janc A. W.W. West - 100%
Sec. 33: NEX%, N¥SEY, SWHESEX 8/31/71 Podpechan - 3%
T26 S, R20 E
Sec. 5: E%
T25 S, R20E 40 NM 056593 -C USA 12%% Lucile S. West Frank W. & Jane A. Lucile S. West - 100%
Sec. 19: NEY4SEX% 8/31/71 Podpechan - 14
T26 S, R20E 40 NM 056593-D USA 12%% Lucile S. West Frank W. & Jane A. Lucile S. West - 100%
Sec. 6: NEXYNEX 8/31/71 Podpechan - 1%
T25S, R20 E 40 NM 056593-E USA 12%% Lucile S. West Frunk W. 8 Jane A. Lucile S, West — 100%
Sec. 33: SE4SEX 8/31/71 Podpechan - 3%
T26S, R20 E 836.84 NM 056594 USA 12%% Lois Nell Carpenter and Frank W. & Jane A. Lois Nell Carpenter &
Sec. 7: SEX, SBNEX, NW4NEY 7/31/71 R. Ken Carpenter Podpechan - 175 R. Ken Carpenter-100%
Sec. 8: E%
Section 18: Lots 1, 2, 3, 4, EXW%
T26 S, R20 E 836.76 NM 056594~A USA 12%% Lois Nell Carpenter and Frank W. & Jane A. Lois Nell Carpenter &
Sec. 7: Lots 1, 2, 3, 4, E¥WE 8/31/71 R. Ken Carpenter Podpechan - 3% R.Ken Carpenter — 100%
Sec. 8: SW¥4, EBNWYK, SWHNWY
Sec. 17: EX%
T26S, R20 E 280 NM 056594-C USA 12%% Lois Nell Carpenter and Frank W. & Jane A. Lois Nell Carpenter &
Sec, 18: SEY%, SENEX, NWENEY 7/381/71 R. Ken Carpenter Podpechan - L%% R.Ken Carpenter-100%
T26 S, R20 E 40 NM 056594-D USA 12%% Lloyd E. Innerarity Frank W. & Jane A. Lloyd E. Innerarity
Sec. 7: NEWNEX 7/31/71 Podpechan - 13%% 1007
T26S, R20E 40 NM 056594-E USA 12%% Lloyd E. Innerarity Frank W. & Jane A. Lloyd E. Innerarity-10G
Sec. 8: NWHENWK 7/31/71 Podpechan - 3%
T26S, R20E 40 NM 056594-F USA 12%% Lloyd E. Innerarity Frank W. & Jane A. Lloyd E. Innerarity-100°
Sec. 18: NEXNEY 7/31/71 Podpechan - 1%
T256 S, R 19E 1,637 NM 056596 USA 12%% W,.W, West None W.W., West — 100%
Sec. 28:W%, SEX, EXNEY%, NWYNEX 9/30/71

Sec. 25: E), E4SWH4, S¥ENWXK

T256S,R20 E

Sec. 31: Lots 1, 2, 3, 4, E¥W}s, E%



Tract
No.

45

47

49

50

51

52

53

54

Land Owners

Name of Owner and Percentage

Serial No. and of Overriding Royalty Under
No. of and expiration Percentage of Record Owner of Lease Option Agreement or Working Interest Owr
Description Acres Date of Lease Royalty or Application Assignment and Percentage of Inte:
T255, R19 E 40 NM 056596-A USA 12%% Lucile S. West Nane Lucile S. West 100%
Sec. 25: NWHENWY 9/30/71
T256 S, R19 E 1,840 NM 056597 USA 12%% W.W., West None W.W. West - 100%
Sec. 12: Sk 9/30/71
Sec. 13: Sk, S¥NWXH
Sec. 14: SEX, NW¥%, S%¥SWY%,
SEUNEY, NWENEY
Sec. 24: All
T25 S, R19E 40 NM 056597-A USA 12%% Lucile S. West Nane Lucile S. West 10(
Sec. 13: SWHNEX 9/30/71
T25 S, R20 E 2,520 NM 056598 USA 12%% W.W, West None W.W, West - 100%
Sec. 8: S%, NEX%, S¥NWY4, 9/30/71
NE%NWX
Sec. 17: All
Sec. 20: All
Sec, 29: All
T25 S, R2Q0 E 40 NM 056598--A USA 12%% Lucile S, West None Lucile S. West - 1009
Sec. 8: NWHENWY 9/30/71
T256S, R20 E 806,59 NM-056599 USA 12%% W.W. West None W.W. West - 100%
Sec. 18: Lots 1, 3, 4, NE%NWY, 1¢/30/71
N%NEY, SEX%
Sec, 19: Lots 1, 2, 3, 4, E¥W4,
NEX, W4SEX
T25 S, R20 E 313.79 NM 056600 USA 12%% W.W. West Nanza W.W, West - 100%
Sec. 7: Lots 3, 4, EXSWX%, SEX, 9/30/71
SESNEY
T25 S, R20 E 40 NM 056600-A USA 12%% Lucile S, West None Lucile S. West - 1009
Sec. 7: NE4NE% 9/30/71
T26S, R20 E 2,040 NM 056601 USA 12%% Lucile S. West None Lucile S. West - 1009
Sec. 4: NEY%, N¥SEY, SW4SEY 11/30/71
Sec. 9: All
Sec. 20: E%
Sec. 26: SEX%
Sec, 28: All
T26 S, R20 E 40 NM 056601-A USA 12%% W.W, West Nane W.W. West -~ 100%
Sec. 4 SE4SEX 11/80/71
T25S,R20E 515.28 NM 056602 USA 12%% Lucile S. West None lLucile S. West - 1009
Sec. 30: Lots 1,2,3,4, EXW4, 10/381/71
SE4NEX, WENEY, SEX
T26 S, R20 E 224.68 NM 0587079~D USA 12%% W.W. West dm. AL & oaﬂmﬁ3< Ann W.W. West - 100%
Sec. 33: Lots 1,2,3, and 4, 9/30/71 Jenkins - 35

N%BNEY%, NEXNWY

Ben Donegan - 25



Tract
No.

56

57

58

59

60

61

62

63

64

65

67

68

69

70

Land Owners

Name of Owner and Percentage

Serial No. and of Overriding Royalty Under
No. of and expiration Percentage of Record Owner of Lease Option Agreement or Working Interest Owne

Description Acres Date of Lease Royalty or Application Assignment and Percentage of Intere
T26 S, R20 E 40 NM 057079~-E USA 12%% Lucile S. West A. Junxkins 35 Lucile S. West - 100
Sec. 33: NWHENWY 9/30/71 [
T26S, R19 E 760 NM 057250 USA 12%% W.W. West Frenk 4o & Jono A, W.W., West - 100%
Sec. 3: SEY, SBNEYX, NEXNEY 8/31/71 Pocpochan 245
Sec. 10: NWX4
Sec, 14: NEX%,SWX
T26 S, R19 E 600 NM 057250-8 USA 12%% W.W, West Frank 4. & Jane A. W.W. West - 100%
Sec. 3: 3SW¥4, SENWY, NWXNWY4 8/31/71 Padpuchan 3%
Sec. 1b: NW¥X, SEY%
T26S, RIS E 40 NM 057250-C USA 12%% Lucile S, West Frank W. § Jone A. Lucile S. West = 100¢
Sec. 3: NWHENE ¥ Podpechan 245
T26 S, R19 E 40 NM 057250~D USA 12%% Lucile S. West Frank W. & Jene A. Lucile S. West - 1009
Sec. 3: NEXNWY 8/31/71 Podpechan 3%
T25S, RIS E 1,240 NM 065230 USA 12%% Lois Nell West None Lois Nell West
Sec. 34: Wk, NEY%, W3ESEYX, NE4SEY% 11/30/71
Sec. 35;: All
T2 S, R19 E 40 NM 065230-A USA 12%% W.W. West None W.W. West - 100%
Sec. 84: SE4SEX 11/30/71
T25S, R19 E 640 NM 056233 USA 12%% Lois Nell West Naone Lois Nell West
Sec. 22: All 11/30/71
T26S, R19 E 1,240 NM 065234 USA 12%% Lois Nell West None Lois Nell West ~ 100¥%
Sec. 23: W4, NEYX, WESSEX,NEYSEY 11/30/71
Sec. 24: All
T26S, R19 E 40 NM 065234~A USA 12%% W.W, West None W.W, West - 100%
Sec. 23: SE%SEX 11/30/71
T26S, R1S E 2,520 NM 065235 USA 12%% L.ois Nell West None Lois Nell West - 100%
Sec. 1: W¥, NEY%, N4SEX, SWY4SEX 11/30/71
Sec. 11: All
Sec. 12; All
Sec. 13: All
T26S, R19 E 40 NM 065235-A USA 12%% W.W. West None W.W., West 100%
Sec. 1: SEYSEX 11/30/71
T25S, R19E 1,800 NM 065236 USA 12%% Lois Nell West Nane Lois Nell West -~ 100%
Sec. 11: S%5% 11/30/71
Sec. 15: N¥, SWY, WKSEYX, SEXSEYK
Sec. 26: NEY%, SkS%, NSNWY, NWESWY
Sec. 27: WX, NE%, N¥SEX%, SW4SEY%
T256S, R19 E 40 NM 065236-A USA 12%% W.W. West None W.W. West - 100%
Sec. 27: SE%SEX% 11/30/71
T28 S, R19E 160 NM 0292714 USA 12%% W. W, West lane

Sec. 12: NEY%

7/31/72

W.W. West-100%



Tract

71

72

73

T4

75

76

77

78

79

Land Owners

Name of Owner and Percentage

Serial No. and of Overriding Royalty Under
. No. of and expiration Percentage of Record Owner of Lease Option Agreement ot Working Interest Owner

Description Actes Date of Lease Royalty or Application and Percentage of Interest
T 26 §, R20 E 640 NM 0316146 USA 12V% W. W. West None W, W. West - 100%
Sec. 10: NEV 11/30/72
Sec. 14: SE%
Sec, 15: N

TOTAL 71 TRACTS FEDERAL LANDS - 33,465,1L ACRES - 88.57% of UNIT AREA
STATE OF NEW MEXICO LEASES
T 255 R20E 160 K=-3050 State of New Mexico 12/% Wilson 0Oil Co. None Wilson 0il Co. - 100%
Sec. 32: NANEW, S5%HSE% 1/15/73
T 2685 R20E S} K-4782 State of New Mexico 12%% Lloyd E. Innerarity None Lloyd E, Innerarity -
Sec. 16: All 2/16/75
T25858, R19 E 440 L-591 State of New Mexica 12V R. Ken Carpenter Nane R. Ken Carpenter - 100%
Sec, 157 AR, SEVNEY 2/19/78
Sec. 1l4: NEWNEN, SWANEY, NASWH
Sec. 15: NEWSE%
Sec. 23: SWANEY%
T 2585, R19 E 1,280 L-532 State of New Mexico 124 W. W, lWest None W. W. West - 100%
Sec. 25: NEWNWA, WASWE 2/19/78 .
Sec. 26: SWANWA, NEWUSWY, NBSEW
Sec. 36: N, NWKLSWA
T265, R19 E
Sec. 2: All
T 258, R20E 396,74 L-594 State of New Mexica 12%% W. W. West None W, W, West - 100%
Sec. 18: Lot 2, SWNEW, SEWNWY,
Sec. 19: SEUSEK
Sec, 30: NEWNEY
1265, R20E
Sec. 6: Lot I, NWKNEN, NEWNWA
T258§5, R19 E 280 L-4267 State of New Mexice H§@m<\ King Resources None King Resources - 50%
Sec. 36: GLA, E/SWA, SWiswé 2/17/80 Natural Resources Natural Resaources - 50%
T25 5, R20 E 640 L-4268 State of New Mexico Hﬁﬁn\\\ijm Resources Nane King Resources - 50%
Sec. 37: Wk, GUNEW, NESE 2/17/80 ¥ Naetural Resources Natural Resources - 50%
Sec. 3b4: Nk
TOTAL 7 TRACTS GIAITE LANDS - 3,836.70 ACRES - 10, 16 of UNIT ARER
FEE LEASES

7265, R20E 480 Fes A, M. Hughes 33 None Nane

2y RN oo
Sec. 22: EVNEW

Sec. 23: WANWH

Sec. 26: WA, E4SU
Sec. 27: NEW

Sam 0. Hughes 33y%
Woodie R. Hughes 334

TOTAL GF

1T TRACT FEE LANDS - 480 ACRES - 1.27% oflU

NIT BREA

A. M. Hughes - 3315
Sam 0. Hughes - 33
Woodie R. Hughes - 33V%



RECAPITULATI ON
.

71 Federal Tracts 33,465, 14 acres 88.57% of Unit Area
7 State Tracts g 3,836.74 acres 10.16% of Unit Area
1 Fee Tract 4LB0O.00 acres 1.27% of Unit Area

. \\
79 Tracts 7 37,781.88 acres 100.00%
!
d
rl E
\\,\w ‘

T~



