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HAMAGAN & NANAGAN ,
J. 2o vhite Building = T
Rose: low Mo = oy
Roswll, New .qxico y
tay 15, 1967 s

United States Geological sSurvey
P. 0. Box 1857
Roswell, New Mexico

New Mexico state Land Office
state Land Office Bldg.

santa Fe, New Mexico

New Mexico 0i1 Conservation Commission
state Land Office Bldg.
santa Fe, New Mexico

RE: North Huapache Unit
No. 14-08-0001-8755
Eddy County, New Mexico
Dear Sirs:
We enclose herewith executed in counterparts Requests for Termination
of the North Huapache Unit. All of the Working Intercst owners have

signed this request except John Younger, who only owns one &0-acre
tract or .089286% of the Unit Area.

Yours very truly,

HANAGAN & HANAGAN

By <ZZZ%Z%Z?5ZZ¥00{_~x/

Robert G. Hanagdw), Partner

By %/M/%WW

Hugh E. Hanagan, partner

Enclosure .
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Hanagan & Hanagan
P. C. Box 1737
Roswell, New Mexico

Re: North Huapache Unit
Eddy County, New Mexiace
LERMINATION

ATTENTION: Mr. Robert G. Hanacgan

Gentlemen:

The Commissioney of Public Lands has received by your
letter of May 15, 1967, approval by over 75 per centum, on
an acreage basis, of the Working Interest Ownera to the Term-
ination of the North Huapache Unit, Eddy County, New HMaxico,
as provided for under Section 20 of the Unit Agreement,

The Comnmissioner approves this termination and we assume
the Effective date to be May 15, 1967, please udvige us if
this is not correct. Our approval is subject o like approval
by the United states Geological Survey and the 0il Consexvétion

Commisgsion,

We are enclosging three (3) Cartificates of Tecmination
and alsc a get of ratifications surplus to our needs.

Very txuly yours,

GUYTON B, HAYS
COMMISSIONER OF PUBLIC LANDS

BY:
. Ted Bilberry, Director
ggg{TB/LL/S 0il and Gas Department
Se :

P. 0. BOX 1148
SANTA FE, NEW MEXICO




Hanagan & Hanagan
May 19, 1967
Page 2.

cc: United states Geological Survey
Roswell, Haw Mexico

New Mexico 0il Conservation Commission
santa Fe¢, Hew Mexico
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BEFORE THE OIL CORSERVATION COMMISSION
OF THE STATE OF RBW MEXICO

{IN THE MATTER OF THE HEARING
|CALLED BY THE OIL CONSERVATION
/COMMISSION OF NEW MEXXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 3382
Order No. R-3048

APPLICATION OF UNION QXL COMPANY
{OF CALIFORNIA FOR APPROVAL OF THE
NORTH HUAPACHE URIT AJREBMENT,
EDDY COUNTY, NRW MEXICO.

ORDER OF THE COMMISSIOR

BY THE COMMISSION:

This cause came on for hearing at 9 a,m. on Maxch 9, 1966,

at Santa Fe, New Mexico, bafore Examiner Elvis A, Utz.

NOW, on this 16th day of March, 1966, the Commission, a

quorum being present, having considered the testiwony, the record,
and the recommendations of the Examinex, and being fully advised

in the premises,

YINDE:
(1) That due public notice having besn given as reguired by

law, the Commission has jurisdiction of this causs and the subject
matter thereof. :

(2) That the applicant, Union 0il Company of California,

seeks approval of the North Ruapache Unit Agreement covering
4480 acresg, wore or less, of State and Federal lands described
follows

EDDY COUNTY, NBW MEXICC
TOWHEHRIY 22 SOUTH, RANGE 22 EAST, NMPM
Sectione 13 and 14 All
Sections 23 and 24: All
Sectiona 25 and 26: All
Section 361 Al)

(3) That approval of the proposed unit agreement should

promote the prevention of waste and ths protection of correlative
‘rights within the unit axea.
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CASE Ko, 3382
"Order No. R~-3048 :

IT I8 THEREFORE ORDERED:®

g {1) ‘That the Rorth Huapache Unilt Agreement is hereby approved.
i !
Q {2) That the plan contained in said unit agreement for the
davelopment and operation of the unit araa is hersby approved in
]principle as a proper conservation measure; provided, however,
*that notwithstanding any of the provigions contained in gaid unit
‘aqreement, this approval shall not be consldered as walving or
crelinguishing, in any wmanner, any right, duty, or obligation which
;is now, or may herxeafter be, vestad in the Commisgion to supervise
Jjand control operations for the exploration and development of any
glands committed to the unit and production of oil or gas therefrom,

i (3) That the unit operator shyll file with the Commission
an executed original or executed countsrpart of the unit agreement
‘within 30 days aftex the affective date thereof; that in the svent
of subseguent joinder by any party or expansion or contraction of
‘the unit area, the unit oparator shall file with the Commission
;within 30 daya thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or

lratifiad.

(4) That this order shall becomg effsctive upon the approval
of sald unit agreement by the Commissioner of Public Lands for the
State of New Mexico and the Director of the United Btates Geologi-
cal Survey; that this order shall terminate ipso facto upon the
texrmination of said unit agraements and that the last unit opera-
tor shall notify the Commission immediately in writing of such ‘
termination. ’

(5) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herelnabove
degignated,

STATE OF NEW MEXICO
CONSERVATION COMMISSION

O

édjx M. CAHMPBEL Chairman
,/im{“/) /"ﬂﬁ £

B BAYG f-}embe)v
Alin s |

A, L:'PORTBR, Jx., Mamberxr & Sacretary




GOVERNOR
JACK M, CAMPBELL
CHAIRMAN

State of Netn Mexico
Dil Tonservation ommission

Y \l|]
W,

j“iéh'i
3z i#)
3 ;
S STATE GEOLOGIST

LANO COMMISSIONER
E7EE SAL AR
%, © A, L. PORTER, JR.

GUYTON B. HAYS ) .
MEMB & © puis?t
MBER SECRETARY - DIRECTOR

P. O. BOX 2088
SANTA FE

March 16, 1966

Mr. Clarence Hinkle

Hinkle, Bondurant & Christy Re; Case No. 3382
Attorneys at Law Order No. R-3048
Post Office Box )0 Applicant:

Roswell, New Mexico
UNION OIL CO, OF CALIF.

Dear Sir:

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

Very truly yours,

fz,”@mm, ..

A, 1.. PORTER, Jr.
Secretary-Director

ALP/ir
Carbon copy of order also sent tos

Hobbs OCC X
Artesia 0CC x
Aztec OCC

Other




BEFORE THE OIL CONSERVATION COMMISSION.
A S N
STATE OF NEW MEXICO

52‘1/
APPLICATION FOR APPROVAL OF 3 5,

NORTH HUAPACHE UNIT /
EDDY COUNTY, NEW MEXICO L/J”LL

New Mexico 0il Conservation Commission
Box 2088
Santa Fe, New Mexico

Comes Union 0il Company of California, acting by and
through the undersigned attorneys, Hinkle, Bondurant & Christy,
of Roswell, New Mexico and files herewith three copies of the
proposed Unit Agreement for the Develcopment and Operation of
the North Huapache Unit Area, Eddy County, New Mexico, and hereby
makes application for approval of said Unit Agreement as provided
by law and the rules and regulations of the New Mexico 0il Conserva-
tion Commission, apd in support thercof shows:

1. That the proposed unit area covered by said Unit
Agreement embraces 4480 acres situated in Eddy County, New Mexico,

more particularly described as follows:

Township 22 South, Range 22 East, N.M.P.M,

Section 13 - All Section 25 - All
Section 14 - All Section 26 - All
Section 23 - All Section 36 - All

Section 24 - All
containing 4480 acres, more or less

That of the above described lands 3,520 acres, or 78.571%, are
Federgiﬁlands and 960 acres, or 21.429%, are lands of the Ségg; of
New Mexico.

2. That applicant is informed and believes and upon such
infofmation and belief states that the proposed unit area covers all,
or substantially all, of the geological structure or geophysical

anomaly involved and that in the event of a discovery of oil or gas
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said unit agreement will permit the producing area to be

thereon

developed and operated in the interest of conservation and the

prevention of waste of unitized substances.

3. 1t is contemplated that applicant will be the operator

of the unit area and it is proposed to drill a test well pursuant
to the terms of said unit agreement on the unit area to a depth
sufficient to test the Cisco Canyon formation, but not to exceed

a depth of 8,200 feet.

4, Applicant believes that in the event oil or gas in

paying quantities is discovered on the lands within the unit area,
the pool or field can be developed more economically and efficiently
under the terms of said unit agreement to the end that the maximum
recovery of unitized substances will be obtained and that said
agreement is in the interest of conservation and the prevention of
waste as contemplated by the New Mexico 0il Conservation Commission,

statutes and regulations.

5. That upon an order being entered by the 0il Conserva-

tion Commission approving said unit agreement and after approval
thereof by the Commissioner of Public Lands, an approved copy of
said unit agreement will be filed with the New Mexico 0il Conserva-

tion Commission.
WHEREFORE, the undersigned applicant respectfully requests

that a hecring be held before an examiner on the matter of the

approval of said unit agreement, and upon said hearing the same be

approved by the New Mexico 0il Conservation Commission as being in

the interest of conservation and prevention of waste.
UNION OIL COMPANY OF CALIFORNTA

HINKLE, BONDURANT & CHRISTY 7 o/ Y,
({ Pl ('A(' . /(/1"""/ ot ‘/,-v(’

. 7
:/_,/’[ ‘( :,\ £ L a0 (\ . '/f‘/ { o 1 /.(' - At tor ney ’/’ <,
Attorneys for Applicant ¢
Box 10

Roswell, New Mexico







LAW OFFICES
HINKLE, BONDURANT & CHRISTY

OF COUNSEL:HIRAM M. OOW

CLARENCE E HINXLE
W, E_.BONDURART, JR,
HINKLE BUILDING

5. 6 CHRISTY IV N o
TELEPHONE 622-8510

LEWIS C. COX,uIR. ROSWELL,NEW MEXICO
PAUL W CATON,JR. AREA CODE 505
CONRAD E.COFFIELO ;_y’.‘.-‘ R PosY OFFICE BOoX IO
v V. '\- 3
March 4, 1966 PN ; :

HAROLD L. HENSLEY, JR, iy b
“he

MICHAEL R.OWALLER

0il Conservation Commission

Box 20838
Santa Fe, New Mexico

Re: Examiner's hearing March 9

Case No. 3382
Gentlemen: s .

We enclose 3 copies of Application of Union 0il

Company of California for approval of the North Huapache
Unit, which is set for hearing as indicated above. We
also enclose 3 copies of the form of unit agreement which

3 is to be used.

Yours sincerely,

HINKLE, BONDURANT & CHRISTY

By(i;ézta.w»;aﬁ<>/lé{ 4é<f712<(;M
2l

CEH:cs
Enc.

cc: Union 0il Company ofCalifornia

.




oo SRS S

7,

24

' )
Union ' Unlon {Younger |’
N.M.- 014382 NM.~0181T9 INM-OISITSA
_ 3-31-¢8 10-31- 68 110-31-66,!
. - wn w. ‘f:‘?
@ @ E‘,:
14 13 r"f;
%
%
i
b

L
us. v.s. é
777
Unlon Union, )(.o/nson/t{/‘/--f
N.M.-014302 N.M.~018179 /s-nom/‘ﬁ;
V7ot /S,
3-3i-68 10-31-6¢ , HB}/{-}/‘
4
O ® 204
:v}/é
)z
7

23

T Holl,'\z@
« Anmarezezd
3-31-66, U.S. ' us.
L

22 — ooy
o Ralph Lowse Union Amééla//"
s NM.-04681t NM.-0181T9 V k-41714)

L]

’

2N

_

2

R

W
AR R R RN

NN

Us. U.S. ) State //, ,
Ll J/Z !

i) TI7IT 7777 57

o Amerada Monsan?c:‘a/ Z

‘ K-4171 €-10171 5 i

: Z 6-16-74 H.8. P. Z "
FEDERAL LANDS 3520 ACRES 7 Z 1
. 520 AJRES 7 / / {7 :
Y : N ‘ :Z ‘
/ STATE OF N.M. LANDS 960 ACRES Z . i
: TOTAL® 4,480 ACRES ? {

. Z

s UNIT OUTLINE

O TRACT NUMBER

NORTH HUAPACHE UNIT

EDDY COUNTY, NEWA RE EXAMINER UTZ

EXHIBIT B ABIL CONSERVATION cOmmisSION |
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BEFORE THE OIL CONSERVATION COMMISSION

»? '/‘ -"L"f <
STATE OF NEW MEXICO oo
APPLICATION FOR APPROVAL OF 9 93V
NORTH HUAPACHE UNIT W
EDDY COUNTY, NEW MEXICO

New Mexico 0il Conservation Commission
Box 2088
Santa Fe, New Mexico

Comes Union 0il Company of California, acting by and
through the undersigned attorneys, Hinkle, Bondurant & Chriaty,
of Roswell, New Mexico and f£iles herewith three copies of the
proposed Unit Agreement for the Development and Operation of
the North Huapache Unit Area, Eddy County, New Mexico, and hereby
makes application for approval of said Unit Agreement as provided
by law and the rules and regulations of the New Mexico 0il Congerva-
tion Commission, and in support thereof shows:

1. That the proposed unit area covered by said Unit
Agreement embraces 4480 acres situated in Eddy County, New Mexico,

more particularly described as follows:

Townsghip 22 South, Range 22 East, N.M.P.M.

Section 13 - All Section 25 - All
Section 14 - All Section 26 - All
Section 23 - All Section 36 - All

Section 24 - All
containing 4480 acres, more or less

That of the above described lands 3,520 acres, or 78.571%, are
Federal lands and 960 acres, or 21.429%, are lands of the State of
New Mexico.

2. That applicant is inform2d and believes and upon such
information and belief states that the proposed unit area covers all,
or substantially all, of the geological structure or geophysical

anomaly involved and thst in the event of a discovery of oll or gas




. Tk O IAA S

thereon said unit agreement will permit the producing area to be
daveloped and operated in the interest of conservation and the
preven tion of waste of unitized substances.

3. It is contemplated that applicant will be the operator
of the unit area and it is proposed to drill a test well pursuant
to the terms of said unit agreement on the unit area to a depth

sufficient to test the Cisco Canyon formation, but not to exceed

a depth of 3,200 feet.

4, Applicant believes that in the event oil or gas in
paying quantities ig discovered on the lands within the unit area,
the pool or field can be developed more economically and efficiently
under the terms of said unit agreement to the end that the maximum
recovery of unitized substances will be obtained and that gaid
agreement 1s in the interest of conservation and the prevention of
wagte as contemplated by the New Mexico 0il Conservation Commission,
gtatutes and regulations.

5. That upon an order being entered by the 0il Conserva-
tion Commission approving said unit agreement and after approval
thereof by the Commissioner of Public Lands, an approved copy of
sald unit agreement will bg filed with the New Mexico 011 Congerva-
tion Commigsion,

WHEREFORE, the undersigned applicant regpectfully requests
that a hearing be held before an examiner on the matter of the
approval of said unit agreement, and upon said hearing the same be
approved by the New Mexico Oil Conservation Commission as being in

the interest of conservation and prevention of waste.

UNION O1L COMPANY OF CALIFORNIA

HINKLE, BONDURANT & CHRISTY oy e

; /( ( N / - g By.\/ / R B R S ¢, A/C , x//(,
(,Xth¢ Ve éxjéqu[Qxd Attorney /.
Attorneys for Applicant ¢.)

Box 10

Roswell, New Mexico




BEFORE THE OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO ('

APPLICATION FOR APPROVAL OF 53 Q

NORTH HUAPACHE UNIT /
EDDY COUNTY, NEW MEXICO /

New Mexico 01l Conservation Commission
Box 2088
Santa Fe, New Mexico

Comes Union 0il Company of California, acting by and
through the undersigned attorneys, Hinkle, Bondurant & Christy,
of Roswell, New Mexico and files herewlth three copies of the
proposed Unlt Agreement for the Development and Operation of
the North Huapache Unit Area, Eddy County, New Mexico, and hereby
makes application for approval of said Unit Agreement as provided
by law and the rules and regulations of the New Mexico 0il Conserva-
tion Commission, and in support thereof shows:

1. That the proposed unit area covered by said Unit
Agreement embraces 4480 acres situated in Eddy - County, New Mexico,
more particularly described as follows:

Townghip 22 South, Range 22 East, N.M.P.M.

Section 13 - All Section 25 -~ All
Section 14 ~ All Section 26 - All
Section 23 - All Section 36 - All

Section 24 - All
containing 4480 acres, more or less

That of the above described lands 3,520 acres, oxr 78.571%, are
Federal lands and 960 scres, or 21,429%, are lands of the State of
New Mexico.

2. That applicgnt 1s informed and believes and upon such
information and bellef atates that the proposed unit area covers all,
or substantially all, of the geological structure or geophysical

anomely involved and that in the event of a dig:overy of oil or gas




thereon said unit agreement will permit the producing area to be
developed and operated in the interest of conservation and the
preven tion of waste of unitized substances.

3. It is contemplated that applicant will be the operator
of the unit area and it 1s proposed to drill a test well pursuant
to the terms of said unit agreement on the unit area to a depth
gufficient to test the Cisco Csnyon formation, but not to exceed
a depth of 8,200 feet.

4, Applicant believes that in the event oil or gas in
paying quantities ig discovered on the lands within the unit area,
the pool or field can be developed more econbmieally and efficiently
under the terms of said unit agreement to the end that the maximum
recovery of unitized substances will be obtained and that said
agreement is in the interest of congervation and the prevention of
waste ag contemplated by the New Mexico 0il Conservation Comnission,
statutes and regulations.

5. That upon an order belng entered by the 0il Conserva-
tion Commisgior approving said unit agreement and after approval
thereof by the Commissioner of Public Lands, an approved copy of
sald unit agreement will be filed with the New Mexfco 0il Congerva-
tion Commisgion.

WHEREFORE, the undersigned applicant respectfully requests
that a hearing be held before an examiner on the matter of the
approval of said unit agreement, and upon gald hearing the same be
approved by the New Mexico 011l Conservation Commiseion as being in
the interest of conservation and prevention of waste.

UNION OIL COMPANY OF CALIFORNIA

HINKLE, BONDURANT & CHRISTY //‘, ‘ ¢

(/ i { / By [ ( el LU {f‘- ‘/ FEPRe {((_
B A e 8l C- e, L/?(-C Attorney (Vi
Attorneys for Applicant ¢

Box 10

Roswell, New Mexico
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TERMINATION OF UﬂiT AGREEMENT FOR THE DEVELOPMENT
AND OPERATION OF THE NORTH HUAPACHE UNIT, EDDY COUNTY, NEW MEXICO
No. 14-08-001-8755

KNOW ALL MEN BY THESE PRESENTS:

That the undersigned, being the owners of more than seventy-
five percent (75%) on an acreage basis of the working interests in
and to o0il and gas leasehold interests committed to the Unit Agree-
ment for the development and operation of the North Huapache Unit,
Eddy County, New Mexico, dated February 21, 1966, heretofore approved
by the New Mexico 0il Conservation Commission, the Commissioner of
Public Lands of the State of New Mexico and the Director of the United
States Geological Survey, do hereby agree to terminate said agreement
in accordance with Section 20 thereof, subject to the approval of the
said Commissioner of Public Lands and Director of the United States
Geological Survey.

This instrument may be executed in counterparts, no one of which
need be executed by all parties.,

IN WITNESS WHEREOF, this instrument is executed by the under-
signed parties hereto as of the respective dates set opposite their
signatures.

HANAGAN & HANAGAN
Unit Operator and
Working Interest Owner

DATED: 1967 By 75:45{%2{ éa2A44A&HJ

Robert G. Hanagan, Partner

and

DATED : 1967 By }// 64/ Co M G

E. Hanaganéybartner

WORKING INTEREST OWNERS

UNION OIL COMPANY OF CALIFORNIA /41

DATED:J;%/L;/P 28 1967 By /@% K/'/M//’L/

ohn Hansen
Attorney-in-Fact
619 West Texas
Midland, Texas

AMERADA PETROLEUM CORPORATION

DATED : 1967 By
ADDRESS

ATTEST:

Secretary
MONSANTO COMPANY

DATED : 1967 By, —
ADDRESS

ATTEST:

Secretary
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CBTATE OF 9344/14-.0,./_-_.,_ .

cowrey or S dbprndls ) _

foregoing Instrumit

. Th~
__9_5)__@, av oo "___(; o 1967, by

af Union QYL

. .
safa Corpor

Cofoany of Califvaia, o

ation.

HY COIMIGSTON Bpyuni:

Lort) |

PSR X

S’L‘A\T:': OF —

COUNTY OF _

. _4day of

of Amerada

9L 7 .

S

L
¢

The foreroing Instrument was acknowledged before me this

1967, by

ey widan of Palph

deenre - d

Lowe ,

Tudlependent Buacutors and Trustees

mnder the Last
xlph Lowe, deceased

aclyiowledned before

Will and Testament of

me: this

H

crata covporation, oa

bohalf of

Nl.‘)lu\u . 8IFAN

Sz .2 A .
NOT/RY PUBLIC

Petvoleum Corporation, a

Corporation,

on behalf of said Covporation.

MY COMMIBSTON NXPTIRNS:

NOTARY PUBLIC




STt ofF )
) S8
COUNTY OF )

The foregoing inctrvusont was acknovledged before me this
____day of__ o 1967, by Erma Lowe, Robert M. Turpin, Chavles
1. Mor: nn,lx., He L. Landua, V. H, Van Horn, Jr., James L. Morris, Fred
G. Coodman and Dec M Rose, Indepdendent Executors and Trustees under the
Last Will and Testament of Ralph Lowe, deccased,

NOTARY PUBLIC
MY r‘O.“MIS STON EXPTRYS:

STATE OF Aerd Mecfutd

COUNTY OFm@ /LMMJ

)
) ss:
)

The foreg01nq instrument was acknowledged before me

this /4ol day of PV iac, , 1967, by Robert G. Hanagan

and Hugh E. Hanagan, d/b/a AANAGAN & HANAGAN, a Partnership.

Qldla, Eoto Motathere)

NOTARY PUBLIC
MY COMMISSION EXPIRES:

Dhav 4. /997/

_{'-
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) TERMINATION OF UNIT AGREEMENT FORsTH: DEVELOPMENT
AND OPERATION OF THE HORTH HUAPACHE:UNITh\~DDY COUNTY, NEW MEXICO
No. 14-08-001-875%<

KNOW ALL MEN BY THESE PRESENTS:

That the undersigned, being the owners of more than
seventy~five (75) per cent on an acrcage basis of the working
interests in and to oll and gas lecaschold interests committed
to the Unit Agreement for the development and operation of the
North Hvapache Unit, Eddy County, New Mexico, dated Pebruary 21,
1966, herctofore approved by the New Mexico 01l Conservation Com-
mission, the Commissionve of Public Lande of the State of New Mex-
ico and the Director of the United States Geologlcal Survey, do
hereby agree to terminate said agreement in accordance with Sece
tion 20 thereof, subject to the approval of the said Commissioner
of Public Lands and Dircctor of the United Statea Geologlical Sur-

vey.

This instrument may be cxecuted in counterparts, no one
of which nced be executed by all parties.

IN WITNESS WHEREOF, this instrument 1s oxecuted by the
undersigned parties hercto asg of the respective dates set opposite

their signatures.

UNION OIL COMPANY OF CALIFORNIA
Unit QOperator ,

DATED: 1967 BY

s o John Hansen
P - ATTEST: Attorney=-in-Fact

; R 619 West Texas Avenue
‘ ‘ : Midland, Texas

Secretary

Unit Qpevator and Working Interest Qwner 4

' WORKING INTEREST OWNERS

- ATTEST: | AMERADA PETROLEUM CORPORATION -

BY
Sccretary . ADDRESS

DATE:

ATTEST: MONSANTO COMPANY

i _ . :

! ‘ o : BY '

Secretary . President
ADDRESS




STATE OF

/0

Box 1757
ADDRESSA » ,.,ac// LM g5zl M@%/
ora R, Hall, r.‘ZZ’

iy

ADDRESS
Johu F. Younper

ADDRES S ,
Erma Lowe, widow of Ralph Lowe,
deceased

ADDRESS

Independent Excceutors and Trustees
under the Last Will and Testament of
Ralph Lowe, deceased

"STATE OF

)
) ssi
)

COUNTY OF

The foregoing fnstrument was acknowledged before me this

___day of ' 1967, by

of uUnion 011 Compauy of Cdlifornia, a California corporation, on behalf of -
sald Corporation.

NOTARY PUBLIC :
MY COMMISSION LEXPIRES:

)
.) ss:
GOUNTY OF )
The foregolug Instrument was acknowledged before me this
day of 1967, by ’
‘of Amerada Petroleum Corporation,. a Corporation,

~on behalf of said Corporation.

NOTARY PUBLIC
MY COMMISSTON 1<

(o -— -

-2.
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, TERMINATION OF:UNIT AGRELMENT FOR THE DEVELOPMENT
AND OPERATION OF THE NORTH MURPACHE UNIT, EDDY COUNTY, NEW MEXICO
. No. 14=<b8-001-8755

)

KNOW ALL MEN BY THESE PRESENTS:

That the undersigned, befng the owners of more than
seventy=-five (75) per cent on an acreagr basis of the working
interests in and to oil and gas leaschold I{nterests committed
to the Unit Agrcement for the development and operation of the
North Huapachc Unit, Eddy County, Hew Mexico, dated February 21,
1966, herctofore approved by the Hew Mexico 01l Conservation Com-
mission, the Commissioner of Public Lands of the State of New Mex-
ico and the Director of the United States Geological Survey, do
hereby agree to terminate said agreement in accordance with Sec-
tion 20 thereof, subject to the approval of the said Commissioner
of Public Lands and Director of the United States Geological Sur-

VCY

This instrument may be ‘exccuted in counterparts, no one
of which nced be executed by all partices,

IN WITNESS WHEREOF, this instrument is exccuted by the
undersigned parties hereto as of the respective dates set opposite
their signatures,

UNION OIL CCMPANY OF CALIFORNIA
Unit Operator

DATED: 1967  BY

i Joha Wangen

ATTEST: Attorney-<in-Fact

619 West Texas Avenue
Midland, Texas

Secretary

Unit Opcerator and Working Interest Owner

WORKING INTEREST OWNERS

ATTEST: * AMERADA PETROLEUM CORPORATION

1

: BY .
retary ADDRESS

o
]

C

DATE:

ATTEST: MONSANTO COMPANY

DY

Secretary - President
ADDRES S




ADDRESS

, O

Ora R, Hall, Jr,

ADDRESS

John F. Younper

ADDRESS

-

7
P. O. Box 832 , Tt vcrr . Al S

Erma Lowe, widow of Ralph Lowe,
Midland, Texas 79701 deceased

STATE OF

% L
O T e

era Lowe

Rekst W o

" Robert M. Turpin

(htle, 7.

Charles L. Morgan, U /

7»//(/\ r/[/‘/m Ao/

H. L. Landua

- , /
//'4;/////%/, L >/r) Atq //

V. H. Van Horn, Jr. (/
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Dee H. Rose
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Independent Executors and Trustees
under the Last Will and Testament
of Ralph Lowe, deceased

COUNTY OF

)
.) ss:
)

day of

The foregoing instrument was acknowledged before me this
1967, by ’

of Am_crmla Petroleum Corporation, a Corporation,
on behalf of said Corporation,

NOTARY PUBLIC

MY COMMISSION EXPIRES:

2
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STATE OF

COUNTY OF

The foregolng instrument was acknowledged hofore me this y

day of - 1967, by \
__of Monsanto Company, a Delaware Corporation, on behalf - :

of said Corporation.

|
~ NOTARY PURLIC : i

MY COMMISSION EXPIRES: ‘
i

" STATE OF

)
) ss:
)

COUNTY OF

A The foregoing instrument was acknowlcdged before me this
day of 1967, by Ora R. Rall, Jr. and Edna Yone

Hall, his wife.

' - NOTARY PUBLIC
MY COMMISSION EXPIRES: -

STATE OF )
) S§: .
COUNTY GF ) :
]
., The foregoing instrument was acknowledged before me this ﬁ

day of . 7. 1967, by John F. Younpger. S 1

: NOTARY PUBLIC ;)
MY COMMISSION EXPIRES: . |

STATE OF  ercis
COUNTY OF WAKNQ

. £ The foregoing instrument was acknowlcdged before me this
R4 ~ day of 62?£44,€§ 1967, by ERMA LOWE, widow of Ralph Lowe, deccased. . r

o NOTARY PUBLIC };
MY COMMISSION EXPIRES: v . b

) ‘ ’ |
) Ss: I
) ' L

JOYCE R. LEACIT - Notary Tublie ' : ' ;
IO AN ol Gl County, S'exas ‘ . i
My Commission Expircs June 1, 1967 '
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COUNTY OF #770. /. 0 )

4« The foregoing fustrument was acknowledged before me this
X ¢ - day of AN 1967, by Erma Lowe, Robert M. Turpin, Charles
L. Morgan,Jr., H. L. Landua, V. H, Van Horn, Jr., James L. Morris, Fred
G. Goodman and Pee H Rose, Indepdendent Exccutors and Trustces under the
Last Will and Testament of Ralph Lowe, deceased,

\ / 2
NOTARY PUBLIC

MY COMMISSION EXPIRES:

JOYCS R. LLLACIHT - Mot Tudblle
In and Por Midlamd Conniy, Terusg
My Comuission Fzpires Juue 1, 1957
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TERMINATTON OF -lj[N'[T “{QIU-II-ZMI’.NT FOR THE DEVELOPMENT
AND OPERALIUN OF THE NORTH HUAPACHE UNIT, EDDY COUNTY, NEW MEXXCO
No. 14-88-0001-8755

i

KNOW ALL MEN BY THESE PRESENTS:

That the undersigned, being the owners of more than
seventy-five (75) per cent on A acrcape basis of the working
interests in and to ofl and gas lcaschold intcrests committed
to the Unit Agreement Lot the development and operation of the
Morth Huapache Unit, Eddy County, New Mexico, doated February 21,
1966, herccofore approved by the New Mexico 0il Conservation Com-
mission, the Commissioner of Public Lands of frhe State of New Mexe-
fco and the Divector of the United States Geological Survey, do
hereby agree to terminate said agreement {n accordance with Sec-
tion 20 thereof, subject to the approval of the said Commissioner
of Public Lands and Dircctor of the United Stetes Geologlcal Sur-

vey .

This 1anstrument may be executed in counterparts, no one
of which nced be executed by all parties.

IN QITNESS WHEREOF, this instrument 1s exccuted byAthe
undersigned parties hercto as of the respcctive dates set opposite

their signatures.

UNJION OIL COMPANY OF CALIFORNIA
Unit Operator

DATED: 1967 BY

““John Hansen

ATTEST: Attorney=-in-Fact

619 West Texas Avenue
Midland, Texas

Secretary

Unit Operator and Working Interest Owner I

WORKING INTEREST) OWABRS

AMERADA Im LEUM CORPORAT

BY 1 ‘ DoV ICE LTI
LT ADDREYS  Lodae Ol 4t o 797 O
A0 o 2o¥v :
D. TI:
e
ATTEST: MONSANTO COMPANY
BY
Secretary . . . Presldent
ADDRESS




ADDRESS !

Oora R. Hall, Jr.

ADDRESS

Johu F. Yomgper

ADDRES S B

Erma Lowe, widowv of Ralph Lowe,
deceasnd

ADDRESS

Indcpendent Executors and Trustees
under the Last Will and Testament of
Ralph Lowe, deccaood

STATE OF

)
. ) sss
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of 1967, by ,
of-Unlon 01l Company of California, a Californtia corporation, on behalf of

sald Covporation,

- NOTARY PUBLIC
MY COMMIS:ETON EMPTRES: .

stare of _(Q) 0.4 Monus)
Debeo. ] =
COUNTY OF )

é;(ﬂ The forcgolng instrumcent was acknowledged before me this
day of g 1967, by JOHN P. HAMMOND Ab /e:LAJOLtoq;’
*'of Amerada Pctrolcum/Corporation, a olQ{/€4uL4j1LJ‘£J Corporation,

on behalf of saild Corporation.
IZii&q;Ll,Qé_ :)T, Cz%LJ‘LA«‘LQ\/

NOTARY PUBLIC

MY CO:Q?‘“ION EXPIRES:
_— ,70
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TERMINATION OF UNII;AGREENENT FOR Tili DEVELOPMENT
AND OPERATION OF THE NORT”_“UAPACE# UNIT, EDDY COUNTY, NEW MEXICO
No. :14-08-BD01-8755
L ~

o
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KNOW ALL MIIN BY THESE PRESENTS:

That the undersigncd, befng the owners of move than
scventy-five (75) per cent on an acreape basis of the working
fnterests in and to oil and pas leaschold interests comni tted
to the Unit Agreement for the development and opervatlion of the
North Huapache Unit, Eddy County, New Mexico, dated February 21,
1966, herccofore approved by the New Mexlco ¢il Conservation Com=
wmission, the Commissioner of Public Lands of the State of New Mex-
ico and the Director of the United States Geological Survey, do
hereby agree to terminate said agreement in accordance with Sec-
tion 20 thev~of, subject to the approval of the said Commissioner
of Public Lauds and Dircctor of the United States Geological Sur-

vey.
This instrument may be exccuted in counterparts, no one
of which nced be executed by all parties.

IN WITNESS WHEREOF, this instrument 1s exccuted by‘the
undersigned parties hercto as of the respective dates set opposite

their signatures,

UNION OIL COMPANY OF CALIFORNIA
Unit Operator

DATED; 1967 BY
John Hansen
ATTEST: Attorney-in-Fact
619 West Yexas Avenue
Midland, Texas
Secretary

WORKING INTEREST OW

ATTEST: AMERNDA B
_:;;Zé%fé; BY A&U

L8577 T Secrefary ADDRE:3
A0 o) 2 oo
D. T4
ATTEST: MONSANTO COMPANY
BY
Secretary , . . President
ADDRESS

o el b e i e e e b o S E R i

Unit Operator and Working Interest Owner ;ﬁrmﬂﬂmo

- — .




ADDRESS

Ora R. Hatl, Jv,.

ADDRESS
Johu F. Younper:
ADDRESS
Frma Lowe, widow of Ralph Lowe,
deceased
ADDRESS
T R [}
-
Tudependent Executors and Trustees
under the Last Will and Testament of
Ralph Lowe, dccca.,od
| “STATE OF )
! )  ssi
COUNTY OF )
The foregoing Instrument was acknowledged before me this
day of 1967, by , ' ,
of- Unlon Q11 Company of California, a Cali[oruia corporation, on bchalf of .
sald Corporation, . .
‘ NOTARY PUBLIC .
MY COMMISSTON EXPIRES: :
sraen o QL0 e Mopg)
! .)  ss:
f COUNTY oF Q«M\ )
} gzz Wcrcgolng Instrument was acknowledped before me this
i : O day of 1967, by JOEN P, HAMMOND Ay, Ui, residert,
j ‘of Amerada Petrolcumeornnrminn, a A Corporation,
on behalf of said Corporation,
NOTARY PUBLIC
‘ MY COI*?SSION EXPIRES:
H it 3 0O - 70
: 7
L
: -2-
v
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OF UNIT JAGREEMENT

FOR THLE DEVELOPMENT

'AND OPERATION OF THE MORTH HJAPACHE UNIT, EDDY COUNTY, NEW MEXICO
:No. 14:08-001-8755

KNOW ALL MEN BY THESE PRESENTS:

vey.

That the undersigned, being the owners of move than
seventy-five (75) per cent on an acreage basis of the working
interests i{n and to oll and pas leaschold Interests comnitted
to the Unit Agrecement tor the developmwent and operation of the

North Husapache Unit, Eddy County, New Mcexico, dated February 21,
1966, herctofore approved by the New Mexico Cil Conservation Com-
missicn, the Commissioner of Public Lsnds of the state of New Mex~
ico and the Director of the Unitcd States Geologlcal Survey, do
licreby agree to terminate sald agreement in accordance with Sec-
tion 20 thereof, subject to the approval of the said Commissioner
of Pubiic Lands and Dircctor of the United States Cecologlcal Sur-

Thisz instrument may be exccuted in counterpuaris, no one

of which nced be executed by all parties.

IN WITNESS WHEREOF, this instrument is exccuted by the

undersigned parties hereto as of the respective dates set opposite
thely signatures.

UNION OIL COMPANY OF CALIFORNIA

S ¥

ADDRESS

Unit Operator
< DATED: 1967 BY
: John Hansen
5 ATTEST: Attorney~in-Fact
5 619 West Texas Avenue
! Midland, Texas
: Secretary
Unlt Operator and Working Interest Owner
WORKING INTEREST OWNERS
- ATTEST: AMERADA PETROLEUM CORPORATION -
. BY
Secretary ADDRESS
DATES /
B @ MONSANTQ COMPANY
e -
; v (7)) AL C |
IRy memimeee Attorney-in-Fact :




e —

/
STATE OF_ /Z(,Q,\J

)
( . . ) 88
COUNTY OF <A/izi {e v )

Dl The foregoing instrument was acknowledged before me this
b/)/ - day of ",/;L s) ‘v_g 2 1‘367; b)’ PHRUSUVNGTNINI S OF U T WS
Ahton ity 2i-ioot of Monsanto Company, a Delaware Corporation, on behalf

of said Corporation.

\ (¢ ..
o q o
kﬂligf !<¢<A/C1 1*41 /?;’ (EQ/\
NOT@XY’PUBLIC N '
MY COMMISSION EXPIRES:

JUNE 1, 1967
STATE OF )
) 85:
COUNTY OF )

: The foregoing instrument was acknowledged before me this
day of 1967, by Ora R. Hall, Jr. and Edna lone

Hall, his wife,

' NOTARY PUBLIC
MY COMMISSION EXPIRES:

STATE OF )
) 8S:
COUNTY OF )
The foregoing instrument was acknowledged before me this
day of i 1967, by John F. Younger.,

NOTARY PUBLIC
MY COMMISSION EXPIRES:

STATE OF )
: ) Ss:
COUNTY OF )
The foregoing instrument was acknowledped before me this
day »of 1967, by ERMA LOWE, widow of Ralph Lowe, deceased.

NOTARY PUBLIC

‘MY COMMISSION EXPIRES:
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UNIT ACGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
NORTH HUAPACHE UNIT AREA
EDDY COUNTY, NEW MEXICO

NO.

THIS AGREEMENT made and entered into as of the day of

1966, by and between the parties subscribing, ratifying

or consenting hereto, and herein referred to as the '"parties hereto".
WITNESSELH:

WHEREAS, the parties hereto are the owners of working, royalty,
or other o0il and gas interests iit the unit area subject to this agree-
ment; and

WHEREAS, the Mireral Leasing Act of February 25, 1920, 41 Stat.
437, as amended, 30 U.S.C. Sec. 181 et seq., authorizes Federal lessees
i and their representatives to unite with each other, or jointly or
separately with others, in collectively adopting and operating a
i o cooperative or unit plan of development or operation of any oil or gas
pool, field, or like area, or any part thereof for the purpose of
more pfoperly_conserving the natural resources thereof whenever deter-
mined and certified by the Secretary of the Interior to be necessary
i or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New

Mexico is authorized by an Act of the Legislature (Sec. 7-11-39 N.M.

Statute§_1953 Annotated) to consent to or approve this agreement on
| behalf of the State of New Mexico, insofar as it covers and‘includes
lands and mineral interests of the State of New Mexico; and

WHEREAS, the 0il Conservation Commission of the State of New
Mexico is authorized by an Act of the Legislature (Article 3, Chapter

65, Vol. 9, Page 2, 1953 Statutes), to approve this agreement and

the conservation provisions hereof; and




WHEREAS, the parties hereto hold sufficient interests in the

| North Huapache Unit Area covering the land hereinafter described to
give reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste, and secure other benefits obtainable
through development and operation of the area subject to this agreement
under the terms, conditions and limimtions herein set forth;

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

1. ENABLING ACT AND REGULATIONS: The Mineral Leasing Act
of February 25, 1920, as amended, supra, and all valid pertinent
regulations, including operating and unit plan regulations, heretofore
issued thereunder or valid, pertinent, and reasonable regulations
hereafter issued thereunder are accepted and made a part of this
agreement as to Federal lands, provided such regulations are not
inconsistent with the terms of this agreement; and as to State of
New Mexico and privately owned 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 New Mexico are hereby accepted and made a
part of this agreement,.

2. UNIT AREA: The following described land 1s hereby
designated and recognized as constituting the unit area:

Township 22 South, Range 22 East, N,M,P.lM.

Section 13 - All Section 25 ~ All
Section 14 - All Section 26 - All
Section 23 - All Section 36 - All

Section 24 -~ All
containing 4480 acres, more or less

-2-




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

The above described unit area shall, when practicable, be
expanded to include therein any additional tract or tracts regarded
as reasonably necessary or advisable for the purposes of this agree-
ment, or shall be contracted to exclude lands not within any parti-
cipating area whenever such expansion or contraction is necessary or
advisable to conform with the purposes of this agreement. Such expan-
sion or contraction shall be effected in the following manner:

(a) Unit Operator, on its own motion or on demands of the
Director of the Geological Survey, hereinafter referred to as

"Director', or on demand of the Commissioner, but only after preliminary




TG VTN

concurrence by the Director and the Commissioner, shall prepare a
notice of proposed expansion or contraction describing the contemplated
changes in the boundaries of the unit area, the reasons therefor, and
the proposed effective date thereof, preferably the first day of a
month subsequent to the date of notice.

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

(c) Upon expiration of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Supervisor,
the Commissioner and the Commission evidence of mailing of the notice
of expansion or contraction and a copy of any objections thereto
which have been filed with the Unit Operator, together with an appli-
cation in sufficient number, for approvai of such expansion or con-
traction and with appropriate joinders.

(d) After due consideration of all pertinent information,
the expansion or‘contraction shall, upon approval by the Director,
the Commissioner and the Commission, become effective as of the date
prescribed in the notice thereof.

(e) All legal subdivisions of unitized land (i.e. 40 acres
by Government survey or its nearest lot or tract equivalent in instances
of irregular surveys; however, unusually large lots or tracts shall
be considered in multiples of 40 acres, or the nearest aliquot
equivalent thereof, for the purpose of elimination under this sub-
section) no parts of which are entitled to be in a participating area

within five years after the first day of the month following the




effective date of the first initial participating area established
under this unit agreement, shall be eliminated automatically from
this agreement, effective as of the first day thereafter, and such
lands shall no longer be a part of the unit area and shall no longer
be subject to this agreement, unless at the expiration of saild five-
year period diligent drilling operations are in progress on unitized
lands not entitled to participation, in which event all such lands
shall remain subject hereto for so long as such drilling operations
are continued diligently, with not more than 90 days' time elapsing
between the completion of one such well and the commencement of the
next such well, except that the time allowed between such wells shall
not expire earlier than 30 days after the expiration of any period of
time during which drilling operations are prevented by a matter beyond
the reasonable control of Unit Operator as set forth in the section
hereof entitled ''Unavoidable Delay'"; provided that all legal sub-
divisions of lands not in a participating area and not entitled to
become participating under the applicable provisions of this agree-
ment within 10 years after said first day of the month following the
effective date of said first initial participating area shall be
eliminated as above specified. Determination of creditable ''Unawoidable
Delay" time shall be made by Unit Operator and subject to approval of
the Director and the Commissioner. The Unit Operator shall, within
90 days after the effective date of any elimination hereunder, describe
the area so eliminated to the satisfaction of the Director and the
Commissioner and promptly notify all parties in interest.

If conditions warrant extension of the 10 year period speci-
fied in this subsection 2(e), a single extension of not to exceed 2

years may be accomplished by consent of the owners of 90 percent of
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the current unitized working interests and 60 percent of the current
unitized basic royalty interests (exclusive of the basic royalty
interest of the United States) on a total non-participating acreage
basis, respectively, with approval of the Director and Commissioner,
provided such extension application is submitted to the Director and
Commissioner not later than 60 days prior to the expiration of said
10-year period.

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

3. UNITIZED LAND AND UNITIZED SUBSTANCES: All land committed
to this agreement shall constitute land referred to herein as '"unitized
land" or '"land subject to this agreement". All oil and gas in any and
all formations of the unitized land are unitized under the terms of
this agreement and herein are called "unitized substances".

4. UNIT OPERATOR: Union 0il Company of California, with
offices at Roswell, New Mexico, is hereby designated as Unit Operator
and by signature hereto as Unit Operator commits to this agreement all
interests in unitized substances vested in it and agrees and consents
to accept the duties and obligations of Unit Operator for the discovery,
development and production of unitized substances as herein provided.
Whenever reference is made herein to the Unit Operator, such reference
means the Unit Operator acting in that capacity and not as owner of an
interest in unitized substances, and the term "working Interest owner"
when used herein shall include or refer to Unit Operator as the owner

of a working interest when such an interest is owned by it.
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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 hereunder, but such resignation shall
not become effective so as to release Unit Operator from the dutiles
and obligations of Unit Operator and terminate Unit Operator's rights
as such for a period of six months after notice of intention to resign
has been served by Unit Operator on all working interest owners and
the Director, the Commissioner and Commission and until all wells then
drilled hereunder are placedin a satisfactory condition for suspension
or abandonment whichever is required by the Supervisor as to Federal
lands and by the Commission as to State and privately owned lands
unless a new unit operator shall have been selected and approved and
shall have taken over and assumed the duties and obligations of Unit
Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner
and subject to like limitations, as above provided, at any time a
participating area established hereunder is in existence, but in all
instances of resignation or removal, until & successor unit operator
is selected and approved as hereinafter provided, the working interest
owners shall be jointly responsible for performance of the duties nf
the Unit Operatér, and shall, not later than 30 days before such
resignation or removal becomes effective, appoint a common agent to
vepresent them in any action to be taken hereunder.

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

The Unit Operator may, upoun default or failure in the per-

formance of its duties or obligations hereunder, be subject to removal




by the same percerntage vote of the owners of working interests deter-
mined in like manner as herein provided for the selection of a new
Unit Operator. Such removal shall be effective upon notice thereof
to the Director and the Commissioner.

The resignation or removal of Unit Operator under this agree-
ment shall not terminate its right, title or interest as the owner 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 equipment, materials

and appurtenances used in conducting the unit operations and owned

L}

by the working interest owners to the new duly qualified successor
Unit Operator or to the owners thereof if no such new Unit Operator
is elected, to be used for the purpose of conducting unit operations
hereunder. Nothing herein shall be construed as authorizing removal
of any material, equipment and appurtenances needed for the preser-
vation of any wells.

6. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operatdr
shall tender his or its resignation as Unit Operator or shall be
removed as hereinabove provided, or a change of Unit Operator is nego-
tiated by working interest owners, the owners of the working interests
in the participating area or areas according to thelr respective
acreage interests in such participating area or areas, or until a
participating area shall have been established, the owners of the
working interests according to their respective acreage interests in
all unitized land, shall by majority vote select a successor Unit
Operatér. 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 vote of one or more additional working




interest owner shall be required to select a new operator. Such
selection shall not become effective until:

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

(b) the selection shall have been filed with the Supervisor
and approved by the Commissioner. If no successor Unit Operator is
selected and qualified as herein provided, the Director and Commis-
sioner 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 interests, costs
and expenses incurred by Unit Operatdr in conducting unit operations
hereunder shall be paid and apportioned among and borne by the owners
of working interests all in accordance with the agreement or agree-
ments entered into by and between the Unit Operator and the owners ot
working interests, whether one or more, separately or collectiveiy.
Any agreement or agreements enteredinto 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 operating agreemant shall also provide the manner in which
the working interest owners shall be entitled to receive their respec-
tive proportionate and allocated share of the benefits accruing hereto
in conformity with their underlying operating agreements, leases or
other independent contracts, and such other rights and obligations as
between Unit Operator and the working interest owners as may be agreed
upon by Unit Operator and the working iInterest owners; however, no
such unit operating agreement shall be deemed either to modify any
of the terms and conditions of this unit agreement or to relleve the

Unit Operator of any right or obligation established under this unit




agreement, and in case of any inconsistency or conflict between the
unit agreement and the unit operating agreement, this unit agreement
shall prevail. Three (3) true copies of any unit operating agreement
executed pursuant to this sectiocn should be filed with the Supervisor
and one (1) true copy with the Commissianer, prior to approval of
this unit agreement by the Director.

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 neceééary or convenient for prospecting for, producing, storing,
allocating, and distributing the unitized substances are hereby dele-
gated to and shall be exercised by the Unit Operator as herein provided.
Acceptable evidence of title to said rights shall be deposited with
said Unit Operator and, together with this agreement, shall constitute
and define the rights, privileges and obligations of Unit Operator.
Nothing herein, however, shall be constured to transfer title to any
land or to any lease or operating agreement, it being understood that
under this agreement the Unit Operator, in its capacity as Unit Operator,
shall exercise the rights of possession and use vested in the parties
hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY: Within six months after the
effectivevdate 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 being drilled conformably with the terms
hereof, and thereafter continue such drilling diligently until the

Cisco Canyon formation has been tested or until at a lesser depth

unitized substances shall be discovered which can be produced in
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paying quantities (to-wit: quantities sufficient to repay the costs
of drilling and producing operations, with a reasonable profit) or
the Unit Operator shall at any time establigh, to the satisfaction
of the Supervisor if located on Federal lands, or the Commissioner
if located on State lands, that further drilling of said 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 8,200 feet. Until the discovery of a deposit of unitized
substances capable of being produced in paying quantities, the Unit
Operator shall continue drilling diligently, one well at a time,
allowing not more than six months between the completion of one well
and the beginning of the next well, until a well capable of producing
unitized substances in paying quantities is completed to the satis-
faction of the Supervisor, if on Federal lands, or the Commissioner,
1f on State lands, or until it is reasonably proved that the unitized
land is incapable of producing unitized substances in paying quantities
in the formations drilled hereunder. Nothiiig in thi
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 Director and Commissioner may modify the drilling re-
quirements of this section by granting reasonable extensions of time
when, in their opinion, such action is warranted.

Upon failure to comply with the driliing provisions of this
section, the Director and Commissioner may, after reasonable notice
to the Unit 0pérator and each working interest owner, lessee and lessor

at their last known addresses, declare this unit agreement terminated.
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10. PLAN OF FURTHER DEVELOPMENT AND OPERATION: Within six
months after completion of a well capable of producing unitized sub-
stances in paying quantities, the Unit Operator shall submit for the
approval of the Supervigor and the Commissioner an acceptable plan
of development and operation for the unitized land which, when
approved by the Supervisor and the Commissioner, shall constitute
the further drilling and operating obligations of the Unit Operator
under this agreement for the period specified therein. Thereafter,
from time to time before the expiration of any existing plan, the
Unit Operator shall submit for the approval of the Supervisor and
the Commissioner a plan for an additional specified period for the
development and operation of the unitized land.

é Any plan submitted pursuant to this section shall provide
for the exploration of the unitized area and for the diligent drilling
necessary for determination of the area or areas thereof capable of
producing unitized substances in paying quantities in each and everyi

productive formation and shall be as complete and adequate as the

Supervisor and the Commissioner may determine to be necessary for
timely development and proper conservation of the oil and gas resources
of the unitized area and shall:

(a) specify the number of location of wells to be drilled
and the proposed order and‘ﬁime for such drilling; and

(b) to the extent practicable, specify the operating practices

regarded as necessary and advisable for proper conservation of natural

regources.

Separate plans may be submitted for separate productive zZones, subject

to the approval of the Supervisor and the Commissioner.
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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 com-
plying with the obligations of the approved plan of development. The
Supervisor and Commissioner are authorized to grant a reasonable exten-
sion of the six month period herein prescribed for submission of an
initial plan of development where such action is justified because
of unusual conditions or circumstances. After completion hereunder
of a well capablé of producing unitized substances in péying quantities,
no further wells, except such as may be necessary to afford protection
against operations not under this agreement or such as may be speci-
fically 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 quancticies,
the Unit Operator shall, within the month of such completion, if
practicable, or as soon thereafter as required by the Supervisor or
the Commissioner submit for approval by the Director and the Commissioner
a schedule, based on subdivisions of the public land survey or aliquot
parts thereof, of all unitized land then regarded as reasonably proved
to be productive of unitized substances in paying quantities; all lands
in said schedule on approval of the Director and the Commissioner to
constitute a participating area, effective as of the date of completion
of such well or the effective date of the unit agreement, whichever
is later. The acreages of both Federal and non-Federal lands shall
be based upon appropriate computations from the courses and distances

shown on the last approved public land survey as of the effective date
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of the initial participating area. Said schedule shall also set
forth the percentage of unitized substances to be allocated as herein
provided to each unitized tract in the participating area so established,
and shall govern the allccation of production from and after the date
the participating area becomes effective. A separate participating
area shall be established in like manner for each separate pool or
deposit of unitized substances or for any group thereof produced as

a single pool or zone, and any two or more participating areas so
established may be combined into one with the consent of the owners
of all working interests in the lands within the participating areas
so to be combined, on approval of the Director and the Commissioner.
The participating area or areas so established shall be revised from
time to time, subject to like approval, whenever such action appears
proper as a result of further drilling operations or otherwise, to
include additional land then regarded as reasonably proved to be
productive in paying quantities, or to exclude land then regarded as
reasonably proved not to be productive in paying quantities and the
percentage of allocation shall also be revised accordingly. The
effective date of any revision shall be the first of the month in
which is obtained the knowledge or information on which such revision
1s predicated, provided, however, that a more appropriate effective
date may be used if justified by the Unit Operator and approved by

the Director and the Commissioner. No land shall be excluded from a

. participating area on account of depletion of the unitized substances.

It is the intent of this section that a participating area
shall represent the area known or reasonably estimated to be produc-
tive in paying quantities, but, regardless of any revision of the

participating area, nothing herein contained shall be construed as
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requiring any retroactive adjustment for production obtained prior
to the effective date of the revision of the participating area.

In the absence of agreemeiit at any time between the Unit
Operator and the Director and the Commissioner as to the proper defini-
tion or redefinition of a participating area, or until a participating
area has, or areas have, been established as provided herein, the
portion of all payments affected thereby may be impounded in a manner
mutually acceptable to the owners of wor king interests, except royalties
due the United States and the State of New Mexico, which shall be
determined by the Supervisor for Federal lands and the Commissioner
for State lands and the amount theréof deposited, as directed by the
Supervisor and the Commissioner respectively, to be held as unearned
money until a participating area is finally approved and then applied
as earned or returned in accordance with a determination of the sum
due as Federal and State royalty on the basis of such approved parti-
cipating area.

Whenever it is determined, subject to the approval of the
Supervisor as to wells drilled on Federal land and ﬁhe Commissioner
as to wells drilled on State land, that a well drilled under this
agreement is not capable of production in paying quantities and inclu-
sion of the land on which it 18 situated in a participating area is
unwarranted, production from such well shall, for the purposes of
settlement among all parties other than working interest owners, be
allocated to the land on which the well is located so long as such
land is not within a participating area established for the pool or
deposit from which such production is obtained. Settlement for
working interest benefiis from such a well shall be made as provided

in the unit operating agreement.
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12, ALLOCATION OF PRODUCTION: All unitized substances
produced from each participating area established under this agreement,
except any part thereof used in conformity with good operating prac-
tices within the unitized area for drilling, operating, camp and
other production or development purposes, for repressuring or re-
cycling in accordance with a plan of development approved by the
Supervisor and Commissioner, or unavoidably lost, shall be deemed to
be produced equally on an acreage basis from the several tracts of
unitized land of the participating area established for such produc-
tion aﬁa, for the purpose of determining any benefits accuring under
this agreement, each such tract of unitized land shall have allocated
to it such percentage of said production as the number of acres of
such tract included in said participating area bears to the total
acres of unitized land in said participating area, except that allo-
cation of production hereunder for purpuses other than for settlement
of the royalty, overriding royalty, or payment out of production obli-
gations of the respective working interest owners, shall be on the
basis prescribed in the unit operating agreement whether in conformity
with the basis of allocation herein set forth or otherwise. It is
hereby agréed that production of unitized substances from a partici-

pating area shall be allocated as provided herein regardless of

"whether any wells are drilled on any particular part or tract of said

participating area. If any gas produced from one participating area
is used for repressuring or recycling purposes in another participating
area, the first gas withdrawn from such last mentioned participating
area for sale during the life of this agreement shall be considered

to be the gas so trangferred until an amount equal to that transferred

shall be so produced for sale and such gas shall be allocated to the
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participating area from which initlally produced as constituted at
the time of such final production.

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

If any well drilled as aforesaid by a working interest owner
results in production such that the land upon which it is situated
may properly be included in a participating area, such participating
area shall be established or enlarged as provided in this agreement
and the well shall thereafter be operated by the Unit Operator in
accordance with the terms of this agreement and the unit operating
agreement,

If any well drilled as aforesaid by a working interest owner
obtains production in quantities insufficient to justify the inclusion
in a participating area of the land upon which such well is situated,
such well may be operated and produced by the party drilling the same
subject to the conservation requirements of this agreement. The
royalties in amount or value of production from any such well shall

be paid as specified in the underlying lease and agreements affected.
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14, ROYALTY SETTLEMENT: The United States and any state
and all royalty owners who, under existing contracts, are entitled to
take in kind a share of the substances now unitized hereunder produced
from any tract, shall hereafter be entitled to the right to take in
kind their share of the unitized substances allocated to such tract,
and Unit Operator, or in the case of the operation of a well by a
working interest owner as herein in special cases provided for, such
working interest owner, shall made deliveries of such royalty share
taken in kind in conformity with the applicable contracts, laws and
regulations. Settlement for royalty interests not taken in kind shall
be made by working interest owners responsible therefor under existing
contracts, laws and regulations 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 thelr respective leagsecdbliga-
tions for the payment of any royalties due under theilr leases.

If gas obtained from lands not subject to this agreement ig
introduced into any participating area hereunder for use in repressuring,
stimulation of production, or increasing ultimate recovery, which shall
be in conformity with a plan first approved by the Supervisor and the
Commissioner, a like amount of gas, after settlement as herein provided
for any gas transferred from any other participating area and with due
allowance for loss or depletion from any cause, may be withdrawn from
the formation into which the gas waé introduced, royalty free as to
dry gas, but not as to the products extracted therefrom; provided

that such withdrawal shall be at such time as may be provided in the

plan of operations or as may otherwise be consented to by the Super-

visor and the Commissioner as couforming to gocd petroleum engineering
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practice; and provided further that such right of withdrawal shall
temm inate on the termination of this unit agreement,

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

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

15. RENTAL SETTLEMENT: Rental or minimum royaltieé due on
leases committed hereto shall be paid 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 leasecbligations for the
payment of any reatal or minimum royalty in lieu thereof due under
their leases. Rental or minimum royalty for lands of the United
States subject to this agreement shall be paid at the rate specified
in the respective leases from the United States unless such rental
or minimum royalty is waived, suspended or reduced by law or by
approval of the Secretary or his duly authorized representative.

Rentals on State of New Mexico lands subject to this agree-

ment shall be paid at the rates specified in the respective leases.
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With respect to any lease on other thau Federal or State
land containing provisions which would terminate such lease unless
drilling operations were within the time therein specified commenced
upon the land covered thereby or rentals paid for the privilege of
deferring such drilliﬁg operations, the rentals required thereby
shall, notwithstanding any other provisions of this agreement, be
deemed to accrue and become payable during the term thereof as extended
by this agreement and until the required drilling operations are com-
menced upon the land covered thereby or some portion of such land is
included within a participating area.

16. CONSERVATION: Operations hereunder and produétion of
unitized substances shall be conducted to provide for the most economical
and efficient recovery of said substances without waste, ag defined
by or pursuant to state or Federal law or regulations.

17. DRAINAGE: The Unit Operator shall take appropriate and
adequate measures to prevent drainage of unitized substances from
unitized land by wells on land not subject to this agreement, or with‘
prior consent of the Director and the Commigsioner, pursuant to applic-
able regulations pay a fair and reasonable compensatory royalty, as
determined by the Supervisor as to Federal lands and by the Commissioner
as to State lands.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED: The terms,
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 expressiy modi-
fied and amended to the extent necessary to maka the same conform to

the provisions hereof, but otherwise to remain in full force and effect;

and the parties hereto hereby consent that the Secretary, as to Federal
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leases, and the Commissioner, as to State leases, shall and each by
his approval hereof, or by the approval hereof by his duly authorized
representative, does hereby establish, alter, change, or revoke the
drilling, producing, rental, minimum royalty and royalty requirements
of Federal and Stde 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 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 deemed full performance of
all obligations for development and operation with respect to each and
every part or separately owned tract subject to this agrcement, regard-
less of whether there is any development of any particular part or
tract of the unit area, notwithstanding anything to the contrary in
any lease, operating agrecement or other contract by and between the
parties hereto, or their respective predecessors in interest, or any
of them.

(b) Drilling and producing operations performed hereunder
upon any tract of unitized lands will be accepted and deemed to be per-
formed upon and for the benefit of each and every tract of unitized
land, and no lease shall be deemed to expire by reason of failure to
drill or produce wells situated on the land therein embraced.

(¢) Suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the Secretary and
the CQmmissioner, 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.
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(d) Each lease, sublease or contract relating to the
exploration, drilling, development or operation for oil or gas of
lands other than those of the United States or State of New Mexico
committed to this agreement, which, by its terms might expire prior
to the termination of this 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 renewal thereof or any part of such lease which is
made subject to this agreement shall continue in force beyond the
term provided therein until the termination hereof. Any other Federal
lease committed hereto shall continue in force beyond the term so
provided therein or by law as to the land committed so long as such
lease remains subject hereto, provided that production is had in
paying quantities under this unit agreement prior to the expiration
date of the term of such lease, or in the event aétual drilling opera-
tions are commenced on unitized land, in accordance with the provision§
of this agreement, prior to the end of the primary term of such lease
and are being diligently prosecuted at that time, such lease shall
be extended for two years and so long thereafter as oil or gas is
produced in paying quantities in accordance with the provisions of
the Mineral Leasing Act Revision of 1960.

(f) Each sublease or contract relating to the operation
and development of unitized substances from lands of the United States
committed to this agreement, which by its terms would expire prior to
the time at which the underlying lease, és extended by the immediately

preceding paragraph, will expire, is hereby extended beyond any such

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




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

(g) Any lease embracing lands of the State of New Mexico
which is made subject to this agreement, shall continue in force beyond
the term provided therein as to the lands committed hereto until the
termination hereof, subject to the provisions of subsection (e) of
Section 2.

(h) The segregation of any Federal lease committed to this
agreement is governed by the following provisions in the fourth para-
graph 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 hereto-
fore 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 non-

unitized portion shall continue in force and effect for the term
thereof but for not less than two years from the date of such segrega-
tion and so long thereafter as oil or gas is produced in paying quanti-
ties".

(i) Any lease embracing lands of the State of New Mexico
having only a portion of its lands committed hereto, shall be segre-
gated as to the portion committed and the portion not committed, and
the provisions of such lease shall apply separately to such segregated
portions commencing as of the effective date hereof; provided, however,
notwithstanding any of the provisions of this agreement to the contrary
any lease embracing lands of the State of New Mexlco having only a

portion of its lands committed hereto shall continue in full force
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and effect beyond the term provided therein as to all lands embraced

in such lease, if oil or gas is discovered and is capable of being
produced in paying quantities from some part of the lands embraced
in such lease, at the expiration of the secondary term of such lease;
or if, at the expiration of the secondary term, the lessee or the
Unit Operator is then engaged,in bona fide drilling or reworking
operations on some part of the lands embraced in such lease, the same,
as to all lands embraced therein, shall remain in full force and effect
so long as such operations are being diligently prosecuted,and if
they result in the production of 0il or gas, said lease shall continue
in full force and effect as to all of the lands embraced therein, so
long thereafter as oil or gas in paying quantities is being produced
from any portion of said lands.

19. COVENANTS RUN WITH LAND: The covenants herein shall
be construed to be covenants running with the land with respect to
the interest of the parties hereto and their successors in interest
until this agreement terminates, and any grant, transfer, or 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 the Unit Operator until
the first day of the calendar month after Unit Operator is furnished
with the original, photostatic or certified copy of the ingstrument of
transfer.

20. EFFECTIVE DATE AND TERM: This agreement shall become
effective upon approval by the Director and the Commissioner or theif

duly authorized representatives as of the date of approval by the

-2~




Director and shall terminate five (5) years from said effective date

unless:

(a) such date of expiration is extended by the Director and
the Commissioner, or

(b) it is reasonably determined prior to the expiration of
the fixed term or any extension thereof that the unitized land is
incapable of production of unitized substances in paying quantities
in the formations tested hereunder and after notice of intention to
terminate the agreement on such ground is given by the Unit Operator
to all parties in interest at their last known addresses, the agree-
ment is terminated with the approval of the Director and Commissioner,
or |

(¢) a valuable discovery of unitized substances has been made
or accepted on unitized land during said initial term or any extension
thereof, in which event the agreement shall remain in effect for such
term and so long as unitized substances can be produced in quantities
sufficient to pay for the cost of producing same from wells on unitized
land within any participating area established hereunder and, should
production cease, so long thereafter as diligent operations are in
progress for the restoration of production or discovery of newrproduc-
tion and so long thereafter as the unitized substances so 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 acreage basis, of the owners of working interests
signatory hereto, with the approval of the Director and Commissioner;
notice of any such approval to be given by the Unit Operator to all

parties hereto.
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21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION: The
Director is hereby vested with authority to alter or modify from time
to time in his discretion the quantity and rate of production under
this 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 program, which is established, recognized
and generally adhered to by the majority of operators in such state,
such authority being hereby limited to alteration or modification in
the public interest, the purpose thereof and the public interest to
be served thereby to be stated in the order of alteration or modifi-
cation. Without regard to the foregoing, the Director is also hereby
vested with authority to alter or modify from time to time in his
discretion the rate of prospecting and development and the quantity
and rate of production under this agreement when such alteration or
modification is in the interest of attaining the conservation objectives
stated in this agreement and is not in violation of any applicable
Federal or State law; provided, further, that no such alteration or
modification shall be effective as to any land of the State of New
Mexico as to the rate of prospecting and developing in the absence of
the specific written approval thereof by the Commissioner and as to
any lands of the State of New Mexico or privately owned lands subject
to this agreement as to the quantity and rate of production in the
absence of specific written approval thereof by the Commission.

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

22. CONFLICT OF SUPERVISION: Neither the Unit Operator

nor the working interest owners nor any of them shall be subject to
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any forfeiture, termination or expiration of any rights hereunder or
under any leases or contracts subject hereto, or to any penalty or
liability on account of delay or failure in whole or in part to comply
with any applicable provision thereof to the extent that the Unit
Operator, working interest owners or any of them are hindered, delayed,
or prevented from complying therewith bv reason of failure of the Unit
Operator to obtain in the exercise of due diligence, the concurrence
of proper representatives of the United States and proper represen-
tatives of the State of New Mexico in and about any matters or things
concerning which it is required herein that such concurrence be
obtained. The parties hereto, including the Commission, agree that
all powers and authority vested in the Commission in and by any pro-
visions of this agreement are vested in the Commission and shall be
exercised by it pursuant to the provisions of the laws of the State
of New Mexico and subject in any case to appeal or judicial review

as may now or hereafter be provided by the lawes of the State of New
Mexico,

23. APPEARANCES: Unit Operator shall, after notice to
other parties affected, have the right to appear for and on behalf of
any and all interests affected hereby before the Department of the
Interior, the Commissioner of Public Lands of the State of New Mexico
and the New Mexico 0il Conservation Commission and to appeal from
orders issued under theregulations of said Department, the Commission
or Commissioner, or to apply for relief from any of said regulations
or in any proceedings relative to operations before the Department of
the Interior, the Commissioner, or Commission, or any other legally
constituted authority; provided, however, that any other interested

party shall also have the right at his own expense to be heard in any

such proceedings.
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24, NOTICES: All notices, demands or statements required
hereunder to be given or rendered to the parties hereto shall be
deemed fully given 1if given in writing and personally delivered to
the party or sent by postpaid registered or certified mail, addressed
to such party or parties at thelr respective addresses set forth in
connection with the signatures hereto or to the ratification or con-
sent hereof or to such other address as any such party may have fur-
nished in writing to party sending the notice, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS: Nothing in this agreement
contained shall be construed as a waiver by any party hereto of the
right to assert any legal or constitutional right or defense as to
the validity or invalidity of any law of the state wherein said
unitized lands are located, or of the United States, or 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.

26. UNAVOIDABLE DELAY: All obligations under this agree-
ment requiring the Unit Operator to commence or continue drilling or
to operate on or produce unitized substances from any of the lands
covered by this agreement shall be sqspended while, but only so long
as, 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 municipal law
or agencies, unavoidable accidents, uncontrollable delays in trans-
poration, 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.

27. NONDISCRIMINATION: In connection with the performance

of work under this agreement, the operator agrees to comply with all
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of the provigsions of Section 202 (1) to (7), inclusive, of Executive
Order 11246, as amended (30 F.R. 12319) which are hereby incorporated
by reference in this agreement.

28. LOSS OF TITLE: 1In the event title to any tract of
unitized land shall fail and the true owner cannot be induced to
join in this unit agreement, such tract shall be automatically regarded
as not committed hereto and there shall be such readjustment of future
costs and benefits as may be required mu account of the loss of such
title. In the event of a dispute as to title as to any royalty,
working interest or other in;erests subject hereto, payment or
delivery on account thereof may be withheld without liability for
interest until the dispute is finally settled; provided, that, as
to Federal and State land or leases, no payments of funds due the
United States or the State of New Mexico should be withheld, but
such funds of the United States shall be deposited as directed by
the Supervisor, and such funds of the State of New Mexico shall be
deposited as directed by the Commissioner to be held as unearned
money pending final settlement of the title 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.

29. 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 sald tract from this
agreement by written notice to the Director, the Commissioner, and

the Unit Operator prior to the approval of this agreement by the

g Director and Commissioner. Any oil or gas interests in lands within
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the unit area not committed hereto prior to submission of this agree-
ment for final approval may thereafter be committed hereto by the
owner or owners thereof subscribing or consenting to this agreement
and, if the interest is a working interest, by the owner of such
interest also subscribing to the unit operating agreement. After
operations are commenced:hereunder, the right of subsequent joinder,
as provided in this section, by a working interest owner is subject
to such 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 con-
sented to in writing by the working interest owners committed hereto
and responsible for the payment of any benefits that may accrue
hereunder in behalf of such non-working interests. Joinder by an
owner of a non-working interest, at any time, must be accompanied

by appropriate joinder by the owner of the corresponding working
interest in order for the interest to be regarded as committed hereto.
Joinder to the unit agreement by a working interest owner, at any
time, must be accompanied by appropriate joinder to the unit operating
agreement, if more than one committed working interest owner is
involved, in order for the interest to be regarded as committed to
this unit agreement., Except as may otherwise herein be provided,
subsequent joinders to this agreement shall be effective as of the
first day of the month following the filing with the Supervisor

and the Commissioner of duly executed counterparts of all or any
papers necessary to establish effective commitment of any tract to
this agreement unless objection to such joinder is duly made within
60 days by the Director and the Commissioner; provided, however,

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

the Commissioney.
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30. COUNTERPARTS: This agreement may be executed in any
number of counterparts, rno 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 same document and regardless of whether or
not it is executed by all other parties owning or claiming an interest
in the lands within the above described unit area. |

31. NO PARTNERSHIP: 1t is expressly agreed that the rela-
tionship of the parties hereto is that of independent contractors
and nothing in this agreement contained, express or implied, nor
any operations conducted hereunder shall create or be deemed to have
created a partnership or association between the parties hereto or
any of them.

IN WITNESS WHEREOF, the parties hereto have caused this
agreement to be executed and have set opposite their respective

names the:date of execution.

ATTEST: UNION OIL COMPANY OF CALIFORNIA
By
Secretary
Date: Address:

UNIT OPERATOR AND WORKING INTEREST
OWNER

WORKING INTEREST OWNERS

ATTEST: AMERADA PETROLEUM CORPORATION

By

Secretary
Address:

Date;
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ATTEST: MONSANTO COMPANY

By
Secretary . President
Date: Address:

Date:
Ora R. Hall, Jr.
Address:
Date: N
Address: John F. Younger
Date: .
Address: Erma Lowe, widow of Ralph Lowe, deceased
Date:
Address:
|
Independent Executors and Trustees -
under the Last Will and Testament of
Ralph Lowe, deceased
STATE OF )
! ss
COUNTY OF )
The foregoing instrumert was acknowledged before me this
day of 1966 by s

of Union 0il Company of California, a California
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public
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STATE OF )

: 88
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of 1966 by R
of Amerada Petroleum Corporation, a

Eorporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )

. S8
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of 1966 by ' =
of Monsanto Company, a Delaware corporation, on

behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
: ss
COUNTY OF )
‘ The foregoing instrument was acknowledged before me this
day of 1966 by Ora R. Hall, Jr. and Edna Ione Hall, his
wife.

My Commission Expires:

Notary Public

STATE OF )
. 88

COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1966 by John F. Younger

My Commission Expires:

Notary Public
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STATE OF )
: 88

COUNTY OF )

The foregoing instrument was acknowledged before me this

day of 1966 by Erma Lowe, widow of Ralph Lowe, deceased.

My Commission Expires:

Notary Public

STATE OF )
. Ss

COUNTY OF )

The foregoing instrument was acknowledged before me this __
day of 1966 by Erma Lowe, Robert M. Turpin, Charles L.
Morgan, Jr., H. L. Landua, V. H. Van Horn, Jr., James L, Morris, Fred
G. Goodman and Dee H. Rose, Independent Executors and Trustees under the
Last Will and Testament of Ralph Lowe, deceased.

My Commission Expires: _
' Notary Public
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Tract
No.

Page 1

EXHIBIT "B" - ZOWHE HUAPACHE UNIT AREA - EDDY COUNTY, NEW MEXICO

No. of
Description of Land Acres

Lease No. &
Expiration
Date of Lease

Basic
Royalty &
Percentage Lessee of Record

Overriding Royalty
or Production Pay-
ments

Working Interest
Owners and Per-
centage

FEDERAL LANDS:

1.

T. 22 8., K. 22 E:

Sec. 14 - All
Sec. 23 - N5, NySh,

SELSWY, S4SEY 1240

Sec. 23 - swWhswk 40

Sec. 13 - Wi, WHE%, 1560

SEZNE%, E%SEY
Sec. 24 - Wy, WYE%
Sec. 25 - Wk, WiE%

NM 014382
3/31/66

NM 014382-A
3/31/66

NM 015179
10/31/66

Union 01l Company

U.S. 12%% of California
U.S. 12%% Ora R. Hall, Jr.
U.S. 12%% Union 0il Company

of California

Robert J. Leonard -
1/3 of 1-7/10%

Patrick J. Leonard -
1/3 of 1-7/10%

Timothy T. Leonard -
1/3 of 1-7/10%

Robert G. Hanagan -

3/10 of 1%

Jo Anna Light - 1%

Union 0il Company
of California -
All

Robert J. Leonard -
1/3 of 1-7/10%

Patrick J. Leonard -
1/3 of 1-7/10%

Timothy T. Leonard -
1/30of 1-7/10%

Robert G. Hanagan -

3/10 of 1%

Jo Anna Light - 1%

Ora R. Hall, Jr. -
All

Neil H. Wills - 15/36 Union 0il

of $500 p/a. out of 3% Company of
Robert G. Hanagan - 6/36 Califomia -
of $500 p/a out of 3% All

Robert J. Leconard - 5/36
of $500 p/a out of 3%
Patrick J. Leonard - 5/36
of $500 p/a out of 3%
Timothy T. Leonard - 5/36
of $500 p/a out of 3%




Exhibit "B" - North Huapache Unit Area - Page 2

Lease No. & Basic Overriding Royalty Working Interest
Tract No. of Expiration Royalty & or Production Pay- Owners and Per-
No. Description of Land Acres Date of Lease Percentage Lessee of Record ments centage
4. Sec. 13 - NEYNE% 40 NM 015179-A U.S. 125% Joha F. Younger Neil H., Wills - 15/36 John F. Younger-
10/31/¢€6 of $500 p/a out of 3% All
_ Robert G. Hanagan - 6/36
of $500 p/a out of 3%
Robert J. Leonard - 5/36
of $500 p/a out of 3%
Patrick J. Leonard - 5/36
of $500 p/a out of 3%
Timothy T. Leonard - 5/36
of $500 p/a out of 3%
5. Sec. 26 - All 640 NM 046511 U.S. 12%7  Estate of Ralph M. H. McGrail - $500 p/a Estate of Ralph
_ 6/30/69 Lowve, deceased out of 3% of 7/8 Lowe, deceased
TOTAL - 5 Tracts Federal Land - 3,520 acres, 78.571% of the Unit Area
STATE LANDS:
T. 22 S., R. 22 E:
6. Sec. 24 - EXE% 240 E-10171 State 12%% Monsanto Company None Monsanto :
Sec. 36 - WiNEX HBP Company - All
7. Sec. 25 - EXE%
Sec. 36 - W%, SE%, 720 K-4171 State 12%7% Amerada Petroleum None Amerada Petro-
E5NEX% 6/16/74 Corporation leum Corpora-
tion -~ All
TOTAL - 2 Tracts State land - 960 acres, 21.429% of the Unit Area

TOTAL - 7 Tracts comprising 4480 acres in entire Unit Area
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UNIT AGREEMENT

FOR THE DEVELOPMENT AND OPERATION OF THE
NORTH HUAPACHE UNIT AREA
EDDY COUNTY, NEW MEXICO

NO.

THIS AGREEMENT made and entered into as of the day of

1966, by and between the parties subscribing, ratifying

or consenting heretb, and herein referred to as the 'parties hereto'.
WITNESSETH:

WHEREAS, the parties hereto are thé owners of working, royalty,
or other 0il and gas interests in the unit area subject to this agree-
ment; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat.
437, as amended, 30 U.S.C. Sec. 181 et seq., authorizes Federal lessees
and their representatives to unite with each other, or jointly or
separately with others, in collectively adopting and operating a
cooperative or unit plan of development or operation of any oil or gas
pool, field, or like area, or any part thereof for the purpose of
more properly conserving the natural_resources thereof whenever deter-
mined and certified by the Secretary of the Interior to be necessary
or advisable in the public interest; and

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

WHEREAS, the 0il Conservation Commission of the State of New
Mexicc 1is authorized by an Act of the Legislature (Article 3, Chapter

65, Vol. 9, Page 2, 1953 Statutes), to approve this agreement and

the conservation provisions hereof; and




WHEREAS, the parties hereto hold sufficient interests in the

North Huapache Unit Area covering the land hereinafter described to

i
¢
§
1
!
g
i
!

give reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste, and secure other benefits obtainable
through development and operation of the area subject to this agreement
under the terms, conditions and limiamtions herein set forth;

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

1. ENABLING ACT AND REGULATIONS: The Mineral Leasing Act
of February 25, 1920, as amended, supra, and all valid pertinent
regulations, iIncluding operating and unit plan regulations, heretofore
issued thereunder or valid, pertinent, and reasonable regulations
hereafter issued thereunder are accepted and made a part of this
agreement as to Federal lands, provided such regulations are not
inconsistent with the terms of this agreement; and as to State of
New Mexico and privately owned lands, the o0il 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 New Mexico are hereby accepted and made a
part of this agreement..

2, UNIT AREA: The following described land is hereby
designated and recognized as constituting the unit area:

Township 22 South, Range 22 East, N,M.P.M,

Section 13 - All Section 25 - All
Section 14 - All Sectinn 26 - All
Section 23 - All Section 36 - All

Section 24 - All _
containing 4480 acres, more or less
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Exhibit "A" attached hereto is a map showing the unit area
and the boundaries and identity of tracts and leases in said area to
the extent known to the Unit Operator. Exhibit "B" attached hereto
is a schedule showing to the extent known to the Unit Operator the
acreage, percentage and kind of ownership of oil and gas interests in
all land in the unit area. However, nothing herein or in said schedule
or map shall be construed as a representation by any party hereto as
to the ownership of any interest other than such interest or interests
as are shown in said map or schedule as owned by such party. Exhibits
"A'" and "B'" shall be revised by the Unit Operator whenever changes
in the unit area render such revisi§n necessary, or when requested by
the 0il and Gas Supervisor,’hereinafter referred to as '"Supervisor',
or when requested by the Commissioner of Public Lands of the State of
New Mexico, hereinafter referred to as "Commissioner', and not less
than seven coples of the revised exhibits shall be filed with the
Supervisor, and two copies thereof shall be filed with the Commissioner
and one copy with the New Mexico 0il Conservation Commission, herein-
after referred to as "Commission'.

The above described unit area shall, when practicable, be
expanded to include therein any additional tract or tracts regarded
as reasonably necessary or advisable for the purposes of this agree-
ment, or shall be contracted to exclude lands not within any parti-
cipating area whenever such expansion cr contraction is necessary or
advisable to conform with the purposes of this agreement. Such expan-
sion or contraction shall be effected in the following manner:

(a) Unit Operator, on its own motion or on demands of the
Director of the Geological Survey, hereinafter referred to as

"Director', or on demand of the Commissioner, but only after preliminary




concurrence by the Director and the Commissioner, shall prepare a
notice of proposed expansion or contraction describing the contemplated
changes in the boundaries of the unit area, the reasons therefor, and
the proposed effective date thereof, preferably the first day of a
month subsequent to the date of notice.

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

(¢) Upon expiration of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Supervisor,
the Commissioner and the Commission evidence of mailing of the notice
of expansion of contraction and a copy of any objections thereto
which have been filed with the Unit Operator, together with an appli-
cation in sufficient number, for approval of such expansion or con-
traction and with appropriate joinders.

(d) After due consideration of all pertinent information,
the expansion or contraction shall, upon approval by the Director,
the Commissioner and the Commission, become effective as of the date
prescribed in the notice thereof.

(e) All legal subdivisions of unitized land (i.e. 40 acres
by Government survey or its nearest lot or tract equivalent in instances
of irregular surveys; however, unusually large lots or tracts shall
be considered in multiples of 40 acres, or the nearest aliquot
equivalent thereof, for the purpose of elimination under this sub-
section) no parts of which are entitled to be in a participating area

within five years after the first day of the month following the




effective date of the first initial participating area established
under this unit agreement, shall be eliminated automatically from
this agreement, effective as of the first day thereafter, and such
lands shall no longer be a part of the unit area and shall no longer
be subject to this agreement, unless at the expiration of said five-
year period diligent drilling operations are in4progress on unitized
lands not entitled to participation, in which event all such lands
shall remain subject hereto for so long as such drilling operations
are continued diligently, with not more than 90 days' time elapsing
between the completion of one such well and the commencement of the
next such well, except that the time allowed between such wells shall
not expire earlier than 30 days after the expiration of any period of
time during which drilling operations are prevented by a matter beyond
the reasonable control of Unit Operator as set forth in the section
hereof entitled "Unavoidable Delay'; provided that all legal sub-
divisions of lands not in a participating area and not entitled to
become participating under the applicable provisions of this agree-
ment within 10 years after said first day of the month following the
effective date of said first initial participating area shall be
eliminated as above specified. Determination of creditable "Unavoidable
Delay" time shall be made by Unit Operator and subject to approval of
the Director and the Commissioner. The Unit Operator shall, within
90 days after the effective date of any elimination hereunder, describe
the area so eliminated to the satisfaction of the Director and the
Commissioner and prompt;y notify all parties 1in interest.

If c6nditions warrant extension of the 10 year period speci-
fied in this subsection 2(e), a single extension of not to exceed 2

years may be accomplished by consent of the owners of 90 percent of




the current unitized working interests and 60 percent of the current
unitized basic royalty interests (exclusive of the basgic royalty
interest of the United States) on a total non-participating acreage
basis, respectively, with approval of the Director and Commissioner,
provided such extension application is submitted to the Director and
Commissioner not later than 60 days prior to the expiration of said
10-year period.

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

3. UNITIZED LAND AND UNITIZED SUBSTANCES: All land committed
to this agreement shall constitute land referred to herein as "unitized
land" or '"land subject to this agreement". All oil and gas in any and
all formations of the unitized land are unitized under the terms of
this agreemeat and herein are called ''unitized substances".

4, UNIT OPERATOR: Union Oil Company of California, with
offices at Roswell, New Mexico, islhereby deéignated as Unit Operator
and by signature hereto as Unit Operator commits to this agreement all
interests in unitized substances vested in it and agrees and consents
to accept the duties and obligations of Unit Operator for the discovery,
development and production of unitized substances as herein provided.
Whenever reference is made herein to the Unit Operator, such reference
means the Unilt Operator acting in that capacity and not as owner of an
interest in unitized substances, and the term "working Interest owner"
when used herein shall include or refer to Unit Operator as the owner

of a working interest when such an interest is owned by it.




5. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit Operator
shall have the right to resign at any time prior to the establishment
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 a period of six months after notice of intention to resign
has been served by Unit Operator on all working interest owners and
the Director, the Commissioner and Commission and until all wells then
drilled hereunder are placedin a satisfactory condition for suspension
or abandonment whichever is required by the Supervisor as to Federal
lands and by the Commission as to State and privately owned lands
unless a new unit operator shall have been selected and approved and
shall have taken over and assumed the duties and obligafions of Unit
Operator prior to the expiratiou of said period.

Unit Operator shall have the right to resign in like manner
and subject to like limitations, as above provided, at any time a
pacrticipating area established hereunder is in exigtence, but in all
instances of resignation or removal, until a successor unit operator
is selected and approved as hereinafter provided, the working interest
owners shall be jointly responsible for performance of the duties of
the Unit Operator, and shall, not later than 30 days before such
resignation or removal becomes effective, appoint a common agent to
represent them in any action to be taken hereunder.

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

The Unit Operator may, upon default or fallure in the per-

formance of its duties or obligations hereunder, be subject to removal
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by the same percentage vote of the owners of working interests deter-
mined in like manner as herein provided for the sgselection of a new
Unit Operator. Such removal shall be effective upon notice thereof
to the Director and the Commissioner.

The resignation or removal of Unit Operator under this agree-
ment shall not terminate its right, title or interest as the owner 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 equipment, materials
and appurtenances used in conducting the unit operations and owned
by the working interest owners to the new duly qualified successor
Unit Operator or to the owners thereof if no such new Unit Operator
is elected, to be used for the purpose of conducting unit operations
hereunder. Nothing herein shall be construed as authorizing removal
of any material, equipment and appurtenances needed for the preser-
vation of any wells.

6. SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator
shall tender his or its resignation as Unit Operator or shall be
removed as hereinabove provided, or a change of Unit Operator is nego-
tiated by working interest owners, the owneruy of the working interests
in the participating area or areas according to their respective
acreage interests in such participating area or areas, or until a
participating area shall have been established, the owners of the
working interests according to their respective acreage interests in
all unitized land, shall by majority vote select a successor Unit
Operator. Provided, That, if a majority but less than 75 percent
of the working interests qualified to vote are owned by one party to

this agreement, a concurring vote of one or more additional working
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interest owner shall be required to select a new operator. Such
selection shall not become effective until:

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

(b) the selection shall have been filed with the Supervisor
and approved By the Commissioner. If no successor Unit Operator is
selected and qualified as herein provided, the Director and Commis-
sioner 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 interests, costs
and expenses incurred by Unit Operator in conducting unit operations
hereunder shall be paid and apportiocned among and borne by the owners
of working interests all in accordance with the agreement or agree-
ments entered into by and between the Unit Operator and the owners of
working interests, whether one or more, separately or collectively.
Any agreement or agreements enteredinto 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 operating agreement shall also provide the manner in which
the working interest owners shall be entitled to receive their respec-
tive proportionate and allocated share of the benefits accruing hereto
in conformity with their underlying operating agreements, leases or
other independent contracts, and such other rights and obligations as
between Unit Operator and the working interest owners as may be agreed
upon by Unit Operator and the working interest owners; however, no
such unit operating agreement shall be deemed either to modify any
of the terms and conditions of this unit agreement or to relieve the

Unit Operator of any right or obligation established under this unit




agreement, and in case of any inconsistency or conflict between the
unit agreement and the unit operating agreement, this unit agreement
shall prevail. Three (3) true copies of any unit operating agreement
executed pursuant to this section should be filed with the Supervisor
and one (1) true copy with the Commissionef, prior to approval of
this unit agreement by the Director.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as
otherwise specifically provided herein, the exclusive right, privilege
and duty of exercising any and all rights of the parties hereto which
are necessary or convenient for prospecting for, producing, storing,
allocating, and distributing the unitized substances are hereby dele-
gated to and shall be exercised by the Unit Operator as herein provided.
Acceptable evidence of title to said rights shall be deposited with
said Unit Operator and, together with this agreement, shall constitute
and define the rights, privileges and obligations of Unit Operator.
Nothing herein, however, shall be constured to transfer title to any
land or to any lease or operating agreement, it being understood that
under this agreement the Unit Operator, in its capacity as Unit Operator,
shall exercise the rights of possession and use vested iIn the parties
hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY: Within six months after the
effective date hereof, the Unit Operator shall begin to drill an
adequate test well at a location approved by the Supervisor, if on
Federal land, or by the Commissioner if on State lénd, unless on such
effective date a well is being drilled conformably with the terms
hereof, and thereafter continue such drilling diligently until the
Cisco Canyon formation has been tested or until at a lesser depth

unitized substances shall be discovered which can be produced in
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paying quantities (to-wit: quantities sufficient to repay the costs
of drilling and producing operations, with a reasonable profit) or
the Unit Operator shall at any time establish, to the satisfaction
of the Supervisor if located on Federal lands, or the Commissioner
if located on State lands, that further drilling of said well would
be unwarranted or impracticable, provided, however, that Unit Operatoxr
shall not in any event be required to drill said well to a depth in
excess of 8,200 feet. Until the discovery of a deposit of unitized
substances capable of being produced in paying quantities, the Unit
Operator shall continue drilling diligently, one well at a time,
allowing not more than six months between the completion of one well
and the beginning of the next well, until a well capable of producing
unitized substances in paying quantities is completed to the satis-
faction of the Supervisor, if on Federal lands, or the Commissioner,
if on State lands, or until it is reasonably proved that the unitized
land is incapable of producing unitized subStancés 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 Director and Commisgioner may modify the drilling re-
quirements of this section by granting reasonable extensions of time
when, in their opinion, such action is warranted.

Upon failure to comply with the drilling provisions of this
section, the Director and Commissioner may, after reasonable notice
to the Unit Operator and each working interest owner, lessee and lesgsor

at their last known addresses, declare this unit agreement terminated.
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10. PLAN OF FURTHER DEVELOPMENT AND OPERATION: Within six
months after completion of a well capable of producing unitized sub-
stances in paying quantities, the Unit Operator shall submit for the
approval of the Supervisor and the Commissioner an acceptable plan
of\development and operation for the unltized land which, when
approved by the Supervisor and the Commissioner, shall constitute
the further drilling and operating obligations of the Unit Operator
under this agreement for the period specified therein. Thereafter,
from time to time before the expiration of any existing plan, the
Unit Operator shall submit for the approval of the Supervisor and
the Commissioner a plan for an additional specified period for the
development and operation of the unitized land.

Any plan submitted pursuant to this section shall provide
for the exploration of the unitized area and for the diligent drilling
necessary for determination of the area or areas thereof capable of
producing unitized substances in paying quantities in each and every
productive formation and shall be as complete and adequate as the
Supervisor and the Commissioner may determine to be necesgsary for
timely development and proper conservation of the oil and gas resources
of the unitized area and shall:

(a) specify the number of location of wells to be drilled
and the proposed order and time for such drilling; and

(b) to the extent practicable, specify the operating practices
regarded as necessary and advisable for proper conservation of natural
resources.

Separate plans may be submitted for separate productive zones, subject

to the approval of the Supervisor and the Commissioner.
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Plang sghall 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 com-
plying with the obligations of the approved plan of development. The
Supervisor and Commissioner are authorized to grant a reasonable exten-
sion of the six month period herein prescribed for submission of an
initial plan of development where such action is justified because
of unusual conditions or circumstances. After completion hereunder
of a well capable of producing unitized substances in paying quantities,
no further wells, except such as may be necessary to afford protection
against operations not under this agreement or such as may be speci-
fically approved by the Supervisor and the Commissioner shall be
drilled except in accordance with a plan of devélopment approved as
herein provided.

11. PARTICIPATION AFTER DISCOVERY: Upon completion of a
well capable of producing unitized substances in paying quantities,
the Unit Operator shall, within the month of such completion, if
practicable, or as soon thereafter as required by the Supervisor or
the Commissioner submit for approval by the Director and the Commissioner
a schedule, based on subdivisions of the public land survey or aliquot
parts thereof, of all unitized land then regarded as reasonably proved
to be productive of unitized substances in paying quantities; all lands
in said schedule on approval of the Director and the Commissioner to
constitute a participating area, effective as of the date of completion
of such well .r the effective date of the unit agreement, whichever
is later. The acreages of both Federal and non-Federal lands shall
be based upon appropriate computations from the courses and digtances

shown on the last approved public land survey as of the effective date
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of the initial participating area. Said schedule shall also set
forth the percentage of unitized substances to be allocated as herein
provided to each unitized tract in the participating area so established,
and shall govern the allocation of production from and after the date
the participating area becomes effective. A separate participating
area shall be established in like manner for each separate pool or
deposit of unitized substances or for any group thereof produced as

a single pool or zone, and any two or more participating areas so
established may be combined into one with the consent of the owners
of all working interests in the lands within the participating areas
so to be combined, on approval of the Director and the Commissioner.
The participating area or areas so established shall be revised from
time to time, subject to like approval, whenever such action appears
proper as a result of further drilling operations or otherwise, to
include additional land then regarded as reasonably proved to be
productive in paying quantities, or to exclude land then regarded as
reasonably proved not to be produétivg in paying quantities and the
percentage of allocation shall also be revised accordingly. The
effective date of anv revision shall be the first of the month in
which is obtained the knowledge or information on which such revision
is predicated, provided, however, that a more appropriate effective
date may be used if jugtified by the Unit Operator and approved by
the Director and the Commissioner. No land shall be excluded from a
participating area on account of depletion of the unitized substances.

It is the intent of this section that a participating area

shall represent the area known or reasonably estimated to be produc-
tive in paying quantities, but, regardless of any revision of the

participating area, nothing herein contained shall be construed as
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requiring any retroactive adjustment for production obtained prior
to the effective date of the revision of the participating area.

In the absence of agreement at any time between the Unit
Operator and the Director and the Commissioner as to the proper defini-

tion or redefinition of a participating area, or until a participating

area has, or areas have, been established as provided herein, the
portion of all payments affected thereby may be impounded in a manner
mutually acceptable to the owners of wor king interests, except royalties
due the United States and the State of New Mexico, which shall be
determined by the Supervisor for Federal lands and the Commissioner
for State lands and the amount thereof deposited, as directed by the
Supervisor and the Commissioner respectively, to be held as unearned
money until a participating area is finally approved and then applied
as earned or returned in accordance with a determination of the sum
due as Federal and State royalty on the basis of such approved parti-
cipating area.

Whenever it is determined, subject to the approval of the
Supervisor as to wells drilled on Federal land and the Commissioner
as to wells drilled on State land, that a well drilled undeiv;his
agreement is not capable of production in paying quantities and inclu-
sion of the land on which it is situéted in a participating area is
unwarranted, production from such well shall, for the purposes of
settlement among all parties other than working interest owners, be
allocated to the land on which the well is located so long as such
land is not within é 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.
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12, ALLOCATION OF PRODUCTION: All unitized substances
produced from each participating area established under this agreement,
except any part thereof used in conformity with good operating prac-
tices within the unitized area for drilling, operating, camp and
other production or development purposes, for repressuring or re-
cycling in accordance with a plan of development approved by the
Supervisor and Commissioner, or unavoidably lost, shall be deemed to
be produced equally on an acreage basis from the several tracts of
unitized land of the participating area established for such produc-
tion and, for the purpose of determining any benefits accuring under
this agreement, each such tract of unitized land shall have allocated
to it such percentage of said production as the number of acres of
such tract included in said participating area bears to the total
acres of unitized land in said participating area, except that allo-
cation of production hereunder for purposes other than for settlement
of the royalty, overriding royalty, or payment out of production obli-
gations of the respective working interest ownevr's, 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 agréed thét production of unitized substances from a partici-
pating area shall be allocated as provided herein regardiess 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 nurposes 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 an amount equal to that transferred

shall be so produced for sale and such gas shall be allocated to the
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participating area from which initially produced as constituted at
the time of such final production.

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

If any well drilled as aforesaid by a working interest owner
results in production such that the land upon which it is situated
may properly be included in a participating area, such participating
area shall be established or enlarged as provided in this agreement
and the well shall thereafter be operated by the Unit Operator in
accordance with the terms of this agreement and the unit operating
agreement.

If any well drilled as aforesaid by a working interest owner
obtains production in quantities insufficient to justify the inclusion
in a participating area of the land upon which such well is situated,
such well may be operated and produced by the party drilling the same
subject to the conservation requirements of this agreement. The
royalties in amount or value of production from any such well shall

be paid as specified in the underlying lease and agreements affected.
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14. ROYALTY SETTLEMENT: The United States and any state
and all royalty owners who, under existing contracts, are entitled to
take in kind a share of the substances now unitized hereunder produced
from any tract, shall hereafter be entitled to the right to take in
kind their share of the unitized substances allocated to such tract,
and Unit Operator, or in the case of the operation of a well by a
working interest owner as herein in gpecial cases provided for, such
working interest owner, shall made deliveries of such royalty share
taken in kind in conformity with the applicable contracts, laws and
regulations. Settlement for royalty interests not taken in kind shall
be made by working interest owners responsible therefor under existing
contracts, laws and regulations 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 leasedbliga-
tions for the payment of any royalties due under their leases.

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

visor and the Commissioner as conforming to good petroleum engineering
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practice; and provided further that such right of withdrawal shall
terminate on the termination of this unit agreement.

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

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

15. RENTAL SETTLEMENT: Rental or minimum royalties due on
leases committed hereto shall be paid by working interest owners
responsible therefor under existing contiactsg, laws and regulations,
provided that nothing herein contained shall operate to relieve the
lessees of any land from their respective leasedbligations for the
payment of any rental or minimum royalty in lieu thereof due undex
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 wailved, suspended or reduced by law or by
approval of the Secretary or his duly authorized representative.

Rentals on State of New Mexico lands subject to this agree-

ment shall be pald at the rates gpecified in the respective leases.
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With respect to any lease on other than Federal or State
land containing provisions which would terminate such lease unless
drilling operations were within the time therein specified commenced
upon the land covered thereby or rentals paid for the privilege of
deferring such drilliﬁg operations, the rentals required thereby
shall, notwithstanding any other provisions of this agreement, be
deemed to accrue and become payable during the term thereof as extended
by this agreement and until the required drilling operations are com-

menced upon the land covered thereby or some portion of such land is

included within a participating area.

16. CONSERVATION: Operations hereunder and production of
unitized substances shall be conducted to provide for the most economical
and efficient recovery of said substances without waste, as defined

by or pursuant to state or Federal law or regulations.

17. DRAINAGE: The Unit Operator shall take appropriate and
adequate measures to prevent dralnage of unitized substances from
unitized land by wells on land not subject to this agreement, or with
prior consent nf the Director and the Commissioner, pursuant to applic-
able regulations pay a fair and reasonable compensatory royalty, as
determined by the Supervisor as to Federal lands and by the Commissioner
as to State lands.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED: The terms,
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 modi-
fied and amended to the extent necessary to make the same conform to
the provigions hereof, but otherwise to remain in full force and effect;

and the parties hereto hereby consent that the Secretary, as to Federal
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leases, and the Commissioner, as to State leases, shall and each by
his approval hereof, or by the approval hereof by his duly authorized
representative, does hereby establish, alter, change, or revoke the
drilling, producing, rental, minimum royalty and royalty requirements
of Federal and Stxe 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 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 deemed full performance of
all obligations for development and operation with respect to each and
every part or separately owned tract subject to this agreement, regard-
less of whether there is any development of any particular part or
tract of the unit area, notwithstanding anything to the contrary in
any lease, operating agreement or other contract by and between the
parties hereto, or their respective predecessors in interest, or any
of them.

(b) Drilling and producing operations performed hereunder
upon any tract of unitized lands will be accepted and deemed to be per-
formed upon and for the benefit of each and every tract of unitized
land, and no lease shall be deemed to expire by reason of failure to
drill or produce wells sicﬁated on the land therein embraced.

(c) Suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the Secretary and
the Commigsioner, 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.
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(d) Each lease, sublease or contract relating to the
exploration, drilling, development or operation for oil or gas of
lands other than those of the United States or State of New Mexico
committed to this agreement, which, by its terms might explre prior
to the termination of this agreement 15 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 agreenent.

(e) Any Federal lease for a fixed term of twenty (20)
years or any renewal thereof or any part of such lease which is
made subject to this agreement shall continue in force beyond the
term provided therein until the termination hereof. Any other Federal
lease committed hereto shall continue in force beyond the term so
provided therein oriby law as to the land committed go long as such
lease remains subject hereto, provided that production ig had in
paying quantities under this unit agreement prior to the expiration
date of the term of such lease, or in the event actual drilling opera-
tions are commenced on unitized land, in accordance with the provisions
of this agreement, prior to the end of the primary term of such lease
and are being diligently prosecuted at that time, such lease shall
be extended for two years and so long thereafter as oil or gas is
produced in pa&ing quantities in accordance with the provisions of
the Mineral Leasing Act Revision of 1960.

(f) Each sublease or contract relating to the operation
and development of unitized substances from lands of the United States
committed to this agreement, which by its terms would expire prior to
the time at ‘“thich the underlying lease, as extended by the immediately
preceding paragraph, will expire, is hereby extended beyond any such

term so provided therein so that it shall be continued in full force
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and effect for and during the term of the underlying lease as such
term is herein extended.

(g) Any lease embracing lands of the State of New Mexico
which is made subject to this agreement, shall continue in force beyond
the term provided therein as to the lands committed hereto until the
termination hereof, subject to the provisions of subsection (e) of
Section 2.

(h) The segregation of any Federal lease committed to this
agreement is governed by the following provisions in the fourth para-
graph 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 hereto-
fore or hereafter committed to any such (unit) plan embracing lands
that are in part within and in part outside of the area covered hyv
any such plan shall be segregated into separate leases as to the lands
committed and the lands nct committed as of the effective date of

unitization: Provided, however, That any such lease as to the non-

unitized portion g¢hall continue in force and effect for the term
thereof but for not less than two years from the date éf such segrega-
tion and_so long thereafter as oil or gas is produced in paying quanti-
ties'.

(1) Any lease embracing lands of the State of New Mexico
having only a portion of its lands committed hereto, shall be segre-
gated as to the portion committed and the portion not committed, and
the provisions of such lease shall apply separately to such segregated
portions commencing as of the effective date hereof; provided, however,
notwithstanding any of the provisions of this agreement to the contrary
any lease embracing lands of the State of New Mexico having only a

portion of its lands committed hereto shall continue in full force
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and effect beyond the term provided therein as to all lands embraced
in such lease, if o0il or gas is discovered and is capable of being
produced in paying quantities from some part of the lands embraced
in such lease, at the expiration of the secondary term of such lease;
or if, at the expiration of the secondary term, the lessee or the
Unit Operator is then engaged in bona fide drilling or reworking
operations on some part of the lands embraced in such lease, the same,
as to all lands embraced therein, shall remain in full force and effect
so long as such operations are being diligently prosecuted,and if
they result in the production of oil or gas, said leas= shall continue
in full force and effect as to all of the lands embraced therein, so
long thereafter as o0il or gas in paying quantities is being produced
from any portion of said lands.

19. COVENANTS RUN WITH TLAND: The covenants herein shall
be construed to be covenants running with the land with respect to
the interest of the parties hereto and their successors in interest
until this agreement terminates, and any grant, transfer, or 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 the 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 Director and the Commissioner or their

duly authorized representatives as of the date of approval by the
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Director and shall terminate five (5) years from said effective date

unless:

(a) such date of expiration is extended by the Director and
the Commissioner, or

(b) it is reasonably determined prior to the expiration of
the fixed term or any extension thereof that the unitized land is
incapable of production of unitized substances in paying quantities
in the formations tested hereunder and after notice of intention to
terminate the agreement on such ground is given by the Unit Operator
to all parties in interest at their last known addresses, the agree-~
ment is terminated with the approval of the Director and Commissioner,
or

{c) a valuable discovery of unitized substances has been made
or accepted on unitized land during said initial term or any extension
thereof, in which event the agreement shall remain in effect for such
term and so long as unitized substances can be produced in quantities
sufficient to pay for the cost of producing same from wells on unitized
land within any participating area established hereunder and, should
production cease, so long thereafter as diligent operations are in
progress for the restoration of production or discovery of new produc-
tion and so long thereafter as the ﬁnitized substances so 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 acreage basis, of the owners of working interests
signatory hereto, with the approval of the Director and Commissioner;
notice of any such approval to be given by the Unit Operator to all

parties hereto.
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21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION: The
Director is hereby vested with authority to alter or modify from time
to time in his discretion the quantity and rate of production under
this agreement when such quantity and rate is not fixed pursuant to
Federal or State law or does not conform to any statewide voluntary
congervation or allocation program, which is established, recognized
and generally adhered to by the majority of operators in such state,
such authority being hereby limited to alteration or modification in
the public interest, the purpose thereof and the public interest to
be served thereby to be stated in the order of alteration or modifi-
cation. Without regard to the foregoing, the Director is also hereby
vested with authority to alter or modify from time to time in his
discretion the rate of prospecting and development and the quantity

and rate of production under this agreement when such alteration or

modification is in the interest of attaining the conservation objectives

stated in this agreement and is not in violation of any applicable
Federal or State law; provided, further, that no such alteration or
modification shall be effective as to any land of the State of New
Mexico as to the rate of prospecting and developing in the absencé of
the specific written approval thereof by the Commissioner and as to
any lands of the State of New Mexico or privately‘owned lands subject
to this agreement as to the quantity and rate of production in the
absence of specific written approval thereof by the Commission.

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

22. CONFLICT OF SUPERVISION: Neither the Unit Operator

nor the working interest owners nor any of them shall be subject to
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any forfeiture, termination or expiration of any rights hereunder or
under any leases or contracts subject hereto, or to any penalty or
liability on account of delay or failure in whole or in part to comply
with any applicable provision thereof to the extent that the Unit
Operator, working interest owners or any of them are hindered, delayed,
or prevented from complying therewith by reason of failure of the Unit
Operator to obtain in the exercise of due diligence, the concurrence
of proper representatives of the United States and proper represen-
tatives of the State of New Mexico in and about any matters orkthings
concerning which it is required herein that such concurrence be
obtained. The parties hereto, including the Commission, agree that
all powers and authority vested in the Commission in and by any pro-
visions of this agreement are vested in the Commission and shall be
exercised by it pursuant to the provisions of the laws of the State

of New Mexico and subject in any case to appeal or judicial review

as may now or hereafter be provided by the laws of the State of New
Mexico.

23. APPEARANCES: Unit Operator shall, after notice to
other parties affected, have the right to appear for and on behalf of
any and all interests affected hereby before the Department of the
Intefior, the Commissioner of Public Lands of the State of New Mexico
and the New Mexico 0il Conservation Commission and to appeal from
orders issued under theregulations of said Department, the Commission
or Commissioner, or to apply for relief from any of said regulations
or in any proceedinés relative to operations before the Department of
the Interior, the Commissioner, or Commission, or any other legally
constituted authority; provided, however, that any other interested
party shall also have the right at his own expense to be heard in any

such proceedings.
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24, NOTICES: All notices, demands or statements required
hereunder to be given or rendered to the parties hereto shall be
deemed fully given if given in writing and personally delivered to
the party or sent by postpaid registered or certified mail, addressed
to such party or parties at their respective addresses set forth in
connection with the signatures hereto or to the ratification or con-
sent hereof or to such other address as any such party may have fur-
nished in writiag to party sending the notice, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS: Nothing in this agreement
contained shall be construed as a waiver by any party hereto of the
right to assert any legal or constitutional right or defense as to
the validity or invalidity of any law of the state wherein said
unitized lands are located, or of the United States, or 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.

26. UNAVOIDABLE DELAY: All obligations under this agree-
ment requiring the Unit Operator to commence or continue drilling or
to operate on or produce unitized substances from any of the lands
covered by this agreement shall be suspended while, but only so long
as, the Unit Operaﬁor 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 municipal law
or agencies, unavoidable accidents, uncontrollable delays in trans-
poration, 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.

27. NONDISCRIMINATION: 1In connection with the performance

of work under this agreement, the operator agrees to comply with all
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of the provisions of Section 202 (1) to (7), inclusive, of Executive
Order 11246, as amended (30 F.R. 12319) which are hereby incorporated
by reference in this agreement, |

28. 1LOSS OF TITLE: In the event title to any tract of
unitized land shall fail and the true owner cannot be induced to
join in this unit agreement, such tract shall be automatically regarded
as not committed hereto and there shall be such readjustment of future
costs and benefits as may be required @ account of the loss of such
title. In the event of a dispuie as to title as to any royalty,
working interest or other interests subject hereto, payment or
delivery on account thereof may be withheld without 1liability for
interest until the dispute is finally settled; provided, that, as
to Federal and State land or leases, no payments of funds due the
United States or the State of New Mexico should be withheld, but
such funds of the United States shall be deposited as directed by
the Supervisor, and such funds of the State of New Mexico shall be
deposited as directed by the Commissioner to be held as unearned
money pending final settlement of the title 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.

29, 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 said tract from this
agreement by written notice to the Director, the Commissioner, and

the Unit Operator prior to the approval of this agreement by the

Director and Commissioner. Any oil or gas Interests in lands within
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the unit area not committed hereto prior to submission of this agree-
ment for final approval may thereafter be committed hereto by the
owner or owners thereof subscribing or consenting to this agreement
and, if the interest is a working interest, by the owner of such
interest also subscribing to the unit operating agreement. After
operations are commenced hereunder, the right of subsequent joinder,
as provided in this section, by a working interest owner is subject
to such 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 con-
sented to in writing by the working interest owners committed hereto
and responsible for the payment of any benefits that may accrue
hereunder in behalf of such non-working interests. Joinder by an
owner of a non-working interest, at any time, must be accompanied

by appropriate joinder by the owner of the corresponding working
interest in order for the interest to be regarded as committed hereto.
Joinder to the unit agreement by a working interest owner, at any
time, must be accompanied by appropriate joinder to the unit operating
agreement, if more than one committed working interest owner is
involved, in order for the interest to be regarded as committed to
this unit agreement. Except as may otherwise herein be provided,
subsequent joinders to this agreement shall be effective as of the
first day of the month following the filing with the Supervisor

and the Commissioner of duly executed counterparts of all or any
papers necessary to establish effective commitment of any tract to
this agreement unless objection to such jvinder is duly made within
60 days by the Director and the Commissioner; provided, however,

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

the Commiséioner.
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30. COUNTERPARTS: This agreement may be execuced 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 same document and regardless of whether or

not it is executed by all other parties owning or claiming an interest
in the lands within the above described unit area.

31. NO PARTNERSHIP: 1t is expressly agreed that the rela-
tionship of the parties hereto is that of independent contractors
and nothing in this agreement contained, express or implied, nor
any operations conducted hereunder shall create or be deemed to have
created a partnership or association between the parties hereto or
any of them.

IN WITNESS WHEREOF, the parties hereto have caused this
agreement to be executed and have set opposite their respective

names tle:date of execution.

ATTEST: UNION OIL COMPANY OF CALIFORNIA
By
Secretary
Date: Address:

| : UNIT OPERATOR AND WORKING INTEREST

: OWNER

: WORKING INTEREST OWNERS

| ATTEST: AMERADA PETROLEUM CORPORATION
By

Secretary
Address:
Date: _
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ATTEST: MONSANTO COMPANY

By )
Secretary Pregident
Date: Address:

Date: .
Ora R. Hall, Jr.
Address:
Date:
Address: John F. Younger
Date: .
Address: Erma Lowe, widow of Ralph Lowe, deceased
Date:
Address:
Independent Executors and Trustees
under the Last Will and Testament of
Ralph Lowe, decsased
STATE OF )
1 88
COUNTY OF )
The foregoing instrumert was acknowledged before me this
day of 1966 by >

of Union 0il Company of California, a California

corporation, on behalf of said corporation.

My Commission Expires:

Notary Public
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STATE OF )
: ss

COUNTY OF )

The foregoing instrument was acknowledged before me this

day of 1966 by s
of Amerada Petroleum Corporation, a

corporation, on behalf of saild corporation.

My Commission Expires:

Notary Public

T —— ey

STATE OF )

: 88
COUNTY OF )

The féregoing instrument was acknowledged before me this

day of 1966 by ,
of Mousanto Company, a Delaware corporation, on

behalf of said corporation.

My Commission Expires:

Neotary Public

STATE OF )
. 88

COUNTY OF )

The foregoing instrument was acknowledged before me this

day of 1966 by Ora R. Hall, Jr. and Edna Ione Hall, his

wife,

My Commissinon Expires:

Notary Public

STATE OF )
: ss
COUNTY OF )
* The foregoing instrument was acknowledged before me this
day of 1966 by John F. Younger

My Commission Expires:

Notary Public

-33-



STATE OF )

s 88
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of 1966 by Erma Lowe, widow of Ralph Lowe, deceased.

My Commission Expires:

Notary Public

STATE OF )
: 88

COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1966 by Erma Lowe, Robert M. Turpin, Charles L.
Morgan, Jr., H. L. Landua, V. H. Van Horn, Jr., James L, Morris, Fred
G. Goodman and Dee H. Rose, Independent Executors and Trustees under the

Last Will and Testament of Ralph Lowe, deceased.

My Commission Expires:
Notary Public

-3




T ST

R. 22 E,

s/, Ul G e,
\ i iz
Union Union iYounger }’2
N.M.= 014382 N.M.- 015179 INIR-0I5 1704
. 3~3i-686 10<3i« 66 UQ.E”;GG‘{%
" 13
|7
T2
r7
¢
Us. U.s. I
i
. 7 ///f/’
7 Union Union, :..cnsa{o/’:é
N.M.~014382 N.M.-015179  Fe-10071,%
Z TR /!%
. 3-31-66 10~ 31- 66 t K.B.P./iZ
» /G
’ ® ® &
A
7
%
23 24 g
-7
!:;
A
Z
. Z
. - \Z
——— ) Z
T Holl _1{2) 7
C ke Znnoissed Z
‘ %3-&-66: v.s. us. /stare/)
22 /4 ool
- ] 'Z
? Ralph Lowe Union Amerada’)”
S " NM.~ 04661l NM.~0i5179 K- 81717/ 7
. 6-30-69 103166 (6-16-74/)7
7
® 7
26 25

)
Yt

O

FEDERAL LANDS 3520 AGRES

960 AGRES

'STATE OF N.M. LANDS
s TOTAL® 4,460 AGRES
UNIT OUTLINE

TRAGCY NUMBER

SRR R AN

NCUSERRNS

U.
22 )

S.
77 [
sty ity
f/// K=-4171 E-10171 :
Z 6-16-74 H.B. P. ;
¢/ 7/ @5 ,
1

367

7

N

YORR, W

N R A AR R

SRR

Slate

R

8

77,

'NORTH HUAPACHE UNIT

EDDY COUNTY,

EXHIBIT

NEW MEXICO
uAII ‘




Tract
No. Description of Land Acres

EXHIBIT "B" - NORTH HUAPACHE UNIT AREA - EDDY COUNTY, NEW MEXICO

No.

Lease No. &
Expiration
Date of Lease

Basic
Royalty &

Percentage

legssee of Record

Overriding Royalty
or Production Pay-
ments

Page 1

Working Interest
Owners and Per-
centage

FEDERAL LANDS:

T. 22 S., R. 22 E:
1. Sec. 14 - All

Sec. 23 - Ny, N;S%,
SE%SW%, SYSE%

1240

NM 014382
3/31/66

U.s. 1.%%

Union Oil Company
of California

Robert J. Leonard -
1/3 of 1-7/10%
Patrick J. Leonard -

Union 0il Company

of California -
All

1/3 of 1-7/10%
Timothy T. Leonard -
1/3 of 1-7/10%
Robert G. Hanagan -
3/10 of 1%
Jo Anna Light - 1%

2. Sec. 23 - SWiSWk 40 NM 014382-A

U.S. 12%%
3/31/66

Ora R. Hall, Jr. Robert J. Leonard - Ora R. Kall, Jr. -
1/3 of 1-7/10% All

Patrick J. Leonard -
1/3 of 1-7/10%

Timothy T. Leonard -
1/30of 1-7/10%

Robert G. Hanagan -

3/10 of 1%

Jo Anna Light - 1%

3. Sec. 13 - Wy, WsE%,
SEZNE%, E%SE%

Sec. 24 - Wi, WhE%

Sec. 25 - Wy, WhEEX

1560 NM 015179

U.S. 12%7%
10/31/66

Union Oil Company
of California

Neil H. Wills - 15/36
of $500 p/a. out of 3% Company of
Robert G. Hanagan - 6/36  Califomia -

of $500 p/a out of 3% All
Robert J. Leonard - 5/36

of $500 p/a out of 3%
Patrick J. Leonard - 5/36

of $500 p/a out of 3%
Timothy T. Leonard - 5/36

of $500 p/a out of 3%

Union 0il




Exhibit ""B" - North

Huapache Unit Area -~ Page 2

Lease No. & Basic Overriding Royalty Working Interest
Tract No. of Expiration Royalty & or Production Pay- Owners and Per-
No. Description of Land Acres Date of Lease Percentags Lessee of Record ments centage
4. Sec. 13 - NEXNEX 40 MM 015179-A U.S. 12%% John F. Younger Neil H. Wills - 15/36 John *. Younger-
10/31/66 of $500 p/a out of 3% All
Robert G. Hanagan - 6/36
of $500 p/a out of 3%
Robert J. Leonard - 5/36
of $500 p/a out of 3%
Patrick J. Leonard - 5/36
of $500 p/a out of 3%
Timothy T. Leonard - 5/36
of $500 p/a out of 3%
5. Sec. 26 - All 640 NM 046511 U.s. 12%7%  Estate of Ralph M. H. McGrail - $500 p/a Estate of Ralph
— 6/30/69 Lowe, deceased out of 3% of 7/8 Lowe, deceased
TOTAL - 5 Tracts Federal Land - 3,520 acres, 78.571% of the Unit Area
STATE LANDS:
T. 22 8., R. 22 E:
6. Sec. 24 - EXE; 240 E-10171 State 12%% Monsanto Company None Monsanto
Sec. 36 - Wh5NEYL HBP Company - All
7. Sec. 25 - EXE%
Sec. 36 - WY, SE%, 720 K-4171 State 12%% Amerada Petroleum None Amerada Petro-
EXNEX 6/16/74 Corporation

leum Corpora-
tion - All

TOTAL - 2 Tracts State land - 960 acres, 21.429% of tne Unit Area

TOTAL - 7 Tracts comprising 4480 acres in entire Unit Area

a

i
E
e




DRAFT
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bEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

////:) el -

/

IN THE MATTER OF THE HEARING /” é,//
L ;':.'“J' ".‘//'

CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

e it ~ns

CASE No. 3382

S E
\ order No. R-_3 408
! ) \./‘ ) /i (,).

APPLICATION OF UNIdNJﬁIL COMPANY OF CALIFORNIA

FOR APPROVAL OF THE NORTH HUAPACHE
UNIT AGREEMENT, _ EDDY | COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 e*skoek a.m. on

March 9 , 1966_, at Santa Fe, New Mexico, before Examiner
Elvis A, Utz .
NOW, on this __day of __ Maxch , 1966 , the Commission,

a quorum heing present, having considered the testimony, the record,

and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS s

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject

matter thereof.

(2) That the applicant, Union 0il Comwpany of California ,

seeks approval of the North Huapache Unit -Agreement
— State and
covering 4480 acres, more or less, of Federal lands
: ‘ ik Xem
described as follows: L

EDDY  COUNTY, NEW MEXICO
TOWNSHIP2Z SOUTH, RANGE 22 EAST, NMPM

Sections 13 getdd, . 4 ¢ L AL
Loetion-lde-~ALl o o
Sections 23 ¢—A¥1 ¢ . -/ £
Soectton-34ev—A1l .
Sections 25 semddi oL Fir L ]
sectiomr 26+—Nid

Section 36: All




.

-2

(3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative

rights within the unit area.

IT IS THEREFORE ORDERED:

(1) That the North Huapache Unit Agreement
is hereby approved.

(2)  7That the plan contained in said unit agreement for the
development 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 approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and developmern: of any
lands committed to the unit and production of oil or gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the event
of subsequent joinder by any party or expansion or contraction of
the unit area, the unit operator shall file with the Commission
within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or
ratified.

(4) That this order shall become effective upon the approval

o~
-

of said unit agreement by the Commi:;ioner of Public Lands for the
State of New Mexico and the Direcgg; of the United States Geologi-
cal Survey:; that this order shall terminate ipso facto upon the
termination of said unit agreement; and that the last unit opera-
tor shall notify the Commission immediately in writing of such

termination.

(5) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.




Docket No. 7-66

DOCKET: EXARIMTUER HEARING - WEDNESDAY - MARCH 9, 1966

9 A.M, - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Elvis A. Utz, Examiner, or Daniel S.
Nutter, Alternate Examiner:

CASE 3381: Application of Tenneco 0il Company for an exception to"Rule 15,
Order No. R-2397, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an exception to Rule 15, Order No. R-2397,
special rules for the Double-X Delaware Pool, for itz U. S. Smelting
USA Well No. 2, located in Unit E of Section 22, Township 24 South,
Range 32 East, Lea County, New Mexico, to permit said well to make
up overproduction of gas at a lesser rate than complete shut in, in

- order that gas may be used from said to gas-lift another well on
the same lease.

CASE 3382: Application of Union 0i) Company of California for a unit agreement,
Eddy County, New Mexicoc.. Applicant, in the above-styled cause, seeks
approval of the North Huarache Unit Area comprising 4480 acres,
more or less, of Federal and State lands in Township 22 South, Range
22 East, Eddy County, New Mexico.

CASE 3204: (Reopened)
In the matter of Case No. 3204 being reopened pursuant to the pro-

visions of Order No. R-2872, which order established 80-acre spacing
units for the Morton-Lower Wolfcamp Pool, Lea County, New Mexico,

for a period of one year. All interested parties may appear and show
cause why said pool should not be developed on 4C-acre spacing units.

CASE 3206: (Reopened)
In the matter of Case No. 3206 being reopened pursuant to the pro-

visions of Order No. R-2874, which order established 160 acre
‘spacing for the High Plains-Pennsylvanian Pool, Lea County, New )
Mexico, for a period of one year. All interested parties may appear
and show cause why said pool should not b»e developed on 80-acre or
40-acre spacing units.
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race 1

g BEFORE THE
z NEW MEXICO OIL CONSERVATION COMMISSION
>
z Santa Fe, New Mexico
v
§ March ¢, 1966
[¥)
5 X . EXAMINER  HEARING
SO S
- T e
B g )
e IN THE MATTER OF: )
. &5 8 )
g8 2 Application of Union 0il Company of )
o3 California for a unit agreement, Eddy )
I B County, New Mexico. )
RO )
=B ) Case No,3382
' oo 2 )
L S z‘ ° )
s 2 )
. ‘> 3 2 )
: = )
: ' . . )
! & 8 | . )
; = =z =
% = % 3
! [ < a
’ @ ¥ g
j _ s = BEFORE:

Elvis A, utz, Gas Engineer

TRANSCRIPT OF HEARING

B T
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g MR. DURRETT: Application of Union 0il Company of
Q
£ :
3 California for a unit agreement, Eddy County, New Mexico.
[+}
v
5 MR, HINKLE: Clarence liinkle appearing on behalf
v
> [s)
z v
£ 3 39 of Union 0il Company; we have one witness, Arthur Lewis, we
s g
Tz B%
e z 3; would like to have him sworn, please.
2 2
Ei % gg (Witness sworn.)
as & §§ (Whereupon, Applicant's Exhibits
I Q’I_'l = » . [ -
O - 1, 2 & 3 marked for identificatign.)
DO & &
e 2 fé MR, UTZ: Any other appearances?
T 6 w3 * %k
o 2 é:
| i 3 aZz
a3 .8 ARTHUR V. LEWIS, JR., awitness, having been
— g §; first duly sworn, was examined and testified as follows:
as> : 03
= e 8
a ©° g% DIRECT EXAMINATION
= & ==
=— Z 43 BY MR, HINKLE:
ad> o g:
= Z ;2
i S § iz Q State your name, please?
? = & == A Arthur V. Lewis, Jr.
i Q By whom are you employed, and in what capacity?
i
i A Union 0il Company of California; District Geologist.
t o] Have vou ever testified before the 0il Conservation
} .
‘ Commission?
2 A I have not.
§ Q Are you a graduate petroleum engineer?
b
f A I'm a graduate geologist, William's College, 1948,
| .
t Q lHow long have you been eniployed by Union 0il Company?
?
3 A Union 0il Company, 17 and a half years.
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3

Q How much of the time that you have been with Union

2
Q
z . :
é have your duties covered New Mexico or part of New Mexico?
v
§ A I worked in New Mexico for over three years.
.z 8
ez gg 0 You're familiar with operations in Southeastern
- ¥ o]
- % éi )
- New Mexico?
an 9] S5 Z
[ - g
-r.’-. : l:I;: .
= & gg A Yes, sir.
- ] @D
o ¢ <3 |
Z o2 0 llave you made a study of the North Huapache Unit
OO & &
ey < §; . .
o % 8% Area in New Mexico?
V— v w s
& ¢ ER
. & &% A Yes, I have.
Q4o w e X
e x N“
w . 5 . . . . . .
— £ §s Q Are you familiar with the application of Union 0il
@ £ g3
—_ X w
(=) o ) Z $ 3
| = & 25 in this case?
: 1 . 'g
) = z 5
‘ a , 82 A Yes, I am,
i = 3 §g
: S - Py » + » >
% <@ < Fz Q Mr. Lewis, refer to your Exhibit "A", Exhibit 1, and
! ad g ge
; b ] s =8

explain what it shows?

A This shows an outline of the proposed North Huapache
Unit setting forth lands that are Federal Lands, and the lands
that are State Lands. 78.57 percent of the land is Federal;
21.43 percent of the land‘is State.

Q Generally, in the region where is this area located

with reference, say, to Carlsbad?

A Southwestern Eddy County, New Mexico, 23 or 24 miles

West of the City of Carlsbad. The Indian Basin is on the 24

miles East of the area.

3 4] Is this area suitable and proper for unitization?
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A Yes.

QO nas
Land office?
it has.

A Yes,

0 Now, refer to pxhibit Nunbey 2

A This 1s @ subsurface structural con
cisco

jnterval of 100 feet. It shows 1in orange the

Morth Huapache Unit.

field in the Mortheastern part of the map.

derived by combination of mechanical jogs and

as the top of the ciscoy

subsea datums . Parallelinq and in front of

Flexure one of the ridges has an enclosure th

by well control and in the indian pasin Field

pased

22,835 feet, on limited W

gection 4589,
present in the area.
which is an aeromaqnetic anomaly interpreted
office covering poth the area of the

North Huapache unit.  The shaded bhlue

in the Cisco canyon reef which is productive

pasin gas field. a1l the data was prepared

e

an area been tontatively approved

and explain

Formation of the upper Pennsylvanian Age,

it shows @& portion of the Indian Basin g9as

The data points ver

and these points were identified as

lemmmdm

'Superimposed on this map is a green outli

Indian pasin gas field and

outline on the North and

Southbound direction jimits the probable extent of porosity

by me with

PAGE
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by the State

what this

tour map of the
contour

area of the

it was identified

at has beelD proven
starting aroung

ell control that 1
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) conditions won't permit this well 1980 from the East and 1980
o
ti N
3 from the North--
[+3
v
H 0 How deep will this be drilled?
v
> o]
- =z ¥
&2 i ¢ A 1800 feet, Cisco Canyon test.
= . o
et 2§ ¥ )
s i 2z Q What will this well penetrate over in the Cisco
s £ 3%
- £ §§ Canyon?
a2 f '—:-§
“? § o2 A The other potential formation is the Wolfcamp. This
DO . e
ot % $v
;E& 5 2% |well was completed as a gas well that was plugged before we
<D z [ . R Y
eo- € &z 'obtained any commercial products from it.
w ¢ X
[ x o
— 2 %; 0 Is there anything eise that you would like to bring
a : 383
&= & 9% |out with respect to this exhibit?
;-\ z ‘-5 . . . . .
a gg A The line of cross section indicated on the map extends
= 1 i3
S §7
&~ % 22 |from Inman's Number 1 Cawley Draw Well across to the North
an ¥ g0 ’
bt —~ | e -

Huapache Unit in Section 122 South, 23 East, and this cross sectjion,
our Exhibit 3.

Q Réfer to Exhibit 3 and explain what it shows,

A Exhibit 3 is a structural cross section drawn from
Inman's Number 1 Cawley Draw Unit on the left-hand end on the
West of the Huapache Unit and on the right-hand sidc to the
Southeast. Only the formations from the lower part of the
Wolfcamp to the upper part of the Chester are included on

the cross section. As I said it's a structural ¢ross section.

The formations in the arca are identified by name; Wolfcamp,

Cisco, Canyon, Strawn, Bend, Morrow and Chester. Within the
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e
SRR e e

cisco Canyon Formation 1 have colored in blue the probable

extent of the polomite phases of the cisco canyon which is

[o]
. ¢
2 g |was obtained in the Indian pasin gas field and projected to the
o <
iy é g
as g§ 0 You believe that to be @ reasonable interpretation
e * 84
..A..r. E w D .
SR 3g from the wells and all the data that's available?
. w =4
a4 <3
Z °*% A ves, 1 do.
e I g
[oniind % 22 ) . . . .
S B {8 0 Are you familiar with the unit aqreement which has
T4 ¥R
[ 2 é o . ] .
. & 55 been filed with the applicatlon in this case?
az n;: L3 3
2y A yes, sir-
@ = 88
o 8 o% . .
= % % 0 Is this the same form of unit aqreement or
;*- Z p % . .
a o gi substantlally the sane form which has generally been used
z 0z
gg 2 ot whexe State and Federal Lands are involved?
- & ==
A Yes, it is.
Q who is the unit operator?
A ynion 0il Company of California.
0 poes the unit produce the initial test wells that

you have already testified to?

A ves, Sir.

Q In your opinion if this unit is approved and the
well results in the discovery of unitized gubstances will the

unit agreement pe in the jnterest of conservation?

A Yes.

0 will the unit aqreement promulgate casy recovery

of the substance?
e ——

S

expected'to produce - The confiquration of the polonite puildup
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- n Yes.
8
£ MR, HINKLE: We would like to offer Exhibits 1, 2
S
g and 3.
x 2
s X B9 (Whereupon, Applicant's Exhibits
=y IR 1, 2 and 3 marked f
Y , 2 marked for
: Z3 identification.)
] gz_
E 33 MR. UTZ: Without objection they will be entered.
S W
33
.3 (Whereupon, Applicant's Exhibits
w0 ; %q 1, 2 and 3 admitted into
= > §§ evidence.)
2. o= 2 Z MR. HINKLE: That's all I believe we have.
SJLZ) é cg
o % B CROSS~-EXAMINATION
e 2 5
a S g¥ |BY MR. UTZ:
w q:é e et e ot et -
IE ? o§ .
: §;~ i gg 0] Mr. Lewis, I noticed on your cross section that you
= i 3:
i o~ < 2 |use the Bend Morrow nomenclature as synomous, however on
: a g ge
i =3 & ==

Exhibit 2 you show nomenclature for a Bend nomenclature

for the Morrow.

A 'he reason I did this, the exhibit was prepared for

company use and Oil Conservation Commission use andéd I can't

satisfactorily divide the exact dividing point between the
Bend and the Morrow, it's a matter of conjecture. The basal
that's producing in the wells is identified as Morrow Producer

Humbles' 10, Huapache and others. It's a sandstone base

Morrow and we know it's Morrow. 7The wells producing in

Section 622 South, 23 BEast are in the zone that we knoy as

Bend or Atoka, but we don't know for usre where the point is
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‘ dividing these two formations. While ve can identify the

zones that produce

lower Bend?

ST e PHONE 236-1294

]
»
zZ
3
S
o MR, UTZ:
b
g

and call Case 3204,

e T e e

cross section that would. tel

g Q 1 presume the Commission was as confused as anybody
%
%
3 as to what to call these zones, therefore we call them
z
g upper Pennsylvanian.
5 ‘
3 .
2 A Yes, S1Xr.
Q Actually the Morrow Bend would be synomous with the

A Yes, sir, in our conventional useage the upper is the
Cisco Canyon and the lower is the Strawn pend and MOrrow.

Other questions? The witness may be

excused. The Commission wi.ll take the case under advisement

P e e e

we can't draw a positive line on the

1 for sure where it is.
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STATE OF NEW MEXICO )

g
= ) SS
H COUNTY OF BERNALILLO)
o
v
g I, BOBBY J. DAVIS, Notary Public in and for the County
¢
> & 48 of Bernalillo, State of New Mexico, do hereby certify that
- y 33
o -
o E ﬁ; the foregoing and attached Transcript of Hearing before the
E% § §§ New Mexico 0Oil Conservation Commission was reported by me;
? § «2 |and that the same is a true and correct record of the said
WO W B
c= S 2z .
S 5 & proceedings, to the best of my knowledge, skill and ability.
2. & =2 Witness my Hand and Seal this lst day of April, 1966.
Nl S
@2 = gd
a 8 4%
= 3 ==
— ° 3
a g2
= I uf
— I iE
< <« S
as U oo . N .
_— & =& [|My Commission Explres:

March 13, 1969.

I*do hereby revtify
IS “‘.‘“,: R Y S RICTT S B
tiwe v,

I TSI d

‘that tho Por yratrg is

& -
SN R

v Moexioo
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race 1

BEFORE THE

NEW MEXICO OIL CONSERVATION COMMISSION

Santa Fe, New Mexico
March 9, 1966

EXAMINER HEARING

- e e wm @ = e w e m m e om = o= e m m e = e Em = e ® e - o=

IN THE MATTER OF:

Application of Union 0il Company of
California for a unit agreement, Eddy
County, New Hexico.

- e m m m m e om w m e = om m e owm = m w e om e ow w = o=

BEFORE:

Elvis A, utz, Gas Engineer

TRANSCRIPT OF HEARING

V\./vvvvvvvvvvvvvv

- -

Case No,

3382
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Union 01l Company, 17 and a half years.

MR. DURRETT: Application of Union 01l Company of
California for a unit agreement, Eddy County, New Mexico.

MR, HINKLE: <Clarence Hinkle appearing on behalf

Z
a
z
z
S
.z 8
o § §3 of Union 0il Company; we have one witness, Arthur Lewis, we
SR T
. 3 would like to have him sworn, please.
s g 5z
A 1 (Witness sworn.)
= 25 u: 3% .
a3 23 (Whereupon, Applicant's Exhibits
% LB 1, 2 & 3 marked for identificatig
L) 5 o e
o x 35 MR. UTZ: Any other appearances?
U g i3 il
o g §:
Pl S ARTHUR V. LEWIS, JR., awitness, having been
S x ““
w i 2 first duly sworn, was examined and testified as follows:
ao z §5
‘@ § g% DIRECT EXAMINATION
= i <3
S BY MR. HINKLE:
s ° §.—_
= z iz
— ¥ i3 Q State your name, please?
< < e
a § go
= % == A Arthur V. Lewis, Jr.

o) By whom are you employed, and in what capacity?

A Union 011 Company of California; District Geologist.

0 Have you ever testified before the 041 Conserxvation
Commission?
A I have not.
o} Are you a graduate petroleum engineer?
VA I'm a graduate geologist, William's College, 1948,

How long have y« . been employed by Union 0il Company




PAGE 3

0 How much of the time that you have been with Union

have your duties covered New Mexico or part of New Mexico?

£%]
r4
e
z
>
&
v
5 A I worked in New Mexico for over three years.
.
<> & Eg Q You're familiar with operations in Southeastern
| e . ]
. % Zz | New Mexico?
Qz %) D Z
> = Qg4
-::-’ & w
1
av Y28
o g 2
z .3
O e &
sy % 3x , .
= b ¢& | Arca in New Mexico?
—  § %3
<D z oW
€. & &% A Yes, I have.
@ S ex
LU, x N“
— 2 §; Q Are you familiar with the application of Union 0il
2 = 8
3 'x K] L)
‘ g; ¢ d¢%Z | in this case?
: ' ‘: 'sz'
: — .
L a - 82 A Yes, I am.
; = I if
= 25 . cals s 1ot
| o < % 0 Mr. Lewis, refer to your Exhibit "A", Exhibit 1, and
a> ¥ g2
-3 5 =2

explain what it shiows?

A This shows an outline of the proposed North Huapache
Unit setting forth lands that are Federal Lands, and the lands
that are State Lands. 78.57 percent of the land is Federal;

21.43 percent of the land is State.

Q Generally, in the region where is this area located

A Yes, sir. - I
Q Have you made a study of the North Huapache Unit |

with reference, say, to Carlsbad?

A Southwestern Eddy County, New Mexico, 23 or 24 miles

West of the City of Carlsbad. The Indian Basin is on the 24

miles East 6f the area.

Q Ts this area suitable and proper for unitization?




A Yes.

2
el
Z
3 Q Has an area bheen tentatively approved by the State
O
[¥)
S Land Office?
B
& 3 89 A Yes, it has.
as : I3 Q Now, refer to Exhibit Number 2 and explain what this
w 5 Z
<L - guf
= § 3§ | shows?
as §§
“E W2 A This is a subsurface structural contour map of the
0 & B .
,EE 5 gé Cisco Formation of the uppexr Pennsylvanian Age, contour
o ¢ 38 .
£ T =z interval of 100 feet. It shows in orange the area of the
w ¢ X
__ ¢ &) | North Huapache Unit, it shows a portion of the Indian Basin gas
as o] KS g
£ g3 |- -
g; § ¢z | field in the Northaastern part of the map.  The data points werg
1 e 3
z A 4
a 3 82 derived by combinatien of mechanical logs and it was identified
——— a < Z
== z w Z
ja )
S : 22 | as the top of the Cisco, and these points were identified as
a> £ geo
. — | s =2

subsea datums. Paralleling and in front of the Huapache

% ' Flexure one cof the gidges has an enclosure that has been proven
. by well congrol and in the Indian Basin Field starting aroung

i Section 4589, 22,835 feet, based on limited well control that is

present in the area. Superimposed on this map is a green outline

which is an aeromagnetic anomaly interpreted by the California
of fice covering both the area of the Indian Basin gas field and
North Huapache Unit. The shaded blue outline on the North and

Southbound direction limits the probable extent of porosity

in the Cisco Canyon Reef which is productive of the Indian

Basin gas field. All the data was prepared by me with the
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—
g exception of the aeromagnetic anomaly.
]
% Q Does Exhibit 1 show all the wells that have been
o
A
3 drilled in this area?
v
> O
. = o : . o .
> X QS A Yes, sir, the wells are identified by code in the
f o ) ]
ez g Y
. ¢ %z | lower left corner of the map as to those wells which produce
i s 2 %z
. L i ) - Qo .
"% & 3g | from the Cisco Canyon. One well produces from the Bend
k28
Ao “ 2‘0
= Z .§ Formation, Section 622South, 23 East, and the wells that
o0 8 e
= %2 ¢% | produce from the Morrow are circled in darker pencil.
[ R
- 8 28
poneg % %g Q Do you have this information that has been drawn from
i w s I
Yoo x N"'
— g §° | your subsurface interpretations and information obtained from
22 £ g3
: a $ 6% | these wells?
, = 5 °=
‘ ' - .<
5 as - gé A Yes, sir.
| = I i3
. ] z PR N
= 3 ;% Q In your opinion does the unit area cover all or
as 4 8o
b =} & -

substantially all of the geological feet or ancmaly which you

have indicated?

A Yes, sir.

0 And in the event of the production the unit would
give you effective control of the unit area of the old pool?

A Yes.

Q Does Union propose to drill a test well on the

unit area?

A We propose to drill a well located in the Northeast

Quarter of Section 23, Township 22 South, Range 23 East. The

location is 1980 from the North and East, but if surface

( .
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conditions won't permit this well 1980 from the East and 1980

2
8
Z
3 from the North--
[+]
v
g 0 How deep will this be drilled?
> [o]
I
¢y 8 ¥g A 1800 feet, Cisco Canyon test.
S 3
Ttz E% »
S 3 0 What will this well penetrate over in the Cisco
g2 8 32
- § §§ Canyon?
& I i
“? § o3 A The other potential formation is the Wolfcamp. This
LI W T
= < 3;«
1;5 5 %% | well was completed as a gas well that was plugged before we
&8 g8 _ ‘
Rl £z | obtained any commercial products from it.
it ¢ X
[ T s
— 2 %; Q Is there anything else that you would like to bring
@@ = g8
g; $ 9% | out with respect to this exhibit?
-]
' . L ,
; = i gg A The line of cross section indicated on the map extends
} [ nernd z :Z
: S
{ < 3 :zZ from Inman's Number 1 Cawley Draw Well across to the North
! a ¥ ge
| | voo=s

Huapache Unit in Section 122 South, 23 East, and this cross sectlion,

{ our Exhibit 3.

+ shows.,

oo

Q Refer to Exhibit 3 and explain what
A Exhibit 3 is a structural cross section drawn from

Inman's Numbey 1 Cawley Draw Unit on the left-hand end on the

A ety

West of the Huapache Unit and on the right-hand side to the
Southeast. Only the formationsfrom the lower part of the
WOlfcamp to the upper part of the Chester are included on

the cross section. As I said it's a structural ¢éross section.

The formations in the area are identified by name; Wolfcamp,

: cisco, Canyon, Strawn, Bend, Morrow and Chester. Within the
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Cisco Canyon Formaticn I have colored in blve the probable
extent of the Dolomite phases of the Cisco Canyon which is

expected to produce. The configuration of the Dolomite buildup

was obtained in the Indian Basin gas field and projected to the Test.

Q You believe that to be a reascnable interpretation
from the wells and all the data that's available?

A Yes, I do.

e Are you familiar with the unit agreement which has
been filed with the application in this case?

A Yes, sir.

Q Is this the same form of unit agreement ox
substantially the same form which has generally been used
where State and Federal Lands are involved?

A Yes, it is.

Q Who is the unit operator?
A Union 0il Company of California,
Q Does the unit produce the initial test wells that

you have already testified to?

A Yes, sir.
Q In your opinion if this unit is approved and the

well results in the discovery of unitized substances will the

unit agreement be in the interest of conservation?

A Yes.
Q Will the unit agreement promulgate easy recovery

of the substance?
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A Yes.

MR. HINKLE: We would like to of fer Exhibits 1, 2

(Whereupon, Applicant's Exhibits
1, 2 and 3 marked for
identification.)

MR. UrZ: Without objection they will be entered.

(Whereupon, Kpplicant's Exhibits
1, 2 and 3 admitted into
evidence.)

MR. HINKLE: ,That's all I believe ve have.

CROSS—EXAMINATION
BY MR, UTZ:
0 My. Lewis, I noticed on your cross gection that you

use the pend Morrow nomenclatuxe as synomnous, howeveyr on

Exhibit 2 you shov nomenclature for a Bend nomenclature

for the HMorrow.

A The reason I diad this, the exhibit was prepared for

company use and 0il consexvation commission use and I can't

gatisfactorily divide the exact dividing point between the
Bend and the Morrow, it's a matter of conjecture. The basal

that's producing in the wells is jdentified as Morrow Producer

Humbles' 10, Huapache and others. Tt's a sandstone base

Morrow and we Know it's Moxrrow. The wells producing in

section 622 South, 23 East are in the zore that we know as

Bend or Atoka, but we don't know for usrce where the point is

L.,__,______,____g_______ﬁ___/,/_,_,,,__’_ﬁ/_
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dividing these two formations. While we can identify the

zones that produce we can't draw a positive line on the
cross section that would tell for sure where it is.

0 I presume the commission was as confused as anybody
as to what to call these zones, therefore we call them
upper Pennsylvanian.

A Yes, sir.

Q Actually the Morrow Bend would be synomous with the
lower Bend?

A Yes, sir, in our conventional useage the upper is the
cisco Canyon and the lower is the Strawn Bend and Morrow.

MR. UTZ: Othexr questions? The witness may be

excused. The Comm

)

jbe

agion will take the case under advisement

¢

and call Case 3204.
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5 ss
% COUNTY OF BERNALILLO)
g 1, BOBBY J. DAVIS, Notary public in and for the County
x 9
&2 3 8¢ of Bgrnalillo, gtate of New Mexico, do hexeby certify that
o p 38
o WX
an g ﬁ; the foregoing and attached Transcript of Hearing pefore the
<> ¥ :g’u;
el g 3% New Mexico 0il conservation Commigsion was reported by me:
CERELY
o % .3 | and that the same is a true and correct recoxd of the said
ol - o e
20w 3, _
o % g8 proceedinqs, to the best of my xnowledge, skill and ability.
b = %3 witness ny wand and Seal this lst day of April. 1966.
_ 1
= = &3 /45}_/7
o 6 o%f -
N | NOPARY PUBLIC
= z 50
22 0 tH
= I 4f
= 3 i
S ¢ gz
— & =B My commission Expires:

March 13, 1969.
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