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UNIT AREA

TOWNSHIP 25 SOUTH, RANGE 31 EAST NMPM

Section 23: s/2
Section 25: s/2
Section 26: All
Section 27: E/2
Section 34: E/2
Section 35: All
Section 36: All

TOWNSHIP 26 SOUTH, RANGE 31 EAST NMPM
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Section 2: N/2
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Operator AMOCO PRODIICTION COMPALY ‘ /
" County EDDY )
T B MODIFIED
DATE OCC CASE(NO, 7311__— EFFECTIVE TOTAL . SEG 10
APPROVED OCC_ORDER_NO~~R-6754 DATE ACREAGE STATE FEDERAL INDIAN-FEE . CLAUSE TERM
Commissioner 1/7/82 oosswmmwou 8/7/81 December 1, 1981 3,520.00 960.00 2,560.00 -0- ~0- Yes 5 yra
USGS: 8/26/81 _ «
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Unit Name

BIG SINKS UNIT-EXPLORATORY

Operator AMOCO "PRODUCTION COMPANY .
,ooc:n% EDDY
, , ACREAGE
STATE LEASE INSTI- RATIFIED . (
v . SUBSECTION DATE ACRES - "NOT
TRACT NO. NO. TUTION SEC. TWP. RGE , RATIFIED LESSEE
6 LP-0876  C.S. 36 ° 255 31E All 8/21/81 640.00 Amoco Production Co..
7 LG~690 - C.S. 2 263 31E s/2 7/14/81 320.00 . Yates Petroleum
: AW)/ , Corporation. °
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COMMISSIONER September 29, 1983 SANTA FE, NEW MEXICO 87504-1148

Amoco Production Company (USA)
P. 0. Box 3092
Houston, Texas 77253

Re: Termination of Big Sinks Unit
Eddy County, New Mexico

ATTENTION: Mr. Richard E. Ogden

Gentlemen:

“This office is in receipt of your letter dated August 31, 1983, wherein
as unit operator of the Big Sinks Unit Agreement, Eddy County, New Mexico,
you believe that the Big Sinks Unit Well No. 1 located in ghe NWiNEY%, Sec.
35, T. 258., R. 31 E., is not capable of producing unitized substances in
paying quantities . from the Morrow formation.

According to the data submitted, this office concurs with youf deter-
mination that the initial well is not capable of producing unitized sub-
stances in 'paying quantities from the Morrow formation. ' Our determination
is subject to like concurrence by the Bureau of Land Management. Also, as
per section 9 of the unit agreement, the second test well was due to begin
on January 9, 1983, being six months from the completion of your initial

well.

; As per section 9 of the unit agreement,kinasmuch‘as the required second
well was not begun by January 9, 1983, the Big Sinks Unit is considered to
be terminated as of January 9, 1983.

Please advise all interested partles of thiéﬁaction.
Very truly yours,

JIM BACA
 COMMISSIONER OF PUBIC LANDS

BY: L

KAY D. GRAHAM, Director
01l and Gas Division
AC 505/827-5744

JB/RDG/pm

ce: OCD-Santa Fe, New Mexico ' : ' ,
BLM-Albuquerque, New Mexico :
BLM-Roswell, New Mexica.
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Richard E. Ogden

Division Operations
Suparintendent

August 31, 1983

File: JWA-1375-UF

Re: Big Sinks Federal Unit
Eddy County, New Mexico

Unjted States Department of Interior

Bureau of .Land Management
1717 West 2nd Street -
P. 0. Box 1397 .
Roswell, NM 88201

Attention: Mr. Richard Bastin

Gentlemen:

Amoco Production Company (USA)

501 Westlake Park Boulevard
Post Olice Box 30892
Houston, Texas 77263

SEP 22 1983

QL CONSERYATION OIVISION
SAHTA EE

Reference your request dated July’ 29 1983 concern1ng a commercial well
determination for the Big Sinks Federa] Unit No. 1. Due to a lack of
sufficient performance data, recoverable reserves were estimated by pore
volume calculation. Based on an 80 acre drainage radius, reserves were

determined to be 1.1 BCF.

Economic ca]cu1at1ons based on an initial ‘potential of 645 MCFD, reserves
of 1.1 BCF, and a total cost of $7.45 MM for .drilling and completion

indicate the well would not>payout.

Economlcs based on a trouble-free

drilling and completion cost of $2.2 MM calculate payout of over 10 years,
indicating an additional well is not capable of producing in paying

quantities.

As d1scuss

fby teTephone between Chris Raper ‘of this off1ce and

Mr. Jim Gi]]1am of the BLM, it is understood that a non-commercial .
determination of the Initial Unit.Well effectlvely terminates the- Un1t
as of January 9, 1983. This date being six months fo110w1ng ‘completion
of the Initial Well. It is also our understanding that among other
Federal leases contributed to the Unit, the leases which comprise the

N/2 Section 35, T-25-S; R-31-E, Eddy County, New Mexico if in effect on

the term1nat1on date w111 be extended two years “from January 9, 1983.

" Shortly, a Communitization Agreement covering dry gas and associated
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United States Debartment of Interior
August 31, 1983
. Page 2

11quid hydrocarbons producible from the Morrow, Atoka, Strawn, and
Wolfcamp formations in the N/2 of said Section 35 will be prepared and
provided to the lessees of record for their execution. Upon receipt,
same will be furnished to You for your review and approval.

Yours very truly,

73

TCM/lep | | ' o
1231/Q

cc: Comm. P. L., OCD, al]'garties to C-100958

TR A VA S Skt 2 s w68 e L




Amoco Prodiction Company (USA)

Houston Regaon
501 Westl.ske Parl Boulovara
Fost Otfice Boy 3097
Houston, Texas 77263
Southv.est Texas-Eosters
Richard £ Ogden New Mexico Division
Division Qperations o

Supenntendont )
. g ,
July 19, 1983 ‘ .
JUL 221983
OIL CONSERVATION DIVISION
File: JWA-2211-UF SANTA FE

-

Re: Big Sinks Federal Unit
Eddy County, New Mexico _gff

73//

United States Department of ‘Interior
Bureau of Land Management

1717 West 2nd Street

P. 0. Box 1397

Roswell, NM 88201

Attention: Mr. 'Richard Bastin

Gentlemen:

)]
Reference your Tetter dated July’ 8, 1983, requesting’ subm1tta1 of an
initial commercial well determmat‘non and participating area for the Big
Sinks Feder‘a] Unit. As you noted, the initial well was completed July 9,

1982.

At this time, the well is still awa1t1ng a gas sales connection. EIl

Paso is the only gas purchaser within 3 miles of the subJect well and to
our knowledge, has not offered any new gas contracts in New Mexico ‘Since .
August 1982, Because of the lack of market demand in the area, it is

our opinion that this quahf‘:es for an "uncontrollable delay in tranipor-
tation" which is referenced in Section 25 of’the Unit Agreement. This
delay has prevented Amoco from obtaining performance data from which a
reasonable determmatmn of commercial productivity can be made.

Therefore, 1t is requested that 2 6 month extension be granted from the
time a gas contract is executed. This would give Amoco a reasonable
amount of time to obtain production data to make a commercial well

determination.
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File: JWA-2211-UF
July 19, 1983
Page 2

We respectfully ask your approval of this extension through the desig-
nation of the aforementioned circumstances as an "Unavoidable Delay" in
accordance with Section 25 of the Unit Agreement.

Original Signad By
; R. E. Ogden

f ~ TCM/cag
1188/S

c¢c: Commissioner of Public Lands
New Mexico State Land Office
P. 0. Box 1148
Santa Fe, NM - 87501

Director 011 and Gas Division

New Mexico 0il Conservation Division
P. 0. Box 2088 - )
Santa Fe, NM 87501

ik 2 R S R e
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STATE OF NEW MEXICO

ENERGY avo MINERALS DEPARTMENT

OIL CONSERVATION DIVISION
July 12, 1983

POST OFFICE BOX 2088
To’ggvythA - STATE LANO OFFICE BUILDING
SANTA FE, NEW MEXICO 87501

3 (5051 827-5800
Amoco Production Co,.

501 Westlake Park Blvd.
P.O. Box 3092
Houston, Texas 77253

Attention: R. E. Ogden

Re: 1983 Plan of Development
- Big Sinks Federal Unit
0ld Indian Draw Unit
Eddy County, New Mexico

Dear Mr. Ogden:

The above referenced submittals have been approved by
the New Mexico 0il Conservation Division effective this
date. Such approval is contingent upon like approval by
the New Mexico Commissioner of Public Lands and the United
States Minerals Management Service.

Sincerely,

/ - (;

e ;‘ ' T e T N
ROY E. JOHNSON
Petroleum Geologist

REJ/dp

cc: Commissioner of Public Lands - Santa Fe
Minerals Management Service - Albuquerque
OCD District Office - Artesia
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Ol CONSERVATION OlvISION
Amoco Production Compiiyi {USA)

501 Westlake Park Boulevard
Post Office Box 3092
Houston, Texas 77253

¥ 731!

April 25, 1983

File: JLW-416-203

Re: 1983 Plan of Development
Big Sinks Federal Unit
Eddy County, New Mexico

Area 0il and Gas Supervisor

United States Department of the Interior
Geological Survey

P. 0. Drawer 1857

Roswell, KM 88201

Commissioner of Public Lands
State of New Mexico

P. O. Drawer 1148

Santa Fe, NM 87501

Director of (i1 and Gas Division

New Mexico 0i1 Conservation Commission
P. O. Box 2088 .

Santa Fe, NM 87501

Gentlemen:

Amoco Production Company, as Operator of the Big Sinks Federal Unit,
respectfully requests that a 1983 Plan of Development be approved calling
for no development drilling’ for the year.

Additional development of the Big Sinks Federal Unit is being eval uated
pending natural gas market demand. As such, all locations with potential
will be prudently developed.

We respectfully ask your approval of the foregoing plan.

Yourfry truly,

R. E. Ofden )
Division Operations Superintendent
Southwest Texas - Eastern New Mexico Division

JWS/jtp
132/AA

Attachment_;
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BIG SINKS UNIT
1983 PLAN OF DEVELOPMENT
EDDY COUNTY, NEW MEXICO
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, Unit Name BIG SINKS UNTT-EXPLORATORY
- Operator AMOCO_PRODUCTION COMPANY
County EDDY
_ | © MODIFIED

DATE ""0CC GASE No— DIl —" EFFECTIVE TOTAL : , ~ SEGREGATION — —
_APPROVED OCC ORDER No, R-6754 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
Commissioner 1/7/82  Commission 8/7/81 December 1, 1981 3,520.00 960.00 2,560.00 - -0- Yes 5 yrs’
USGS:  8/26/81 ‘ | \

UNIT AREA

TOWNSHIP 25 SOUTH, RANGE 31 EAST NMPM

Section 23: s/2
Section 25: s/2
Section 26: All
Section 27: E/2
Section 34: Ef2
Section 35: All
Section 36: All

TOWNSHIP 26 SOUTH, RANGE 31 EAST NMPM \ , . | , . L

Section 2: \ N/2

)




n - Unit Name = BIG SINKS UNIT-EXPLORATORY
. ) + Operator —_ AMOCO PRODUCTION COMPANY
County EDDY - .
STATE LEASE INSTI~ . RATIFIED . .>ﬁwm>0m S -
TRACT NO. NO. TUTION SEC, TWP, RGE, . SUBSECTION DATE ACRES NOT o
. . : ‘ RATIFIZD LESSEE
L¥-0876 ofm.. 36 °  25s 31E All ..m ‘ - : 8/21/81 A 640.00 _ Amoco Production Co.
L6-690 . c.s. 2 25 e s/20. o 114/81 ap0.00 . Yates Petroleum

.. .. i Corporation

Lo
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February 9, 1982

Re: EA 51,044
Contract 100,958 ;
Big Sinks Federal Unit
tddy County, New Mexico

The United States Geolegic Survey
South Central Region
P. 0. Box 26124

Albuquerque, NM 87125

Attention: Mr. Joe Lara

The State of New-Mexico

Land Commissfoner

P. 0. Box 1148

Santa Fe, NM 87501 )
Attention: Mr. Ray D. Graham

The New Mexico 011 Conservation Division

P. 0. Box 2088
Santa Fe, NM 87501

Gent]emen:

Amoco Production Company (USA)

500 Jefferson Bulding
P.O. Box 3092
Houston. Texas 77001

WA G I.jf"f{,é},'”,’ M)
o FES 22 1982
7

CIL CONSERYATION UivISTON
SANTA FE

73

Pursuant to Mr. Ray Graham's letter of January 7, 1982, enclosed are
five (5) copies of revised Exhibits "A® and *B" to the Big Sinks Federal
Unit which reflect Amoco's ownership of State of New Mexico lease LH-876.
Please furnish Amoco evidence of your approval of the revised exhibits

at your earliest convenience so that we can notify the interested parties.

If you have any questions in this regard or we need to meet other require-
ments, please advise. _

Yours very truly,

s Bype

Chris L. Raper
Lard Department,

CLR/zb
945/C

Enclosures
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BIG SI

EXHIBIT "B"

NKS UNIT AGREEMENT

-25-S, R-31-E and T-26-S, R-31-E, N.M.P.M,
ety REYSRE GNC T€0m9, Reol-b, NR.F.M.
EDDY COUNTY, NEW MEXICO

’

TRACT No. of Serial No. & ~ Basic Royalty Overriding Royalty & Working
NO. Description of Land ~Acres Expiration Date "  Ownership % Lessee of Record Prod. Payment Ownership Interest %
Township 25 South, Range 31-East
1 Section 23: §/2 840 ) NM 16348 USA 12.5% . Amoco Production Joyce A. Dechant Amoco: 100%
Section 26: N/2 2-1-83 Company 1/2 of 1% > ‘
Section 27: NE/4 K. M. Johnston et :x 3.5%
Section 35: SE/4 NE/4 Eddy Land Co. 1% Production
Payment of $150,000 per, acre
2 Section 26: SW/4 320 NM 19200 USA 12.5% .Gulf 011 Corporation Jean B. Merritt and Gulf: 100%
v Section 27: SE/4 10-1-83 Robert H. Merritt 5% .
3 Section 25: S/2 520 NM 19619 USA 12.5% M. J. Harvey, Jr. None - M. J. Harvey,
, “Jdr., 100%
Section 26: SE/4 1-1-84
Section 35: NE/4 NE/4
4 Section 34: E/2 320 NM 24779 USA 12.5% Tom R. Cone Chloe S. Sims Tom R. Cone:
11-1-83 6.25% | , 100%
5 Section 35: All; Save 560 NM 17232 USA  12.5% Yates Petroleum George B. Lorraine m:a Yates: 100%
and Except E/2 NE/4 12-1-82 , Corporation ‘Inez Harris Lorraine, 3% :
5> Federal Tracts - 2560.00 Acres - 72.70%
6 Section 36: All 640 L-876 STATE 12.5% Amoco Production None | ’ Amoco: qux : :
12-1-91 Company ;
Township 26 South, Range 31-East
7 Section 2: N/2 320 LG-690 STATE 12.5% Yates Petroleum None ¢ Yates: .100%
10-1-82 Corporation
i
2 State Tracts - 960,00 Acres - 27.28% B
lotal 7 Tracts - 3520.00 Acres - 1002
CR/zb

ER/943/D
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o , EXHIBIT "B"
BIG _SINKS UNIT AGREEMENT
T-25-S, R-31-E and T-26~-S, R-31-E, N.M.P.M,
EDDY COUNTY, NEW MEXICO

. . No. of Serial No. & Basic Royalty Overriding Royalty & _zoxx¢=@
NO. Description of Land Acres Expiration Date “Ownership % Lessee of Record Prod. nwzsmsa‘os=m1mswu Interest %

Township 25 South, xm:mm 31-East

1. Section 23: §/2 840 NM 16348 USA 12.5% Amoco Production Joyce A. Dechant : Amoco: 100% g
. Section 26: N/2 2-1-83 : Company . 1/2 of 1%
Section 27: NE/4 _ K. M. Johnston et ux 3.5%° ’ 7
Section 35: SE/4 NE/4 _ Eddy Land Co. 1% Production , :
, Payment of mpmo,ooo;vmw acre

2 Section 26: SW/4 320 NM 19200 USA 12.5% | Gulf 0i1 Corporation Jean B. Merritt and : Gulf: >100%

Section 27: SE/4 10-1-83 A Robert H. Merritt 5%
3 Section 25: S;/2 520 NM 19619 CUSA 12.5% M. J. Harvey, Jr. None - M. J. Harvey,

o “Jdr., 100%

Section 26: SE/4 1-1-84 . o

Section 35: NE/4 NE/4 -
4 Section 34: E/2 320 NM 24779 USA 12.5% Tom R. Cone Chloe S. Sims - Tom R. Cone:

11-1-83 . 6.25% 100% -

5 Section 35: All; Save 560 NM 17232 . USA 12.5%  Yates Petroleum George B. Lorraine and Yates: 100%

and Except E/2 NE/4 12-1-82 Corporation Inez Harris Lorraine, 3%

5 Federal Tracts - 2560.00 Acres - 72.722

6 Section 36: All 640 L-876 STATE 12.5%  Amoco Production None | . ~ Amoco: 100%
i2-1-91 Company ) A
Township 26 South, Range 31-East . _ ) ;
7 Section 2: N/2 320 LG-690 STATE 12.5%  Yates Petroleum None ! Yates: 100%
: 10-1-82 Corporation ,

2 State Tracts - 960.00 Acres - 27.28%

qumJ / Tracts - 3520.00 Acres - 100%

CR/zb

ER/943/D

i
N e L R A e o g g e ¢ e oria i N . PR - T

SHee




EXHIBIT "B"
:BIG SINKS UNIT AGREEMENT

T-25-S, R=31-E and T-26-S, R-31-E, N.M.P.M.
EDDY COUNTY, NEW MEXICO

TRACT No. of Serial No. & Basic Royalty Overriding Royalty & Working
NC. Description of Land Acres Expiration Date Ownership % Lessee  of Record Prod. Payment Ownership Interest %
Township 25 South, Range 31-East
1 Section 23: §/2 840 NM 16348 USA 12.5% Amoco Production Joyce A. Dechant Amoco: 100%
Section 26: N/2 2-1-83 Company 1/2 of 1%
Section 27: NE/4& K. M. Johnston et ux 3.5%
Section 35: SE/4 NE/4 Eddy Land Co. '1% :Production
Payment of $150,000 per acre -
2 Section 26: SW/4 320 NM 19200 USA  12.5% Gulf 0i1 Corporation Jean B. Merritt and Gulf: 100% = o
Section 27: SE/4 10-1-83 Robert H. Merritt 5% .
3 Section 25: S/2 520 NM 19619 USA 12.5% M. J. Harvey, Jr. None . uuug.wwmm<mk.
’ g 1 L]
Section 26: SE/4 1-1-84 ’
Section 35: NE/4 NE/4
4 Section 34: E/2 1320 M 24779 USA 12.5% Tom R. Cone Chloe S. Sims " Tom R. Cone:
11-1-83 6.25% 100%
5 Section 35: All; Save 560 NM 17232 USA 12.5% Yates Petroleum George B. Lorraine and Yates: 100%
and Except E/2 NE/4 12-1-82 LCorporation - Inez Harris Lorraine, 3%
5 Federal Tracts - 2560.00 Acres - 72.70% 3
6 Section 36: All 640 L-876 STATE 12.5%  Amoco Production None Amoco: 100%
12-1-91 Company
Township 26 South, Range 31-East S
7 Section 2; N/2 320 LG-690 STATE 12.5% Yates Petroleum None - & Yates: 100%
10-1-82 Corporation .
{
2 State Tracts - 960.00 Acres - 27.28%
lotal 7 Tracts ~ 3520.00 Acres -~ 100% ~
CR/zb

ER/943/D
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T-25-S, R-31-

EXHISIT

—.w u

BIG SINKS UNIT AGREEMENT

-E and 1-26-S, R-31-E, N.M.P.M,
EUBY_COUNTY, NEW MEXICO

TRACT No. of Serial No. m; Basic Royalty ‘Overriding Royalty & Working @
NO. Description of Land Acres Expiration Date Qwnership % Lessae of Record Prod. Payment Ownership Hzﬁmsmmﬁ‘u
Township 25 South, Range wpummmn |
1 Section 23: $§/2 840 NM 16348 USA 12.5%  Amoco Production Joyce A. Dechant Amoco: 100% ;
Section 26: N/2 : - 2-1-83 Company =~ - 1/2 of 1% .
Section 27: NE/4 K. M. Johnston et ux 3.5%
Section 35: SE/4 NE/4 -Eddy Land Co. 1% Production
Payment of $150,000 per acre
2 Section 26: SW/4 320 NM 19200 USA 12.5% Gulf 0i1 Corporation Jean B. Merritt and Gulf: 100%
Section 27: SE/4 . 10-1-83 , Robert H. Merritt 5%
3 Section 25: §/2 520 NM 19619 USA 12.5% M. J. Harvey, Jr. None + M. Jd. Harvey,
: Jr.;, 100%
Section 26: SE/4 1-1-84 ,
Section 35: NE/4 NE/4
4 Section 34: E/2 320 NM 24779 USA 12.5% Tom R. Cone Chloe S. Sims Tom R. Cone:
11-1-83 , 6.25% 100%
5 Section 35: All; Save 560 NM 17232 USA 12.5% Yates Petroleum George B. Lorraine and  Yates: 100%
and Except E/2 NE/4 12-1-82 Corporation Inez Harris Lorraine, 3% ,
5 Federal Tracts - 2560.00 Acres - 72.72% * m
6 Section 36: Al 640 L-876 STATE 12.5% Amoco Production None - Amoco: 100%
12-1-91 Company .
Township 26 South, Range 31-East ’
7 Section 2: N2 320 LG-690 STATE 12.5% Yates Petroleum None 2 Yates: 100%
10-1-82 Corporation
| _ Y
2 State Tracts - 960.00 Acres - 2/.28
Total 7 Tracts - 3520.00 Acres = 1003
CR/zb o

ER/943/D

1 L T




-

- EXHIBIT “B"
BIG SINKS UNIT AGREEMENT

25-S, R-31-E and T-26-S, R-31-E, N.M.P.M.
EDDY COUNTY, NEW MEXICO

T-

No. of - Serial No. & Basic Royalty . “Overriding Royalty & - MWorking

Description of Land Acres Expiration Date Ownership % Lessee of Record Prod. Paymeiit Ownership Interest ¥
Township 25 mocw:. Range 31-East | .
Section 23: §/2 840 NM 16348 USA 12.5% Amoco Production Joyce A. Dechant - Amoco: '100% ) _ B
Section 26: N/2 2-1-83 Company ~1/2 of 1% ; : :
Section 27: NE/4 ; K. M. Johnston et ux 3.5% -
Section 35: SE/4 NE/4 Eddy Land Co. 1% Production .

_ : : Payment of $150,000 per -acre
Section 26: SW/4 320 NM 19200 ; USA 12.5% Gulf 0i1 Corporation Jean B. Merritt and Gulf: 100%
Section 27: SE/4 10-1-83 B Robert H. Merritt 5% o
Section 25: S/2 520 NM 19619 USA 12.5% M. dJ. Harvey, Jr, None | - M..Jd. Harvey,

, Jr., 100%

Section 26: SE/4 1-1-84 _ .
Section 35: zm\p NE/4 A
Section 34: E/2 320 NM 24779 USA 12.5%  Tom R. Cone Chloe S. Sims Tom R. Cone:

11-1-83 , o 6.25% 100%
Section 35: AlI1; Save 560 NM 17232 USA 12.5% Yates Petroleum George B. Lorraine and Yates: 100%
m:a Except E/2 NE/4 12-1-82 - Corporation Inez Harris Lorraine, 3% .
5 Federal Tracts - 2560.00 Acres - 72.72% : ,. L ?
Section 36: Al 640 L-876 m4>4m,pm.mu “Amoco Production None - “Amoco: 100% _

12-1-91 -Company _ , 5
Township 26 South, Range 31-East . _ . : '
Section 2: N/2 320 LG-690 STATE 12.5%  Yates Petroleum None # Yates: 1003

1C-1-82 Corporation :

[}

2 State iracts - 960.00 Acres - 2/.28%

Total 7 Tracts - 3520.00 Acres -~ 100%

CR/zb
- ER/943/D
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February 22, 1082 -
N
Re: ©A-51,044 < ‘,41v\‘\
Contract 100958 ‘ T
8ig Sinks Federal Unit No. 1
Eddy County, Hew Mexico

Coarmissioner of Public Lands

State of lew

caxico

P, 0, Box 1148

Santa fe. How

Attention:

Dear Sir:

Pursuant to our recent d1scussinns nartaining to the Biq Sinks Federal
Unit in Eddy County, Hew f
drilling report for Becember 1,
Stratigraphic cross-section of the Big Sinks Area.
information will aid you in detemining whether the Big Sinks Unit
Hell #1 had penetrated the Dbjective formation (Morrow) prior to
the State's effective date of the Unit.

The enclosed drilling reports reflect the total well depth on

December 1, 1981 was 14,900° and our cross-section correlations to the
Poker Lake Unit #3 (Hell #15 Hest Texas Geologic >oc1oty Cross~-Section
A-A') indicate the top of the Morrow in the Big Sinks dell to be at
approximately 14,918'.
agreement with Amoco s position, please respond accordingly and all
- other interested parties to the agreement will be notified.

Yours very t

%w.myD.&GMN

Directo

ruly,

(sl Mo

Chris L. Rap
Land Departm

CR/sq
800/CC

cc: O0il Conservation Pivision
P, 0. Box 2088
Santa Fe, HM

er
ent:

Hexico 87501

r, 991 & Gas Divisfon

4exico, enclosed please find (1) Amoco's daily
1981 and lecember 2, 1981 and (2)
Ve feel that this

If you cancur with the data provided and are in

87501
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State of New Mexico

(:;anntrussﬁarmu'cl.I%JShc.Iqexruls

ALEX J, ARMIJO ?. 0. 80X |i48
COMMISSIONER January 7, 1981 SANTA FE, NEW MEXICO 8750)

Amoco Production Company
P. 0. Box 3092

Houston, Texas 77001 v\‘<> \:\

Re: Big Sinks Unit Agrezment
Eddy County, New Mexico

ATTENTION: Mr. Charles E. D. Robinson
Gentlemen:

- o
The Commissioner of Public Lands has this date given final
approval to the Big Sinks Unit, Eddy County, New Mexico. The
effective date is December 1, 1981 being the date State of New
Mexico Oil and Gas Lease No. LH-0876 was issued covering All
of Section 36, Township 25 South, Range 31 East in this unit.
Our approval is given with the understanding that the following
requirement is met.

1. Revised Exhibits "A™ and "B" reflecting the ownership of
Tract No. 6 as being LH-0876 issued to Amoco Production
Company. The expiration date of this lease is December 1,
1991,

Enclosed are Five (5) Certificates of Approval,
The filing ‘fee in the amount of 80.00 Dollars has been received.
Very truly yours,

ALEX J. ARMIJO o
- COMMISSIONER OF PUBLIC LANDS

BY:

RAY D. GRAHAM, Director
0il and Gas Division
AC 505/827-2748

AJA/RDG/pm

encls. ‘

ce: ’ 0CD-Santa Fe, Mew Mexico
USGS-Albuquerque, New Mexico” e
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August 27, 1981

Re: EA51044

D ECENVAEY
AUG 31 1981

OIL CONSERVATION DiviSion
SANTA

Big Sinks Federal Unit
Eddy County, New Mexico

0i1 Conservation Division

P. 0. Box 2088

State Land Office
Santa Fe, NM 87501

ttention: Mr.

Gentlemen:

Ernie Padea

Amoco Production Company (USA)

500 Jellerson Building
P.O. Box 3092
Houston, Texas 77001

» Pursuant to Mr. Ramey's letter of August 7, 1981, enclosed please
find a fully executed Big Sinks Unit agreement as requested.

If you have any questions or if we may be of further assistance,

please advise.

Yours very truly,

i 7. Ao

Chris L. Raper

Land Department

CLR/jy1
880/F

Enclosure




NEGEIS
AUG 31 1981

OIL CONSERVATION DIVISION
B SANTA FE

CERTIFICATION DETERMINATION

PurSuant to the authority vested in the Secretary of the Interior,

N

the act approved february, 1920, 41 Stat. 437, as amended, 30 U.§.C.

secs. 181, et seq., and delegated to the Deputy Conservation Managers

0i1 & Gas, of the United States Geological Survey, I do hereby:

Pt

=

s
s

iRl

A. Approve the attached agreement for the development and

operation of the . Big Sinks
e ‘/ .
Unit Area, State of New: mexico

: BN ANY \\ :
B. Certify and determine that ‘e unit plan of development and

operation contemplated in the atﬁgchéd éﬁreement i;(necessary and
advisable in the public interest for the pﬁ?pose of more properly
coﬁserving 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 estab]ished,ya]tered,
changed, or revoked to conform with the terms and conditions of

this agreement.

Deputy Conservation Manéger, 0it1 and Gas

United State Geological Survey

Dated

Contract Number

LR601/G
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’ | ,
1 UNIT AGREEMENT
2 FOR THE DEVELOPMENT AND OPERATION
3 OF THE
4 BIG SINKS UNIT AREA

; 5 COUNTY OF EDDY

| 6 STATE OF NEW MEXICO
7 NO.

' ‘ 8 THIS AGREEMENT entered into as of the 1st day of July, 1981 by and

9 between the parj‘ties subscribing, ratifying or consenting hereto, and

10 herein referred to as the "parties hereto".

11 |  WITNESSETH:
; 12 WHEREAS, the parties her:ei:o are the owners of working, royalty, or
* 13 other oil and gas interests in the unit area subject to this agreement;
j 14 and
: 15 WHEREAS, the Mineral Leasi.ng Act of F;ebruary 25, 1920, 41 Stat. 437,

16 as amended, 30 U.S.C. Secs. 181 et seq., authorizes Federal ]e;;sees and

AT

17 their representatives to unite with each other, or jointly or separately

18 with others, in collectively adopting and operating a cooperative or

Sl Pon T SRR A N DR

19  upit 'p1an of development or operations of any oil or gas po&l, field, or

20 like area, or7any part thereof for the purpose of more properly conserv-

21 ing the natural resources thereof whenever determined and certified by

N N N e

22 the Secretary of the Interior to be necessary or advisable in the public

23 interest; and
24 WHEREAS, the Commissioner of Publi¢ Lands of the State of New
25 Mexico is authorized by an ‘Act of the Legislature (Secs. 19-10-45, 46,

T TR A e T

26 47 N.M. Statutes 1978 Anhotéted) to consent to or approve this agreement

"

AR RN

27  on.behalf of the State of New Mexico, insofar as it covers and includes

28 lands and mineral interests of the State of New Mexico; and

29 WHEREAS, the 071 Conservation Division of the Energy and Minerals
g 30 Department of the State of New Mexico is authorized by an Act of the

31 Llegislature (Afticle 3, Chapters 70 and 71, 1978 Statutes) to approve

SRR A e

o

32 this agreement and the conservation provisions hereof; and

i

33 WHEREAS, the parties hereto hold sufficient interests in the Big

23
b
£

et

34  Sinks Unit Area covering the land hereinafter described to gi've’ reason-

'35 ably effective contro) of operations therein; and




-

1 WHEREAS, it is the purpose of the parties hereto to conserve natural
2 .resources, prevent waste, and secure other benefits obtainable through
3 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 promises

herein contained, the parties hereto commit to this agreement their

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

among themselves as follows:

O O N O N

1. ENABLING ‘ACT AND REGULATIONS. The Mineral Leasing Act of
‘10  February 25, 1920, as amended, supra, and all valid pertinent regulations,
11 including operating and unit plan regulations, heretofore i35ued thereunder

12 or valid, pertinent and reasonable regulations hereafter issued thereunder

/ 13 are accepted and made a part of this agreement as to Federal 1ands,

i
|
o
%

2.
K
&
]
k]
]
i
5
1
5
¢

14 provided such regulations are not inconsistent with the terms of this

15 agreement; and‘as¥to non-Federal Tands, the-bil and gas operating regu-

16 1lations in effect as of the effective date hereof governing,driifing and
17  producing operations, not ingonsiétent with the terms hereof or the laws

18 of the State of which the nbn-Federa] Tand is located, are hereby accepted

19 and made a part of this agreement.

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

z 21 marked Exhibit "A" is hereby designated and recognized as constituting
22 the unit area, containing 3,520.00 acres, more or less.

.23 . Exhibft "A" shows, in addition to the boundary of the unit area,
24  the boundaries and identity of traéts and leases in said area to the
25 extent known to the Uhit Operator. Exhibit "B" attached hereto is a
26 schedule showing to the extent known to the Unit Operator the acreage,
27 pefcentage, and kind of owneréhip of 0il ahd gas interests in all land

28 in the unit area. Howevef}»nothing‘herein or in said schedule or map

29 shall be construed as a representation by any party hereto as to the

30 ownership of any interest.bther‘thén such intereSt or interests as are

%
0
2

i
73

ot
s

& s . : ) ;

7 31 shown in said map or schedule as owned by such party. Exhibits "A" and
, 3 e , o , ‘

¥ 32 "B" shall be revised by the Unit Operatcer whenever changes in the unit

% 33 areé render such revision necessary, or when requested by the Deputy

" 34 Conservation Manager, 0i1 and Gas, hereinafter .referred to as "Deputy",

or when requested by the Commissioner of Public Lands of the State of
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New Mexico, hereinafter referred to as "Commissioner", and not less than

five copies of the revised exhibits shall be filed with the Deputy, and

two copies thereof shall be filed with the Commissipner, and one copy

- with the Oil Conservation Division of the Energy and Minerals Department

of the State of New Mexico, hereinafter referred to as "Division".

The above-described unit areé shall when practicable be expanded to
include therein any additional lands or shall be conﬁracted 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, afte} preliminary
concurrence by the Director and the Commissioner, shall prepare a
notice of pfbposed expansion or contraction describing the contem-
plated changes in the boundaries of the unit area, the reasons
therefore, and the proposed effective date thereof, preferably the
first day of a month subsequent to the date of notice.

b) Said notice sha]T‘Be de]ivered_to the Deputy, the
Commissioner and th;‘DiQisidn”and’copies thereof mailed to the last
known address of eaCﬁ.working interest cwner, lessee, and lessor
whose interests are affected, advising that 30 days will be allowed
for submission to the Unit Operator of any objections.

c) Upoh expiration of the 30-day period provided in the
preceding‘item (b) hereof, Unit Operator shall file with the Deputy,
the Commissioner and the Division evidence of mailing of the notice
of expansion or contraction and a copy of any objections thereto
wnich'haveﬁbeen filed with the Unit_Operator, together with an
a#p}icatiq; in sufficient number, for approval of éuch éXpaﬁsién or
contraction and with appropriqte joinders. \

d) After due consideration of all pertinent information, the
expansion-or contraétidn Shail, upon approval by the Deputy, the
CoﬁmiSSioner'and>the Division,?ﬁecdme effective as of the date

-2prescrf5ed in the notice thereof.
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"e)  All legal subdivisions of lands (i.e., 40 acres by’

Government survey or its nearest.-lot or tract equivalent; in
instances of irregular surveys unusually large lots or tracts shall
be considered in muitiples of 40 acres or the nearest aliquot
equivalent thereof), no parts of which are entitled to be in a
_participating area on or before thq fifth anniversary of the
effective date of ﬁhe*first initial pérticipating area established
~under this unit agreement, shall be eliminated auiomatical]y from
this agreemeﬁt, effective as of said fifth anniversary, and such
lands shall no longer be a part of the unit area and shall no
lTonger be subject to thfs agreement, unless diligent drilling
operations are in progress on unitized lands not entitled to
participation on said fifth anniversary, in which event'a11 such
lands shall remain subject hereto so long as such drilling opera-
tions are continued diligently with not more fhan 90 days' time
elapsing between the completion of one well and the commenceﬁént of
the next well. A1l 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 goverrment
shall be automatica]]y eliminated from this agreemeht as of said
tenth anniﬁersary. A1l lands pﬁoved productive by.diligent drilling
~operations after the aforesaid 5-year period shall become partici-
pating in the same manner as during said 5-year period. However,
when such dfligent drilling operationé cease, all nonparticipating
lands shall be automatically eliﬁinated effective as of the 91st
da& thereafter. The Unit Operator éha]?, within 90 days after the
effective date of any eT{mihatiOn hereunder, describe the area so

e]iminafed to the satisfaction of the Deputy and the Commissioner,

2

and promptly notify all paviies ‘in-interast.
Tf conditions warrant extention of the 10-year period specified in

this subsection 2(e), a singie extention of not to exceed 2 years may be

vaccompTishéd by consent of the owners of 90% of the working interests in

the current nonparticipating unitized lands and the owners of 60% of the
biasic royalty interests (exc]usfve”oﬁ,the basic royalty interests of the

United States) in nonparticipating unitized lands with approval of the
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Director and Commissioner, provided such extension application s 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(c)
shall not be considared automatic commitment or recommitment of such
lands.

3. UNITIZED LANDS AND UNITIZED SUBSTANCES. A1) lands committed
to this agreement shall constitute land reférred to herein as "unitized
Tand" or "land subject to this agreement". A1l o0il1 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. AMOCO PRODUCTION COMPANY is hereby designated

. as Unit Operator and by signatdre hereto as Unit 0pérator 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 Operétor, 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 Operayor‘as the
owner of a working “interest when such an interest is owned by it.

5. "RESIGNATION OR REMOVAL OF UNIT OPERATOR. . Unit-opeﬁator shall
have the right to\resign at any timejpﬁior to the estaﬁlishment of a
participating area or areas hereunder, but such resignation shall not
become effective so as to release Unit Operator from the duties and
obligations of Unit Operator and terminate Unit Operator's rights as
such for akperiod of 6 months after notice of intehtfon to resign has
been served by Unit Operatdr on all workiﬁg interest owners and the

Depdfy; the Commissioner and the Division; and until all wells then

“drilled hereunder are placed in a satisfactory condition for suspénsion

or abaﬁdonment whichever is required by the Deputy asitO'Federal lands

and by-the Commissioner as to State 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 theé

expiration of said period.

N e TN D S A R o P LG 2




1 Unit Operator shall have the right to resign in 1ike manner and
2 subject to like limitations as above provided at any time a participating
3 area established hereunder is in existence, but, in all instances of
4 resignation or removal, until a succéssor“Unit Operator is selected and
5 approved as herefnafter provided, the working interest owners shall be
6 Jjointly responsible for perforr.ance of the duties of Unit Operator, and
7 shall, not later than 30 days before such resignation or removal becomes -
8 effective, appoint a common agent fo'\represent them in any action to be
9 taken hereunder. ‘ 7\ |

, 10 The resignation of Unit Operator shall not release Unit Operator

11 from any liability for any default by it hereunder occurring prior to

| : .

f , 12 the effective date of its resignation.
5 X : 13 The Unit Operator may, upon default or failure in the performance
14 of its duties or obligations hereunder, be subject to removal by the

15 same percentage vote of the owners of working interests as herein pro-

? 16 vided for the selection of a new Unit Operaior. Such removal shall be
r 17 effecti'vé upon notice thereof to the beputy and the Commissioner.
‘ g 18 -The resignation or removal of Unit Operator under this agreement
éi 19 shall not terminate its right, title or 'intergst as the owner of a
: 20 working interest ¢r other interest in unitized substances, but u'pbri the

21 resignation or removal of Unit Operator beconﬁ'ng effective, suchiumk't,

AR LT

22 Operator shall deliver possession of all wells, equipment, materials and

RS

23 appui‘tenances used in ‘cohducting the unit operations to the new duly

24 quéﬁified successor Um'f. Operator'orﬁto the common agent, if no such new

PRt Lo Vs R

25 Unit Operator is elected, to be used for the purpose of conductirg unit

26 operations hereunder. Nothing herein shall be construed as authorizing

S
AR AN

AR,

27 removal of any material, equipment aﬁd appurtenances needed for the

-~

28 -preser;vation of any wells.

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

/

O
.

3¢ tender his or its resignation as Unit Operator or shall be rémoVQd as
31 Whereinabbve brovidgd, or a éhaﬁge of Unit Operator'is negotiated by

32 working interest owners, thé owners kof the wquing interests m the

33 participating area or aréas acécfrd’in"g to their respective acreage inter-

34 ests in ‘such participating area or areas, or, until a participating area

'35 'shall have been established, the owners of the working interests according

"
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to their respective acreage interests in al) unitized land, shall by
majority vote select a successor Unit Operator: Provided, That, if a
majority but less than 75 percent of the working interests qualified to
vote are owned by one party to this agreemeni, a concurring vote of one
or more additional working interest owners shall be required to select a
new operator. Such selection shall not bacome effective until

-a) a Unit Operator so selected shall accept in writing the

duties and responsibilities of Unit Operator, and

b) the selection shall have been approved by ‘the Deputy

and the Commissioner.

If not«successor Unit Operator is selected and qualified as herein
provided, the Director and Commissioner at their election may declare
this unit agreement‘té%hinated. |

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 iﬁ'conducting'uﬁit operetions here-~
under shall be paid and apportionad among and borne by the owners of
working interests, all.in accordance with the agreement or agreements
entered into by and between the Unit Operator and the owners of working
interests, whether one or more, separately or collectively. Any agree-
ment or agreements entered into between the working interest owners and
the Unit Operator as provided in this section, whether one or more, are
herein referred to as the "unit operating agreement". Such unit operat-
ing agreement shall also provide the manner #n which the working interest
owﬁers shall be entitled to receive their respective proportidnate and

allocated share of the benefits accruing hereto in conformity with their

"underlying operating agreements, leases or other independent contracts,

and such other rightsiénd ob]igéiions as between Uhft Operator and the

working interest owners as may be agreed upon by Unit Operator and the

working interest owners; however,~q§'sﬁch.uhit 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 Yight-or obligation
eétabl{ehedrunder this unit agreement, and’in case of any inconsistency

or conflict between this unit agreement and the uhit operating agreement,

p

this unit agreement shal) goverhi Three ‘true cdpiesvefaany unit operating




PR

L R e Uy (ot

D R T M s Vel S )
BRSPS i s S g s el S

3

O T SR g
R B N R A T ot o Sl

3

il

o R R b B e AR e oo e S e

£y

W O N O O B W N

W oW oW oW oW oW NN RN NN RN N NN -
u'l-u»wmv-owmvmmpwmwoss<:;'5§5§ﬁg

agreement executed pursuant to this section should be filed with the

‘Deputy and two true copies with the Commissioner and one true copy

with the Division, prior to approval of ~this unit agreement.

8. RIGHTS AND OBLIG_ATIONS 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 neces-
sary 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 providéd. Acceptable
evidence of title to said rights shall be deposyited with said Unit
Operaior and, together’with this agreement, Shall constitute and define
the rights, privileges, and 6bh’gations of Unit Operator. Nothing
herein, however, shall be construed td transfer title to any land or to
any lease or operating agreement, it being understood that under this
agreement the V\Um‘t’ Operator, in ;’ts‘capacity as Unit Operator, shall
exercise the rights of possession and use vested in -the par't'ie's 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 Deputy, if on Federal land, or by
the Commissioner if on. State land, un]esﬁ ch such effective ddte a well
is bei‘ng'driﬂed conformably with the terms hereof, and 'tﬁ'e'r'?eaft‘”er
continui such drilling diIi‘ge’nt]y‘untiI the Morrow formation has been

tested or until at a lesser depth unitized substances shall be discovered

which can be produced in paying quantities (to-wit: quantities sufficient

to repay the costs of df‘i]‘ling, completing, and producing operations,

with a reasonable profit) or the Unit Opefétor‘ shall at any time establish
to the saf.is’faction of the Deputy if located on Federal lands, or

th; Cénimi's'éi"dnér if located on State lands, that further- drilling of
said well would be urwarranted o impracticable, provided, however, that
Unit Operétof shall not in any ev‘entv be required to_.)drin said well to a
depth in excess of 16,000 feet. Until the discovery of a déposit of
unitized substances. c_apéple o’f being"produced in paying quantitiés, the

Unit Operator shall continue drilling one well at a time, ailowing rot

more than 6 months between the combie'tion ‘of one well and the beginnihg
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~of the next well, until a well capable of producing unitized substances

in paying quantities is completed to the satisfaction of saic Deputy if
on Federa) land{ or the Commissioner if on State land, or until it is
reasonably 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 Deputy 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 thé Deputy
and the Commissfoner, this agreement will automatically terminate; upon
failure to continue drf]]iﬁg diTigently any well commenced hereunder,
the Deputy and Commissioner may, after 15 days notice to the Unit
Operator, declare this unit agreement terminated.

10. ' PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within & months
after completion of a well cépable‘of produ¢ing dﬁitizéd'substaﬁces in
paying quantities, the Unif Operator shall submit for the approval of
the Deputy and the Commissioner an acceptable plan of development and
operation for the unitized land which, when approved by the Deputy and
the Commissioner, shall constifute the fuftherwdrilling 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'p]an,‘the’Uhit Operator shall submit for the approval of
the Beputy and the Commiééioner-a plan for an additional specified
period f?rffhe deveiophent and operation of the unitized Yand. .

Any plan submitted pursuant to this section stiall provide for the
exploration of the Unitized area and for the diligent drillihg 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 aﬁd:adequate as thé‘Debuty, the

Commissioner and Division may determine to be necessary for 'timely
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development and proper conservation of the oil and gas resources of the

unitized.a%ea and shall:
a) specify the number and locations of any we]1sito be
drilled and the proposed order and time for such drilling; and
b) to the extent practicable, specify the operating prac-
tices 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 Deputy, the Commissioner and the Division.

\ Plans shall be modified or supplemented when necessary to meet
changed conditions or to protect Fhe interests of all parties to this
agreement. Reasonable diligence shall be exercised in complying with
the obligations of the approved pian-Of deye]opmént: The Depdty and -
Commissioner are authorized to grani a reasonable extension of the
6-month period herein preécribed for submission of an initiél 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 méy be specifically
approved by the Deputy and the Commissioner, shall be dri]]ed except in
accordance with a plan of development approved as herein'provided.

11. PARTICIPATION AFTEﬁ DISCOVERY. Upon completion of a wéi]
capable of producing unitized substances in paying quantities or as seon

thereafter as reqbired by the Deputy>and Commissioner, the Unit Operator

_shall submit for approval by the Deputy 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 qﬁantities; all lands in s;id'schédUIe on approval of the Deputy

"and Commissioner to constitute a barticipating area, effective as of the

date of completion of such we11=0r the effective date of this‘unit
agreémeht, ththever is lgter; The acreages of both Federal and
non-Federal lands shall -be based upon approprf;te computatiohs from the -
courses and distances shown on the last approved pubiic’Iaﬁd survey as -

of the effective date of each initial hartitipatihg'area.
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Said schedule shall also set forth the percentage of unitized substances
to be allocated as herein provided to each tract in the participating
area so established, and shall govern the allocation of production
commencing with the effective date of the partfcfpating area. A separate
participating area shall be established for each separate pool! or deposit
of unitized substances or for any group thereof which is produced as a
single pool or zone, and any two or more participating areas so established
may be combined into one, on approval of the Deputy and Commissioner.
When production from two or mﬁre 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 thé Deputy and.Commissioner. The
participéting area or areas so established shall‘be reviséd from time to
time, squect to ]ike approval; to include additional land then regarded
as reasonably prdvéd 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, howeverj that ‘a more appropriate effective date may be used if

ju§tified by the Unit Operator and approved by the Debuty and CommisSioner.
No land shall be excluded from a pariiéipaiing area on account of depletioh
of the unitized substances, except that any participating area established
under the provisions of this unit agreement shall term}nate 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 partitipating area shall

represent the area known or reasonably estimated to be productive in

" paying quantities, but, regardless of any revision of the participating

area, nothing herein contained shal]fbe constrqed as requifihg any
retroactive adjustmént for production obtained prior to the effeétive
date of the reviSigB:Of the participating area.

In the absence of agreement at any time between the Uhi£”0pér§f6r

and the Deputy and Commissioner as to the proper défihifidn or




1 redefinition of a participating area, or until a participating area has,
2 or areas have, been established as provided herein, the portion of all
3 - payments affected thereby shall be impounded in a manner mutually accept-
%" 4 able to the owners of woﬁkingkinterests and fhe Deputy and Commissioner.
5 Royalties due the United States and the State of New Mexico, which shall
6 be determined by the Deputy for Federal land and the Commissioner for
7 State land and the amount thereof shall be deposited, as diracted by’ the
8 Deputy and Commissioner respectiveTy, to be held as unearned money until
N 9 a participating area is ffﬁélly approved and then app]igd as. earned or
? 10 - returned fn accordance with a determination of the sum due as Federal
§ 11 and State royalty on the basis of such approved participating area.
; 12 Whenever, it is determined, subject to the approval of the Deputy
} %Z 13 as to wells drilled on Federal land and of the Commissioner as to wells
% ’ 14 drilled on State land, that a well drilled under this agreement is not
g 15 capable of production in paying quantities and inclusion of the land on
'§' 16 which it is situated in a participacing area is unwarranted, produciibn
g 17  from such well shall, for -the purposes of settiement among all parties
,§ 18 other than working interest owners, be allocated to the 1and on which
% 19 the well is located unless such land is already within the participating
% 20 area estéblished‘for the pool or deposit from which such pkoduction is
g 21 < obtained. Settlement for working interest benefits from such a well
§ 22 shél] be made as provided in the unit operating agreement.
% 23 12. ALLOCATION OF PRODUCTION. Ai]’unitized substances;produced
_g 24 from each participéti;gvarea established under this agreement, except
§ 25 any part thgreOf uscd in conformity with good operating practices within
% 26 the unitized area for di]]ing,'operating, camp and other production or
’% 27 development purposes, for repressuring or recycling in accordance with a’
% _ 28 - §Tan of development approvéd by the Deputy and COmmissioﬁer, or‘ﬁnavoidab1y :
; - 29 ‘lost, shall be deemed to be produced equa]fy’bﬁ'an acréage basis from
§ 30 the several tracts of unitized land of the participatihg area established
§ 31 for scch production and, for the purpcse of determining any benefits
% 32 accrUiﬁb under this agreeﬁent, each suchjtract'of unitized land shall
§ 33  have ailocatgd'to'it suChfpercentage of sa?d'proddction as the number of
% 34 acres of sUCh’tracc fnclUded {n‘said‘partiCipaifng area bears
5 .
i
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to the total acres of unitized land in said participating area, except

that allocation of production hereunder for purposes other than for
sett]ement of the royalty, overriding royalty, or payment out of pro-
duction obligations of the respeetive working interest owners, shall be
on the bas'i\s prgscribed 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 substances from a par-
ticipating area shall be allocated as pfovided 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
areva, the first gas withdrawn from such last mentioned participating
area for sale dﬁrin‘g the 1ife of this agreement shall be considered to
be the gas so transferred until an amount equal to that transferred
shall be so produced for sale and such gas shall be allocated to the

participating area from which initially produced as such area was last

defined at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATION.
Any party heretd owning or ’cohtro]liﬁg the working interest in any
unitized land having thereon a regular well Tlocation may with the approval .
of the De’buty as to Federal land or the Commissioner as to State land,
at such party's sole risk, cost and expense, drill a well to tesf. any
formation for which a participating area has not been established or to
test any fb’fmation ‘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 Qriﬂed by the Uri;it Operator under this agree-
‘ment. | | |

If any well drilled as aforesaid by a working interest owner res"dltvs .
in production such that the land upon which it is situated may properly
be -included in a partiéipat-ing area, such participating area shall be

established or enlarged as provided in this agreement and the well shall

~ thereafter be operatéd by the Un'i‘t Operator in accordance with the terms ‘

of this agreement and the unit operating agreement.
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If any well drilled as aforesaid by a working interest owner obtains

-production in quantities insufficient to justify the inclusion of the

laind upon which such well is situated in a participating area, such well
may be operated and produced by the party drilling the same subject to
the conservation requirements of this agreement. The royalties in
amount or valye of production from any such well shall te paid as speci-
fied in the underlying lease and agreement effected.

14. ROYALTY SETTLEMENT. The United States and any State andnany
royalty owner who is entitled to take in kind a share of the substances
now unitizad 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'coneeacts, laws and regulations. Settlement for royalty
interest hot taken in kind sha11 be made by working-intereet owners
responsible therefore 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 obligations for the
payment of “any roya1t1es due under their leases.

If gas obta1ned from lands not subject to this agreement is 1ntro-
duced into any participating area hereunder, for use in repressuring,
stimulation of production, or increasing ultimate recovery, in conformity
with a plan of operations approved by the DepUty, the Commissioher and
Division, a 1ike amount of gas, after settlement as herein: prov1ded for
any gas transferred from any other part1c1pat1ng 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 ae
‘to any products which may be extracted ﬁherefrom; provided that such
withdrawal shall be at such time as may‘be~pro§ided in the approval plan
;of’operatiohs‘or as may otherwise be consented to by the Deputy, the
Commissioner and Division as conform1ng to good petro1eum englneer1ng
practice; and prov1ded further, that such rlght of w1thdrawa1 shal] .. ' .
term1nate on the termination of thvs unit agreement B » |

J
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Royalﬁty 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 r_‘ate dependf 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 bf 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 responsime
therefor under existing contracts, laws and regulations, provided that
nothing herein contained shall o‘pei"a‘te to relieve the lessees of any
land from their respective lease obligations 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 _ratf’é 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 agreement
shall be pai‘d at the rates specified in the respective leases.

With respect to any lease 6n ’non~Fede‘ral land containing provisions
which would terminate such lease unless drilling 'operatiohs are commenced
upon the land covered thereby within the time therein specified or
rentals are paid for ‘the privilege of deferring such drﬂhng operétiops,
the f‘entals rgquired thereby shall, notwithstanding any other provisions
of this agree:ﬁent, be deemed to accrue and become pay;ble' during the
term thereof as extended by this agreement and until the required drill-
ing operations are commenced upon the land covered thereby or until some

portion of such land is inciuded within a pa"‘rtiéipati‘ng area.
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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 or Federal laws or regu1ations.

17. ORAINAGE. The Unit Operator shall take such measures as the

Deputy 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 contracts
relating to exploratioh,’dri1ling; 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
provision hereof, but otherwise to remain in full force and efféct; and -
the partieéihereto 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 aPprova1 hereof by their duly authorized
representatives, do hereby establish, alter, change or revoke‘the drill-
ing, producing, rental, minimum royalty and royalty requirements of
Federal and State leases committed hereto and the regulations in respect
thereto to conform said reQd?rements to the provisions of this agreement,
and, without 1imiting the generality of the foregoing, all leases,
subleases, and contracts are particularly modified in accordance with
the following:

a) The development and opération of lands subject to this
agreement under the terms hereof shall be deemed full performance
of all obligations for development and operation Wi;h respect to
each and eve}y separately owned tract subject to this agreement,
regardless of whetﬁér'thére fé any deVe]opmént‘of any pafﬁicular o
traét of the unit-argé. .

b) Dri]]ing;énd producing npefatibns performed hereunder
upon any tract‘o% uﬁ%%ize&bland will be accepted and deemed to be
performed ubon and for the behefit of each and every tract of
unitiied Tand, and no loase shall be dee@ed‘to expire by reason of

failure to drill or produce wells situated on the land thérein

embraced.
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d) Each lease, sublease or contract relating to the explora-

tion, dri]]ing, development or operation for 0i] or gas of lands
other than those of the United States or State of New Mexico com-

mitted to this agreement, which, by its terms might expire prior to

the termination of this agreement, 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 this agreement.

e) Any Federal lease for a fixed term of twenty (20) years
or any redewa]»thereof or any part of such lease which is made
subject to this agreemept shall continue in force beyond ‘the term

provided therein until the termination hereof. Any other Federal

> Or in the event actual drilling

operations are commenced on unitized lands, in accordance with the

pProvisions of ihis agreement, prior to the end of the primary term

to the time at which the underlying lease, as extended by the
immediately preceding parégraph, will exﬁire, is hefeby extended

beyond any such term so provided theréin so

that it shall be continued




in ful force and effect for and during the term of the underlying
lease as such term is herein extended

g) Any lease embracwng 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 committed hereto
until the termination hereof, subject to the provisions of subsec-
tion (c) of Section 2 and subsection (i) of this Section 18.

‘h)  The segregation of any FederaT ]ease’committed to this
agreement is governed by the follow1ng provisions in the fourth
paragraph of Sec. 17(j) of the M1neral 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 1ands committed and the lands not committed as of .

the effective date of unitizatjbn:‘ 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
Trom the date of such segregation and so long thereafter as oil or
gas is produced in paydng quantities."

i)  Any lease embracing lands of the State of New Mex1co
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 appTy separately to such
segregated portions commencing as of the effective date hereof;
provided, however, notwithstanding any of the provisions of th%s
agreement to the contrary any lease embrac1ng lands of the State of
New Mexico having only a portion of its lands committed hereto
shall contifiue

t-thereln as to all lands embraced in such ]ease, if oil or gas is

d1scovered and is capable of being produced in paying quantities

e L T T e T

NS

from some part of the lands embraced in such lease at the explra-

ey,

At ey

tion of the secondary term of such" lease or if, at the exp1ratlon

of the secondary term, the lessee or Unit Operator is then engaged

in bona fide dr1111ng or rework1ng operations on some part of the

;
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lands .embraced in such leaée, the same, as to all lands embracedL

therein, shall remain in full force and effect so long as such

operations are being diligently prosecuted, and if they result in
the production-of oil or gas, said lease shall continue in full
force and effect as to all of ‘the lands ehbraced therein, so long
thereafter as oil'or‘gas in paying quantities is being produced
from any portion of satd lands. » ‘

J) Any lease, other than a Federal lease, having only a
portion of its lands éommitted 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. In the event any such
lease provides for a 1uﬁp sum rental payment, such payment shall be
prorated between the poftions so segregated in proportion to the
acreage of the respective trécts.

19. COVENANTS RUN WITH LAND. The covenants herein shall be con-
strued to be covenants running with the land with'respect to’the interest
of the parties hereto and their successors in interest until this agree-
mgnt terminates, and any grant, transfer, or conveyance of interest in
land or leases subject hereto shall be and hereby is conditioned upon
the assumption of all privileges and obligations hereunder by £he grantee,
traﬁéferee or other successor in interest. No assignment or transfer;of
any working fnterest,‘royalty, or ofher interest subject hereto shall be
binding upen Unit Operator unti]»the first day of the calendar month

after Unit Operator is furnished with the original, photostatic, or

, certifiéd copy of the instrument of transfer.

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

upon apbrova] by.the Secrefary and Commissioner, or their duly authprized

representafivesjand shall terminate Tive (5) yéars from said effective
date”unléss: ’
a) such date of expiration is extended-by the Director and
Commissidher, or
| b) it is reasonably determined prior to thé expiration of

" the fixed term or any extension thereof that the unitized Tand is

e

incapable of production of unitized substances in paying quantities
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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 Deputy and the

Commissioner, or
c) a valuable discovery of unitized substances has been made
" or accepted on unitized land during said iﬁ%tié] term or any exten-
sion thereof, in which event the agreement shall rémain in éffect
for such term and so long as unitized substances can be produced as
to federal lands ahd are being produced as to state lands in quanti-
ties sufficient to pay for the cost of producing same from wells on
unitized land within any participating area established hereunder
and, should production cea;e, so long thereafter as diligent opera-
tiohs are in progfess for the restoration of produétiOn or discovery
6} new production and so long thereafter as unitized substances so

-y
discovered can be produced as aforesaid, or

d) it is terminated as heretofore provided in this agreement.

This agreement may be terminated at any time by not less than 75

per centum, on an acreageibasis, of the working interest owners

signatory hereto, with the approval of the Deputy and Commissioﬁér;
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 authdnityﬁto alter or modify from time to time in
his discretion the quanfity and rate of pfoduction under this agreement
~ when such quantity and rate is not fixed pursuant to Federal or State
law or daes not conform to any statewide vb]untary censervation or
al]ocation‘progrém, which is established, recognized and generally
adhered to by the majority of 6perators in suéh State, such authority
being hereby limited to alteration or modification in the public infereSi,
the purpose thereof and the public interest to be sénVéd*thereby to be
stated .in the order of'gite¥ation or modification. Without regard to
the foregoing, tﬁe'Diféctor.is also hereby vested with authority to
alter or modify from time to time inahis discretion the rate of pros-

kpecfing and deve]opmént'and the quantity and rate of prdduction under
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this agreement when such alteration or modification is in the interest

of attaining the conservation objectives stated in this agreement and is

not in vioiation of any applicable fFederal or State law; provided,
further, that no such alteration or modification shall be effective as ~
to any land of the State of New Mexico, as to the rate of pfospecting
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
subject to this agreement as to the quantity and rate of production in
the ébsence of specific written approval thereof by the Division.
Powers in this section vested in the Director shall only be exer- .
cised after notice to Unit Operator and opportunity for hearing to be
held not less than 15 days from notice.
22. APPEARANCES. Uﬁit Operator shall, after notice to other
parties affected, have the right to appear for and on behalf of any and
a]]bénterests affected hereby before the Department of the Ihterior, the
Commissioner of Public Lands of the State of New Mexico and the 01l
Conservation Division of the_ Energy and Minerals Deparfment of the State-
of New Mexico and to appeal from orders issued under the regulations of
Qaid Department, the DiyiSion or"Comﬁissioner.or to apply for relief : §
from any of said regﬁlations or in any proceedihgs relative to opera-

tions before the Department of the Interior, the Commissioner, or

~ Division, 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. ‘

23. NOTICES. A1) notices, demands or statements required here-
hnder to be given or rendered td 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 cénnection with
the signatures hereto or to the ratifitéiion‘br conséht'hereof or io
such otﬁer address as any such party mayvﬁﬁ;e fﬁrnished in writing to
party send}ng ihe‘notice, demaﬁd or statement. '

24, NO WAIVER OF CERTAIN 'RIGHTS. Nothing in this agreement con-
'taiﬁéd shall”pe”tonsfrued as a wa}Vér by any'party;hereto of ﬁhe'ridﬁt

to assert any legal or constitUtibnal.fiqht or defense as to the validity
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or invalidity of any law of the State wherein said unitized lands are
located, or of the United States, or regulations issued thereunder in
ény way affecting suCh>§arty, or as a vaiver by any such party of any
right beyond his or its authority to waive.

25, UNAVOIDABLE DELAY. A1l obligations under this agreement_
requiring the Unit Operafor to commence or continue drilling or to
operate on or produce unitized substances %rom any 6f the lands covered

by this agreement shall be suspended while the Unit Operator, despite

_the exercice of due care and diligence, is prevented from complying with

such obligations, in whole or in party, 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 matters beyond 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 approﬁa] of
the Deputy and Commissioner.

26. NONDISCRIMINATION. In éonnection with the performance of work
under this agreement, the operator agrees to cqmp]y witﬁ all of the
provisions of'Section 202 (1) to (7) inclusive of Executive Order 11246
(30 F. R. 12319), as amended, which are hereby incorporated by reference
in this agreement.

27. 10SS 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'és not com-

mitted herets and there shall be such readjustmeﬁt 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 1pterests subject thereto, payment br delivery on account thereof
may be withheld without 1iability for interest uﬁiil»the“d}spute is
finally settled; bfovfded, that, as to Federal and Statealéh& or leases,
no payments of funds due the United States or State'Oflhew‘Mexiéo‘éﬁdqu>

‘be withheld, but such funds of the United States shall be deposited as




1 directeq,bx the Deputy and such funds of the Staté of New Mexico shall

be deposited as directed by the Commissioner to be held as unearned
money pending fina)l settlement of the title dispute, and then applied as

earned or returned in accordance with such final settlement.

o B W N

Unit Operator as such is relieved from any responsibility for any
defect or failure of any title hereunder.
28. NON-JOINDER AND SUBSEQUENT JOINDER. 1If the owney of any

substantial interest in a tract within the unit area fails or refuses to

O 0 N o

: subscribe or consent to this agreement, the owner of the working interest
’E | 10 in that tract may withdraw said tract from this agreement by written

11 notice delivered to the Deputy and the Commis;ioner and the Unit Oberator
12 prior to the approval of this agreement by the Deputy and Commissioner.
13  Any oil or gas interests in lands within the unit area not committed

14  hereto prior to submission of this agreement> for final approval may

15 thereafter be committed hereto by the owner or owners thereof

=t Vi

16 subscribing or consenting to this;agreemenﬁ, and, if the interést is a
17 working interest, by the owner of such interest also subscribing to the
18 unit operating agreement. After operations are commenééd hereunder, the
19 right of subsequent joinder, as provided in ?his section, by a working

20 interest owner is subject to such requirements or approvals, if any,

e R O A L RO S e e,

21 pertaining to.such joinder, as may be provided for in'thg unit bpérafing .
22 agreement. After final approval hereof, joinder by a noﬁ-working .
23  interest owner must be consented to %n writing by the working interést
24 owner committed hereto and responsible for the payment of any benefits

25 that may accrue hereunder in behalf of such non-working interest. A

i
¢
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26 non-Working interest m&y not be committed to this unit agreement unless

27  the corﬁesponding working interést is committed hereto. Joinder to the

AR A

i ; 28 unit agreement by a worﬂfng interest owner, at any time, must be accom-

§§ E ' é 29 panied by appropriate joinder to the unit operating agreement, if more
o : : ' :

30  than one ‘committed working interest owner is involved, in order for the

31  interest to be regarded as committed to this unit agreement. Except as

32 may otherwise herein be provided, subsequent joinders to this agrEQment

33" shall be effective as of the first day of the month following the filing

v

34 with the Deputy and the Commissioner of duly executed counterparts of )

i ‘ 35 all or any papers necessary to establish effeCtive'commjfmeht»df any
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tract to this agreement unless objéction to such joinder is duly made
within 60 days by the Supervisor, provided, however,vthat as to State
lands all subsequeht Joinders must be approved by the Commissijoner,

29, 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 instrument in writing-specifically
referring hereto and shall be binding‘ubon.all those parties who have
executed such a counterpart, ratificatfon, or consent hereto with the same
force and effect as 1f all suci 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 uait area.

30, NO‘PARTNERSHIPL‘ It is expressly agreed that the relation of
the partieé hereto {is that of independent contractors and nothing in
this agreement contained, expreésed or implied, nor any operations
conducted hereunder, shall create or be deemed to have created a part-
nership or assocfation betweeq the pértieé hereto or any of them.

-IN WITNESS WHERFOF, the parties hereto have caused ‘this agreement

to be executed and have set opposite their respective names the date of

execution.
" UNIT OPERATOR AND WORKING INTEREST OWNER
AMOCO ' PRODUCTION COMPANY \
DATE: | - - ,
ADDRESS | T
. . P ' jUQ -
| R S A
Attorney-1in-Fact Pt
WILLIAM T. HALE
WORKING INTEREST OWNERS
ATTEST: ‘ YATES PETROLEUM CORPORATION

Secretary
DATE: July 14, 1981

s " President

~ ADDRESS: 207 South Fourth Street W -
: Artesia, New Mexico 88210 BY-/ /% 74 o

ATTEST: ~ GULF OIL CORPORATION
DATE: | | 5
ADDRESS:

: BY:




— 1 tract to this agreement unless objection to such joinder is duly made
2 within 60 days by the Supervisor, provided, however, that as to State
-3 lands all subsequent joinders must be approved by the Commissioner.
4 29. COUNTERPARTS. This agreement may be executed in any number of
5 counterparts no one of which needs to be executed by all parties or may
6 be ratified or consented to by separate instrument fn writing specifically
: 7 referring hereto and shall be binding upon all those parties who have
: 8 executed such a counterpart, ratifiéation, or consent hereto with the same
% 9 force and effect as if all such parties had signed the same documeﬁt and
‘ 10 ° regardless of whether or not it is executed by all other parties owning
11 or claiming an interest in the lands within the above described unit area.
12 - 30. NO PARVNERSHIP. It is expressly agreed that the relation of ;
13  the parties hereto is that of independent contractors and nothing in
14 this agreement contained, expressed or impl?ed, nor any operations
15 conducted hefeunder, shall create or be deemed to have created a'part-
16 nership or association between the parties hereto or any of them.
17 IN WITNESS WHEREOF, the parties h;reto have caused this agreenent
’ 18 to be executed and Qave set opposite their respective names the date of
19 exeéution.
20 - CUNIT dPERATOR AND WORKING INTEREST OWNER
21 _ AMOCO PRODUCTION COMPANY
22 DATE: ’
23  ADDRESS:
24 : , BY: '
25 ’ R Attorney-in-Fact
26 . WORKING INTEREST OWNERS
27, ATTEST: |  YATES PETROLEUM CORPORATION
28 DATE:" |
‘29 ADDRESS:
30 BY:
31
32 ATTEST: . ~ GULF OIL CORPORATION ’
33 DATE: | -
34 ADDRESS:
35 o
36
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DATE:

7-17-81

ADDRESS:

ATTEST:

P. 0. Box 12705

Dallas,

Texas 75225

DATE:

ADDRESS:

ATTEST:

DATE:

ADDRESS:

CR/dq
LR601/F

M. J. HARVEY, JR.

/

BY: /ff%z/l/55;%2;—”1/////’—~\\\\\

TOM R. CONE

MESA PETROLEUM COMPANY

BY:
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ADDRESS:

ATTEST:
DATE:

ATTEST: }5,,9" ;&;é? )

DATE: __ "{~\11.3)

ADDRESS : ESﬁﬂixxnix&hi“j;£X§S
AR

™Mo

ATTEST:
DATE:

ADDRESS:

CR/dq
LR601/F

M. J. HARVEY, JR.

BY:

TOM R. CONE

BY: )Zg;v YD

MESA PETROLEUM COMPANY

BY:
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ADDRESS:

ATTEST:

DATE:

ADDRESS :

ATTEST:

DATE:

ADDRESS :

ATTEST:__{;Z£;k§§§;,éﬁﬁﬁiézgl

DATE: 72-22- 8/ .

M. J. HARVEY, JR.

BY:.

TOM R. CONE

BY:

MESA PETROLEUM CO

<

BY: -
: Vice President




THE STATE OF TEXAS |
COUNTY OF HARRIS {

The foregoing instrument was acknowledged before me this .2/ day of
@_« 9?41: , 198/ , by __ WILLIAMT HALE T
as Attorney-in-Fact on behalf of AMOCO PRODUCTION COMPANY.

My Coumission Expires: M @ @W/

Notafy Public in and for
Harris County, Texas

SHIRLEY 8. BARNES
Notary Public in }larris County, Texas

My Commission Expires //"-7';/--—,-»-

_THE STATE OF NEW MEXICO }

COUNTY OF EDDY i

The ‘forego%ng instrument was acknowledged before e.t‘his’ l4th  day of
July . 19 81, by R V/m,e.e) President
of YATES PETROLEUM CORPORATION,/a New México corporation, on

behalf of said corporation.

My Commission Expires:

&a1/34

in and for
New Mexico

THE STATE OF |
COUNTY OF {

The foregoing “instrumént was acknowledged before me this __ day of

"]9__., by ) ] -

of GULF OIL CORPORATION, a |
of said corporation.

cdfporatibn, on behalf

My Commission Expires: e
: Notary Public in and for

26~




THE STATE OF TEGAS |
COUNTY UF HARRIS i

The foreguing fnstrur]nent wasbacknowledged before me this dayk of
9

Yy
as Attorney-in-Fact on behalf of AMOCO PRODUCTION COMPANY.

My Cormission Expires:

Notary Public in and for
Harris County, Texas

THE STATE OF §
COUNTY OF i

The foregoing 1nstrument was acknow1edged before me this

» 19 __, by
of YATES PETROLEUM CORPORATION, a '
behalf of said corporation.

—____day of

corporation, on

My Commission Expires:

Notary Public in and for

THE STATE OF  TEXAS i

COUNTY OF MIDLAND

The foregOing 1nstrument was acknow‘ledged before me this 13th day of

. .. Woodard .- , Attorney -ig-Fact:
of Ebﬁ Z}IL CORFORATI N, a Rgnnﬂ]vania corporation, on behalf
of said corporation.

)

| My Commission Expires: \__OJL(}Q»'Y-\-——/ 3\00@8\_/

July 30, 1984 : . Notary POTic in and for

:hg(ﬁ;a;g of Texas -7 s

- v Carolyn D. Larson

i3




THE STATE OF  Texas i
COUNTY OF Dallas |

BEFORE ME, a Notary Public, on this day personally appeared
M. J. HARVEY, JR., known to me to be the person whose name is subscribed
to the foregoing instrument, and acknowledged to me that he executed the
same for the purposes and consideration therein expressed.

GIVEN UNDER MY HAND AND OFFICIAL SEAL this l'7th day of

July , 19 81,
My Coomission Expires: 4-6-35 C)?ﬁu 3y Q%/@Zzﬂy
. Notary Public 9n and for
Dallas _ County, Texas
THE STATE OF N |
COUNTY OF i

BEFORE ME, a Notary Public, on this day personally appeared
TOM R. CONE, known to me to be the person whose name 1s subscribed to
the foregoing instrument, and acknowledged to me that he executed the
same for the purposes and consfderation therefn expressed.

GIVEN UNDER MY HAND AND OFFICIAL SEAL this day of
» 19 °

My Commissfon Expires:

Notary Public in and for
County, '

THE STATE OF i
COUNTY OF i

The foregoing];hstrument was acknowledged before me this __ day of
? ) - ]

of MESA PETROLEUM COM'P'A'NY, corporation, on behalf:
of said corporation. ' - ,

My Commission Expires: ‘
: : , "Notary Public in and for

_ CR/d
LR601/F
. @2-
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THE STATE OF {
COUNTY OF §

BEFORE ME, a Notary Public, on this day personally appeared
M. J. HARVEY, JR., known to me to be the person whose name {s subscribed
to the foregoing fnstrument, and acknowledged to me that he executed the
same for the purposes and consideration therein expressed. )

GIVEN UNDER MY HAND AND OFFICIAL SEAL this day of
» 19 .

My Commission Expires:

Notary Public in and for
. County,

THE STATE OF Wiasoues |
county oF ™M N mé §

~ BEFORE ME, a Notary Public, on this day personally appeared
TOM R. CONE, known to me to be the person whose name is subscribed to
the foregoing instrument, and acknowledged to me that he executed the

'same for the purposes and consideration therein expressed.

" GIVEN UNDER MY HAND A§§‘0FFICIAL SEAL this YN day of

ANY s 19
\

My Commission Expires:

. Notary Public in and\for - - |
3 \0~2§‘{' f-S]Xn_."ggmg\& County. §!§\%&§m&1

THE STATE OF ) |
COUNTY OF I
The forégOing;instrument was acknowledged before me this day of

SRRy 019 et ) by ?
of MESA PETROLEUM COMPANY, a

of said corporation.

corporation, on behalf.

-~

My Commission-Expires;

Notary Public in and'for,

CR/dq
LR601/F

-27-
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“of said corporation.

THE STATE OF __ i
COUNTY OF }

"BEFORE ME, a Notary Public, on this day personally appeared
M. J..HARVEY, JR., known to me to be the person whose name 1s subscribed
to the foregoing instrument, and acknowledged to me that he executed the
same for the purposes and consideration therein expressed.

GIVEN UNDER MY HAND AND OFFICIAL SEAL this day of
s 19,

My Commission Expires:

Notary Public in and for
County,

THE STATE OF i
COUNTY OF : §

BEFORE ME, a Notary Public, on this day personally appeared
TOM R. CONE, known to me to be the person whose name is subscribed to
the foregoing instrument, and acknowledged to.me that he executed the
same for the purposes and consideration therein expressed.

GIVEN UNDER MY HAND AND OFFICTAL SEAL this day of
, 19 . -

My Commission Expires:
’ Notary Public in and for
County,

THE STATE OF __TEXAS i
COUNTY OF __ MIDLAND |
The foregoing in§trument'was acknbw]edged before me this 22nd _ day of
July. 5 1981, by _ Marion E. Causey s _Vice President
- of MESA PETROLEUM CO. » @ _Delaware corporation, on behalf

-

*‘My Commission Expires: ,{Qﬂl{g_@_“ ’%- A ne _(porothy Teague)
4/30/85 4 Notary/Publicin and for ’

~Midland County, Texas
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EXHIBIT "B"
BIG SINKS UNIT AGREEMENT

TRACT No. of Serial No. & Basic Royalty , - Qverriding Royalty & - Working -
NO. Description of Land Acres Expiration Date Ownership % Lessee of Record Prod. Payment Ownership - Interest % .

Township 25 South, Range 31-East

, 1 Section 23: S/2 840 NM 16348 USA 12.5% Amoco Production  Joyce A. Dechant Amoco: 100%
Section 26: N/2 2-1-83 Company - 1/2 of 1%
Section 27: NE/4 : K. M. Johnston et ux 35%
Section 35: SE/4 NE/4 - Eddy iLand Co. 1% Production ~
; , ‘Payment of $150.00 per acre
2 Section 26: SW/4 320 M 19200 USA 12.5% Gulf 0i1 Corpo- Jean B. Merritt and ,, Gulif: 100%
‘ Section 27: SE/4 19-1-83 ~ ration Robert H. Merritt 5% , 3
3 Section 25: S/2 520 NM 19619 USA 12.5% M. J. Harvey, Jr. None M. J. Harvey,
Section 26: SE/4 1-1-84 ﬂ ; Jr.: 100%
Section 35: NE/4 NE/4 g :
4 Section 34: E/2 320 NM 24779 - USA 12.5% Tom R. Cone ~ Chloe"S. Sims: Tom w. Cone:
. 11-1-83 . 6.25% 100%
5. Section 35! All; Save 560 NM 17232 : USA 12.5% Yates Petroleum  George B. Lorraine. and Yates: 100%
and Except E/2 NE/4 12-1-82 Corporation Inez Harris Lorraine, 3% :
% Federal Tracts - 2560.00 Acres = 72.72% .
Township 25 South, Range 31-East ; , _ ~
6 Section 36: All 640 L-6527 STATE 12.5% MTA Limited None MTA:  100% , S
, 9-1-82 Partnership ) J ,
Township 26 South, Range 31-East N
7 Section 2: N/2 320 -LG-0690 STATE 12.5% Yates Petroleum None Yates: 100%
. 10-1-82 a Corporation : : :
2 State Tracts - 960.00 Acres ~ 27.28%
o Total 7 Tracts - 3520.00 Acres - 100%

CR/jmc
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STATE OF NEW MEXICO
ENERGY anpo MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

BRUCE KING : ) : POST OFFICE BOX 2088
; BANTA FE.NEW MEXIcO 87501
L‘“&:’:‘E“’E Auqust 7, 1981 | (505) 827-2434
i
-; Re: CASE NO. 7311
Mr. James Appelt, Attorney ORDER NO. R-6754

Amoco Production Company
P, 0. Box 30922
Houston, Texas 77001 Applicant:

Amoco Production Company

Dear Sir:

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

Director

JDR/fd

Copy of order also sent to:

Hobbs 0OCD X
Artesia OCD X

Aztec OCD

Other
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2 OIL COMNSERVATION DIVISION
STATE LAND OFFICE BLDG.
3 SANTA FE, MEW IdEXI;CO
29 July 1981
; 4
. 5 EXAMINER HEARING
. 6 |
IN THE MATTER OF:
7. :
Application of Amoco.Production
: 8. Company for a unit agreeme¢nt, Eddy CASE
L . ! County, New Mexico. : 7311
: ! »
10 | BEFORE: Richard L. Stamets
"
L . | TRANSCRIPT OF HEARING
i 1 : )
’ !
S 1" | i
; APPEARANCES ’
15
16
For the 0il Conservation Ernest L. :PRadilla, Esq.
17 Division:. Legal Counsel to the Division
State Land Office Bldg.
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§ 20 Fox the Applicant: ; James M. Appelt, Esqg.
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§ Post Office Box 3092
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MR, STAMETS: We'll call next Case 7311.

MR. PADILLA: Application of Amoco Pro-

duction Company for a unit agreement, Eddy County, New Mexico.
MR. APPELT: James Appelt for Amoco
Productian Company. We're ready.

Mr. Examiner, we'll have two witnesses,
Mr. Certel ahd Mr. Chris Raper.‘ Do they need to be sworn in
again?

MR. STAMETS: Let the record reflect
that these two witnesses have previously been sworn and
gualified, and they still are for purposes of this case.

N

MR. APPELT: My name is James

Okay.
Appelt, representing Amoco Production Company in conjhnction
with Atwood and Malone, and I believe there's a letter in

your file for this hearing. I have those two witnesses, who

were referred to.

We have to propose for yocur considera-:
tién an exploratory oil and gas unit in Eddy County, located
in the northern portion of the Delaware Basin. The unit-
area as proposed contains 3520 acres ané consiSts‘Bf both

State and Federal leases. Formatidn’of this unit will pér—

‘mit us to drill a deep and expensive test well, which we hope

will be productive in the Morrow formation.

We call our first witness, Mr. Raper.
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CHRIS L. RAPER
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. APPELT:

0. Mr. Raper, you'll be asked to testify
as to several exhibits. Were these exhibits either prepared
by you or under your supervision and direétion?

R A That is correct: |

0. Okay. Will you please turn to Exhibit
One, which is a plato% the proposed unit, and explain this
to the Examiner?

A Yes. This Exhibit One is captioned
Big Sinks Unit agreement. It's in Eddy County, New Mexico.
It encompasses approximately 3520 acres, being in Townships
25 and 26 South,—Range 31 East.

The unit will be comprised of 2560
Feéeral acres and 960}State acres, being a totél 6f 3520 acres
The scale of my exhibit is 1 to 2000 feet, 1 inch équal 2000
feet.

Q Okay, and what is the approximate depth
of the proposed test?

A The proposed test will have an apperi—
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mate depth of 15,875 feet.

0 Okay, have there been any changes in the
unit boundary since it was filed with the USGS and the State?

A No, there have not.

0 Okay. Would you next turn to Exhibit
Two, which is a table illustrating the working interest owner-
ship in the proposed unit, and briefly explain this exhibit
to the Examiner?‘

A Yes. This Exhibit Two is also captioned
Big Siﬁks‘Unit Agreement, Townships 25 and 26 South, Range
31 Eaét, Eddy County, New Mexico. The far lefthand column
shows lessee of record. ~These are rather lengthy. The mid-
dle column shows a description of the land. The third column
from the left is the total acres contributed by the parfy
and the percentage of the unit.

Do you want these further clarified, Mr.

Commi.ssioner?
"MR. STAMETS: No, I believe the exhibit -
speaks for itself.

A! . Okay .

%

0 Would you next turn to Exhibit Three,
which is a letter from the USGS? Does this letter grant

conditional approval for the proposed unit?

a .Yes, it does.
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6
0. What is the date of the lettex?
A July ‘14, 1981.
0. | All rig‘1‘1t', would you next turn to Exhibit

Four, which I believe is the letter received from the Commis-j

sioner of Public Lands of the State of New Mexico?

A Yes, sir.
") What is the date of this letter? °
" A This letter is July -- aatéd’July 15,
1981.
0. Does this letter grant conditional ap-

proval to the unit provided certain changes to the unit agree-

ment are made?
A. Yes, it does.

0. Will the changes listed therein be in-

corporated into the unit agreement?

A Yes, all will be incorporated.

Q And all these changgs are acceptable to
Amocéz?

A, ‘ Yes, they are.

0 Okay. Would you next turn to Exhibit

Five, which I believe is a copy of the unit agreement filed
with State and Federal agencies. Are you familiar with this

form of agreement?

A Yes, I am.
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0. Have any changes to this agreement been
requested since its filing with the USGS and the State?

A Yes. The USGS has requested all refer-
ences to oil and gas supervisors be amended to oil and gas
deputies.

These changes will be incorporated@ into
the final copy.
¢} Okay, as well as the State changes listed
in the Exhibit Four?

A, That is correct.

0. Okay. There is attached as Exhibit B to
this agfeément<§ listing of the various interest owneréhips
and there are séme overriding royalties within this unit.
Héve you made any efforts to contact these people?

s

A At this time, no. .
0 Okay. Do you have any leases nearing
expiration dates in the unit? |
| A Yes, we do. We have State Lease No. L-
6527 MTA Qhere Mesa Petroleum is the lessee of record. This
covers the full of Section 6 offsetting the well location
of the Amoco Fedéral "AP" Com No. 1.

0. So it is itncumbent upon us to receive

final approvals from the appgxniauaregulatory bodies before

September lst, 1981?
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2 A That is correct.

3 MR. APPELT: Mr. Examiner, that's all

4 the questions we have of this witness. |

5 MR. STAMETS: Any<guestions of the wit-

6 ness? He may be excused.

7 MR. APPELT: Call our next witness, Mr.

8 Allen Oertel. >

9 ~

10 ALLEN O. OERTEL

11 being called as a witness and being duly sworn upon his oath,
12 testified-as follows, to-wit:

13

14 DIRECT EXAMINATION

15 BY MR. APPELT;

16 0. Mr. Oertel, you'll be asked to testify
17 as to a certain exhibit. Was this exhibit either prepared by
18 you or under your supervisiOn'and directioh?

19 A Yes, it was;

20 0. Okay, would you please turn to this

21 Exhibit Six and explain it to the Examiner?

22 A. ‘ In the lower righthand cornef 1'd like
23 | you to refer to the legend and the colored dots. These

24 colored dots refer to the maps;on the lefthand side of the
25 map a yellow dot indicates Wolfcamp proauction;Ja.greeg'dot

[
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indicates production for the Atoka; a red dot, Morrow pro~
duction; and a blue dot, Devonian production. Where dots are
split in half this refers to wells that have produced from
the representative horizons.

| Immediately above the legend -~ ch,
excuse me. The scale of the map is that one inch equals 2000
feet.

Imnediately to the -- above the legend
is é regional geologic map. It shows that the proposed ex-
ploratory unit is in the northern portion of the Delaware
Basin and is indicated by a small black square underneath the
orange arrow. |

Immediately above that is a represepta—
tive stratigraphic column of the eastern New Mexico -- south-
eastern New Mexico area. Adjacent to the column on the
righthand side are potential reserVoirs from which we may
expect production.

The reservoirs that we may expect oil
production from include the Lamar, Bell Canyon, and Cherry
Canyon members of the Delaware Mouﬁfain group and the third
Bone Spring sand, and we may ‘expect gas production from the

Wolfcamp. All‘the above mentioned are Permian in age, and

_in addition we may expect gas production from the Pennsyl-

vanian, Strawn, Atoka, and Morrow units.
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two-thirds of the way down and colored in yellow. ?rom this

sited during the transgression of the sea during Middle Morrow

10
To the left of the stratigraphic column
is a type log, representative section of the area. This log
is from the Texaco No. 65 Cotton Draw ﬁnit, located in Sectioq
2, Township 25 South, Range 31 East. This well produced
approximately 1.5 Bcf of gas from the Wolfcamp carbonate,
shown in blue about a third of the way down on the log.
After it produced this that zone was abandoned and then they

completed in the Middle Morrow Sand, which is located about

zone they have cumed so far in excess of 31 Becf of gas.
This yellow sand, which is colored up
on the type log, was Isopached on the map which is in the

upper lefthand corner of the exhibit. What we have here is

a series of northeast to southwest trending sand bars depo-

time. The two northernmost sand bodies have been explored'
and we are trying to play a third body which has been rela-

tively untested, located to the south of the two explored

ones.

The sand thickness itself is insufficient
to account for production and structure is necessary to make
the sand productive. If you refer to the map immediately

below the sand Isopach, this is a structure contour map on

top of the Middle Morrow Sangd, which is the unit which is
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the unit which is Isopached, and we have a plunging anticline
or structural nose that plunges away to the south that has
been mapped, and where these sands that I mentioned earlier

are draped across the structural nose is where we anticipate

production.

The unit outline is based on two para-
meters. One, it would include all half sections where there
is greater than 40 feet Middle Morrow Sand, and where it would
penetrate the Middle Morrow Sand at a structural elevation

greater than -11,300 feet.

0. Is that all you have concerning this
exhibit?

A Yes.

Q. Do you believe that almost all, if not

all, of the proposed unit area will be productive?
A -Yes.

MR.'AEPELT: Mr, Examiner, we have no
further questions.

MR.‘STAMETS: Are there any Questions
of the witness? He may be excused. |

| Anything further in this case?
MR. APPELT: Mr. Examiner, we offer

Exhibits One thrbugh Six and accompanying téstimony at this

time.

b
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MR. STAMETS: These exhibits will be

admitted.

If there is nothing further, the case

will be taken under advisement.

(Hearing concluded.)
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CERTIFICATE

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

tion Division was reported by me; that the said transcript

by me to the best of my ability.

://_m&.\ Lo «%ou‘é CSe

I do hereby certify that the foregoing is
a complele record of the proceedings In
the Examiner hearing of Case No.

hegrdbymeon__ & 7-2% 19 3/ .

V fﬁ, Examiner

Oll Conservation Division

is a full, true, and correct record of the hearing, prepared!
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
01L CONSERVATION DIVISION

JIN THE MATTER COF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 7311
Order No. R-87%54

' APPLICATION OF AMOCO PRODUCTION
COMPANY FOR APPROVAL OF THE BIG
" SINKS UNIT AGREEMENT, EDDY

' COUNTY, NEW MEXICO,

I . ORDER OF THE DIVISION .

?Bv THE DIVISION:

¥ This cause came on for hearing al 9 a.m, on July 29, 1981,
wat Santa Fe, New Mexico, before Examiner Richard L. Stamets.

3 |
i NOW, on this '°" day of August, 1981, the Division

i Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the

premisges,

FINDS:

(1) That due pudblic¢ notice having been given as required
iby law, the Division has jurisdiction of this cause and the

i: subject matter therseof.

i
¢

(2) That the applicent, Amoco Production Company, seeks

iapproval of the Big Sinks Unit Agreement covering 3,520.0
iacres, more or less, of State and Federal lands deseribed as

ffollowaz

:; EDDY COUNTY, NEW MEXICO

§§ YOWNSHIP 25 SOUTH, RANGE 31 E£AST, NMPM
i Saction 23: S/2

Section 252 S/2

Section 26: All

Saction 27s E/2

Section 34: E/2

Sections 35 and 36: All

TOWNSHIP 26 SOUTH, RANGE 31 EAST, NMPM
Section 23 N2 -

N

H
i
i
i
H
{
i
i
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Lase No. 7311
“Order No. R-6754

; {3) That all plans of development and operation and crea=-
tiaons, expansions, or contractions of participating areas or

. oxpansions or contractions of the unit area, should be submittsd

‘tao the Director of the

(4) That approval
“promote the prevention
tive rights within thes

Division for spprovel.

of the proposed unit agreement should
of waste and the protection of correla-~

unit erea.

IT IS THEREFORE ORDERED:

(1) That the Big Sinks Unit Agreement is hereby approved.

: (2) That the plan contained in said unit agreement for the
deveiopment and operation of the unit area is hereby approved

“ir principle as a proper conservation measure; provided, however,
’that notwithstanding any of the provisions contained in said unit

agreement, this aepproval shall not be considered as waiving or
i relinquishing, in any manner, any right, duty, or obligation
iwhich is now, or may hersafter be, vested in the Division to

:aupervise and control operations for the exploration and develop-
‘iment of any lands committnd to the unit and production of oil or

-"gaa therefrom.

ﬁ (3) That the unit operator shall fils with the Divieion an
. executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the

j i savent of subsaquent joinder by any party or expansion or con>

x traction of the unit area, the unit operator shall file with
* the Division within 30 days thersafter counterparts of the
:unit agreement reflecting the subscription of those interests

;; having joined or ratified.

55 (4) That all plans of development and operation, all unit

prarticipating areas and expansions and contractions thereaof, and

! all expansions or contractions of the unit arsa, shall be
i aubmitted to the Director of the 011 Consevrvation Division for

"I approval.

t
fi (5) That this order shall became effectivs upon the approval

%;oF said unit agreement by the Commissioner of Public Lands for
.it the State of New Maxico and the Director of the United States
{ Geological Survey; that this order shall terminate ipso facto

" of guch termination.

!

i

?iupon the termination of said unit agreementj and that the last
 unit operator shall notify the Division 1mmediately in uriting

I v Ve S b e

i
>
¢
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¥
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Case No., 7311
Ordsr No. R~6754

(6) That jurisdiction of this csuse is retained for tho

ientry of such furthor orders as the Division may deem necessaary.

DONE at Santa Fae, New Mexico, on the day and yesr herein-

- above doesignatad.

TATE OF NEY MEXICO
L CONSERVAT DIVISION
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.

SANTA FE, NEW MEXICO

29 July 1981

EXAMINER HEARING

D I G T T A T S TR G T T SN G W CUD G N T S Amp CA) AGP MED G Sw W R P G S M SNS S M e WD R A Puy

IN THE MATTER OF:

Application of AmocolProduction
Company for a unit agreement, EdQy CASE
County, New Mexico. 7311

BEFORE: Richard I, Stamets
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MR, STAMETDRS:  We'll call next Case 7311,

MR, PADILLA: Application of Amoco Pro-
duction Company for a unit acreement, Eddy County, New Mexico.

MR.\APPELT: James Appelt for Amoco
Production Company. We're ready.

Mr, Examiner, we'll have t@o witnesses,
Mr. Oertel and Mr, Chris Raper. ‘Do they need to be sworn in
again?k “

MR, STAMETS: Let the record reflect
that these two witnesses have previously bheen swornnand

qualified, and they stil) are for purposes of this case.

MR. APPELT: Okay. My name is James

Appelt, representing Amoco Production Company in conjunction

and I believe there's a letter in

with Atwood and Malone,

I have those two witnesses, who

yvour file for this hearing.
were referred to.
We have to propose for your considera-~
tion an exploratory oil and gas unit in.Eddy County,.located
in the northern portion of the Delaware Basin. The unit

area as proposed contains 3520 acres and consists 6f both
State and Federal leases. Formation of this unit w111 per~
mit us to drill a deep and expensive tesﬁ well, which Qe hope
will be productive in the Morrow formation.

We call our first witness, Mr. Raper.




1 4

2 CHRIS I,. RAPER

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

4 testified as follows, to-wit:

5

6 DIRECT EXAMINATION '

7 BY MR. APPELT:

8 Q Mr, ‘Raper, you'll be asked to testify
9 as to several exhibits. Were these exhibits either prepared

10 by you or under your supervigsion and direction?

11 A That is correct.

12 Q Okay. Will you please turn to Exhibit

T 13 One, which is a plat of the proposed unit, and explain this

14 to the Examiner?

15 A. Yes. This Exhibit One is captioned
16 Big Sinks Unit agreement. It's in Eddy County, New Mexico.
17 It encompasses approximately 3520 acres, being in Townships

18 | 25 and 26 South, Range 31 East.

19 Nhe unit will be comprised of 2560

20 Federal acres and 960 State acres, being a total of 3520 acresg

21 The scale of my exhibit is 1 to 20C0 feet, 1 inch equal 2000

22 feet.

23 0 Okay, and what is the approximate depth

24 of the proposed test?

~ 25 A The proposed test will have an approxi-
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mate depth of 15,875 feet,

o Okay, have there been any changes in the
unit houndary since it was filed with the USGS and the State?

A Ho, there have not.

0. Okay. Would you next turn to Exhibit
Two, which is & table illustrating the working interest owner-
ship in the proposed unit, and briefly explain this exhibit
to the Examiner?

I, Yes. This Exhibit Two is also captioned
Big Sinks Unit Agreement, Townships 25 and 26 South, Range
31 East, Eddy County, New Mexico. The far lefthand column
shows. lessee of record. These are rather lengthy. The mid-
dle column shows a description of the land. The third column
from the left is the total acres contributed by the party

and the percentage of the unit.

Do you want these further clarified, Mr.

X

Commissioner?
MR, STAMETS: WNo, I believe the exhibit
speaks for itself,
A Okay.
0 Would you next turn to Exhibit Three,
which is a letter from the USGS? Does this letter grant
conditional approval for the proposed unit?

A ‘ Yes, it does.

¥

ey
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What is the date of the lettex?
A, July 1.4, 19381,
0. A1l richt, would yvou next turn to Exhibit
Four, which I helieve is the letter roceived from the Commis-

sioner of Public Lands of +he State of New Mexico?

A Yes, sir.

0. ‘ What is the date of this letter?

A This letter is July -- dated July 15,
1981,

o Does this letter grant conditional ap-

proval to the unit provided certain changes to the unit agree-

ment are made?
A Yes, it does.

0. Will the changes listed therein be in-

corporated into the unit agreement?

A Yes, all will be incorporated.

0 And all these changes are acceptable to
Amoco?

A Yes, they are.

0 Okay. Would you ne:xt turn to-ExhiBit

Five, which I believe is a copy of the unit agreement filed

with state and Federal agencies., Are you familiar with this

form of agreement?

A Yes, I am.
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0. Have any changes to this agreement been
requested since ltsg filing with the USGS and the State?

A, Yes, ‘Thae USCS has requested all refer-
ences to o0il and gas supervisors be anonded to oil and gas
deputies.

These changes will be incorporated into
the fingl copyY.

o Okay, as well as the State changes listed
in the Exhibit Four? |

A, That is correct.

Q Okay. There is attached as Exhibit B to
this agreement a listing of the various interest ovnerships
and there are some overriding royalties within th%s unit,
Have you made any efforts to contact these people?

A At this time, no.

Q Okay. Do you have any leases nearing -
expiration dates in the unit? |

A Yes, we do. We have State Lease No., L-
6527 MTA where Mesa’ Petroleum is the lessee of recoré. This
covers the full of Sectiop 6 offsetting the well location ’
of the Amoco Federal "AP" Com No. 1.

| Q So it is incumbent upon us to recelve

final approvals from the appropriate regulatory bodies before

September lst, 1981?

Y
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A That is correct,
MR, APPELT: Mr, Examiner, that's all
the questions we have of this witness,
MR, STAMP'TS: Ahny questilions of the wit-
.noss? He may be excused.

MR, APPELT: Call ouvr next witness, Mr.

_Allen Oertel.

2ALLEN O. OERTEL
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR, APPELT: ‘

0 ¥r. Oertel, you;ll be asked to testify
as to a certain exhibit. Was this exhibit eifher’prepared by
you or under your supervision and direction?

A Yes, it was,

Q Okay, would you please turn to this
Exhibit Six and explain it to the Examiner?

A In the lower righthand corner I'd 1like
you to refer to the 1égénd and the colored dots., These
colored dots refer to the maps;on the lefthand side of the

map a yellow dot indicates Wolfcamp production; a green dot
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indicates production for the Atoka; a red dot, Morrow pros-
duction:; and a blue det, Devonian production. VWhere dots are
split in half this refers to wells that have produced from
the representative horizons.

Immediately above the legend -~ oh,
excuse me., The scale of the map 1s that one inch equals 2000
feet.

Immediatel& to the -- above the legend
is a regional geologic map. It shows that the proposed ex-
ploratory unit is in the norxrthern portion éf théjDelawaré
Basin and is indicated by a small black square underneath the
orahge arrov.

Inmediately above that is a representa-
tive stratigraphic column of the eaSterﬁ New Mexico -- southj
eastern New Mexico area. Adjacent to éhe column on the
righthand side are potential reservoirs from which we may
expect production.

The reservolrs that we may expect oil
production from include the Lamaxr, Bell Canyon, and Cherry
Canyon members ofvthe Delaware Mountain group and the third
Bone Spring sand, and we may expect gas production from the

Wolfcamp. All the above mentioned are Permian in age, and

in addition we may expect gas production from the Pennsyl-

vanian, Strawn, Atoka, and Morrow units.

-
o
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_completed in the Middle Morrow Sand, which is located about

and we are trying to play a third body which has been rela-

‘the sand productivé. If you refer to the map immediateiy

Jo
Te the lefi of the stratigraphic column
is a type log, representative section of the area. This log
is from the Texaco No, 65 Cotton Draw uhit, located in Scction
2, Township 25 South, Rance 31 Fast. This vell produced
approximately 1.5 Bef of gas from the Wolfcamp carbonate,
snhown in blue about a third of the way down on the log.

After it produced thic that zone was abandoned and then they

two~thirds of the way down and colored in yellow. From this
zone they have cumed s¢ far in excess of 31 Bcf of gas.

| A " This yelléw sand, which is colored up
on the type log, was Isopached on the map which is in the
upper lefthand corner of the exhibit. What we have here is
a series of northeast to southwest trending sand bars depo-
sited during the transgression of the sea during Middle Morrow

time. The two northernmost sand bodies have been explored

tively untested, located to the south of the two explored

ones.

The sand thickness itself is insufficient

to account for production and structure is necessary to make

below the sand Isopach, this is a structure contour map on

top of the Middle Morrow Sand, which is the unit which is

V)
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2 the unit which is Isopached, and we have a b!.unging anticline
3 or structural noge that plunges avay to the south that has

4 been mapped, and where these sands that T mentioned earlier

5 are draped across the structural nose is where we anticipate

6 production.

7 The unit outline is based on two para-

8 metexs. One; it would inclucde all half sections where there

9 is greater than 40 feetk Middle Morrow Sand, and where it woulq
10 } penetrate the Middle Morrow Sand at a structural elevation

11 greater than -11,300 feet.
12 0 Is that all you have concerning this
13 exhibit?

14 A Yes.

15 0 Do you believe that almost all, 1f not

16 all, of the proposed uvnit area will be productive?
17 A Yes.

18 MR, APPELT: Mr. Examiner, we have no

19 further questions,.

20 MR. STAMETS: Are there any questions
21 | of the witness? He may be excused.

22 Anything further in this case?

23 : MR, APPELT: Mr. Examiher, we offer

24 Exhibits One through Six and accompanying testimony at this

25 time.
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MR, OTAMETS:  These exhibits will be

admitted.

Tf theye is nothing further, the case

will be taken undey adviscmant.

(learing concluded.)
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CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HEREPY CERTIFY that
the foregoing Transcript of Hearing before the 0il Consexrva-
tion Division was reported by me; that the said transcript

is a full, true, and correct record of the hearing, prepared

by me to the best of my ability.

| do hyereby certify that the foregoing is
a coniplefe record of the proceedings In ' '

the Examiner hearing of Case No ’. 1
heard by me on :

R

Exdmlner
. . ’
Qil Conservation Division : !




| BEFORE EXAMINER STAMETS
OIL CONSERVATION DIVISION
EXHIBIT NO. .
CASE NO. 231!
Submitted by -4 Roper

Hearmg Date .7-2%-8/

BIG SINKS UNIT AGREEMENT
| Eddy County, New Mexlco

.....
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BIG SINKS UNIT |
T-25-S, R-31-E and T-26-S; R-31-F, N.M.P.M,
EDDY COUNTY, NEW MEXICO

Lessee of Record Description of Land Total Acres Z Unit

Amoco Production Company T-25-S, R-31-E
Section 23: §/2
Section 26: N/2
Section 27: NE/4 _ ,
Section 35: S/2 NE/4 NE/4 820 23.2955

Yates Petroleum Corporation T-25-S, R-31-E
Section 35: -Al1, Save and Except NE/4 NE/4

T-26~-S, R-31-E

Section 2: N/2 920 26.1364
MTA Limited Partnership T-26-S, R-31-E
Section 36: ATl 640 18.1818
M. J. Harvey, Jr. T-25-S, R-31-F
) Section 25: S/2
Section 26: SE/4
| Section 35: N/2 NE/4 NE/4 500 . 14.2045
Gulf 011 Corporation T-25-S, R-31-E
Section 26: SW/4
Section 27: SE/4 . ‘ 320 9.0909
Tom R, Cone | T-25-S, R-31-E
) " Section 34: E/2 | 320 - _9.0909
3,520 100.0000%
CR/mlm — T
LR834/C2 BEFORE EXAMINER STAMETS

OIL CONSERVATION DIVISION
Awpco  EXHIBIT NO. 2
CASE NO. 221

Submitted by ~Gobo Kaper

Hearing Date

7-29-8/




United States Department of the Interlor

GEOLOGICAL SURVEY

South Central Region
P. 0., Box 26124
Albuguerque, New Mexico 87125

)

' : Amoco Production Company
: Attn: J. E. Harrison
P. 0. Box 3092
Houston, Texas 77001 ~

Gentlemen:

Your application of July 6, 1981, filed with the Deputy Conservation
Manager, 0il and Gas, requests the designation of the Big Sinks unit
area, embracing 3,520.00 acres, more or less, Eddy County, New Mexico,
as Iogically subject to exploration and development under the unitiza-
tion prOV|510ns of the Mineral lea5|ng Act as amended.

Pursuant to unit plan regulatlons 30 CFR 226, the land requested as
outlined on your plat marked "Exhibit 'A' Big Sinks Unit, Eddy County,
New Mexico'' is hereby designated as a logical unit area.

The unit agreement submitted for the area deS|gna£ed should provide for
a well to test the Morrow formation, or to a depth of 16,000 feet. Your
proposed use of ‘the Form of Agreement for Unproved Areas will be accept-
ed with the modifications requested in your application.

If conditions are such that further modification of said standard form
is deemed necessary, three copies of the proposed modifications with
appropriate justification must be submitted to this office through? the
Deputy Conservation Manager, 0il and Gas, for preliminary approval.

In the absence of any other type of land requiring $pecial provisions or
of any objections not now apparent, a duly executed agreement identical
with said form, modified as outlined above, will be approved if submit-
ted in approvable status wnfhln a reasonable period of time. However,
notice is ‘hereby given that the right is. reserved to deny approval of
any executed agreement submitted which, in our opinion, does not have
the full commitment of sufficient lands to afford effective control of
operations in the unit area.

SR
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e o SEFORE EXAMINER STAMETS
E OIL CONSERVATION DIVISION

Humoce. EXHIBIT NO. o
CASE NO. 1310

Submitted by &4 Reger
Hearing Date —Z2=2-% ‘
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When the executed agreement Is transmitted to the Deputy Conservation
Manager, 0il1 and Gas, Albuquerque, New Mexlco, for approval, include the
latest status of all acreage. In preparation of Exhibits “A" and ''B",
follow closely the format of the sample exhibits attached to the 1968
reprint of the aforementicned form.

Inasmuch as this unit agreement involves State land, we are sending a
copy of the letter to the Commissioner of Public Lands. Please contact
the State of New Mexico before soliciting joinders regardless of prior
contacts or clearances from the State.

Sincerely yours,

/ézvﬂames W. Sutherland

Conservation Manager
For the Director

cc: v
Commissioner of Public Lands




Commissioner of Riblic Lands

ALEX J, ARMIJO ) P. O, BOX i48
COMMISSIONER July 15, 1981 SANTA FE, NEW MEXICO 8750

Amoco Production Company
P. 0. Box 3092
Houston, Texas 77001

Re: Proposed Big Sinks Unit
Eddy County, New Mexico

ATTENTION: Mr. Charles E. D. Robinson

Gentlemen:

We have reviewed the instruments you left with us regardmg the
captioned unit.

The following are some of the corrections that need be made before
we grant approval as to form and content.

1. Well name must be changed to "Big Sinks Unit Well No. 1" if this
is the exploratory well in the unit, -

2. Page 20, under (c) 1lth line, "discovered are being p_ro’duc'ed as
to State lands and can be produced as to Federal lands as aforesa1d
or" (This also appears on 4th and 5th 11nes under (c),

3. Exhibit "B" should read—~ Tract 1, Sec 27: NE/4 instead of SE/4.
4, Tract 6, Sec 36, should read 25S~31E instead of 26S-31E.
S5.-Tract 7 the State lease should be LG-690 instead of LG-630,

6. Tract 6, lessee of Record should be MTS Linited Partnershlp
instead of Mesa.

s

DAL wnN R

S

When we receive these correctzons, we w111 then consider our approval
as.to form and' content.

Very truly yours,

SEFORE EXAMINER STAMETS

3 ALEX J. ARMIJO

| OlL coNsEiz\/lg':’.:’Q:oDIVlSION COMMISSTONER OF 9%
4 : Amog . .-/f—-—- S 2

4 : 73 . AN ”‘ﬁ

;? ‘ CASE NO. RAY D. CGRAYAM, Director

’;‘*’% s_meittedtby CiL' ec 0il.and Gas Division

Moniy

: ‘ 4. AC 505-827-2748
| wpesting Date _Z-27-8/ | |
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CERTIFICATION DETERMINATION

Pursuant to the authority vested in the Secretary of the Interior,
the act approved February, 1920, 41 Stat. 437, as amended, 30 U.S.C.
secs. 181, et seq., and delegated to the 0i1 and Gas Supervisors of the
Geological Survey, I do hereby: ‘

A. Approve the attached agreement for the development and

operation of the Big Sinks

Unit Area, State of ~ New Mexico

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

€. Certify and determine that the drilling, producing, rental,
minimum rpyalty,Aand royalty requirements of all Federal leases

committed to said agreement are hereby established, altered, changéd[

or revoked to conform with the terms and conditions of this agreement.

Deputy'ConservatiOn Manager, 011 and Gas
United State Geological Survey

Dated

Contract Number

BEFORE EXAMINER STAMETS
IL CONSERVATION DIVISION
e EXHIBIT NO. S
'CASE NO. 234
Submitted by _C.&
Hearing Date ..2=29-%!

CR/dq
LR601/G




. UNIT AGREEMENT
BIG SINKS UNIT AREA
EDDY COUNTY, NEW MEXICO
TABLE OF CONTENTS
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
BIG SINKS UNIT AREA
COUNTY OF EDDY
SYATE OF NEW MEXICO

NO.

-~

THIS AGREEMENT entered into as of the 1lst"day of July,>1981 by and
between the parties subscribing, ratifying or consenting hereto, and

herein referred to as the "parties hereto".
> » WITNESSETH:

WHEREAS, the partfee hefeto are the owners of working, royalty, or
other of1 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. 181 et seq., authorizes Federal lessees and
their representatives to unite with each other, or jointly or separately
witﬁ others, in collectively adopiing and operating a cooperatiﬁe or
unit plan of development or operations of any oil or gas pool,.field, or
1ike area, or any paft thereof for the purpose of more properly conserv-
ing 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 fhe Legis]atute (Secs. 19-10-45, 46,
47 N.M. Statutes 1978 Apnetated) to consent to or approve this agreement
”on behalf of tihe State of New Mexico, insofar as it covers and includes"
lands andimfneral interests of the State of New Mexico; and

WHEREAS, the 011 Conservation Division of the Energy and Minerals
Depaftment of the State of New ﬁexicoeis au;horized’by an Act of the
Legislature (Article 3, Chapters 70Aaﬁd 71, 1978 Statutes) tc approve
" this agreement and the conservaﬁfdn'provjsidns”hefedf; and

WHEREAS, the parties hereto hold sufficient interests in the Big

'Sinks Unit Area covering the land hereinafter described to give reason-

~ ably effective control of operations therein; and

A I bt o s i,
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WHEREAS, it is the purpose of the parties hereto to conserve natural

1
2 resources, prevent waste, and secure other benefits obtainable through
3 development and operation of the area subject to this agreement under
4 the terms, conditions and limitations herein set forth;
5 NOW, THEREFORE in consideration of the premises and the promises
6 herein containeﬂ the parties hereto commit to this agreemen: e{r .
7 respective interests in the below-defined unit area, and agree severally
8 among themselves as follows: _
9 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
10 February 25, 1920, as amended, supra, and all valid pertinent regulations,
; ? 11 including operating and unit plan regulations, heretofofe issued thereunder
; g 12  or valid, pertinent and reasonable regulations hereafter issued thereunder
g 5 13 are accepted and mad; a part of this agreement as to Federal lands,
f' é 14 provfded such regulatfons are not inconsistent with the terms of this
g 15 | agreement; and as to non-Federal lands, the oil and gas operating regu-
~§ 16 lations in effect as of the effective date hereof governing drilling and
g_ 1? producing operations, not inconsistent with the terms hereof or the laws .
§ ' 18 of the State of which the non-Fede}a1 land is located, are hereby accepted |
% 19 and made a part of this agreement. T4
g 20 2. UNIT AREA. The area specified on the map attached hereto
g 21 marked Exhibit "A" is hereby designated and recognized as constituting
5 § 22 the unit area, containing 3,520.00 acres, more or less.
é 23 Exhibit "A" shows, in addition to the boundary of the unit area,
§ 24  the boundaries and igentity of tracts and leases in said area to the
§ 25 extent known to the Unit Operatof. Exhibit "B" attached hereto.is a
g 26  schedule show1ng to the extent khown to the Unit Operator the acreage,
§ 27 percentage, and klnd of ownership of oil and gas interests in all land
| % RN 28  in the unit area. However, nothing herein or in said schedule or map
1 é 29 . shall be cgnstrued a§ a representation by ény party heréto as to the
§ 30 ownership of any interest other than such interest or interests as are
§ 31 /shown in said map)ér schedule as owned by suEh'party. Exhibits “A" and
g 32 "B" shall be revfsedrby the Unit Operator whenever changes in the uhit
§ 33 afea;rendef such revision necessary, or when reQuested‘by'the Oilhand
% 34 Gas Supervisor, hereinafter refer}ed to as "Supervisor", or when fequested

: 35 by the Commissioner-of Public Lands of the State of New Mexico, hereinafter

-
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referred to as "Commissioner", and not less than five copies of the
revised exhibits shall be filed with the Supervicor, and two copies
thereof shall be filed with the Commissfoner, and one copy with the 0f1
Conservation Division of the Energy and aner&ls Department of the State
of New Mexico, hereinafter referred to as "Divisfon".

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 preliminary
concurrence by the Director and the Commissioner, shall prepare a
notice of proposed expansion or contraction describihg the cdntem-‘:
plated changes in the boundaries of the unit aféh, the reasons
therefore, and the proposed effective date thereof, preferably the
first déy of a month subsequent to the date of notice.

b) Said notice shall be delivered to the Supervisor, the
Commissioner and the Division and copies thereof mailed to the last
known address of each working fntebgst owner, lessee, and lessor
whose interests are affected, advising that 30 days will be allowed
for submission to the Unit Ogerator of any objections.

c) Upon expiration othhe 30-day period provided in the
preceding item (b) hereof, Unit Operator sha11 file with the
Supervisor, the Commissioner and the Division evidence of mailing
of the notice of’ékpénsioﬁ or contraction and a copy of any objec-
tions thereto which have béen Tiled with the Unit Operator, together '

' gith an application in sufficient number, for approvai'Sfﬁsuch ‘
expansion or contraction and with appropriate jbinders. .

d) After due consideration of ali pertinent information, the
expanSfon or contractibn shall, upon approval by the Supervisor,
the Cohmissioner and the Divfsion, become effective as of the date

prescribéd in the notice thereof.
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1 e) A)] legal subdivisions of lands {(1.e., 40 acres by
2 Government survey or fts nearest Jot oy tract equivalent; in
3 instances of irregular surveys unusually 1érge lots or tracts shall
4 be considered in multiples of 40 acres or the nearest aliquot
5 equivalent thereof), no parts of which are entitled to be in a
6 paticipating area on or before the fifth anniversary of the
7 effective date of the first fnitial participating area established
: 8 under this unit agreement, shall be eliminated automatically from
é 9 this agreement, effective as of said fifth anniversary, and such
f 10 lands shall no longer be a part of the unit area and shall no
; 11 longer be subject to this agreement, unless diligent drij]ing
% 12 operations are in progress on unitized lands not entitled to
: 13 participation on said fifth anniversary, in which event all such
14 lands shall remain subject hereto so Jong as such drilling opera-
; 15 tions are continued diligently with not more than 90 days' time
: 16 elapsing between the completion of one well and the commencement of
5 17 the next well. All legal subdivisions of 1ands not entitled to be
18 in a participating area within IO years after the effective date of
: 19 the first initial participating area approved under this government -
§ £0 shall be automaticé]?y eliminated from this agreement as of said
§ 21 ~ tenth anniversary. A1l lands proved productive by‘di1igent drilling
§ 22 operations after tbe*aforeséid 5-year period shall betbme partici- -
g 23 pating in the same‘manner as during said 5-year period. However,
% 24 | when such diligent drilling operations cease, all nonparticipating
? 25 ' lands shall be qutomatica1]yleliminated effective as of the 91st
: 26 day‘thereafter. The Unit Operator shall, within 90 days after the
27 effective date of any elimination hereunder, describe the area so
28 eTiminéted to the satisfaction of the Supervisor and the Commissioner,
29 and promptly notify all pérties in interest. |
% 30 If condithns warrant'exfention of the lb-yéareperiod specified in
% 31 this subsection 2(e), a single eitention of not to exceed 2 years may be
% ' 32 accomplished by consent of the owners of 90% of the working interests in
33 the current nonpa§ticipatihg:Unitiiéd)iands and the owners of_GO%’of the

34 basic royalty interests (exclusive of the basic royalty interests of the

35 United States)—in nonparticipating unitized lands with approvaifofvthe
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Director and Commissioner, provided such extensfon appTicatibn is submitied

to the Director and Coemmicsioner not later than 60 days prior to the

. expiration of said'ten-year peridd.

Any expansion of the unit area pursuant to this section which
embraces lands theretofore eliminated pursuant to this subsection 2(c)

shall not be consiCered automatic commitment or,recommitment of such

lands.

3. UNITIZED LANDS AND UNITIZED SUBSTANCES. A1l lands committed
to this agreement shall constitute land feferred to herein as "Onitized
land" or "land subject to this agreement". A1l oi) and gas in any and
all formatiqns of the unitized land are unitized under the terms of thi57 .
agreement and herein are called "unitized substances”.

4.  UNIT OPERATOR. AMOCO PRODUCTION COMPANY is hereby designated

as Unit Operator and by signature hereto as Unit Operator agrees and
consents to accept the duties and obligatioris of Unit Operator for the

discovery, devé1opment and production of unitized substances as herein

Uprovided. 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 "Qorking interest
owner" when used herein shall include or refer to Unit Operator és the
owner of a working interest Qhen such an interest is owned by it.

5.  RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator-shall
ﬁave the right to resign at any time prior to the establishment of a
participating area or areas hereundef; but such resignation shall not
betome effective so as to release Unit Operator from the duties and
obligations of Unit Operator and terminate Unit Operator's rights as
such for a period of 6 months after notice of intention to resign has

been served by Unit Operator on all working interest owners and the

Supervisor, the Commissioner and the Division, and untii ali wells then

drilled hereunder are placed in a satisfactory condition for suspension
or abaqdonmént whichever is required by the Supervisor as to Federal
lands ahd by the commissioner as to State lands, unless a new Unit

Operator shallihave'been selected and approved and shall have taken over

~ and assumed the duties and obligations of Unit Operator ﬁ%iqr»?o the

expiration of said period.
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Unit Operator shall have the right to resign in 1ike manner and
subject to sz:T?%ﬁ{;;fions as ahove provided at ary time a participating
area established ﬁefeynder is in existence, but, in all instances of
resignatioh bb rémdvaﬁ,.hnt11 a successor Unit Opérator fs 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 re]gase 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 performance
of its duties or obligations hereunder,” be subject to removal by the
same percentage vote of the owners of working interests as hereinApro-
vided for the selection of a new Unit Operator. Such removal shall be
effective upon notice thereof to the Supervisor and the Commissioner.

The vesignation or removal of Unit Operator under this agreement

shall not terminate its right, title or interest as the owner of a
working interest or other interest in unitized substances, but upon the
resignation or removal of Unit Operator becoming:effective, such Unit
Operator shall deliver possession of all wells, equipment, materials and '
appurtenances used in cdnducting the unit operéiions to the new dh?y
qualified successor Unit Operator or to the common agent, if no such new
Unit Operator is elected, to be used for the purbOSe of conducting unit
operations hereunder. thhing herein’ shall be construed as authorizing
removal of any material, equipment and aﬁpurtenancesfneeded for the
preservation of -any wells. J

6.  SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
tender his or its resignation as Unit Opérator'br shall be‘removed as
hereinabbye proJ%ded, or a change of Unit Opérator is négotiated by g
working interest ownefs. the owners of the yorkiﬂg'interésts in the
participating area or areas accofdihgitb Eh;if respective acreage inter-
ests in such participating area or é}eas,ror, until a participating area

shall have been established, the owners of the working interests according -




1 to their respective acreage interests in all unitized lénd, shall by
2 majority vote select u 5o .:3tic Unit Operator: Provided, That, 17 a
3 majority but less than 75 percent of the working interests qualified to
4 vote are owned by one party -to this agreement, a concurring vote of one
5 or more additional working interest owners shall be réqUired to select a
: 6 new operator. Such selection shall not Decome effective until
f 7 a) . a Unit Operator so selected sha1!<accept in writing the
; 8 dutfes and responsigilities of Unit bperator, and '
f 9 b) the selection shall have been approved by the Supervisor
:5 10 and the Commissioner.
é 11 If not successor Unit Operator is selected and qualified as herein
f 12 »providéd, the Director and Commissioner at their election may declare
é 13  this unit agreement teéerminated. ;
é- 14 7.  ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the
% 15 Unit Operator is not the sole owner of working jnterest. costs and
% 16 expenses incurred by Unit Operator in conducting unit operations here-
: %; 17 under shall be paid and apportioned among and borne by the owners of
§i 18 working interests, all in accordance with the agreement or agreements
§ 19 entered into by and between the Unit Operator and the owné}s of working
g 20 interests, whether one or more, separately or collectively. Any agree- ;
- § 21 ment or agreements entered into between the working intérest owners and
- g 22 the Unit Operator as provided in this section, whether one or more, are
§ 23  herein referred to as the "unit operating agreement”. Such unit operat-
24 ing agreement shall also provide the manner in whiéh the working interest
§ 25 owners shall be entitled tp receive their respective proportionate and
‘g 26 allocated share of the benefits accruing hereto in conformityuwith their
g_, 27  underlying operating agreements, leases or other independent contracts,
; 26 and such gtherurights and obligations as between Unit Operator and ‘the
,§'— 29 working interest owners as maygbe agreed upon By Unit Qpehatqr and the
. t 30 working interest owners; however, no such u&itvopérating agreement shall
31 be deemed either to modify any ofAthe terms and conditiors of this unit.
3 32 agreement or to relieve the'Unit Operator of any right or obligation
: 33 éstgblished under this unit agreement, and in case of any 1ncpn$istency ,
§ 34 or;conf1¥ct between this unit agreement and the uh¥t‘qperatiﬁgkagr;ement;
'35 this unit agreement shall govern. Three ‘true copies of any unit operating

LRI e
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agreement executed pursuant to this section should be filed with the
Supervisar and two true copies wfth the Commissioner and one true copy
with the Division, prior to approval of this unit agreement.

8.  RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specifically provided herein, the exclusive right, priQi1ege, %ﬂﬂ duty

- of exercising any and all rights of the parties hereto which .  neces-

sary 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, privi]eges, and obligations of Unit Operator. Nothing
herein, however, shall be construed to tranéfer title to any land or to
ény lease or operating agreement, it being undersfood that under this
agreement the Unit Operator, in?it52capacity 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 adequat. test
well at a location approved by the Supervisor, if on Federal land, or by
the Commissioner if on State land, unless on such effective date a we!i
is being‘dﬁi)?ed conformably with the terms hereof, and thereafter
continue such drilling diligently until the Morrow formation has been
tested or until at a lesser depth unitized substances shall be discovered
which can be produced in paying quantities (to-wit: quantities sufficient
to repay the costs of drilling, completing, and producing operations,
with a reasonable profit) or the UnitVOperator shall at any time establish
‘to the sétisfddtion of the Supervi#or if located on Federal lands, or -
the Commissioner if located on State lands, that further drifiihg of
said well would be ﬁnwarranted or impracticable, provided, how;ver, that
Unit Operator shall not in any event be required to drill said well to a
/depth'in excess of IG,OQOifeet.'/Until'tﬁe'digcovery of a deposit of
unitized substances capable Of’being'prodaced fn”payfng quaﬁtitie;, the

Unit Operator shall continue drilling one wél] at a time, allowing not

more than 6 months between the compietion of one well and the beginning

-~
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“the Supervisor and Commissioner may, after 15 days notice to the Unit

“paying quantities, the Unit Operator shall submit for the approval of

“visor and the Commissibneb, shall constitute the further dri]ling and

- for determination of the area or areas thereof capable of producing

of the next well, until a well capable of producing unitized substances
in payingbquantities is completed to the satisfaction of said Sdpervfsor
if on Federal land, or the Commissioner if on State land, or until it {s
reasonably proved that the unitféed land is incapable of prodﬁcing
unitized substances in payfng quantities in the formations drilled
hereunder. Nothing in this section shall be deemed to 1imit the right

of the Unit Operator to resign as provided in Section 5 hereof, or as
requiring Unft Operator to commence or continue any drilling during the
period pending such resignétion becoming effective in order to comply
with the requirements of this section. The Supervisor and Commisgioner
may modify the drilling requirements of this section by granting reason-
able 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 graﬁted by the Super-
visor and the Commissioner, this agreement will automatically terminate;:

upon failure to continue drilling diligently any well commenced hereunder,

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

the Supervisor and the Commissioner an acceptable plan of development

and operation for the unitized land which, when approved by the Super-

6perating obligations of the Unit Operatorkunder this agreement for the
périod specified therein. Thereafter, from time to time before the
expiration of any'eiisfihg plan, the Unit Operator shall submit for the
approvéi of ‘the Supervisor and the Commissioner a plan for an additional
specified period for‘the»deVéTopment and operation of the unitized land.
‘Any plan submitted pufsuant to this section shall prdvide for the

éxploration of the Unitized areé and fbr the diligent drilling necessary

unitized é@bstances in ﬁaying quantities in each and every productive
formation and shall be as complete and adequate as the Supervisor, the

Commissioner and Division may determine to be necessary for timely
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capable of produc‘ing unitized substances in paying quantities or as soon

development and proper conservation of the of1 and gas resources of the

unitized area and shall:

a) specify the number and locatfons of any wells to be
drilled and the proposed order and time for such dri]HnQ; and
b) to the extent practicable, specify the operating prac-
tices regarded as necessary and advisabie for proper conservation
of natural res;ources.
Separate plans may be submitted for separate productive zones, subject
to the approval ;Sf the Supervisor, the Commis;sic;ner and the Division.
Plans shall be modified or supplemented when necessary to meet
changed conditiovns or to protect the interests of all parties to this
agreement. Reasonable di1i§ence shall be exercised in complying with

the obligations of the approved plan of deveh;pment. The Supervisor and

Commissfoner are authorized to grant a reasonable extension of the
6-month period herein prescribed for submission of an initial plan of

development where such action is justified because of unusual conditions

or circumstances. After completion hereunder of a well capable of
producing any unitized substances in paying quantities, no further
wells, exc'ept"such as may-be necessary to afford protection against /
operations not under this agreement and such as may be specifically

approved by the Supérvisor 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

fhereafter 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 sUr\;ey or a1iqﬁot _
barts thereof, of all land then regarded as reaspnably proved to be
productive in paying qﬁantities;; all lands in said schedule on approval
of the Supervisar and Comm’ssﬂ')n’er‘~ to constitute a particfpating area,
effective as of the date of completion of such well or the effective
date of thisg"Uﬁit agreement, Whicﬁever is later. The acreages of both
Federal and non-Federal ‘lands shall be based upon appropriate computa-
tions from fhé courses and distances shown on the last- apprp.ved_ public

land survey as of the effective’date of each inftial participating area.
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fetroactive adjustment for pro&uction obtained prior to the effective

Said schedule shall also set forth the»percentage of unitized substances
to be allocated as herein provided to each tract in the participating
area so established, and shall govern the allocation of production
commencing with the effective date of th; participating area. A separate
participating area shall be established for each separate pool or deposit
of unjtfzed substances or for any group thereof which s produced as a
singfe pool or zone, and any two or more participating areas so establishedk
may be combinédﬁfnto one, on anproval of the Supervisor and Commissioner.
When production from two or more pafiicipating areas, so established, is
subsequently found to be from a common pool 6r 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 1ike 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 quanfities 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 Super-
visor and Commissioner. No land shall be excluded from a participating
area on account of depletion of the unitized substances, exﬁept 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 reasonabiy estimated to be productive in
paying quantities, but, regardless of any revision of the participating

area, nothing herein contained shall be construed as reQuiring any
date of the revision of the parif&ipatihg area.

In the absence of agreement at any time between the Unit Operator

and the Supervisor and Commissioher as to the proper definition or

-11~
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redefinition of a participating area, or until a participating area has,
or areas have, been estzblished as prov{ded herein, the portion of all
payments affected thereby shall be impounded in a manner mutually accept-
able 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 phe Commissioner:
for State 3and and the amount thereof shall be deposited, as directed by
the Supervisor and Commissioner»respeCtive1y, to be held as unearned
money until a participating area is finally appfoved and then appliéd\as
earned or returned in accordaqﬁe with a determipation of thg sum due aé
Federal and State royalty on tﬁe basis of such approved participating
area. ’

Whenever, it is determined, subject to the approval of the Supervisor
as to wells dri11ea on Federal land and of the Commissioner as to wells
drilled on State land, that a well drilled under this agreement is not
capable of production in paying quantffies and inclusion of the land on
which it is situated in a participating area is unwarranted, production
from such well shall, for the purposes of settlement among all parties
cher?than working interest owners, be allocated to the land on~ﬁhich
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. A1l unitized substances prdduced
from each participating area established under ihis agreement, except
any part thereof used in conforﬁity with good operating 'practices within
the unitized arealfof'diliing, operating, camp and other production or
development pufposes;ﬁfbr repressuring or recycling in accordance with a
plan of development approved by the Supervissr and Commissioner, or
unavoidabiy Tost, éha]l be deemedvtd be produced equally on an acreage
basig from the several tracts of unitized land of the participating area
established for such production and, fqr the“purpose of determining any

' bénefits‘acérufng under this agreement, each such tract of unitized Yand
shall have allocated to it such percentage of sa1d°pro§uction as the

number of acres of such tract included in said participating area bears
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to the total acres of unitized land 1n said participgﬁng area, except
that a2llocztion of production hereunder for purposes- other than for
sett'lem_ent of the royalty, overriding royalty, or payment out of pro-
duction oblfgations of the respective working interest owners, shall be
on the basis prescribed in the unit operating agreement whepher in "
conformity with the basis of allocation herein set forth or otherwise.
It is hereby agreed that p‘foduction'bf. unitized substances from a par-
ticipating area shall be allocated as provided herein regardless of :
whether any weH-s are drilled on any particular part or tract of said
participatiihg area. If any gas produced from one participating area is
used for repressuring or recycling purposes in another participatfng

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 transférred until an amount equal to that transferred
shall be so produced for sale and such gas shall beA’allO(:ated to the
participating area ‘frem which initially produced as such area was last
defined at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATION.
Any party hereto owning or controlling the Vforking interest in any
unitized land héving ;thereon a regular well location may with the approval
of the Supervisor as to Federal land or the Commissioner as to Sta}te
fand, 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 withfn said participating area, unless within 90
days of receipt of notice from said parfy 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 agree-
ment. o

If any well drilled _,as' aforesaid by a working interest owner results
in production such that the land upon which “it is skituated may "p)rope;rly
be fncluded in a participating are;, such participating area shall be

established or‘enIarged as provided in this agreement and the well shall ’

o

thereafter be operated by the Unit Operator in dccordance with the terms

of this agreement afid the unit operating agreement.
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If any well drilled as aforesaid by a working interest owner obtains

prdduction in quantities insufficient to justify the 15c1usion of the
land upon which such well {s situated in a partfcipatfﬁg area, such well
may be operated and produced by the party drilling the same subject to
the conservation requirements of this'agreemént;» The royaltirs. in
cmount or value of production from any such well shall be paic ashspeci?A
fied in the underlying lease and agreement affected.

14. ROYALTY SETTLEMENT. The United Statés 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 o&her as heréin provided for in special cases, shall
make deliveries of sdch royalty share taken in kind in conformity with
the applicable Cdﬁtracts, iawé andfregﬁlations. Settlement for royalty
1nte§ést not taken in kind shall be made by working interest owners |

responsible therefore under existing contracts, laws and regulatiOn%, or

by the Unit Operator, on or before the last day of each month for unitized

substances produced during the preceding calendar month; p?ovided;
however, that nothing herein contained shall operate to relieve the
lessees of any land from their respective lease obligations for the
payment of any rdyalties due under%their leases.

If gas obtained from lands not subject to this agreement is 1ntro;
duced into any'participafing area hereunder, for use in repressuring,-
stimulation of production, or increasing ultimate recovery, in conformity
with avplan of operations approved by the Supervisor, the Commissioner,
énd Division, a 1ike amount of ‘gas, aftér settlement as herein provided
for é&y gas transferred from any other participating area and Qith
appropriate deduction for loss from any céuse, méy be withdrawn’from the
formation in which the gas is introduced, royalty free asuto dry gas,
but nbt as to anj’pfo&uctﬁ yhich may be extracted theréfrom; provided
that suCh‘uithdrawaT shall be at such time as may be provided in Phe”

approval plan of operations or ag;may otherwise be consented to by the

" Supervisor, the Commissioner and Division as conforming to’ good petroleum

engineering practice; and prbede&;fuﬁtﬁb(,qthat such right of_withdréwal

shall terminate on the termination of this unit agreement.

-14-
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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
nnitized 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 hy 1aw or regulation; provided, that for leases on which the

royalty rate depends on the daily average production per well, said
average production shall be determf‘vned 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
commi’tted(here’to shall be paftd by working interest owners responsible
therefor under existing contracts, laws and regulations, provided that
nothing herein contained shall operate. to relieve the lessees of any
land from their respective lease obligations for the payment of any
rental or minimum royalty due under théir Jeases. Rental or minimum
royalty for lands of the United States .Subject to this ‘agreem'e‘nt 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;)Stété of New Mexico lands lsubject to this agreement

shall be paid at the rates specikfied in the respéctive leases.

| With respect to any lease on non-Federal land containing provisions
which would terminate such lease unless dr'il'l-ing operation’s are commenced
Upbn the land cyovered“thereby rwithin' the time therein spegifie‘d or |
ré:nt"als are ‘pai'd for the privilege of deeferri‘n”g' such drilling opefati'bns,'
the ‘renta’ls required thereby shali, notwithstanding any other pr’oJisions
of this agreement, be deemed to accrue and become payable dqritﬁg the
term thereof as extended by this agreement and until the required drill-
»ing operations are. commenced upon the land covered thereby or untii soue
portion of such land is included Qith’in a paf'tié:ip;ting areav‘."

4.

-15-
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16. CONSERVATION, Qperations hereunder and production of unitized

substances shall be conducted to provide for the most economical and

efficient recovery of said substances without waste, as defined by or

pursuant to State or Federal laws or regulations.
17. DRAINAGE. The Unit Operator shall take such measures as the

Supervisor and Commisc{ioner deem appropriate and adequate to prevent

drainege of unitized substances from unitized land by wells on land not

subject to this agreement.
18. LEASES AND CONTRACTS CONFORMED AND EXTENDED The ternms,

conditions and provisions of all leases, subleases and other contracts

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
provision hereof, but otherwise to remain in fcll force and effect; and
the parties hereto hereby consent that the Secretary as to Federal
leases and the Commissioner as to State Teases shall and each by{his
approval hereof, or by the approve1 hereof by their duly authorized
representat1ves, do . hereby estab]ish a]ter, change or revoke the drili-
ing, produc1ng, renta] minimum royalty and royalty requirements of -
Federal and State Teases committed hereto and the regulations in respect
thereto to confeﬁh said requirements to the prcvisions of this agreement,
and, without ljmitfng the generality of the foregoiég, all leases,
subleases, and contracts are particu1ar1y modified in accordance with
the following: }
a) The development and operation of lands subject to this
- agreement under the terms hereof shall be deemed full performance
of all obligations for development and operation with respect to
: each and every sepérate]y owned tract subject to this agreement,
fegard]ess'of whether there is eny development of any«particﬁ?ar

~
2

tract of the unit area.
b) Driiling and producing operations performed hereunder
. upon any tract of uniified'iand will be accepted and deemed to be
performed upon and for the benefit’bf each and‘every'traCt of
unitized land, and no lease shall be deemed to expire by reason of

failure to drill or produce wel]s s1tuated on the 1and therein

embraced.




1 #) Suspension of drilling or producing operations on all
2 unitized lande pursualnt to cﬁrection or consent of the Secretary
3 and Commissioner or their duly authorized representatives shall be
4 "deemed to constitute such suspension pursuant to such direction or
5 consent as to each and every tract of unitized land. A suspension
6 of drilling or producing operatijons limited to specified lands
7 shall be applicable only to such lands.
8 d) Eech Ieasé; sub]eése or contract relating to the explora-
9 tion, drilling, development or operation for oi}l or gas of lands
10 other than those of the United States o» State of New Mexico com-
11 : mitted to this agreement, which, by its terms might expire prior to
12 the termination of ﬁhis agreement, is hereby extended beyond any
13 such term so provided therein so that it shall be continued in full
: 14 force and effect for and during the term of this agréeme’nt. .
: . 15 - e) Any Federal 1easewfor a fixed term of twenty (20) years
;' 16 - or any reneval thereof or any partAof such 1e$se which is made
17 subject to this agreement shall continue in fofce beyond the term
18 provided therein until the termination hereof. Any other Federal
19 lease committed hereto shall continue in force beyond the term so
20 . provided therein or by law as to the land committed so long as such
21 lease remains sdbject' hereto, proﬁded that production is had in V
22 paying quantities under this unit agreement prior to the exp{ration
23 date of the term of such lease, or in the event actual dr'i"l]in.g
24 operations are commenced on unitized iands, in accordance with"the
25 provisions of this agreement, prior to the end of the primafy term
26 of such lease and are being di1igent1y'proseéuted at that time,
_27 such ]ease}shall be extended foy‘) two ;éars and so long thereafter
- 28 as oil or gas is produced in paying-quantit’ies in accﬁrdance with
T29 the provisions of the Mineral Leasing Act Revision of 1960.
30 f) Each §ubleése or contract relating to the operation and
’ 31 development of unitized substances from lands of the United States
32 committed to this agreement, which by fts 't'e{'ms would expire prioi‘
33 to the time at which the underlyiﬁg' lease, as extended by the
34 ' vimmediatel& precedfng paragfaph, wﬁ.l expiré, is hereby extended
35 , beyon'd' any such term so provided therein so ihét it shall be continued




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

1
2 lease as such term is herein extended.
3 g) Any 12ase embracing Tands of the State of New Mexico
4‘ﬂ‘ which is made subject to this agreement, shall continue in force :
5 B beyond the term provided therefn as to the lands committed hereto
6 until the termination hereof, subject tpAthe_pr0visions of sﬁbsec-
; 7 tion (c) of Section 2 and subsection (i) of this sectfon 18.
f 8 h) The segregation of any Federal lease committed to“this
;i 9 agréement is governed by the following p}ovisions in the Yourth
é 10 paragraph of Sec. 17(j) of the Minera] Leasing Act, as amended by
11 the Act of September 2, 1960 (74 Stat. 781-784): "Any (Federal)
g 12 lease heretofore or hereafter committed to any such (unit) plan -
g, 13 embracing lands that are in part within and in part outside of the
§l 14 area céVered by any such plan shall be segregated into separate |
§ 15 leases as to the lands committed and fhe lands not committed as of
§ 16 the effective date of unitization: Provided, however, That any
?. 17 such lease as to the nonunitized portion shall continue in force
§ - 18 and effect for the term‘thereof but for not less than two years
§ 19 from the date of such segregation and so long thereafter as oil or

gas is produced in paying quantities."

i) Any lease embracing lands of the State of New Mexico

N
(=]

»n
[

N
N

having only a portion of its lands committed hereto, shall be

segregated as to the portion committed and the portion not committed,

%
L
o
1
]
3,
il

23

: 24 and the provisions of such lease shall apply separately to such

% 25 segregated bortions commencing as of the effective date herebfi

§ 26 provided, however, notwithstanding any of the provisions of this

§ 27 agreement to the contrary any lease embracing lands of the State of
lﬁ»g 28 New Mexic;”haviqg only a portion of its lands cdmmiit;d herefo

§ 29 shall continue in full force and effect beyond the term provided

% 30 therein as to all lands embraced in such Teage, if oil'or,gas is i
‘ % | 31 discovered and is capable of peing produced in paying qg'antities~ l

g 32 from some part of the lands embraced in such lease at the expira-

g 33 tion of the secondany:térm of §uch 1ease; or if, at fﬁe expiration

g A T of the secondary term, fhe }eséée or Uﬁif‘cperatbr‘is then engaged

B in bona fide drilling or reworking operations on some part of the
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lands embraced in such lease, the same, as to all lands embraced

therein, shall remain in full forse and effect <o long as such

opgrations are being diligently prosecuted, and if they result in
the production of 011 or gas, said lease shall continue fn full

force and effect as to all of the lands empraced therein, so lona\

thereafter as ofl or gas in paying quantities is heing produced

from‘anyapontfon of said lands.

1) 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 qf the respective tracts.

19. COVENANTS RUN WITH LAND. The covenants herein shall bé con-
strued to be covenants running with the land with respect to the interest
of the parties hereto and their successors in interest until this agree-
ment terminates, and any grant, transfer, or conveyance 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 assignment or transfer of
any working interest, royalty, or other interest subject hereto shall be
binding‘upon Unit Operator until the first day of the calendar month
after Unit Operator is furnished with the original, photostatic, or
certified copy of the instrument of t?ansfer. |

20. EFFECTIVE DATE AND TERM. This agreement shall become effective
upon approval by-the Secretary and Commissioner, or their dU]y‘authqfized
representatives and shall tefminate fivé (5) years from said effective

date unless:

a) such date of expiration is extended by tie Director and
Commissioner, or | ‘ |

b) it is reasonably determined ﬁrior to the expiration of
the fi%ed term or any extehsion'ihef;bf that tﬁe'Unitizgd land is

incapable of production of unitized substances in paying quantities
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in the formations tested hereunder and after notice of intention to
terminate £he 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 P

¢) a valuable discovery of unitized substances has be=n made
or accepted on unitized land during said initial term oé any exten-
sion thereof, in which ev;nt the agreement shall remain in effect
for sqch term and so long as unitized substances can be produced as

to federal tands and are being produced as to state lands in quanti-

ties sufficient to pay for the cost of producing same from wells on
unitized land within any participating area established hereunder
and, shou]d production cease, so long thereafter as diligent opera-
tions are in progress for the restoration of production or discovery
ybf new prbduhtion and so long thergafter as unitized substances so
discovered can be produced as aforesafd, or \
d) it is terminated as heretofore provided in this agreement.
This agreéMEnt may'be terminated at any time by not less than 75
per centum, on an acreage basis, of the working intérest owners
signatory hereto, with the appfova] 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 6f production under this agreement
when such quantity and rate is not fixed pursuant to Federal or State
law or does not conform to any statewide voluntavy conservation or
a110£at10n:pvdgram, which is established, recognized and generally |
adhered to by the majority of operators }n such State, §uch éuthqrity
being hereby limited to alteration cr modification in the public interest,
the purpose thereof andithe public interest to be served thereby to be
stated in the order of alteration or modification. Without rcsard to
the foregoing, the Director'fs also héreby vested with authority:to
alter or modify from time to time in his-discretion the rate of pros-

pecting and development and the ‘quantity and rate of production under
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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 fFederal or State law; provided,
furthar, that no such alteration or modification shall be effective as
to any land of the State of New Mexico, as to the rate of prospecting

and developing in the absence of the specific written approval thereof

-

by the Commissioner and as to any lands of the State of New Mexico
subjectito this agreement as to the quantity and rate of production in
the absence of specific written approval thereof by ihe Division.

Powers in this section vested in the Director shall only be exer-
ciséd after notice to Unit Operator and opportunity for hearing to be
held not’ less than 15 days from notice.

22. APPEARANCES. Unit Operator shall, after notice to other
parties affected, have the right to appear for and on behalf of any and
all interests affected hereby before the Department of the Interior, the -
Commissioner of Public Lands of the State of New Mexico and the 01!
Conservation Division of the Energy and Minerals Department of the State
of New Mexico and to appeal from orders issued under the regulations of
said Department, the Division or Commissioner or to apply for relief
from any of said regulations or in any proceedings relative to opera-
tions before the Department of the Interior, the Commissioner, or

Division, or any other legaily constituted authcrity; provided, however,

- that any other interested party shall also have the right at his own

expense to be heard in any such proceeding.

23. NOTICES. Al notices, demands or statéments required here-
uﬁder to be given or rendered to the partiés 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 conﬁéctfoﬁ,with

the signatures hereto o to the ratification or consent hereof or to

" such dther address as any such party may have furnished in writing to

» party sending the notice, demand or statement.

24, NO WAIVER OF CERTAIN RIGHTS. Nothing in thisfagreement‘cbn-
tained 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
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or invalidity of any law of the State wherein said unitized lands are
located, or of the United States, or regulations {ssued 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.

25. UNAVOIDABLE DELAY. A1l obligations under this égreement
requiring the Unit Operator to commence or continue drf‘l]ing or to
operate on or produce uhi_tized substances. from any of the lands covered
by this agreement shall be suspended while the Unit Operator, despite
the exercise of due care‘ and diligence, s pfeVenten;I from complying with
such ongations, in whole or in party, by strikes, acts of God, Federal,
State or municipal "law or agencies, unavoidab]e accidents, uncontronab»]e
delays in transportation, inability to obtain necessary‘mater‘ia}s in .
open market, or other matters beyond the reasonable control of the Unit
Operator whether similar to mattérs 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
fs no longer applicable. Determination of creditable "Unavoidable
Detlay" time shall be made by the Unit Operator subject to approval of

-y

the Supervisor and Commissioner.

26. NONDISCRIMINATION. In connection with the performance of work
under this agreement, the operator agrees\to comply with all of the
provisions of Section 202 (1) to (7) inc¢lusive of Executive Order 11246
(30 F. R.‘ 12319), as amended, which are hereby incorporated by reference
in this agreement.

27. L10SS 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
unif agreement, such tract shall be automatically re‘garjded as not com~
mitted I)ereto and there shall be such readjustment of fﬁtUre 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 1iability for interest until the dispute is
f'i'na'lvly settled; provided, that, as to Federal and State land 'or teases,
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 .

i
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directed by the Supervisor and such funds of the State of New Mexico
shall be deposiiud . liracted by the Commissfoner to be held as unearned
money pending final settlement of the title dispute, and then applied as
earned or returned in accordance with such final settlement. |

Unit Operator as such is relieved from any responsibility for any.
defect or failure of any title hereunder,
| 28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any
substantial interest in a tract within the unit area fails or refuses to
subscribe or consent tb this agreement, the owner of the working interest
in that tract may withdraw said tract from this agreement by written
notice delivered to the Supervisor 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 thereafter be committed hereto by the owner or owners

thereof subscribing or consentihg to this agreement, and, if the interest

" is a working interest, by the owner of such interest also subscribing to

the unit operating agreement. After operations are commenced hereunder,
thé right of subsequent joinder, as provided in this section, by a

working interest ownér is SHbject to such requirements or approvals, if
any, pertaining to such joinder, as may be provided fer in the unit
operating agreement. After final approval hereof, joinder by a non-
wofking'interest owner must be consented to in writing by the working
interest owner committed hereto and responsible for the payment of any
benefits that may accrue hereunder‘in behalf of such non-working inter-
est. A non-working interest may not be committed to this unit agreement
unless the'cbrresponding working interest js committed hereto. Joinder

to the unit agreement by a working interegi owner, at'ény time, must be
accompénied by appropriate joinder to the unit operating agreement, i7
mere than one comﬁitted working interest owner is involved, in order for
the interest to be regarded as committed to this unit agreement. Except
as may otherwise herein be provided, subsequent- joinders to this agreement
shall be effecfive as of the first day éf the month:fbllbﬁfng the fiifnq‘“
iwth the Supervisor and the Commissioner of duly executed counterparts

of all or any papers necessary to establish effective—commitment of any

il
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“4ract to this agreement unless objection to such joinder is duly made

within 60 days by the Supcerviser, provided, however, that as to State
Yands al1 subsequent joinders must be approved by the Commissioner.
29. 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 instrument in writing specifically
referring hereto and shall be binding upon all those parties who have '
executed such a counterpért, ratification, or consent hereto with the same

force and effect as if all such parties had signed the same document and

-regerdless of whether or not it is exacuted by all other parties owning

or claiming an interest in the lands within the above described unit area.
30. NO PARTNERSHIP. Tt is expressly agreed that the relatfon of

the parties hereto is that of independent contractors and nothing {n

this agreement contained, expressed or implied, nor any operations

conducted hereunder, shall create or be deemed to have created a part- ‘
nership or association between the parties hereto or any of thenm.

IN WITNESS WHEREOF, the parties hereto have caused this agreement

to be executed and have set opposite their respective names the date of

execution.
" UNIT OPERATOR AND WORKING INTEREST OWNER .
AMOCO PRODUCTION COMPANY
 DATE:_
ADDRESS:
BY:
Attorney-in-Fact
,, WORKING INTEREST OWNERS
ATTEST: - 5 YATES PETROLEUM CORPORATION
DATE: | ' |
ADDRESS: 5
. BY:
CATTEST: ~ GULF OIL CORPORATION
DATE: _
ADDRESS: .
BY:
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-DATE:

ATTEST:

VA1

ADLRESS:

ATTEST:

ADDRESS:

ATTEST:

DATE:

ADDRESS:

CR/dq
LR6C1/F

M. J. HARVEY, JR.

TOM R. CONE

BY: .

-}
)

MESA PETROLEUM COMPANY
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THE STATE OF TEXAS i
COUNTY ur HARRIS §

The foregoing 1nstru?ent wésbacknowledged before me this day of
9 9 ) .

>

:
3
4

My Commission Expires:

y _
as Attorney~in-Fact on behalf of AMOCO PRODUCTION COMPARY.

My Commission Expires:

Notary¢Publ1c in and for
Harris County, Texas

THE STATE OF | b
COUNTY OF i

The foregoing instrument was acknowledged before me this day of
oF YATES PETROLEUM CORPORATION, a ’ corporation, on
behalf of said corporation. ‘

>

My Commission Ekpires:

Notary Public in and for

THE STATE OF I
COUNTY OF . i

The foregoing instrument was acknowledged before me this _____day of

, 19 __, by
o GULF OTL CORPORATION, a

¥

A;orporation. on behalf

~of said corporation.

Notary Public ih and for
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THE STATE OF )

COUNTY OF }
BEFORE ME, a Notary Public,

: on this day personally appeared
M. J. HARVEY, JR., known to me to be the person whose name is subscribed
t, and acknowledged to me that he executed tne

to the foregoing instrumen
same for the purposes and consideration therein expressed.

GIVEN UNDER MY HAND AND OFFICIAL SEAL this day of
[ 9 - ‘
My Commission Expires: :
Notary Public in and for

County, _

- THE STATE OF i

COUNTY OF i
BEFORE ME, a Notary Public,

‘ , on this day personally appeared
TOM R. CONE, known to me to be the person whose name is subscribed to
, and acknowledged to me that he executed the

the foregoing instrument ;
same for the purposes and consideration thercin expressed.

GIVEN UNDER MY HAND AND OFFICIAL SEAL this day of
[ 9 *
My Commissfon Expires:
o ' Notary Public in and for
‘ County, ___
THE “ STATE .OF o
COUNTY: OF i

ore me this -_____day of

‘The foregoing instrument was acknowledged bef _

”corporatidn, on behalf

of MESA PETROLEUM COMPANY, a

of said corporation.

’My'cdmmission Expires: : , ) :
- : Notary Public in and for

,Cﬁ}de‘J
'LR601/F
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EXHIBIT "B"

BIG SINKS UNIT AGREEMENT

T-25-S, R-31-F and T-26-S, R-31-E, N.M.P.M.

EDDY COUNTY, NEW MEXICO

TRACT No. of Serial No. & Basic Royalty Overriding Royalty & Working
NO. Description of Land Acres Expiration Date Ownership % Lessee of Record Prod. Payment Ownership Interest %
Township 25 South, Range 31-Fast
1 Section 23: $§/2 820 NM 16348 USA 12.5% Amoco Production Joyce A. Dechant Amoco: 100%
Section 26: N/2 2-1-83 Company 1/2 of 1%
Section 27: NE/4 K. M, Johnston et ux 35%
Section 35: S/2 NE/4 NE/4 Eddy Land Co. 1% Production
Payment of $150.C0 per acre
2 Section 26: SW/4 320 NM 19200 USA 12.5% Gulf 0i1 Corpo-  Jean B. Merritt and Gulf: 100%
Section 27: SE/4 10-1-83 : ration Robert H. Merritt 5% ~ ’
3 Section 25: S/2 500 NM 19619 USA 12.5% M. J. Harvey, Jdr. ~ None ‘M. J. Yarvey,
Section 26: SE/4 1-1-84 Jr.: 1007
Section 35: N/2 NE4 NE/4 .
4 Section 34: E/2 | 320 NM 24779 USA 12.5% Tom R. Cone Chloe S. Sims Tem K. Cones:
11-1-83 - 6,25% 100%
5. Section 35: All; Save 600 NM 17232 USA 12.5% Yates Petroleum  George B, Lorraine and Yates: . 1J0%
and Except NE/4 NE/4 12-1-82 Corporation Inez Harris Lorraine, 3%
5 Federal Tracts - 2560.00 Acres - 72.72%
Township 25 South, Range 31-Fast
6 Section 36: Ail 640 L-6527 STATE 12.5% MTA Limited None MTA: 100%
9-1-82 _ Partnership :
Township 26 South, Range 31-~East .
7 Section 2: N/2 320 LG-0690 STATE 12.5% Yates Petroleum None Yates: 100%
'10-1-82 Corporation , :
7 State Tracts - 960.00 Acres = 27.725%
. Tetal 7 Tracts - 3520.00 Acres - 100% >
: CR/mIm
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BEFORE EXAMINER STAMETS
IL CONSERVATION DIVISION
L2 EXHIBIT NO.

CASE NO. 731
Submitted by C L. Larer

Hearing Date 7/29/8I
BIG SINKS UNIT AGREEMENT
| Eddy County, New Mexxco
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Lessee of Record

Amoco Production Company

Yates Petroleum Corporat

MTA Limited Partnership

M. J. Harvey, Jr.

Gulf 011 Corporation

Tom R. Cone

CR/mlm
 LR834/C2

s et A AR

~ BIG SINKS UNIT
T-25-S, R~31-E and T-26~S, R-31-f,
EDDY COUNTY, NEW MEXICO

Description of Land

T-25-S,
Section
Section
Section
Section

ion T-25-S,
Section
T-26-S,
Section

T-26-S,
Section

T-25-S,
Section
Section
Section

T-256-S,
Section
Section

7-25-S,
Section

R-31-E -

23: S/2

26: N/2

27: NE/4

35: S/2 NE/4 NE/4

R-31-E

N.M.P.M.

35: All, Save and Except NE/4 NE/4

R-31-E
2: N/2

R-31-E_
36: AN

R-31-E

25: S/2

26: SE/4
35: N/2 NE/4 NE/4

R-31-E
26: SW/4
27: SE/4

R-31-E
34: E/2

Total Acres % Unit
820 23,2955
920 26.1364
640 18.1818
500 14,2045
320 9.0909
320 9,0909
3,520 100.0000%
BEFORE EXAMINER STAMETS
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United States Department of the Interior

GEOLOGICAL SURVEY

South Central Region
P. 0. Box 26124
Albuquerque, New Mexico 87125

14 Jui 1998

Amoco Production Company
Attn: J. E. Harrison
P. 0. Box 3092

- Houston, Texas 77001

Gentlemen:

: _ Your application of July 6, 1981, filed with the Deputy Conservation

) - Manager, 0il and Gas, requests the designation of the Big Sinks unit

! N area, embracing 3,520.00 acres, more or less, Eddy County, New Mexico,
- as logically subject to exploration and development under the unitiza-

tion provisions of the Mineral Leasing Act as amended.

Pursuant to unit plan regulations 30 CFR 226, the land requested as
outlined on your plat marked "Exhibit 'A' Big Sinks Unit, Eddy County,
New Mexico' is hereby designated as a logical unit area.

1 The unit agreement submitted for the area designated should provide for
a well to test the Morrow foimation, or to a depth of 16,000 feet. Your
proposed use of the form of Agreement for Unproved Areas will be accept-
ed with the modifications requested in your application.

If conditions are such that further modification of said standard form
is deemed necessary, three copies of the proposed modifications with

R DT A LN S W T B

appropriate justification must be submitted to this office through the
Deputy Conservation Manager, 0il and Gas, for prellmlnary approval
§ In the absence of any other type of land requiring special provisions or
% of any objections not now apparent, a "duly executed agreement identical
f with said form, modified as outlined above, will be approved if submit-
5 ted in approvable status within a reasonable period 'of time. However,
g notice is hereby given that ‘the right is reserved to deny approval of
¢ any executed agreement submitted which, in our opinion, does not have
% the full commltment of sufficient Iands to afford effective control of
i operations in the unit area.
BEFORE EXAMINER STAMETS
f 0L CONSERVATION DIVISION
AMOCO EXHIBIT NO,
. CASE NO. 731!
| | Submitted by C-L. CAPEL.
- : v B P 1l75iR1
2 - , Hearing Late L=
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When the executed agreement Is transmitted to the Deputy Conservation
Manager, OI1 and Gas, Albuquerque, New Mexico, for approval, include the
latest status of all acreage. In preparation of Exhibits "A'" and "'B'!,
follow closely the format of the sample exhibits attached to the 1968
reprint of the aforementioned form,

Inasmuch as this unit agreement involves State land, we are sending a
copy of the letter to the Commissioner of Public Lands. Please contact
the State of New Mexico before soliciting joinders regardless of prior
contacts or clearances from the State.

Sincerely yours,

%7 James W. Sutherland

Conservation Manager
For the Director

cc:
Commissioner of Public Lands




* Commissioner of Pu[)[lc L ands

ALEX J, ARMIJO P. O, 80X 148
COMMISSIONER July 15, 1981 SANTA FE, NEW MEXICO 87501

Amoco Production Company
P. 0. Box 3092
Houston, Texas 77001

Re: Proposed Big Sinks Unit
Eddy County, New Mexico

ATTENTION: Mr. Charles E. D. Robinson
Gentlemen:

We have reviewed the instruments you left with us regarding the
captioned unit.

- ‘
The following are some of the corrections that need be made before
we grant approval as to form and content. '

1. Well name must be changed to "Big Sinks Unit Well No. 1" if this
is the exploratory well in the unit.

2. Page 20, under (c) 1lth line, "discovered are being produced as

to State lands and can be produced as to Fedéral lands as aforesaid,

ox" (This also appears on 4th and S5th 11nes under (c).

3. Exhibit "B“ should read- Tract 1 Sec 27: NE/4 1qstead of SE/4
4. Tract 6, Sec 36, should read 25S-31E instead of 26S-31E,
5. Tract 7 the State lease should be LG-690 instead of LG~630.

6. Tract 6, lessee of Record should be HTS Limited Partrership
iftstead of Mesa.

When we receive these corrections, we will then consider our approval
as to form and content.

Very truly yours,

BEFORE EXAMINER STAMETS | |
OIL CONSERVATION DMS'ON ALEX J. ARMIJO s
AmoCO EXHIBIT NO. X COMMIS/SI OF PUBLIC LANDS

73}/
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CASE NO. — . BY: °
£, FEL.
Submitted by c;zf;;, gﬁ Zr}d’c’ag Division
T AC 505-827-2748

:  tparing Date




CERTIFICATION DETERMINATION

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

the act approved February,‘1920, 41 Stat. 437, as amended, 36 u.s.c.
secs. 181, et seq., and delegated toithe 0i1 and Gas Supervisors of the

Geological Survey, I do hereby:

A. Approve the attached agreement for the davelopment and

i operation of the Big Sinks

Unit Area, State of " New Mexico

~B. Certify and determine that the unit plan of development and

SR L, e T

operation contemplated in the attached agreement is necessary and
advisabie in the pyblic interest for the purpose of more pr;perly
PR i conserving the natural resources.

-;5;f»ﬂ‘ | C. Certify and determine that the drilling, producing, rental,
minimum royalty, and royalty requirements of all Federal leases

committed to said agréement-are hereby established, altered, changed, -

i U Sy

or revoked to conform with the terms and conditions of this agreement.

R AR

R 5 | Deputy Conservation Manager, 011 and Gas
United State Geological Survey

RhPlrr it furiho

e

Dated

Contract Number

BEFORE EXAMINER STAMETS "
_ OIL CONSERVATION DIVISION
ANOCO _ exnipiT NO.
CASE NO. 73!
Submitted by C.L. EArer

Hearing Date __7/25/81
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
BIG SINKS UNIT AREA
COUNTY OF €DDY
STATE OF NEW MEXICO
NO.

THIS AGREEMENT entered into as of the 1lst day of Ju]y,41981 by and
between the parties subscribing, ratifyingkor consenting hereto, and
herein referred to as the "parties hereto".

WITNESSETH:
eWHEREAS, the pérties‘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. 181 et seq., authorizes Federal lessees and
their representatives to unite with each other, or jointly or separately
with others, in collectively adopting and operat1ng a cooperative or
unit plan of deve]opment or operations of any 011 or gas pool, fleld or
like area, or any part thereof for the purpose of more properly conserv- .
ing the natural fesources thereof whenever determined and certified by
the Secretary of the Inte;ior 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 (Secs. 138-10-45, 46,

-47 N.Mi’Statutes 1978 Annotated) to consent to or approve this agreement

on beha?f of the State of New Mexico,'insofar as it covers and includes
lands and mineral 1nterests of the State of New. Mex1co and |
WHEREAS, the 0il Conservatlon Division of the Energy and M1nera15
Department of the State of New Mexico is authorized by an Act of the
Legislature (Article 3, Chapters 70 and'71,ii§;8'3tatutes) to approve
this agreement and the conservation provisions hereof; and h
WHEREAS the parties hereto hold sUfffcignt“iﬁtereste in'the;bﬁg »
Sinks Unit Area cdvering4the land hereinafter described to give reason-

ably effective control of operations therein; and
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WHEREAS, it is the purpose of the parties hereto to conserve natural
resources, prevent waste, and secure other benefits obtainable through
developmeht 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 promises
herein contained, the parties hereto commit tc 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 regb]ations.
including operating and unit plan regulations, heretofore issued thereunder

or valid, pertinent and reasonable regulations hereafter issued thereundar

are accepted and made a part of this agreement as to Federal lands,

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

2. UNIT AREA. The area speciffed on the map attached heréto

marked Exhibit "A" is hereby designated and recognized as constituting

’)the unit area,'containing 3,520.00 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 "8" attached hereto is a
schedule showing to the extent known to the Unit Operator'the acreage,
percentage, and kind of ownership of oil and gas interests {n all land
in the unit area. However, nothing herein or in said schedule or map
shal]ybé construed as a representation by any party hereio 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

"8" shall be revised by the Unit Operator whenever changes in the unit

‘area render such revision necessary, or when requested by the 01) and

Gas Supervisor, hereinafter referred to as "Supervisor", or when requested

by the Commissionér of Public Lands of the State of New Mexico, hereinafter




1 referred to as "Commissioner", and not less than five copies of the
2 revised exhibits shall bé filed with the Supefvisor, and two copies
3 thereof shall be filed with the Commissioner, and one copy with the 01}
4  Conservation Division of the Energy and Minerals Department of the State
5 of New Mexico, hereinafter refervred to as “Division”.
€ The above-described unit area shall when practicable be expanded to
7  include therein any additional lands or shall be contracted to exclude
8 lands whenever such expansion or contraction is deemed to be necessary
‘9 or advisabls to conform with the purposes of this agreement. Such
10  expansion or contraction shall be effected in the following manner:
r 11 a) Unit Operator, on its own motion or on demand of the
12 Director of the Geological Survey, hereinafter referred to as ' ;
13 ~ "Dirvector", or on demand of the Commissioner, after preliminary
f 14 concurrence by the Director and the“Comhissioner, shall prepare a
i 15 notice of proposed expansion or contraction describing the contem-
16 plated changes in the boundaries of the unit area, the reasons
: 17 thérefdre, and the proposed effective date thereof, preferably the
i8 - first day of a month subsequent to the date of notice.
; 19 ‘ by Said notice shall be delivered to the Superyisor;‘the
% 20 Commissioner and the Division and copies thereof ﬁai]ed to the 1last
*% 21 known address of each working interest owner, lessee, and lessor
; 22 whbse interests are éffétted, advising that 30 days will be allowed
§ 23 for submission to the Unit Operator of any objections.
24 c) Upon expiration of the 30-day period provided in the
: 25 preceding item (b) hereof, Unit Operator shall file with the
? 26 Supervisor, the Commissioner and the Division evidence of mailing
27 of the notice of_gxpansidn or contraction and a'copy of any objec-
28 tions thereto which have been filed with the Unit Operator; together
¢ 29 with an application in sufficieni number, for approval of such
30 expansion or contraction and With apphdpriate joinders.
31 d) After due consideration of a11jpertinent information, the
3é eipansion or contraction shall, upon approval by the Supervisor,
: 133 thefCommisgioneriand”thelDivision, become effective as:of;the date .
| . 34 prescribed in the notice thereof. j




1 e) All legal subdivisions of lands (i.e., 40 acres by
2 Government survey or its nearest Jot or tract equivalent; in
3 instances of irregular surveys unusually large lots or tracts shall
4 be considered in multiples of 40 acres or the nearest aliquot
5 equivalent thereof), no parts of which are entitled to be in a
6 participating area on or before the fifth anniversary of the
7 effective date~of the first initial participating area established
8 under this unit agreement, chall be eliminated automatically from
9 th{s agreement, effective as of said fifth anniversary, and such
10 lands shall no longer be a part of the unit area and shall no
‘ 11 longer be subject to this agreement, unless diligent dri11ing
12 operations are in progress on unitized lands not entitled to
13 participation on said fifth énniVersary, in which event all such
14 lands shall remain subject hereto so long as such drilling opera-
15 tions are continued di]igently with not more than 90 days' time
k16 eTapsing betweeﬁxthe completion of one well and the commencement of
5 17 the next well. All legal éubdivisions_of lands not entitled to be
18 in a participating area within 10 years after the effective date of
; 19 the first initial participﬁtiﬁg area approved under this government
é 20 shall be autbmaticélTy eliminated from this agreement as of said
% 21 ténth annivérsary. A1l lands proved productive by diligent arilling
V 22 obefétions after the aforesaid 5-year period shall become partici-
% 23 pating in the same manner as during said 5-year period. However,
24 when such diligent drilling operations cease, al) nonparticipating
25 lands shall be automatically eliminated effective as of the 9lst
26 day thereafter. The Unit Operator shall, within 90 days after the
27 effective date of any e]imination»hereUnder, describe the area so
° 28 eliminated to the satisfac;;on of the Supervisor and the Commissioner,
> 29 and prqmptly'ﬁotify‘a11 parties in interest.
30 If conditions warrant extention of the 10-year period speéifiéd iﬁ
31 this subsection 2(e), a single extention ofvnot to exceed 2 years may be
32 <accomp]ished by consent of the owners of BOX}of the working ihterests'in
. 33  the curfent'nonﬁarticipating unitized lands and the owners of 60% of the
34~ basic royalty interests (exclusive of the basic royalty-interests of the
35 United States) in nanparticipating-unitized iands with ﬁpproval of'the
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Director and Commissioner, provided such extension application is submitted
to the Director and Commissioner not later than 60 days prior to the
expiration of sajd ten-year perioﬁ.

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

3. UNITIZED LANDS AND UNITIZED SUBSTANCES. A1l lands committed
to this agreement shall constitute 1and referred to herein as "unitized
land" or "land subject to this agreement".u A11 oil and gas in any and
all formations of the unitized land are unitized under the terms,of‘tﬁis
agreement and herein are called "unitized substances".

4. UNIT OPERATOR. AMOCO PRODUCTION COMPANY is hereby designated

as Unit Opérétor and by signature hereto as Unit Operator agrees and
consents to accept the duties and obiigations of Unit Operétor for the
discovery; deve]opmeht and production of unitized substances as herein
provided. Whenever reference is made here%n to the Uniinoperator, such
reference means the Unit Operator acting in that capacity and not as an
owner of interest in unitized substances, and the tern "working interest
owner" when used herein shall include or refer to UnitiOperator 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 establishment of a

participating area or areas hereundér, but such resignation shall riot

become effective so as to release Unit Operator from the duties and

obligations of Unit Operator and terminate Unit Operator's rights as

such for a period of 6»mdnths after notice of intention to resign has
been se§véd by Unit Operator on all working interest owners anawthe

Supervisor, the:Commissioner and the Division, and until all wells theén

- drilled hereunder are placed in a satisfactory condition for suspension

or abandonment whithever is required by the Supervisor as to Federal

lands and by the Commissioner as to State Iands; unless a new Unit

| Operator shall have been selected and approved and shall have taken over
" and assumed the duties and deigations‘of Unit Operator prior to the

~expiration of said period. : 7 '_;

if
ad
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Unit Operator shall have the right to resign in 11ke manner and
subject to like limitations as above provided at aiy time a participatfng
area established hereunder is in existence, but, in all instances of
resignation or removal, until a successor Unit Operator is selected and
approved as hereinéfter pfovided, the working interest ownars shall be
jointly responsible for performance of the dut%és of Unit Operator, and
shall, not later than 30 days before such resignation or removal becomes
effective, appoint a cﬁmhon agent to represent them in any action to be
taken hereunder. ‘

The resignation of Unit Operator shall not release Unit Operator
from any 1iability 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 performance
of its duties or obligations hereunder, be sﬁbject to removal by the
same percentage vote of the owners of working interests as hé}efn pro-
vided for thg selection of a new Unit Operator. Such removal shall be
effectige upon notice thereof to the Supervisor’and the Commissioner.

The resignation or removal of Unit Operator under this agreement
shall not terminate its right,‘%itTe or interest as the owner of a
working interest or other interest in unitized substances, but upon the
rééignaiion or rémoval 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
operations hereunder. Nothing’ herein sha]llbewconstrued as'autho%izing

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 chaﬁge of Unit Operator i§>he90tiétéd by \
working interest owners, thé owners of the workfng‘interests’in the |

participating area or areas according to their respective acreage inter-

“ests in such partiéfpating area or areas, or, until?i’participaiihg area} ‘

‘shall have been established, the owners of the working interests according
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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 percent of the working fnterests qualified to
vote are owned by one party to this agreement, a concurring vote of one
or more additi‘o.ne1 working interest owners shall be required to select a -
new operator. Such selection shal) not Secome effective gnt‘l'l
a) a Unit Operator so selected shall accept irv writing the
du:'ties and responsibilities of Unit Operator, and
b) tt;e selection shall have been approved by the Supervisor
and the Commissioner.

If not successor Unit Operator is selected and qualified as herein
provided, the Director and Commissioner at their election may declara
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 'Unft Operator in conducting unit operations here-
under shall be paid and apportioned among and borne by the owners of
working interests, all in accordance with the agreement or agreements
entered into by and between the Unit Operator and the owners of wprk‘i‘ng
interests, whethér one or more, separately or -Jeol'l"ective'ly. Any agree-

ment or agreements entered into between the working interest owners and

the Unit'Operator as provided in this section, whether one or more, are

herein referred to as Ehe "unit operating agreement”. Such unit operat-
ing agreement shaH also prov1de the manner in which the workmg 1nterest
owners shal] be entitled to receive thew respective proportionate and
allocated share of the benefits accruing hereto in conformity with their
underlyihg operating agreements, leases or other independent contracts,
and such other rights and obligations as between,Unit Operator and tﬁe |
wquing‘interest;o/wners as may be a‘greejd upon by Unit Operator and the_
working interest owners; however, no such unit operating agreement shall
be deemed 3‘ef£her to modify’ any of ’"t.he" terms and coﬁditio‘r*s of this unit

agreement or t,o reheve the Umt Operator of any right or obhgatmn

’established under this unit agreement “and in case of any 1nconsistency

or conflict between this unit agreeme‘nt’ah'd' the unit operating agreement,

this‘unit agreement shall govern. Three true copies of any unit operating
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‘agreement executed purSuant to this section should be fi]ed with the
Supervisor and two true copies with the Commissioner and one true copy
with the Division, prior to approval of this unit agreement.

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 neces-
sary or convenient for prospecting for, producing, storing, allocating,
and distributingﬂthe unitized substances are hereby delegated to ard
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 transféf title to any land or to
any lease or operating agreement, it being understood that under this
agreement the Unit Operatér, in its capacity as Unit Operator, shall
exercise the'righis of possession and use vested in the parties hereto
only for the pu?poses'herein specified.

9. DRILLING TO DISCOVERY. Within 6 ﬁonths 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 Federal land, or by
the Commissioner if on State land, unless on such effective date a well
is béing drilled cdnf&rmably with the terms hereof, and thereafter

continue'such drilling diligently until the Morrow formation has been

. tested or until at a lesser depth unitized substances shall be discovered

which can be produced in paying quantities (to-wit: quantities sufficient
to repay the costs of drilling, completing, and producing operations,

with a reasonable profit) or théruhit Operator shall at any time establish
to fhe satisfaction of the Supervisor if located on Federal lands, or

the Cemmissicnervif'}éééted'0h~5tate'TahHs;”that’fﬁffﬁéﬁ”&?fi?iﬁﬁtbf

said we]]ywould‘be unwarranted or’impratticéb]e, provided, however, that
Unit Operator shall not in any event be required to driil said well to a
depth in excess of 16,000 feet. Untf] the discovery of‘a déposit of
tinitized éhbstances capable of béiﬁg prbdﬂcéd"ih’payihgﬁquéntities,"the

Uﬁit‘Operator shall continue drilling one well at a time, allowing not

more than 6 months between the completion of one well and thekbegihhing

El
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of the next well, until a well capable of producing unitized substances
in paying quahtities is completed to the satisfaction of said Supervisor
if on Federal land, or the Commissioner if on State land, or until it is
reasonably proved that the ﬁhitized land is incapable of producing
unitized substances in paying quantities in the formations drilled
hereunder. Nothing in this section shall be deemed to 1imit Lhe right
of the Unit Operator to resign as provided in Section 5 hereof, or as
requiring Unit Operator to commence or céntinue any drilling during the
period pending such resighation 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'héason-

able 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 Super-
visor and the Commissioner, this agreement will automatically terminate;'

upon failure to continue drilling'diligently any well commenced hereunder,

" the Supervisor and Commissioner 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‘Uﬁit Operator shall submit for the approval of
the Supervisor ‘and the Commissioner én acceptable plan of development
and operation for the unitized land which; whén approved by the Super-
visor and the Commissioner, shall constitufe the further drilling and
dperating obifgations of the Unit Operator under this agreement'fdr the
periodkspecifiéd therein. Thereafter, from time to time before the
expiration of ady existing plan, the Unit Operafor 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 sUbhitted pufsuant to this section shé]i provide for the
exploration of the Unitize& area and for the dfiigent'dfilling necessary
for determination of the area‘of areaS»thereof‘cabable of producing ‘
unitized substances in paying qﬁahtities in each and every productive
formath@)and éha11 be as complete and éﬁgquatg as the Subervisor;'the

Commissioner and Division may determine.to be necessary for timely
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devélopment and proper conservation of the o0il 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, spécify the operating prac-

tices regarded as necessary and advisable for proper conservation

of natural resources.
Separate plans may be submitted for separate preductive zones, subject
to‘the approval of ihe Supervisor, the Commissioner and the Division.

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 obtigations of the approved plan of-development. The Supervisor and
Commissionér are authorized to grant a reasonable extension of the
6-month period herein prescribed for submission of an in}tial plan of
development where‘such action is justified because of unusual conditions
or circumstances. Aftér 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 nof under this agreement and such as may ?e specificéT]y
approved by the Supervisor and the Commissioner, shéll 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
fheréafter as required by the Superviﬁor and Commisgioner, the Unit
Operator shall submit for approval by the Supervisor and Commissioner a
schedule, based on'subdiVisigps of the public Tland survey or aliquot
parts thereof, of 511 land then regarded as reasonably proved to be
productive in paying quantities; all lands in said schedule on approval
of the Supervfsar and Commissioner to constitute a participating area,
effective as of the date of completion of such well or the éffectféé

date of this unit agreemeﬁt, whichever is. later. The acreages of both

Federal and non-Federal Tands shall be based upon appropriate computa-

tions from the courses and distances shown on the last appﬁdved public

land survey as of the effective date of each initial pirti;iﬁatfng area,

i
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Said schedule §hall also set forth the percentage of unitized substances
to be allocated as herein provided to each tract in the participating
area so estabTished, and shall govern the allocation of productfon
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 thereof which is produced as a

single poo! or zone, and any two or more participating areas so established

may be combined into one, on approval of the Supervisor and Commissioner.
When production from two or more panﬁicipating areas, so established, is
subsequently found to be from a common p;ol or déposit said participéting
areas shall be combined into one effective as of such appropriate date
as may be approved or prescribed by the Supervisor and;Commissidner.

The participating area’ or areas so establiShed sﬁal] be revised from
time to time, subject to like approval, to include additional 1and then
regarded as reasonably proved to be productive in paying quantities or
necessary for unit‘operations, or to exclude land thén 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 kno&?edge or -information on which such revision is
predicated, provided, however, that a more appropriate effective date
may be used if justifféd by the Unit Operator and approved by the Super-
visor and Commissioner. No Tand shai] 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
fepreéent the area known or reasonéﬁ?y estimated to be”produétivei%n
paying quantities, but, regardless of any revision of the participating
area, nothing herein contained shall be construed as requiring any
retroactive adjustment for prbdhctidh obtained prior to the effective -
date of the reQiSiSh of .the barticiphting area. .
In the absence of agreement at any time between the'Unfi Opeé;tor

and the Supervisor and Commissioner as to the proper deffnition;ﬁk

(VA
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redefinition of a participating area, or until a participating area has,
or areas have, been established as provided herein, the portion of al)
payments affected thereby shall be impounded in a manner mutually accept-
able to the owners of working interests and the Supervisor and Commissjoner.
Royalties due the United States and the Staté of New Mexico, which shatl
be determined by the Supervisor f&r Federal land and the Commissioner
for State land and the amount thereof shall be deposited, as directed by
the Supervisor and Cohmissfoner 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 ofithe Supervisor
as to wells drilled on Fédera]iﬁand and of the Commissioner as to wells

drilled on State land, that a well drilled under this agreement is not

X bapab1e of production in paying quantities and inclusion of the land on

which it is situated in a participating area is unwarranted, production
from such well shall, for the purposes of settlement among all pérties
other than working intereéi owners, be allocated to the land on which |
theywell is located unless such land is aTready 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 égreement.

12. ALLOCATION OF PRODUCTION. A1l unitized substances 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 dilling, operatiﬁé, camp and other production or
development purposes, for repressuring or reéycling in accordance wifh a
pian of development approved by the Supervisor anaiCommi§§f6hér, or
unavoidably lost, shall be deemed to be produced¢ equally on”én acreége
basis from the several tracts of unitized land of the participating area
estabiishéd“for such production énd, for the purpose of determining any
benefftg‘acéfuing'under this agreement, each such tract df unitized land

shall have allocated to it such’percentage of’ said preduction as the

number of acres of such tract included in said participating area bears
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‘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 pro-
ductfon obligations of the respéctive working interest cwners, 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 substances from a par-
ticipating area shall be allocated aé provided herein regardless of
whether any wells are drilled on any particular part of tract of said
participating area. If any gas producedkfrom 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 transferred until ankamount equal to that transferred
shall be so produced for sale and such gas shall be allocated to the
partitipating area from which initiai]y produced as such area was last
defined at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATION.
Any barty hereto owning or controlling the working interest in any

unitized land having thereon a regular well location may with the approval

_of the Supervisor as to Federal land or the Commissioner as to State

land, at such'pafty: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 séid participating area, unless within 90
days of recéipt of notice from said party of his intention to drill the
Qelllthe Unit Operator elects and commences to drill sutﬁ a well in Tike
manner as other wells are drilled by the Unit Operator undef‘this,agree-

ment.

If any’well drifled as aforesaid by ‘a working interest owner resulis

in prodUctiOn such that the land upon which it is situated may propefly

be,inéluded in a participating area, such participating aréa shall be
estabiished(or enlarged as provided in this agreement and the well shall
thereafter bé,operéted by the Unit ObErafor‘in accordance with the teérms

of this agreement and the unit oﬁerating agreement,

-~




W 0 ~N O O D w N

N DN NN NN ;
N OO M D W N =2 O O OO~ 5: 5: !: 23 33 :j’ 5

If any well drilled as aforesaid by a working interest owner obtains
production in quantities insufficient to justify the 1nclu§ion of the
tand upon which such well is situated tn a participating 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
tmount or value of broduction from any such well shall be paid as speci-
fied in the underlying lease and agreement affected.

14. ROYALTY SETTLEMENT. The United States and any State and any
rdyalty 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 itsvshare of the unitized substances, and the Uﬁit Oparator, or
the working interest owner in case of the operation of a well by a
working interest owner as herein prdvided 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 royaTty
interest not taken in kind shall‘be made by working interest owners
responsible therefore under existing contracts, laws and regu]atiohs, or
by the Unit OpErator, on or before the last day of each month for unitized
substances produced during the preceding calendar month; provided,
however, that nothing herein contained shall operate to relieve the
lessees of' any land from their respective lease obligations for the
paymént of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is intro-
duced into any participating area heraunder, for use in repressuriig,
stimulation of production, or increasing ultimate recoveny; in conformity
with a plan of operations approved by the Supervisor, the Commissioner,
and Division, a ]ike amount of gas, after settlement as herein provided
for any gas trqnsferred from any other participating area and with
appropriate dediction 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 wiihdﬁéwal shall be at such time as may be provided in the

approva] p1an of operations or as may otherw1se be consented to by the
Supervisor. the Comm1ssioner and Div1s1on as conforming to good petroleum '
engineering practice; and provided futther, that such right of withdrawal

shall terminate on the termination of,@his unit agreement.

-14-




W W ~N O O » W N R

W W oW W W N NN N NN N NN e
AwNHotocoumm&wmo—aommz;'{;;c’:s:g

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 hy 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 paftiCipéiing 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 Iands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases
cemmitted hereto shal) be paid by working interest owners responsible
therefor under existing-contracts, laws and regulations, provided that
notﬁihg herein contained shall operate to relieve the lessees of any
land from théir respective lease obligations 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 resﬁective leases from the United

States unless such rental or minimum royalty is waived, suspended or
Eéduced by law or by approval of the Secretary or his duly authorized
representative.

Rentals on State of New Mexico lands subject to this agreement
shall be paid. at the rates specified in the respéttive leases.

Witﬁ respect to any Tease on non-Federal land containing provisions
which would terminate such lease unless drilling operations are commenced
upon the land covered thereby within the time thereip specified br

[

g Y I ,
f lg uch diri

rentals are paid for the privilege of deferr

the rentals required thereby shall, nthithstanding 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 dnill-

ing operat1ons are commenced upon the land covered thereby or until some

portion of such land is 1nc1uded within a participating area.

3
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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 or Federal laws or regulations. ’

17. DRAINAGE. The Unit Operator shall take such measures as the
Supervisor and Commiscioner 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 cbntracts
relating to exploration, drilliﬁg, 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
provision hereof, but otherwise to remain in full force and effect; Ehd
the parfies hereto hereby consent that the Secretar§ 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 drill-
ing, producing, rénta], minimum royalty and royalty requirements of
Federal an& State leases committed hereto and the reguTatioﬁs in respect
thereto to confdrm said requirements to the provisions of this agreement,
and, without limiting the generality of the foregoing, all leases,
subleases, and contracts are particularly modified in accordance with
the following:
a) The development and operation of lands subject to this
agreement under the terms hereof shall be de;med fu]i performance>
of all obligations fqr)development and oﬁeratiOn with respect to
each and every separaiely owned tract subject to this‘agreemept,
f_regérdTess~of whether there is any development of any particular
tract of the unit area.
b) Drilling andjproducing operations performed hereundeb
. 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 i
unitized land, and no 1e$se shall be deemed to expire by reason of
“failure to drill or produce wellg"situated on the land therein

embraced.,
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‘date of the term of such lease, or in the event actual drillfng

as oil or gas is produced in paying quantities in accordance with

" the provisions of the Mineral Leasing Act Revision of 1960.

- beyond any such term so provided therein so that it shall be continued

c) Suspension of dri]11ng or producing operations on all
unitized lands pursuant to q1rection or consent of the Secretary
and Commissioner or their duly authorized representatives shall be
deemed to constitute such suspension pursuant to such direction or
consent as to each and every tract of unitized land. A suspension
of drilling or producing operations limited to specified lands
shall be applicable only to such lands.

~d) Each lease, sublease or contract relating to the explora-
tion, drilling, development or .operation for oil or gas of lands
other than those of the United States or State of New Mexico com-
mitted to this agreement, which, by its terms might expire prior to
the termination of this agreement, is hereby extended beyond any
such term so provided therein so that it shaill be continued in full
force and effect for and during the term of this agreement.

e) Any Federal lease for a fixed term of twenty (20) yeérs
or any renewal thereof or any part of such lease which is made
subject to this agréement shall continue in force beyond the term
provided therein until the termination hereof. Any other Federal
lease committed hereto shall continue in force beyond the terh S0
provided therein or by law as to the land committed so long as such
Tease remains subject hereto, provided that production is had in

paying quantities under this unit agreement prior to the expiratioh

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 1ease shall be extended for two years and so long thereafter

f)  Each sublease or contract relating to the operation and
development of uniiézed substgnces from lands of the United States -
committed to this agreement,’thCh by fﬁs terms Qould expire prior
to the time at which the underlying lease, as extended by the

immediété]y preceding paragraph, will expire, is hereby extended
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in full force and effect for and during the term of the underlying
lease as such term is herein extended.

.g) Any lease embracing lands of the State of New Mexico
which {s made subject to this agreement, shall continue in force .
beyond the term_provided iherefn as to the lands”committed hereto
until the term%nation hereof, subject to the provisions of subsec-
tion (c) of Section 2 and subsection (i) of this Section 18.

h) The éegregation of any Federal lease committed to this
agreement is governed by the following provisions {n 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 thg term thereof but for not‘IeSS’than two years
from the date of Suth segregation and so long thereafter.as oil or
gas is produced in paying quantities."

i) Any lease embracing lands of the State of New Mexico
having only a portibn'oftits lands committed hereto, shall be
segregated as to the portion committed and the portion not committed,
and the provisions of such'leasé shall apply separately to such’
segregated portions commencing as ofAthe effective date hereof;
provide&, however, notwithstanding any of the provisions of this
agreement to the contrary aﬁy'lease embracing lands of the State of
New Mexico having only a portion of its lands committed hereto
shall continue in fUii’fGrCe and ‘effect beyond the term provided
therein as to al) lands embraced‘ihksu;h lease, if.oiI or gas fs
discovered and is cap;b1e of being‘produceé in p&ying quantitfes
from some part of the lands embraced in such lease at the expira-
tion of the secohdary term of such lease; or if, at ‘the expifatfén
of the secondaryktérm, the 1e$seet;r Unit Operator'fs theﬁ éhgaged

in bona fide drilling or reworking 0peraiions on SOme'part“df'the'

f
A F




1 lands embraced in such lease, the same, as to all lands embraced
2 therein, shall remain’in full force and effect so long as such
: 3 operations are being diligently prosecuted, and if they result in
4 the production of o1l or gas, said lease shall continue fn full
A 5 force and effect as to all of the lands embraced therein, so long
6 thereafter as oil or gas in paying quantities is heing produced
7 from any portion of said lands.
] 8 | J) Any lease, other than a Federal Tease, having only a '
' 9 portion of its lands committed hereto shall be segregated as to the
10 portion committed and the portion not committed, and the provisions
11 of such lease shall apply separately to such segregated portions
12 commencing as of the effective date hereof. In the event any such )
} 13 lease provides for a lump sum rental péyme}nt, such payment shal 1' be
- ‘ 14 prorated between the portions so segregated in proportion to the
: 15 acreage of the respective tracts.
16 19. COVEN’ANTSyRUN WITH LAND. The covenants herein shall be con-
17 strued to be covenants running with the land with respect to the interest
i 18 of the parties hereto ’and their successors in interest until this agree-
; " 19 ment terminates, and any grant, transfer, or conveyance of interest in
; 20 land or leases subject hereto shall be and hereby is conditioned upon
21 the kasvsumptiOn of all privileges and obligations hereunder by the grantee,
i 22 transferee or other successor in interest. No assignment or transfer of
23  any worki ng( interest, roya]kty, or other interest subject hereto shall be
24 binding upon Unit Operator until the first day of the calendar month
: 25 after Unit Operator is furnished with the original, photostatic, or
26 certified copy of the instrument of transfer.

: 27 20. 'EFFECTIVE DATE AND TERM. This agréement shall’become effective
) 28 upon appro»)a] by- the Secretary and Commissioner, or their duly authorized
5 29 repres’entatives and 'sh)a‘iTtemﬂiri‘éte ‘fi‘w..a (5) years f:rom'said, effective

30 date unless: 3 > p

31 a)  such éate of expiration is extended by tﬁe Director an»d
; 32 Commissioner, or ‘ _‘ ’
't 33 b). it is reasonably determined prior to the expiration of

34 the fixéd térm or any extension thereof that the unitized land is

35 i‘ncapable of production'o; unitized substances in paying quanti:i:fes




1 in the formations tested hereunder and after notice of intention to
2 terminate the agreement on such ground is given by the Unit Operator
; 3 to all parties in interest at their last known addresses, the
? 4 agreement is terminated with the approval of the Supervisor and the
; 5 ‘Comm1531oner, or
f 6 }c) a valuable discovery of unitized substances has bean made
? 7 or accepted on unitized land during said initial term or any exten-
§ 8 sion therecf, ir which event the agreement shall remain in effect
% 9 for such term and so long as unitized substances can.be produced as
g 10 to federal lands and are being produced as to state lands in guanti-
é 11 ties sufficient to pay for the cost of producing same from wei]s én
§ 12 unitized land within any participating area established hereunder
% 13 ‘and, should production cease, so long thereafter a§ diligent opera-
| 14 tions are in progress for the restoration of production or discoveryl
i 15 of new production and so long thergafter as unitized substances so
: "16 discovered can be produced as aforesaid, or |
17 d) it is terminated as heretofore provided in this agreement.
18 This agreement may be terminated at ahy time by not less than 75
19 per centum, on an acreage basis, of the wbrking'interest owners
20 signatoryfhereto, with the approval of the Supervisor and Commis-
éi sioner; notice of any such approval to be given by the Unit Operator
f 22 to all parties hereto.
: 23 21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Director
24 is hereby vested with authority to alter or modify from time to time in
25 his discretion the quantity and rate of production under this agreement
26 when such quantity and rate is not fixed pursuant to Federal or State

27 law or does not conform to any statewide voluntary conservation or
i 28 allocation program, which is established, recognized and generally

29 adhered to by the majority of operators in such State, such authorit;

SR ]

30 being hereby limited to alteration ur modification in the public interest,
31 the purpose thereof and the public interest to be served thereby to be

32 stated in the order of alteration or modification. Without regard to

33 the foregoing, the Director is also hereby vested with authority to

34 alter or modify from time to time in his discretion the rate of pros-

- 35 pecting and development and the quantity and rate of production under

WL 2
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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 modification shall be effective as
to any land of the State of New Mexico, as to the rate of prospecting
and developing in the absence of the specific written approval thereof
by the Commissioner and as to any lands of the State of New Héx{;o
subject to this agreemént as to the quantity and rate of productioh in
the absence of specific written approval thereof by the Division.
Powers in this section vested in the Director shall only be exer-
cised after notice to Unit Operator and opportunity for hearing to be
held not less than 15 days from notice. | ;

22. APPEARANCES. Unit Operator shafl, after notice to other

'“péfiiéé~éffébtéd, have the rfghf to appear for and on behalf of any and

all interests affected hereby before the Department of the }nterior, the
Commissioner of Public Lands of the State of New Mexico and the 0il
Conservation Division of the Energy and Minerals Department of the State
of New Mekico and to appeal from orders issued under the regulations of
said Department, the Division or Commissioner or tq’apply for relief

from any of said regulations or in'any proceedings Eelative to opera-

tions before the Department of the Interior, the Commissioner, or

‘DiViéion, or any other 1ega11y‘c0n§£%tUteH authority; provided, however,

that any other interested party shall also have the right at his own
expense to be heard in any such proceeding.

23. NOTICES. A1l notices, demands or statéments required here-
uﬁder to be given or rendered to the parties hereto shall be deemed
f?l]y given if given'inVWriting and personally delivered to the party)or
sént by postpaid registered or certified mail, addressed to such party
or parties at their respective addresses set forth in connection With
the éigpatures hereto o:* fo the ratjfigation or consent hereof or to
such other address as any such party may have furnished in writing to 3
party sending thejhotice; demand or statement. |

24, NO WAIVER OF CE_RTAI‘N 'RIGHTS. Nothing in e‘ms" agreement con-
tained shai] be construed és a waiver by any'parﬁy hereto of the right

to assert any-legal or constitutional right or defense as to the validity
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16
17
18
19
20
21
22
23
24
25
26
27
28

29 .

30

!
'32

33
34
35

or invalidity of any law of the State wherein said unitized lands are

- located, or of the United States, or regulations issued thereunder in

any way affecting such party, or as a waiver by any such party of any
right beyond his or its authority to waive.

25, UNAVOIDABLE DELAY. A1l obligations under this agreement
requiring the Unit Operator to commence or continue drilling or to
operate on or produce unitized substances from aﬁy of the lands covered
by this agreement :'iall be éuspended while the Unit Operator, despite
‘the exercise of due care and diligence, is prevented from complying with
such obligations, in whole or in party, by strikes, acts of God, Federal,
State or municipq] law or agencies, unavoidable accidents, uncontrollable
delays in transportation, inability to obtain necessary materials in
‘open market,Aor other matters beyvond the reasonahle control of the Unit
Operator whether similar to matters herein enumerated or not. No unit
obligation which is suspended under this sectioh shall become due less
than thirty (30) days after it has been determined that the suspension
is no longer applicab]e. Determination of creditable "Unavoidable
Delay" time shall be made by the Unit Operator subject to approval of
the Supervisor and Commissione;._

26. NONDISCRIMINATION. In connection with the performance of work
under this agreement, the operator agrees to comply with all of the
prdvisidns of Section’202'(1) to (7) inclusive of Executive Order 11246
(30 F. R. 12319), és amended, which are hereby incorporated'by reference
in this agréement.

27. LOSS OF TITLE. In the event title to any tract of unitized
land shall fail and the true owner cannot be induced to join in tiis
unit agreement, such tract shall be aufomatica?ly regarded as not com-
mitted hereto and there shall be suéh readjusthent of future costs and

aremb A 227
QUL LvILd

benefits as may he reguired on account o & In-
the event of a dispute as to title to any royalty, working'{nterest or
other ‘interests subject thereto, payment or delivery on account thereof
may be withheld without 1iability for interest unt%l the éispute is
ffﬁally settled; provided, that, as to Federal and State land or féases;
no payments of funds due the'Uhited States or:State of New Mexico should

be Qithﬁe]d;‘bUt such funds of the United States shall be deposited as
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directed by the Supervisor and such funds of the State of New Mexico
shall be deposited as directed by the Commissioner to be hefd as unearned
money pending final settlemeﬁt of the title dispute, and then applied as
earned or returned in accordance with such final settlement.

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

28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any
substantial interest in a tract within the unit area fails or refuses to
subscribe or consent to this agreement, the owner of the working interest
in that tract may withdraw saidqfract from this agreement by written
notice delivered to the Superviéor and the Commissioner and the Unit
Operator prior to the approval of thfs agreement by the Supervisor and
Commissioner. Any oil or gés interests in lands within the unit area
not committed hereto prior to submission of this agreement for final
approval may thereafter be committed hereto by the owner or owners
thereof subscribjﬁg or consenting to this agreement, and, if the interest
is a working iniééEEt, by the owner of such interest also subscribing to
the unit operating agreement. After operations are commenced hereunder,
thé 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. Aftef final approval hereof, joinder by a non-
working interest/owner mhsi be consented to in writing by the working
interest owner committed hereto and responsible for the payment of any
benefits that may accrue hereunder in behalf of such non-working inter-
est. A non-working interest may not be committed to this unit agreement
unless the corresponding working interest is committed hereto. Joinder
to the unit agreement by a working interest owner, at ;ny time, must be
accompanied by appropriate jéindeﬁ‘to'fhe unit operating agreement, if
more ihah‘bne COmﬁitted workfﬁg"interest owner is involved, in order for
the interest fo be regarded as committed to this. unit égreement. Except
as may otherwise heréin_be providéd,.subsequent’joinders to this agreement
shal) be effective a%,bf'the fif;t day of the month following thekfifing
iwﬁh'thé SuperviSOr'anthhe Comﬁissfdner‘df du1y executed counterparts

of all or any papers necessary to establish effective commitment of any

4
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26
27
28

29

31

32
33
34

35
36

to be executed and have set oppogité their respective names the date of
execution.
" UNIT OPERATOR AND WORKING INTEREST OWNER
AMOCO PRODUCTION COMPANY
DATE : £
ADDRESS:
: BY:
Attorney-in-Fact
1
' WORKING INTEREST OWNERS
‘ ATTEST:" _ YATES PETROLEUM CORPORATION
DATE: _
ADDRESS: __ | ]
> BY:
ATTEST: - GULF OIL CORPORATION
DATE:
ADDRESS:
BY:

tract to this agreement unless objection to such joinder is duly made
within 60 days by the Supervisor, provided, hoﬁever, that as to State
lands all subsequent joinders must be approved by the‘Commissioner.
29. 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 instrument in writing specifically
referring hereto and shall be binding upon all those parties who have
executed such a counterpart, ratification, or consent hereto with the same
force and effect as if all such parties had signed the éame document and
regardless of whether or nbt it is executed by all other parties owning
or claiming an interest in the lands within the above described unit area.
30. NO PARTNERSHIP. It is expressly agreed that the relation of -
the parties hereto is that of independent contractors and ﬁothing in
this égreement contained, expressed or implied, nor any operations
conducted hereunder, shall create or be deemed to have created a part- ’ ?
nership or asscciation between the parties hereto or any of them. :

IN WITNESS WHEREOF, the parties hereto have caused this agreement
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ATTEST:
DATE:

ADDRESS:

ATTEST:
DATE:

ADDRESS :

ATTEST:

DATE:

ADDRESS:

CR/dq
LR601/F

M. J. HARVEY, JR.

TOM R. CONE

BY:

MESA PETROLEUM COMPANY

BY:




THE STATE OF TEXAS
COUNTY ur HARRIS

The foregoing instrument was acknowledged before me this ____ day of
» b

s 19 Y
as Attorney-in-Fact on beha]f of AMOCO PRODUCTION COMPANY.

My Commission Expires:
Notary PubTic in and for
Harris County, Texas

~

COUNTY OF

The foregoing- 1nstrument was acknow]edged before me this —__._day of
of. YATES PETROLEUM CORPORATION a corporation, on
behalf of said corporation.

My Commission Expires:

Notary Pubiio Tn and for

THE STATE OF
COUNTY OF

The foregoing instrument was acknow]edged before me this day of
"".,5- o i) ]9 by .
iL ¢ RPORATION, corporation, on beha]f
: of said corporation. :

My Commiission Expires:

Notary‘Pub]ic in“and for
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THE STATE OF ___ }
COUNTY OF {

BEFORE ME, a Notary Public, on this day personally appeared
M. J. HARVEY, JR., known to me to be the person whose name {s subscribed
to the foregoing instrument, and acknowledged to me that he executed the
same for the purposes and consideration therein expressed.

GIVEN UNDER MY HAND AND OFFICIAL SEAL this ___ day of
s 19 __ .

My Commission Expires:

Notary Public in and for
‘ County,

PREE)

THE STATE OF i
COUNTY OF i

~ BEFORE ME, a Notary Public, on this day personally appeared
TOM R. CONE, known to me to be the person whose name is subscribed to
the foregoing instrument, and acknowledged to me that he executed the
same for the purposes and consideration therein expressed.

GIVEN UNDER MY HAND AND OFFICIAL SEAL this day of
> 19 . ~ -

My Commission Expires:

Notary Public in and for

County,
THE STATE OF - i
COUNTY OF i _
Thé foregoingignStrugent was acknowfedged before‘me this - day of
of WESA PETROLEUM COMPANY, a ' “—cgrporation; onbenaif =

~of said corporation.

7 o
My Commission Expires: U e ;
- ‘Notary Public in and for

CR/dq
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EXHIBIT "B"
BIG SINKS UNIT AGREEMENT
-25-3, R-31-F and T-26-S, R=31-E, N.M.P.M.
, EDDY COUNTY, NEW MEXICO 2t ‘ .

TRACT . No. of Serial Mo, & Basic Royalty Overriding Royalty & TWorking _ |
HO. Description of Land . Acres txpiration Date Ownership % Lessee of Record Prod. Payment Ownership Interest % -
Township 25 South, Range 31-East | .
1 Section 23: S§/2 820 . NM 16348 USA 12.5% Amoco Production Joyce A. cmnsmyﬁ Amoco: 100%
Section 26: N/2 _ 2-1-83 _ , Company 1/2 of 1% ‘ : .
Section 27: NE/4 _ : K. M. Jdohnston et ux 35
Section 35: S/2 NE/4 NE/4 Eddy Land Co. 1% Production y
Payment ‘of $150.00 per acre _
2 Section 26: SW/4 320 NM Homoo USA 12.5% Gulf 0i1 Corpo- Jean B. Merritt and Gulf: 100%
Section 27: SE/4 10-1-83 ration Robert H. Merritt 5%
3 Section 25: $/2 500 NM 19619 USA 12.5% M. J. Harvey, Jr. None ,A M. J. Harvey,
Section 26: SE/4 1-1-84 ‘ ~ Jr.: 100%°
Section 35: N/2 NE4 NE/4 o o - .
4 Section 34: Ef2 320 NM NpuNo USA 12.5% Tom R. Cone Chloe S. Sims Tom R. Cone:
11-1-83 ; ‘ 6.25%2 : 100%
S. Section 35: All; Save 600 NM 17232 USA 12.5% <mﬂmm Petroleum George B. roxxwmnm and . Yates: 100% °
and Except NE/4 NE/4 ‘ 12-1-82 Corporation Inez Harris Lorraine, 3% ~
> Federal Tracts - 2560.00 Acres - 72.72%
Township 25 South, Range 31-East _
6 Section 36: All 640 L-6527 STATE 12.5% -  MTA rmawwma | None ... MTAS 100%
- 9-1-82 Partnership : A
Township 26 South, Range 31-Fast ; , .
7 Section 2: N/2 320 ‘ LG-05590 STATE 12.5% Yates Petroleum None <wnmmn 100%
; 10-1-82 Corporation o
2 State Tracts - 960.00 Acres - 27.28%
Total 7 Tracts - 3520.00 Acres - 100%
CR/mIm
LR834/C1




BEFORE EXAMINER STAMETS
OIL CONSERVATION DIVISION

Awoce  EXHIBIT NO.

CASE NO. 231/
Submitted by -4 Rapmer

Hearing Date .1:27-%8/

BIG SINKS UNIT AGREEMENT
Eddy County, New Mexlco

22

NM l6348
»

24

o

NM 16348

v
AMOCO
2:1:83

@

NM 16348

GULF
10-1-83 -

O

'NM 19200

N

- NM 19200

GULF
10-1-83.

PT @

i-1-84

MJ. HARVEY Jr.

S

25

M.J. HARVEY Jr.
I-1-84

Mg 3

~ NM 19619

34

TOM R.CONE
11-1-83

2
i,
3
il .

NM 24779

AN TR A AR D NP S

YATES PET.CORP
12:1-82

- NM- 7232

" LEGEND

g ’ ' -.--

UNIT BOUNDRY

FEDERAL LAND

STATE LAND

"=2000

TRACT NUMBER

- 2560.00Ac:
960.00Ac.

FEDERAL LEASE '

NM - !6348
NM-I7232
NM 19200 :

M—196(9
NM ~24779°

72.72%
27.28% g

3520,00Ac.

100.00%

D)
)
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: BIG SINKS UNIT
T-25-S, R-31-E and T-26-S, R-31-E, N.M.P.M,
EDDY COUNTY, NEW MEXICO

Lessee of Record Description of Land Total Acres b4 Unit

Amoco Production Company T-25-S, R-31-E
Section 23: §/2
Section 26: N/2
Section 27: NE/4
- Section 35: S/2 NE/4 NE/4 820 23,2955

Yates Petroleum Corporation T-25-S, R-31-E :
. Section 35: A1, Save and Except NE/4 NE/4

T-26-S, R-31~E

Section 2: N/2 920 26.1364

MTA Limited Partnership T-26-S, R=31-F
: Section 36: Al 640 ‘ 18.1818
M. Jd. Harvey, Jr. 7-25-S, R-31-E |

Section 25: §/2
Section 26: SE/4

Section 35: N/2 NE/4 NE/4 500 14,2045
Gul1f 0i1 Corporation T-25-S, R-31-F
' Section 26: SW/4 , N
\ ~ Section 27: SE/4. | 320 9.0903
Tom R. Cone T-25-S, R-31-E ' |
. Section 34: E/2 : 320 9.0909
3,520 100,0000%
CR/mim A
LR834/C2 | | , BEFORE EXAMINER STAMETS

OIL CONSERVATION DIVISION
| | | .‘ Auweco EXHIBIT NO. 2
| | CASE NO. L2l -

Submitted by LefiKaps
Hearing Date —1-23-71
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United States Department of the Interior

GEOLOGICAL SURVEY

South Central Region
P. 0, Box 26124
Albuquerque, New Mexico 87125

14 JuL 0

Amoco Production Company
Attn: J. E. Harrison

P. 0. Box 3092

Houston, Texas 77001

Gentlemen:

Your application of July 6, 1981, filed with the Deputy Conservation
Manager, 0il and Gas, requests the designation of the Big Sinks unit
area, embracing 3,520.00 acres, more or less, Eddv County, New Mexico,
as logically subject to exploration and development under the unitiza-
tion provisions of the Mineral Leasing Act as amended. ‘

Pursuant to unit plan regulations 30 CFR 226, the land requested as
outiined on your ‘plat marked ""Exhibit 'A' Big Sinks Unit, Eddy County,
New Mexico'" is hereby designated as a logical unit area.

The unit agreement submitted for the area designated should provide for

a well to test the Morrow formation, or to a depth of 16,000 feet. Your
proposed use of the Form of Agreement for Unproved Areas will be accept-
ed with the modifications réquested in your application.

If conditions are such that further modification of said standard form
is deemed necessary, three copies of the proposed modifications with
appropriate justification must be submitted to this office through the
Deputy Conservation Manager, 0il and Gas, for preliminary approval.

In the absence of any other type of land requiring speCIal provisions or
of any objections not now apparent, a duly executed agreément identical
with said form, modified as outl|ned above, will be approved if submit-
ted in approvable status w:phln a reasonable period of time. However,
notice is hereby given that the right is reserved to deny approval of
any executed agreement submitted which, in our opinion, does not have
the full commitment of sufficient lands to afford effective control of
operations in the unit area.

BEFORE EXAMINER STAMETS
olL CONSERVATION DIVISION

, EXHIBIT NO. 3
CASE NO. .23/

Submitted by Lu%: Kiper
i ey nain 7"2?“8,£
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When the executed agfeement Is transmitted to the Deputy Conservation
Manager, Oil and Gas, Albuquerque, New Mexico, for approval, Include the
latest status of all acreage. In preparation of Exhibits "A" and '*3",

‘follow closely the format of the sample exhibits attached to the 1968

reprint of the aforementioned form.

Inasmuch as this unit agreement Involves State land, we are sending a
copy of the letter to the Commissioner of Publfc Lands. Please contact
the State of New Mexico before soliciting joinders regardless of prior
contacts or clearances from the State.

Sincerely yours,

Fo7dames M. Sutherland
Conservation Manager
For the Director

~

CcC.
Commissioner of Public Lands

4
H
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1981

ALEX J, ARMIJO
COMMISSIONER July 15,

Amoco Production Company
P. 0. Box 3092
Houston, Texas 77001

P. O. BOX 1148

Re: Proposed Big Sinks Unit
Eddy County, New Mexico

ATTENTION: My. Charles E. D, Robinson

Gentlemen:

We ‘have reviewed the instruments you left with us regarding the

captioned unit,

The following are some of the corrections that need be made before
we grant approval as to form and content.

- 1. Well name must be changed to "Big Sinks Unit Well No. 1" if this
' is the exploratory well in the unit.

2. Page 20, under (c¢) 1lth line,
to State lands and can be produced as to Federal lands as aforesaid,

"discovered are being produced as
g P

or" (This also appears on 4th and 5th lines under (c).

3. Exhibit "B" should read- Tract 1, Sec 27: NE/4 instead of SE/4.

4, Tract 6, Sec 36, should réad 258~31E instead of 26S-31E.

5. Tract 7 the State lease should be LG-690 instead of LG~630.

6. Tract 6, lessee of Record should be MTS Limited Partnership

instead of Mesa.

When we receive these corrections, we will then consider our approval

as to form and content.

AL%M Date-

BEFORE hXAMINER STAMETS
OIL CONSERVATION DIVISION

Ao EXHIBIT NO. _‘_A__
CASE NO. 2340 .

Submitted by —S:&:
73

-.A

v

Very truly yoﬁrs,

ALEX J. ARMIJO

COMMISSIONER OF PUBLIG LANDS
o ]
BY: g
RAY D. , Director
0il and Gas Division
AC 505-527-2748

SANTA FE, NEW MEXICO 8750!




CERTIFICATION_ DETERMINATION

k.

Pursuant to the authority vested in the Secreiary of\the Iaterior,
the act approved February, 1920, 41 Stat. 437, as amended, 30 U.S{C.
‘secs. 181, et seq., and delegated to the 011'and Gas Supervisors of the
Geological Survey, I do hereby:

A. Approve the attached agreement for the development and

operation of the _ | Biq Sinks

Unit Area, State of " New Mexico

B. 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.

€. Certify and determine that the drilling, produciﬁg, réntal,
minimum roya1ty, and royalty requirements of all Fedgral leases
committed to éafd ag}eement are hereby estab]ighed, a1tered;‘changed,

or revoked to conform with the terms and conditions of this agreement.

Deputy Conservation-Manager, Ofi &nd Gas
United State Geological Survey

| Dated

RN e

Contract Number -

BEFORE EXAMINER-STAMETS
OIL CONSERVATION DIVISION
| S Ducce EXHIBITNO. _=
N n | | CASENO. 234
S ) Submitted by ‘.Gl Ragec

Hearing Date _7-29-3! ,

T e

. CR/dq
~LR601/G

- by




SECTION

(7]

.
5
.

7
8
9

10
n
12
13

UNIT AGREEMENT
BIG SINKS UNIT AREA

EDDY COUNTY, NEW MEXICO
TABLE OF CONTENTS

TITLE
'ENABLING ACT AND REGULATIONS ...ovveevnnrennoaonenns
UNIT AREA ......... et eee ettt e nraieraaeees
UNITIZED LAND AND UNITIZED SUBSTANCES ......... eees
UNIT OPERATOR ..'eevrnreneneenennesennnns e irerieenaes
RESIGNATION OR REMOVAL OF UNIT OPERATOR .............
SUCCESSOR UNIT OPERATOR ............. et reaaas

ACCOUNTING 'PROVISIONS AND UNIT OPERATlNh “AGREEMENT ..

RIGHTS AND OBLIGATIONS OF UNIT OPERATOR ......... cees
DRILLING TO DISCOVERY +evuvvevvnenronennsnaasotnnsss

PLAN OF FURTHER DEVELOPMENT AND OPERATION ...........
PARTICIPATION AFTER DISCOVERY ......ceeevurennnenenns
" ALLOCATION OF PRODUCTION .....evevvnnnns vreenaens
DEVELOPMENT OR OPERATION 'OF NON- PARTICIPATING
LAND OR FORMATIONS ............. ceerenens Civeseenaens
ROYALTY SETTLEMENT ........ cerinerees R
RENTAL SETTLEMENT .. evunvunnnnseeinnnanneenns crreeies
CONSERVATION ...... Ceaeereneruetiseiueserennaranraoey |
DRAINAGE ........ A
LEASES AND CONTRACTS CONFORMED AND EXTENDED ...:.....
COVENANTS RUN WITH LAND ........ Cieeeeseentisestesons
EFFECTIVE DATE AND TERM ........ Ceeeeneaaeas ceeerneas
RATE OR PROSPECTING, DEVELOPMENT AND PRODUCTION .....
APPEARANCES || .. ... iisieeaiiireeesnsosisarantioens
NOTICES ..vvvencvneeiiincanaaceannnes eretiveseiiaeaas
NO WAIVER OF CERTAIN RIGHTS ............ eeeb e
UNAVOIDABLE DELAY «.ovvoeerenenenenssseneresesonnenen
 NONDISCRIMINATION ....ocorreensisunnnnnnne, Coveriis

LOSS OF TITLE +euiivininnnshetionesasinieiionnennen

-
>
o
m

wm'i'wu'mmmmnml

(S
=

13
14
15
16
16
16
19
19
20
21
21
2
.
22
22




TITLE
NON-JOINDER AND SUBSEQUENT JOINDER ..vvvveravennenns
COURTERPARTS v e nevvnsensrunensserasesseennnnneenes
NO PARTNERSHIP .. vnenusenenrannsennronnssnssonnencns

PAGE
23
24
24




UNIT AGREEMENT
 FOR THE DEVELOPMENT AND OPERATION
OF THE
BIG SINKS UNIT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO
NO.

N M DL W ON e

f 8 THIS AGREEMENT entered into as of the 1lst'day of July, 1981 by and
g 9 between the parties subscribing, ratifying or consenting hereto, and

10 herein referred to as the "parties hereto".

11 < WITNESSETH:
ie - WHEREAS, the partiés~harete are the owners of working, royalty, or
other oil and gas interests in the unft 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. 181 et seq., authorizes Federal lessees and

their representatives to unite with each other, or jointly or separately
with others, in 6011ective1y adopting and operating a cooperative or

unit plan of development or”operatibns of ahy oil or gas pool,'fie1d, or
Iikeﬂarea,“or any part:thereof for the purpose of more properly conserv-

ing 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 (Secs. 19-10-45, 46,
47 N.M. Statutes 1978 Annotated) to consent to or approve this agreement

on behalf of the State of New Mexico, insofar as it covers and includes

:Tands‘énd'w?néﬁai5iﬁtere5ts‘0f‘ihe-5tate‘of New Mexico; and
‘ WHEREAS, the 041 Conservation Division of the Energy and Minerals
Depértment of the State of New Mexico is authorized by an Acv of the.
Legisléfure (Article 3, Chapters 70 and 71, 1978 Statutes) to approve '
"this-ag?eemént aﬁd'ﬁﬁe conséhVation provisions hereé?; and
| WHEREAS, the parties hereto hold sufficiént'{htgrestsxin'tﬁe Big

Sinks Unit Area covering the land herefnafter described to give reason-

“ably effective control of operations therein; and




hemne

1 WHEREAS, 1t is the purpose of the parties hereto to conserve natural
2 resources, prevent waste, and secure other benefits obtafnable through
: 3 development arnc-operation of the area subject to this agreenment under
4 the terms, conditions and limitations herein set forth;
5 NOW, THEREFORE, in considerat.'i\bn of the premises and the promises-
" 6 herein contained, the parties hereto commit to this agreemen kBir
7 respective interests in the below-defined unit area, and agree severally
: &6 among th‘emse‘lves as follows:
9 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
Ei 10 February 25, 1920, as amended, supra, and all valid pertinent regulations,
| 11  including operating and unit plan regulations, heretofore issued thereunder
12 or valid, pertinént and rea-s',onab'le regulations hereafter issued thereundér
e i 13 are accepted and made a part of this agreement as to Feaera1 tands,
B . 14 provided such regulations are not fnconsistent with the terms of this
1 15 agreement; and as to non-Federal lands, the ofl and gas operating regu-
16 lations in effect as of the effective date hereof governfng drilling and
17 producing operations, not inconsistent with thé terms hereof or the laws
18 of the State of which the non-Federal land is located, are hereby accepted
19 and made a part of this agreement. } | .
20 -2 UNi'T AREA. The area specified on the map attached hereto
; 21  marked Exhibit "A" is hereby designated and recognized as constituting
_\22 the unitk area, conta'fning 3,520.00 acres, more or less.
‘ 23 Exhibit “A" shows, in addition to the boundary of the unit area,
24  the boundaries and identity of tracts and leases in said area to the
25 extent known’to the Unit Operator. Exhibit "B" attached hereto fs a
26 schedule showing to the extent knownk to the Unit Operator the acreage,
27 percentage, and kind of ownership of oil and gas interests in all land
 28 in the unit area. However, not_hing herein or in sald schedule or map
29 chalibe ce"s*:v'e.ed ac a ,represe.rit?:tfon by any party hereto ’as to the -
30, ownership of any interest other than such interest or interests as are
31' shown in said map or schedule as owned by such party. Exhibfts :“A" and
32 "g" _shal'l be reviséd by the Unit Operator whenever changes ‘.in the unit
 33 are; fender such revision necessary, or when reiiuestéd by the U{l-and
. 34 Gas Supervisbrj. hereinafte:r re’fe;‘;'ed !:o as "SuperVisbr“‘, or when requested
| -35 by the Commissioner of Public Lands of the State Ofvaew Mexico, hereinafter
-2-
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referred to as "Commissfoner", and not less than-five‘copies of the

revised exhibits shall be filed with the Supervisor, and two copfes
thereof- shall be filed with the Commissioner, and one copy with. the 011
Conservation Divisfon of the Energy and Minerals Department of the State
of New Mexfco, herefnafter referred to as “Divisfon".

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

" include therein any additional lands or shall be contracted to exclude

Jands whenever such expansion or contraction {s 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 {ts own motion or on demand of the
birector of the Geological Survey, hereinafter referred to as
“bi}ecior“, or on demand of the Commiss{oner, after preliminary
concurrence by the Director and the Ccmmissfoner, shall prepare a
nbtice;of proposed expansion or contraction deSbribing the contem-
plated ?hanges in the boundaries of the unit area, the reasons
therefore, and the proposed effective date thereof, preferably the
first day of a month subsequent to the date of notice.

b) Said notice shall be delivered tb.the Supervisor, the
Commissioner and the Division 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 submi;sion to the Unit dperator of any objections.

' c) Upon expiration of the 30-déy period provided in the
preceding item (b) hereof, Unit Operator shall file with the
Supervisor, the Commissioner and the DiV?Sion(evidence of mailing
of the ﬁoticevﬁf expansion or contraction and a copy of any objec-
tions thereto which have been filed with thé’Unit Operator, togetﬁer

 with an abﬁl%éaﬁioﬁAfﬁ'éﬁffic{éntiﬁumbéf,‘for approval of sdéh | N
expansion or contraction and with appropriéte Joinders.
' d) After due consideration of ii] pertinent information;'the :
expansion or cbntractiop shall, upon-approval by the Superviser,
the Commissioner and the Division, become effective as of the date

prescribed in the notice thereof.
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e) A1l legal subdivisinns of lands (§.e., 40 acres by
uovernment survey or fts nearest lot or tract equivalent; {n
instances of 1rreguiar surveys unusually large lots or tracts shall
be considered in multiples of 40 acres or the nearest aliquot
equivalent thereof), no parts of which are entitled to te 4na
participating area on or before the fifth anniversary of tne
effective date of the first initiai’pariicipating area established
under this unit agreement, shall be eliminated autvmatically from
this agreement, effective as of said fifth anniversary, and such
lands shall no longer be a part of the unit area and shall no
longer beﬁsubject to this agreement, unless diligent drilling
operations are in progress on unitized lands not entitled to
participétfbn on said fifth anniversary, in which event all such
lands shall remain subject hereto so long as such drilling opera-
tions are continued diligently with not mOrevthan 90 days' time
elapsing between the compTetion of one well and the commencement of
the next well. All legal subdivisions of lands not entitled to be
in a pariicipating area within 10 years after the effective date of
the first initial péﬁtiéipating area approved under this government
shall be automaticél]y eliminated:from this agreement as of said
tenth anniversary. A1l lands proved productive by diligent drilling
operations after the’aforesaid 5-year period shall become partici-
pating in the same manner as during said 5-year perfod. However,

" when such di1igent drillihg,operations cease, all nonparticipating
lands shall be automatically eliminated effective as of the 91st
'day thereafter. The Unit Operator shall, within 90 days after the
effective date of any elimination hereunder, describe the afea $0
‘eliminated to the satisfaction of the Supervisor aﬁd the Commissioner,
» aﬁd prompiTy noi?fy ﬁillpaftiesbfnvihterest. o | .
If conditjons warrant extention of the 10-year period specified iq
this ghbsectjon 2(e), a sihg]e extention'bf not to exceed 2 years may be

accomb]ished by consent pf the owners of 90% of the working fntergsts in

“the current nonparticipating uritized lands and the owners of 60% of the

‘basic royalty interests (exclusive of the basic royalty interests of the

United States) in nonparticipating unitized lards with approval of the




Director and Commissioner, provided such extensfon application is submitted

1
2 to the Director and Cénimissioner not later than 60 days prior to the
3 expiration of said ten-year per{odr-
4 Any expansion of ‘the unit ared pursuant to this section which
5 embraces lands theretofore eliminated pursuarit to this subsection 2(c) .
6 - shall not be consicered automatic commitment or recommitment of such
: 7 lands. \ ;
‘ 8 3.  UNITIZED LANDS AND UNITIZED SUBSTANCES. A1l lands committed
9 to this agreement shall constitute land Eeferred to'herein as "unitized
| ' 10 1and" or "land subjeét to this agreement". Al1 of] and gas in any and
! 11  all formatfons of the unitized land are unitized under the terms of this
7 i 12 agreement and herein are called "unitizéd substances”.
? 13 4. "uN‘f‘r‘i)PER}\TOR. AMOCO PRODUCTION COMPANY is hereby designated
i 14 as‘Unit Operator and by signature hereto as Unit Operator agrees and
; 15 consents to accept the duties and obligations of Unit Operator for ihe
{ 16 discovery, development and production of unitized substances as herein
17 provided. - Whenever reference is made herein to the Unit Operator, such
: 18 referehce means the Unit Operator acting in that capacity and not as an
? 19 owner of interest in unitized substances, and the term "working interest
; 20 owner" when used herein shall include or refer to Unit Operator as the
; 21 owner of a working interest Qhen such an interest is owned by it. ‘ A
g 22 - B, RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall
_% 23 xﬁave the right‘to resign at any time prior to the establishment of a
g 24 participating area or areas hereunder, but such resignation shall not
g 25 become effective so as to ré]ease UnitAOperator from the duties ‘and
% 26 obligztions of Unit Operator and terminate Unit Operator's rights as
' § > 27 such for a period of 6 months aftef notice of intention to resign has
§ / 28 been served by Unit Operator on all working interest owners and the
vg 29 “§dpe;6f56f,‘theVCOhﬁ§§$ibﬁer and the Division, and until all wells then
§ 30 drilled hereunder afé’p1aced in a satisfactory condition for suspensidn
; 31 or abandonmentvwhiéhever is required by the Supervisor as to Federal
§ 32 .lands and by the Commissioner as to State lands, unless a new Unit
g 33 Operator‘shél] have been selected and approved and shall have taken over
§ 34 and assumed f;e duties and obligations of Unit Operator prior io the
% 35 expiration of said period.
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Unit Operator shall have the right to resign in 1ike manner and

subject to 1ike 1imitations as abuve provided at any time a participating
area established hereunder {s in zxistenée, but,, in all instances of
resfgnation or removal, untfl a;sucééssor 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 1iability for any defauit by %t hereunder occurring prior to
the effective date of its resignation.

‘The Unit Operator may, upon default or failure in the performance
of its duties or obligations hereunder, be subject to removal by the
séme percentage vote of the owners of working interests as herein pro-
vided 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 agreement
shall not terminate its right, title or interest as the owner of a
working interest or dfher interest in unitized substances, but upon the
resignation or removal of Unit Operator becoming effective, such Unft
Operatoﬁ shall deljver possession of all wells, equipment, materials and
appurtenances used in conducfing the unit operation§ to the new duly
quaiified successor Unit Operator‘or to the common agent, if no such new
Unit Operator §s elected, to be used for the purpose of'conducting dn1t

operations hereunder. ﬂothing herein shall be construed as authorizing

_removal of any material, equipment and appurtenances needed fbr the

preservation of any weils.

6.  SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
ténder his or its resign;tion ;s Unit Operator or shall/be removed as
herginébo&e provided, ‘or a change of Unit Operator is negotiated by pl
working interest owners, the ownerﬁ;of ihe wofking interéété i;'the'

participating'area or areas according to their respeciive acreage inter-

~ests in such pafticipating area or areas, or.’unti1va~pért1cigating area

‘shall have been established, the owners of the working ihteﬁéqts according
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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 percent of the working interests qualified to
vote are owned by one party to this agreement, a concurring V6te of one
or more additional working interest owners shall be requifed to select a
new operator. Such selection shall not decome effective until
a) a Unit Operator so selected shall accept in wriéing the
duties and responsibilities of Unit Operator, and -
b) the se}ectiph shall have been approved by the Supervisor
and the Commissioner. )

If not successor Unit Operator is selected and qualified as 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 Operatof in conducting unit opératfons here-
under shafl be paid and abportiohed among and borne by the owners of
working interests, all in accordance with the agreement or agreements
entered into by and between the lnit Operator andkthe owners of working
jnterests, whether one or more, separateiy or coT1ectfve1y. Any égree-
n.ant or agreements entered into between the Qorking interest owners and
the Unit Operator as‘brovided in this section, whether one or more, are
herein referred to as the "unit operating agreement". Such unit operat-
ing agreement shall also provide the manner in which the working interest
owners shall be entitled to receive their féspeciive 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

“wofking interest owners as may be agreed upon by'Unit Operator and the

working interest owners; however, no such unit OPerating agreement shall
be deeﬁed‘either to modify any of the terms and conditiohg of this unit .
agreement or to relfeve the Unit Operator'of any right or obligation
established under this unit agreemené. and in césé of any {néon51stency

or conflict between this unit agreement and the unit operating agreement,

" this unit agreement shall govern. Three true-copies of any unit operating
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agreement executed pursuant to this section should be filed with the
Supervisor and two true.copies with the Commissfoner and one true copy
with the Division, prior to approval of this unit agréement.

8.  RIGHTS AND OQLIGATIONS OF UNIT OPEkATOR. Except as otherwise
specifically provided herefn, the exclusive right, privilege, ng duty
of exercising any and all rights of the parties hereto which 6gcés-
sary or c&hveniént for prospecting for, producing, storing, allocating,
and Qistributing-theWunitfzed substances are hereby delegated to and
Sha11 be exercised by the.Unit Operator as herefn provided. Acceptable
evidence of title to said rights shall be deposited with said Unit
Operator and, tggether with this agreement, shall constitute and d2fine
the rights, privileges, and ob1igations of Unit Operator. Nothing
herein, however, shall be construed to transfer title to any land or to
anyrlease 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
oniy 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 adequat- tegt
well at a location approved by the Supervisor, if on Federal land,‘or by
the Commissioner if on State land, unless on such effective date a well
is being drilled canformably with the terms hereof, and thereafter
continue such drilling diligently until the Morrow formation has been
tested or until at a lesser depth unftized substances shall be discovered
which can be produced in paying quantities (to-ﬁit: quantities 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 Comnissioner if located on State Tands, that further drilling of

safd well would be unwarranted or impracticable, provided, however, that
Unit Operator shall not in any event be required to drill said well to a
depth in excess of 16,000 feet. Until the discovery of a deposit of

“unitized substances chpab]é‘of'béing’produced in paying quantities, the

ﬁhit Operﬁtor shall continue drilling one well at a time, allowing not

- more ‘than 6 months between the completion of one well and the beginhing




1 of the next well, until a well capable of producing unitized substances
2 in paying ouvantities s completed to the satisfaction of said Supervisor
3 if on Federal land, or the Commissioner if on State land, or until it is
4 reasonably proved that the unitized land is incapable of pf&dﬁcing
5 unitized substances in paying quantities in the formations drilled
6 hereunder. Nothing fn this section shall be deemed to limft the right
7 of the Unit Operator to resign as prbvided in Section 5 hereof, or as
- 8 requiring Unit Operator to commence or continue any drilling during the
9 period pending such resignation becoming effective in order to comply
10 wf;h:the requiremehts of this section. The Supervisob and Commissioner
11 may modify the drilling ;equiremén%s of this section by granting reason?
12 able extensions of time when, in their opinion, such action is warréhtedf
13  Upon failure to commence any well provided for in this section within
L i 14 the time aIIowed, fncluding any extension of time graﬁted by the Super-
15 visor and the Commissibnér, tﬁis agreement will automatically terminate;“
16 upon failure to continue drilling diligently any well commenced hereunder,
17  the Supervisor and Commissioﬁer may, after 15 days notice to the Unit
18 Operator, declare thfs unjt agreement terminated.
19 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months
| 20 after completion of a well capable of producing unitized substances in
% 21 paying quantities, the Unit Operétpr shall submit fof the approval of
g 22 the Supervisor and the Commissioner an acceptable plan of development
23 and operation for the unitized land which, when approved by the Super-
24 visor and the Commissioner, shall constitute the further drilling and
25 operating obligations of the Unit Operator under this agreement for the
26 period specified therein. Thereafter, from time to time before the
27 expirétiop of any>exiSt1ng plan, the Unit Operator shall submit for the
28  approval of the Supervisor and the Commissioner a plan for an additional
20 specified perfod for the development and 6’;3"e‘ﬁa‘t_ioﬁ“bf"'th”e*"uﬁit‘ized “Tand.
30 Any plan submitted pursuant i§ this section shall provide for the
i 31 exploration of the Unit!zed area and for the diligent drii1ihg necessary
32 for determination of the area or areés thereof capable of producing
33 unitized substances in paying quantities in each aanevery productive
, 34 ;formation and shall be as complete and adequate as the Supervisor, the
35 Commissioner anq Division may determine to be neceSsar&-for timely
2 -9-‘
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productive “in“paying-quantities; aii Tands in sa

development and proper conservation of the of1 and gas resources of the

.unitized area and shall:

a) specify the number and locations of any wé]]s to be
drilled and the proposed order and time for such drilling; and
b) to the extent practicable, specify the operating*?rac-
tices regarded as necessary and advisable for p:oper con: igiibn
of natural resources.
Separate plans may be submitted for separate productive zones, subject
to the approval of the Supervisor, the Commissioner and the Division.
Plans shall be modified or supplemented when hecessary 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. The Supervisor and
Commissfoner are authorized to grant a reasonable extension of the
6-month period herein prescribed for submission of an initial p!én of
development where such action 1s 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 ac-inst
operatiﬁns not under this agreement and such as may be speciffcalIy
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 Tand survey or aliquot

parts thereof, of all land then regarded ac reasonably proved to be

-

-

of the Supervisor and Commissioner to constitute a participating area,

effective as cf the date of completion of such well or the effective

- date of tﬁis unit agreement, whichever is later. The acreages of both

Federal and non-Federal }ahds shall be based upon appropriate cohpdta-
tions from the courses and distances shown on the Tast approVed pub]jc

land survey as of the effective datg of each initial participétiﬁg area.
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Said schedule shall also set forth the percentage of unitfzed substances
1o be allocated as herefn provided to each tract in the participating
area so established, and shall govern the allocation of proauction
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 thereof which fs produced as a
single pool or 20ne, and any two or more participating areas so established
may be combined into one, on abproval of the Supervisor and Commissioner.
When proeuction from two or more participating areas, so established, is
subsequent?y'found to be from a common pool or depos}t said participating
areas shall be combined {nto 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 1ike approval, to include additfonal 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 Super-
visor and Commissioner. No land shall be excluded from a participating
area on account of dep]etion of the unitized substances, except that any

participating area established under the provisions of this unit agreemeni

~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 productive fn
paying quantities, but, regardless of any revision of the‘participating
area: nothing herein contained shall be construed, as requirfng_any
retroactive adjusfment for prodUétiqn obtained prior to the efféctiVe
date of the revision of the participating aree.

In the absence of agreement at any~time~betweén_the Unit Operator

‘and the Supervisor and Commissioner as to the proper definition or
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redefinftfon of a participating area, or until a participating area has,
or areas have, been establiched as provided herein, the portion of 311
payments affected thereby shal) be impounded in a manner mutually accept-
able to the owners of Wbrking interests and the Supervisor and Commissioner,
Royalties due the Unfted States and the State of New Mexico, which shall
be determined by fhe Supervisor for Federal land and the Commissioner
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 aﬁp1ied 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 Commissioner as to wells
drilled on State land, that a well drilled under this agreement is not
capable of production in paying quantities and inclusion of the land on
which it is situated in a participating area is unwarranted, production
from such well shall, for the purposes of settiement among all parties
other than working interest owners, be allocated torthe;Tand on which
the well is Tocated unless such land is already within the participating
area establighed for the pool or deposit from which such production is
obtained. Settiement for working interest benefits from such a well
shall be made as provided fn the unit operating agreement.

12. ALLOCATION OF PRODUCTION. A1l unitized substances produced
from each particfpating area established under this agreement, except
any part thereof used in conformity with good operating practices within

the unitized area for dilling, operating, camp and other production or

- developmént purposes, for repressuring or recycling in accordance with a

plan 6f development approved by the Supervisor and Commissioner, or
unavoidably lost, shail be deemed to be produced eqqﬁ!]y on an acreage
basis from the several tracts of unitized land ‘of thg'particfpating area.
éstab)ished for such production and, for the purpose of HétZrmining any

benefits accruing under this agreement, each such tract of qnitized‘1and

shall have allocated to it such percentage of safd production as the

number of acres of such tract included in said‘pariicipating area bears
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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 pro-~
ductfon-obligations of the respective working interest owners, shall be
on the basis prefcribed in the unit operating agreement wheiher in
conformity with the basis of allocation herein set forth or otherwise.
It is hereby agreed that production of unitized substances~?rom a par-
ticipating area shall be allocated as provided herein regardless of
whether any wells are drilled on any particular part or tract of safd
participating area. If any gas produced from one participating area is
used for repressuring or recycling pdrboses in ;nother participating
area, the first gas withdrawn from such last meﬁtioned participating
area for sale during the 1ife of this agreement shall be considered to

be the gas so transferred until an amount equal to that transferred

~ shall be so produced for sale and such gas shall be allocated to the

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

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATION.
Any party hereto ownfhg or controlting the working interest in any
unitized land having thereon a regular well location may Qith the approval
of the Supervisor as to Federal land or the Commissioner as to State
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 noticé 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 agree-

" ment.

If any wel) drilled as aforesaid by a working interestvowner results

" in production such that the land upon which it is situated may properly

be fncluded 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 Sgreement and the unit operating agreement.

-13;
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If any well drilled as aforesaid by a working interest owner obtains
production in quantities insufficient to justify the fnclusion of the
land upon which such well is situated in a participating area, such well
may be operated and produced by the party drilling the same subject to.
the conservation requirements of this agreement. The royaltiegkjn
tmount or value of production from any such wel) shall be pa:. .5 ;ﬁeci-
fied in the underlying lease and agreement affected.

14. ROYALTY SETTLEMENT. The United States and any State and any
royalty owner who is entitled to take in kind a share of the substances
now unitized 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 fn kind in confbrmity with
the applicable contracts, laws and regulations. Sett?eméht for roya?ty
1nterest not taken in kind shall be made by working interest owners |
responsible therefore under exfstihg contrac%s, 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; proviued,

however, that nothing herein contained shall operate to relieve the
Tessees of any land from their respective Tease obligations for the
payment of anykroya1ties due under their leases.

If gas obtained from lands not subject to this agreement is intro-

duced into any participating area hereunder, for use in repressuring,

“stimulation of production, or increasing ultimate recovery, in conformity

with a plan of operations approved by the Supervisor, the Commissfoner,

‘and Division, a 1ike amount of gas, after settlement as herein provided

. <2
for any gas transterred from any other participating area and with

appropriate deduction for loss from any cause, may be withdrawn from the

formation in which’the gas s fntroduced, #byalty‘freé(as to dry gas,

but not as to any products whitﬁ may be extracted therefrom; provided

,that such withdrawal shall be at such‘time as may be provided in the

approval plan of operations or as may otherwise be consented to bifthe .
Supervisor, ihe'Commissioner and Divisfon as conforming to good petroleum
engineering practice; andkprovided'further. that such right of withdrawal

shall terminate on the termination of this unit agreement.

~14-
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Royalty due the United States shall be computed as provided in the
sperating regulations and pafd 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 spéciffed in the

respective Federal leases, or at such lower rate or rates as may be

- authurized hy 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
Tease.

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

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases
committed hereto stall be pald by working interest owners responsible
therefor under exi?ting contracts, laws and regulations, provided that
nothing herein contained shall operate to relieve the lessees of any
land from their respective lease obligations 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, sdspended or
veduced by law or by approval of the Secretary or his_duIy authorized
representative. k |

Rentals on State of New Mexico lands subject to fhis agreement
shall be paid at the rates specified in the respédtive leases.

With respect to any lease on non-Federal land contaihing’provisions
which would terminate such lease unless drilling operatfons are commenced
upon fhé'land co;ered thereby within the time therein specified or

e of deferring ciich drilling operatienc,.

N 441
2 - -~ r>

enitals eve pala-Tor the privi
the rentals required thereby shal), notwithstanding any other provisions . .
of this agreement, be deemed to accrue and bécome payable dufing the

»term thereof as extended by this agreehent and until the required drfll-

" ing operations are commenced upon the Jand covered”theréhy or until some

portion of such land is included within a participating area.

-15-
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16. CONSERVATION. Operations hereunder and production of unitized
substances shall be conducted ta provide for the most economical and
efficient récoyeny of said substances without waste, as defined by or
pursuant to Staie 6r Federal laws or regulations.

17. DRAINAGE. The Unit Operator shall take such measureghis the
Subervisor and Commis:ioner deem appropriate and adeguate to ; ';e;t.
drainage of unitfze& substances from unitized land by wells on land not
subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditionsvand provisions of all leases, subleases and other contracts
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
provision hereof, but otherwise to remain in fd11 force and effect; and
the parties hereto hereby consent that the Secretary as to_federai
leases and the Commissioner as to State leases shall and each by his
approval hereof, or by the approval hereof by their dutly authorized
representatives, do hereby establish, alter, change or revoke the drill-
fng,\producfng, rental, minimum royalty and royalty requiremei..s of
Fede;al and State leases committed hereto and the regulations in respect
thereto to conform said requirements to the provisions of this agreement,
and, without limiting the generality of the foregoing, all leases, '
subleases, and contrécts are partiehlarly modified in accordance with
the following:

a) The development and operation of Tands subject to this

.agreemént under the terms hereof shall be deemed full performance

of all obligations for development and opéraiiOn with respect to

each and evehy separately owned tract subject to thiS‘agreemeht,

tract of the unit area.
. b) Drilling and producing operations performed hereunder

. qpon any tract Qf unitized and will be accepted and dee@ed*to be
performed upon and'for’the'benefjt of each and every tract of
uﬁit%zed land, aqd no lease shall be deemed to expire by reason of

“‘failure to drill or produge wells situateq on the land thé}ein

embraéed.




c) Suspension of drilling or producfng operations on all
unitized lands pursuart to dire:tion or consent of the Secretary
and Commissioner or their duly authOrizedvrepﬁéséﬁtat1ves shall be
deemed to constitute such suspension pursuant to such difection or
consent as to each and every tract of unitized land. A suspension

of drilling or producing operations 1imited to specified lands . L

sha11 be applicable only to such lands.

d) Each lease, sublease or contract relating to the explora-

W O ~N O v bW N

tion, drilling, development or operation for oil or gas of lands

other than those of the Unfted States or State of Kew Mexico com-

oy
o

mitted to this agreement, which, by its terms might expire prior to

=
N e

the termination of this agreement, is hereby extended beyond any

sdch term so prodided therein so that it shall be continued in full

Pt
(7]

force and effect for and during the term of this agrégmeht.

nd
&

E) Any Federal lease for a fixed term of twenty (20) years

il
[
o

16 or any renewal thereof or any part of such lease which is made
17 subject to this agreément shall continue in force beyond the term
18 provided therein untii the termination hereof. Any other Federal
5 15 lease committed hereto shall éontinue in force beyond the term so
» 20 providéd therein or by law as to the land committed so long as such
21 lease remains subject hereto, provided that production is had in
: 22 paving quantities under this unit agreement prior to the expiration
| 23 date of the term of such‘]ease, or in the event actual drf11ihg
% 24 operations are commenced on unitized lands, in accordance with the
25 prOviéions of this agreement, prior to the end of the pfiméry term
26 of such lease and are being diligently prosecuted at that time,
27 such lease shall be extended for two years and so long thereafter
28 as oil or gas is produced in paying quantities in accordance with
29 Vthe provis\ons of the M1nera1 Leasing Act Revision of 1950.
30 f)  Each sublease or contract relating to the operation and
; 3l development of unitized substances from lands of the United States
§ 32 committed to this agreement wh1ch by its terms would expire prior
a3 . to the time at which the underlying lease as extended by the
34 {mmediately preceding ‘paragraph, will expire, is hercby extended
' 35 ‘beyoﬁd any such term so provided therein so that it shall be continued




| 1 in full force and effect' for and during the term of the underlying
2 leace as such term is herein extended.
3 g) Any lease embracing lands of the State of New Mexico
4 which’is made subject to ihis agreemeni, shall continue fn'force,
5 beyond the term provided therein as to the lands committed hereto
6 until the termination hereof, subject to the provisions of subsec-
7 tion (c) of Section 2 and subsection (§) of this Section 18.
8 h) The segregation of any Federal lease committed to this '
9 agreement §s governed by the fol'l\owing provisions in the fourth
r 10 paragraph of Sec. 17(j) of the Mineral Leasing Act, as amended by
11 the Act; of September 2, 1960 (74 Stat. 781-784): "Any (Federal)
12 lease heretofore or hereafter committed to any such (unit)‘ plan
13 embracing lands that are in part within and in part outside of the
14 area covered by any such plan shall be segregated into separate
15 leases as to the lands committed and the lands not committed as of
16 the effective date of unitization: Provided, however, That any
17 ~such tease as to the nonunitized portion shall continue in force
18 and effect for the @erm thereof but for not less than two years
19 from the date of such -segregation and so long thereafter as oil or
! 20 gas is produced in paying quantities.
21 1)  Any lease embracing lands of the State of New Mexico
22 having only a portion of its lands committed hereto, shall be
23 segregated as to the portion committed and the portion not committed,
24 and the provisions of such lease shall apply séparate'ly’ to such
25 segregated portions commenciﬁg as of the ef‘fectfve date hereof;
26 provided, however, notwithstanding any of the provisions of this
27 agreement to the contrary any lease embracing lands of the State of
28 New Mexico having only a -portion of its. lands committed hereto
29 " shall continue in full force and effect beyond the term provided
30 therein as to all lands embraced in such Ieage, if of1 or gas,is
31 discovered and is capable of be1n§ produced in‘pa)}éing quantitfies
32 .from some part of the Tands embraced in such lease at the expira-
33 tion of the secondary term of such 1Ieasé; or if, at the expiration
34 :(;f the seéohdary term, the lessee or Unit Operator is then engaged
35 in lu)qzna”fi‘dé drilling or reworking operations on some ‘par:‘.t of the

-
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lands -embraced in such lease, the same, as to all lands embraced
therein, shall remain in full force and effect. so long as such
operations are being diligently prosecuted, and if they result in
thé production of o1l or gas, said lease shaii continue fn full
force and effect as to all of the lands embraced thérein, so long
thereafter as 011 or gas in paying quanti;ies is heing produced
from any portion of said lands.

j) Any lease, other than a Federal lease, haying 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 sha11\app1y sepérate1y to such segregated portions
commencing as of the effective date hereof. 1In-the event any such ~
lease provfdes for a Tump sum rental payment, such payment shall be
prorated between the portionﬁ so segregated in proportion to the
acreage of the respéctive tracts.

19. COVENANTS RUN WITH LAND. The covenants herein shall be con-

~ strued to be covenants running with the land with respect to the interest

of fhe parties hereto and thefr successors in interest until this agree-
ment term%nétes, and any grant, transfer, or conveyance of interest in
land or leases subject hereto shall be and hereby fs conditionéd upon

the assumption of all pfivileges and obligations hereunder by the grantee,
transferee or other successor in interest. No assignment or transfer of

any working interest, royalty, or other interest subject hereto shall be

: binding hpon 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 Shéil’tériinété'fiv; (5)'¥eérs‘from"SE{&;é?féCifvé
date unless:

a) such date of expiration is extendedqby the Director and
A Commissioner, or ‘
| b) it is reasonably determfned priof to ihe expiration of

the fixed term or any extension theréof that the unitized land is

incapabie of production of unitized substances in paying quantities -
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in the formations tested hereunder and after notice of intention to

terminzte the acreement on such ground is given by the Unit Operator

to all parties in interest at thefr last known addresses, the
agreement is terminated with the approval of fhe Supervisor and the

Commissfoner, or | : -

c) a valuable discovery of unitized substances has ceQn made
or accepted on unitized land during said initial term or any exten-
sfon thereof, in which event the agreement shall remain in effect
for such term and so ong as unitized substances can be produced as
to federal lands and are being produced as to state lands in quanti-
ties sufficient to pay for the cost of producing same from wells on
unitized 1and within any participating area established hereunder :
and, should production cease, so Jong thereafter as diligent opera-
tions are in progress for the restoration of production or discovery
of new production and so long thergafte; as unitized substances so
discovered can be produced as aforesaid, or

d) it s terminated as heret;fore provided in this agreement.,
This agreement may‘be ierhinated at any time by not less than 75
per centum, on an acreage basis; of the working 1nte§est 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 éarties hereto. .

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Direcfor
is héfeby vested with authority to alter or modif§ from time to time in
his discrbtion;the quantitj and rate of production under this agreeMent
when such quantity and rate is not fixed pursuant to Federal or State
law or does not conform to any statewide voluntary conservation or
allocation pfégqam, which is estabiished, ré&ognized and gener&lly |
adnered to by the majority of operators fn such State, such authority
being her@hy limited to alteration or hod?ficatfon in the public inferest,
the purpose thereof énd‘the public interest to be served thereby to be
stated;in the order of alteration or‘modification. Hitﬁout rééarq to
the-fofégoing, the Diréctor it also hereby vested wfthF;uthOrfty to

alter or modify from time to time in his(discretion the rate of pros-

 pecting and development and the quantity and rate of production under

- -20-
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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 modification 55511 be efféctive as
io any land of the State of New Mexico, as to the rate of prospecting
and developing in the absence of the specific wrftten approval therecf
by the Commissioner and as to aﬁy lands of the State of New Mexf;o
subjéct to this agreement as to the quantity and rate of productfon in
the absence of specific written approval thereof by tihe Division.

ﬁowers in this section vested in the Director sha11 only be exer-
ciséd after notice to Unit Operator and opportunity for hearing to be
held not'less than 15 days from notice.

22. APPEARANCES. Unit Operator shall, after notice to other

" parties aff@cted, 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.Oil
Conservation Division of the Energy and Minerals Department of the State
of New Mexico and to appeal from orders issued under the regulations of
said Department, the Division or Commissioner or to apply for relief
from any of said regulations or in any proceedings relative to opera-
tions before the Departmént of the Interior, the Commissioner, or
Division, or any other legally constituted authﬁrity; provided, however,
that any other interested party shall also have the right at his own
expense to be heard in any such proceeding. '

23. NOTICES. A1l notices, demands or statéments required here-
,uhder‘tO‘be given or rendered to the parties hereto shall be deemed
fu111)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 Torth in conneciion with

the signatufes hereto or Eo the ratification or-’consent hereof or to
such other address as any-such pavty may have furnished in writing fo
party senafngbthe notice, demand or statement. ‘

24. NO wAjvgk OF CERTAIN RIGHTS.- Npthing’in;tﬁjs agreement con-

tained shall be construed as a waidérrby'anykpartyjhergtd of the right s

to assert any legal or constitutional right or defense as to the validity
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* benefits as may be regiireéd on account o

or fnvalidity of any law of the State wherein said unitized lands are
located, or of the United-Stateg, or regulations {ssued thereunder in
any way affecting such party, or as a waiver by‘any such party of any
right beyond his or its authority to wafve,

25. UNAVOIDABLE DELAY. Al1 obligations under this agreemspt-
requiring the‘Unit Operator to commence or continue d§1ling :o‘
operaie on or produce unitized substances from any of the lands covered
by this agreement shall be suspended while the Unit Operator, despite
the exercise of due care and diligence, is prevented from complying with
such obligatfohs, in whole or in party, by strikes, acts of God, Federal,
Stat; or municipal law or agencies, unavoidable accidents, uncontrollable
delays in transportation, inability to obtain necessary materials in '
open market, or other matters beyond the reasonable contro]l of the Unit
Operator whether similar to matters herefn enumerated or not. No unit
obligation which is suspended under this section }ha11 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 sgbjéct to approval of

~

the Supervisor and COmmisgioner.

26. NONDISCRIMINATION. In connection with the performance of work
under this agreement, the operator agrees to comply with all of the |
provisions of Séction‘202 (i) to (7) inclusive of‘Executivg Order 11246
(30 F. R. 12319), as amended, which are hereby incorporated by reference
in this'agreément.

27. LOSS OF TITLE. 1In the event title to any tract of unitized
land shal) fail and the true owner cannot be 1nduged to join in this
unit agreemént, such tract shall be automatica1ly’regarded as not com-
‘mitted hereto and there shall be such readjustment of future costs and

£ such title, In

- . -~ - Yama a s
1 IVII Wi @ovMwil " ws -

the event of a dispute as té tftie to any royalty, working interest or

other interests subject théreto; ﬁaymént or delivery on account thereof‘
ma} be withheld ﬁiihbut 1Habi 1ty for interest until the dispute 1sz: U
finally settled; provided, that, as to Federal and State land or leases,
no payments of funds”du; the Unfted States or State of New Mexico should

" be withheld, but such funys”of the United States shall be depo{ited as
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divected 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 tille dispute, and then applied as
earned or returned in accordance with such final settlement.

Unit Operator as su;h is relieved?frOm any responsibility for any
defect or failure of ény title hereunder. _ "

28. NON-JOINDER ANOD SUBSEQUENT JOINDER. 1If the owner of any
substantial interest in a tract within the unit area fails or refuses to
subscribe or consent to this agreement, the owner of the working interest
in that tract may withdraw said iract 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 ofl or gas interests in Jands within the unit area

not committed hereto prior to submission of this agreement for final

approval may thereafter be committed hereto by the owner or owners

thereof subséribing or consenting to this agreement, and, if the interest

is a working interest, by the owner of such fnterest also subscribing to
the unit operating agreement. After operations are commenced hereunder,
thé right of subsequent joinder, as provided in this séction, 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 must be consented to in wfiting by the working
interest owner committed hereto and responsible for the‘payment of any
benefits that may accrue hereunder in behalf of sych non-working inter-

est. ‘A non-working interest may not be committed to this unit agreement

“unless the corresponding working interest is committed hereto. Joinder

to the unit agreement by a working interest owner, at any time, must be
accompanied by appropiiiie joinder to the unit operating agreement, if

mere than one committed working interest oﬁner’is invelved, in qrder for
‘the finterest to be regarded as committed to this unit agreement. Except
_as may otherwise heréin be provided, subsequent joinders to.this agreement.

shall be effective as of the first day of the month following the filing

; 1Q£h4the-5u§ér§1%or and the Commissioﬁ?r of duly executed counterparts

of all or any papers necessary to establish effective commitment of any
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tract to this agreement unless objection to such jofnder 1s duly made
within 60 deys by the Supervisor, provided, howevef, that as to Stéte
lands a1l subsequent joinders must be approved by the Commissioner.

29. 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 instrument in writing specifically
referring hereto and shall be binding upon all those parties who have
executed such a counterpart, ratificstion, or consent hereto with the same
force and effect as if all such parties had signed the same document and
regardless of whether or nbt it is executed by all other parties owning
or 61a1ming an interest in the lands within the above described unit area.

30. NO PARTNERSHIP. It 1s 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 operations
conducted heréunder, shafl create or Le deemed to have created a part-
nership or association between the parties hareto or any of them.

IN WITNESS WHEREOF, the parties'h;reto have caused this agreement

to be executed and have sét opposite their respective names the date of

execution.
" UNIT OPERATOR AND WORKING INTEREST OWNER
| AMOCO PRODUCTION COMPANY
DATE: ’
ADDRESS : N
BY: :
Attorney-in-Fact
WORKING INTEREST OWNERS
ATTEST: : | * YATES PETROLEUM CORPORATION
DATE: '
ADDRESS: ; _ ' ,
‘ : ~ BY: .
ATTEST: GULF OIL CORPORATION
DATE: | ‘ :
ADDRESS:

S
Soor
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ATTEST:

DATE: _
ADDRESS:

ATTEST:

DATE:

ADDRESS:

ATTEST:

DATE:

~ ADDRESS:

CR/dq
LR601/F
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M. J. HARVEY, JR.

BY:

TOM R. CONE

‘BY:‘ t
MESA PETROLEUM'COMPAQY

BY:
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THE STATE OF TEXAS i
COUNTY ur HARRIS {

Thevforegoing 1nstru?5nt wasbacknowledged before me this _____ day of
y .
as Attorney-in-Fact on behalf of AMOCO PRODUCTION COMPANY.

My Commissfon Expires:

Notary Public in and for
Harris County, Texas

THE STATE OF ‘ t
COUNTY OF i
The fbregoing11nstru2ént was acknowledged before me this day of
—_— s 19 __, by ’
of YATES PETROLEUM CORPORATION, a corporation, on

behalf of said corporation.

My Commission Expires: . : | ~
’ ' Notary Public in and for

THE STATE OF i
COUNTY OF i
The foregoing instrument was acknowledged before me this day of
319, by , _
0 _.‘--;‘,vn,ékA.;ﬁﬁ a ‘ ’ corporation, on behalf

of said corporatfon.

My Commission Exﬁiresi e
. Notary Public in and for

3




THE STATE OF __ i

COUKTY OF }

BEFORE ME, a NoZary Public, on this day personally appeared
M. J. HARVEY, JR., Xnown to me to be the person whose name fs subscribed
to the foregoing instrument, and acknowledged to me that he executed the
same for the purposes and consideration therein expressed.

SIVEN UNDER MY HAND AND OFFICIAL SEAL this day of
» ]9 [ ] = .

My Commission Expires:

Notary Pubiic in and for
_ County,

_ | | L THE STATE OF - i
" COUNTY OF | i

BEFORE ME, a Notary Public, on this day personally appeared
TOM R. CONE, known to me to be the person whose name {s subscribed to
"the foregoing fnstrument, and acknowledgéd to me that he executed the
same for the purposes and consideration therein expressed.

i GIVEN UNDER MY HAND AND OFFICIAL SEAL this day of

My Commission Expires:

Notary Public in and for 3

% County,
THE STATE OF l
COUNTY OF i
The foregoing ;nsfrugent was acknowledged before me this i day of
. o MESA PETROLEUM COMPANY, a | T Coryoration; on beral

7 of said corporation. v
% : My Commission Expires: ' .
4 , : ~ Notary Pubtic in and for

- g, ] '
5

] - *
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T-25-5, R=-31-E and T-26-S, R<31-F

EXHIBIT "B"

BIG SINKS UNIT AGREEMENT

EDDY COUNTY, NEW MEXICO

||uu|---:-i---------------------------------u---]--------—-—-—-—-—-—-—-F

RM.P.M,

TRACT . No. of Serial No. & Basic Royalty , . o<mssdaw=ulmo<g~nk,m ,h:osx*:m
NO. Description of Land Acres Expiratior Date Ownership % Lessee of Record Prod. Payment Ovmership Interest ¥ o
Township 25 South, Range 31-East | )

1 Section 23: $/2 820 NM 16348 USA 12.5% Amoco Production = Joyce A, Dechant: Amoco: 1008 -
Section 26: N/2 2-1-83 Company 1/2 of 1% . .
Section 27: NE/4 g K. M. Johnston et ux 35%

Section 35: S/2 NE/4 NE/4 Eddy Land Co. 1% Production |
Payment of $150.00 per acre

2 Section 26: SW/4 320 NM 19200 USA 12.5% Gulf 011 Corpo- Jean B. Merritt and Gulf: 100% u
Section 27: SE/4 : 10-1-83 ration Robert H. Merritt 5% _ !

3 Section 25: S/2 : 500 NM 19619 USA 12.5% M. J. Harvey, Jr. None M. J. Harvey,

Section 26: SE/4 1-1-84 Jdr.:  100%
Section 35: N/2 NE4 NE/4

4 Section 34: E/f2 320 NM 24779 USA 12.5% Tom R. Cone Chloe S. Sims Tom R. Cone:
: r 11-1-83 6.25% 100%

5. Section 35: All; Save 600 NM 17232 USA 12.5% Yates Petroleum  George B. Lorraine and Yates: 100%

and Except NE/4 NE/4 12-1-82 Corporation Inez Harris Lorraine, 3%
5 Federal Tracts - 2560.00 Acres - 72.72%
Township 25 South, Range 31-East
6 Section 36: All 640 L-6527 STATE 12.5% MTA Limited None MTA: vwocu
9-1-82 Partnership
Township 26 Scuth, Range 31-Fast ,
7 Section 2: N/2 320 LG-0690 STATE 12.5% Yates Petroleum None Yates: 100%
10-1-82 Corperation

2 State Tracts - 960.00 Acres - 27.28%

Total 7 Tracts - 3520,00 Acres - 100%

CR/mim
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Docket No. 23-81

Dockets Nos. 25-81 and 26-81 are tentatively set for August 12 and 26, 1981, Applications for hearing must
be filed at least 22 days in advance of hearing date.

DOCKET: _COMMISSION HEARING = MONDAY ~ JULY 20, 1981

OIL CONSERVATION COMMISSION - 9 A,M, - ROOM 205
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

CASE 6892:

(DE HOVO)

Application of Merrion & Bayless for compulasory pooling, Rio Arriba County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the South

- Blanco-Pictured Cliffs Pool underlying the SW/4 of Section 27, Township 24 North, Range 2 West, to

be dedicated to a well to be drilled at a standard location thereon. Algo to be considered will be
the cost of drilling and completing said well and the allocation of the cost thereof as well as
actual operating costs and charges for supervision. Also to be considered will be the designation
of applicant as operator of the well and a charge for risk involved in drilling =aid well.

Upon application of Merrion & Bayless, this case will be heard De Novo purauant to the prov;sxons of
Rule 1220,

i’**ki***i’***ii*********t**itt***ttﬂ****iﬁiﬂ*i’*****mﬂiki****t*ﬂ****tfé*****k************ﬁﬁﬁ*************fc****

Docket No. 24-81

DOCKET: EXAMINER HEARING ~ WEDNESDAY ~ JULY 29, 1981

9 A.M. - OlL CONSERVATION DIVISION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEX1CO

The following cases will be heard before Richard L. Stamets, Examiner, or Daniel S. Nutter, Alternate Examiner:

CASE 7309:
CASE 17310:

= "CASE 7311:

CASE 7280:

CASE 7312:

CASE 7313:

CASE 7314:

Application of Gulf 0il Corporation for a unit agreement, Eddy County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the South Shugart Deep Unit Area, comprising:
3,806 acres, more or less, of State and Federal lands in Towniships 18 and 19 South, Range 31 East.
Application of Amoco Production Company for a unit agreement, Lea County, New Mexico. p
Applicant, in the above~styled cause, seeks approval for the El1 Alto Grande Unit Area, comprising
2,560 acres, more or less, of Federal lands iu Township 22 South, Ranges 33 and .34 East.

Application of Amoco Production Company for a unit agreement, Eddy County, New Mexico.
Apphcant, in the above-styled cause, seeks approval for the Big Sinks Federal Exploratory Unit Area,

“comprising 3,520 acres, more or less, of State and Federal lands in Townships 25 and 26 South, Range

31 East.
(Continued from July 15, 1981; Examiner Hearing)

Application of HbrthVes)c Pipeline Corporation for a dual completion and downhole commingling, Rio
Arriba County, New Mexico. Applicant, in the above-styled cause, seeks authority to dually complete
its Rosa Unit Well No. 77 located in Unit L of Section 33, Township 31 North, Range 5 West, to pro-
duce gas from the Mesaverde formation and commingled Gallup and Dakota production through separate

strings of tubing.

Application of Phillips Petioleum Company for downhole comuingling, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the downhole commingling of Atoka and Morrow
production in the wellbore of its Malaga A Well No. 2 located in Unit D of Section 2, Township 24
South, Range 28 East, Malaga Field.

Application of Phiilips Petroleum Company for downhole commitgling, Eddy County, New Hexico.
Applicant, in the above~styled cause, seeks approval for the downhole commingling of Atoks and Morrow
production in the wellbore of its Drag A Well No. 1 located in Unit C of Section 18, Township 23

South, Range 27 East, South Carlsbad Field. .

. . , J
Applicaticn of Elliott Oil Company for downhole commingling, Rio Arriba County, Néw Mexicc.
Applicant, in the above-styled cause, seeks approval for the downhole commingling of Gallup, Dakota,
and Mesaverde production in the wellbore of its ORA Well No. 1 located in Unit E of Section 21, Town-~

ship 25 North, Range’3 West.




" Please place this item on the Examiner's Hearing Docket of July 29,

Oi. ¢ Ombtn’vA
Amoco Produ:ﬁf&iﬂ,m W?’ON

Houston Region

600 Jeflerson Budding
Posl Office Box 3092
Houston, Texas 77001

Richard E. Ogden

Regional Engineering

33‘1’?’ 1, 1981

File: JCA-986.51NM-2901

Re: Big Sinks Federal Exploratory Unit
Eddy County, New Mexico

The State of New Mexico . NI
Energy and Minerals Department ‘

0i1 Conservation Division

P. 0. Box 2088 )

Santa Fe, New Mexico 87501

Attention: Mr. Joe D. Ramey

Gentlemen:

Amoco Production” Company respectfully requests a hearing for approval of

the Big Sinks Federal Exploratory Unit, Eddy County, New Mexico. The

unit area includes 2560 acres of Federal ‘lands and 960 acres of State

lands located in Sections 23 and 25 (S/2); 26, 35 and 36 (all); 27 and 34

(E/2) of T-25-S, R-31-E and Section 2 (N/2) of T-26-S, R-31-E, Eddy

County, New Mexico. A copy of the proposed unit agreement and plat of

the proposed unit will be furnished to your office prior to the hearing. f;Z o

The Federal AP Com No.1l (660' FNL and 1980' FEL of Section 35, T-25-S, /( @
R-31- E) is drilling and is projected as a Morrow wildcat to 15,875'. . e
This is. the first well to be drilled within the boundary of the proposed K i

exploratory unit.

1981. Any questions can be directed to Mr. David Boatwright, telephone
(713) 652-5472.

Yours very truly, ‘ 3 20 4ii;i
DAB/viw

481/4
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PLICATION OF  AMOCO PRODUCTION COMPANY
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LNIT RGTESIENP,  EDDY | COUNYY, KR4 MEXICO,

CRUOSR OF THE DIVISTON

3Y THE DIVISION:

This cause carie on for hearing et 2 a.m., on July 29

81 L ; . :
19 at Santa Fe, New Mexico, before ExaminerRichard L. Stamets,
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