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PHIL R. LUCERO September 1, 1978
COMMISSIONER

Commissioner of Rblic I ands

P. O. 80X nes

SANTA FE, NEW AMEXICO s7908

Gulf 0il Corporation
P. O, Drawer 1150

2
Midland, Texas 79702 ’/Lo ) (p0%¢

Re: Sand Well Unit

Lea County, New Mexico
(TERMIHATION)

ATTENTION: Mr, R. E. Griffith

Geuntlemen:

Your second unit test well on the
been commenced July 30, 1978
Agreement .

capticned unit, was to of
» Pursuant to Section 9 of the it

Inasmuch as the second test well was not commenced, the

Sand Well Unit Agreement has termipated automstically as of July
30, 1978,

Pleasge advise all interested parties of.this action,

Very truly yours,

PHIL R. LUCEROD
COMMISSIONER OF PUBLIC LANDS

BY:

RAY D. GRAHAM, Dirvector

0il and Gag Division
PRL/RDG/s ' :

ce: OCD-Santa Fe, New Mexico®”
USGS-Roswell, New Mexico
USGS-Albuquerque, New Mexico
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SIP 11978
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Unit Name SAND WELL UNJ
Operator Gal¥ Enatgy ¢

T-EXPLORATORY

neT1s Conpany-U.8.

County Lea

DATE OCC CASE N0, #e 7 % EFFECTIVE  TOTAL — SEGREGATION —
APPROVED Qce oxumwlzb}.mhl.m.h. £/ DATE ACREAGE STATE FEDERAL DNOXRANCFEE CLAUSE TERMY
Commissioner /-22-7) \\...\»..uw
11-16-77 v 3,86292 1,800.32 1,922.60 120,00 Yes 5 yrs.
UNIT AREA
TOUNSHIP_23 SOUTH, RANGE 35 EAST, NMPM .
Sectiou 3: All i
Section 4: All 4 . o~
Section 9: All oo —~
Sectior 10: All o : \\.\ Ao. .
Section 15: All : _ : - W\A P '
Section 16: All _ : ‘
P\ 2
A LA
<t °




SAND WELL UNIT-EXPLORATORY

. Unit Name .
OUO" a RON. ﬂﬂ uéggng%d . m °
' County Lea
STATE LEASE INSTI- RATIFIED ACREAGE
TRACT NO,. NO. TUTI0N SEC, TWP. RGE SUBSECTION DATE ACRES NOT
, RATIFIED LESSEE
13 B~-1040-1 C.S. 16 235  35E B/2SE/4 NOT COMMITTED : 80.00  Amerada Hess Corporation
14 1-347 C.S. 4 238 35E 8/2 9+22~77 360.00 Gulf 0:il Corporation
9 238 35 NE/4NE/4
15 1-439 C.S. 16 23s 35E w/2, W/28E/4 9=22-77 400,00 Gulf 011 Corporation
16 L=2497 C.S. 9 238 35E s/2 9=22-77 480.410 Gulf 0i.1 Corporation
16 23S 35E NE/4 _
17 L-4888 C.S. 9 235 35E W/4, W/2NE/4, SE/4NE/4 10-14-77 .280.00 Mesa Petroleum Company
18 :G=-3231 C.S. 4 23S 35E Lot 1, 5/2N/2 9~22-77 200.:2 Gulf 0il Corporation
1..1.7&
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
November 16, 1977

EXAMINER HEARING

| IN THE MATTER OF:

L P P N e )

Application of Guif 0il Corporation CASE
for a unit agreement, Lea County, 6082
— 3 New Mexico. :
8 ®
8§ 0f--moemeee-- B ettt
— ; ~§
AR |
A %;EJg | BEFORE: Richard L. Stamets, Examiner.
ve X ey }
e~ g8s%
- § o F R4S
; §§% TRANSCRIPT OF HEARING
: 82
= Fyel
~ B84 APPEARANCES
- P
, L é For the New Mexico 0il Lynn Teschendorf, Esqg.
- 8 Conservation Commission: Lecal Counsel for the Commission

State Land Office Building
Santa Fe, New Mexico

t: Jeffrey 6. Shrader, Esg. .
Attornev at Law
The Gulf Companies
P. 0. Rox 1150
Midland, Texas
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1 INDEZX

3 1. Appearances

4 2. The Witness, Mr. Ches Blackham
SH Direct Examination bv Mr. Shrader
- 8 Witness Excused

7 3. The Witness, Mr. Gerald J. Savage
8 Direct Examination by Mr. Shrader
9 Witness Excused

10} 4. Reporter's Certificate
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: } 14 EXHIBIT INDEX
S

15| Applicant's Exhibit No. 1, Ratification
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MR. STAMETS: Call the next case, Case 6082.

MS. TESCHENDORF: Case 6082, application of Gulf

0il Corporation for a unit agreement, Lea County, New Mexico.

-9

MR. SHRADER: Mr. Examiner, my name is Jeff Shrader
fand I am representing Gulf 2il Corporation. I am from Midland,
I Texas, and I have two witnesses to be sworn.

(THEREUPON, the witnesses were sworn,)

8 MR. SHRADER: Mr. Sperling of Albuguerque has entered
3 g la letter of appearance on behalf of Gulf in this case and
LQ i
[ ]
% 8 10 I would like to ask the Examiner to let the record indicate
»
i
siﬂ 11 jthat Mr. Sperling has entered that letter of appearance.
oo
gEgg 12 MR. STAMETS: The record will so show.
LY —
Bz
o~
E 188 14 CHES BLACKHAM
QL4 '
ES%
. = 15 lwas called as a witness by the applicant, and having been
® O
3 16 {first duly sworn, testified upon his oath as follows, to-wit:
17
18 DI-.ECT BVYAMTNAMT AT

19 IBY MR. SHRADER:

20 Q Please state your name and by whom you are employed

21 fand in what capacity?

22 A Ches Blackham and I am employed by Gulf 0©il

23 [Corporation as a land agent.

24 c While you have been with Gulf have part of your dutie

% Jlas a land agent consisted of formulating the proposed Sa

5 a
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Unit?

A Yes, they have.

Q So, you are familiar with the negotiations that
have gone on in putting this unit together and vou do have
;personal knowledge as to the numbers of interest owners who
| have agreed to the formation of this unit and you are familiar é
'with the unit agreement?
A Yes, I am.

MR. SHRADER: Mr. Exaﬁiner, is the witness qualifiedi
f with respect -~ with regards to the status of the unit?

MR. STAMETS: Yes, he is qualified.

Q (Mr . Shrader continuing.) Now, in this application
Gulf is seeking approval of its Sand Well Unit which will be
located in Toﬁnship 23 South, Range 35 Fast, in Lea County,

New Mexico, and what type of a unit is the Sand Well Unit?

A It is a federal exploratory unit covering three

comprised of federal, state and fee land.

“ Having marked as Gulf 0il Exhibit Number One shows
a breakdown as to acreages. As is shown the federal acreage
consists of;one thousand nine hundred twenty-two point sixty
acres or fifty point oh three percent of the unit.

State lands consist of one thousand eight hundred

point thirty—-two acres or forty-six voint eighty-five percent

i

nof the uvnit.
]
i




Santa Fe, New Mexico 87501

General Court Reporting Service
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Fee lands constitute one hundred and twenty acres

or three point one-two percent of the unit.

“ 0. What else does Gulf's Exhibit Number One show?

A The various columns from two through four of Gulf's
Exhibit Number One are as follows: Column Number One shows
the tract number as it appeared on Exhibit B of the unit
agreement.

Column Number Two gives the legal description of

each tract within the unit area.

Column Three is the percentage of the area that that
tract covers and the exact acreage that that tract covers.

Column Number Four gives the serial of the lease,
itself, and the expiration date.

Column Number Five shows the basic royalty of the
particular lease and the royalty owner.

Column Number Six shows the lessee of record and

whether or not the lessee of record is committed to the unit.

Column Mumbar Seven cheows the name of the overriding

royalty owner, if there is one. It also shows the percentage

has been committed.

Column Humber Eight shows the working interest owner
and the perceantage of the working interest that has been
committed to the unit.

0 Do you have a cooy of the proposed Sand Well Unit
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No. 122, Santa Fe, Now Mexico 87501

Phone (505) 982-9212
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Agreement?

A Yes. Gulf's Exhibit Number Two is a copy of the
proposed unit agreement.

Q Is this unit agreement in a form previously approved;
by the United States Geological Survey and by the Commissioner;

of Public Lands for the State of New Mexico?

A

0

Yes, it is.

And in this unit agreement is there

for royalty and overriding royalty based upon

participation

acreage within

the participating area?

A, Yes, it is.

Q Does the proposed unit agreement contain a segregati-zé

clause for non-~productive acreage?

A Yes, it does.

0. Does the unit agreement provide for subseguent
joinder?

A Yes, 1t does.

4 "What is the status of the unit at the present time

with respect to approval by the U.S.G.S. and the Commissioner

£ Public Lands for the State of New Mexico?

[u

o
A We have received preliminary approval by both the
U.S.G.S. and the Commissioner of Public Lands of the State of
New Mexico.
0 What is the status of sign-up of the variouS-classeg

of owners regarding this unit?

:
3




sid morrish rcporting service

R

122, “snta Fe, New Mexico 87501

General Court Xuparsing Sarvice
Phone (505)982-9212

825 Calle Mejia, No.

1§

16

7

18

19

21

24

A We have prepared an Exhibit Number Three which
shows the current status of the various owners which I will
explain.

Section A under federal acreage -- lessee of record,

| a11 lessees of record and working interest owners are

committed to the unit.

There are fifteen individual overriding royalty

§ owners thirteen of which have ratified the unit agreement.
| The remaining two royalty owners have indicated that they
|l will ratify but ratifications wer= not received prior to

¥ the time of our coming to the hearing.

Section B on state acreage, two of the three lessees

One of these working interest owners is the lessee of record
that has not committed,

These two parties have been or are being carried
by the other working interest owners in the unit agreement.
There are no overriding royalty interest owners.

The fee acreage which there are one hundred and

twenty acres,:ninety-two percent of this one hundred and

twenty acres is under lease to fulf 0il Corporation and there-

fore committed to the unit.
Ratifications have been received by seventeen point

one four percent of the royalty interest owners.

We anticipate that we will receive the majority of
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1 jratification. There are only two parties with interest of
2l a fourth interest of this one hundred and twenty acres that

3ji have indicated that they may not ratify the unit agreement.

4 Q Now, under the state acreage all of the working
5§ interest ownars are either actually committed or are being

6 | carried by the other committed owners, is that correct?

7 A Under the state, yeah, that is correct.
- 8 Q. Were these exhibits prepared by you or under your
- 3 2 | supervision?
o
% :é 10 A Yes, they were.
f g;: 1 Q Is there any necessity of a quick approval or action
- ggfg 12 f on this unit agreement?
- §§§§ 13 A Yes, there is and if I may explain. The well has
j %Efé | 14 | been spudded and is presently drilling at approximately ten
— -_g g 18 # thousand two hundred and fiftiy feet.
5 - § 16 The reason that it was spudded prior to the final

i7 || approval is we had a lease expiration problem which we
‘ v C 18 | communitized the east half of Section 9, 23 South, 35 East,
19 | to hold this lease.
20 We have another lease expiration date being the
- 21 || twenty-first of November. Plus as -- part of this well can
gualify as a unit well under the terms of the unit agreement
which states that we shall test all formations to the

Pennsylvanian Age and we have been advised that we cannot

8 ¥ 8 N

test all of those formations or drill through them prior to
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| final approval of this unit. Otherwise the well will not

| count as a unit well.

MR. SHRADER: Mr. Examiner, I have no further

| questions of the witness.

MR. STAMETS: Are there any questions of the witness

| He may be excused.

{THEREUPON, the witness was excused.)

GERALD J. SAVAGE

was called as a witness by the applicant, and having been

| first duly sworn, testified upon his oath as follows, to-wit:

DIRECT EXAMINATION

| BY MR. SHRADER:

Q Would you please state your name and by whom you are

’Zemployed and in what capacity?

A I am Gerald Savage and I am employed by Gulf 0il
Corporation as Senior Exploration Geologist in Midland, Texas..
0. Have you previously testified before the New Mexico
0il Conservation Commission and stated your qualifications

as a geologist?

A Yes, I have.

Q Have they been accepted?

A Yes, they have.

MR. SHRADER: Mr. Examiner, is the witness qualified®

i e e
S i R A i R 9 S
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MR. STAMETS: He is considered gqualified.
Q (Mr. Shrader continuing.) What is the purpose of

! the Sand Well Unit?

A The purpose of the Sand Well Unit is to evaluate

i presence of porous Morrow sandstones as found in the Amoco

| No. 1 Rock Lake Unit ard the Union 0il Company No. 1 Northern

3 Natural State, both located three miles north of our
& ] .
% é proposed unit well.
i:;a Seismic data indicates these sands should be found
§§§§ 12 § higher structurally and on trend to the southeast at the
Egg 13i lozation of the initial test well.
gg%ﬁ 14 0 What is the location of the initial test well for
% g 15 this unit?
3 16 A The initial te‘st well is located in Section 9,

17 I Township 23 South, Range 35 East, nineteen hundred and eighty

18 || feet from the south line and nineteen hundred and eighty

19 u feet from the east line, Lea County, New Mexico.

20 c What are the formations to be tested by this well?
21 A »' We intend to test all formations of Pennsylvanian
22 I aAge and if at the base of the Pennsylvanian we are structurall
23 i well located we plan to continue to and test the Fusselman

24 §l formation.

25 Q Do you have an exhibit which shows the boundaries

R e R RN PRI




of the proposed unit?

A Yes, I do. It is 5ulf's Exhibit Number Four and thid
| exhibit shows the boundarv of the proposed unit with a

hachured line. The unit includes Sections 3, 4, 9, 19, 15
 and 16 of Township 23 South, Range 35 East, Lea County, New

Mexico.

The location for the initial test well for the Sand

Well Unit is shown by a yellow circle on the exhibit.

0. Now, does Gulf Exhibit Number Four show the location |

|
7501

10 | of the Amoco No. 1 Rock Lake Unit and the Union Cil Company

11 { No. 1 Northern Natural State?

3 [
t.3
[ 3
3
32
_ %;~;a
B §:§ 12 A Yes, these two tests are shown in Section 28, Townshi
w 8.~
&3
§§g§, 13} 22 South, Range 35 East on the exhibit.
o~ 8
- E;iz 14 0. What else is shown by this exhibit?
3%
_ g ; 18 A This exhibit also shows a structure contoured on the
3 .
Q
an

16 jj top of the Morrow formation influenced by seismic data at the
17 f} Fusselman level with a contour interval of one hundred feet.

_ 18 It is shown to be bounded on the east and west
- |

- 19 || sides by down to the west faults and all sections are cut by

20 | the minus ten thousand six hundred and fifty foot contour

21 §i level.

22 Q What chance do you feel that this unit has for the
23 j successful recovery of hydrocarbons?

24 A I feel that this prospect is one of the best I have

recently encountered in that the Morrow sands are present and

!
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have proved to be productive in the Union 0il well to the
north and should be present and structurally bettervlocated
under the proposed unit.

Q From a geological viewpoint do you Lkelieve the
formation of this unit will protect correlative rights and
prevent waste?

A Yes, I believe it will.

0 Were these exhibits prepared by you -- or was this
exhibit prepared by you, I mean, or under your supervision?

A Yes, it was.

MR. SHRADER: Mr. Examiner, I have no other question
at this time and I would offer Gulf's Exhibits Numbers One
through Four in this case.

MR. STAMETS: These exhibits will be admitted. Any
questioné of the witness? He may be excused. Anything
further in this case? The case will be taken under advisement.

(THEREUPON, the witness was excused and

the case was concliuded.)

MR e
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REPORTER'S CERTIFICATE

I, SIDNEY F. MORRISH, a Certified Shorthand Reporter,

do hereby certify that the foregoing and attached Transcript

of Hearing before the New Mexico Nil Conservation Commission

was reported by me, and the same is a true and correct record

of the said proceedings to the best of my knowledge, skill and

ability.

Morrish, C;S,R.

(£ Examiner

New Mexico 0il Coﬁéé';va%isa égmmission

-
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IN THE MATTER OF:

Application of Gulf 0il Corporation
for a unit agreement, Lea County,

New Mexico.

BEFORE THE
OIL CONSERVATION COMMISSION
nta Fe, New Mexico
November 16, 1977

EXAMINER HEARING

CASE
6082

Wt Nl Nt sl g Ve s

BEFCRE: Richard L. Stamets, Examiner.

TRANSCRIPT OF HEARING
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For the New Mexico 0il
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For the Applicant:

Lynn Teschendorf, Esq.

Santa Fe, New Mexico
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MR. STAMETS: Call the next case, Case 6082.

MS. TESCHENDORF: Case 6082, application of Gulf
0il Cnrpo?ation for a unit agrsament, Lea County, Reﬁ iiexico.

MR. SHRADER: Mr. Examiner, my name i3 Jeff Shrader
nand I am representing Gulf 0il Corporation. I am from Midland,
Texas, and I have two witnesses to be sworn. ‘

(THEREUPON, the witnesses were sworn.)

MR. SHRADER: Mr. Sperling of Albuguarque has ente

a letter of appearance on behalf of nulf in this case and

I would like to ask the Examiner to let the record indicate

that Mr. Sperling has entered that letter of appearance.

MR. STAMETS: The record will so show.

CHES BLACKHAM

was called as a witness by the applicant, and having been

first duly sworn, testified upon his oath as follows, to-wit:

DIRECT EY¥AMINATION

BY MR. SHRADER:

Q Please state your name and by whom you are employed

|

and in what capacity?

A Ches Blackham and I am employed by Gulf 0i1l
Corporation as a land agent.

0. While you have been with Gulf have part of your duti

as a land agent consisted of formulating the proposed Saﬂd Welv

&
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1 JUnit?

2 A Yes, they have.

3 0 So, you are familiar with the negotiations that

4 | have gone on in putting this unit together and you do have

5 | personal knowledge as to the numbers of interest owners who

6 | have agreed to the formation of this unit and you are familiar ;

7 jwith the unit agreement?

8 A Yes, I am.

9 MR. SHRADER: Mr. Examiner, is the witness qualified |
10 jwith respect -~ with regards to the status of the unit?

1" MR. STAMETS: Yes, he is qualified.

12 ¢} (Mr. shrader continuing.) Now, in this application

13 i Gulf is seeking approval of its Sand Well Unit which will be

Phone (505) 982-9212

14 {| located in Township 23 South, Range 35 Fast, in Lea County,

General Court Peporting Service
825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

IR T
sid morrish reporting service

15 | New Mexico, and what type of a unit is the Sand Well Unit?

18 2 It is a federal exploratory unit covering three

17 | thousand eight hundred forty-two point ninety-two acres of 1la

— 18 [l comprised of federal. state and fae land.

19 Having marked as Gulf 0il Exhibit Number One shows

20 || 2 breakdown as to acreages. As is shown the federal acreage

e 21 j consists of one thousand nine hundred twenty-two point sixty

‘22 |l acres or fifty point oh three percent of the unit.

23 State landes consist of one thousand eight hundred

24 j point thirty-two acres or forty-six voint eighty-five percent

of the unit.

£ ?ﬂ‘k i 11
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1 Fee lands constitute one hundred and twenty acres

2 [ or three point one-two percent of the unit.

3 Q What else does Bulf's Exhibit Number One show?

) A The various columns from two through four of Gulf's
SHExhibit Number One are as follows: Column Number One shows
- 6 | the tract number as it appeared on Exhibit B of the unit

7 || agreement.

8 Column Number Two gives the legal description of

9 | each tract within +he unit area.

10 Column Three is the percentage of the area that that |
11 § tract covers and the exact acreage that that tract ccvers.
12 Column Number Four gives the serial of the lease,

13 itself, and the expiration date.

General Court Reporting Service
Phone (508) 982-9212

825 Calle Mejia, No. 122, Santa Fo, New Mexico 87501

14 Column Number Five shows the basic rovalty of the

15 | particular lease and the royalty owner.

; R | .
sid morrish reporting service

16 Column Number Six shows the lessee of record and

17 | whether or not the lessee of record is committed to the unit.

"
'
£
Y

- 18 ‘ Column Number Seven shows the name of the cover
19 || royalty owner, if there is one. It also shows the percentage

20 || of overriding royalty retained and whether or not that interes

-~ 21 § has been committed,
- 22 Column Number Eight shows the working interest owner
23 | and the percentage of the working interest that has been
- 24 | committed to the unit.

- L Q Do you have a copy of the proposed Sand Well Unit

R e




Page § |
1 j| Agreement? '
2 A Yes. Gulf's Exhibit Number Two is a copy of the f
3 | proposed unit agreement.
4 Q Is this unit agreement in a form previously approved

g | by the United States Geological Survey and by the Commissioner

6 of Public Lands for the State of New Mexico?

7 A Yes, it is.
o Q And in this unit agreement is there participation
- for royalty and overriding royalty based upon acreage within
g 9 y
o~
8 E 10 || the participating area?
E%’F oA Yes, it is.
g"ﬁég nag |
Egia 12 o Does the proposed unit agreement contain a segregaciop
3fa ,
e 8.
€ ;fr% 13 | clause for non-productive acreage? 3
£ &
Eggé 1 A Yes, it does. ]
.2 A
< cg 15 0 Does the unit agreement provide for subsequent
- g
2 16 | joinder? 3
-
17 A Yeg, it does.
18 Q What is the status of the unit at the present time

19 with respect to approval by the U.S.G.S. and the Commissioner
20 of Public Lands for the State of New Mexico?

21 A We have received preliminary approval by both the
22 |U+S.G.S. and the Commissioner of Public Lands of the State of
23 ||New Mexico. ’

24 Q What is the status of sign-up of the various classes

25 {of owners regarding this unit?
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§ A We have prepared an Exhibit lumber Three which
2 || shows the current status of the various owners which I will

3 || explain.

4 Section A under federal acreage -- lessee of record,

5 || a1l lessees of record and working interest owners are

g || committed to the unit.

7 There are fifteen individual overriding royalty

g || owners thirteen of which have ratified the unit agreement.

g [| The remaining two royalty owners have indicated that they

10 | Will ratify but ratifications were not received prior to

11 | the time of ocur coming to the hearing.

121 Section B on state acreage, two of the three lessees %
13 | of record have committed four of six working interest owners.

14 || One of these working interest owners is the lessee of record

15 {| that has not committed.

17

16 These two parties have been or are being carried
by the other working interest owners in the unit agreement.

18 || There are no overriding royalty interest owners.

ll

19 The fee acreage which there are one hundred and
20 || twenty acres, ninety-two percent of this one hundred and

21 || twenty acres is under lease to Sulf 0Oil Corporation and there-

.99 || fore committed to the unit.

23 Ratifications have been raceived by seventeen point
24 || one four percent of the royalty interest owners.

2 We anticipate that we will receive the majority of

e “‘WW
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16

17

19

21

23

24

| ratification. There are only two parties with interest of
a fourth interest of this one hundred and twenty acres that
| have indicated that they may not ratify the unit agreement.
Q Now, under the 3tate acreage all of the working

i interest owners are either actually committed or are being
| carried by the other committed owners, is that correct?

A Under the state, yeah, that is correct.

U £ . T T L

Q Were these exhibits prepared by you or under your

| supervision?
A Yes, they were.
Q Is there any necessity of a quick approval or action p

t on this unit agreement?

A Yes, there is and if I may explain. The well has
been spudded and is presently drilling at approximately ten
thousand two hundred and fifty feet.

The reason that it was spudded prior to the final
approval is we had a lease expiration problem which we

communitized the east half of Section 9, 23 ¢

outh, 38 East,
| to hold this lease.
We have another lease expiration date being the
twenty-first of November. Plus as -- part of this well can
qualify as a unit well under the terms of the uni£ agreement
which states th#t we shall test all formations to the

Pennsylvanian Age and we have been advised that we cannot

test all of those formations or drill through them prior to

U T T T A T T T P r I TOaT -4 R Ry
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1 | final approval of this unit. Otherwise the well will not

2 | count as a unit well.

3 MR. SHRADER: Mr. Examiner, I have no further

4 | questions of the witness.

5 MR. STAMETS: Are there any questions of the witness

s | He may be excused.

7 (THEREUPON, the witness was excused.)
B 8
3 9 GERALD J. SAVAGE

10 | was called as a witness by the applicant, and having been

11 | first duly sworn, testified upon his oath as follows, to-wit:

[ ]

§ .

§ 12

3 1 DIRECT EXAMINATION
£

14 | BY MR, SHRADER:

General Court Raporting Ssvvice
825 Calie Mejia, No. 122, Santa Fe, New Mexico 87501

|
sid morrish reporting service

15 143 Would you please state your name and bv whom you are

16 | employed and in what capacity?

17 A I am Gerald Savage and I am employed by Gulf 011
; 18 || Corporation as Senior Exploration Geologist in Midland, Texas. 1}
- 19" Q Have vou previously testified before the New Mexico
- 20 | 011 Conservation Commission and stated your qualifications
t 21 || &8 a geologist?
- 22 A Yes, I have.
’ 3§ @  Have they been accepted?
- 24| A Yes, they have.
- 2% MR-. SHRADER: Mr. Examiner, is the witness qualifieci’
- i

N R N5 Nt % e e o .
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1 MR. STAMETS: He is considered qualified.

2 Q (Mr. Shrader continuing.) What is the purpose of
3l the Sand Well Unit?
4 A The purpose of the Sand Well Unit is to evaluate

5 | the potential for oil and gas under the unit area. This

Y

6 | prospect is based on subsurface well data indicating the
7 § presence of porous Morrow sandstones as found in the Amoco
8 | No. 1 Rock Lake Unit and the Union 0il Company No. 1 Northern

g | Natural State, both located three miles north of our

I L A -

10 | proposed unit well.
n Seismic data indicates these sands should be found i i
12 § higher structurally and on trend to the southeast at the

13 | location of the initial test well.

Phone (505) 982-9212

TR S AT

14 Q What is the location of the initial test well for

15l this unit?

sid morrish reporting service
General Court Reporting Service

825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

16 A The initial test well is located in Section 9,

17 | Township 23 Scuth, Range 35 Bast, nineteen hundred and eighty
18 || feet from the south line and nineteen hundred and esighty ?‘i
19 | feet from the east line, Lea County, New Mexico. | 4
20 1} What are the formations to be tested by this well?

7 A We intead to test all formations of Pennsylvanian

‘22 | Age and if at the base of the Pennsylvanian we are structuraliﬁ
23 | well located we plan to continue to and test the Fusselman
24 | formation. « : : %

2% ) Do you have an exhibit which shows the boundaries f é
[ |




1 lof the proposed unit?

2 A Yes, I do. It is Gulf's Exhibit Number Four and thi
3 || exhibit shows the boundary of the proposed unit with a

4 || hachured line. The unit includes Sections 3, 4, 9, 10, 15

5 land 16 of Township 23 South, Range 35 East, Lea County, New

g | Mexico.

? The location for the initial test well for the Sand
g fWell Unit is shown by a yellow circle on the exhibit.

9 Q Now, does Gulf Exhibit Number Four show the location |
10 | of the Amoco No. 1 Rock Lake Unit and the Union 04l company
11 iNo. 1 Northern Natural State?

12 A Yes, these two tests are shown in Section 28, Township

13122 South, Range 35 East on the exhibit.

No. 122, Santa Fe, New Mexico 87501

General Court Reporting Service
Pnone (505) 982-9212

i
sid morrish reporting service

= : 18 ) What clse is shown by this exhibit?
[ L]
- g 1g A Thie exhibit 2135 shows a structure contoured on the
— g 16 | top of the Morrow formation influenced by seismic data at the
B 17 | Pusselman level with a contour interval of one hundred feet.
18 It is shown to be bounded on the east and west =
19 | sides by down to the west faults and all sections are cut by
20 | the minus ten thousand six hundred and fifty foot contour
) 21 | level.
~ 22 0 What chance do you feel that this unit has for the g
) 23 || successful recovéry of hydrocarbons? j
A 24 A I feel that this prospect is one of the best I have ' =
- 25 Trecently encountered in that the Morrow sands are present and |

e 1 et A R e s




t have proved to be productive in the Union 611 well to the
;north and should Le present and structurally better located
| under the proposed unit.

Q From a geological viewpoint do you believe the
formation of this unit will protect correlative rights and
i prevent waste?

A Yes, I believe it will.

0 Were rthess exhibits prepared by you -- or was this
3 9 iexhibit prepared by you, I mean, or under your supervision?
§ :é m A . Yes, it was. |
‘Egi: 1| MR. SHRADER: Mr. Examiner, I have no other guestion
- %;gfg 12 | at this time and I would offer Gulf's Exhibits Numbers One Aif
SR %;i% 13 | through Four in this case.
; : gg%g 14 | MR. STAMETS: These exhibits will be admitted., Any
- ;sg 15 [ questions of the witness? He may be excused. Anything
% - 8 16 | further in this case? The case will be taken under advisement.
B 17 (THEREUPON, the witness was excused and
18 the case was concluded.)

R S R
R R B RN B 8B 3

EIPORE C-s




Page 13
1 REPORTER'S CERTIFICATE
) 2 I, SIDNEY F. MORRISH, a Certified Shorthand Reporter, 1
_ 3 jdo hereby certify that the foregoing and attached Transcript §

of Hearing before the Vew Mexico 0il Conservation Commission

- 3
[ a =
- [ =] 1
§
: 223
§£2
— 58
Big =
[z H
gﬁ‘g ,i
_ o~
i:ﬁé
£
- g &d
_ g § 185 ;
- a
‘ 17
- ) -
19
20
21
2
23
- 24
e 5 e

T i ) o s ik g e 7 - TR e e e e S R | PN




Unit Name

SAND WELL UNJ

T~EXPLORATORY

Operator Gult Biergy 3 nANATEYs Company=-U.S.
County Lea
. ————
DATE OCC CASE N0.(fe 7 X "EFFECTIVE  — TOTAL _ SECREGATION
APPROVED OCC ORDER NO K- 558/ DATE ___ACREAGE STATE . FEDERAL INOEKNFEE CLAUSE TERM
Commissioner /e22-7) 11=17-77
UNIT AREA .
TOWNSHIP nm SOUTH, RANGE Mm EAST, NMPM
Section 3: All
Section 4: All
Section 9: All -
Section 10; All
Section 15: All
Section 16: All

i e v




Unit Name

Operator
County
STATE LEASE INSTI~ . RATIFIED ACREAGE
TRACT NO,  NO, TUTION SEC, TWP, RGE, SUBSECTION DATE ACRES NOT
. RATIFIED LESSEE
13 B-1040-1 C.S. 16 238 35E E/2SE/4 NOT COMMITTED 80,00 Amerada Hess Corporation
14 1L~347 c.s. 4 238 35E s/2 o 9-22-77 360.00 Gulf 0il Corporation
9 238 35E NE/4NE/&
15 L-439 C.S. 16 238 35E W/2, W/2sE/4 9-22-77 400,00 Gulf 0il Corporaticn
16 L=2497 C.S. 9 238 35E s/2 9-22-77 480,00 Gulf 0il Corporaticn
16 23s 35E NE/4 ,
17 L-4888 c.S. S 238 35E W/4, W/2NE/4, SE/4NE/4 10-14=77 280.00 Mesa Petroleum Coxmpany
18 :G=3231  C.S. 4 238  35E Lot 1, S/2N/2 92277 200,32 Gulf 0il Corporation
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DIRECTOR LAND COMMISSIONER
JOE D. RAMEY PHIL R. LUCERO

OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO
P. 0. BOX 2088 - SANTA FE

3

STATE GEOLOGIST
EMERY C. ARNOLD

November 29, 1977

- Re:
Mr. Jeff Shrader

Attorney

Gulf 0il Corporation

P. 0. Drawer 1150

Midland, Texas 79702

Dear Sir:

ors
AT 2 Y

JDR/ £d
Copy of order also sent to:

Hobbs OCC
Artesia 0OCC
Aztec 0OCC

Cther

Enclosed herewith are two copie:

Commigssion order recently

-
-

CASE No. 6082
1

ORDER NO., R-558

Applicant:

Gulf 0il Corporation

3 of the above~referenced
red in the subject case.

e 2




| IN THE MATTER OF THE HEARING
' CALLED BY THE OIL CONSZRVATION

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 6082
Order No. R-5581

APPLICATION OP GULF OIL CORPORATION

FOR APPROVAL OF THE SAND WELL UNIT
AGREEMENT, LEA COUNTY, NEW MEXICO,

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on November 16, 1977
at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this 22n4 day of November, 1977, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being fully
advised in the premises,

FPINDS:

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

{(2) That the applicant, Gulf 0il Corporation, seeks approval
of the Sand Well Unit Agreement covering 3842.92 acres, more or
less, of Btate, Pederzl and Fes lands described as follows:

LEA COUNTY, NEW MEXICO
TOWNSHIP 23 SOUTH, RANGE 35 EAST, NMPM

Sections 3 and 4: Al})
Sections 9 and 10: All
Sections 15 and 16: All

(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 Sand Well Unit Agreement is hereby approved.

. gt
PR S-S A T AL W
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-2-
'Case No. 6082
Order No. R-5581

{2) That the plan contained in said unit agreement for the

' development and operation of the unit area is hereby approved in

| principle as a proper conservation measure; provided, however,
that notwithatanding any cf ths provisions contained in said unit

agreement, this approval shall not be considered as waiving or

i relinquishing, in any manner, any right, duty, or obligation which
' is now, or rmay hereafter be, vestad in the Commission to supervise

and control operations for the exploration and development of any
lands committed to the unit and production of oil or gas tharefrom

{(3) That the unit operator shzll file with the Commission
an execuced original or executed counterrart of the unit agreement
within 30 days after the effective date thereof; that in the esvart
o? subsequent joinder by any party or expansion or contraction of
the unit area, the unit operator shall file with the Comsmission
within 30 days thereafter counterparts of the unit agreement
refi:iting the subscription of those interests having joined or
rat ad.

(4) That this order shall become effective upon the approwval
of said unit agreement by the Commissioner of Public Lands for the
State of New Mexico and the Director of the United States
Geclogical Survey; that this order shall terminate ipso facto
upon the termination of said unit agreement; and that the last
unit operator 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.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

PHIL R. LOCERO, Chairman

ISEAL
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Gulf Energy ane Sho= als Compnny-U,$,

SOUTHWEST DIVISION

R. E. Griftith

P. O. Drawer N30
3 MANAGER.LAKD

Midland, TX 79702

December 5, 1977

Re: Sand Well Unit
Lea County, New Mexico

Oil Conservation Commicsion (./h/o , é) ()52/

State of New Mexico

P.O. Box 2088

Santa Fe, New Mexico 87501
Attn: Mr. Phil R. Lucero

Gentlemen:

Pursuant with paragraph three of Order No. R-5581, I am
enclosing one executed original Sand Well Unit Agreement.

If we can be of any further assistance, please contact
Mr. Chesley Blackham of our Land Department.

Yours very truly,

& Sk

R. E. Griffith

CTB:dl1lm
Enc.
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION

SANDWELL
UNIT AREA

COUNTY OF LEA
STATE OF NEW MEXICO

NO.
THIS AGREEMENT entered into as of the 22pd day of September

19 77 by and between the parties subscribing, ratifying or con-
senting heretb, and herein referred to as the "parties hereto".
WITNESSETH: '

HHEREAS, the parties hereto are the owners of working,
royalty, or other 0il and gas interests in the unit area subject
to this agreement; and

WHEREAS, the Hineral Leasing Act of February 25, 1920, 41
Stat. 437, as amended, 30 U.S.C. Secs. 181 et seq., authorizes
Federal lessees and their representatives to unite with each other,
or jointly or separately with others, in collectively adopting
and operating a cooperative or unit plan of development or opera-
tion of any ¢il or gas pool, field, or like area, or any part
thereof for the purpose of more properly Eonserving the natural
resources thereof whenever determined and certified by the Secretary
of the Interior to be necessary or advisable in the public interest;
and

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

Mexico; and




-t

-t

- [ S — [ — — [ —
(o] ~ o o » w ~N - o Y-} [+~] ~ (-] (5] E- ) w ~N

—
o

21
22
23
24
25
26
27
28
29
30

WHEREAS, the 0il Conservation Commission of the State of
New Mexico is authorized by an Act of the Legislature (Article 3,
Chapter 65, Vol. 9, Part 2, 1953 Statutes) to approve this agree-
ment and the conservation provistions hereof; and
WHEREAS, the partie: hereto hold sufficient interests in the
SANDWELL Unit Area covering the land

hereinafter described to give reasonably effective control of opera-
tions therein; and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste, and secure other benefits obtain-
abie through development and operation of the area subject to this
agreement under the terms, conditions and 1imitations herein set
forth;

4OW THEREFORE, in consideration of the premises and the pro-
mises nerein contained, the parties hereto commit to this agreement
their respective interests in the below-Zefined unit area, and
agree severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act
of February 25, 1920, as amended, supra, and all valid pertinent
regulations, including operating and unit plan regulations, hereto-
fore issued thereunder or valid, pertinent and reasonable regula-
tions hereafter issued thereunder are accepted and made a part of
this agreement as to Federal lands, provided such requlations are
not inconsistent with the terms of this agreement; and as to non-
Federal lands, the oil and gas operating requlations in effect as
of the effective date hereof governing dfilling and producing
operations, not inconsistent with the terms hereof or the Taws
of the State cf which the non-federal land is located, are hereby
accepted and made a part of this agreement.

2. UNIT AREA. The area specified on the map attached hereto
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marked Exhibit "A" is hereby designated and recognized as
constituting the unit area, containing _3842 .92 acres, more or
less.

Exhibit "A" shows, in addition to the boundary of the unit
area, the boundaries und identity of tracts and leases in satd
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
"R" shall be revised by the Unit Operator whenever changes in
the unit area render such revision necessary, or when requested
by the 0il1 and Gas Supervisor, hereinafter referred to as "Super-
visor," or when requested by the Commissioner of Public Lands of

the State of New Mexico, hereinafter referred to as "Commissioner,”

and not less than five copies of the revised exhibits shall be
filad with the Supervisor, and two copies thereof shall be filed
with the Commissioner, and one copy with the New Mexico 011 Con-
servation Commission, hereinafter referred to as "Commission.”

The above-described unit area shall when practicable be
expanded to include therein any additional lands or shall be
contracted to exclude lands whenever such expansion or contraction
is deemed to be necessary or advisable to conform with the purposes
of this agreement. Such expansion or contraction shail be effected
in the foilowing manner:

{(a) Unit Operator, on its own motion or on demand of the

Director of the Geological Survey, hereinafter referred to as.
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“Director,“ or on demand of the Commissioner, after preliminary
concurrence by the Diyector and the Commissioner, shall prepare

a notice of proposed expansion or contraction describing the
contemplated changes in the boundaries of the unit ares, the
reasons therefor, and the proposed effective date thereof, pre-
ferably the first day of a month subsequent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, the
Commissioner and the Commission and copies thereof mailed to the
last known address of each working interest owner, lessee, and
lessor whose interests are affected, advising that 30 days will
be allgwed 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 maiiing
of the notice &, expansion or coniraciion and a copy of any objec-
tions thereto which have been filed with the Unit Operator, together
with an application in sufficient number, for approval of such
expansion or contraction and with appropriate joinders.

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

(e) A1l legal subdivisions of lands (i.e., 40 acres by Govern-
ment survey or its nearest 1ot or tract equivalent; in instances
of irregular surveys unusually large lots or tracts shall be con-
sidered in multiples of 40 acres or the nearest aliquot equivalent
thereof), no parts of which are entitled to be in a participating
area on or before the fifth anniversary of the effective date of
the first initial participating area establi.hed under this unit

agreement, shall be eliminated automatically from this agreement,

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

shall remain subject hereto so long as such drilling operations
are continued diligently with not more than 90 days' time
elapsing between the completion of cne well and the commence-
ment of the next well. All legal subdivisions of lands not
entitled to be in a participating area within 10 years after
the effective date of the first initial participating area
approved under this agreement shall be automatically elimi-
nated from this agreement as of said tenth anniversary. All
lands prerd productive by diligeat drilling operations after 3
the aforesaid S-year period shall become participating in

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

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

If conditions warrant extension of the 10-year period
specified in this subseﬁtion 2(e), a single extension of not
to exceed 2 years may be accomplished by consent of the owners
of 90% of the working interests in the current- ponpartici-
pating unitized lands and the owners of 60% of the basic
royalty interests (exclusive of'th? basic royalty interests

of the United States) in nonparticipating unitized lands




1 with approval of the Director ind Commissioner, provided
2 such extension application is submitted to the Director and
3 Commissioner not later than 60 days prior to the expiration
4 of said ten-year period,
5 Any expansion of the unit area pursuant to this section
6 which embraces Tands theretofore eliminated pursuant to this
; 7 subsection Z{e) shall not be considered automatic commitment
% 8 or recommitment of such lands.
E 9 3. UNITIZED LAND AND UNITIZED SUBSTANCES. A1l land
g 10 committed to this agreement shall constitute land referred to
: 11 herein as "unitized Tand” or "land subject to this agreement."
; 12 A1l oil and gas in any and all formations of the unitized land
E 13 are unitized under the terms of this agreement and herein are
14 called "unitized substances."” ﬁ
15 4, UNIT OPERATOR. GULF GIL CORPORATICN is hereby ;
16 designated as Unit Operator and by signature hereto as Unit J :
17 Operator agrees and consents to accept the duties and obliigations
18 of Unit Operator for the discovery, development and production of
19 unitized substances as herein provided. Whenever reference is made
20 herein to the Unit Operator, such reference means the Unit Operater
21 acting in that capacity and not as an owner of interest in unitized
22 substances, and the term "working interest owner" when used herein
23 shall include or refer to Unit Operator as the owner of a working
24 interest when such an interest is owned by it. '
25 _ 5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
26 shall have the right to resign at any time prior to the establish-
27 ment of a participating a2rea or areas hereunder, but such resigﬁa~
28 tign shall not become effective so as to release Unit Operator from
29 the duties and obligaticns of Unit Operator and terminate Unit
30 Operator's rights as such for a period of 6 months after notice of
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12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

{ntention to resign has been served by Unit Operator on all
working interest owners and the Supervisor, the Commissioner

and the Commission, and until all wells then drilled hereunder are
placed in a satisfactory conditon for suspension or abandonment
whichever is required by the Supervisor as to Federal larnds 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 cbligations of
Unit Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner
and subject to 1ike limitations as above provided at any time a
participating area established hereunder is in existence, but,
fn all instances of resignation or removal, until é successor
Unit Operator is selected and approved as hereinafter provided,
the working interest owners shall be jointly responﬁible for
performance of the duties of Unit Operator, and shall, not later
than 30 days befdre 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
Operaztor from any liability for any defauit by it hereunder
occurring prior to the effective date of its resignation.

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

The resignation or removal of Unit Opefator under this agree-

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




1 of a working interest or other interest in unitized substances,

2 but upon the resignation or removal of Unit Operator becoming ;
3 effective, such Unit Operator shall deliver possession of all %
4 wells, equipment, materiais and appurtenances used in conducting j
5 the unit operations to the new duly qualified successor Unit

6 Operator or to the common agent, if no such new Unit Operator

7 is elected, to be used for the purpose of conducting unit opera- ,
8 tions hereunder. Nothing herein shall be construed as authorfzing f
9 removal of any material, equipment and appurterances needed for

10 the preservation of any wells,

11 6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator

12 shall tender his or its resignation as Unit Operator or shall be

13 removed as hereinabéve provided, or a change of Unit Operator is

14 negotiated by working interest owners, the owners of the working

15 interests in the participating area or areas according to their

16 respective acreage interests in such participating area or areas,

17 er, until a participating area shall have been established, the

18 owners of the wﬁrking interests according to their respective

19 acreage interests in all unitized Tand, shall by majority vote

20 select a successor Unit Operator: Provided, That, if a majority

21 but less than 75 per cent of the working interests qualified to

22 vote zre owned by one party to this agreement, a concurring vote
23 of one or more additional working interest owners shall be required
24 to select a2 new operator. Such selecticn shall not become effective
25 untitl »

26 (a) a Unit Operator so selected shall accept in writing the

27 duties and responsibilities of Unit Qperator, and
28 (b} the selection shall have been approved by the Supervisor

2¢° and the Commissicner.
30 If no successor Unit Operator is selected and qualified as
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herein provided, the Director and Commissioner at their election
may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. 1If
the Unit Operator is not the sole owner of working interest, costs
and expehses incurred by Unit Operater in conducting unit opera-
tions hereunder sha11 be paid and apportioned among and borne by
the owners of working interests, all in accordance with the agree-
ment or agreements entered into by and between the Unit Operator
the owners of working interests, whether one or more, sepa-
rately or collectively. Any agreement or agreements entered into
between the working interest owners and the Unit Operator as pro-
vided in this section, whether one or more, are herein referred to
as the "unit operating agreement." Such unit operating agree-
ment shall also provide the manner in which the working interest
owners shall be entitled to receive their respective proportionate
and allocated share of the benefits accruing hereto in conformity
with their underlying operating agreements, leases or other
independent contracts, and such other rights and obligations as
between Unit Operator and the working interest owners as may be
agreed upon by Unit Operator and the working interest owners; how-

ever, no such unit operating agreement shall be deemed either to
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erms and conditions of this unit agreement or
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to relieve the Unit Operator of any right or obligation established
under this unit agreement, and in case of any inconsistency or
conflict between this unit agreement and the unit operating agree-
ment. this unit agreement shall govern. Three true copies of any
unit operating agreement executed pursuant to this section should
be filed with the Supervisor and two true copies with the Commis-
sioner and one true copy with the Commission, prior to approval of

this unit agreement.




1 8. RIGHTS AND OBLIGATIONS OF UNIT OPHRATOR. Except as
2 octherwise specifically provided herein, the exclusive right,
3 privilege, and duty of exercising any and all rights of the
4 parties hereto which are necessary or convenient for prospecting,
5 for producing, storing, allocating and distributing the unitized
6 substances are hereby delegated to and shall be exercised by the
7 Unit Operator as herein provided. Acceptable evidence of title
8 to said rights shall be deposited with said Unit Operator and, |
9 together with this agreement, shall constitute and define the rights, i
10 privileges, and obligations of Unit Operator. Nothing herein, ;
1M however, shall be construed to transfer title to any land or to 1
12 any‘fﬁase or operating agreement, it being understood that under %
13; this agreement the’Unit Gperator, in its capacity as Unit Operator,
‘14 shall exercise the rights of possession and use vested in the
15 parties hereto only for the purposes herein specified.
‘16 9. DRILLING TO DISCOVERY. MWithin six (6) months after the
17 effective date hereof, the Unit Operator shall begin to drill an
18 adequate test well at a location approved by the Supervisor, if on
19 Federal land,or by the Commissioner if on State Land, or by the Com-
20 mission if on fee land, unless on such effective date a well is being
21 drilled conformably with the terms hereof, and thereafter continue
A such driiling diiigentiy until &il {ormations of Pennsyivania age have #
23 been tested or until at a lesser depth unitized substances shall be
24 discovered which can be produced in paying quantities (to wit: quanti-
25 ties sufficient to repay the costs of drilling, completing, and
4 producing operations, with a reascnable profit) or the Unit Qperator
27 shall at any time establish to the satisfagtion of the Supervisor
28 if located on Federal lands, or the Commissioner if located 6n
29 State lands, or the Commission if located on fee lands, that further
30 drilling of said well would be unwarranted or impracticable, provided
10
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however, that Unit Operator shall not in any event be required
to dri1l said well to a depth in excess of 15,600  feet. Until the #

-lo
or

f unitized substances capable of being

(]
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discovéry of a depost
produced in paying quantities, the Unit Operator shall continue
drilling one well at a time, aliowing not more than 6 months be-
tween the completion of one well and the beginning of the next

well, until a well capable of producing unitized substances in
paying quantities is completed to the satisfaction of said Super-
visor 1f on Federal land, ¢ the Commissioner if on State land, |
or the Commission if on fee land, or until it is reasonably proved
that the unitized land is incapable of producing unitized substances
in paying quantities in the formations drilled hereunder. Necthing
in this section shall be deemed to 1imit the right of the Unit
Operator to resign as provided in Section 5 hereof, or as requiring
Unit Operator to commence or continue any drilling during the period

pending such resignation becoming effective in order to comply with

the requirements of this section. The Supervisor and Commissioner

may modify the drilling requirements of this section by granting
reasonable extensions of time when, in their opinion, suth action
is warranted. Upon failure to commence any well provided for in é
this section within the time allowed, including any extension of
time granted by the Supervisor and the Commissioner, this aqreelent
will automatically terminate; upon failure to continue drilling
di1igent1y an} well commenced hereunder, thg Supervisor and Com-
missioner may, after 15 days notice to the Unit Operator, declare
this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION, Hithin‘ﬁ
months after completion of a weil capable of producing unitized
substances in paying'quantities, the Unit Operator shall subuif'

for the approval of the Superviscr and the Commissioner an

11
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acceptable plan of development and operation for the unitized

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

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

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

(a) specify the number and locations of any wells

to be drilled and the proposed order and time for

such drilling; and

{b) to the extent practicable, specify the operating

practices regarded as necessary and advisable for

proper conservation of natural resources.

Separate plans may be submitted for separate productive zones,
subject to the approvail of the Supervisor, the Commissioner and
the Commission.

Pians shail be modified or supplemented when necessary to

meet changed conditions or to protect the interests of all parties

to this agreement. Reasonable diligence shall be exercised in

complying with the obligations of the approved plan of developlent;

12
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1 The Supervisor and Commissioner are authorized to grant a reason-
2 able extension of the 6-month period herein prescribed for sub-
3 mission of an initial plan of development where such action is
4 justified because of unusual conditions or circumstances. After
5 completion hereunder of a well capable of producing any unitized
6 substances in paying quantities, no further wells, except such as
7 may be necessary to afford protection against operations not under
8 this agreement and such as may be specifically approved by the '
9 Supervisor and the Commissioner, shall be drilled except {n
;10 accordance with a pian of development approved as herein provided.
§ 11 17. PARTICIPATION AFTER DISCOVERY. Upon completion of a
12 well capable of producing unitized substances in paying quantities
13 or as soon thereafter as required by the Supervisor and Counissionek.
14 the Unit Operator shall submit for approval by the Supervisor and
15 Commissioner a schedule, based on subdivisions of the public land
16 survey or aliquot parts thereof, of all land then regarded as
17 reasonably proved to be productive in paying quantities; all lands
18 in said schedule on approval of the'Supefvisor and Commissioner
19 to constitute a participating area, effective as of the date of
20 completion of such well or the effective date of this unit agree-
21 ment, whichever is later. The acreages of both Federal and non-
[ &2 federal lands shailil be based upon appropriate computations from
23 the courses and distances shown on the last approved public land
24 survey as of the effective date of each initial participating area.
25 Safd schedule shall also set forth the percentage of unitized sub-'
26 , stances to be allucated as herein provided to each tract in the -
27 participating area so established, and shall goyern the allocation -
28 of production commencing with the effective date of the participating'
29 area. A separate participating area shall be established for each
30 separate pool or deposit of unitized substances or for any group

13

SRR e B e b o o R D S T L



—d

O W O ~N o0 O & WN

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

two or more participating areas so established may be combined
into one, on approval of the Supervisor and Commissioner., When
production from two or more participating areas, so established,
{s subsequently found to be from a common pool or eposit said
participating areas shail be ccmbined into one effective as of
such appropriate date as may be approved or prescribed by the
Supervisor and Commissioner. The participating area or areas
so established shall be revised from time to time, subject to
1ike approval, to include additional land then regarded as
reasonably proved to be productive in paying quantities or
necessary for unit operations, or to exclude land then regarded
as reasonably proved not to be produétive in paying quantities-
and the schedule of allocation percentages shall be revised
accordingly. The effective date of any revisions shail be the
first day of the month in which is obtained the knowledge or
information on which such revision is predicated, provided,
however, that a more appropriate effective date may be used if
justified by the Unit Operator and approved by the Supervisor
and Commissioner. vNo land shall be excluded from a participating
area on account of depleticn of the unitized substances, except
that any participating area established under the provisions of
this unit agreement shall terminate automatically whenever all
completions in the formation on which the participating area is
based are abandoned.

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

strued as requiring any retroactive adjustment for production

14
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1 obtained prior to the effective date of the revision of the

2 participating area.

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

4 Operator and the Supervisor and Commissioner as to the proper

5 definition or redefinition of a participating area, or unti) a

6 participating area has, or areas have, been established as pro-

7 vided herein, the portion of all payments affected thereby shall

8 be impounded in a manner mutually acceptable fo the owners of

9 working interests and the Supervisor and Commissioner. Royalties
10 due the United States and the State of New Mexico, which shall

11 be determined by the Supervisor for Federal land and the Com-

12 micsioner for State land and the amount thereof shall be deposited,
13 as directed by the Supervisor and Commissioner respectively, to

14 be held as unearned money until a participating area is finally

15 approved and then applied as earned or returned in accordance

16 with a determination of the sum due as Federal and State royalty

17 on the basis of such approved participating area.

18 Whenever it is determined, subject to the approval of the

19 Supervisor as to wells drilled on Federal land and of the Com-

20 missioner as to wells drilled on State land, that a well drilied

21 urnder this agreement jis not capable of production in paying quanti-
4 ties and inclusion of the ifand on which it 1s situated in a parti-‘
23 cipating area is unwarranted, production from such well shall, for
24 ~ the purposes of settlement among all parties other than working

25 interest owners, be allocated to the land on which the well is

26 .1ocated unless such land is already within the participating area
27 established for the pool or deposit from which such productfion is
28 obtained. Settlement for working interest benefits frem such &

29 well shall be made as provided in the unit operating agreement.

30 12. ALLOCATION OF PRODUCTION. A1l unitized substances 1

15
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produced from each participating area established under this
agreement, except any part thereof used in conformity with good
operating practices within the unitfzed area for drilldng,
operating, camp and other production or development purposes,

for repressuring or recycling in accordance with a plan of
development approved by the Supervisor and Commissioner, or
unavoidably lost, shall be deemed to be produced equally on an
acreage basis from the several tracts of unitized land of the
participating area established for such production and, for the
purpose of determining any benefits accruing under this agreement,
each such tract of unitized 1and shall have allocated to it such
percehtage of said production as the number of acres of such tract
included in said participating area bears to the total acres of
unitized land in said participating area, except that allocation
of production hereunder for purposes other than for settlement

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

on the basis prescribed in the unit operating agreement whether

in conformity with the basis of allocation herein set forth or
otherwise. It is hereby agreed that nroduction 6f unitized sub-
stances from a participating area shall be allocated as provided
herein regardless of whether any wells are drilled bn any particuiar
part or tract of said participating area. If any gas produced

from one participating arez is used for repressuring or recycling

purposes in another participating area, the first gas withdrawn

from such last mentioned participating area for saje during the
14€2 of thic agreement chall be coniscdered tn be the oas so trans-
ferred until an amount equal to that transferred shall be so pro-
duced for sale and such gas shall be allocated to the participating

area from which initially produced as such area was last defined

16




1 at the time of such final production.
2 13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR
3 FORMATIONS. Any party hereto owning or controlling the working
4 fnterest in any unitized land having thereon a regular well loca-
5 tion may with the approval of the Supervisor as to Federal land, |
6 the Commissioner as to State land and the Commission as to pri- é
7 vately owned land, at such party's sole risk, cost and expense, %
8 driil a well to test any formation for which a participating area |
9 has not been established or to test any formation for which a
10 participating area has been established 1f such location is not
11 within said partic¢cipating area, uniess within 90 days of receipt
12 of notice from said party of his intention to drill the well the
13 Unit Operator elects and commences to drill such a well in 1jke
‘ 14 manner as other wells are drilled by the Unit Operator under this
i 15 agreement. | ,
§ 16 If any well drilled as aforesaid by a working interest owner
| 17 results in production such that the land upon which it is sftuated
18 may properly be included in a participating aréa. such participating
19 area shall be established or enlarged as provided in this agreement
- 20 and the well <hall thereafter be operated by the linit Operator in
21 accordance with the terms of this agreement and the unit operating
22 agreement.
23 If any well drilled as aforesaid by a working interest owner
24 obtains production in quantities insufficient to justify the in-
25 clusion of the land upon which such well is situated in a partici-
26 pating area, such well maj be operated and produced by the party
27 - drilling the same subject to the conservation requirements of
i 28 this agreement. The royalties in amount or vilue of production
29 from any such well shall -be paid as specified in the underlyfng
i 30 lease aind agreements affected. ;

17
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14. ROYALTY SETTLEMENT. The United States and any State
and any royalty owner who is entitled to take in kind a share
of the substances now unitized hereunder shall hereafter be
entitled to the right to take in kind fts share of the unitized
substances, and the Unft Operator, or the working interest owner
in case of the operation of a well by a working interest owner as
herein provided for in special cases, shall make delfveries af
such royalty share taken in kind in conformity with the applicable
contracts, laws and regulations. Settlement for royalty interest
not taken in kind shall be made by working interest owners respon-
s{ble therefor under existing contracts, laws and regulations, or
by the Unit Operator, on or before the last day of each month for
unitized substances produced during the preceding calendar month:
provided, however, that nothing herein contained shall operate to
relieve the lessees of any land from their respective lease obli-
gations for the payment of any royalties due under the{r leases.

If gas obtained from lands not subject to this agreement {s

introduced into any participating area hereunder, for use fn re-
pressuring, stimulation of production, or increasing ultimate
recoyery. in conformity with a plan of operations apnroved hy the
Supervisor, the Commissioner, and Commission, a 1ike amount of gas,
after setiiement as nerein provided for any gas transferred from
any other participating area and with appropriate deduction for
loss from any cause, may be withdrawn from the formatton in which
the gas is introduced, royalty free as to dry gas, but not as tg
any products which may be extracted therefrom; proytded that sqch
withdrawal shall be at such time as may be proyjded tn the approved
plan of operations or as may otherwise be consented to by the
Supervisor, the Commissioner and Commission as conforming to good

petroleum engineering practice; and provided further, that such

18




1 right of withdrawa) shall terminate on the termination of this
2 unit agreement. ‘ |
3 Royalty due the United States shall be computed as provided é
4 in the operating regulations and paid {n value or delivered in j
5 kind as to all unitized substances on the basis of the amounts
6 thereof allocated to unitized Federal land as provided herein at
7 the rate specified in the respective Federal leases, or at such
8 lower rate or rates as may be authorized by law or regulation;
9 provided, that for leases on which the royalty rate depends on
} 10 the daily aierage production per well, said average production
; 11 shall be determined in accordance with the operating reguiatfions
% 12 as though each participating area ware a single consolidated lease.
§ i3 Royalty due on account of State lands shall be computed and
5 14 paid on the basis of all unitized substances allocated to such
: 15 Tands.
16 15. RENTAL SETTLEMENT. Rental or minimum royalties due on
17 ieases committed hereto shall be paid by workirg interest owners
18 . responsible therefor under existing contracts, laws and regula-
19 tions, provided that nothing herein contained shall operate ta
20 reijieve the Tessees of any l1and from their respective lease obli-
21 gations for the payment of any rental or minimum royalty due under
22 their leases. Rental or minimum royalty for lands of the United
23 States subject to this agreement shall be paid at the rate specified
24 in the respective leases from the United States uniess such rental
25 or minimum royalty is waived, suspended or reduced by law or by
; 26 approval of the Secretary or his duly authorized representative,
§ 27 Rentals on State of New Mexico lands subject to this agree- .
g 28 ment shall be paid at the rates specified in the respective leases,
é 29 With respect to any lease on non-Federal land contatning pro-
% 30 visions which would terminate such lease unTess drf111ng operations

19
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are commenced upon the land covered thereby within the time
therein specified or rentals are paid for the privilege of
deferring such drilling operations, the rentals required thereby
shall, notwithstanding any other provisions of this agreement,
be deemed to accrue and become payable during the term thereof
as extended by this agreement and until the required drilling
cperations are commenced upon the land covered thereby or until
some portion of such land is included with 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 laws cor regu!ations;

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

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions and provisions of all leases, subleases and cther con-
tracts relating to exploration, drilling, development or operations
for oiil or gas on iands committed to this agreement are hereby
expressly modified and amended to the extent necessary to make
the same conform tc the provisions hereof, but otherwise to reaa{n
in full force and effect; and the parties hereto hereby consent
that the Secretary as to Federal leases and the Commissioner as
to State leases shall and each by his approval hereof, or by the
approval hereof by their duly authorized representatives, do hereby
éstablish, ajter, change Or revoke the drilling, prdducfug, rentai.
minimum royalty and royalty requirenients of Federal and State
leases committed hereto and the regulations in respect theretd

to conform said requirements to the provisions of this agreement,

20
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1 and, without limiting the generality of the foregoing, all 1eases;

2 subleases, and contracts are particularly modified tn accordance
3 with the following:
4 (a) The development and operation ¢f lands subject to this
5 agreement under the terms hereof shall be deemed full per-
6 formance of all obligations for development and operation
7 with respect to each and every separately owned tract subject
8 to this agreement, regardless of whether there {s any develop-
9 ment of any particular tract of the unit area.
10 (b) Drilling and producing operations performed hereunder
11 upon any tract of unitized land will be accepted and deemed
: 12 to be performed upon and for the benefit of each and every
% 13 tract of unitized land, and no lease shall be deemed to
14 expire by reason of failure to drill or produce wells situated
15 on the land therein embraced.
16 {c) Suspension of drilling or producing operations on all
17 unitized lands pursuant to direction or consent of the
18 Secretary and Commissioner or their duly authorized repre-
19 sentatives shall be deemed to constitute such suspension
- 20 ‘ pursuant to such direction or consent as to each and every
| 21 tract of unitized land. A suspension of driliing or producing s
| ez operations limited tg specified Tands shail be applicable %
; 23 only to such lands. ‘ ‘é
24 (d) Each lease, sublease or contract relating to the ex- g
25 ploration, drilling, development or operation for oil or | g
‘ 26 gas of lands other than those of the United States or State E
| 27 of New Mexico committed to this agreement, which by its | »§
28 terms might expire prior to the termination of this agree- é
29 ment, is hereby extended beyond any such term so provided -
30 therein so that it shall be continued in full force and

21
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"event actual drilling operations are commenced on unitized

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
fn force beyond the term provided therein unti{l the ter- ;
mination hereof. Any other Federal lease committed hereto
shall continue in force beyond the term so provided therein

or by law as to the land committed so jong as such lease

remains subject hereto, provided that production is had
in paying quantit{es under this unit agreement prior to

the expiration date of the term of such lease, or in the

lands, in accordance with the provistons of this agreement,
prior to the end of the primary term of such lease and are
being diligently prosecuted at that time, such lease shaill
be extended for two years and so long thereafter &s o1l or
gas is produced in paying quantitifes in accordance with the
provisions of the Mineral Leasing Act Reviston 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

dmn Eha
vV Lire

terms would expire prior time at which the underlying
lease, as extended by the immediately preceding paragraph,
will expire, is hereby extended beyond any such term so
provided theféin 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

22
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committed hereto until the termiration hereof, subject to
the provisions of subsection {(e) of Section 2 and sub-
section (1) of this Section 18,

(h) The segregation of any Federal lease committed to
this agreement is governed by the following provi&ions in
the fourth paragraph of Sec. 17(j) of the Mineral Leasftng
Act, as aménded by the Act of September 2, 196G (74 Stat.
781-784): “"Any (Federal) lease heretofore or hereafter
committed to any such (unit) plan embracing lands that
are in part within and in part outside of the area covered
by any such plan shall be segregated into separate leases
as to the lands committed and the Tands not committed as

of the effective date of unitization: Provided, however,

That any such lease as to the nonunitized portior shall

cohtinue in force and effect for the term thereof but for

~not less than two years from the date of such segregation

and so long thereafter as oil or gas is produced in paying
quantities."”
(i) Any lease embracing lands of the State of New Mexico

cehall
T9eA § 3

having only a portion of its lands committed h- . ats, ¢

be segregated as to the portion committed and the portion
iot commiited, and the provisions of such iease 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 iands of the State of New Mexico having only
a portion of its lands committed hereto shall continue in

full force and effect beycnd the term provided therein as

to all lands embraced in such IeaSe, if oil or gas 1s dis-

covered and is capable of being produced in paying quantitiei

23
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1 from some part of the lands embraced in such lease at
2 the expiration of the secondary term of such lease; or
3 if, at the expiration of the secondary term, the lessee
4 or Unit Operator is then engaged in bona fide drilling
5 or reworking 6perations on some part of the Tands embraced
6 itn such lease, the same, as to all lands embraced therein
7 shall remain in full force and effect so long as such opera-
8 tions are being diligently prosecuted, and if they result
9 in the production of oil or gas, said lease shall continue
10 in full force and effect as to all of the lands embraced
11 therein, so long thereafter as oil or gas in paying quantittes
12 is being produced from any portion of said lands.
13 (3) Any lease, other than a Federal lease, having only a
14 portion of its lands committed hereto shall be segregated
156 as to the portion committed and the portion not conmitted,"
16 and the provisions of such lease shall apply separately to
17 such segregated portions commencing as of the effective date
18 hereof. In the event any such lease provides for a lump sum
19 rental payment, such payment shall be prorated between the
20 portions so segregated in proportion to the acreage of the
A | respective tracts.
22 19. COVENANTS RUN NITH>LAND. The covenants herein shall be
23 construed to be covenants running with the 1and with respect to
- 24 the fnterest of the parties hereto and their successors in interest
25 until this agreement terminates, qnd'any grant, trah;fer, or con-
26 veyance of interest in land or leases subject hereto shall be and
| 27 hereby is conditioned upon the assumption of all privileges and
é 28 obligations hereunder by the grantee, transferee or other successor
; 29 in interest. No assignment or transfer of any working 1ntefest,
30 royalty, or other interest subject heréto shall be binding upon
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1 Unit Operator until the first day of the calendar month after

2 Unit Operator is furnished with the original, pﬁotostatic. or

3 certified copy of the instrument of transfer.

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

5 effective upon approval by the Secretary and Commissioner, or

6 their duly authorized representatives and shall terminate five

7 (5) years from said effective date unless:

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

9 and Commissioner, or |
;10 (b) 1t is reasonably determined prior to the expiration of
,1] the fixed term or any extension thereof that the unitized

12 land is incapable of production of unitized substances {in

13 paying quantities in the formations tested hereunder and
:14 : after ngtice of intention to ferminate the agreement on
| L siuch ground is givéﬁ by the Unit Operator to all parties in
‘16 interest at their last known addresses, the agreemernt is

17 terminated with the approval of the Supervisor and the

18 Commissioner, or

19 (c) a va]qable discovery of unitized substances has been

20 made or accepted on unitized land during said initiai term

2 or any extension thereof, in which event the agreement shall
22 remain in effect for suchn term and so long as unitized sub-
23 stances can be produced in quantities sufficient to pay for

4 the cost of producing same from weils on unitized land within
25 any participating area established hereunder and, should

26 production cease, so long thereafter as diligent gperations
127 are in progress for the restoration-of prodﬁction or discovery
28 of new nroduction and sc long thoreafter a5 unitized sub-
%29 stances so discovered can be produced as aforesaid, or
‘30 (d) it is termiraied as heretofore provided‘in this agreement,
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This agreement may be terminated at any time by not less than

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

21. RATE 0F 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 state-
wide voluntary consérvation or allocation program, which {s estab-
lished, recognized and generally adhered to by the majority of
operators in such State, such authority being hereby limited to
alteration or modification in the public interest, the purpose
thereof and the public interest to be served thereby to be stated
in the order of alteration or modification. Without regard to
the foregoing, the Director is also hereby vested with authority
to alter or modify from time to time in his discretion the rate
of prospécting and development and the quantity and rate of pro-
duction under this agreement when such alteration or modification
is in the interest of attaining the conservation 6bject1ves stated
i

P B 2 R ]
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~in this agreement and is on of any applicabls Federal
or State law; provided, further, that no such alteration or modi-
fication shall be effective as to any land of the State of New
Mexico, as to the rate of prospecting and developing in the absence
of the specifit written appfdva] therecf by the Commissioner and

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

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

22. CONFLICT OF SUPERVISON. Neither the Unit Operator nor
the working intérett owners ncr any of them shall be subject to
any forfeiture, termination or expiration of any.rights hereundar
or under any leases or contracts subject hereto, or to any penalty
or liability on account of delay or failure in whole or in part
to comply with any‘applicable provision thereof to the extent that
the Unit Operator, working interest owners or any of them are hin-
dered, delayed or prevented from complying therewith by reason of
failure of the Unit Operator to obtain in the exercise of due
diligence, the concurrence of proper representatives of the United
States and proper representatives of the State of New Mexico in
and about any matters ok things concerning which it is required
herein that such concurrence be obtained. The parties hereto,
including the Commission, agree that all powers and authority
vested in the Commission in and by any provisions of this agree-
ment are vested in the Commission and shall be exercised by 1t
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 Jaws of the State oFf 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 appcll'

Et— . ce = sS = ee

from orders issued under the regulations of said Department, the

Commission or Commissioner or to apply for relief from any of safd

regulations or in ény proceedings retative to operations before

27
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the Department of the Interior, the Commissioner, or Commission,
or any other legally constituted authority; provided, however,
that any other interesfed party shall also have the right 3t his
own expense to be heard in any such proceeding.

24. NOTICES. A1l 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'del1vered
to the party or sent by postpéid registered or certified mafil,
addressed to such party or parties at their respective addresses
set forth in connection with the signatures hereto or to the
ratification or consent hereof or to such other address as any
euch party may have furnished in writing to party sending the
notice, demand or statement.

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

HMAUATAANRIL P ArL & a
25. UNAVUIUADLLT UDCLAY. A

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

inability to obtain neressary materials in open market, or other

28
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matters beyond the reasonable control of the Unit Operator
whether similar to matters he-ein enumerated or not. No unit
sbld4gation which {s suspended under this section shall become
due less than thirty (30) . ; after it has been determined
that the suspension is no ‘o .ger applicable., Determination of
creditable "Unavoidable Dels-" time shall be made by the Unit
Operator subject to approva! of the Supervisor and Commissioner.

27. NONDISCRIMINATION In connection with the performance
of work under this agreement, the operator agrees to compiy with
all of the provisions of section 202 (1) to (7) inclusive of
Executive Order 11246 (30 F.R. 12319)1ai;T§:d§1e hereby i-ror-
porated by reference in this agreement.

28. LOSS OF TITLE. In the event title to any tract of
unitized land shall fail and the true owner cannot be induced to
join in this unit agreement, such tract shall be automatically
regarded as not committed hereto and there~sha11 be such readjust-
ment of future-costs and benefits as may be required on account
of the loss of such title. In the event of a dispute as to titie
to any royalty, working inteqest or other interests subject
thereto, payment or delivery on account thereof may be withheld

without 1fability for interest until the dispute is finally settled;

provided, that, as to Federal and State land or leases, no payments

of funds due the4United States or State of New Mexico should be
withheld, but such funds of the United States shall be deposited

-
i
4

as directed by the Supervisor and such fTunds of the State of Ne

Mexico shali be deposited as directed by the Commissioner to be

1e1d ac unearned money pending final settlement of the title dis-

-

pute, and then applied as earned or returned in accordance with
such final settlement.

Unit Operator as such is relieved from any responsibility for
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any defect or failure of any title hereunder,

29. NON-JOINDER AND SUBSEQUENT JOINDER, 1If the owner of
any substantial interest in a tract within the unit area fails
or refuses to subscribe »: consent to this agreement, the owner
of the working interest in *»:.i tract may withdraw said tract
from this agreement by written notice delivered to the Supervisor
and the Commmissioner and the Unit Operator prior to the approval
of this agreement by the Supervisor and Commissioner. Any ofl
or gas interests in lands within the unit area not committed hereto
prior to submission of this agreement for final approval may there-
after be committed hereto by the owner or cwners thereof sub-
scribing or consenting to this agreement, and, if the interest
is a working interest, by the owner of such interest also sub-
scribing to the unit operating agreement. After operations are
commenced hercunder, the right of subsequent joinder, as provided
in this section, by a working interest owner is subject to such
réquirements or approvals, if any, pertaining to such joinder,
as may be provided for in the unit cperating agreement. After
final approval hereof, joinder by a non-working interest owner
must be consented to in writing by the working interest owner

committed hereto and responsibie for the payment of any benefits

oo onn e d e
1.
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that may accrue nereunder in benalf
A non-working interest may not be committed to this unit agree-

ment unless the corresponding working interest is committed hereto.
Joinder to the unit agreement by a working interest owner, at any
time, must be accompanied by appropriate jecinder to the Unit Operat.
ing agreement. if more than one committed working interest owner

ts involved, in order for the interest to be regarded as committed

to this unit agreement. Except as may otherwise herein be provided,

subsequent joinder: to this agreement shall be effective as of the

30
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first day of the month following the filing with the Superyisor

2 and tue Commissioner of duly executed counterparts of all or any

3 papers necessary to establish effective commitment of any tract

4 to this agreement unle.: objection to such joinder {s duly made

5 within 60 days by the Supervisor, provided, however, that as to

6 State lands all subsequecnt joinders must be approved by the

7 Commissioner.

8 30. COUNTERPARTS. 1his agreement may be executed in any

9 . number of cdunteroarts no one of which needs to be executed by

10 all parties or mav ne +3%"“-uc or consented to by separate instru-

" ment in writino <uec -~ "7y refarring hereto and shall be binding

12 upon all those parties who have executed such a counterpart, rati-

13 fication, or concen™ e %~ itk the zame force and effect as §f

14 all such parties had signed the same document and regardless of

16 whether or not it i< cvecuted by all other parties owning or

16 ctaiming an interest ir *rc lands within the above described unit

17 area, , ,

18 31. BUREAU OF LAND MANAGEMENT SPECIAL STIPULATIONS. Ko;hia

in this agreement shall modify or change any sgecia] federal stipuia-

19 e e T Mg et o r any 011 and gas jease covers.
20 ing lands within the unit area.

21

22

23 —
24 IN WITNESS WHEREQF, the parties heréto have caused this agree-
25 ment to Le executed and have set opposite their respective names the
2% date of execution.

UNIT NPERATOR AND WORKING INTEREST OWNER

DATE: September 22, 1977

Address: P, 0. Box 1150

Midland, Texas'79202___“___ﬂ._.
ATTEST : 9

:; : Es;s?ént Secretary
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Exhibit A
SAND WELL UNIT
LEA COUNTY, NEW MEXICO

Tract Numbess

l. NM 10283-A
2. NM 13427
3. NM 14337
4. NM 14501 [\ ] Unit Area Outline
5. Nm 14802 i
6. NM 15039
7. NM 15456
8. NM 17604
9. NM 18856
10. NM 19208 7 State Lands, 1800.32 Ac.
i1, NM 19454 2 46.8477% Unit Area
12. NM 22097 ‘
3. B-1040
e j 14. L-347
I15. L-439

: 16. L-2497
i7. L~4888
8. LG-323i
19. Guif

Federal Lands, 1922.60Ac.
50.0297% Unit Area

i

Fee (Patent) Lands, 120 Ac.
3.1226% Unit Area

g8




EXHIBIT "A* Page 2
' LL UNIT

[ oat)
ri

_ ' UNIT AREA DESCRIPTION

g 1-23-5, R-35-E, N.M.P.M, ‘

Section 3: All -

Section 4: Al

Section 9: All
; '” Section 10: Al
; : Section 15: Al ) '
| Section 16: ANl , '

Containing 3842.92 acres, more or less, Lea County, New Mexico.

|
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EXHIBIT "E"
SCHZDULE OF LANDS AND LEASES
SAND WELL UNIT
ILEA COUNTY, NEW MEXICO

SO

@ Serial No. and Basic Roya ity Lessee of Record

Overriding Royalty Working Interest

Tract No. ommnsﬁcn‘ol Acres Expiration Date and Percentage and Percentage and Percentage and Percentage
] 7-23-S, R-35-E Stan F. Waliszek et ux,
Sec . ts 1,2, 5/2 NE/A, 320.91 NM-10283-A 12.5% Gulf 0i1 Corporation Jane M. Waliszek Gulf 0§1 Corp.
SEf4 9-1-79 U.S.A. 100% 5% 100%
2 mewm.: xwww-ms: Unfon 011 Co.
Sec dw" N/2 NE/4 _ NM-13427 12.5% Union 0i1 Ca. of nma¢w01=¢m of California
N/2 NW/4 20000 4181 U.S.A. 100% William B, Kidd- 5% 100%
3 T-23-S, R-35-E ,
Sec 3: Lot 3, SE/4 NwW/4 NM-14337 12.5% Mrs. Jack C. Fraser Mrs. Jack C., Fraser
80.39 9-1-81 U.S.A, 100% None 100%
4 T-23-S, R-35-E :
Sec 10: 5/2 NE/4, NW/4 NM-14501 12.5% Superior 011 Company W, M, Smith Superior 011 Co.
SW/4, SE/4 SW/4 160,00 12-1-81 U.S.A. 100% 5% . 100%
5 T-23-S, R-35-E NM-14802 12.5% 8TA 011 Producers D. L. Simasko BTA 0i) Producers
Sec 10: N/2 Ne/4 80.00 2-1-82 U.S.A. 100%° 20% of 4% 100%
- John M, Hawes
80% of 4%
6 T7-23-S, R-35-E NM-15039 12.5% Gulf 011 Corporation Dorothy Langle Gulf 011 Corp.
Sec 3: Lot &, SW/4 Nil/4 80,34 3-1-82 U.S,A, 100% 5% d o 100% P
7 7-23-5, R-35-E AM-15456 12.5% Union 011 Co, of California J.C. Head Unton 011 Co. of
Sec 10: W/2 SE/4 - _ Calif,
80.00 4-1-82 U.S.A. 100% 5% 100%




EXHIBIT "B" ~ Page 2
) _Sand Well Unit

3 T1-23-5, R-35-F T \
wm _a NE7Z sw/4a, NM-17604 12.5% Gulf 0i1 Corporation . Clec C. Ainsworth  Gulf Qi1 Corp.
SW/4 SW/4 80.00 3-1-83 U.S.A, 100% _ 5% : 100%
9 R-35-E
MMM u; N wmwzzmwp $/2 NW/4 240.00 M-18856 12.5% Aztec 0i1 & Gas Co. Obie P. Leonard”  Aztec 06 Co.
) ! ’ 8-1-83 U.S.A. 100% 6.25% 100%
10 3-S5, R-35
mmn 3 nOﬁm N 3, 4. NM-19208 12.5% Gulf 011 Corporation Beulah E. Grear- &% Gulf 011 Corp.
Sec 10: NW/4 280.96 10-1-83 U.S.A. 100% J. Paul Reynolds- ¥ 100%
11 23S, R-35-E NM-19454 12.5% BTA 0i1 Producers Marsnhall R. Perkins BTA Producers
lealuﬂulmmE 80.00 11-1-83 U.S.A. 100% 5% 100%
12 3-S5, R-35-E Josephine McSweeney _
w 15: SW/4 SE/4, NM-22097 12.5% Exxon Corporation Henry R. Keller Exxon Corporation
SW/4 200,00 9-1-84 U.S.A. 100% T. E. Tomlinson 100%
5% Undivided
TOTAL: 1922.60 Acres Federal Lands, 50.0297% of the Unit Area.
13 T-23-S, R-35-E 8-1040 -1 12.5% Amerada Hess Corporation Non: 50.00%--Amerada :muw Corp.
jﬁr.dulmk 80,00 HBP State of N.M. 100% s.za--wwwmnmsmmszma
' rod. Lo.-
12.57%--Sun 011 Company
6.29%--Amoco Prod. Co.
14 T7-23-S, R-35-E .
Sec 4: 572 L-347 12.5% Gulf 031 Corporation None . Gulf 011 Corp.
Sec 9: NE/4 NE/ 360.06 10-17-77 State of N.M. 100% 100% -
15 3-8 z-wm E L-439 12.5% Gulf 011 Corporation None Gulf Qi1 Corp.
m T6: W/2, W/2 SE/4 400.00 11-21-77 State of N.M. 100% 100%
16 T-23-S, R-35-E
Sec 9: §/2 L-2497 12.5% Gul¥ 011 Corporation - None Gulf 011 Corp.
480.00 2-18-79 State of N.M, 100% - 100%

Sec 16: NE/4




EXHIBIT "B" -~ Page 3
Sand Well Unit

17 1-23-S, R-35-E

Sec 9: NW/4, W/2 NE/4 L-4888 12.5% Mesa Petroleum (o, None Mesa Petro.Co.
SE/4 NE/4 280.00  9-15-80 State of N.M, 100% | 100%
18 T-23-S, R-35-E 1G-3231 12.5% Gulf (i1 Corp. Gulf 0i1 Corp.
Sec 4: Lot 1, S/2 N/2 200,32 12-1-85 State of N.M, 100% None 100%
TOTAL: "T800,32 Acres mﬂmwm Lands/46.8377% of ﬁ:m|c=*m<>1mm
19 T-23-S, R-35-E
Sec 15: E72 SE/4 120.00  Gulf Fee 18,75% Gulf 01 Corp. None Gulf 011 Corp.
NW/4 SE/4 8-20-79 Hugh Ward - 5/48 2% 92%
Ophelia W. zmngﬁﬁﬁ 5/48 Cpen: 8% Open:
Velma W. Kerr - 5/43 8%

Rose M, Fulfer - 4/48
8-29-79 Helen Linder - 5/192

Ruby Dell Bulger - 5/192

Virginia McCarthy - 5/384

Cynthia Poulin - 5/384 .

¢ Ethel Lee Klingman - 5/384
) E. L. Bauer - 5/384

9-10-82 Mache Gordcn Riley - 3/64

9-20-80 Betty Moran Rice - 31/512

#Mary Gertrude Moran Fagan - 31/412
#Phillip C. Hayes - 1/160
#L. A, Griffith - 1/640

9-12-82 Elizabeth Rittenhouse Lamb ~ 85% oﬁ 1716
Georgia K, Clingenpeel - 5.93% of 1/12€

Rex de Vlaming - 6.35% of 1/128
#George Kerby - 19,06% of 1/128
#Guila Kerby - 5.93% of 1/128
9.23-80 Gertrude A. Webster - 15% of 1/16
# Fred K, Haskell - 1/256
#Archy Elkins - 30,97% of 1/128
#Wm, C. C. Chambless - 19.06% of 1/128
9-29-82 Virginia Priddy - 6.35% of 1/128
# George W. de Vlaming - 6,35% of 1/128
*See information continued
#0pen (not leased by Gulf)

*10-6-79

20% Royalty
1st Natl Bank & Jessie Belvins
Crump Estate - 1/8
Fort Worth Natl Bank & J. C. Crump
Estate - 1/8

TOTAL FEE LANDS: 120.00 Acres, 3.1226% of Unit Area




EXHIBIT "B" - Page 4
SAND WELL UNIT

RECAPITULATION

FEDERAL LANDS 1922.60 Acres 50.0297% of Unit Area
STATE LANDS 1800.32 Acres 46.8477% of Unit Area *
FEE LANDS 120.00 Acres __3.1226% of Unit Area

TOTAL 3842.92 Acres 100.0000% ;




United States Department of the Interior

GEOLOGICAL SURVEY

Couservation Divisfon /231077
F.o G, Sox 2614 . -
Albuquerque, Tiew lexico 67155 ey
NUV 17 1977
;f’é‘ t e &?:? f-/':’ ;""

sulf 011 Corporation
Attention: M. R. E. Griffith
P. 0. Drawer 1150

Midland, Texas 7370¢

Gentlemen:

One approvad copy of the Sand Well unfit agreement, Lea County,
New Mexico, with Gulf 011 Corporation as unit operator is returned
herewith. Such agreement has been assigred Ne. 14-08-0001-16066,
and is effective as of the date of approval.

You are requested to furnish the Hew Mexico 011 Conservation
Cormission and all other interested principals with evidence of
this approval.

Sincerely yours,
{ORIG. SGD) JAMES W. SUTHERLAND

Area Cil and Gas Supervisor
Enclosure

cC:
Com. Pub, Lands, Santa Fe (1tr. only)
NMOCC, Santa Fe (1tr. only) ~..

W

vy his
Cop,
Yoy’




Commissioner o Rblic Lands

November 16, 1977

Culf & Minerals Compeny-U.5.
P. 0. Drewer 11350 .
mu' r“‘l ”m e

ATTENTION: M. R. B. Griffith
Gont 1omen
The Commiosionssr of Nublic Lends has this date spproved the

lﬂl‘l{‘it.lﬂm. Bew Nexice. This approvel L{s subject
T 1ike apprewal by the United States Geologlesl Survey.

tven with ko olea somdacatsadlonn uh- Keaba !335—

(3) Cortificates of approwel. Your filisg
fos in the amowat nt Sinty (960.00) Dellars bas been recaived.

the United 3tates Ceclogisal Survey approves this umite
plesse advise this offics oo that we msy finish procassing theé wmit,
and cssertuin the effective dets.

Very truly yowurs,

ML R. LUCERO
COMMISSIONER GF FUBLIC 1ANDS

BY:

BAY D. GRANMAM, Dirsctor

041 and Cas Divisiea
mL/ane/e
emcls. . -
oet MOCC-8ani~ Fo, New Mexico b
UBCE~ Roewell, s Mexice

UBGS~4 b squsrque, Mew Mexico
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October 14, 1977

Sonta o' COMM.  Re: Sand Nell Ugig, coverizg all of
Sections 3, 4, 9, 10, 15 & 16,

T-23-S, R-35-E, NMPM, LEA OOUNTY,
New Mexico

New Mexico Oil1 Conservation Commission
P. 0. Box 2088
Santa Fe, New Mexico 87501

Attention: Mr. Dan Mutter
Czatlemen:

!
|
i The undersigned, Guli Oil Corporation, with offices in Midland, Texas,
i does hereby make Application to the New Mexico 0Oil Conservation Comnission for
: a hearing for the purpose of receiving approval of the captioned unit area as
', reqguired by Rule 507. State of New Mexico, Oil Conservation Cammission - Rules
; and Reguiations.
i Inciosed herewith, as requested, is a copy of the Unit Agreement for

! the captioned Unit.

We respectively request you supply this office with details on what
materials, personnell etec., will be required of Gulf at the hearing in order to
obtainthedesiredapproval

If you have any questions, please contact Mr. Chesley Blackham of
ur Tand Denartmont at 915-GRO.7301 . axtension 468

SRS S el T eI IS ———

"R. E. Griffith, A

P. O. Drawer 1150
Midland, Texas 79702
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SAND WELL UNIT, comprising
Al11 of Sections 3, 4, 9, 10, 15 and 16,
T-23-S, R-35-E, N.M.P.M,, LEA COUNTY, New Mexico

1., Size of Unit

a. Federal Acreage
b, State Acreage
c. Fee Acreage

TOTAL

s Bt e - e

BEFORE EXAMINER STAMETS ..
OIL CONSERVATION COMMISSION |

_ EXHIBIT NO.___/
caszno. LOJZ

Soboiiizd by mwa\x 0/ Ars\

_ Faring Dae

St S st RRJRE B S -

1922.60 acres
1800.32 acres
120,00 acres

3342.92 acres

EXHIBIT No, 1
SAND WELL UNIT
Lea County, New Mexico

Gulf 011 Corporation - Southwest Diyision

Midland, Texas
November 16, 1977

CASE NO. 6082




SAND WELL UNIT

Page 2
Ratification of Unit Agreement
N- bb’ 5 m. .\. mo
% of Unit Area  oerial No. and iwmﬂ%no«mj_g\ Lessee of Record Overriding Royalty Working Interest
Tract No. Description Acres Expiration Date and Percentage and Percentage and Percentage and Percentage
T-23-S, R-35-E 8.350 Stan F, Waliszek et ux,
Sec 3: Lots 1, 2, S/2 NE/4, uwmmh NM-10283-A 12.5% Guif 011 Corporation Jane M, Waliszek Gulf Qi1 Corp.
SE/4 9-1-79 U.S.A. 100%¢ Committed 54 Committed 100% Committed
MWWMWMhlmwwwnmz\a Union 011. Co.
Sec 15: N/2 NE/4 6.2453% NM-13427 12.5% Union 011 Co. of California of California -
’ N/2 NW/4 240.00 4-1-81 U.S.A. 100% Comm{tted William B. Kidd- 5% 100%
) Committed Committed
T-23-S, R-35-E _
Sec 3: Lot 3, SE/4 NW/4 2.0919%  NM-14337 12.5% Mrs. Jack C. Fraser Mrs. Jack C. Fraser
80.39 9-1-81 U.S.A, 100% Committed None 100% Committed -
T-23-5, R-35-E
Sec 10: S/2 NE/4, NW/4 4.1635%4 NM-14501 12.5% Superior 0il Company W, M, Smith Superior 0il Co.
SW/4, SE/4 SW/4 160.00 12-1-81 U.S.A. 100% Committed 5% Comnitted 100% Committed
T-23-5, R-35-E 2.0818%  NM-14802 12.5% BTA (i1 Producers D. L. Simasko BTA 011 Producers
Sec 10: N/2 NE/4 80.00 2-1-82 U.S.A. 100% Committed 20% of 4% Committed 100% Committed
John M., Hawes
80% of 4% Committed
T-23-S, R-35-F 2.0906% NM-15039 12.5% Gulf 011 Corporvation Dorothy Langle Gulf 01 Cor
Sec 3: Lot 4, SW/4 Nw/4 80.34 3-1-82 U.S.A, 100% Committed 59 nos?sm Y 1004 83?%...__
T-23-S, R-35-E 2.59 _ 1 . )
- dom </ 2.0818%  NM-15456 1 Union 0i1 Co, of Ca'ifornia J.C. Head MMHWﬂ 011 Co. of
80.00 4-1-82 U.S.A, 100% Committed 59 Committed 100% Committed




m>zc zmrr cznq

. 13@@ 3 ,
d ' N . w. “ . m . m . ﬂ . . - 3 mc
8 1-23- -39~ o -
Sec 10: NE/3 Sw/4, 2.0818%2 NM-17604 12.5% Gulf Qi1 Corporation Cleo C. Ainsworth Gulf 01 Corp.
SW/4 SW/4 80.00 3-1-83 U.S.A 100% Committed 5% Uncommitted 100% Committed
9 q:mwm R-35-E )
el W w%zz@a $/2 Na/4 $i233%  Nm-18856 12.5% Autec 011 & Gas Co.  Obfe P. Leonard  -Aztec 086 Co.
’ ’ 8-1-83 U.S.A. 100% Committed 6.25% Committed 100% Committed
10 T-23-S, R-35-E :
Sec 4. Tots 2, 3, 4. 7.3111% NM-19208 12.5% Gulf 011 Corporation Beulah E. Grear- 4%k Gulf 011 Corp.
Sec 10: Nw/4 280.96 10-1-83 U.S.A. 100% Committed m. Paul Reynolds- %% 100% Committed
oth Committed
1 T-235, R-35-E 2.0818% NM-19454 12.5% BTA 011 Producers Marshall R. Perkins BTA Producers
wﬂ.gk 80.00 11-1-83 U.S.A. 100% Committed 5% Committed 100% Committed
12 -¢3-S, R-35-E Josephine znmzmmsoz*
w " 15: SW/¥ SE/4, 5.2044% M-22097 12.5% Exxon Corporation Henry R. Keller* Exxon Corporation
SW/4 200.00 9-1-84 U.S.A. 100% Committed T. E. Tomlinson, 1002 Committed
5% Undivided **
*Commi tted
TOTAL: 1922.60 Acres Federal Lands, 50.0297% of the Unit Area. **Uncommi tted
13 T7-23-S, R-35-E 2,0818% B8-1040 -1 12.5% Amerada Hess Corporation None 50.00%--Amerada Hess Corp¥*
Sec 16: E/2 SE/4 80.00 HBP State of N.M. 100% Uncommitted 3. dau--mwmwnmsmmxuwﬁmom
Pro o¥
12,57%+~Sun 011 nogvu=<
6.29%--Amoco Prod. Co.*
14 T-23-S, R-35-E
Sec 4. 5/2 9.3679% L-347 12.5% Gulf 0i1 Corporation None Gulf Qi1 Corp.
Sec 9: NE/4 NE/4 360.00 10-17-77 State of N.M. 100% Comnitted 100% Committed
15 T-23-S, R-35-E 10.40860% L-439 12.5% Gulf 0i1 Corporation None Gulf 011 Corp.
J.m.ldulz\m SE/4 400,00 11-21-77 State of N.M, 100% Committed 100% Committed
16 T-23-$, R-35-F
Sec 9: /2 12,4905% L-2497 12.5% Gulf 011 Corporation Nore Gulf 011 Corp.

Sec 16: NE/4

480.00 2-18-79

State of N.M,

100% Comnitted

100% Committed




8-29-79 Helen Linder - 5/192 uncommitted
Ruby Dell Bulger - 5/192 unconmitted
Virginia McCarthy - 5/384uncommitted
Cynthia Poulin - 5/384 uncommitted
Ethel Lee Klingman - 5/384 unconmitted
E. L. Bauer ~ 5/384 uncommitted

-10-82 Mache Gordon Riley - 3/64 camitted

-20-80 Betty Moran Rice - 31/512 comnitted
#Mary Gertrude Moran Fagan - 31/512 uncomitted
#Phillip C. Hayes - 1/160 uncommif*ed
#L. A, Griffith - 1/640 uncommitted

O O

9-12-82 Elizabath Rittenhouse Lamb ~ 85% of 1715 committed

mmoso;x.n::mm%mz-m.ownij S.Enﬁma
Rex de Vlaming - 6.35% of 1/128 oﬁhmmmn
#George Kerby - 19,06% of 1/128 unconmitted
#Guila Kerby - 5,93% of 17128  uncommitted
9-23-80 Gertrude A, Webster - 15% of 1/16 commi tted
#Fred K. Haskell - 1/256 un ted
#Archy Elkins - 30,97% of 1/128 uncommitted
#Wm, C., C. Chambless - 19.06% of 1/128 uncommitted
9.29-82 Virginia Priddy - 6,35% of 1/128 committed
#George W. de Vlaming - 6,.35% of 1/128 uncommitted
. *See information continued *10-6-79
#0pen (not leased by Gulf)

SN RS IR X
" SAND WELL UNIT
1. 2. 3. 4, 5. 6. Page ¢ 7. 8,
17 -23-S, R-35-F i
, W/2 NE/& 7.2861% L-4888 12,5 Mesa Petroleum Co. None Mesa Petro.Co.
SE/4 NE/4 280.00  9-15-80 State of N.M. 100% conmitted 100% comnitted
18 7-23-S, R-35-F 5.2120%  G-323) 12.5% _. Gulf 011 Corp. Gulf 011 Corp.
Sec 4: Lot 1, $/2 N/2 200.32  12-1-85 State of N.M, . " 00% oaw.»s& None - smx tted
R .3477% of the Unit Area. , «
19 7-23-S, R-35-E .
. 3,1226% :
Tec T5: /2 SE/4 120.00  Gulf Fee 18,75% Gulf 011 Corp. None Gulf 011 Corp.
NW/4 SE/4 _ 8-20-79 Hugh Ward - 5/48uncommitted 92% committed 92% ooaawa&
Ophelia W, Ratliff - 5/48 uncommitted Open: 8% uncommitted . Open:
Velma W, Kerr - 5/48 uncammitted §% uncamitted
Rose M, Fulfer - 4/48 uncomitted

20% Royalty
Ist Natl Bank & Jessie Belvins uncommitted

Crump Estate - 1/8 uncamni.tted

Fort Worth Natl Bank & J. C. Crump uncommitted
Estate - 1/8

TOTAL FEE LANDS: 120.00 Acres, 3.1226% of Unit Area

e e, Wt A AR 8 8 I8 . i it
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1 UNIT AGREEMENT

2 FOR THE DEVELOPMENT AND OPERATION

3 SANDWELL -

‘ UNIT AREA ‘

5 COUNTY OF LEA

6 STATE OF NEW MEXICO

7 NO. _

8 THIS AGREEMENT entered into as of the 22nd  day of September .,

° 19 77 by and between the parties subscribing, ratifying or con-

10 senting heret&, and herein referred to as the "parties hereto”.

n _ WITNESSETH: '
12 HHEREAS, the parties hereto are the owners of working,

13 royalty, or other oil and gas interesté in the unit area subject

IA to this agreement; and

15 WHEREAS, the Mineral Leasing Act of February 25, 1920, 41

16 Stat. 437, as amended, 30 U.S.C. Secs. 181 et seq., authortzes

17 fFederal lessees and their representatives to unite‘with each other,

18 or joihtly or separately with others, in collectively adopting

19 and operating a éooperative or unit plan of development or opera-

20 tion of any oil or gas pool, field, or like area, or any part

21 thereof for the purpoég of more properly Eonservinb the natural
EZ resources thereof whenever determined and certified by the Secretary
23 of the Interior to be necessary or advisable in the public interest; ;f
24 and | B
25 . WHEREAS, the Commissioner of Public Lands of the State ¢f ﬁéﬁ , é
26 México is authorized by an Act of the Legislature {Sec. 7-11-39 ;
27 N.M. Statutes 1953 Annotated) to consent to or approve this agree- 1.3
28 ment on behalf 6f the State of New'Hexico, ipsofar as it covers '
29 and includes lands and mineral interests of the State of New
30 Hexicb; and
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29
30

WHEREAS, the 0i1 Conservation Commission of the State of
New Mexico s authorized by an Act of the Legislature (Article 3,
Chapter 65, Vol. 9, Part 2, 1953 Statutes) to approve this agree-
ment and the conservation provisions heveof; and
WHEREAS, the partiec hereto hold sufficient interests in the
SANDWELL Unit Area covering the land

hereinafter described to give reasonably effective control of opers-
tinns therein; and

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

{0W THEREFORE, in censiderétion of the premises and the pro-

mises herein contained, the parties hereto ccmmit 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
nf Febriaary 25, 1920, as anénded, supra, and all valid pertinent
raq2lations, inéluding operating and unit plah regulations, hereto-
fore issued thereunder or valid, pertinent and reasonable rogull-:

tions hereafter issued thereunder are accepted and made a part of

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

- not inconsistent with thg.terms of this agreement; and as to non-jtv;?‘jg

“ Fedeéa] lands, the 6i1 and gas operating regulatfons in effect as

of the.éffective-date herébf-govgrnihg d?111ing and P'°d“°{“!"_l>;

“operations, not inconsistent with the terms hereof or the laws

of the State of which the non-Federal land is located, are hereby
accepted and made a part of this agreement. |

2. UNIT AREA. The area specified on the map attached hercg.f;,%"?

R
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marked Exhibit "A" is hereby designated and recognized as
constituting the unit area, containing _31842 .92 acres, more or
less,

Exhibit "A" shows, In addition to the boundary of the unit
area, the boundaries and identity of tracts and leases in said
area to the extent known to the Unit Operator. Exhibit "B*
attached hereto 1s & schedule showing to the extent known to
the Unit Operato} the acreage, percentage, and kind of ownership
of oi1 and gas finterests in all land in the unit area. However,
nothing herein or in said schadule 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 011 and Gas Supervisor, hereinafter referred to as "Super-
visor," or when requested by the Commissioner of Public Lands of

the State of New Mexico, hereinafter referred to as "Commissioner,”
and not less than five copies of the revised exhibits shall be

filed with the Supervisor, and two copies thereof shall be filed
with the Commissioner, and one copy with the New Mexico 011 Con-
servation Ccamission, hereinafter referred to as "Commission.”

The above-described unit area shall when practicable be

‘expanded to fnclude therein any :additional lands or shall be

contracted to exclude lards whenever such expansion or contraction

is deemed to be necessary or advisabie to conform with the purposes

of this agreement. Such expansion or contraction shall be effcct.“.~ 3

in the following manner:
(2) Unit Operator, on its own motion or on demand of the

Director of the Geological Survey, hereinafter referred to as .

|
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*Director,” or on demand of the Commissioner, after preliminary
concurrence by the Director and the Commissioner, shall prepare
a notice of proposed expansion or contraction describing the
contemplated changes in the boundartes of the unit area, the
reasons therefor, and the preoposed effective date thereof, pre-
ferably the first day of a month subsequent to the date of notice.

(b) Satd 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 tho.
preceding item (b) hereof, Unit Operator shall file with the
Supervisor, the Commissioner and the Commission evidence of niiliag
of the notice of expansion or contraction and a copy of ary objec-
tions thereto which have been filed with the Unit Operator, together
with an'abp11cation in sufficient number, for approval of such
expansion or contraction and with appropriate joinders.

(d) After due consideration-of all pertinent information,
the expansien or contraction shall, upor approval by the Super-
visor, the Commissioner and the Commission, become effective as

of the date prescribed in the notice thereof.

(e) A1l legal subdivisions of lands (i.e., 40 acres by Govern- .3

ment survey or {its nearest 1ot or tract equivalent; in instances
of 1rregdlar surveve ynusually large lots or tracts shall be con-
sidered in mulitiples of 40 acres or the nearest aliquot eéuivalent
thereof), no parts of which are entitled to be in a participating
area on or before the fifth anniversary of the effective date of
the first initfal participating area established under thii unit

agreement, shall be eliminated automatically from this agreement,




1 effective as of said fifth anniversary, and such lands shall no
4 longer be z part of the unit area and shall no longer be
3 subject to this agreement, uniess diligent drilling operations
L are in progress on unitized lands not entftled to participation
5 or said fifth anniversary, in which event all such lands
6 shall remain subject hereto so long as such drilling operations
7 are continued diligently with not more than 90 days' time f
; 8 elapsing between the completion of one well and the commence- ' ,g
; 9 ment of the next well, Al legal subdivisions of lands not ;
10 - entitled to be in a participating area within 10 years after o é
BT the effective date of the first initial participating area o
12 approved under this agreement shall be automatically elimi-
13 nated from this agreement as of said tenth anniversary. Al1l
14 lands prerd productive by diligeat drilling operations after
15 the aforesaid 5-year period shall become participating in
16 the same manner as during said 5-year period. However, when
17 such diligent drilling operations cease, all nonparticipating
18 lands shall be automatically eliminated effective as of the
19 91st day thereafter. The Unit Operator shall, within 90
20 days after the effective date of any elimination hereunder,
21 describe the area so eliminated to the satisfaction of the_
22 Supervisor and the Commissioner, and promptly notify all
23 parties in interest.
24 I1f conditions warrant extension of the 10-year period
25 specified in this subseﬁtion 2(e), a single extension of not
26 to excee& 2 years may be accomplished by consent of the owners
27 of 90% of the working interests in the current- nonpartici-
Z8 pating unitized lands and the owners of 60% of the basic
29 royalty interests (exclusive of the basic royalty interests o
30 of the United States)’in nonparticipating unitized lands I‘f;




with approval of the Director and Commissioner, provided

1

2 such extension application is submitted to the Director and

3 Commissioner not later than 60 days prior to the expiration

4 of said ten-year period. |

5 Any expansion of the unit area pursuant to this section

6 which embraces lands theretofore eliminated pursuant to this

7 subsection 2(e) shall not be considered automatic commitment

8 or recommitment of such lands.

9 3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land
10 committed to this agreement shall constitute land referred to

11 herein as "unitized land" or "land subject to this agreement.”

12 A1l ofl and gas in any and all formations of the unitized land

13 are unitized under the terms of this agreement and herein are

14 called "unitized substances."

15 4, UNIT OPERATOR. GULF OIL CORPORATION is hereby
16 designated as Unit Operator and by signature hereto as Unit

17 Operator agrees and consents to accept the duties and obligations
18 of Unit Operator for the discovery, development and production of
19 unitized substances as herein provided. Whenever reference {s made
20 herein to the Unit Onerator, such reference means the Unit Onavatar
21 acting in that capacity and not as an owner of interest in unitized
22 substances, and the term “working interest owner" when used herein
23 shall include or refer to Unit Operator as the owner of a working
24 interest when such an interest is owned by it.
25 5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
26 shall have the right to resign at any time prior to the establish-
27 ment of a participating area or areas hereunder, but such resfgna-
28 tion shall not become effective so as to release Unit Operator fré- :
29 the duties ‘and obligations of Unit Operator and terminate Unit

30 Operitor‘s rights as such s a period of 6 months :ficr nctice 6f
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intentisn to resign has been served by Unit Operator on all
working interest owners and the Supervisor, the Commissioner
and the Commission, and until all wells then drilled hereunder are
placed in a satisfactory conditon for suspension or abandonment
whichever is required by the supervisor as to Federal lands and
by the Commission as to -“tate and privately owned lands, unless
a new Unit Operator shall have been selected and approved and
shal! have taken over and assumed the duties ard obligations of
Unit Operator prinr to the expiration of said period.

Unit Gperator shall have the riyght 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 211 ins

<«

ances of resignation ¢ removal, until 3 successor

Unit Operator is selected and approved as hereinafter provided,
the working interest owners shall be jointly responsible for
performance of the duties of Unit Operator, and shall, not later
than 30 days befdre such resignation or removal becomes effective,
appoint a common agent to represent them in any action to be taken
hereyunder,

The resiyration of Unit Operator shall rot release Unit
Operator from any liability for any default by it hereunder
occurring prior to the effective date of its resignation,

The Unit 7perator may, upon default or failure in the per-
formance of its duties or obligations hereunder, be subject to
r:moval by the same percentage vote qf the dﬁners of working
interests as nerein provided for the selection of a new Unit
Opurator. Such removal shall be effective upon notice thereof
t> the Supervisor and the Commissioner,

ihe resigration or removai of unit Gpefatdr under this agree- _‘

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

. _ NP SOV . 3 : . o
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of a working interest or other interest in unitized substances,
but upon the resignation or removal of Unit Operator becoming
effective, such Unit Operator shall deliver possession of all
wells, equipment, materials and appurtenances used in conducting
the unit operations to th» new duly qualified successor Unit
Operator or to the comwou agent, if no such new Unit Operator

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

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

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

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

If no successor Unit Operator is selected and qualified as

ad




herein provided, the Director and Commissioner at their election
may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. 1If
the Unit Operator is not the sole owner of working interest, costs
and expenses incurrad by Unit Qperator in conducting unit opera-
tions hereunder shall be paid and apportioned among and borne by
the owners of working interests, all in accordance with the agree-
ment or agreements entered into by and between the Unit Operator
and the owners of working interests, whether one or more, sepa-
rately or collectively. Any agreement or agreements entered into
between the working interest owners and the Unit Operator as pro-
vided in this section, whether one or more, are herein referred to
as the "unit operating agreement." Such unit operating &gree-
ment shali also provide the manner in which the working interest
owners shall be éntit]ed to receive their respective proportionate
and allocated share of the benefits accruing hereto in conformity
with their underlying operating agreements, leases or other
independent contracts, and such other rights and obligations as
between Unit Operator and the working interest owners as may be
agreed upon by Unit Operator and the working interest owners; how-
ever, no such unit operating agreement shall be deemed eithef to
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to relieve the Unit Operator of any right or obligation established
under this unit agreement, and in case of any inconsistency or
conflict between this unit agreement and the unit operating agree-
ment, this unit agreement shall govern. Three true copies of any
unit operating agreement executed pursuant to this section should
be filed with the Supervisor and two true copies with the Commis-
sioner and one true copy with the Commission, prior to appreval of

this unit agreement.
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8. RIGHTS AND OBLIGATIONS OF UNIT OPSRATOR. Except as
otherwise specifically provided herein, the exclusive right,
privilege, and duty of exercising any and all rights of the
parties hereto which ares necessary or convenient for prospecting,
for producing, storiig, 21incating and distributing the unitized
substances are hereby deilcgated 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 obligactions of Unit Operator. Nothing herein,
however, shall be construed to transfer title to any tand or to
any lease or operating agreement, it being understood that underv
this agreement the Unit QOperator, in its capacity as Unit QOperator,
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 (6) months after the
effective date hereof, the Unit Operator shall begin to drill an
adequate test well at a location approved by the Supervisor, {f on
Federal land,or by the Commissioner if on State Land, or by the Com-
missfon if on fee land, unless on such effective date a well is betfng
drilled conformably with the terms hereof, and thereafter continue

such drilling diligently until all formations of Pennsvlvania aae have

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

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

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

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

10
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however, that Unit Operator shall not in any event be required

to drill said well to a depth in excess of 15,600 fest. Until the
discovery of a deposit of unitized substances capablie of being
produced in paying quantities, the Unit Operator shall continue
drilling one well at a time, allowing not more than 6 months be-
tween the completion of one well and the beginning of the next

vell, untii a well capable of producing unitized substances in
paying quantities is comp!ete# to the satisfaction of said Super-
visor 1f on Federal land, or the Commissioner {f on State land, |
or the Commission if on fee land, or until {t is reasonably proved
that the unitized land ts incapable of producing unitized substances
tn paying quantities in the formations drilled hereunder. Nothing
in this section shall be deemed to 1imit the right of the Unit
Qperator to resign as provided in Section 5 hereof, or as requiring
Unit Operator to commence or continue any drilling during the pertod

pending such resignation becoming effective in order to comply with

the requirements of this section. The Supervisor and Commissioner

may modify the drilling requirements of this section by granting
reasonable extensions of time when, in their opinion, suéh action
is warranted. Upon failure tc commence any well nrovided for in
this section within the time allowed, including any extension of
tim= granted by the Supervisor and the CommissiOﬁér, this agrésment
will automatically terminate; upon failure to continue drilling
diligently ané well commenced hereunder, thg Supervisor and Com-

missioner may, after 15 days noticé to the Unit Operator, declare

_this unit agreement terminated.

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

for the approval of the Supervisor and the Commissioner an

11




1 acceptablie plan of development and operation for the unitized
2 land which, when approved by the Supervisor and the Commissioner,
3 shall constitute the further drilling and operating obligations
4 of the Unit Operator under this agréement for the period specified
5 therein. Thereafter, from time to time before the expiration of
6 any existing plan, the Unit Operator shall submit for the approval
7 of the Supervisor and the Commissioner a plan for an addftional
8 specified per{od focr the development and operation of the'Pnitizld
9 land.
10 Any plan submitted pursuant to this chtion shall provide for
11 the exploration of the unitized area and for the diligent drilling
12 necessary for determination'of the area aor areas thereof capable
13 of producing unitized substances {in paying quantities in each and
514 every productive formation and shall be as compiete and adequate
le as the Supervisor, the Commissioner and Commission may determine
16 to be necessary for timely development and proper conservation of
17 the oil and gas resources of the unitized area and shall:
18 (a) specify the number and locations of any wells
19 to be drilled and the proposed order and time for
20 such driiiing; and |
21 (b) to the extent practicable, specify the operating
22 practices regarded as necessary and advisabie for
23 proper conservation of natural resourcer,
24 Separate plans may be submitted for separate productive zones,
t 25 subject to the approval of the Supervisor,'the Commissioner and
| 26 the Commission.
! 27 Plans shall be modified or supplemented when necessary to
f 28 meet changed conditions or to protect the interests of ail pnrtiei
29 to this agréenent. Reasonable diligence shall be exercised in
30 complying with the obligations ¢f the approved plan of development.

12
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The Supervisor and Commissioner are authorized to grant a reason-
able extension of the 6-month period herein prescribed for sub-
missfon of an initial plan of development where such action is
justified because of unusual conditions or circumstances. After
completion hereunder of a well capable of producing any unitized
substances in naving quantities, no further wells, except such as
may be necessary to atford protection against operations not under
this agreement and such as may be specifically approved by the
Supervisor and the Commissioner, shall be drilled except in
accordance with a plan of development approved as herein provided.
11. PARTICIPATION AFTER DISCOVERY. Upon completion of a
well capable of producing unitized substances in paying quantities
or as soon thereafter as required by the Supervisor and Commissioner,
the Unit Operator shall submit for approval by the Supervisor and
Commissioner a schedule, based on subdivisions of the public land
survey or aliquot parts thereof, of all land then regarded as
reasonably proved to be productive in paying quantities; all lands
in §a1d schedule on approval of the'Supervisor and Commisstoner
to constitute a participating area, effective as of the date of
compietion of such well or the effective date of this unit agree-

ment, whichever is later., The acreages of both Federal and non-

-

Federal 1ands shall be based upon apbroupriate computatione from
the courses and distances shown on the last approved publiic land
survey as of the effective date of each initial p t.cipating area.
Satd schedule shall aiso set forth the percentage of unitized snb-
stances to be allocated as herein provided to each tract in the |
participating area so established, and shall goyern the allocation
of production co-mencing with the effective date of the participat1n97
area. A separate participating area shall be established for cach

separate pool or deposit of unitized substances or for any group

13
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thereof which 1s produced as a single pool or zone, and any
two or more participating areas so established may be combined
intc one, on approval of the Supervisor and Commissioner. When
production from two or more participating areas, so established,
is subsequently found to be from a common pool or deposit said
participating areas shall be combined into one effective as of
such appropriate date 2s may be approved or prescribed by the
Supervisor and Commissioner. The participating area or areas

so established shall be revised from time to time, subject to
Tike approvai, to include additional land then regarded as
reasonably proved to be productive in payfng quantities or
necessary for unit operations, or to exclude land then regarded
as reasonably proved not to be productive in paying quant%ties'
and the schedule of allocation percentages shall be revised
accordingly., The effective date of any revisions shall be the
first day of the month in which is obtained the knowledge or
fnformation on which such revision is predicated, provided,
however, that a more appropriate effective date may be used {f
Justified by the Unit Operator and approved by the Supervisor
and Commissioner. No land chall be ewcluded from 3 participat

area on account of depletion of the unittzed substances, except

thet any participating area eéstabiishned under the provisions of
this unit agreement shall terminate automatically whenever al}

completions in the formation on which the participating area {is
based are abandoned.

It is the intent of this section that s participaling eres
shall represent the area known or reasonably estimated to be pro-
ductive in paying quantities, but, regardless of any reviszton
of the pafticipating area, nothing herein contained shall be caona

strued as requiring any retroactive adjustment for production

14
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obtatned prior to the effective date of the revision of the
participating area.

In the absence of agreement at any time between the Unit
Operator and the Supervisor and Comxissioner as to the proper
definition or redefinition of a participating area, or untii a
participating area has, or areas have, been established as pro-
vided herein, the portion of all payments affected thereby shall
be impounded in a manner mutually acceptable to the owners of
working interests and the Supervisor and Commissioner. Royalties
due the United States and the State of New Mexico, which shal)
be determined by the Supervisor for Federal land and the Con;
missioner for State land and the amount thereof shz11 be deposited,
as directed by the Supervisor and Commissioner respectively, to
be held as unearned money until a participating area ts finally
approved and then applied as earned or returned in accordance
with a determination of the sum due as Federal and State royalty
on the basis of such approved participating area.

Whenever it is deterﬁined. subject to the approval of the
Supervisor as to wells drilled on Federal land and of the Com-
missioner as to wells drilled on State lynd, that a well drilled
under this agreement is not capable of production in paying'qunnti-
ties and inclusion of the land on which it is situated in a parti-'

cipating area is unwarranted, production from such uell'sha11._for

. the purposes of settlement among all parties other than'working

interest owners, be allocated to the land on which the well s
lacated unless such land is already within the participating srea
established for the pool or deposit from which such production 1;.
obtained., Settlement for working 1nteres£ benefits from such a
well shall be made as provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. A1l unitized substances

15
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produced from each participating area established under this |
agreement, except any part thereof used in conformity with good
operating practices within the unitized area for drilling;
operating, camp and other production or development purposes,

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

of the royalty, overriding royalty, or payment out of production 
obligations of the respective working interest owners, shall be-
on the basis prescribed in the unit operating agreement whether

in conformity with the basis of alldcation herein set forth or |
otherwise. It is hereby agreed that prodﬁctiéh 6f unitized sudb-

stances from a participating area shall be allocated as provided

herelin regardless of whether any wells are drilled 6n any particular’

part or tract of said participating area. If any gas produced
from one partiéipating drea is used for repressuring or recycling
purposes in another participating areu..the first gas withdrawn
from such last mentioned pnarticipating area far sale during the
life of this agreement shall be conisdered to be the gas so trans-
ferred until an amount equal to that transferred shall be so pro-
duced for sale and such gas shall be allocated to the participating

area from which initially produced as Such area was last defined

16
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at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR
FORMATIONS. Any party hereto owning or contrclling the working
interest in any unitized land having thereon a regular well loca-
tion may with the approval of the Supervisor as to Federzl land,
the Commissioner as to State land and the Commission as to pri-
vately owned land, at such party's sole risk, cost and expense,
drill a well to test any formation for which a participating area
has not been established or to test any formation for which a
participating area has been established if such\1ocation 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 wei1 in 1ike
manner as other wells are drilled by the Unit Operator under this
agreement, _

If any well drilled as aforesaid by a working interest owner
resulte in nroductien such that the land upon which 1t 1s situated
may properly be included in a participating area, such participating

area shall be established or enlarged as provided in this agreement

accordance with the terms of this agreement and the unit operating
ajreement.

If any well drilled as aforesaid by a working interest owner.
obtains production in quantities insufficient to Justify the in-
clusion of the land upon which such well is situated in a partici-
pating area, such well may be operated and produced by the party
drilling the same subject to the conservation requirements of
this agreement. The royalties in amount or ¢ilue of production
from any such well shall be paid as specified in the underlying

lease and agreements affected.

17
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14, ROYALTY SETTLEMENT. The United States and any State
and any royalty owner who is entitled to take in kind s share
of the substances now unitized hereunder shall hereafter be
entitled to the right to take in kind tts share of the un{tized
substances, and the Unit Operator, or the working interest owner
in case of the operation of .a well by a working {nterest owner as
herein provided for in special cases, shall make deliveries of
such royalty share taken in kind in conformity with the applicable
contracts, laws and ragulations. Settiement for royalty interest
not taken in kind shall be made by working tnterest owners respon-
stble therefor under existing contracts, laws and regulatfons, or
by the Unit Gperator, con or before the last day of each month for
unitized substances produced during the preceding calendar month:
provided, however, that nothing herein contained sh211 operate to
relieve the lessees of any land from their respective lease obJi~
gations for the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement ts

introduced into any participating area hereunder, for use {n re-
pressuring, stimulation of production, or increasing ultimate
recoyvery, in conformity with a plan of operations approved by the
Supervisor, the Commissioner, and Commission, a 1ike smount of gas,
after settlement as herein provided for any gas transferred from
any other participating area and with appropriate deductfon for

loss from any cause, may be withdrawn from the formatton in which

| the gas is introduced, royalty free as to dry gas; but not as to |

+
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any proeducts which may be extracted thervefrom; provided that such

.
¢

withdrawal shall be at such time as may be proyjded tn the approved
plan of operations or as may otherwise be consented to by the
Supervisor, the Commissioner and Commission as conforming to good

petroleum engineering practice; and provided further, that such

18




right of withdrawa) shall terminate on the termination of this
unit agreement, ‘

Royalty due the United States shall be computed &s provided
in the operating regulations and paid in value or delivered 1in
kind as to all unitized substances on the basis of the amounts
thereof allocated to unitized Federal land as provided herein at
the rate specified in the respective Federal leases, or at such
lower rate or rates as may be authorized by law or regulation;
provided, that for leases on which the royalty rate depends on
the daily average production per well, said average production
shall be determined in accordance with the operating regulations
as though each participating area were a single consolidated lease.

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

15. RENTAL SETTLEMENT, Rental or minimum royalties due on
leases committed hereto shall be paid by working interest owners
responsible therefor under existing contracts, laws and regutla-

~ tions, provided that nothing herein contained shall operate to
>relieve ihe jessees of any land from their respective lease obli-

-gations for the payment of any rental or minimum royalty due under

their leases Rental or minimum rovalty for lands nf the United

\States subject to this agreement shali be paid at the rate specifﬁcd

in the respective leases from the United States uniess such rental
ved, suspended or rediced by law 6?-bi
.approval of the Secretary or his duly authorized representative,
Rentals on State of New Mexico lands subject to this agree- .
ment shall be pafd at the rates specified in the respective leases,
With respect to any lease on non-Federal land containing pro- a

_ visions which would terminate such lease unless drilling operations

19




1 are commenced upon the land covered thereby within the time

2 therein specified or rentals are paid for the privilege of

3 deferring such drilling operations, the rentals required thereby

4 shall, notwithstanding any other provisions of this agreement,

5 be deemed to accrue and become payable during the term thereof

6 as extended by this agreement and until the required drilling

7 operations are commenced upon the land covered thereby or until

8 some portion of such land is 1nc1udedAw1th a participating area.

9 16. CONSERVATION. Operations hereunder &and production of

10 unitized substances shall be conducted to provide for the most

11 economical and efficient recovery of said substances without waste,
12 as defined by or pursuant to State or Federal laws or regulltion;;
13 17. DRAINAGE. The Unit Operator shall take such measures

14 as the Supervisor and Commissioner deem appropriate and adequate

15 to prevent dratnage of unitized substances from unitized land by

16 wells on land not subject to this agreement.

17 18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
18 conditions and provisions of all leases, subleases and other con-

. 19 tracts relating to exploration, drilling, development or operations

20 for oil or aqas en'!ands committed to this agreement are hereby .

21 | expressiy modified and amended to the extent necessary to nnke‘

ez the same conform to the provisions hereof, bul otherwise to réiifﬁ
23 fn full force and effect; and the parties hereto hereby consent

24 that the Secretary as to Federal leases and the Commissioner as

25 to State leases shall and each by his approval hereof, or by the

26 approval hefeof.by their duiy authorized representatives, do hlreby
27 | establish, alter, change br revoke the drilling, producing, rontli,
28 minimum royalty and royalty requiresents of Federal and State
29 leases committed hereto and the regulations in respect thercti

30 to conform said requirements to the provisions of this agreement,

20




1 and, without 1imiting the generality of the foregoing, all Tel!ll;
2 subleases, and contracts are particulariy modified in accordance
g 3 with the following:
3 4 (a) The develorment and operation of lands subject to this
5 agreement under the t:rms hareof shall be deemed full per-
6 formance of all obiigations for development and operation
7 with respect to each and every separately owned tract subject
8 to thic agreement, regardless of whether theve is any deveiop-
9 ment of any particular tract of the unit area.
10 (b) Orilling and producing operations performed hereunder
1 upon any tract of uﬁifized 1and will be accepted and deemed
12 to be performed upon and for the benefit of each and every
i3 tract of unitized land, and no lease shall be deemed to |
13 expire by reason of failure to drill or produce wells situated
15 on the land therein embraced.
16 (c) Suspension of drilling or producing operations on all
17 unitized lands pursuant to direction or consent of the
18 Secretary and Commissioner or their duly authorized repre-
19 | sentatives shall be deemed to constitute such suspension |
20 pursuani to such direction or consent as to each and every |
2] tract of unitized iand. A suspension of drilling or pfoduciug.
22 operations limited to specified Tands shall be‘applicable |
23 only to such lands. \
% 24 (d) Each lease, sublease or contract relating.to the ex-
| 25 ploration, drilling, development or operation for ofl or '
26 gas of lands other than those of the United States or State
27 of kei Mexico committed to this agreement, which by {ts |
28 terms might expire prior to the termination of this agree-
29 ment, is heréby extended beyond any such term sd provided
30 therein so that it shall be continued in full force and

21
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effect for and during the term of this agreement.

{e) Any Federal lease for a fixed term of twenty (20}
years or any renewal thereof or any part of such lease
which 1s made subject to this agreement shall continue

in force beyond the term :rovided therein until the ter-
mination hereof. Any other Federal lease committed hereto
shall cdntinue in force beyond the term so provided therein
or by law as to the iand committed so long as such lease
remains subject hereto, provided that production {s had

in paying quantities under this unit agreement prior to

the expiration date of the term of such lease, or in the
event actual drilling operations are commenced on unitized
lands, 11 accordance with the provistons of this agreement,
prior tc the end of the primary term of such lease and are
being diligently prosecuted at that time, such leise shall
be extended for two years and so long thereafter as oil or
gas is produced in paying quantitifes in accordance with the
provisions of the Mineral'Leasing Act Reyiston ¢f 1960.

(f) Each sublease or contract relating to the operation
and development of'unitized substances from Jands of the
United States committed to this agreement, which by fts
terms would expire prior to the time at which the underlying
lease, as extended by the immediately precgding paragraph,
will expire, {s hereby extended beyond any such term so
provided therein so that it shall be coniinued in full
force and éffect for and during the term of the underiying
lease as such term is herein extended.

(g) Any iease embracing lands of the State of New Mexico
which is made subject tc this agreement, shall cont{inue

in force beyond the term provided therein as to the lands

22




1 committed hereto until the termination hereof, subject to
2 the provisions of subsection (e) of Section 2 and sub-
3 section (1) of this Section 18.
4 (h) The segregdtion of any Federal lease committed to
5 this agreement is governed by the following provisions in
6 the fourth paragraph of Sec. 17(Jj) of the Mineral Leasing
7 Act, as amended by the Act of September 2, 1960 (74 Stat.
8 781-734): "Any (Federal) lease heretofore nr hereafter
3 committed to any such (unit) plan embracing lands that
10 are in part within and in part‘outside of the area covered
11 by any such plan shall be segregated into separate leases
12 as to the lands committed and the lands not committed as
13 of the effective date of unitization: Provided, however,
14 That any such lease as to the nonunitized portion shall
15 continue in force and effect for the term thereof but for
16 not less than two years from the date of such segregation
17 and so long thereafter as ofl or gas is produced in paying
18 quantities.”
19 (1) Any lease embracing lands of the State of New Mexico
20 having only a portfon of its landé conmittedvhereto, shall
. el be segregated as to the portion committed and the portion
22 nbt committed, and the provisicns of such lease shail appiy »
23 separately to such segregated portions commencing as of the :
24 effective'dhte hereof; provided, however, notwithstanding
25 any of the provisions of this agreement to th2 c°nfrary.any
26 lease embracing lands of the State of New Mexico having 0ﬁfy -
27 a portion of its lands éommitted hereto shall éontinue in
28 full force and effect beyond the term proéided therein as
29 td all lands embraced in such lease, if ofl or gas is dis-
30 covered and is capable of being produced in paying quantities"‘-
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from some part of the lands embraced in such lease at

the expiration of the secondary term of such leéuse; or

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

or Unit Operator is then engaged in bona fide drilling

or reworking operations cn some part of the lands embraced

in such lease, the same, as to all lands embraced therein

shall remain in full force and effect so long as such opera-
tfons are being diligently prosecuted, and {f they result
in the production of oil or gas, said lease shall continue
in full force and effect as tn all of the lands embraced
therein, so 1ong thereafter as 011 or gas in paying quantities
-is being produced from any portion of said lands.

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

portion of its lands committed hereto shall be segregated

as to the portion committed and the portion noi committed,

and the provisfons of such lease shall apply separately to

such segregated portions commencing as of the effective date
hereof. In the event any such lease provides for a lump sum
rental payment, such payment shall be prorated between the
portions so ségregated in proportion to the acreage of the
respective tracts.

19. COYENANTS RUN WITH LAND. The covenants herein shall be
construed to be covenants running with the land with respect te
the interest of the parties heretc and their successors in interest
until this agreement terminates, and any grant, transfer, or con-
veyance uf 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
fn interest. %o assignment or transfer of any working interest, |

royalty, or other 1nterest,§ubject nareto shall be binding upon

24




1 Unit Operator until the first day of the calendar month after

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

3 certified copy of the instrument of transfer,

4 20, EFFECTIVE DATE AND TERM. This agreement shall become

5 effective upon approval by the Secretary and Commissioner, or

6 their duly authorized representatives and shall terminate five

7 (5) years from safd effective date unless:

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

9 and Commissioner, or
10 (b} 4t i1s reasonably determined prior to the expiration of
;11 the fixed term or any extension thereof that the unitized
%12 land is incapable of production of unitized substances in
13 paying quantities in the formations tested hereunder and
%14 after notice of intention to terminate the agreement on

15 such ground is given by the Unit Operator to all parties in
16 interest at their last known addresses, the agreement is

12 terminated with the approvai of thé Supervisor and the

19 Commissioner, or

19 (c) a va1qab1e discovery of unitized substances has been

Z0 made or accepted on unitized land during said initfal term

21 or any extension thereof, in which event the agreement shall
22 remain in effect for such term and so_long as unitized sud-
%23 stances czn be produced in quantities sufficient to pay for
24 the cost of producing same from wells on unitized land within
25 | any participating aréa established hereunder and, should

26 productior. cease, so long thereafter as diligent operations
27 are {in progresé for the restoration'of praduction or discovery
28 of new production and so lona tharesafter ac unitized sub-
29 stances so discovered can be produced as aforecaid, or

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

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

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 state-
wide voluntary consérvation or allocation program, which {1s estab-
1ished, recognized and generally adhered to by the majority of
operacors in such State, such authority being hereby limited to
alteraticrn or modification in the public interest; the purpose
thereof &nd the public interest to be served thereby to be stated
in the order of alteration or modification. Without regard to
the foregoing, the Director is also hereby vested with authority
to alter or modify from time to time in his discretion the rate
of prospecting and development and the quantity and rate of pro-
duci:ion under this agreement when such alteration or modification

is ‘r the jnterest of attaining the conservation dbjectives stated

~4n thkis agreement and is not in violation of any applicable Federal

or sizte law; provided, further, that no such alteration or modi-
fizution shall be effective as to any ltand of the State of New
Mexico, as to the raie of prospecting and developing in tha absence
of the specific written app?dva! thergof by the Commissioner and

as to any lands of the State of New Mexico or privately owned lands
subject to this agrcement as to the quantity and rate 7 production
in the absence of specific written approval thereof by the '

Commission.

- 26
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Powers in this section vested in the Director shall only be
exercised after notice to Unit Operator and opportunity for hesring
to be held not less than 15 days fron notice.

22, CONFLICT OF SUPERVISON. Neither the Unit Operator nor
the working intérett owhers ncr any of them shall be subjéct to
any forfeiture, termination or expiration of tnx‘rights hereunder
or under any leases or contracts subject hereto, or to any penalty
or liability on account of delay or fatlure in whole or in part
to comply with any'app11cab1e provision thereof to the extent that
the Unit Operator, working interest owners or any of them are hin-
dered, delayed or prevented from complying therewith by reason of
failure of the Unit Operator to obtain in the exercise of due
diligence, the concurrencé of proper representatives of the United
States and proper representatives of the State of New Mexfco in
and about any matters oﬁ things concerning which 1t is required
herein that such concurrence be obtained. The parties hereto,
fnciuding the Commission, agree that all powers and authority .
vested in the Commission in and by any provisions of this agree- ' | ?
ment‘are vested in the Commission and shall be exercised by ft g
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 sprovided by the laws of the State of New Mexico.
23. APPEARANCES. Unit Operator shalg. after notice tb other

parties affected, have the right to appear for and on behalf of

any and all interests affected hereby before the Department of fi:%:
‘Interior, the Commissioner cof Pubiic Ltgds of thglgtate of New
Mexico and the New Mexico 011 Conservation Commission and to\tpptl!'
from orders issued under the regulations of said Department, the
Commission or Commissioner or to apply fo;irelief from Any of said

regulations or in any proceedings relative to operstions before

27
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the Department of the Interfor, 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 heari in any such proceeding.

24, NOTICES. A1l naotices, deiands or statements required
hereunder to be given cr rendered to the parties hereto shall be
deemed fully given if given in writing and personally delivered
to the party or sent by postpaid registered or certified mail,
addressed to such party or parties at their respective addresses
set forth in connection with the signatures hereto or to the
ratification or consent hereof or to such other address as any
such party may have furnished in writing to party sending the
notice, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement

~contained shall be construed as a waiver by any party hereto of

the right to assert any legal or constitutional right or defense
as to the validity or invalidity of any law of the State wherein
said unitized lands are located, or of the United States. or regu-
lations issuad thereunder in any way affecting such party, df as
a8 waiver by any such party of any right.beyond his or its authority
to waive, »
26. UNAVOIDABLE DELAY. A1l obligations under this egrecaant
requiring the Unit Operator to commence or continue drilling or to
operate on or produce unitized substances from any of the llndi
covered by this agreement shall be suspended whila the Unit 6p0rc—
tor, despite‘the exercise of due care and diligence, is preventad
from complying with such obligations, in whole or fn part, by
strikes, acts of God, Federal, State or municipal law or agencies,
unavoidable accidents, uncontroilable delays in transportation,

{nability to obtain necégsary materiais in open market, or other

28




matters beyond the reasonable control of the Unit Operator
whether similar to matters herein enumerated or not. No unit
oblfgation which is suspended under this section shall become
due less than thirty (30) days after it has been determined
that the suspension is no longer applicable. Determination of
creditable "Unavoidabdle Delay“'fime shall be made by the Unit
Operator subject to approval of the Supervisor and Commisstoner,
27. MHONDISCRIMINATION. 1In connection with the performance
of work under this agreement, the operator agrees to comply with
all of the provisions of seaction 202 (1) to (7) inclusive of |
Executive Order 11246 (30 F.R. 12319)Aa3h3@§"2$2’hereby incor- :
porated by refereﬁce in this agreemenf. :
28. LOSS OF TITLE. In the event title to any tract of
unitized land shall fail and the true owner cannot be induced to
join in this unit agreemeni, such tract shall be automaticaliy
regarde& as not committed hereto and there shall be such readjugi?"
ment of future.costs and berefits as may be required on accouht _
of the loss of such title. In the event of a dispute as to titli
to any royalty, working inteqest or other interests subject
thereto, payment or delivery on account thereof may be withheld '
without 14cbility for interest until the dispute is finally settleé;
provided, that, as to Federal and State land or leases, no payuéﬁtS'

of funds due the.United States or State of New Mexico should be

withheld, but such funds of the United States shall be depo#ited
as directed by the Supervisor and such funds of the State of New
Mexico shall be deposited as directed by the Commissioner t;_be
held as ﬁnearned money pending final séttTement of the title dfs-
pute, and then applied as earned or returned in accordance with
such final settliement. |

Unit Operator as such is relieved from any responsibility fbb

29




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 -, consent to this agreement, the owner
of the working interest in -« t iract may withdraw said tract
from this agreement by wr:t(:u notice delivered to the Supervisor
and the Commmissioner and the Unit Operator prior to the approval
of this agfeement by the Supervisor and Commissioner. Any otl
or gas interests in lands within the unit area not committed hereto
priog to submission of this agreement for final approval may there-
afteéibe committed hereto by the owner or owners thereof sub-
scriging or consenting to this agreement, and, if the interest
is a working interest. by the owner of such interest also sub-
scribing 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 consented to in writing by the working interest owner
committed hereto and responsiblie for the payment of iny benefits
that may accrue hereunder in behalf of such non-working interest.
A non-working interest may not be committed to this unit agree-
ment unless the corresponding working interest is committed hereto.
Joinder to the unjt agreement by a werking interest owner, at any
t!mé, must be accompanied by appropriate joinder to the Unit Operat-
ing agreement, if more than one committed working interest owner
is involvéd. in order for the interest to be regarded as committed
to this unit agreemeont. Except as may otherwise herein be provided,

subsequent joinder: to this agreement shall be effective as of the-
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1 first day of the month following the filing with the Superyisor
2 and tiie Commissioner of duly executed counterparts of all or any
3 papers necessary to establish effective commitment of any tract
4 to this agreement unle:: nhjection to such joinder {s duly made
5 within 60 days by the Supersvisor, provided, however, that as to
6 State Jands all subsequent joinders must be approved by the
7 Commissioner.
8 30. COUNTERPART< . *his agreement may be executed in any
9 number of counteroarts no one of which needs to be executed by
10 atl pafties or mav he :21°"*-ur or consented to by separate {nstru-~
11 ment in writina cuwee - "7y cefarring hereto and shall be binding
12 upon all those parties who have executed such a counterpart, rati-
13 fication, or conssnt ¢ =%~ i tr the -ame force and effect as if
14 all such parties had signed the same decument and regardless of
18 whether or not it ic crecuted by all other parties owning or
16 claiming an interest ir *te lands within the above described unit
17 area. |
18
19 31. BUREAU OF LAND MANAGEMENT SPECIAL STIPGLATIONS. Nothing in this a PEé-
0 et Tt Tict distotmns o o oSt ion TeAEing to st
21 of any 0il and gas lease coveriné lands within ihgu;§$§ ::::fhed fo and made a part
22
23
24 _ IN WITNESS WHEREOF, the parties hereto haye caused this agree-
25 ment to be executed and have set opposite their respective names the
28 date of execution.
UNIT OPERATOR AND WORKING INTEREST OWNER
DATE: _ September 22, 1977 ~ GULF OIL CORPQRATION __,
Address: _P. 0, Box 1150 gyu/}/’/

Midland, Texas 79702

ATTEST:

t Secretary
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Exhibit A
SAND WELL UNIT
LEA COUNTY, NEW MEXICO

Tract Nulﬁbers

i. NM 10283-A

2. NM 13427 .
3. NM 14337

4. NM 14501 [N ] Unit Area Outline
5. NM 14802
6. NM 15039
7. NM 15456

Federal Londs, 1922.60Ac.

]

8. N 17604 50.0257% Unit Areo
9. NM 18856

10. NM 19208 77 Stote Londs, 1800.32 Ac.
1. NM 19454 4 46 .8477% Unit Area

12. NM 22097

|3, 8-1040 _ o Fee (Patent) Londs, 120 Ac.
14. L-347 . 3.1226% Unit Area

15. L-439 ’
16. L-2497

7. L-4888
18. LG-323!
19. Gulf




EXNIBIT “A" Page 2

cend

UNIT AREA DFSCRIPTION

o T-23-S, R-35-E, N.M.P M.

Section 3: All
Section 4: Al
Section 9: All
Section 10: All
Section 15: All
Section 16: Al

Containing 3842.92 acres, more or less, Lea County, New Mexico.




EXHIBIT “B"
SCHEDULE OF LANDS AND LEASES
SAND WELL UNMIT
LEA COUNTY, NEW MEXICO

Serfal No. ard  Basic Royalty Cessee of Record Overriding Royalty Working Interest
Tract No. Description Acres Expiration Date and Percentage and Percentage and Percentaqe and Percentage
1 7-23-S, R-35-E Stan F. Waliszek et ux,
Sec 3: Lots 1, 2, S/2 NE/4, 320.91 NM-10283-A 12.5% Gulf 011 Corporation Jane M, Waliszek Gulf 011 Corp.
SE/4 9-1-79 U.S.A. 100% 5% 100%
2 e Tl ‘ Union 011 Co.
Sec _w. N/2 NE/4 : NM-13427 12.5% Union 011 Co. of California of California
. i - - X 3 . . - 1A«
3 T1-23-S, R-35-E .
Sec 3: Lot 3, SE/4 Nw/a NM-14337 12.5% Mrs, Jack C. Fraser 3 Mrs., Jack C. Fraser
80.39 9-1-81 U.S.A. 100% None 100%
4 7-23-S, R-35-E .
Sec 10: S/2 NE/4, NW/4 NM-14501 12,.5% Superior Uil Company W, M, Smith Superior 011 Co.
SW/4, SE/4 SW/4 160.00 12-1-81 U.S.A, 100% 5% 100%
5 T-23-S, R-35-E NM-14802 12.5% BTA 011 Producers D, L. Simasko BTA 0i) Producers
80.00 2-1-82 U.S.A. 100% 20% of 4% 100% ,
- John M, Hawes
80% of 4%
6 T-23-S, R-35-E NM-15039 12.5% Gulf 011 Corporation Dorothy Lan le 1f 011 €
Sec 3: Lot 4, SH/% NW/4 80,34  3-1-82 US.A, oox Dorothy Langley  fuif Ot wore.
! I-23-S, R-35-F 12.5% Union 011 Co, of California J.C. Head Union 011 Co. of
NM-15456 Calif

Sec 10: W/2 SE/4
/2 S/ 80.00 4-1-82 U.S.A. 100% 54 100%
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~ EXHIBIT “B" - Page 2
-Sand Well Unit -

B . | A |
SW/4, NM-17604 12.5% Gulf 0i1 Corporation Cleo C. Ainsworth Guif Q11 Corp.
SW/4 SW/. 80.00 3-1-83 U.S.A. 100% . 5% , 100%
9 7-23S, R-35-F " . .
Sec 3: N/Z SW .
. NM-18856 12.5% Aztec 011 & Gas Co. Obie P. Leonard Aztec 0&G Co.
Sec 15: S/2 NE/4, S/2 NW/4 240,00 8-1-83 U.S.A. 100% 6.25% _ . 100%
10 7-23-S, R-35-E
Sec 4: Lots 2, 3, 4. NM-19208 12.5% Gulf 0i1 Corporation Beulah E. Grear- 4% Guif 0il1 Corp.
Sec 10: NW/4 280.96 10-1-83 U.S.A. 100% J. Paul Reynolds- %% 100%
11 T-23S, R-35-E : NM-19454 12.5% BTA 011 Producers Marshall R. Perkins BTA Producers
Sec 107 E/Z SE/4 80.00 11-1-83 U.S.A. 100% 5% 1008
12 -23-S, R-35-E Josephine McSweeney
Sec 15: SW/¥ SE/4, NM-22097 12.5% Exxon Corporation Henry R, Keller Exxon Corporation
SW/4 200,0¢ 9-1-84 U.S.A. 100% T. E. Tomlinson 100%
5% Undivided
TOTAL: 1922.60 Acres Federal Lands, 50.0297% of the Unit Area.
13 T-23-S, R-35-E B-1040 -1 12.5% Amerada Hess Corporation None 50.00%--Amerada Hess Corp.
Sec To: E/Z 3E/4 80.00  HBP State of N.M. 100% 31.14%--Bass Enterprises
Prod. Co. -
12.57%--Sun 011 Company
6.29%--Amoco Prod. Co.
14 T-23-5, R-35-E .
Sec 4: 5/2 L-347 12.5% Gulf 011 Corporation None Gulf 0il1 Corp.
Sec 9: NE/4 NE/4 360.00 10-17-77 State of N.M. 100% 100%
15 7-23-S, R-35-E L-439 12.5% Gulf 0i1 Corporation None Gulf 011 Corp.
Sec 16: W/Z2, W/2 SE/4 400.00 11-21-77 State of N.M. 100% | 100%
16 T~23-S, R-35-E ’ ‘
Sec 9: S/2 L-2497 12.5% Gulf 011 Corporation None H Gulf 011 Corp.
Sec 16: NE/4 ABC.00 2-18-79 State of N.M, 100% 100%

oA




EXHIBIT "B" - Page 3

Sand Well Unit

17 T-23-S, R-35-E
Sec 9: NW/%, W/2 NE/4 L-4888 12.5% Mesa Petroleum Co, None Mesa Petro.Cn.
SE/4 NE/4 280,00 9-15-80 State of N.M, 100% : 100%
18 7-23-5, R-35-E LG-3231 12.5% Gulf 0i1 Corp. Gulf. Qi1 Corp.
Sec &;: Lot 1, S/2 N/¢ 200,32 12-1-85 State of N.M, 100% None 100%
TOTAL: ™ 1800.32 Acres State Lands/46.8477% of the Unit Area.
19 T-23-S, R-35-E
Scc 15: E/2 SE/4 120.00 Gulf Fee 18.75% Gulf 0il1 Corp. None Gulf 0i1 Corp.
NW/4 SE/4 8-20-79 Hugh Ward - 5/48 92% 92%
Ophelia W, Ratliff - 5/48 Open: 8% Open:
Velma W. Kerr - 5/43 - 8%
Rose M. Fulfer - 4/48
8-29-79 Helen Linder - 5/192 ,
Ruby Dell Bulger -~ 5/192
Virginia McCarthy - 5/384
Cynthia Poulin - 5/384
Ethel Lee Klingman - 5/384
E. L. Bauer - 5/384
9-10-82 Mache Gordon Riley - 3/64
9-20-80 Betty Moran Rice - 31/512
#Mary Gertrude Moran Fagan - 31/512
#Phillip C. Hayes - 1/160 .
#L. A. Griffith - 1/640 \
9-12-82 Elizabeth Rittenhouse Lamb - 85% of 1/16
Georgia K. Clingenpeel - 5.93% of 1/128
Rex de Viaming - 6.35% of 1/128
# George Kerby - 19.06% of 1/128
#Guila Kerby - 5.93% of 1/128
9-23-80 Gertrude A, Webster - 15% of 1/16
#Fred K. Haskeli - 1/256
#Archy Elkins - 30.97% of 1/128
#Wm, C. C. Chambless - 19.06% of 1/128
9-29-82 Virginia Priddy - 6.35% of 1/128
# George W. de Vlaming - 6.35% of 1/128 20% Royalty
*See information continued *10-6-79 1st Natl Bank & Jessie Belvins
#0pen (not leased by Gulf) Crump Estate - 1/8
Fort Worth Natl Bank & J. C. Crump
. Estate - 1/8

* TOTAL FEE LANDS: 120,00 Acres, 3.1226% of Unit Area

A E—— .
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EXHIB!T "B" - Page 4
SAND WELL UNIT

FEDERAL LANDS
STATE LANDS
FEE LANDS

TOTAL

RECAPITULATION

1922.60 Acres
1800.32 Acres
120.00 Acres

3842.92 Acres

50.0297% of Unit Area
46.8477% of Unit Area
3,1226% of Unit Area

100.0000%




SUMMARY OF TOTAL ACREAGE COMMITTED AND UNCOMMITTED

Federal Acreage

acres -

A. 1922.60 50.0297% of Unit Area
Overriding Royalty
lessee of Record Working Interest Owners Owner
Committed - All AT 13 86.67%
Uncommitted - None None 2 13.33%
B. State Acreage 1800.32 acres - 46.8477% of Unit Area
0verridfng Royaity
Lessee of Record Working Interest Owners Owner
Committed - 2 of 3 4 of 6 None
Uncommitted - 1 2% "
*These twWwo parties are being carried by
othe: Working Interest Owners.
C. Fee Acreage 120 acres - 3.1226% of Unit Area
Lessee of Record Working Interest QOwners Royalty Interest Owner
Committed - 92% 92% 17.14%
Uncommitted - 8% Open 8% Open 82.86%
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EXHIBIT NO. 3
- SAND WELL UNIT
Lea County, New Mexico

Gulf 0i1 Corporation - Southwest Diy.

Midland, Texas
November 16, 1977
CASE NO. 6082
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¢. Ratification of Unit Agreement
d. NI

3.

6,

SAND WELL UNIT
Page 2

B ¥

8

% of Unit_Area

4.
Serial No. and
Expiration Date

5,
Basic Royalty
and Percentage

Cessee of Record
and Percentage

-
Overriding Royalty
and Percentage

szrﬂsm.ﬂzﬂmﬂmma

and Percentage

Tract No. Description Acres
1 T-23-S, R-35-E 8
Sec 3: Lots 1, &, S/2 NE/4, ummwmm
SE/4
2 7-23-5, R-35-E
Sec 3: S/2 SW/4
Sec 15: N/2 NE/4 6.2453%
N/2 NW/4 240,00
3 T-23-S, R-35-E
Sec 3: Lot 3, SE/4 NW/4 2.0919%
80.39
4 T-23-%, R-35-.E
Sec TU: S/Z2 NE/4, NW/4 4.1635%
SW/4, SE/4 SW/4 160.00
5 T-23-S, R-35-F 2.0818%
Sec 10: N/2 NE/4 80.00
6 7-23-5, R-35-E 2.0906%
Sec 3: Lot 4, SW/4 NW/4 80.34
7 T-23-S, R-35-E
2.0818%

Sec 10: W/2 SE/4

£ SR g 8 R

et i AN

80.00

NM-10283-A
9-1-79

NM-13427
4-1-81

NM-14337
9-1-31

NM-14501
12-1-81

NM-14802
2-1-82

NM-15039
3-1-82

NM-15456
4-1-82

12.5%
U.S.A.

12.5%
U.S.A.

12.5%
U.S.A,

12.5%
U.S.A,

12.5%
U.S.A,

Gulf Qi1 Corporation

100¢ Committed

Union 011 Co. of nmd¢*oszdw

100% Committed

Mrs. Jack C, Fraser
100% Committed

Superior 011 Company
1003 Committed

BTA 0i1 Producers
100% Committed

Gulf 011 Corporation
100% Committed

Stan F. Waliszek et ux,

Jane M. Waliszek
54 Committed

William B. Kidd- 5%
Committed

None

W. M. Smith
5% Committed

D. L. 5Simasko
20% of 4% Committed
John M, Hawes
80% of 4% Committed

oosoﬂ:\rmzdm
5% noar*ﬂﬁmm y

Union 0i1 Co, of California J.C. Head

100¢ Committed

e i L A A e oo A Rt T

59 Committed

Gulf 011 Corp.
.oou Committed

Union 011 Co.
of California
100%

Committed

Mrs. Jack C. Fraser
100% Comnmitted -

Superior Qil Co.
100% Committed

BTA 011 Producers
100% Committed

Gulf odd orp.
100% noggmaﬂwa

Union 011 Co. of

wwww*noaa*ﬂnma
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SAND WELL UNI

Page 3
1. 2. 3. 4, 5, 6. 7. 8,
) 1-23-5, R=35-F a
Sec 10: SW/4, 2.0818% NM-17604 12.5% Gulf 011 Corporation Cleo C. Ainsworth Gulf 011 Corp.
SW/4 SW/4 80.00 3-1-83 U.S.A. 1C0% Committed 5% Uncommitted 100% Committed
9 T-23S, R-35-E .
sec 3 =ww~mumwa $/2 N/ 8:2053%  Nm-18856 12.5% Aztec 011 & Gas Co.  Obfe P, Leonard  Aztec 0AG Co.
’ ’ ) 8-1-83 U.S.A. 100% Committed 6.25% Committed 100% Committed
10 T-23-S, R-35-E {
Sec ¥: Lofs 2, 3, 4. 7.3111% NM-19208 12.5% Gulf 011 Corporation Beulah E. Grear- 4%% Gulf 0f1 Corp. «
Sec 10: NW/4 280.96 10-1-83 U.S.A. 100% Committed . Paul Reynolds- 3s% 100% Committed
oth Committed
11 7-235, R-35-E 2.0818% NM-19454 12.5% BTA 011 Producers Marshall R. Perkins BTA Producers
Sec 10 E/Z Sk/4 80.00 11-1-83 U.S.A. 100% Committed 5% Committed 100% Committed
12 T-23-5, R-35-E ) Josephine McSweeney* _
Sec 15: SW/Z SE/4, 5.2044% N\M-22097 12.5% Exxon Corporation Henry R. Keller* Exxon Corporation ;
SW/4 200,00 9-1-84 U.S.A. 100% Committed T. E. Tomlinscn 100% Committed W
5% Undivided **
. *Committed
TOTAL: 1922.60 Acres Federal Lands, 50.0297% of the Unit Area. **ncommi tted
13 T-23-S, R-35-E 2.0818% B-1040 -1 12.5% Amerada Hess Corporation None 50.00%--Amerada Hess Corp¥*
Sec 15: E/Z Si/4 80.00 HBP State of N.M. 100% Uncommitted 31.14%--Bass m:mmquﬁmmm
Prod. Co~
12.57%--Sun 0i1 Company*
6.29%--Amoco Prod. Co.*
14 T-23-S, R-35-E
Sec 4: 5/2 9.3679% L-347 12.5% Gulf 011 Corporation None Gulf 0i1 Corp.
Sec 9: NE/4 Ni:/4 360.00 10-17-77 State of N.M. 100% Committed 100% Committed
15 T-23-S, R-35-E 10.40860% L-439 12.5% Gulf 011 Corporation None Gulf 011 Corp.
Sec 16: W/2, W/2 SE/4 400.00 11-21-77 State of N.M. 100% Committed 100% Committed
16 7-23-S, R-35-E ; ,
Sec 9: 572 12.4905% L-2497 12.5% Gulf 011 Corporation None Gulf 011 Corp.

Sec 16: NE/4 380.0¢ 2-18-79

State of N.M,

L Nt

100% Committed

1002 Committed

o adna s UL SN e




SAND WELL UNIT

age 4
1. 2, 3. 4, 5. 6. Fag 7. 8,
17 7-23-5, R=-35-E 1
Sec 9: NW/%, W/2 NE/4 7.2881% L-4888 12.5% Mesa Petroleum Co, None Mesa Petro.Co,
SE/4 NE/4 280.00 9-15-80 State of N.M, 100% commaitited 100% committed
18 T-23-S, R-35-E 5.2127% LG-323] 12.5% Gulf 011 Corp. : Gulf 011 Corp.
Sec 4: Lot T, $/2 N/2 200,32 12-1-85 State of N.M, 1003 conmitted None 100% tted
TOTAL: 1800.32 Acres state Lands/456.8477% of the Unit Area. _
19 T-23-S, R-359-E 3.1226% .
Sec 15: E/Z SE/4 120,00 Gulf Fee 18,75% Gulf 011 Corp. None Gult 011 Corp,
NW/4 SE/4 8~20-79 Hugh Ward - 5/48uncommitted 92% committed 924 committed
Ophelia W. Ratliff - 5/48 uncommitted Open: 8% uncomitted Open:
Velma W. Kerr - 5/48 unconmitted 8% uncommitted
Rose M. Fulfer - 4/48 uncommitted
8-29-79 Helen ).inder - 5/192 uncommitted
Ruby Dell Bulger -~ 5/192 uncommitted
Virginia McCarthy - 5/384uncomitted
Cynthia Poulin - 5/384 uncommitted
Ethel Lee Klingman - 5/384 uncomitted
E. L. Bauer - 5/384 uncommitted
9-10-82 Mache Gordon Riley - 3/64 cammitted
9-20-80 Betty Moran Rice - 317512 committed
#Mary Gertrude Moran Fagan - 31/]2 uncommitted
¥Phillip C. Hayes - 1/160 uncommltted
#L. A, Griffith - 1/640 uncommitted
9-12-82 Elizabeth Rittenhouse Lamb - 85% of 1716 committed
Georgia K. Clingenpeel - 5.93% of 11028 comuitted
Rex de Vlaming - 6.35% of 1/]2g comhitted .
#George Kerby - 19,06% of 1/128 unoommitted
#Guila Kerby -~ 5,93% of 17123  uncommitted
9-23-80  Gertrude A. Webster - 15% of 1/16 committed
#Fred K, Haskell - 17256 uncombitied
# Archy Elkins - 30.97% of 1/128 wncammitted :
#Wm, C. C. Chambless - 19.06% of 1/128 uncammitted
9.29..82 Virginia Priddy - 6.35% of 1/128 committed

*See information continued

# George W, de Vlaming - 6.35% of 1/128 uncomitted
*10-6-79

#0pen (not leased by Gulf)

2

20% Reyalty

Ist Natl dank & Jessie Belvins uncommitted
. Crump Estate - 1/8
Fort Worth Natl Bank & J. C. Crump uncomnitted

Estate - 1/8

uncamitt~d

TOTAL .FEE LANDS: 120,00 Acres, 3.1226% of Unit Area

el AdRt i
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EXHIBIT NO. 2

SAND WELL UNIT

Lea County, New Mexico

Guif 011 Corporation
Southwest Division
Midland, Texas '
November 16, 1977
CASE NO. 6082

PAGE
........................ '
UNIT AREA-=-ccmammmmmmmmm—=—acmmomemcccmococaaoae 2
UNITIZED LAND AND UNITIZED SUBSTANCES-------=-os-o-- 6
UNIT OPERATOR- == =cmmmmmm = mommomooeociomeooeea 6
RESIGNATION OR REMOVAL OF UNIT OPERATOR--=-----~---- s
SUCCESSOR UNIT OPERATOR---=--smmmvmmmomocmmommmmmme 8
ACCOUNTING PROVISIONS AND UNIT OPERATING
AGREEMENT~-------- Ol 9
RIGHTS AND OBLIGATIONS OF UNIT OPERATOR-----=s-n=n-- 10
DRILLING TO DISCOVERY--nn-mmmommmmommocmeomecmameee 10
PLAN OF FURTHER DEVELOPMENT AND OPERATION---=------- "
PARTICIPATION AFTER DISCOVERY--cacocooomoaaaaooooooe 13
ALLOCATION OF PRODUCTION---~=--mcecmmomcomcaeamane- - 15
DEVELOPMENT OR OPERATION OF NON-PARTICIPATING
LAND OR FORMATIONS= - -c=o-mmmmomcmmmmememmmm e mm 17
ROYALTY SETTLEMENT--comomoomcmenocoe- S 18 .
RENTAL SETTLEMENT---co-oco-n- B 19 ;
CONSERVATION-- - == === === mmmm e momemmem e i 20 ‘
DRATNAGE= == === m == === - = - == mmmmmmm e mm e mn 20
LEASES AND CONTRACTS CONFORMED AND EXTENDED--------- 20 J
COVENANTS RUN WITH LAND------- . 24 |
EFFECTIVE DATE AND TERM-- oo 25
RATE OF PROSPECTING, GEVELOPMENT AND PRODUCTION----- 26
CONFLICT OF SUPERVISION----=--cm-w- e 27
APPEARANCES - =~ = == == = === == =< e oo mmm e e e e e e m e e 27
NOTECES == m— === == == m e e e o b oo 28
NO WAIVER OF CERTAIN RIGHTS--ccomomocoomoomammcomas 28
UNAVOIDABLE DELAY- - oo oo 28
NONDZSCRIMINATION----~cem e m e e eeeeee Lo c9
LOSS OF TITLE-=mmmmm oo e o e m oo e e 29
NON-JOINDER AND SUBSEQUENT JOINDER--v-covcoacocoao-- 30
30 COUNTERPART S = -~ = - o == o= __. 31
3 BUREAU OF LAND MANAGEMENT SPECIAL STIPULATIONS ----- 31
;-.,;;_." L




N O S W N -

)

29

30

UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION

SANDKELL -
UNIT AREA

COUNTY OF LEA
STATE OF NEW MEXICO

arn -
ny .

THIS AGREEMENT entered into as of the 22nd day of September
19 7] by and between the parties subscribing, ratifying or con-
senting heret&, and herein referred to as the "parties hereto”.

WITNESSETH: '

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

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41
Stat. 437, as amended, 30 U.S.C. Secs. 181 et seq., authorizes
Federal lessees and their representatives to unite with each other,

or jointly or separately with others, in collectively adopting

T I T T L

and operating a Cooperative or unit plan of development or opera-
tion of any oil or gas pool, field, or like area, or any part
thereof for the purpoée of more properly fonserving the natural
resources thereof whenever determined and certified by the Secretary

of the Interior to be necessary or advisable in the public interest;

and _
WHEREAS. the Commissioner of Public Lands of the State of New

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

N.M. Statutes 1953 Annotated) to consent to or approve this agree-~

ment on behalf of the State of New'Mexico, ipsofar as it covers

£ an

”~
-y e

and inciudes Vands an

Mexico; and
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WHEREAS, the 011 Conservation Commission of the State of
New Mexico is authorized by an Act of the Legislature (Article 3,
Chapter 65, Yol. 9, Part 2. 1953 Statutes) to approve this agree-
ment and the conservation provistons hereof; and

WHEREAS, the parties hereto hold suffictient interests in the

SANDWELL Unit Area covering the jand

hereinafter described to give reasonably effective control of opera-
tinns therein: and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste, and secure other benefits obtain-
abie through development and cperation of the area subject to this
agreement under the terms, conditions and limitations herein set
forth; '

{OW THEREFORE, in cens!derét!en of the premises and the pro-
mises herein contained, the barties hereto commit to this agreement
their respective 1nterests in the below-defined unit area, and |
agree severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Minerai Leasing Act
of February 25, 1920, as amended, supra, and ail valid pertinent
raqulations, including operating and unit plan regulations, hereto-
fore issued thereunder or valid, pertinent and reasonable regula-
tions hereafter 1ssuéd thereunder are accepted and made s part of

this agreement as to Federal lands, provided such regulations are

- not inconsistent with thg.terns of this agreement; and as to none .

Federal lands, the o011 and gas operating regulations in effect as

of theféffectivehdate herédf~govgfn1hg dfiI]ing and producihg '

preﬁations; not 1ncohsi§ﬁent with the terms hereof or the laws =

of the State of which the non-Faderal land ic Togated, are harehy

accepted and made a part of this agreement,

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

N T
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marked Exhibit "A" is hereby designated and recognized as
constituting the unit area, containing _3842 92 acres, more or
less.

Exhibit "A" shows, in addition to the boundary of the unit
area, the boundaries and identity of tracts and leases in said
area to the extent knoﬁn to the Unit Operator. Exhibit *8°%
attached hereto {s a schedule showing to the axtent known to
the Unit Operator the acreage, percentage, and kind of ownership
of o1l and gas fnterests in all land in the unit area. However,
nothing herefn 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 cr schedule as owned by such party. Exhibits "A" and
"B" shall be revised by the Unit Operator whenever chanaes in
the unit area render such revision necessary, or whern requested
by the 011 and Gas Supervisor, hereinafter referred to as "Super-
visor,"” or when requested by the Commissioner of Public Lands of

the State of New Mexico, hereinafter referred to as "Commissioner," ;
and not less than five copies of the revised exhibits shall be '

filed with the Supervisor, and two copies thereof shall be»fil.d'
with the Commissioner, and one copy with the New Mexico 011 Cou-

servation Commission, hereinafter referred to as "Connission.'_

The above-described unit area shall when prpcticnble be
expanded to include therein any -additional lands or shall be
contracted to exclude lands whenever such expansion or contrlctlon.
is deemed to be necessary or advisable to conform with the purpos~s _
of this agreement. Such expansion or contraction shall be effoctcd_"v
in the fcllowing manner: '
(a) Unit Operator, on iis own motion or on demand of the

Director of the Geological Survey, hereinafter referred to as.
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(1]

"Director,” or on demand of the Commissioner, after preiiminary
concurrence by the Director and the Commissioner, shall prepare

& notice of proposed expansion or contraction describing the
contemplated changes in the houndaries of the unit area, the
reasons therefor, and the proposed effective date thereof, pre-
ferabiy 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
tast known address of each working interest owner, lessee, and
lessor whose interests are affected, advising that 30 days will
ve allowed for submission to the Unit Operator of any objections.

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

(d) After due consideration.of alil pertinent information,
the expansion or contraction shall, upon approval by the Super-
visor, the Commissioner and the Commission, become effective &s
of the date prescribed in the notice thereof. ‘

(e) All legal subdivisiont of lands (i.e., 40 acres by Govorn;
ment survey or §ts nearest lot or tract equivalent; in instances
of irregular surveys unusually large lots or tracts shall be con-
sidered in multiples of 40 acres or the nearest aliquot eduivalcnt
thereof), no parts of which are entitled to be in a participating
area oh or before the fifth anniversary of the effective date of
the first initial participating area established under this unitv

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

on said fifth anniversary, in which event all such lands

.99 2 & [ ~
hall : ect heveto so long as such drilldn

[ S5
«®d

= ik
n Suwv

w

réma

[14]
.

are continued diligently with not more than 90 days' time
elapsing between the completion of one well and the commence-
ment of the next well., A1l legal subdivisions of lands not
entitled to be in a participating area within 10 yesrs after
the effective date of the first initial participating area
approved under this agreement shall be automatically elimi-
nated from this agreement as of said tenth anniversary. Al
lands prerd productive by diligeat drilling operations after
the aforesaid 5-year period shall become participating in

the same manner as during said 5-year period. However, when
such diligent drilling operations cease, all nonparticipating
lands shall be automatically eiiminated effective as of the

91st day thercafter. The Unit Operator shall, within 90
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days after the effective date of any
describe the area so eliminated to the satisfaction of the
Supervisor and the Commissioner, and promptly notify all
parties in interest.

If conditions warrant extension of the 10-year period
specified in this subéeﬁtion 2(e), a single extension of not
to exceed 2 years may be accomnlished by consent of the owners
of 90% of the working interests in the current: ponpartici-
pating unitized lands and the owners of 60% of the basic
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with approval of the Directar ind Commissioner, provided
such extension application is submitted to the Director and
Commissioner not later than 60 days prior to the expiration
of said ten-year period.

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

3. UNITIZED LAND AND UNITIZED SUBSTANCES. A1l land
committed to this agreement shall constitute land referred to
herein as "unitized land" or "land subject to this agreement."
A11 o1l and gas in any and all formations of the unitized land
are unitized under the terms of this agreement and hereifn are
called "unitized substances."

4. UNIT OPERATOR. GULF OIL CORPORATION 1s hereby

designated as Unit Operator and by sfgnature hereto as Unit
Operator agrees and consents to accept the dutfes 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 Onaratar

acting in that'capacity and not as an owner of interest in unitized
substances, and the term "working interest owner" when used herein
shall include or refer to-Unit Operator as the owner of a working
interest when such an interest is owned by it.

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

Operator's rights as such for a period of 6 months after notice of
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intentisn to rasign has been served by Unit Operator on al}
working interest owners and the Supervisor, the Commissioner.

and the Commission, and until all wells then drilled hereunder are
placed in a satisfactory conditon for suspension or abandonment
whichever is requived by the Supervisor as to Federal lands and

by tihie Commission as to State and privately owned lands, unliess

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

Unit Operator shall have the right to resign in 1ike manner
and subject to tike Timitations as above provided at any time a
participating area established hereitnder is in existence, but,
fn 31l dinstances of resignation o removal, until a successor
Unit Operator is selected and approved as hereinafter provided,
the working interest owners shall be jointly responsible for
performance of the duties of Unit Operator, and shall, not later
than 30 days befdre such resignation or removal becomes effective,
appoint 2 common agent to represent them in any action to be taken
hereunder,

The resigration of Unit Operator shall not release Unit
Operator from any liability for any default by it hereunder
occurring prior to the effective date of 1ts resignation.

The Unit 9perator may, upoh default or failure {n the per-
fermance of its duties or obligations hereunder, be subject to
r:moval by the same percentage vote of the owners of working
iriterests as nerein provided for the selection of a new Unit
Op=zrator. Such removal shall he effective upon notice thereof

> the Supervisor and the Commissioner.

The resignation or removal uf Unit Operator under this agree- _‘

meni shkall not terminate its right, title or interest as the owner

T o . et i A S o 0
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of a working interest or other fnterest in unitized substances,
but upon the resignation or removal of Unit Operator becoming
effective, such Unit Operator shall deliver possession of all
wells, equipment, materials and appurtenances used in conducting
the unit operations to the new duly qualified successor Unit
Operator or to the comuon asgent, if no such new Unit Operator

is elected, to be used for the purpose of conducting unit opera-
tions hereunder. Nothing herein shall be construed as authorizing
vremov2i of any materfal, equipment and appurtenances needed for
the preservation of any wells,

6. SYCCESSOR UNIT OPERATOR. Whenever the Untt Operator
shall tender his or 1ts resignation as Unit Operator or shall be
removed as hereinabove provided, or a change of Unit Operator is
negotiated by working interest owners, the owners of the working
interests in the participating area or areas according to their
respective acreage interests in such participating area or areas,
or, until a participating area shall have been estabiished, th‘
owners of the udrking interests according to their respeciive
acreage interests. in all unitized land, shall by majority vote
select a successor Unit Operator: Provided, That, §f a majority
but less than 75 per cent of the working interests qualified to
vote are owned by one party to this agreement, a cﬁncurring vote
of one or more additional working interest owners shall be required
to select a new operator. Such selection shall nct become effective
until

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

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

1f no successor Unit Operator is selected and qualified as

— -
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herein provided, the Director and Commissioner at their election

may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. 1If
the Unit Operator is not the sole owner of working interest, costs
and expenses incurred by Unit Operator in conducting unit opera-
tions hereunder shall be paid and apportioned among and borne by
the owners of working interests, all in accordance with the agree-
ment or agreements entered into by and between the Unit Operator
and the owners of working interests, whether one or more, sepa-
rately or collectively. Any agreement or agreements entered into
between the working interest owners and the Unit Operator as pro-
vided fn this section, whether one or more, are herein referred to
as the "unit operating agreement." Such unit operating agree-
ment shall also provide the manner in which the working interest
owners shall be entitled to receive their respective propcerticnate
and allocated share of the benefits accruing hereto in conformity
with their underiying operating agreements, leases or other
independent contracts, and such other rights and obligations as
between Unit Operator and the working interest owners as may be

agreed upon by Unit Operator and the working interest owners; how-

ever, no such unit operating agreement shall be deemed either to
modify any of the terms and conditions of this unit agreement or
to relieve the Unit Operator of any right or obligation established
under this unit agreement, and in case of any inconsistency or '
conflict between this unit agreement and the unit operating agree-
mant, this unit agreement shall govern. Three true coplies of any
unit operating agreement executed pursuant to this section should
be filed with the Supervisor and two true copies with the Commis-
sioner and one true copy with the Commission, prior to approval of

this unit agreement.
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8. RIGHTS AND OBLIGATIONS OF UNIT OPHRATOR. Except as
otherﬁise 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, 21incating and distributing the unitized
substances are hereby delirgated to and shall be exercised by the
Unit Operator as herein provided. Acceptable evidence of title
to said rights shail be deposifed with said Unit Operatcr and,
tngether with this agreement, shall constitute and define the rights,

~privileges, and obligations of Unit Operator. Nothing herein,

however, shall be construed to transfer title to any land or to

any lease or operating agreement, it being understood that under
this agreement the Unit Operator, in its capacity as Unit Operator,
shall exercise the rights of possession and use vested in the
parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within six (6) months after the
effective date hereof, the Unit Operator shall begin to drill an
adequate test well at a location approved by the Supervisor, 1f on
Federal land,or by the Commissioner i1f on State Land, or by the Com-
missfon if on fee land, unless on such effective date 3 well is betng
drilled conformably with the terms hereof, and thereafter continue

such drilling diligently until all formations of Pennsylvania age have

been tested or until at a lesser depth unitized substancas shall be
diccovered which can be produced in paying quantities (to wit: quarti-
ties sufficient to repay the costs of drilling, completing, and
producing eperations, with a reasonable profit) or the Unit Operater
shall at any time establish to the satisfagtion of the Supervisor

if located on Federal lands, or the Commissioner i1f located on

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

drilling of said weii would be unwarranted or impracticable, provided

10
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L however, that Unit Operator shall not in any event be required

2 to drili said well to a depth in excess of 15,600 feet. Until the

3 discovery of a deposit of unitized substances capable of being

4 produced in paying quantities, the Unit Operator shall continue

5 drilling one well at a time, allowing not more than 6 months be-

£ tueen the comnletion of one well and the beainning of tha next

7 well, until a well capable of producing unitizeg substances 1in

8 paying quantities is compieted to the satisfaction of said Super-

9 visor {f on Federal Tand, or the Commissioner if on State land, _

10 or the Commission if on fee land, or until 1t is reasonably proved

1 that the unitized land is incapable of producing unitized substances

12 in paying quantities in the formations drilled hereuncer. HNothing

13 in this section shall be deemed to 1imit the right of the Unit

14 Operator to resign as provided in Sectfon 5 herecf, or as requiring

15 linit Operator to commence or continue any drilling during the perfod

16 pending such resignation becoming effective in order to comply with -
17 ~ the requirements of this section. The Supervisor and Commissioner :
18 may modify the drilling requiremen?s of \his section by granting E
19 reasonable extensions of time wheﬁ; in their opinton, suéh action é
20 is warranted. Upon failure to commence any well provided for in | é

21 this section within the time allowed, including any extension of '

22 time granted by the Supervisor and the Commissioner, this agreement

23 will automatically terminate; upon failure to continue drilling

24 diligently an; well commenced hereunder, thg Supervisor and Com-

25 missioner may, after 15 days notice to tne Unit Operator, declare

26 this unit agreement terminated. | '
27 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6

28 months after completion of a well capable of producing unitized
'29 s"‘stan:es in paying quantities, the Unit Operator shall subait

30 for the approvail o? the Supervisor and the Commissioner an

11




1 acceptable plan of development and operation for the unitized
2 land which, when approved by the Supervisor and the Commissioner,
3 shall constitute the further drilling and operating obliigations
4 of the Unit Operator under this agreement for the period specified
5 therefn., Thereafter, from time to time before the expiration of
£ gny existing nlan. the Unit Operator shall submit for the aporoval
7 of the Supervisor and the Commissioner a plan for an additional
; 8 specifiad peri’od for the development and operation of the !un‘ltized
;9 land.
10 Any plan submitted pursuant to this chtion shall provide for
i 11 the exploration of the unitized area and for the diligent drilling
12 necessary ‘or determination of the area or areas thereof capable
13 of producing unitized substances in paying quahtities in each and
14 every productive formation and shall be as complete and adequate :
15 as the Supervisor, the Commissioner and Commission may determine g
16 to be necessary for timely develbpment and proper conservation of ;
17 the o0i1 and gas resources of the unitized area and shall: f
18 (a) specify the number and Tocations of any wells é
19 to be drilled and the proposed order and time for g
20 such drilling; and . :
21 (b) to the extent practicable, specify the operating
22 practices regarded as necessary and advisable for
23 proper conservatipn of natural resources.
24 Separate plans may be submitted for separate productive zones,
5 25 subjec* to the approval of the Supervisor, the Commissioner and
; 26 the Commission.
{ 27 ‘ Plans shail be modified or supplemented when necessary to
28 meet changed conditions or to protect the interests of all parties
4 ¢ %his agreement, Reasonable diligence shall be exercised in
30 complying with the obligations of the approved plan of development,

12
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The Supervisor and Commissioner are authorized to grant a reason-
adle extension of the 6-month pericd herein prescribed for sub-
mission of an initial plan of development where such action is
Justified because of unusual conditions or circumstances. After
completion hereunder of a well capable of producing any unitized
substances in paying quantities, no further wells, except such as
may be necessary to afford protection against operations not under
this agreement and such as may be specifically approved by the
Supervisor and the Commissioner, shall be drilled except in
accordance with a plan of develiopment approved as herein provided.
11. PARTICIPATION AFTER DISCOVERY. Upon completion of a
well capable of producing unitized substances in paying quantities
or as scon thereafter as required by the Supervisor and Commissioner,
the Unit Operator shall submit for approvai by the Supervisor and
Commissioner a schedule, based on subdivisions of the public land
survey or aliquot parts thereof, of all land then regarded as
reasonably proved to be productive in paying quantities; all lands
in §|1d schedule on approval of the'Supervisor and Comﬁissioncr
to constitute a participating area, effective as of the date of
caompletion of such well or the effective date of this unit agree-
ment, whichever is later. The acreages of both Federal and non-
federal lands shall be based upon appropriate computations froa |
the courses and distances shown on the last approved public land .k
survey as of the effective date of each initfal participating_aéel.
Said schedule shall also set forth the percentage of unitized sub-

stances to be allocated as herein provided to each tract in thc

participating area so established, and shall goyern the allocation

of preduction coﬁpenc!ng with the effective date of the participutingT
area. A separate participating area shall be established for each

separate poel or deposit of unitized substances or for any group

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

two or more participating areas so established may be combined
into one, on approval of the Supervisor and Commissioner. When
production from two or more participating areas, so established,
is subsequently found to be from a common pool or deposit said
participating areas shall be combined into one effective as of
such appropriate date as may be approved or prescribed by the
Supervisor and Commissioner. The participating area or areas
so established shall be revised from time to time, subject to
11ke approval, to include additional land then regarded as
reasonably proved to be productive in paying quantitfes or
necessary for unit operations, or to exclude land then regarded
as reasonably proved not to be productive in paying quantities'
and the schedule of allocation percentages shall be revised
accordingly. The effective date of any revisions shall be tﬁe '
first day of the month in which is obtained the knowledge or
information on which such revision is predicated, provided,
however, that a more appropriate effective date may be used {f
justified by the Unit Operator and approved by the Supervisor
and Commissioner. No land shall be excluded from a particinatina
area on account of depletion of the unitized substances, except
tﬁat any participating area establisked under the provisions of
this unit agreement shall terminate automatically whenever all
completions in the formation on which the participating area is
based are abandoned.

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

strued as requiring any retroactive adjustment for production

14
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obtained prior to the effective date of the revision of the
partictpating area.

In the absence of agreement at any time betwean the Unit
Operator and the Supervisor and Commissioner as to the proper
definition or redefinition of a participating area, or until a
participating area has, or areas have, been established as pro-
vided herein, the portion of all payments affected thereby shall
be impounded in a manner mutually acceptable to the owners of
working interests and the Supervisor and Commissioner. Royalties
due the United States and the State of New Mexico, which shall
be determined by the Supervisor for Federzl land and the Con;
missioner for State land and the amount thereof shall be deposited,
as directed by the Supervisor and Commissioner respectively, to
be held as unearned money until a participating area is finally
approved and then applied as earned or returned in accordance
with a determination of the sum due as Federal and State royalty
on the basis of such approved participating area.

Whenever it is deterﬁined, subject to the approval of the
Supervisor as to wells drilled on Federal land and cf the Com-
missioner as to wells drilled on State land, that a well drilled
under this agreement is not capable of production in paying quanti-
ties and inclusion of the land on which it is situated in a parti-'

cipating area is unwarranted, production from such well shall, for

the purposes of settlement among all parties other than'working

interest owners, be allocated to the land on which the well is

located unless such land is already within the participating.jr.a_

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-agreoltnt.
12. ALLOCATiON OF PRODUCTION. A1l unitized substances

15
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produced from each participating area established under this
agreement, except any part thereof used in conformity with good
operating practices within the unitized area for drilling,
operating, camp and other production or development purposes,

for repressuring Or recycling in accordance with a plan of
development approved by the Supervisor and Commissioner, or
unavoidably lost, shall be deemed to be produced equally on an
acreage basis from the several tracts of unitized land of the
participating area established for such production and, for tﬁe
purpose of determining any benefits accruing under this agreement,
each such tract of unitized 1and shall have allocated to it such
percentage of said production as the number of acres of such tract
included 1n said participating area bears to the total acres of
unitized land in said participating area, except that allocatfon
of pfoduction hereunder for purposes other than for settlemeﬁt

of the royalty, overriding royalty, or payment out of production 
obligations of the respective working interest owners, shall be -
on the basis prescribed in the unit operating agreement whether

in conformity with the basis of a116catidn herein set forth or
otherwise. It is hereby agreed that production 6f unitized sub-
stances from a participating area shail be allocated as provided
herein regardless of whether any wells are drilled 6n any particular
part or tract of safd participating area, If any gas produced
from one partiéipating arga s used for repressuring or recyclfng
purposes 1n another participating area,'the first gas uithdrann-
from such last mentioned participatina area for sale during the
1ife of this agreement shall be conisdered to be the gas so trans-
ferred until an amount equal to that transferred shall be so pro-
duced for sale and such gas shall be allocated to the participating

area from which initially produced as such area was last defined

16
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at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAKD OR
FORMATIONS. Any party hereto owning or controlling the working
fnterest in any unitized land having thereon a regular well loca-
tion may with the approval of the Supervisor as to Federal land,

[ ol
3

proeew | 2
LOmme .

o
[ 1]

ner

]
n
<)

s to State land and the Commigssion as to pri-
vately owned land, at such party's sole risk, cost and expense,
drill a well to test any formation for which a participating area
has not been established or to test any formatipn 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 commerces to drill such a well in like
manner as other wells are drflled 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 sftulttd
may properly be included in a participating aréa, such participltihg
aresz shall be established or erlarged as provided in this agreement

a ... a - a _ _ - Chmew b
and %he weil shall fter be opera ted b

& Spevrase the Unis Onavataor 4

iherea he Unit Dnevator tn
accordance with the terms of this agreement and the unit operating
agreement.

If any well drilled as aforesaid by a working interest owner.
obtaftns production in quantities insufficient to Justify the in-
clusion of the Tand upon which such well is sityated in a partici-
pating area, such well may be operated and produced by the party
drilling the same subject to the conservation requirements of
this agreement. The royalties in amount or vifue of production

from any such well shall bte paid as specified in the underiyinea

lease and agreeménts affected.

17
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14. ROYALTY SETTLEMENT. The United States and any State
and any royalty owner who is entitled to take in kind a share
of the substances how unitized hereunder shall hereafter be
entitled to the right to take in kind its share of the unitized
substances, and the Unit Operator, or the working interest owner
in case of the operationh of a well by a working interest owner as
herein provided for 1n special cases, shall make deliveries of
such royalty share taken in kind in cohfornity with the applicable
contracts, laws and regulations. Settlement for royalty interest
not takern in kind shall be made by working tnterest owners respon-
sible therefor under existing contracts, laws and regulattons, or
by the Unit Operator, on or before the last day of each month for
unitized substances produced during the preceding calendar nonth;_
provided, however, that nothing herein contained shall operate to
relieve the lessees of any land from their respective lease obli-
gations for the payment of any royalties due under their leases,

If gas obtained from lands not subject to this agreement {s

introduced into any participating area hereunder, for use tn re-
pressuring, stimulation of production, or increasing ultimate
recoyery, in conformity with a plan of operations approved by the
Supervisor, the Commissioner, and Commission, a 1ike amount of gas,
after settlement as herein provided for any gas transferred from
any other participating area and with appropriate deduction for
loss from any cause, may be withdrawn from the formatfon in which
thé gas is introduced, roya1ty free as to dry gas; but not as to
any products which may be egtracted therefrom; .. -vided thﬁt iuch
withdrawal shall be at such time as riy be prayjded tn the approved
plan of operatfons or as may .therwise be consented to by the
Supervisor, the Commissioner and Commission as conforming to good

petraoleunm eng!heering practice; and provided furthei.‘that such

18
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visions which would terminate such lease unless drilling opafltions

right of withdrawa) shall terminate on the termination of this
unit agreement. .

Royalty due the United States shall be computed as provided
in the operating regulations and paid in value or delivered in

kind as to all unitized substances on the basis of the amounts

. thereof allocated to unitized Federal land as provided herein at

the rate specified in the respective Federal leases, or at such
Tower rate or rates as may be authorized by law or reguiation;
provided, that for leases on which the royalty rate depends on
the daily average production per well, safd 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 &.d
paid on the basis of all unitized substances allocated to such
lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on
leases committed hereto shall be paid by working interest owners

responsible therefor under existing contracts, laws and regula-

'tions, provided that nothing herein contained shall operate %o
"relieve the lessees of any land from their respective lease obli-
'gations for the payment of any rental or minimum royalty due under
| their»leases. Rental or minimum royalty for lands of the Un{ited

States subject to this agreement shall be paid at the rate specified

in the respective leases from the United States uniess such fental

_ 6r minimum royalty is waived, suspended or reduced by law or by

approval of the Secretary or his duly authorized repreasentative,

- wriws H I

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

ment shall be paid at the rates specified in the respective leases,

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

19
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are commenced upon the land covered thereby within the time
therein specified or rentals are paid for the privilege of
deferring such drilling operations, the rentals required thereby
shall, notwithstanding any other provisions of this agreement,

be deemed to accrue and become payable during the term thereof

unddl é¢ha
LI I - -
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as extended by thic agreement and eqt

operations a2re commenced upon the.Iand covered thereby or until
some portion of such land is included with 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 ltaws or regulttions;
17. DRAINAGE. The Unit Operator shall take such wmeasures
as the Supervisor and Commissioner deem appropriate and adéquata
to prevent drainage of unitized substances from unitized land by
wells on land not subject to this agreement. o
18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The termﬁ.
conditions and provisions of all leases, subleases and other con-

tracts relating to exploration, drilling, development or operations

»
§

roil or tand 3 agreemsat av

~a e ”~ "
Yaas wH

(¢}

expressly modified and amended to the extent necessary to make

the same conform to the provisions hereof, but otherwise to remain
fn full force and effect; and the parties hereto hereby consent
that the Secretary as to Federal leases and the Commissioner as

to State leases shall and each by his approval hereof, or by the
approval hereof by their duly authorized representatives, do hereby
establish, alter, change b6r revoke the 4rilling, producting, rentai,
winimum royalty and royaity requirements of Federal and State

1 es rommitted hereto and the regulatiaons in recnect therats

e
an

to conform said requirements to the provisions of this agreement,

20




] and, without limiting the generality of the foregoing, all leasos;
2 subleases, and contracts are particula?ly modified in accordance
3 with the following: ‘
4 (a) The developrment and operation of lands subject to this
“ 5 agreement under the t:rms hureof shall be deemed full per-
‘% 6 formance of all obligations for development and operatfon
7 with respect to each and every separately owned tract subject
] to this agreement, regardliess of whether there is any develop-
9 ment of any particular tract of the unit area.
‘ 10 {b) Orilling and producing operatfons performed hereunder
; N upon any tract of unitized tand will be accepted and deemed
§ 12 to be performed upon and for the benefit of each and every
g 13 trﬁct of unitized land, and no lease shall be deemed to |
2 14 expire by reason of failure to drill or produce wells situated
| 15 on the Tand therein embraced.
16 (c) Suspension of drilling or producing operations on all
17 unitized lands pursuant to direction or consent of the
18 Secretary and Commissioner or their duiy authurized repre- -
19 sentatives shall be deemed to constitute such suspension |
20 pursuant to such direction or consent as to #ach and every .
21 tract of unftized land. A s$uspension of drilliag or pfoducing
22 operations limited to specified lands shall be applicable |
23 only to such lands. . '
24 (d) Each lease, sublease or contract felatfng.to the ex-
25 plcration, drilling, development or operation for oil or
26 gas of lands other than those of the United States or State
}27 of Ren Mexico committed to this agreement, which by {ts
28 terms might expire prior to the termination of this agree-
29 ment, is hereby extended beyond any such term sd provided
30 therein so that it shall be continuad in full force and
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effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20)
years or any renewal thereof or any part of such lease
which is made subject to this agreement shall continue

in force beyond the term :rovided therein unt{) the ter-
mination hereof. Any other Federal lease committed hereto
shall cdntinue 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 {s had

in paying quantities under this unit agreement prtor to

the expiration date of the term of such lease, or in the
event actual drilling operations are commenced on unitized
lands, i accordance with tre proyistons of this agreement,
prior to the end of the primary term of such lease and are
being diligently prosecuted at that time, such ieise shall
be exteiided for two years and so long thereafter as oil or
gas is produced in paying quantities in accordance uith’the
provisions of the Mineral Leasing Act Reyision of 1950.

(f) Each sublease or contract relating to the operatton
and development of unitized §ubstances from lands of the
Unfted States committed to this agreement, which by its
terms would expire prior to the time at which the underiying
lease, as extended by the immediately precgding paragraph,
will expire, is hereby extended beyond any such term so
provided therein so that 1t shall be continued in full
force and effect for and during the term of the underiying
jease as such term is herein extended,

(g) Any lease embracing tTands 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

22
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committed hereto until the termination hereof, subject
the provisions of subsection (e) of Section 2 and sub-
section (1) of this Section 18,

(h) The segregation of any Federal lease committed to
this agreemeht is governed by the following provisions in
the fourth paragraph of Sec. 17(J) of the Mineral Leasing
Act, as aménded by the Act of September 2, 1960 (74 Stat.
781-784): “Any (Federal) iease heretofore or hereafter
committed to any such (unit) plan embracing lands that
are in part within and in part outside of the area covered
by any such plan shall be segregated into separate leases
as to the lands committed and the lands not committed as

of the effective date of unitization: Provided, however,

That any such lease as to the nonunitized portion shall
continue in force and effect for the term thereof but for
not less than two years from the date of such segregation
and so long thereafter as oil or gas is produced in paying
quantities."” |

(1) Any fease embracing lands of the State of New Mexico
having only a port{on of its lands ccmmitted hereto, sha11.
be segregated as to the portion committed and the portion
not committed, and the provisions of such lease shall apply
separately to such segregated portions commencing as of tbg
effective dite hereof; provided, however, notwithstanding

any of the provisions of this agreement to the c°nfrary.any

-

*h
lease embracing lands of ¢

3 e of New Mexico having only
a portion of its lands committed hereto shall continue in
full force and effect beyond the term provided therein as
to all lands embraced in such lease, i1f ofl or gas is dise

covered and '1s capable of being produced in paying quantities




from zome part of the lands embraced in such lease at
the expiration of the secondary term of such léase; or
1f, at the expiratfon of the secondary term, the lessee |
or Unit Operator is tnen engaged in bona fide drilling ;
or reworking operations con some part of the lands eabraced {
in such lease, the same, as to all lands embraced therein
shall remain in full force and effect so long as such opera-
tions are being diligently prosecuted, and if they result

in fhe'production of oil or gas, said lease shall contfinie

in full force and effect as to all of the lands embraced
therein, so long thereafter as oil or gas in paying quantities
is befng produced from any portion of said lands.

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

-

portion of its lands committed hereto shall be segregated

as toc the portion committed and the porticn not committed,

N N A W N e O O NN e W N =

and the provisions of such lease shall apply separately to

such segregated portions commencing as of the effective date
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rental payment, such payment s' 11 be prorated between the

~N
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portions so segregated in proportion to the acreage of the

N
et

respective tracts.

19. COVENANTS RUN WITH LAND. The covenants herein shall be

~N
~N

construed to be covenants running with the land with respect to

N N
an W

the interest cf the parties hereto and their successors 1in interest

until this agreement terminates, and ény grant, transfer, or con-

NN
N

veyence of interest in land or leases subject heretc shall be and

hereby 1s conditfoned upon the assumption of all priviléges and

n
-~

obligations hereunder by the grantee, transferee or other successor

~N
o

{n interest. No assignment or transfer of any working interest.

w N
o w

rbyd!ty, or other interest subject iereto shall be binding upon

24
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Unit Operator until the first day of the calendar month after
Unit Operator is furnished with the orfginal, photostatic, or
certified copy of the instrument of transfer,

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

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

and Commissioner, or

(b) #t is reasonably determined prior to the expirition of
the fixed term or any extension thereof that the unitized
land 1s incapable of production of unitfzed substances in
paying quantities in the formations tested hereunder and
after notice of intentien to terminate the agreement on v
such ground is given by the Unit Operitor to all parties in
interest at their last known addresses, the agreement {s
terminated with the approval of thé Sunervicor snd the
Commissioner, or
(c) a valqable discovery of unitized substances hasvbeen
made or accepted on unitized land during safd initfal term
or any extension thereof, in which event the agreement shall
remain in effect for such term and so’long as unitized sub-
stances can be produced in quantities sufficient to pay for
the cost of producing same from wells on unitized land within
any participating area established hereunder and, should
production cease, so long thereafter as diligent operations
are in progress for the restoration'of production or discovery
of new production and so long thereafter as unitized sub-
stances so discovered can be produced as aforesaid, or
i

(d)

t is terminated as heretofore provided in this agreement.

25
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~in thkis agreement and is not in violation of any applicable Federal

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

75 per centum, on an acreage basis. of the norking interest owners
signatory hereto, with the approval of the Supervisor and Commis-
sjonur; notice of any su'h approval to be given by the Unit
Operator to all parties heretc.

21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The
Director 1s 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
pursuént to Federal or State law or does not conform to any state-
wide vo}untary consérvation or allocation program, which {s estab-
1ished, recognized and generally adhered to by the majority of
overators in such State, such authority being hereby limited to
2lteraticrn or modification in the pubiic interest, the purpose
thereof &nd the pubiic interest to be sevrved thereby to be stated
in the order of alteration or modification. Without regard to N
the foregoing, the Director is also hereby vested with authority 1( ,}

to alter or modify from time to time in his discretion the rate

cf prospecting and development and the quantity and rate of pro-
ducihion under this agreement when such alteration or modification

is r the interest of attaining the conservation objectives stated

or sicte law; provided, further, that no such alteration or modi-
ficution shall be effective as to any land of the State of New
Mexico, as to the rate of prospecting and developing in the absence
Gf the specific written approval thereof by the Commissioner and
as to any lands of the State of Nen-ﬁexico or privately owned lands
subject to this agrcement as to the quantity and rate of production
fn the absence of specific written approval thereof by the '

Commission.

- 26
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Powers in this section vested in the Director shall only be
exercised after notice to Unit Operator and opportunity for hearing
to be held not less than 15 days fron notice.

22. CONFLICT OF SUFPERVISON. Neither the Unit QOperator nor
the working tnterett owners ncr any of them shall de subject to
any forfeiture, termination or expiration of any r1ghts hereunder
or under any leases or contractis subject hereto, or to any penalty
or 1iability on account of delay or failure in whole or {in part
to comply with any.app11cab1e provision thereof to the extent that
the Unit Operator, working interest owners or any of them are hin-
dered, delayed or prevented from complying therewith by reason of
failure of the Unit Operator to obtain in the exercise of due
diligence, the concurrence of proper representatives of the United
States and proper representatives of the State of New Mexfco in
and about any matters or things concerning wiich it is faquireé
herein that such concurrence be obtained. The parties hereto,

inciuding the Commission, agree that all powers and authority

[ 2

vested in the Commission in and by any p s of this agree-
ment are vested in the Commission and shall be exercised by 1t
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, haveé the right to appear for and on beﬁalf of

. ’ = e
any and all interests affected hereby before the Department of the

_ o X .
Interior, the Commissioner of Public Lapds of the State of New

t

Mexico“and the New Mexico 011 Conservation Commission and to Cpp!lfv

from orders issued under the regulations of said Department, the
. ! _

Commission or Commissioner or to apply forire]ief from any of said.

regulations or in any proceedings relative to operations before

27




the Department of the Interior, the Commissioner, or Commission,

-l

2 or any other legally constituted authority; provided, however,

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

4 | own expense to be heard in any such proceeding.

5 24, NOTICES. All natices, demands or statements required

6 hereunder to be given cr rendered to the parties hereto shall be
7 deemed fully given 1f given in writing and personally delivered

8 to the party or sent by postpaid registered or certified mail,

2 addressed to such party or parties at thefr respective addresses

10 set forth in connection with the signatures hereto or to the

1N ratification or consent hereof or to such other address as any

12 such party may have furnished in writing to party sending the

13 notice, demand or statement.

14 25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement
i% contained shaii be construed as a waiver by any party hereto of

16 the right to assert any legal or constitutional right or defense
17 8s to the validity or invalidity of any law of the State wherein
18 sald unftized lands are located, or of the United States, or regu-
19 lations issued thereunder in any way affecting such party, or as
20 a waiver by any such party of any right beyond his or its authority
éi to waive. |

22 26. UNAVOIDABLE DELAY. A11 obligations under this agreement
23 requiring the Unit Operator to commence or continu2 drilling or to
24 operate on or produce unitized substances from any of the lands
25 covered by this agreement shall be suspended while the Unit Opera-
26 tor, despite the exercise of due care and diligence, 1s prevented
27 from complying with such obligaticns, in whole or in part, by
28 strikes, acts of God, Federal, State or municipal law or agencies,
29 unavoidable accidents, uncontrollable delays in transportation,

30  inability to obtain necessary materfals 1in open market, or other

28




matters beyond the reasonable control of the Unit Operator
whether similar to matters herein enumerated or not. No unit
obligation which fs suspended under this section shall become
due less than thirty (30) days after it has been determined
that the suspension is no longer applicable. Determination of
creditable "Unavoidable Delay"'fime shall be made by the init
Operator subject to approval of the Supervisor and Commissioner.
27. NONDISCRIMINATION. 1In connection with the performance
of work under this agreement, the operator agrees to comply with
all of the provisions of section 202 (1) to (Z) inclusive of
Executive Order 11246 (30 F.R. 12319)5a§h%2ﬁng$2'hereby incor-
porated by refereﬁce in this agreemenf.

28. LGSS OF TITLE. 1In the event title to any tract of

unitized Tand shall fail and the true owner cannot be induced to

-5
ade

Join in this unit agreement, such tract shall be automatically
regardea és not committed hereto and there shall be such readjust-
ment of future costs and benefits as may be required on acccuht
of the loss of such title. 1In the event of a dispute as to titli
to any royalty, working inteqest or other interests subject

thereto, payment or delivery on account thereof may be withheld

withoht liabiiity for interest until the dispute is finally settled;

provided, that, as to Federal and State land or leases, no paymeﬁts
of funds due the United States or State of New Mexico should be
withheld, but such funds of the United States shall be deposited

as directed by the Supervisor and such funds of the State of New
Mexico shall be deposited as directed by the Commissioner t;.be
held as ﬁnearned money pending final settlement of the title dis-
pute, and then applied as earned or returned in accordance with
such final settlement. '

Unit Operator as such is relieved from any responsibility for

29
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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 . Lonsent to this agreement, the owner
of theAworking interest in . § iract may withdraw said tract
from this agreement by wr.ti(:u notice delivered to the Supervisor
and the Commmissioner and the Unit Operator prior to the approvai
of this agreement by the Supervisor and Commissioner. Any ofl
or gas interests in lands within the unit area not committed hereto
prior to submission of this agreement for finai approval may there-
aftei be committed hereto by the owner or owners thereof sub-
scriging or consenting to this agreement, and, if the interest
is a working irnterest, by the owner of such interest also sub-
scribing to the unit operating agreement. After operations are
commenced hereunder, the right of subsequent joinder, as provided
fn this section, by a working interest owner is subject to such
requirements or approvals, if any, pertaining to such joinder,
as may be frovided for in ihe unit operating agreement, After
final approval hereof, joinder by a non-working interest owner
must be consented to in writing by the working interest owner
committed hereto and responsible for the payment of any benefits
that may accrue hereunder in behalf of such non-working interest.
A non-working interest may not be committed to this unit agree-
ment unless the corresponding working interest is committed hereto.
Joinder to the unit agreement by a working interest owner, at any
time. must be accompanied by appropriate joinder to the Unit Operat-
ing agreement, if more than one committed working interest owner
is involved, in order for the interest to be regarded as committed
to4this unit agreement. Except as may otherwise herein be provided,

subsequent joinders to this agreement shall be effective as of the

30
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first day of the month following the filing with the Superyisor

el

2 and tiie Commissioner of duly executed counterparts of all or any

3 pupers necessary to establish effective commitment of any tract

4 to this agreement unle ¢ objection to such joinder ts duly made

5 within 60 days by the Supervisor, previded, however, that as to

6 State Tands all subsequent joinders must be approved by the

7 Commissioner.

3 30. COUNTERPARTS. 'his agreement may be executed in any

9 number of counteroarts no one of which needs to be executed by

10 all parties or mav ne -3 ° "z or consented to by separate instru-

n ment in writinn < me .- 7%y cefarring hereto and shall be dinding
12’ upon all those parties who have executed such a counterpart, rati-
13 fication, or cougsn® ¢ =%~ : t* the ~sme force and effect as {f

14 all such parties had signed the same document and regardless of

15 whether or not it i: crezuted by all other parties owning or

16 claiming an interest ir *Fc lands within the above described unit

17 area.

18

19 31. BUREAU OF LAND MANAGEMENT SPECIAL STIPULATIONS. Nothing in this agree
B e oo e it oy oderal sEipation retating to srfacd
21. of any oil'and gas lease coveriné lands within the unit ::;:?hed to and made a part
22
23
24  IN WITNESS WHEREOF, the parties hereto haye caused this agree-
25 ment to be executed and have set opposite their respective names the.
26 date of execution, ‘

UNIT OPERATQOR AND WORKING INTEREST OWNER
DATE: September 22, 1977 » GULF OIL CQEEQRATION o -
Address: P. 0, Box 1150 By S A
Midland, Texas 79702
ATTEST:

T Secretary
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Exhibit A
SAND WELL UNIT
LEA COUNTY, NEW MEXICO

Tract Nulﬁbers

1. NM 10283-A

7. NM 13427

3. NM 14337 .

4, NM 14501 (v N\ ] Unit Area Outline

5. Nm 14802

6. NM 15039

7. NM 15456 3 Federal Londs, 1922.60Ac.
8. NM 17604 50.0297% Unit Area

9. NM 18856

10. NM 19208 o State Lands, 1800.32 Ac.
1. NM 19454 2 46.8477% Unit Area

12. NM 22097

13. B-1040 : m Fee (Patent) Lands, 120 Ac.
14. L-347 3.1226% Unit Area

1S, L-439 :
16. L-2497
17.1-4888 -
. 18, LG-323l
19. Gulf




UNIT AREA OF SCRIPTION

Section
Section
Section
Section
Section
Section

EXHIBIT "A"
SAND WELL UNIT

B I-23-5, R-35-E, N.M.P.M.

3: AN
4: AN
9: Al
10: AN
15: Al
16: All

Containing 3842.92 acres, more or less, Lea County, New Mexico.




EXHIBIT "B"
SCHEDULE OF LANDS AND LEASES
SAND WELL UNIT
LEA COUNTY, NEW MEXICO

Serial Mo, and 4asic Royalty Lessee of Record a«mw1*a¢=u Royalty Working Interest
Tract No.  Description Acres Expiration Date and Percentage and Percentage and Percen‘age and Percentage
] 7-23-5, R-35-E Stan F. Waiiszek et ux,
Bec 3: Lots 1, 2, 5/2 NE/4, 320.917  NM-10283-A 12.5% Gulf 011 Corporation Jane M, Waliszek Gulf 01! Corp.
SE/4 , 9.1-79 U.S.A. 100% _ 5% 100%
i m%wwrbm.wnmz\p : _ Union 011 Co.
Sec M_..: N/2 NE/4 . NM-13427 12.5% Union 011 Co. of nm4¢ﬁoszﬁm of California
3 71-23-S, R-35-E .
Sec 3: Lot 3, SE/4 NuW/4 NM-14337 12.5% Mrs. Jack C. Fraser Mrs. Jack C. Fraser
80.39 9-1-81 U.S.A. 100% None 100%
4 7-23-5, R-35-F
Sec 10: S/2 NE/4, NW/4 NM-1430" 12.5% Superior 011 Company W, M. Smith Superior 011 Co.
SW/4, SE/4 SW/4 160,00 12-1-81 U.S.A. 100% 5% 100%
5 7-23-S, R-35-E NM-14802 12.5% BTA 011 Producers 0. L. Simacko BTA 0i1 Producers
Sec 10: N/2 NE/4 80.00 2-1-82 U.S.A, 100% 20% of 4% 100%
- John 4, Hawes
80% of 4%
6 T--23-S, R-35-E zzndmOww 12.5% Gulf 011 Corporation Dorothy Largle Gulf 011 Co
Sec 3: Lot 4, SH/4 Nw/4 80,3¢ 3-1-82 U.S.A. 005 sy o0% on core.
7 T-23-5, R-35-E | 12.5% Unfon 011 Co. of California J.C. Head Union 011 Co. of
NM-15456 : Calif

. Sec 10: W/2 SE/4
C /2 st 80.00 4-1-82 U.S.A. 100 54 100%




EXHIBIT "B" - Page 2
sand Well Federal Working interest Unit

8 1-23-5, R-35-F v i _
Sec 10: NE/T SW/4, NM-17604 Gulf 011 Corporation Cleo C. Ainsworth Gulf 011 Corp. i
SW/4 SW/4 80.00 3-1-83 100% 5% , 100% :
9 T-23S, R-35-E .
o e A sz i 240,00 M-18856 Aztec 011 & Gas Co.  Oble P, Leomard  Aztec 04 Co. »,
’ ' . 8-1-83 100% 6.25% 100%
10 T-23-S, R-35-E |
Sec 4: Lots 2, 3, 4. NM-19208 Gulf 0il1 Corporation Beulah E. Grear- 4% Gulf 0i1 Corp. |
Sec 10: NW/4 280.96 10-1-83 100% J. Paul Reynolds- % 100%
LR T-235. R-35-E : NM-19454 BTA 011 Producers Marshall R. Perkins BTA Producers
Sec 10: E/Z SE/4 80.00 11-1-83 100% 5% 100%
12 T1-23-S, R-35-E Josephine McSweeney ]
Sec 15: SW/T SE/4, NM-22097 Exxon Corporation Henry R. Keller Exxon Corporation '
SW/4 200.00 9-1-84 100% T. E. Tomlinson 100%
5% Undivided
TOTAL: 1922.60 Acres Federal Lands, 50.0297% of the Unit Area.
13 T-23-S, R-35-E B-1040 ~1 Amerada Hess Corporation None 50.00%--Amerada Hess Corp.
Sec 16: E/7 SE/4 80.00 HBp 100% 31,14%--Bass Enterprises ,
Prod. Co. - : |
12.57%--Sun 011 Company .
- 6,29%--Amoco Prod. Co. l
14 7-23-S, R-35-E
Sec §: 5/2 L-347 Gulf 011 Corporation None Gulf 0i1 Corp.
Sec 9: NE/3 NE/4 360.00 10-17-77 100% 100%
15 -23~-S, R-35-F L-439 Gulf 011 Corporation None Gulf 011 Corp.
Sec 16: W/Z, W/2 SE/4 400.00 11-21-77 100% 100%
16 7-23-S, R-35-E _
Sec 9 S/2 L-2497 Gulf 011 Corporation None Gulf 011 Corp.
Sec 16: NE/4 480.00 2-18-79 100% 100%

s . e

e




) EXHIBIT "B" - Page 3 ﬁw
Sand Well Unit }

17 7-23-S, R-35-E

Sec 9: NW/4, W/2 NE/4 L-4888 12.5% Mesa Petroleum Co, None Mesa Petro.Co.
SE/4 NE/4 280.00  9-15-80 State of N.M, 100% 100%
18 7-23-S, R-35-E LG-3231 12.5% | Gulf 01 Corp. Gulf 011 Corp.
Sec §: Lot T, §/2 N/2 200,32 12-1-85 State of N.M, 100% None 100%
TOTAL: 1800.32 Acres State Lands/46.8477% of the Unit Area,
19 7-23-5, R-35-F
Sec 15: E/Z SE/4 120.00  Gulf Fee 18.75% Gulf 011 Corp. None Gulf 011 Corp.
NW/4 SE/4 8-20-79 Hugh Ward - 5/48 92% 92%
Ophelia W. Ratiiff - 5/48 Open: 8% Open:
Velma W. Kerr - 5/43 8%
Rose M. Fulfer - 4/48
8-29-79 Helen Linder - 5/192

Ruby Dell Bulger - 5/192 i
Virginia McCarthy - 5/384
Cynthia Poulin - 5/384
Ethel Lee Klingman - 5/384
E. L. Bauer - 5/384
9-10-82 Mache Gordon Riley - 3/64
9-20-80 Betty Moran Rice - 31/512
#Mary Gertrude Moran Fagan - 31/512
#Phillip C. Hayes - 1/160
#L. A, Griffith - 1/640
9-12-82 Elizabeth Rittenhouse Lamb - 85% of 1/16
, Georgia K. Clingenpeel - 5,93% of 1/128
Rex de Vlaming - 6.35% of 1/128
# George Kerby - 19.06% of 1/123
#Guila Kerby - 5,93% of 1/128
9-23-80 Gertrude A, Webster - 15% of 1/16
#Fred K. Haskell - 1/256
#Archy Elkins - 30,97% of 1/123
#wm, C. C, Chambless - 19.06% of 1/128
9-29-82 Virginia Priddy - 6.35% of 1/128 .
# George W, de Vlaming - 6.35% of 1/128 20% Royalty

N i ¥ . O o o o IR T

. *See information continued *10-6-79 1st Natl Bank & Jessie Belvins
. #0pen (not leased by Gulf) Crump Estate - 1/8
. . Fort Worth Natl Bank & J. C. Crump
e Estate - 1/8

"TOTAL FEE LANDS: 120.00 Acres, 3.1226% of Unit Area

b Lt T A2k WA M R




EXHIBIT "8" - Page 4
SAND WELL UNIT

AL £ KN R I e o Mt e

FEDERAL LANDS
STATE LANDS
FEE LANDS

TOTAL

RECAPITULATION

1922.50 Acres
1800.32 Acres
120.00 Acres

3842,92 Acres

50.0297% of Unit Area
46,8477% of Unit Area
3,1226% of Unit Area

100.0000%




SUMMARY OF TOTAL ACREAGE COMMITTED AND UNCOMMITTED

A. Federal Acreage 1922.60 acres - 50.0297% of Unit Area
' Overriding Royalty
Lessee of Record Working Interest Owners Owner
Committed - All AlT - 13 86.67%
Uncommitted - None None' 2 13.33%2
| B. State Acreage 1800.32 acres - 46.8477% of Unit Area
Overriding Royalty
Lessee of Record Working Interest Owners Owner
Committed - 2 of 3 4 of © None
Uncommitted - 1 2% "

*These two parties are being carried by
other Working Interest Owners.

C. Fee Acreage 120 acres -~ 3.1226% of Unit Area

Lessee of Record Working Interest Owners Royalty interest QOwner
Committed - 92% 92% 17.14%
Uncommitted - 8% Open 8% Dnen 82.85%

BEFORE EXAMINER 515;\,4,‘-'%3!50“
OIL CONSERVATION CObIAISION |

EXHIBITNO.___ 2 ;

vo. G4 EXHIBIT NO. 3
Susmitied byW SAND WELL UNIT

b Lea County, New Mexico
v Dole . —————

Gulf 011 Corporation - Southwest Div.
Midland, Texas

November 16, 1977
CASE NO. 6082
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v R MODRALL LAW OF FICES OF Ov 15 ’977

JAMES E. SPERLING

JOSEPN E. ROEHL MoDpRALL, SPERLING. ROEHL, HARRIS &' 5%‘ JOMK F. loss - 1984
OEORGE T. HARRIS. JR. OVSE EYMOUR
DAMIEL A. 818K PUBLIC SERVICE BUILDING RVAT’O'V 1907-100m
LELAND 3. SEDBERRY. JR. '

ALLEN C. DEWEY. JR. P. O. BOX 2188 S"rtr* CTORMMQNZ 243 a8i)

FRANK H. ALLEN, JR. oL
JAMES A. PARKER ALBUQUERQUE, NEw MExico 8noa AREA C sos
JOHN R. COONEY

RENNETH L. HARRIGAN

PETER J. ADANG November 14, 1977

DALE W. EX

DENNIS U. FALK

JOK M. O. FULCHER

ARTHUR ©. MELENDRES

JAMES P. HOUGHTON

OEORGE J. HOPKINS

RAUL M. FIBH

JUDY A. FRY

MARK B, THOMPBON Wt

JEFPREY W, LOUBET

RUTH M SCHIFANE

THOMAB L.JOHNSON

LYNN H, SLADE

ALAN RONRAD

Mr. Joe D. Ramey
Secretary-Director

Oil Conservation Commission ;
P. 0. Box 2088 |
Santa Fe, New Mexico 87501 |

e amr

Re: Application of Gulf Oil Corporation -
Docket No. 37-77, Case No. 6082

Dear Mr. Ramey: :
Enclosed, please find Entry of Appearance on behalf of ;
Gulf 0Oil Corporation in Case No. 60562, which hes been g
docketed for the Examiner's Hearing on November 16, ;
1977. :

Very truly yours,

| re =4 M\

JdﬁXE\ﬁ“Sperll

/iev
Enclosure

; cc: Mr. Morgan L. Copeland, w/encl.
4 ‘ Mr. Jeffrey G. Shrader, w/encl.




BEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF GULF OIL CORPORATION FOR APPROVAL

OF A DRILLING UNIT FOR GULF'S SAND

WELL UNIT., LEA COUNTY. NEW MEXTCOQ Case No. €082

ENTRY OF APPEARANCE

The undersigned, Modrall, Sperling, Roehl, Harris & Sisk,

of Albuquerque, New Mexico, hereby enter their appearance for
the applicant, Gulf Oil Corporation, with its house counsel
of Midland, Texas.

MODRALL SPERLING ROEHL HARRIS & SISK

ames E. Sperliny, aﬁ&cs for

Gulf 0il Cor ation

P. ©. Box 2168

Albuquerque, New Mexico 87103
Telephone: (505) 243~4511

By

u

i

L




Docket No. 37-77

Dockets Nos. 38-77 and 39-77 are tentetively set for hearing on November 30 and December 14, 1977.
Applications for hearing must be filed at least 22 days in advance of hearing date,

DOCKET: EXAMINER HEARING - WEDNESDAY - NOVEMBER 16, 1977

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

The followlng cases will be heard before Richard L. Stamets, Examlner, or Danlel 3. Nutter, Alternate rxaminer:

ALLOWABLE: (1) Consideration of the allowable production of gas for December, 1977, from fifteen prorated
pools in Lea, Eddy, Chaves, and Roosevelt Counties, New Mexico. *

{2) Conaideration of the allcowahle Product

duntt
in San Juan, Rio Arriba, and Sandoval Counties, New Mexico.

n of gas for Decembes, 1977, from feur prorsted pocle

ap woitiy aasan 2URS LITITLER

CASE 6079: Application of Dome Petroleum Corporation for a non-standard oil proration unit, San Juan County,
New Mexico. Applicant, in the above-styled cause, seeks approval for a 80-acre non-standard oil
proration unit comprising the E/2 SW/4 of Section 10, Township 26 North, Range 14 Wost, Bisti-
Lower Gallup Pool, San Juan County, New Mexico.

CASE 6059: (Continued from October 12, 1977, Examiner Hearing)

Application of Dume Petrvleum Corporation for pool ereation, an cil discovery allowable, and a
special depth bracket allowable, San Juan County, New Mexico. Applicant, in the above-sgtyled
cause, seeks the creation of the Leggs~Entrada 0il Pool in Section 11, Township 21 North, Range
1C West, San Juan County, New Mexico, the assignment of approximately 27,020 barrels of oil
~ discovery allowable to its Santa Fe-Leggs Well No. 1 located in Unit O of said Section 11, and
»~ the establishment of a special depth bracket allowable of 750 barrels of cil per day for said pool.

CASE 6080: Application of Orla Petco, Inc., for an unorthodox gas well location, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of its R. K.
Williams Well No. 1 to be located 1980 feet from the South line and 660 feet from the West line
of Section 8, Township 19 South, Range 26 East, Eddy County, New Mexico, the S/2 of said Section
2 to be dedicated to the well.

CASE 6081: Application of Atlantic Richficld Company for directiomsl drilling, Les County, New Mexico.
- Applicant, in the sbove-styled cause, seeks apprcval for the directional dérilling in s northwesterly
direction of its Lanehart 22 Well No. 1 from a surface location 660 reet from the North and
West lines of Section 22, Township 2% South, Range 37 East, Langlie-Mattix Pool, Lea County,
New Mexico, bottoming sald sell no closer than 280 feet from the North and West lines of saild
Section 22.

Q&sz: Application of Gulf Oi1 Corporation for a unit agreement, Lea County, New Mexico, Applicant, in

the above-styled cause, seeks approval for its Sand Well Unit Area comprising 3843 acres, more
or less, of State, Federal, and fee lands in Township 23 South, Range 35 East, Lea County, New Mexico.

CASE 6083: Application of Sun 011 Company for downhole commingling, Lea County. New Mexico. Applicent, in
the above-styled cause, seeks approval for the downhole commingling of Drinkard and Tubb production
4in the wellbore of its State 15 Well No. 4 located in Unit P of Sectiom 16, Township 21 South,
Range 37 East, Lea County, New Mexico.

CAU7 6084: Application of Freeport Ofl Company for a pressure maintenance project, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks authority to institute a pressure maintenance in the
West Garrett-Devonian Pnal hy the injeation of water into the Devonian formation through its
Mattie Price Well No. 4 located in Unit C of Section 6, Toxnship 17 South, Range 38 East,
Lea County, New Mexico. .

CASE 6085: Application of Reserve Ofl, Inc., for downhole commingling or pool contraction and extension,
' Lea County, New Mexico. Applicant, in the above-styled cause, seeks approval for the downhole

commingling of Jalmat and Langlie-Matiix production in the wellbore of its Cooper Jal Unit Wells
No. 115 In Unit P of Section 13 and Nos. 121, 134, and 209 in Units B, N, and L of Section 24,
Township 24 South, Range 36 East, and No. 117 in Unit N of Section 18, and Nos. 150 and 221 in
Units L and N of Section 19, Township 24 South, Range 37 East, Lea County, New Mexico, and an
administrative procedure for such approval for future wells. In the alternative, applicant seeks
the contraction of the vertical 1limits of 'the Jalmat Gas Pool underlying said Cooper Jal Unit
Area by the deletion of the Yates and Seven Rivers formations therefrom and the extension of the
vertical limits of the Langlie-Mattix Pool to include said formations.
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] UNIT AGREEMERT

2 FOR THE DEVELOPMENT AND OPERATION

3 SANDWELL

¢ UNTT AREA

£ COUNTY OF LEA

6 STATE OF NEW MEXICO

7 NO.

8- THIS AGREEMENT entered into as of the 20th day of September .

9 19 77 by and between the parties subscribing, ratifying or con-

10 senting hereto, and herein referred to as the "parties hereto”.

1 WITNESSETH: |
12 WHEREAS, the parties hereto are the owners of working, @
13 royalty, or other 0il and gas interests in the unit area subject i
14 to this agreement; and ﬁ
15 WHEREAS, the Mineral Leasing Act of February 25, 1920, 41

16 Stat. 437, as amended, 30 U.S.C. Secs. 181 et seq., authorizes

“ 17 ‘Federal lessees and their representatives to unite with each other,
18 or jointly or separately with others, in collectively adopting
19 and operating a cooperative or unit plan of development or opera-
20 tion of any o0il or gas pool. field, or like area, or any part
21 thereof for the purpose of more properly conserviné the natural
22 resources thereof whenever determined and éertified by the Secretary
23 of the Interior to be necessary or advisable in the public interest;
24 and
25 WHEREAS, the Commissioner of Public Lands of the State of New
Z6 Mexico is authorized by an Act of the Legislature {Sec. 7-11-39
27 N.M. Statutes 1953 Annotated) to consent to or approve this agree-
28 ment on behalf of the State of New Mexico, ipsofar as it covers
29 and includes lands and mineral interests of the State of New

30 Mexico; and
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] WHEREAS, the 0i1 Conservation Comm?ssion of the State of
2 New Mexico is authorized by an Act of the Legislature (Article 3,
3 Chapter 65, Vol. 9, Part 2, 1953 Statutes) to approve this agree-
1 4 ment and the conservation provisions hereof; and
g 5 WHEREAS, the parties hereto hold sufficient interests 1ﬁ the
§ 6 SANDWELL Unit Area covering the land |
: 7 nereinafter described tc give reasonably effective control of operas- 5
8 tions therein; and E
9 WHEREAS, it is the purpose of the parties hereto to conserve é
10 natural resources, prevent waste, and secure other benefits obtain- '
11 abie through development and operation of the area subject to this
12 agreement under the terms, conditions and l1imitations herein set
13 forth;
14 {0W THEREFORE, in consideration of the premises and the pro-
i 15 mises herein contained, the parties hereto commit to this agreement
16 their respective interests in the below-defined unit area, and
17 agree severally among themselves as follows:
18 1. ENABLING ACT AND REGULATIONS. The Mineral tLeasing Act
19 of February 25, 1920, as amended, supra, and all valid pertinent
20 regulations, including operating and unit plan regulations, hereto-
21 fore issued thereunder or valid, pertinent and reasonable regula-
22 tions hereafter issued thereunder are accepted and made a part of
23 this agreement as to Federal lands, provided such regulations are
24 not inconsistent with the terms of this agreement; and as to non-
25 Federal lands, the oil and gas operating regulations in effect as
26 of the effective date hereof governing dfil]iﬂg and producing
27 operations, not inconsistent with the terms hereof or the laws
28 of the State of which the non-Federal Tand is located, are hereby
29 accepted and made a part of this agreement.
30 , 2. UNIT AREA. The area specified on the map attached hereto

AN P M Y N b o & e
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marked Exhibit "A"_is hereby designated and recognized as
constituting the unit area, contatning _3842 .92 acres, more or
less.

Exhibit "A" shows, in addition to the boundary of the unit
area, the boundaries and identity of tracts and leases in said
area to the extent known to the Unit Operator. Exhibit “B"
attached hereto i{s a schedule showing to the extent known to
the Unit Operator the acreage, percentage, and kind of ownership
of o1l and gas interests in all land in the unit area. Houevér,

nothing herein or in said schedule or map shall be construed as

PR S

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 0il1 and Gas Supervisor, hereinafter referred to as "Super-

visor," or when requested by the Commissioner of Pubiic iands of

the State of New Mexico, hereinafter referred to as "Commissioner,”

and not less than five copies of the revised exhibits shall be
filed with the Supervisor, and two copies thereof shall be filed
with the Commissioner, and one copy with the New Mexico 011 Con-
servation Commission, hereinafter referred to as "Commission."

The above-described unit area shall when practicable be
expanded to include therein any additional lands or shall be
contracted to exclude lands whenever such expansion or contraction
is deemed to be necessary or advisable to conform with the purposes
of this agreement. Such expansion or contraction shall be effected
in the following manner:

(a) Unit Operator, on its own motion or on demand of the

Director of the Geological Survey, héreinafter referred to as
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"Director,” or on demand of the Commissioner, after preliminary
concurrence by the Director and the Commissioner, shall prepare
a notice of proposed exparsion or contraction describing the
contemplated changes in *hr houndaries of the unit area, the
reasons therefor, and the ~roposed effective date thereof, pre-

.

the first day of a month subsequent to the date of not

ferably aotice.
(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
e 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 Commissicner and the Commission evidence of mailing
of the notice of expansion or contraction and a copy of any objec-
tions thereto which have been filed with the Unit Operator, together
with an appliication in sufficient number, for approval of such
expansion or contraction and with appropriate joinders.

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

(e) A1l legal subdivisions of lands (i.e., 40 acres by Govern-
ment survey or its nearest 1ot or tract equivalent; in instance:
of irEegu]ar surveys unusualiy large lots or tracts shall be con-
sidered in multiples of 40 acres or the nearest aliquot equivalent
thereof), no parts of which are entitled to be in a participating
area on or before the fifth anniversary of the effective date of
the first initial participating area est.oli.hed under this unit

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

shall remain subject hcreto so long 2s such drilling operations
are continued diligently with not more than 90 days' time

am [ T -
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elapsing between the compietion of vne we
ment of the next well. All legal subdivisions of lands not
entitled to be in a participating area within 10 years after
the effective date of the first initial participating area
approved under this agreement shall be automaticaily elimi-
nated from this agreement as of said tenth anniversary. All
lands prerd productive by diligeat drilling operations after
the aforesaid 5-year period shail become participating in

the same manner as during saia 5-year period. However, when

e

Y- S ~
Jperacvions céase, a
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-nd
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such diligent drillin nonparticipating

g
lands shall be automatically eliminated effective as of the
91st day thereafter. The Unit Operator shali, within 90
days after the effective date of any etimination hereunder,
describe the area so eliminated to the satisfaction of the
Supervisor and the Commissioner, and promptly notify all
parties in interest.

If conditions warrant extension of the 10-year period
specified in this subseﬁtion 2(e), a single extension of not
to exceed 2 years may be accomplished by consent of the owners
of 90% of the working interests in the current ponpartici-
pating unitized lands and the owners of 60% of the basic
royalty interests {exclusive of the basic royalty interests

of the United States) in nonparticipating unitized lands

[ T R P T
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1 with approval of the Director énd Commfssioner, provided

2 such extension appliication is submitted to the Director and

3 Commissioner not later than 60 days prior to the expiration

4 of said ten-year periond,

5 Any expansion of the unit area pursuant to this section

6 which embraces lands theretofore eliminated pursuant to this

7 subsection 2(e) shail not be considered automatic commitment

8 or recommitment of such lands.

9 3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land

10 committed to this agreement shall constitute land referred to

11 herein as "unitized land" or "1and subject to this agreement."

12 A1l oil and gas in any and all formations of the unitized land

13 are unitized under the terms of this agreement and herein are

14 called "unitized substances.”

15 4., UNIT OPERATOR. GULF OIL CORPORATION is hereby

16 designated as Unit Operator and by signature hereto as Unit |
17 Operator agrees and consents to accept the duties and obligations 3
18 of Unit Operator for the discovery, development and production of f
19 unitized substances as herein provided. Whenever reference is made »
20 herein to the Unit Operator, such reference means the Uni¢ Operator |
21 acting in that capacity and not as an owner of interest in unitized
22 substances, and the term "working interest owner" when used herein
23 shall include or refer to Unit Operator as the owner of a working
24 interest when such an interest is owned by it.
25 5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
26 shall have the right to resign at any time prior to the establish-
27 ment of a participating area or areas hereunder, but such resigna-
28 tion shall not become effective so as to release Unit Operator from
29 the duties and obligations of Unit Operator and terminate Unit
30 Operator's rights as such for a period of 6 months after notice of
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] tntention to resign has been served by Unit Operator on all
working interest owners and the Supervisor, the Commissioner

and the Commissinn, and until all wells then drilled hereunder are
placed in a satisfactory conditon for suspension or abandonment
whichever is required by the Supervisor as to Federal lands and

by the Commission as to Staie and privately owned lands, unless

~N T " & W N

a3 new Unit Operator shall have been selected and approved and

[4]

¢hall have taken aver and assumed the duties and obligattons of

9 Unit Operator prior to the expiration of said period.

10 Unit Operator shall have the right to resign in like manner
1 and subject to like limitations as above provided at any time a

12 participating area established hereunder is in existence, but,

13 in all instances of resignation or removal, until a successor

14 Unit Operator is selected and approved as hereinafter provided,

15 the working interest owners shall be jointly responsible for

16 performance of the duties of Unit Operator, and shall, not later
17 than 30 days befdre such resignation or removal becomes effective,
18 appoint a common agenf to represent them in any action to be taken
19 hereunder.

The resignation of Unit Operator shall not release Unit

n
<O

21 Operator from any liability for any default by it hereunder

22 occurring prior to the effective date of its resignation.

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

4 formance of its duties or obligaticens hereunder, be subject to

25 removal by the same percentage vote of the owners of working

26 interests as nerein provided for the selection of a new Unit

27 Operator. Such remova15sha]].be effective upon notice thereof

28 to the Supervisor and the Commi;sioner.

29 The resignation or removal of Unit Opefator under this agree-
30 ment shkall not terminate its right, fitle or interest as the owner

~
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] of a working interest or other interest in unitized substances, 1
2 tatldbon the resignation or removal of Unit Operator becoming ;
3 effective, such Unit Operator shall deliver posséssion of all ]
4 wells, equipment, materiais and appurtenances used in conducting

5 the unit operations to the new duly qualified successor Unit J
6 Operator or to the common agent, if no such new Unit Operator

7 is elected, to be used for the purpose of conducting unit opera-

8 tions hereunder. Nothing herein shall be construed as authorizing

9 removal of any material, equipment and appurtenances needed for |

10 the preservation of any weils.

11 6. SUCCESSOR UNIT GPERATOR. Whenever the Unit Operator

12 shall tender his or its resignation as Unit Operator or shall be

13 removed as hereinabove provided, or a change of Unit Operator fis

14 negotiated by working interest owners, the owners of the working

15 tnterests in the participating area or areas according to thetir

16 respective acreage interests in such participating area or areas,

17 or, until a participating area shall have been established, the

18 owners of the working interests acccrding to their respective

19 acreage interests in all unitized land, shall by majority vote

20 select a successor Unit Operator: Provided, That, if a majority

21 but lesc than 75 per cent ¢of tne working interests quq]ified to

22 vote are owned by one party to this agreement, a concurring vote

23 of one or more additional working interest owners shall be required

24 to select a new operator. Such selection shall not'bgcone effective

25 until

28 {a) a Unit Operator co selected chall accent in writing the

27 duties and responsibilities of Unit Operator, and

28 (b) the selection shall have been anpnrovad by the Supervisor

29 and the Commissioner.

30 If no successor Unit Operator is selected and qualified as
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hereir provided, the [irector and Commissioner at their election
may declare this unit agreement terminated,

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. 1If
the Unit Operator is not the scle owner of working interest, costs
and expenses incurred by Unit Operator in conducting unit opera-
tions hereunder shall be paid and apportioned among and borne by
the owners c¢f working interests, all in accordance with the agree-
ment or agreements entered into by and between the Unit Operator
and the owners of working interests, vhether one or wore, sepa-
rately or collectively. Any agreement or agreements entered iato
between the working interest owners and the Unit Operator as pro-
vided in this section, whether one or more, are herein referred to
as the "unit operating agreement." Such unit operating agree-
ment shall also provide the manner in which the working interest
owners shall be entitled to receive their respective proportionate
and allocated share of the benefits accruing hereto in conformity f%
with their underlying operating agreements, leases or other ;
independent contracts, and such other rights and obligations as
between Unit Operator and the working interest owners as may be
agreed upon by Unit Operator and the working interest owners; how-
ever, no such unit operating agreement shall be deemed either to
modify any of the terms and conditions of this unit agreement or
to relieve the Unit Operator of any right or obligaticn established
under this unit agreement, and in case of any inconsistency or
conflict between this unit agreement and the unit coperating agree-
ment, this unit agreement shall govern. Three true copies of any ' 1—
unit operating agreement executed pursuant to this section should
be filed with the Supervisor and two true copies with the Commis-
sioner and one true copy with the Commission, p??ér to approval of

this unit agreement.
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8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as
otherwise specifically provided herein, the exciusive right,
privilege, and duty of exercising any and all rights of the
parties hereto which are necessary or convenient for prospecting,
for producing, storing, allocating and distributing the unitized
substances are hereby delegated to and shall be exercised by the
Unit Operator as herein providgd. 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 obiigations of Unit Operator. Nothing herein,
however, shall be consirued 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. MWithin six (6) months after the
effective date hereof, the Unit Operator shall begin to drill an
adequate test well at a location approved by the Supervisor, if on

Federal land,or by the Commissioner if on State Land, or by the Com-

miccion if on fee land, unless on such effective date a well {is being L
drilled conformably with the terms hereof, and thereafter continue

such drilling diligently until all formations of Pennsylvania age have

been tested or until at a lesser depth unitized substances shall be
discovered which can be produced in paying quantities (to wit: quanti
ties sufficient to repay the costs of drilling, completing. and
producing operations, with a reasonable profit) or the Unit Operétdr
shall at any time establish to the satisfaqtion of the Supervisdr
if,locéted on federal lands, or the Commissioner if lpcated on

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

drillingyd? said well would be unwarranted or impracticable, provided

10




g D W N

W ~N O

n
12
13
14
15

-
)

—
“ o«

el
22
23
24
25
26
27
28
29

30

S

C;44 6o¥2

however, that Unit Operator shall not in any event be required

to drill said well to a depth in excess of 15,600 feet. Until the
discovery of a deposit of unitized substances capable of being
produced in paying quantities, the Unit Operator shall continue
drilling one well at a time, allowing not mdre than 6 months be-

; on of one well and the heginning of the next

well, until a well capable of producing unitized substances fin
paying quantities is completed to the satisfaction of said Super-
visor 1f on Federal land, or the Commissioner if on State land,

or the Commission if on fee iand, or until {t is reasonably nroved
that the unitized land is incapable of producing unitized substances
in paying quantities in the formations drilled hereunder. Nothing ;
in this section shall be deemed to limit the right of the Unit
Operator to resign as provided in Section 5 hereof, or as requiring
Unit Operator to commence or continue any drilling during the peried
pending such resignation becoming effective in order to comply with

the requirements of this section. The Supervisor and Commissioner

may modify the drilling requirements of this section by granting
reasonable extensions of time when, in their opinion, suéh action
is warranted. Upon faiiure to commence any weii provided for in
this section within the time allowed, including any extension of
time granted by the Supervisor and the Commissioner, this agreement
will automatically terminate; upon fai1uré to continue drilliing
diligently an; well commenced ‘hereunder, thg Superwvwiscr and Com-
missioner may, after 15 days notice to the Unit Operator, declare
this unit agreement terminated.

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

for the approval of the Supervisor and the Commissioner an

11
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] acceptable plan of development and operation for the unitized

2 land which, when approved by the Supervisor and the Commissioner,
3 shall constitute the further drilling and operating oblfgations

L of the Unit Operator under this agreement for the period specified
‘5 therein. Thereafter, from time to time before the expiration of

56 any existing plan, the Unit QOperator shall submit for the approval
57 of the Supervisor and the Commissioner a plan for an additional
58 specified per{od for the development and operation of the Fnitized
9 lTand.
10 Any plan submitted pursuant to this chtion shall provide for
11 the exploraticn of the unitized area and for the diligent drilling
12 necessary for determination of the area or areas thereof capable
13 of producing unitized substances in paying quantities in each and
14 every productive formation and shall be as complete and adequate
15 as the Supervisor, the Commissioner and Commission may determine
16 to be necessary for timely development and proper conservation of
17 ihe 0il and gas resources of the unitized area and shall:
18 (a) specify the number and locations of any wells ;
19 to be drilled and the proposed order and time for é
20 such drilling; and
21 (b) to the extent practicable, specify the operating
22 practices regarded as necessary and advisable for
23 proper conservation of natural resources.

3 24 Separate plans may be submitted for separate productive zones, (

. 25 subject to the approval of the Supervisor, the Commissioner and

| 26 the Commission.
27 Plans shall be modified or supplemented when necessary to
28 ‘meet changed conditions or to protect the interests of all parties
29 to this agreement. Reasonablie diligence shall be exercised in
10 complying with the obligations of the approved plan of development,

: 12
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The Supervisor and Commissioner are authorized to grant a reason-
able extension of the 6-month period herein prescribed for sub-
mission of an initial plan of development where such action is
Justified because of unusual conditions or circumstances. After
completion hereunder of a well capable of producing any unitized
substances in paying quantities, no further wells, except such as
may be necessary to afford protection against operations not under
this agreement and such as may be specifically approved bj the
Supervisor and the Commissioner, shall be drilled except in
accordance with a plan of development approved as herein provided.
11. PARTICIPATION AFTER DISCOVERY. Upon completion of a
well capable of producing unitized substances in paying quantities
or as soon thereafter as required by the Supervisor and Commissioner,
the Unit Operator shall submit for approval by the Supervisor and
Commissioner a schedule, based on subdivisions of the public land
survey or iliquot parts thereof, of all land then regarded as
reasonably proved to be productive in paying quantities; 211 lands
in said schedule on approval of the\Supe}visor and Commissioner
to constitute a participating area, effective as of the date of
completion of such well or the effective date of this tnit agree-
ment, whichever is later. The acreages of both Federal and non-
Federal lands shall be based upon appropriate computations from
the courses and distances shewn an the last approved public land
survey as of the effective date of each initial participating area.

Said schedule shall also set forth the percentage of unitized sub-

stances to be allocated as herein provided to each tract in the

A R e -

participating ar2a so estabiished, and shall goyern the aliocation

of productionfé Qpancing with the effective date of the participating
area. A separafé participating area shall be established for each

separate pool or deposit of unitized substances or for ahy group

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

2 two or more participating areas so established may be combined

3 fnto one, on approval of the Supervisor and Commissioner. When

4 production from twe or more participating areas, so established,
5 fs subsequently found to be from a common pool or deposit said

6 narticipating areas ¢hall be combined into one effective as of

7 such appropriate date as may be approved or prescribed by the

8 Supervisor and Commissioner. The participating area or aress

g so established shall be revised from time to time, subject to

10 1ike approval, to include additional land then regarded as

il reasonably proved to be productive in paying quantities or

12 necessary for unit operations, or to exclude land then regarded
13 as reasonabiy preved not to be productive in paying quantities

14 and the schedule of allocation percentages shall be revised

15 accordingly. The effective date of any revisions shall be the

16 first day of the month in which is obtained the knowledge or

17 information on which such revision is predicated, provided,

18 however, that a more appropriate effective date may be used {f

19 justified by the Unit Operator and approved by the Supervisor

2o and Commissioner, WNo land shail be exciuded from a participating
21 area on account of depletion of the unitized substances, except
22 that any participating area established under the provisions of
23 this unit agreement shall terminate automatically whenever all
24 completions in the formation on which the participating area {s
25 based are abandonred.
26 It is the intent of this section that a participat1n§ area
27 shall represent the area known or reasonably estimated to be pro-
28 ductive in paying quantities, but, regardless of any revistion
29 of the participating area, nothing herein contained §ha11 be con-
30 strued as requiring any retroactive adjustment for production

14
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1 obtained prior to the effective date of the revision of the

2 participating area.

3 In the absence of agreement 2t any time between the Unit

4 Operator and the Supervisor and Commissioner as to the proper

5 definition or redefinition of a participating area, or until a

6 participating area has, or areas have, been established as pro-

7 vided herein, the portion of all payments affected thereby shall

8 be impounded in a manner mutually acceptable to the owners of

9 working interests and the Supervisor and Commissioner. Royalties
10 due the United States and the State of New Mexico, which shall

11 be determined by the Supervisor for Federal land and the Com-

12  missioner for State land and the amount thereof shall be deposited,
13 as directed by the Supervisor and Commissioner respectively, to

14 be held as unearned money until a participating area is finally

15 approved and then applied as earned or returned in accordance

16 with a determinaticn of the sum due as Federal and State royalty
17 on the basis of such approved participating area.

18 Whenever it is determined, subject to the approval of the

19 Supervisor as to wells drilled on Federal land and of the Com-

20 missioner as to wells drilled on State land, that a wall drillad
21 under this agreement is not capable of production in payingIQU|nt1-
22 tieés and inclusion of the land on which it is sjtuated in a parti-
23 cipating area is unwarranted, produc%ion from such well shall, fbr
24 ~the purposes of settlement among all parties other than'uorking
25 interest owners, be allocated to the land on which the well is

26 located unless such land is already within the participating area
27 established for the pool or deposit from which such production is
28 obtained. Settlement for working 1nte§est benefits from such a
29 well shall be made as provided in the unit operating agreement.
30 12. ALLOCATION OF PRODUCTION. A1l unitized substances

15
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1 produced from each participating area estabiished under this
" 2 agreement, except any part thereof used in conformity with good
%g 3 operating practices within the unitized area for drilling,
%gﬁ 4 operating, camp and other production or development purposes,
5 5 for repressuring or recycling in accordance with a plan of
6 development approved by the Supervisor and Commfssfoner, or
: 7 unavoidably lost, shall be deemed to be produced equally on an
; ) acreage basis from the several tracts of unitized land of the
g 9 participating area established for such prqductiod and, for the
§ 10 purpose of determining any benefits accruing under this agreement,
f N B each such tract of unitized land shall have aliocated to it such
! 12 percentage of said production as the number of acres of such tract
; 13 included ir said participating area bears to the total acres of
; 14 unitized land in said participating area, except that allocation
f 15 - of production hereunder for purposes other than for setfiement
{ 16 .  of the’roya1ty, overriding royalty, or payment out of productioﬁ_
17 obligations of the respective working interest owners, shﬂll be -
18 .  on the basis prescribed in the unit operating agreement whether *
19 in conformity with the basis of allocation herein set forth or | ~%
: 20 stherwice. It is hereby aareed that production 6f unitized sub- i
% 21 stances from a participating area shall be allocated as provided é
; 22 herein regardless of whether any wells are drilled bn any particular :
23 part or tract of said participating area. If any gas produced
24 - from one participating area is used for repressuring or recycling
25 _purposes in another participating area, the first gas uithdrawn>
26 from such last mentioned ﬁariicipatiig area for sale during the
27 1ife of this agreement shall be conisdered to be the gas so trans-
28 ferred until an amount equal to that transferred shall be so pro-
29 duced for sale and such gas shall be allocated to the participating
30 area from which 1hitially produced as such area was last defined

16




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
jnterest in any unitized tand having thereon a regular well loca-
tion may with the approval of the Supervisor as to Federal land,

Mmoo W
vii a9

-de

oo mmd
W opY -

the Commissioner as to State land and the Commiss
vately owned land, at such party's sole risk, cost and expense,
drili a well to test any formation for which a participating area
has not been established or to test any formation for which a
participating area has been established 1f 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 wh'ch 1t 1s situated
may properly be included in a participating area, such participating
area shall be established or enlarged as provided in this agreement
and the well shall thereafter be operated by the Unit Operator in
accordance with the terms of this agreement and the unit operating
agreement.

If any well drilled as aforesaid by a working interest owner.
obtains production in quantities insufficient to justify the {in-
clusion of the land upcn which such well is situated in & partici-
pating area, such wa2ll may be operated and produced by the party
drilling the same subject to the conservation requirements of
this agreement. The royalties in amount or vilue of production
from any such well shall be paid as specified in the underlying

lease and agreements affected.
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1 14. ROYALTY SETTLEMENT. The United States and any State

2 and any royalty owner who is entitled to take in kind a share

3 of the substances now unitized hereunder shall hereaftep be

4 entitled to the right to take in kind its share of the unitized

5 substances, and the Unit Operator, or the working interest owner

6 fn case of the operation of a well by a working interest owner as
7 herein provided for in special cases, shall make delfveries of

8 such royalty share taken in kind in conformity with the annlicable
9 contracts, laws and regulations. Settlement for royalty interest
10 not taken in kind shall be made by working tnterest owners respon-
11 sible therefor under existing contracts, laws and regulations, or
12 by the Unit Operator, or or before the last day of each month for
13 unitized substances produced during the preceding calendar month;
14 provided, however, that nothing herein contatned shall operate to
15 relieve the lessees of any land from their respective lease odlf~
16 gations for the payment of any royalties due under their leases.
17 If gas obtained from lands not subject to this agreement {s
18 introduced into any participating area hereunder, for use fn re-
19 pressuring, stimulation of production, or increasing ultimate

20 recoyery, in conformity with a plan of operations apnroved by the
21 Supervisor, the Commissioner, and Commission. a 1ike amount of gas,
22 after settlement as herein provided for any gas transferred from
23 any other participating area and with appropriate deduction for

24 loss from any cause, may be withdrawn from the formatfon {n which
25 the gas is introduced, royalty free as to dry gas, but noet as tg
26 any products which may be extracted therefrom; proyided that such
27 withdrawal shall be at such time as may be prayjqded in the approved
28 plan of operations or as may otherwise be conseﬁted,to by the

29 Supervisor, the Commissioner and Commission as conforming to good
30 petroleum engiﬁeering practice; and provided further, that such

3
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] right of withdrawal shall terminate on the termination of this
2 unit agreement.
3 Royalty due the United States sh2!l be computed as provided
4 in the operating regulations and paid in value or delivered in
5 kind as to all unitized substances on tho basis of the amounts
} & thereof allocated to unitized Federal land as provided herein at ?
g 7 the rate specified in the respective Federal leases, or at such
8 jower vate OF Tates as may be authorized by law or vegulationg
9 provided, that for leases on which the royalty rate depends on
10 the dafly average production per well, said average production
11 shall be determined in accordance with the operating regulations
12 as though each participating area were a single consolidated lease.
13 Royalty due on account of State lénds shall be computed and
14 paid on the basis of all unitized substances allocated to such
15 lands. ‘
1 e 15. RENTAL SETTLEMENT. Rental or minimum royalties due on
17 leases committed hereto shall be paid by working interest owners
18 . responsible therefdr under existing contracts, laws and regula-
19 tions, provided that nothing herein contained shall operate to
FAv reiieve the iTessees of any iand from thelr respective lease obli-
21 gations for the payment of any rental or minimum royalty due under
22 their leases. Rental or minimum royalty for lands of thg United
- 23 States subject to this agreement shall be paid at the rﬁfe specified
24 in the respective leases from the United States unless such rental
25 or minimum royalty is waived, suspended or reduced by law or by
26 approval of the Secretary or his duly authorized representative,
27 Rentals on State of New Mexico lands subject to this agree- .
28 ment shall be paid at the rates specified in the respective leases,
29 With respect to any lease on non-Federal land containing pro-
30 visions which would terminate such lease unTess drf111ng operations
19
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are commenced upon the land covered thereby within the time
therein specified or rentals are paid for the privilege of
deferring such drilling operations, the rentals required thereby
shall, notwithstanding any other provisfons of this agreement,

be deemed to accrue and become payable during the term thereof

as extended by this agreement and untii the required driliing
operations are commenced upon the land covered thereby or unttl
some portion of such iand is included with a participating area.

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

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

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

to conform said requirements to the provisions of this agreement,

20
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1 and, without 1imiting the generality of the foregring, all Ieases;

2 subleases, and contracts are particutarly modified in accordance

3 with the following:

4 (a) The development and operation of lands subject to this

5 agreement under the t:rms hereof shall be deemed full per-

6 formance of all obligations for development and operation

7 with respect to each and every separately owned tract subject

8 to'this agreement, regardiess of whether there is any develop-

9 ment of any particulakltract of the unit area.

10 (b) Drilling and producing operations performed hereunder

11 upon any tract of unitized land will be accepted and deemed

12 to be performed upon and for the benefit of each and every

13 tract of unitized land, and no lease shall be deemed to

14 expire by reason of failure to drill or produce wells situatad ‘
15 on the land therein embraced. ;
16 {(c) Suspension of drilling or producing operations on all

17 unitized lands pursuant to direction o6r consent of the
18 Secretary and Commissioner or their duly authorized repre-

19 sentatives shall be deemed to constitute such suspension “
20 pursuant to such dfrection or consent as to each and avery :
21 tract of unitized land. A suspension of drilling or producing
22 operations limited to specified lands shall be applicable

23 only to such lands.

24 (d) Each lease, sublease or contract relat1ng-to the ex-

25 ploration, drilling, development or operation for oil or

26 gas of lands other than those of the United States or State

27 of New Mexico committed to this -greement, which by its

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

30 therein so that it shall be continued in full force and

21
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1 effect for and during the term of this agreement.

2 (e) Any Federal lease for a fixed term of twenty (20)

3 years or any renewal thereof or any part of such lease

4 which is made subject to this agreement shall continue

5 in force beyond the term provided thérein until the ter-

6 mination hereof. Any other Federal lease committed hereto
7 shall continue in force beyond the term so provided therein
8 or by law as to the land committed so long as such lease

9 remains subject hereto, provided that production is had

0 in paying quantities under this unit agreement prior to

11 the expiration date of the term of such lease, or in the

12 event actual drilling operations are commenced on unitized
13 lands, in accordance with the proyisions of this agreement,
14 prior to the end of the primary term of such lease and are
15 _ being diiigently prosecuted at that time, such lease shall
16 be extended for two years and so long thereafter as oil or
17 gas is produced in paying quantities in accordance with the
18 provisions of the Mineral Léasing Act Revisfon of 1960.

19 (f) Each sublcase or contract relating to the operation

20 and development of unitized substances from JTands of the

21 United States committed to this agreement, which by its

22 terms would expire prior to the time at which the underlying
23 Tease, as extended by the immediately preceding paragraph,
24 will expire, is hereby extended beyond any such term so

25 provided therein so that it shall be continued in full

° force and effect for and during the tevm of the underiying
27 lease as such term is hérein extended,
28 {(g) Any lease embracing lands of the State of New Mexico
29 which is made subject to this agreement, shall continue
30 in force beyond the term provided therein as to the lands
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1 committed hereto until the termination hereof, subject to

2 the provisions of subsection (e) of Section 2 and sub-

3 section (1) of this Section 18.

4 (h) The segregation of any Federal lease committed to

5 this agreement is governed by the follgwing provisions 1in

6 the fourth paragraph of Sec. 17(i) of the Mineral Leasing

? Act, as amended by the Act of 5September 2, 1960 (74 Stat.

8 781-784): "Any (Federal) lease heretofore or hereafter

9 committed to any such (unit) p]ah embracing lands that

10 are in part within and in part outside of the area covered
1 by any such plan shall be segregated into separate leases
12 as to the lands committed and the lands not committed as

13 of the effective date of unitization: Provided, however,
14 That any such lease as to the nonunitized portion shall

15 continue in force and effect for the term thereof but for
16 ‘not less than two years from the date of such segregation
17 and so long thereafter as oil or gas is produced in paying
18 quantities.”

19 (i) Any lease embracing lands of the State of New Mexico
20 having only a portion of its lands committed hereto, shall
21 be segregated as to the portion committed and the portion
22 not committed, and the provisions of such lease shall apply
23 separately to such segregated portions commencing as of the

- 24 effective date hereof;.provided, however, notwithstanding

25 any of the provisions of this agreement to the contrary, any
26 lease embracing lands of the State of New Mexico having only
27 a portion of its lands committed hereto shall continue in
28 full force and effect beyond the term provided therein as
29 to all lands embraced in such Tease, i€ o0il1 or gas 1s dic-
30 covered and is capable of being produced in paying quantities

23
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1 from some part of the lands embraced in such lease st
e the expiration of the secondary term of such lease; or
3 if, at the expiration of the secondary term, the lessee
4 or Unit Operator is then engaged in bona fide drilling
5 or reworking operations o7 some part of the lands embraced
6 in such lease, the same, as to all lands embraced therein
7 shall remain in full force and effect so long as such opera-
8 tions are being diligently prosecuted, and if they resuit
!9 in the production of oil or gas, said lease shall continue
10 in full force and effect as to all of the lands embraced
11 therein, so long thereafter as oil or gas in paying quantities
12 {s being produced from any portion of said lands. ;
13 (j) Any lease, other than a Federal lease, having only a
. . 14 portion of its lands committed hereto shall be segregated
15 as to the portion committed and the portion not committed,
16 - and the provistons of such lease shall apply separately to
17 such segregated portions commencing as of the effective date
18 hereof. In the event‘any such lease provides for & lump sum
19 rental payment, such payment shall be prorated between the
20 portions so segregated in proportion to the acreage of the
21 _ respective tracts.
22 19. COVENANTS RUN WITH LAND. The covenants herein shall be
23 construed to be covenants running with the tand with respect to
24 the interest of the parties hereto and their successors in interest
25 until this agreement terminates, and any grant, transfer, or con-
26 veyvance of interest in land or leases subject hereto shall be and
27 hereby is conditioned upon the assumption of all priviléges and
28 obligations hereunder by the grantee, transferee or other successor
29 in interest. No assignment or traznsfer of any working interest,
30 royalty, or other interest subject iereto Sha]l be binding upon

24
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1 Unit Operator until the first day of the calendar month after
2 Unit Operator is furnished with the original, photostatic, or
3 certified copy of the instrument of transfer,
4 20. EFFECTIVE DATE AND TERM. This agreement shall become
: 5 effective upon approval by the Secretary and Commissioner, or
6 their duly authorized representatives and shall terminate five
7 (5) years from said effective date uniess:
8 (a) such date of expiration is extended by the Director
9 and Commissioner, or
%10 (b) 14t is reasonably determinad prior to the expiration of
jll the fixed term or any extension tnereof that the unitized
‘12 land is incapable of production of unitized substances 1in "

‘13 paying quantities in the formations tested hereunder and
%14 after notice of intention to terminate the agreement on
115 such ground is given by the Unit Operator to all parties in

16 interest at their last known addresses, the agreement is

17 terminated with the approval of the SuperVisor and the

18 Commissioner, or

19 {c) a valqable discovery of unitized substances has been
20 made or accepted on unitized land during said initial term
21 or any extension thereof, in which event the agreement shall
22 remain in effect for such term and so long as unitized sub-

23 stances can be produced in quantities sufficient to pay for
124 the cost of producing same from wells on unitized land within
125 | any participating area established hereundéer and, should
%26 production cease, so long thereafter as diligent operations

27 are in progress for the restoration of production or discovery
28 of new production and so long thereafter as unitized sub-

;29 stances so discovered can be produced as aforesaid, or
?30 (d) 1t is terminated as heretofore provided in this agreement,

25
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This agreement may be terminated at any time by not less than

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

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 stuch quantiiy and rate is not fixed
pursuant to Federal or State law or does not conform to any state-
wide voluntary consérvation or allocation program, which is estab-
lished, recognized and generally adhered to by the majority of
operators in such State, such authority being hereby limited to
alteration or modification in the public interest, the pdrpose
thereof and the public interest to be served thereby to be stated
in the order of alteration or modification. Without regard to
the foregoing, the Director is also hereby vested with authority
to alter or modify from time to time in his discretion the rate
of prospecting and development and the quantity and rate of pro-
duction under this agreement when such alteration or modification
is in the interest of attaining the conservation objectives stated

~in this agreement and is not in viclation of any applicable Federal
or State law; provided, further, that no such alteration or modi-
fication shall be effective as to any land of the State of New
Mexico, as to the rate of prospecting and developing fn 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 ag.cement as to the quantity and rate of production

in the absence of specific wrftten approval thereof by the

Commission.

26
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Powers in this section vested in the Director shall only be
exercised after notice to Unit Operator and opportunity for hearing
to be held not less than 15 days from notice.

22. CONFLICT OF SUPERVISON. Neither the Unit Qperator nor
the working finterett owners ncr any of them shall be subject to
any forfeiture, termination or expiration of any-r1ghts hereunder
or under any leases or contracts subject hereto, or to any penalty
or 1iability on account of delay or failure in whole or in part
to comply with anj applicable provision thereof to the extent that
the Unit Operator, working interest owners or any of them are hine-
dered, delayed or prevented from complying therewith by reason of
failure of the Unit Operator to obtain in the exercise of due
diligerice, the concurrence of proper representatives of the United
States and proper representatives of the State of New Mexico in
and about any matters of things concerning which it is required
herein that such concurrence be obtained. The parties hereto,
including the Cemnission, agree that all powers and authority
vested in the Commission in and by any provisions of this agree-
ment are vested in the Commission and shal) be exercised by it

pursuant to the provisions of the laws of the State of New Mexico

or hereafter be provided by the laws of the State of New Mexico.
23. APPEARANCES. Unit Onerator 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 abponli
from orders issued under the regulations of said Department, the '
Commissibn‘or COmmiésfoner or to apply for relief from ény of said

regulations or in any proceedings relative to operations before

27
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the Department of the Interior, the Commissioner, or Commission,
or any other legally constituted authority; provided, however,
that any other interested party shall also have the right at hfs
owrn expense to be heard in any such proceeding.

24, NOTICES. A1l notices, demands or statements required
hereunder to be given or rendered to the parties herato thall he
deemed fully given if given in writing and personally deljvered
to the party or sent by postp&id registered or certified mail,
addressed to such party or parties at their respective addresses
set forth in connection with the signatures hereto o~ to the
ratification or consent hereof or to such other address as any
such party may have furnished in writing to party sending the
notice, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS. HNothing in this agreement

.contained shall be construed as a waiver by any party hereto of

the right to assert any legal or constitutional right or defense

as to the validity or invalidity of any law of the State wherein
said unitized lands are located, or of the United States, or regu-
lations issued thereunder in any way affecting such party, or as

a waiver by any such party of any right bevond hic or its authgrity
to waive.

26. UNAVOIDABLE DELAY. A1l obligations under this agreement
requiring the Unit Operator to commence or continue drilling or te
operate on or produce unitized substances from any of the lands
covered by this agreement chall be suspended while the Unit Opera-
tor

doaen
“GOP

. ite the exercise of due care and diligence, is prevenied
from complying with such obligations, in whole or in part, by
strikes, acts of God, Federal, State or municipal law or agencies,
unavoidable accidents, uncontroliable delays in transportation,

inability: to obtain necessary materials in open market, or other

28
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1 matters beyond the reascnabie control of the Unit Operator

2 whether similar to matters b« -ein enumerated or not. No unit
K| obligation which is suspenci:t under this section shall become
4 due less than thirty (30) . ; after it has been determined

5 that the suspension is no i~ gev applicable. Determination of
£ creditahle “lUnavaidable Lel. " time shall be made by the Unit

7 Operator subject to approva! of the Supervisor and Commissioner,

8 27. NONDISCRIMINATION. 1In corinection with the performance
9 of work under this agreement, the operator agrees to comply with

0 all of the provisions of section 202 (1) to (7) inclusive of

11 Executive Qrder 11246 (30 F.R. 12319)gai€¥‘gade:re hereby incor-
12 perat:d by reference in this agreement.

13 28, LOSS OF TITLE. 1In the event title to any tract of

14 unitized land shall fail and the true owner cannot be induced to
15 join in this unit agreement, such tract shail be automatically
16 regarded as not committed hereto and there shall be such readjust-
17 ment of future’costs and benefits as may be required on account
18 of the loss of such title. In the event of a dispute as to title
9 to any royalty, working inteifst or other interests subject

¢ theveto, payment or delivery on account thereof may be withheld

ithout 1iability for interest until the dispute is finally settled;

B

22 provided, that, as to Federal and State land or leases, no payments
23 of funds due the United States or State of New Mexico should be

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

25 as directed by the Supervisor and such funds of the State of New

26 Mexico shall be deposited as directed by the Commissicner to be

27 held as unearned money pending final settiement of the title dis-

28 pute, and then applied as earned or returned in accordance with
29 such final settiement.

30 Unit Operator as such is relieved from any responsibility for

29
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1 any defect or failure of any title hereunder,

2 29. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of

3 any substantial interest in a tract within the unit area fails

4 or refuses to subscribe or consent to this agreement, the owner

5 of the working interest in to:t tract may withdraw said tract |
) from this agreement by written notice deiivered to the Supervisor 5
7 and the Commmissioner and the Unit Operator prior to the approval |
£ of this agreement by the Supervisor and Commissioner. Any ofl

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

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

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

12 scribing or consenting to this aqgreement, and, if the intzrest

13 ts 2 working interest., by the owner of such interest also sub-

i scribing to the unit operating agreement. After operations are

5 commenced hereunder, the right of subsequent joinder, as provided

16 in this section, by a working interest owner is subject to such

17 requirements or approvals, if any, pertaining to such joinder,

18 as may be brovided fer in the unit operating agreement., After

19 final approval hereof, joinder by 2 non-working interest owner

20 must be consented to in writing by the working interest owner

27 committed hereto and responsible for the payment of any benefits

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

23 A non-working interest may not be committed to this unit agree-

24 ment urless the correspénding working interest is committed hereto.

25 Joinder to the unit agreement by a working interest owner, at any
20 time, must be accompanied by appropriate joinder to the iUnit Operat-

27 ing agreement, if more than one committed working interest owner

28 is involved, in order for the interest to be regarded as committed
29 to this unit agreement. Except as may ctherwise her.in be provided,
30 subsequent joinder: to this agreement>sha11 be effective as of the

30
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first day of the month following the filing with the Superyisor

1
2 and tiie Commissioner of duly executed counterparts of all or any
3 papers necessary to establish effective commitment of any tract
4 to this agreement unle-s objection to such joinder {s duly made
5 within 60 days by the Supervisor, provided, however, that as to
6 State lands all suhseauent jainders must ha annraved hy the
7 Commissioner.
8 30. COUNTERPARTS. ‘'his agreement may be executed in any
9 number of cdunteroarts no one of which needs to be executed by j
10 all parties or mav ne 37" ““z2 or consented to by separate instru- 1
1 ment in writine <ver w437y ~eferring hereto and shall be binding
12 upon all those parties who have executed such a counterpart, rati-
13 fication, or couseas ¢t w1tk the zame force and effect as 1f
14 all such parties had signed the same document and regardless of
15 whether or not it ic crecuted by all other parties owning or
16 c¢laiming an interest ir *rc lands within the above described unit
17 area. ‘ j
18 31, BUREAU OF LAND MANAGEMENT SPECIAL STIPULATIONS, Nothin' A
in this agreement shall modify or change any special federal stipula
19 tion relating to surface management, surface disturbances, or cultural
resources attached to and made a part of any oil and gas lease cover-
20 ing lande within the unit area, :
21
22
23 . e
‘ _ S s
24 IN WITNESS WHEREQF, the parties hereto have caused this agree-
25 ment to be executed and have set opposite their respective names the
o | date of execution.
UNIT OPERATQR AND WORKING INTEREST OWKER
DATE: __ GULF OIL CORPORATION
Address:_ P, 0. Box 1150 By ‘ >
Midland. Texas 79702 orney-in-Fact
,
ATTEST: “AS
@%MA&Q - Eom

Assistant Secretary Ly, odft-.
31
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Tract Numbers

‘ i. iNM 10283-A
2. NM 13427
3. NM 14337
4. NM 1450}
5. NM 14802
6. NM 15039
7. NM 15456
8. NM (7604
9. NM 18856
10. NM 19208
. NM 19454
12. NMm 22097
13. B-1040
14. L-347

15, L-439

16, L-2497
(7. L-4888
18. LG-323I
19. Guif
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Exhibit A
SAND WELL UNIT
LEA COUNTY, NEW MEXICO
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Unit Area Outline
Federal Lands, 1922.60Ac.
50.0297% Unit Area

Stote Lands, 1800.32 Ac.
46.8477% Unit Area

Fee (Patent) Lands, 120 Ac.
3.1226% Urit Area
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EXHIBIT "A"

SAND WELL FEDERAL WORKING INTEREST UNIT

UNIT AREA DESCRIPTION

T-23-5, R-35-E, N.M.P.M.

Section 3: AN
Section 4: Al
Section 2: All
Section 10: AN
Section 15: AN
Section 16: All

Containing 3842.92 acres, more or iess, Lea County, New Mexico.
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EXHIBIT "B"
SCHEDULE OF LANDS AND LEASES
SAND WELL FEDERAL WORKING INTEREST UNIT

LEA COUNTY, NEW MEXICO

Serfal No. and  Basic Royalty Lessee of Record Overriding Royalty Working Interest
Tract No. Description Acres Expiration Date and Percentage and Percentage and Percentage and Percentage
1 7-23-S, R-35-E Stan F. Walisaek et ux,
Sec 3: Lots T, 2, S/2 NE/4, 220.91 NM-10283-A 12.5% Gulf 0il1 Corporation Jane M. Walisrek Gulf 0i1 Corp.
SE/4 9-1-79 U.S.A. 100% 5% 100%
? me%. xwww-mgs Union 011 Co.
Sec 15: N/2 NE/A NM-13427 i2.5% Union 0i1 Co. of California of California
N/2 NV /4 240.90 4-1-81 U.S.A, 100% William B. Kidd- 5% 100%
3 7-23-S, R-35-
Sec 3: st 5, SE/4 My4 NM-14337 12.5% s, Jack C. Fraser Mrs. Jack C. Fraser
32.39  9-1-81 U.S A, 100% None 100%
4 T-23-5, © 25-F
Sec 10: 5.7 "wE/2, /4 NM-14501 12.5% Superior Qi1 Company W. M, Smith Superior Qi1 Co.
SW/a. SE/1 5w/ 160,00 12-1-8} U.S.A. 100% 5% 100%
5 T-23-S, R-35-E NM-14802 12.5% BTA Qi1 Producers D. .. Simasko BTA 011 Producers
Sec 10: N/2 Ne/4 80.00 2-1-82 U.S.A. 100% 20% of 4% 100%
John M. Hawes
80% of 4%
6 T-23-S, R-35-E NM-15039 12.5% Gulf 011 Corporation Dorothy Langl 0i1 C
Sec 3: Lot 4, SW/4 NW/4 80,34 3-1-82 U.S.A, 100% porat! 5% oHl angley mmwm o
7 T-23-S, R-35-F NM-15456 12.5% Union 011 Co. of California J.C. Head Union 0il1 Co. of
Sec 10: W/2 SE/4 - Calif,
80.00 4-1-82 U.S.A, 100% 5% 100%
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B 7-23-3, R-35-F
Sec 10: RE/F Sw/4,

- EXHIBIT “B* - page 2 :

Sand Well Federal Working Interest Unit

NM-17604 12.5% Gulf 041 Corporation Cleo C. Ainsworth Gulf 011 Corp.
SW/4 SW/4 80.00 3-1-83 U.S.A. 100% 5% 100X
9 T-23S, R-35-E /1 _
Sec 3: N/ZSW .
. _ NM-18856 12,5% Aztec 011 & Gas Co. Obie P, Leonard. .  .Aztec 038G Co.
veo 19t S/ZNE/, /2 Wy 240,00 gMTES U.S.A. T00% © 6.25% - Moo
10 v T-23-S, R-35-F _
Sec ¥ Lots 2, 3, 4. NM-19208 12.5% Gulf 011 Corporation Beulah E. .Grear- 4%% Gulf 011 Corp. -
Sec 10: Nw/4 280.96 10-1-83 U.S.A, 100% . J. Paul Reynolds- % doou.
n 7-235, R-35-f NM-19454 12.5% BTA 011 Producers Marshall R. Perkins BTA Producers
Sec 10: E/Z SE/ 80.00 11-1-83 U.S.A. 100% 5% | 100%
12 7-23-S, R-35-E Josephine McSweeney
Sec 15: SW/3 SE/a, NM-22097 12.5% Exion Company, U.S.A. Henry R, Keller Exxon Co., U.S.A.
SW/4 200,00 9-1-84 U.S.A. 100% T. E. Tomlinson . . 100%
5% Undivided
TOTAL: 1922.60 Acres Federal Lands, 50.0297% of the Unit Area, | - v
13 T-23-S, R-35-F B-1040 12.5% Amerada Hess Corporation None K mo.oox-»>ammumn rmmu Corp.
. Sec 16: E/Z SE/4 80.00 HBP State of N.M, 100% -+ 7 3T.14%--Bass Enterprises
. Prod. Co, - .
12.57%-=Sun 011 Company -
3 » 6.29%--Amyco Prod. Co.
14 - 1-23-5, R-35-F
Sec 4 877 L-347 12.5% Gulf 011 Corporation None Gulf 011 Corp.
Sec 9: NE/4 NE/4 360.00 10-17-77 State of N.M. 100% : 100%
15 L-439 12,.5% Gulf 011 Corporation Nona Gulf 011 Corp.
400,00 11-21-77 State of N.M. 100% 100%
16 7-23-S, R-35-F .
. Sec U: §/2 L-2497 12,5% Gulf 011 Corporation None Gulf 011 Corp.

K Sec 16: NE/4 480,00 2-18-79

State of N.M,

100% 100%
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EXHIBIT "B" -~ Page 3
Sand Well Federal Werking Interest Unit

L-4888 12.5% Mesa Petroleum Co. None Mesia Petro. Co.
SE/4 zm\a 280.00 9-15-80 State of N.M, 100% 100%
18 7-23-S, R-35-E LG-3231 12.5% Gulf 011 Corporation None Gulf¥ 0i1 Corp.
Sec 4. Lot I, S/2 N/f2 200.32 12-1-85 State of N.M, 100% 100%
TOTAL: 1800.32 Acres State Lands 46.8477% of the Unit Area |
i9 7-23-S, R-25- m . |
Sec 15: EJ2 5t/4 Gulf-Fee 13.75% Gulf 0i1 Corporation Mone Gulf Qi1 Corp. |
NW/ - u 20,00 RL20-7¢ Hugn Ward - 5748 50%;0pen: 50% A 50%; Open: 50%

3-29~75

Ophielia W. Ratliff - 5/48
Veluic M. Kerr - 2/48

Roge M, Fulfer - 4/43
Halen Linder - 5/132

Ruby Dell Bulger - 5/192
Virginia McCarthy - 5/384
Cynthia Poulin - 5/384
Ethel Lee Klingman - 5/384

‘E. L. Bauey - 5/28

J. L. Crump estate - 1/4

Mache Gordon Riley - 3/64

Betty Moran Rice and Mary Gertrude Moran Fagan - 31/256

Phillip C. Hayes - 1/160

L. A, Griffith - 1/640 ,

Elizabeth Rittenhouse Lamb - 85% of 1/16 Virginia Priddy - 6.35% of 1/128

Gertrude A. Webster - 15% of 1/16 George W.de Viaming - 6.35% of 1/128
Fred K. Haskell - 1/256 Rex de Vlaming - 6.35% of 1/128
Archy Elkins - 30.97% of 1/128 George Kerby -~ 19.06% of .1/128

Wm. C. C. Chambless - 19.06% of 1/128 Guila Kerby - 5.93% of 1/128

Georgia K. Clingenpecl - 5.93% of 1/128.

TOTAL FEE LANDS:

120,00 Acres, 3.1226% of Unit Area

e e AR w7t by v
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EXHIBIT “B" - Page 4
Sand Well Federal Working Interest Unit

N,

FEDERAL LANDS
STATE LANDS
FEE LANDS

s

(GTAL

RECAPITULATION

1922.60 Acres
1800.32 Acres
120.00 Acres

3642.32 Acres

50.0297% of Unit Area
46.8477% of Unit Area
3.1226% of Unit Area

100.0000%
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LEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONMSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

-

ORDER OF THE COMMISSION
BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
November 16 , 19677, at Santa Fe, New Mexico, before Examiner
Richard L. Stamets.

NOW, on this day of November , 19§7 , the Commission,
a guorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

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

(2) That the applicant, Gulf Oil Corporation .

seeks approval of the Sand Well Unit Agreement
State,

covering _ 3843.J%  acres, more or less, of Federal lands
and Fee

described as follows:

LEA COUNTY, NEW MEXICO
TOWNSHIP 23 5 , RAKGE 35 F , NMPM
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(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 ____ Sand Well . Unit Agreement
is herxedby approved. i

(2) That the plan contained in s2id unit agreement for the
deveiopment and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall 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 developmer.: of any ‘i
lands committed to the unit and production of o0il 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 subseguent joinder by any party or expansion or contraction of
arsa, the unit operator shall Tile with the Commission
within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or
ratified.

Eha ssond e
WAATS  WASA A

(4) That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Pubiic Lands for the
State of New Maxico and the D;:_rgc-_r of tha nited Statas Cenlogi-
cal Survey; that this order shall terminate ipso facte upon the
termination of said unit agreement; and that the last unit opera-
tor shall notify the Coﬁission immediately in writing of such
termination.

(5) That jurisdictiion 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.
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