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DEFORE THE OIL CONSERVATION COMMISSTON
58 OF THE STATE OF MN&W MEXICO
‘%:' - ’ , : IN THE ¥ATTER OF THE HEARING
%k - CALLED BY THE OIL CONSERVATION
i COMMISSION OF NEW MEXICO FOR
v THE PURPOSE OF CONSIDERING:
i CASE NO. _J
e ORDER NO. R -/ &/
N
r ; e : THE APPLICATION OF SHELL OIL COMPANY ;
: FOR APPROVAL OF THE REEVES UNIT AGREEMENT
; EMBRACING 2,540.48 ACRES IN IEA COUNTY,
: NEW MEXICO, WITHIN TOWNSHIPS 18 AND 19
o H SOUTH, RANGES 35 AND 36 EAST, NMPM
o ORDER OF THE COMMISSION
- BY THE COMMISSION: -
ﬁ% This cause came on for hearing'at _fl)o'clock a.m, on May 27, 1952,
o i at Santa Fe, New Mexico, before the 0il Conservation Commission of New Mexico,
X 2 -, hereinafter referred to as the "Commission."
NOW, on this the 2% day of % 1952, the Comnission, a quorum
Y ‘ : . being present, having before it for conside€dtion the testimony adduced ‘the
¥ K : hearing of said case and being fully advised in.the premises, .
. ; FINDS:
3 (1) That due public notice having been given as required by law, the
5 Commission has jurisdiction of this cause and the sub;ect matter thereof.,
. ‘ (2) That the proposed unit plan will in principle tend to promote

the conservation of o0il and gas and the prevention of waste,

IT IS THEREFORE ORDERED:

: : SECTION 1. That this order shall be known as the %

REEVES UNIT AGRERMENT ORDER

‘i SECTION 2. (a) That the project h:rein referred to shall be known
as the Reeves Unit Agreement, and shall hereai‘er be referred to as the "Froject'.

- (b) That the plan by which the Project shall be operated
f shall be embraced in the form of a unit agreement for the development and opera-
i j tion of the Reeves Unit Area referred to in the Petitioner's petition and filed
with said petition, and such plan shall be known as the Reeves Unit Agreement
Plan. :

SECTION 3. That the Reeves Unit Agreement Plan shall be, and hereby
is, approved in principle as a propsr conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit agreement this
approval shall not be considered as waiving or relingquishing in any manner any
right, duties or obligations which are now, or may hereafter, be vested in the



New Mexico 0il Conservation Comnission by law relative to the supervision and
control of operations for exploration and development of any lands commitied

%o said Reeves Unit Agreement, or relative to the production of oil or gas

therefrom,
SECTION ke (a) That the Unit Area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

Twp. 18 S., Rge. 35 B,
Sec. 25: SE/u
Sec. 36: E/f2

Twp. 19 S., Rge. 35 E.
Sec. 1: NE/L

Twp. 18 S., Rge. 36 E,

Sec. 30: 5/2
Sec. 29: Sw/h
Sec. 313 All

Sec. 32: W/2

Twp. 19 S., Rge. 36 E.
Sec., 63 N/2 .
Sec. 5: NW/L

Total unit area: 2,5L0.48 acres, more or less.
‘(b) The unit area may be enlarged as provided in said Plan.
, SECTION 5. That the unit operator shall file with the Commission an
executed original or executed counterpart of the Reeves Unit Agreement within

30 days after the effective date thereof.

SECTION 6. That any party owning rights in the unitized substances
who does not commit such rights to said unit agreement before the effective

‘date thereof may thereafter become a party thereto by subscribing to such

agreement or counterpart thereof, or by ratifying the same. The unit operator
shall file with the Commission within 30 days an original of any such counter-
part or ratification.

SECTION 7. That this order shall become effective upon approval of
said unit agreement by the Commissioner of Public Lands of the State of New
Mexico and shall terminate ipso facto upon the termination of said unit agres-
ment. Tne last unit operator shall 1mmedlately notify the Commissioner in
writing of such termination.

DONE at Santa Fe, New Mexico, on the day and year hereinabove designatéd.

STATE OF NEW MEXICO o
OIL CONSERVATION COMMISSION

D/ o N

EOWIN L. MECHEU Chairman

s -
GUY SHEPAR), Member

//




NOTICZ OF PUBLICATION o ST e

STATE OF NEW MEXIGO R R

OIL, CONSFRVATION COMMISSION i IER A

SANTA FE = NEW MEXTCO D\ W
TR R

The State of New Mexico by its (Oil Conservation Commissicn horeby gives
notice pursuant o law and the rulead and regulations of @aid Comuisaion
promulgated thereunder of the following special hearing %o be held at

9 aems on Koy 27, 1952, at Mabry Hall, State Capitel, in the Oity of Santa
Ye, Xaw Mexico.

STATE OF NEW NEXICO TOt
All named partises and persons having
- sny right, title, interest or clain
in the £ case, and notice %o
the publis. .

GABE 3741
" In the matter of the application of Shell Oil Company for appreval

-of & mit agreement for the development of the stipulated Reeves Unit Area

embrasing 2540.48 asres of land, more or less, in Lea Comty, New Mexies,
a8 deseribed:

MEW MEXICO PRINCIPAL MERIDIAN

7 South Bast
on 25 BR/4;

Seotion 3%: B

T 19 S 2 Bast

Bty i taane 23 Rt

T 18 3]

: - 4
Section 30: 8/2s
Bection 313 Al1)
Section 321 W/2
T p Y

s ;
Section 63 X/2

OIVEN under the seal of the 011 Coaservation Commission of Hew
Mexioo at Santa Fe, Hew Mexico, this 13th day of May, 1952.

STATR OF NEW MEXI0O
OIL GOMSERVATION COMMISSION

R. Re SPURRIER, SEORETARY
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ts il Conservation Commission hMereby gives
notice pureusat v law and the rules and regulations of seid Commission
promulgated thoreunder of the following spedial hearing to be held at
9 a.ns om May 27, 1952, at Mabry Hall, State Capital, in the Gity of Samta

; OF NEW MSXICO TO3

the £ notice to
the piblis, '
SAZK 2741 |
In the mtter of the application of Shwll 0Ll Company for approvel
of & mit for the development of the stipulated Reoves Unit Ares

South Kast,
. t S/}
Sectioen 36: E '
i 19 &w‘ wt
% Ii .7/ 4 v
18

'
Section 30: 8/2)
Bection 211 Allj
Seotion 32: W/2
T p{

] 3
Section 63 ¥

OIVER under the seal of the 011 Conservation Commission of New
Haxico ab Santa Fe, New lexico, this 13th day of May, 1952.

STATE OF NeW MIXICO
OIL CONSERVATION COMMYSIION

R. R. SPURRTER, SEORZTARY
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OIL CONSERVATION COMMISS,ON
P. O. BOX 871
SANTA FE, NEW MEXICO

May 6, 1952

Mr. Richard L. Hughston
Shell Oil Company
Midland, Texas

Dear Mr. Hughston:

This will acknowledge your letter of May 5 with enclosed
application for hearing.

According to our own policy, we do not hear a case until
the application has been filed 30 days. We are therefore cetting
your case for Junes 6 and will send you copy of the o!ﬁchl notice
whca it is drawn. ‘

Very truly yours,

RRS: W Secretary and Director
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SHELL OIL COMPANY

MIDLAND AREA

MAILING ADDRESS GENZRAL.OFFICES
P. 0. BOX 1509 PETROLEUM BUILDING
MIDLAND, TEXAS MIDLAND, TEXAS

May 5, 1952 0
FRYATION CRIAMISSION

"m AR S S ﬁ
it |

AIR MAIL - SPECTAL DELIVERY | CLompy 6 1952 *ﬂ

New Maxico 0il Conservation Comnission
Santa Fe, New Mexico

Gentlemen:

Herewith we encloss two copies of application by Shsll 0il Company
for 'an order approving a unit agreement covering certain lands in and around
Section 31, Township 18 South, Range 36 East, which lands we have designated
as the Reeves Urit Area. Kindly file the application and advise us when you
shall have done so, using the enclosed stamped and addressed envelope and
issue notices thereon promptly and see if possible that the notices are pub-
lished in time for the matfer to be heard at your mesting on May 20. The
expediting of this matter so that it can be heard on May 20 is of real impor-
tance for the reason that one of the leases in the area affected by the unit
agreement will expire on June i0, 1952, and in order to protect that lsase,
provision is made in the unit agreement for the beginning of a test well not
later than June 9, 1952, in the event approval of the unit agreement can be
obtained.

Thanking you in advance for your expediting the matter in every way
possible, we are

Very truly yours,

SHELL OIL COMPANY

RLH sMK ;
cct Land Department
¥idland, Texas
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Cctober 19, 1956

 Shell 01l Co. -, / /
P. O. Box 845 //./ o ///

"Roswell, New Mexico

Re: Termination Date of
Reeves Unit Agreement,
Les éoun!&, New Mexico
Attentions Mr. R. A. Clarke
Land Department

Gcntlcn@n:

In reference to our letter to you of
October 6, 1955, regarding the termination of
Reeves Unit Agrsement, we find, after review-
ing the terms of this Unit that it should have -

" terminated June i, 1953, Therefors, we sre

posting our records to show June !, 1953 as the
correct terminstion date.

Very truly yours,

E. S, WALKER
Commissioner of Public Lands

MMR/m

cet OCC~Santa Fe
Megnolia Petroleum Co.=Dallas




Ootober 6, 1955

o e t

Shell 011 Company E /
Po 00 h 8‘.5
| Roswell, New Mexioo P
; ‘ | Re: ( Reeves Unit Agrmnt\,
Attention: R. A, Clarke |
Roswell Division .
, Land Departmsnt | .
Gentlemsn;

r This is to netify you that pursuaut to Faragraph
" eight (8) and fifteen (15) of the Resves Unit igresmsnt,
Lea County, Mew Mexioco, mu. Agresment he-e!ﬂ‘rf!

L | ' Yours truly,

A

E. 8. VALEER N
Comnissioner of Public Lands

ocs 00C-8anta Fe
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
REEVES UNIT
1EA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the __30th day of April, -
1952, by and between the parties subscribing, ratifying, or consenting
*-1} hereto, and herein referred to as the "parties hereto',

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty

or other oil or gas interesis in the wnit area subject to this agreemesnt;

and,
WHEREAS, the Commissioner of Public Lands of the State of New |
Mexico is authorized by an Act of the Legislature (sec. 3, Chap. 88,
Laws 19L3) as amended by Sec. 1 of Chapter 162, Laws of 1951, to consent
"to and approve the development or operation of State lands under agreements
made by lessees of State land jointly or sevsrally with other lessees where
such agreements provide for the unit operation or deveslopment of part of

or all of any oil or gas pool, field or area; and,

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico 18 authorized by an Act of the legislature (Sec. 1, Chapter 162 s
: Laws of 1951) to amend with the approval of the lessee, any oil and gas
x "~ lease embracing State lands so that the length of the term of said lease

may coincide with the term of such agreements for the unit o’peiation and
E development of part of or all of any oil or gas pool, field or areaj and
‘ WHEREAS, the Oil Gonservation Commission of the State of New
Mexico (hereinafter referred to as the "Commission") is authorized by an »
| Act of the legislature (Chap. 72, Laws 1935) to approve this agreement and
the-conservation provisions hersof; and,
WHEREAS, the parties hereto hold sufficient interests in the
Reeves Unit Area covering the land hereinafter described to give reason-
ably effective contrél of operations therein; and,
WHEREAS, it is the purpose of the parties hereto to conserve

natural resources, prevent waste, and secure othor benefits obtainable

L
i
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. through development and operation of the area >s:uvb'ject to this agreement
under the terms, conditions, and limitations herein set forth;
NOW, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this agreement their respec-

tive interests in the below deﬁned unit afea and agree severally among
- B themselves as follows: i |
TR

gt

7 1, UNIT AREA, The following described land is hereby designated
and recognized as constituting the unit areas

; SE/L Sec. 25 and E/2 of Sec. 36, in Twp. 18 South,
Rge. 35 East; NE/4 Sec. 1 in Twp. 19 South, Rge.
35 East; S/2 Sec. 30, SW/L Sec. 29, All Sec. 31,
2 Sec. 32 all in Twp. 18 South, Rge. 36 East;
/2 Sec. 6, and NW/Li Sec. 5, in Twp. 19 South,
o Rge. 36 Bast, N.M.P.M., containing 2540,k@easres,
‘ P more or less, in lea County, New Mexico,

Exhibit "A" attached hereto is a map showing the unit area and

the boundaries ard identity of tracts and leases in said area to the extent

L AR

known to the Unit Operator. Exhibit "B* attached hereto is a schedule

W

$ | sho_wing to the extent known to the Unit Operator the acreage, percentage,
and kind of ownership of oil and gas interests in all land in ths unit

area. However, nothing herein or in said schedule or map Shall be con=~

St W LT AP

strued as a representation by any party hereto as to the owmership of any

interest other than such interest or interests as are shown in said map or
schedule as omed by such party. Exhibits "AY anpd "B" shall be revised by
the Unit Operator whenever changes in the unit area render such revision

necessary, or when requested by the Gounniésioner of Public Lands, herein-
after referred to as "Commissioner”. |

The above described unit area shall when practicable be expanded
to /include therein any additional tract or tracts regarded as reasonably
necessary or advisable for the purposes of this agreement. Such expansion
shall be effaected iﬁ the following manner, _

| (a) Unit Operator, on its own motion or on démand of the

Commissioner shall prepare a notice of proposed expansion describing the
contemplated changes in the boundaries of the unit area, the reasons |

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

(¢) Upon expiration of the 30~day pneriod provided in the preced-
ing item (b) hereof, Unit Operator shall file with the Commissioner evidence

of mailing of the notice of expansion and a copy of any objections thereto

which have been filed with the Unit Operator.

(d) After due consideration of all pertinent information, the

expansion shall, upon approval by the Commissioner, becoms effective as

- of the date prescribed in the notice thereof, provided, however, if more

than 25% on an acreage basis object to such éxpansion, the same shall not
be approved; provided, however, that should the interest of any objecting
working interest owner equal or exceed 25% on an acreage basis, then and
in that event in order to make such objection effective hereunder one
additional working interest owner must join in such objection, _
" A1l land committed to this agreemsnt shall constitute land referred

to herein as "unitized land" or "land subject to this agreement”, |

2. UNITIZED SUBSTANCES. All oil, gas, natural gasolins and
associated fimid hydrocarbons in any and all fommations of the unitized
lend are unitized under the terms of this agreement and herein are called
"unitized substances."

3. UNIT OPERATOR, Shell 0il Company, a Delaware Corporation,
is hereby designated as Unit Operator and by signature hersto commits to
this agreement all interests in unitized Sﬁbstances vested in it as set
forth in Exhibit "B, and agrees and consents to accept the duties and
obligations of Unit Operator fdr the discovery, development, and production
of unitized substances as herein provided. Whenever refersnce is made
herein to the Unit Operator, such reference means the Unit Operator acting
in that capacity and not as an owner of interests in unitized subétances s
and the term "working interest owner" when used herein shall include or

refor to Unit Operator as the owner of a working interest when such an

interest is owned by it.
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i, RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall

" have the right to resign at any time but such resignation shall not become

effective until a successor Unit Operator has bbeen selected and approved
in" the mamnner provided for in Article 5 of this agreement. The rev;\i’g'na-
tion of the Unit Operator shall not release the Unit Operator from any
liability or any dsfault by it hereunder occurring prior to the effective
date of its resignation.

Unit Operator may, upon default or failure in the perfort;:ahce
of its duties or obligations hereunder, be subject tc removal by the same
pefcentage vote of the owars of working interests determined in like
manner as herein proﬂded for the seleétion of a new Unit Operator. Such
removal shall be effective upon notice thereof te the Commissioner,

‘The resignation or removal of the Unit Operator under this agrec-
ment shall not terminate his right, title or interest as the owner of a
working interest or other interest in unitized substances, but upon the
resignation or removal of Unit Opera.tor becoming effective, such Unit
Operator shall deliver possession of all equipment, materials and appurten-
ances used in conducting the unit operations and owned by the ﬁbrking
interest owners to the new duly qualified successor Unit Operator or to
the owners thereof if no such new Unit Operator is elected, to be used
for the purpose of conducting unit operations hersunder., Nothing herein
shall be construed as authorizing removal of any material, eguipment and
Qppurtenances needed for the preservation of any welis.

5. SUGGESSOR UNIT OPERATOR, Whensver the Umit Operator shall
resign as Uhit Operator or shall be removed as hereinebove prqvided, the
owners of the working interests according to their respective acrea.ge
interests in all unitized land shallbby a majority vote select a successor
Unit Operatbr; provided that, if a majority but less than 65 per cent of
the working interests qualified to vote is owned by one party tb» this
agreement, a concurring vote of sufficient additional parties, so as to
constitute in the aggregate not less than 65 per cent of the total working
interests, shall be raquired to select a new operator. Such selectior =hall

not become effective until (a) a Unit Operator so selected shall accept in

-l




writing the duties and responsibilities of Unit Operator, and (b) the

selection shall have been approved by the Commissioner. If no sucoessor
Unit Operator is selecdted and qualified as herein provided, the Commissioner
at his election may declare this unit agreement terminated,

6. ACCOUNTING PROVISIONS. The Unit Operator shall pay in the

first instance all costs and expenses incurred in-conducting unit opera-

PSSR, e
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tions hereunder and such costs and expenses and the working interest benefits
éﬁ' o accruing hereunder shall be apportioned among the owners of the unitized
working interests in accordance with an operating sgreement by and between
the Unit Operator and the othe; owners of such interests, whether one or
more, separately or collectively. Any agreement or agreements entered
into between the working interest owners and the Unit Operator as provided
' v in this articie, whether one or more, are herein referred to as the "Oper-
5 ating Agreement". No such agreement shall be deemed éither to modify any
i of the terms and conditions of this Unit Agreement or to relieve the Unit
; Operator of any right or obligation establishad uhder this Unit Agreement,
and in case of any inconsistencies or conflict between this Unit Agreement
and the Operating Agreement this Unit Agreement shall prevail,
7+ RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as other-
wise sbecifically provided herein, the exclusive right, privilege, and

duty of exsrcising any and all rights of the parties hersto 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 ﬁhit Operator as herein provided., Acceptable evidence
of title %o said rights shall be deposited with said Unit Operator and,
together with this agreement, shall constitute and define the rights,
privileges, and obligations of Unit Operator. Nothing herein, howsver,
shall be construed to transfer title to any land or to any leass or operat-
ing agreement, it beling understood that under this agreemen£ the Unit
Operator, in its capacity as Unit Operator, shall exercise the rights of

possession and use vested in the partiés hereto only for the purposes herein

specified,




8. DRILLING 70 DISCOVERY, After the effectivse date hereof and
on or before June 9, 1952, the Unit Operator shall commaence operations
| upon a test well for oll and gas located in the approximate center of the
NE/L of the SW/l of Section 31, Tovmship 18 South, Range 36 East, and shall
drill said well with due diligence to a depth of 12 ,750 'i‘eat, or to a depth
sufficient in the opinion of Unit Operator, to test the Devonian, whichever
is the shallower, or until at a lessé% depth, unitized substances shall be

S
AN

e discovered which can be produced in paying quantities, or until it shall

in the opinion of the Unit Operator be determined that the further drilling

N e,

of said well shall be unwarranted or impracticable. Until a discovery of’
a deposit of unitized substances capable of being produced in paying
quantities, Unit Operator shall continue drilling diligently one well at
-a time allowing not more than.six months between the completion of one
well and the beginning of the riext well until a well capable of producing : .
unitized ;ubstances in paying quantities is completed to the satisfaction ’
| of the Commissioner, or until it is reasonably proven to the satisfaction
’ of the Unit Operator that the unitized land is incapable of producing
mitized substances in paying quantities in the formations drilled here-
| P : o Any well cormenced prior to the effective date of this agreement

upon the unit area and drilled to the depth provided herein for the drilling
of an initial test well shall be considered as complying with the drilling
requirements hereof with respect to the initial well.,  The Comnissioner

may modify the drill:lng requirements of this section by granting reasonable
extensions ’_qi“ time when in his opinion such action is warranted, Failure
to comply with the drilling provisions of this article shall sutomatically
terminate this agreement as to all its tems, conditions and provisions and d
all rights, privileges and obligations granted by this Unit Agreement shall
cease and terminate as of the date of any such default,
9. PARTICIPATION AND ALLOCATION AFTER DISCOVERY., All unitized.
substances produced from the unit area, except any part thereof used within
the unit area for production or develomént purposes, or unavoidably lost,
shall be deemed to be produced equally on an acreage basis from the several

-6




tracts of unitized lend, and f‘or. the purpose of determining ény benefits
accruing under this agreement in such unitized substances and the distri-
bution of the royalty payable to the State of New Mexico each such tract
shall have allocated to it such percentage of such production as its area /
bears to the entire unitized area. Production of unitized substances
from the unit area shall be so allocated regardless of whether or not any
particular tract has a well thereon,

Notwithstanding aﬁy provision contgiried herein to the contrary,
each working interest owner shall have the right to take such owner!s
proportionate share of the unitized substances in kind or to personally
ssll or dispose of the same, and nothing horein contained shall be con-
strued as giving or granting to the Unit QOperator the right to sell or
otherwise dispbse of the proportionate share of any working interest owher
without specific authoriéation from time to time so to do.

10. ROYALTY AND RENTAL PAYMENT., All royalties due the Staté
of New Mexico under the terms of the leases committed to this agreement
shall be computed and p?id\on: the basis of all unitized substances allo-
cated to the respectiﬁ leases committed hereto; provided, however, the
State shall Ge entitled to take in kind its share of the unitized sub-
gstances allocated to the respective leases, and in such case the hit
Operator shall make deliveries 61" such royalty oil in accordance with the
terms of the respective leases,

If the Unit Op.~ator introduces gas obtained from scurces other
than the unitized substahces into any producing formation for the purpose
of repressuring, stimulating or inoreasing the utlimate recovery of unitized
substances therefrom, a like amount of gas, if available » with due allowance
for loos or depletion from any cause may be withdrawn from the formation into
which the gas was introduced royalty free as to\dry gas but not as to the
products extracted therefrom; provided, that, such withdrawal shall be at
such time as may be provided in a plan of operations consented to by the '
Commissioner and approved by the Commission as conforming to good petroleum
engineering practice 3 and provided further, that such right of witfxdrawal

T




N

et ey, 3 v

—~ JUN

shall terminate on the termination of this unit agreement,
All rentals due the State of New Maxico shall be pald by the
respactive lease owners in accordahce_with the- terms of their leases,

11, CONSERVATION. Operations hereunder and production of

uni tized substances shall be conducted to provide for the most economical

and efficient recovery of said substances without waste, as defined by or
pursuant to State laws or regulations.

12, DRAINAGE. The Unit Operator shall take appropriate and
adequate measures to prevent drainage of unitized substances from unitized
lands by wells on land not subject to this agreement.

_ 13. LEASES AND CONTRACTS CONFORMED AND EXTENDED IN SO FAR AS
THEY APPLY TO LANDS WITHIN THE UNITIZED AREA., The teruis s conditions and
provisions of all leases, sub-leases, opserating agreements and othef con-
tracts relating to the exploration, drilling. development or operation for
oil or gas of the lands committed to this agreement, shall, upon approval
hereof by the Commissioner be ahd the same are hereby expressly modified and
amended in so far as they apply to lands within the unitized area to the )
extent necessary to make the same conform to the provisions hereof and so
that the length of the secondary term as to lands with{‘ " such area will
be extended in 36 ‘far as necessary to coincide with the -tem of this
agreement and the approval of this agreement by the Commissioner and the
lessee, shall, without further action of the COm_issionar or the lessee,
be effective to conform the provisions and extarxd the term of such lease
as to lands within the unitized area to the provisions and terms of this
agreement; but otherwise to remain in full force and elivct, Each lsase
committed to this agreement in so far as it applies to lands within the
unitized area, shall continue in force beyond the term nrovided therein

so long as this agreement remains in effect, previded, drilling operations

“upon the initial test well provided for hserein shall have been commenced

or said well is in the process of being drilled by the Unit Operator prior
to the expiration of the shortest term lease committed to this agreement.,

Termination of this agreement shall not affect any lease which pursuant ‘to
the terms thersof or any applicable laws shall qpntiuuqzin full force and

.
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offect thereafter. The commencement, completion, operation or production
of a well on any part of the Unit Area shall be iespectively construed and

considered as the commencement or completion or operation or production of’

~

a well within the terms and provisions of each of ths oil and gas leases

 to the same extent as though such commencement, c-aplstion, operation or

production was carried on, conducted _and/or obtained from any such leased
tract., v o

Ui, COVENANTS RUN WITH LAND. The covenants herein shall be
construed to be covenants running with the land with respect to the
interests of the parties hereto and their Vsuccessors in interest until
this agreement terminates, and any grant, transfer, or conweyance; of
interest in land or leases subject hereto shall be and hereby is conditioned
upon the assumption of all privileges and obligations hereunder by the
grantee, transfcres, or other successor in interest. No assignment or
transfer of any working, royalty or other intereét subject hereto shall be
binding upon Unit Operator until the first day of the calexici&x;’month after
Unit Operator is furnished with the original, photostatic or certified copy
of the instrument of transfer, '

15. EFFECTIVE DATE AND TERM. This agreement shall become effec-
tive upon approval by the Commissioner and shall teminate in two years
after such date unless (a) such date of expiration is extended by the Com-
missioner, or (b) a valuable discovery of unitized substances has been made
on unitized land during said initial term or any extension thereof in which
case this agreement shall remain in effect so long as unitized substances
can be produced from the unitized land in paying quantities, a_:f:t», should s
production ceass so long thereafter as d.{ligent operations are in progress
for the rostoration of production or discovery of new production and so
long thereafter as the wmitized substances so discovered can be produced
as afofesaid. This agreement may ba teminated at any time by not less
than 65 per cent on an acreage basis of the owners of the wo‘rld.ng interests
signatory hereto with the approval of the Commissioner, Likewiss, as pro-
vided in Article 8 hereof, the failure to comply with the drilling provisions
of this Unit Agreement shall as of the date of any such default automaticelly

“9m
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terminate this Unit Agreement.

16, RATE OF PRODUGTION. All production and the disposal thereof
shall be in conformity with allocations, allotments and quotas made or
fixed by the Commission and in conformity with all applicable laws and
lewful regulations,

17, APPEARANCES. Unit Operator shall, after notice to other
parties affected, have ﬁhe right to appear for and on behalf of any and
all interests affected hereby bofore the Commissioner of Fublic Lands and
the New Mexico 0il Conservation Commission And to appeal from orders
issued under the regulétions of the Commissioner or Commission or to apply

for relief from any of said regulation or in any proceedings relative to

~ operations pending before the Commissioner or Commission; provided, however,

that >a.ny other interested party shall also have ths right at his own expense
to appear and to participate in any such proceeding. |

18, NOTICES. All notices, demands or statements required here-
under to be given or rendered to the partiés hereto shall be deemed f~;111y
given if given in writing and personally delivered to the party or sent
by postpaid registered mail, addressed to such party or parties at their
respective addresses set forth in commection 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 statément,

19. UNAVOIDABLE DELAY. All obligations under this agresment
requiring the Unit Operator to commence or écntinue drilling or to operate
onh or produce unitized substances from any of the lands covered by this
agreement shall be suspended while, but only so long as, the Unit Opsrator
despite the exercise of due care and diligence is prsvented from complying
with such o‘bligations » in whole or in part, by strikes, war, acts of Ood,
Federal, State, or mnicipal law or agencies, unavoidebls acoidenta, ume
controllable delays in transportation, insbility to obtain necessary
materié.ls ih open market, or other matters beyond the reasonable control
of the Unit Operator whether similar to matters herein enumerated or note

=10~
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20, 10SS OF TITIE, In the event title to any tract of unitized
land or substantial interest therein shall fail and the i;rima ovner cannot
be induced to join the unit agreement so that suqh tract is not committed
to _this agreement or the- operation thereof hereunder becomes impracticable
as a result thereof, such tract may be eliminated from the unitized area,
and the interest of the parties readjusted as a result of such tract being
eliminated from the unitized area, In the event of a dispute as to the
title t> any royalty, working or other inte_rest subject hersto, the Uhit
Operator may withhold payment or dqliv‘ersr of the allocated portion of t.he
unitized substances involved on account-kﬁherebf'withént liability for
interest until the dispute is finally settled, provided that no paymevnts '
of funds due the State of New Mexico shall be withheld, Unit Operator as
such is relieved from any responsibilit} for any dsfect or failuré bof any
title hereunder, .

21, SUBSEQUENT JOINDER. Any cil or gas interest in lands within
the unit area not committed hereto prior to the submission of this agreement
for final approval either by the Commission or Commissioner may be committed
hereto by the owner or owners of such rights subscribing or consenting to
this agreement or executing a ratification thersof, and if such owner is
also & working interest ower, by subscribing to any operating agreqment
affecting the allocation of costs of exploration, development and operatiocn,

. After operations are cammenced hereunder, the right of subsequent joinder

by a working intersst owner shall be subject to all of the requirements
of any a;p]iéable operating agreement between the working interest ow:ﬁrs
relative to the allocation of costs of exploration, development and opera-
tion. A subsequent joinder shall be effective as of the first day of the »
nonth following the filing with the Commissioner and the Commission of duly

emcutéd counterparts of the instrument or instruments committing thé

interest of such owner to this agreement, but such joining party or parties

before participating in any benefits hersunder shall be required to zssume

and pay to Unit Operator their proportionate share of the unit expense

inéurred prior to such party's or parties! joinder in the unit agreement,

and the Unit Operator shall make apprepriate adjustments caused by such




joinder, without any retroactive adjustment of revenus,

22, COUNTERPARTS. This agreement may be executed in any number
of counterparts-no one of which nseds to be executed by &ll parties or may
be ratified or consented to by separate instrument in writing specifically

referring hereto and shalll be binding upon all those parties who havs exe-
cuted such a counterpart, ratification, or consent hereto with the same
force and effect as if all such parties had signed the sams document and

regardless of whether or not it is executed by all other parties owning

or claiming an interest in the lands within the above described umt area,

IN WITNESS WHEREF, the undersigned parties hereto have caused
this agreement to be emécutad as of the respective dates set opposite
their signatures,

DESCRIPTION OF INTERESTS
COMMITTED TO REEVES UNIT
AGREEMENT BY REFERENCE 70
| | TRACT NUMBERS IN ESHIBIT "B"
SIONATURE AND ADDRESSES ATTACHED TO UNIT AGREEMENT

SHELL OIL COMPANY o Tracts: 3, 6, 7 and 8

Vice Presldent

N L ey

ATTEST

Kselstant Jecretary

Address: Petroleum Bullding
. Midland, Texms

Date B ‘ 1952
UNIT OPERATOR

WORKING INTEREST OWNERS

QULF OIL CORPORATION : ‘ Tracts: 12 and 13

Vice President
ATTEST:

Assistant Secretary

Address: Iife of America Building
Fort Worth, Texas

o Date 1952




& SINCLAIR OIL & GAS COMPANY Tract: 2
: By .
5 UIce Fresident

ATTE3T:

Assistant Secretary

Address: Fair Bﬁilding
- Fort Worth, Texas

Date 1952

‘ - TEXAS GULF PRODUCING COMPANY Tracts: 5 and 11

Yice President
ATTEST 3

“Assistant Secretary

Address: Mellie Esperson Building _ : R
Houston, Texas

Date

1952 :

SRR

< MAGNOLIA PETROLEUM COMPANY Tractr 10
b ice President
ATTEST:
f AssIstant Secretary
I ? |

. : Addresst Magnolia Building
b : Dallas, Texas
Date 1952
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TIDE WATER ASSOCIATED OII COMPANY

Vice Presldent
ATTEST!

AssIstant Secretary

Address: Mpllie Esperson Building ’
: Houston, Texas

Date 1952

CITIES SERVICE OIL COMPANY

Vice President
ATTEST:
Asslstant Secretary
Address: Bartlnsville, Oklahoma
Date 1952

THE OHIO OIL COMPANY

By'Vice Fresident

ATTEST:

“Asgistant Secretary

Addresss City National Bank Building
Houston, Temas

_ Date ' 1952

Tract: 4

Tract: 1

Tracts: 9

L T
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STATE OF TEXAS
COUNTY OF MIDLAND )

Before me, the undersigned authority, on this day of R
1952, appeared Joe T, Dickerson, to me personally known, who, being by me .
duly sworn, did say that he is Vice President of Shell 0il Company, that the
seal affixed to said instrument is the corporate ssal of said corporation,
that same was signed and sealed in behalf of said corporation by authority

~ of its Board of Directors, and he acknowledged said instrument to be the

free act and deed of sald corporation, same having been executed by him for
the purpose and consideration therein expressed and in the capacity therein
stated.

Witness my hand end official seal the day and year last above
written, ) ’

My Commission Expires

Notary Publc In and Yor Widland County,
. Texas

STATE OF TEXAS ;
COUNTY OF TARRANT ) 2

On this day of » 1952, vefore me appeared

_ ___» to me personally known, who, being by me

sworn, dld say that he is Vice President of Gulf Oil Corporation, and that
the seal affixed to said instrument is the corporate seal of said corporation
and that said instrument was signed and sealed in behalf of said corporation
by authority of its Board of Directors, and said _ ‘
acknowledged said instrument to be the free act and deed of sald corporation,

In Witness Whereof, I have hereunto set my hand and affixed my
notarial seal the day and year first above written.

My Commission Expires

“Notary Public in and for Tarrant Couniy,
. Texas -

STATE OF TEXAS g
COUNTY OF TARRANT )

On this day of » 1952, before me appeared
= 7, to personilly imown, who, being by me ATy
sworn, did say that he 1s Vice President of Sinclair 0il & Gas Company, and
that the seal affixed to said instrument is the corporate seal of said
corporation and that sald instrument was esigned and sealed in beshalf of
said corporation by authority of its Bsard of Directors, and said
acknowledged said instrument to be the

"Tree act and deed of sald corporation,

In Witness Whereof, I have hereunto set my hand and affixed my
notarial seal the day and year first above written.

My Commission Expires

“Wotary Public In mmd Tor Torm it Couniy,
. - Texas

~15-
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STATE OF TEXAS
COUNTY OF HARRIS

On this —.. day of » 1952, before me appeared
: me personally known, who, being

by me duly swomn, cHd say that heis Vice President of Texas Gulf Producing

Company, and that the seal affixed to sald instrument is ths corporate seal

of said corporation and that said instrument was signed and sealed in behalf

of said corporation by authority of its Board of Direcétors, and said
acknowledged said instrument to be the

Tree act and deed ol sald corporation,

In Witness Whereof, I have hereunto set my hand and affixed my .

“notarial seal the day and year first above written.

My Commission Expires

Notary Publdc In and Tor Harrls Comty,
« Texas -

STATE OF TEXAS )
COUNTY OF DALLAS )

On this day of » 1952, before me appeared

o me personally known, who, being

by me duly sworn, did say Ehat heTs Vice President of Magnolia Petroleum
Company, and that the seal affixed to said instrument is the corporate seal
of said corporation and that said instrument was signed and sealed in behalf
of said corporation by authority of its Board of Directors, and said

., acknowledged said instrument to be the
'free act and deed of sald corporation.

In Witness Whereof, I have hereunto set my hand and affixed my
notarial seal t'ie day and year first above written,

My Commission Expires

“Notary Fublic in and for Dallas County,

. TeanQ
STATE OF OKLAHOMA ;
COUNTY OF )
On this day of , 1952, before me
appeared , to'me personally known, who, being

by me duly sworn, did say that he ig Vice President of Citles Service 0il

Company, and that the seal affixed to said instrument is the corporate

gseal of said corporation and that said insirument was signed and sealed in

behalf of said corporation by authority of its Board of Directors, and said
acknowledged said instrument to be the

Tree act and deed of sald corporation,

In Witness Whereof, I have hereunto set my hand and affixed my
notarial seal the day and year first above written,

My Commission Expires

Notary Publc In and Tor

. County, Oklahoma

-16-
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STATE OF TEMAS g

COUNTY OF HARRIS )

On this _____ day of v » 1952, before me appeared

y o e perﬂonally known, who, being

By me duly sworn, did say that he 1s Vice President of Tide Water Associated
0il Company, and that the seal affixed to sald instrument is the corporate
seal of said corporation and that said instrument was signed and sealed in
behalf of said corporation by authority of its Board of Directors, and said
acknowledged said instrument to be the
Tree act and deed of said corporat.ion.

In Witness Whereo#, I have hereunto set my hand and ‘affixed ny
nota.rie.l sesl the day and yeer first above written,

My Commission Expires

“Notary Tubltc In and Tor Harrls Comnty,

» Texas
STATE OF TEXAS 3
COUNTY OF HARRIS )
On this. day of » 1952, before me appeared

s to me personally imown, who, being by
me duIy sworn, old say that he is Vice President of The Ohio 0il Company,
and that the seal affixed to said instrument is the corporate seal of said
corporation and that said instrument was signed and sealed in behalf of said
corporation by authority of its Board of Directors, and said

~ acknowledged said instrument to be the Tree act and
deed of sald corporation,

In Witness Whareof, I have hereunto set my hand and affixed my
notarial seal the day and year first above written.

My Commission Expires

“Notary Fublic in and Tor Harrls County,
. Texas

17~




CERTIFICATE OF APPROVAL
BY COMMIGSIONER OF FUBLIC LANDS, STATE OF NEW MEXICO
OF UNIT AQGRGRMENT FOR DEVELOPMENT AND OPERATION OF
REEVES UNIT ARBA, IEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, an agreement
for the development and operation of the Reeves Unit Area, lea Gountyi .
New Mexico, dated day of , 1952, in which Shell 0il
Company is desi gnated as Operator amd which has besn executed by various
parties owning and holding oil and gas leasés umbracmg lands within the
lmit Area and upon exemination of said Agreement ) the Nommissioner finds:

ga) That suc.h Agﬁeement m.ll tend w promote the
conservation of oil and gas and the better
utilization of reservoir energy in sald field;

(v) That under the operations proposed, the State
will receive its fair share of the recoverable
0il or gas in place under its land in the area
affected;

(c) That ths agreement is in other respects for the
best interest of the Stats;

(d) That the agreement provides for the wnit operation
of the field, for the allocation of production, and
the sharing of proceeds from a part of the area
covered by ths agreement on an acreage basia as
specified in the agreement.,

NOW, THEREFORE, by virtue of the authority conferred upon me by
Section 3, Ghazpt.er 88 of the laws of the State of New Mexico, 1943, approved
April 1, 1943, as amended by Sec. 1 of Chapter 162, Laws of 1951, I, the
wndersigried, Commissioner of Public Lands of the S’cate of New Mexico, for
the purpose of more properly conserving the oll and gas resources of the
State, do hereby consent to and approve the said Agreement, as to the lands
of t.he State of New Mexico included in said Reeves Unit Agreement, and all
leases embracing lands of the State of New Mexico committed to said Unit
Agreement shall be and the same are herehy amended to conform with the terms
thereof, and shall remain in full force a.nd effect acgording to the terms
and conditions of sald Agreement. This appioval is subject to all of the
provisions of the aforesaid Section 3; Chapter 88 of the New Mexico Session
Laws of 1943, as amended by Sec, 1 of Chapter 162, Laws of 1951,

EXECUTED THIS 2 F day of /HGeq , 1952,

State of New Mexico
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EXHIBIT "B®

SCHEDULE SHOWING .umt PTZRCENTAGE b,zb KIND OF OWNERSEIP OF OIL AND GAS
RERVES UNIT AGHEEMENT

INTIRESTS IN ALL LAND IN THE

uumnwg_uow, NO. OF LEASE NO. AND LAND RECORD OWNER
e ACRES EXPIRATION DATE OWKER 'OF LEASE
OF LEASE
SE/4 of Section 25, T ..u.mm. B-35-B 160 w..w:wm State of New Mexico  Cities Service Oil Compamy
Lots 3 and f u\m of m&: and SE/l of 315.65 E-1635 State of New Mexico  Sinclair 0il and Gas Compeny
H/2 om SW/4 of Section :29, T-18-S, 120 A-4096 State of New Mexico  Shell 0Qil Company
R-36-E; and SE/k of zs\e. of Sec. 6, H.B.P.
?-19S, B-36-E
SW/4 of SW/L of Sec. 29 and Lot 2 of
Section 31, 7-18-S, wlu,m..w 77.88 B-9688 State of New Mexico Tide Water Associated 01l Company
6-10-52 ,
N/2 of WW /4 of Sec. w and SE/4 of ;
NW/4 of Sec. 31, p..u.wlm ‘B-36-B 120 B-1920 State of New Mexico Texas Gulf Producing Company
6-10-58 _
SE/4 of SW[h of Sec. 8, §/2 of SW/4 and 160 £-2807 State of New Mexico  Shell Cil Company
Lots 1, 3 and &4, Ef2 &, ms\: RE/4 of NW/L 513.62 21481 State of New Mexico  Shell 0il Company
and NE/U of Sec. 31; and SW/4 of NW/4 and 9-10-57
K/2 of S¥/4 of Sec. um. ,.Hm..m R~36-E
Ef2 of Sec. 36, T-18-S, ,w..&..w 320 B-1480 State of New Mexico  Shell 0il Compeny
i 9-10-57

Lots 1 and 2 and s/2. & NE[4 of Sec. 1, :
7-19-5, R-35-3 159.68 12253 State of New Mexico The Ohio 0il Company

11-10-58




12

12

13

Ch
_‘A,

Lots 2 and 3, Section ma Blu.wlw. 4

R-36-E e 79.6
Lots u; &4 B&. 5 and S/2 of u..m\: of .
Section 6, 7-19-S, B-36-E ' 194.96
SB/L of Section 31, T-18-S, m%umra 260

Tots 3 and & and S/2 of NW/4. om

Section 5, T-19-5, B-36-E . 159.09 -

Ao

B-~1151
10-10-54

E-1726

2-10-58

B-243
H.B.P.

. B-1482

9-10-57

B R e RV P R S A 7 SR REPEA R E R

. ,,5,‘-5":3?' e
N ".':zé‘ -

W

State of New :ouuoo

State of New Mexico

Stats of New Mexico

State of New Mexico

e Bt s s

¥aimolia Petroleun Company

Tems Gulf Producing Compuny

Gulf 0il Corporation

Gulf 011 Corporation




SN

NAME

et

SHELL GIL COMPANY

CITIES SERVICE OIL COMPANY
SINCIAIR OIL AHD GAS COMPANY
GULF OIL CORPORATION
TEXAS GULF PRODUCING COMPANY

THE OHIO OIL COMPANY

TIDB WATER ASSOCIATED OIL COMPANY

MAGNOLIA PETROLEUM COMPANY

RECAPITULATION OF OWNERSHIP

ACEES

1,113.62
160.00
315.65
319.09
314.96
159.68 ;

77.88
79.60

2,540.48

PERCENTAGE OWNED

48.8350
6.2980
12.4248
um.wmom
12.3977
6.2854
3.0656
3.2333

100. 0000%
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NEW MEXICO OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO

APPLICATION FOR APPROVAL OF UVIT ACREEMENT FOR DEVEJOPMENT
AND OPERATION OF THE RSEVES UNIT AREA
IEA COUNTY, NEW MEXICO

New Mexico 0il Conservation Commission
Santa Fe, New Mexico

COMES the undersigned, Shell Oil Company, a corporation, with offices .

at Midland, Texas, and files herewith a copy of a proﬂosed Unit Agreement for

-the development and operaiion of the Reeves Unit Area embracing land situated

in Lea County, New Mexico, and hereby makes application for an order approving
said Unit Agreement, and in support thereof shows:
1,

That the unit area designated in said agresment and the source of
supply to be affected by the order hereby sought-comprises 25&0.&8‘acres,
more or lsss, situated in lea County, New Mexico, more particularly described
as followss

SE/l Sec. 25 and E/2 of Sec. 36, in Twp. 18 South,
Rge,. 35 East; NE/l of Sec. 1 in Twp. 19 South, Rge.
35 East; S/2 Sec. 30, SW/L of Sec. 29, A1l Sec. 31,
H[?.ng. 32 all in Twp. 18 ¢ South, Rge. 36 East;

N/2 Sec. 6, and NW/l Sec. 5, in TWP 19 South, Rge.
36 East, NJM.P.M.

Tat all of the above described lands are lands owned: by the State of New Mexico
uporn which the applicant and others are owners of 0il and Gas leases igsued by
the Commissicner of Public Lands of the State of New Mexico,
24
That there is attached to sai& copy of the proposed Unit Agreement,
as Exhibit "A" thereto, a plat of the proposed Unit Area, and because of the
gsologlical and geophysical information availasble applicant believes that the

above said area is an area suitable and proper for unitizaticn,
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NEW MEXICO OIL CONSERVATION COMMISSION [fii ,
Vo b 510 " L

SANTA FE, NEW MEXICO

APPLICATION FOR APPROVAL OF UNIT AGREEMENT FOR DEVELOPMENT
AND OPERATION OF THE REEVES UNIT AREA
" LEA COUNTY, NEW MEXICO '

R
AR Sy L, T
New Mexico 0il Conservation Commission
Santa Fe, New Mexico

—
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COMES the undersigned, Shell 0il Company, a corporation, with offices .
at ¥idland, Texés, and files’ﬁereWith a copy of a proposed Unit Agreeﬁent for
the development and operation of the Reeves Unit Area embracing land situated
in Lea County, New Mexico, and hefeby'makes application for an of@er approving
said Unit Agreement, and in support thereof shows:

1.
That the unit area designated in said agreement and the source of

supply to be affected by the order hereby sought comprises 25L40.48 acres,

_moré or less, situated in Lea County, New Mexico, more particularly described

as followss
SE/L Sec. 25 and E/2 of Sec. 36, in Twp. 18 South,
Rge, 35 East; NE/L of Sec. 1 in Twp. 19 South, Rge.

35 Bastj S/2 Sec. 30, SW/L of Sec, 29, All Sec, 31,
¥/2 _Sec. 32 all in Twp, 18 South, Rge. 36 Easi;

N/2 Sec. 6, and NW/L Sec. 5, in Twp, 19 South, Rge.
36 East, N.M,P.M. ‘

That all of the above described lands are lands owned by the State of New Mexico
upon which the applicant and others are owners of 0il and Gas Leases issued by
the Commissioner of Public Lands of the State of New Mexico.
. .
That there is attachéd to said copy of the proposed Unit Agreement,

as Exhibit YA" thereto, a plat of the proposed Unit Area, and because of the

‘geological and geophysical information available applicant believes that the

above said area is an area suitable and proper for unitization.

g dgp oy




3.

That the undersigned, Shell 0il Company, is designated as the Unit
Operator in said agreement, and the Unit Operator'is given the authority undex
the terms thereof to carry on all operations which are necessary for the
development and cperation of the Unit Area for oil and gas subject to all
applicable 1aﬁ§ and regulations. That said Unit Agreement pr&Qides for the
commericement of a test well for oil and gas upon some part of the lands
comnitted to the Unit Agreemént on or before Jﬁne‘9} 1952, and for the
drilling of said well to a depthlbfr12,750 feet, or a depth sufficient to test -
the Devonian Formation expected to be encountered at about said depth.

h’

That said Unit Agreement is in substantially the same form as unitv
agreements heretofore approved by the Commissioner of Public Lands of the
State of New Mexico,‘and by the/Neﬁ Mexico 0il Conservation Commi.ssion; and’
that under the terms of the propoéed Unit Agreement, the rights of the royalty
owner, the State of New Mexico, are fairly protected and said royalty owner
will receive its fair share of racoverable oil and gas in place under its |

lands embraced in the Unit Area.

5e

That operations to be carried on under the terms of §aid Unit
Agreement will tend to promote the conservation of oil and gas in place
under the lands in the proposed wnit area and to prevent waste iﬁ that if
production in paying quantities is obtained from such unit area (1) the pro-
duction may be controlled without regard to interior lease lines to the end
that reservoir esnergy will be utilized to the greatest advantage, (2)1recovery‘

methods that might not be practicable on a smaller area will be feasible.

and. more efficient on the area'pf the proposed unit, and (3) the drilling of

‘unneéessary wells with attendant fire and other hazards condusive to waste




 may be avoided. ~That said Unit Agreement is believed in all respects for the
best interest of the State of New Mexico with respect to the landsvémbraced

therein.

6.

That all owners of oil and gas leases embracing lands within said
area exceopt one have agreed to join in said Unit bgreement, and it is believed
| that all such ownefs will have joined therein by the time this application is
heard.

Te

That an application is being filed for approval of said Unit Agree-

ment by‘the Commissioner of Public Lands, and it is believed that his approval

v mian:

will be had if this Commission entgrs the order of approval hereby requested.

Wherefore applicant prays for an order pérmitting the unit operation §

of said lands and adopting the plan set forth in the said Unit Agreement and

BE

| approving the said Unit Agreement for development and opsration of said lands. f .
3 o | Respectfully submitted,

SHELL OIL COMPANY

]

its Attorneys




- BEFORE THE .
OIL CONSERVATION. COMMISSION
STATE OF NEW MEXICO

2 ' **-y!. L IN RE:

In the matter of the application of Shell 0il

v Company for approval of a unit agreement

_ for the development of the stipulated Reeves

¢ Unit Area embracing 2540.48 acres of land,

more or less, in Liea County, New Mexico,

as described: CASE 374

7
v

NEW MEXICO PRINCIPAL MERIDIAN
Township 18 South, Range 35 East
Section 25: SE/4

Section 36: E/2

Township 19 South, Range 35 East
Section 1: NE/4

Township 18 South, Range 36 East
Section 29: SW/4 L
Section 30: S/2

Section 31: All

Section 32: W/2

TanShi}g 19 South, Range 36 East
Section 5: NW/4 B
Section 6: N/2

TRANSCRIPT OF HEARING

REGISTER

BEFORE: Honorable R. R. Spurrier, Secretary-Director and Member

‘ , ‘ _ Paxton Howard
R ? Shell Oil Company
i Midland, Texas
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W. A. Scott
Shell Oil Company
Hobbs, New Mexico

R. T. Wright -
El Paso Natural Gas
Jal, New Mexico

A C Elliott
Shell Oil Company
Midland, Texas

O. Seth
Shell Oil Company
Santa Fe, New Mexico

W. B. Macey
Oil Conservation Commission

‘Santa Fe, New Mexico

George A. Graham
Oil Conservation Commission
Santa Fe, New Mexico




TRANSCRIPT OF HEARING

May 27, 1952

MR, SPURRIER: The meeting will come to order, please. The
minutes of the Commission will show that the Commiésion met yesterday
and directed me to sit for the purpose of taking the ?ecord only. ‘}Ne:ither
of the other Commissioners could be present this morning. Let th; record
show that the advertisement was read, and'Mr.\,.I;Ioward, you may proceed.

MR, HOWARD: If the Comfnis»si.oxi plea;se, this is tfxe application
for Shell Oil Company for the approval by this Commission of a unit agree-
ment for the development and operation of certain lands in Lea County,
New Mexico. The lands being designated as the Reeves Unit Area and
which land will be more definitely described as we pifdceed with the
hearing. The appearances I believe have been made - Messrs. Seth and
Howard for Shell. I have two witnesses that I would Jike to be sworn,
Mr. Elliott and Mr. Scott.

Our first witness will be Mr. Elliott

A, C ELLIOTT
having been first duly sworn, testified as follows:
DIRECT EXAMINATION

MR, HOWARD: Mr. Elliott, will you take the stand please?

Please state your name

A. A. C. Elliott
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And *gvhat capacity?
Division geologist for western division,

I take it you are a geologist?

Q
A
Q
A

“Q Will you state for the record your ‘education and training as

Yes sir.

a geologist.

A Graduate BS‘degree in geology Texas A & M College.

Q 'May I ask if these qualifications will be accepted?

MR. SPURRIER: They will be.

Q. In your capacity with Shéll 0Oil Cbmpany, are you familiar
with certain exploration work that the compény has done in the area that
is involved in this hearing and is designated as the Reeves Unit?

A. Yes sir.

Q. For the record will you read into the record the descriétion
of the lands involved in the unit.

A. SE/4 section 25 and E/2 section 36, T.18 S, R.35 E. |
NE/4 section 1, T.19 S, R. 35 E; S/2 section 30, SW/4 section 29, All
section 31, W/2 section 32, all in T.18 S, .R.36 E; N/2 section 6, NW/4
section 5, T.19 S, R.36 E, Lea County, New Mexico.

Q. Those are the lgnds that are described in the applicatioh
filed wit.h the Oil Conservati;n Commission and also with the Land
Commissioner, is that correct?

~ A. That's right.




Q. Will you mark that pléase as Exhibit "A". Mr. Elliott, I
hand you what has been marked Exhibit "A: and ask you to state what that is, please
Li "{} A, This is a seismic high. {interruption)

Q. Just a minute. That is a picture representatioh of the land

R AU

involved in the unit, isn't it?

A. That's right. B

Q. Iask t:hat that be admitted please. |
*; , MR, SPURRIER: Without objection it will be admitted.

Q. Now, Mr. Elliott, has the Shell Oil Comi;;clny conducted
exploration work on this unit and in fhe area thereof?

A. Yes sir.

Q. Will you state to the Commission what that work consisted of,
please.

A. We hé‘\;e conducted seismic reflection and seismic surveys-of
this area. And the work indicates that there is a seismic high in this area,
i3 .A S a closed structure which we presume there are possibilities of the
development of oil.

| Q. Is that a structural high on the Devonian?

A. Yes sir. I worked the area near the wéil, four or five miles
to the scuth, and we tied into that well with our seismic e:;plora(;ion. We
feel that by tying in fhaf well and coming up to this area there is possibly

a simulation in the area.

: Reeves Unit will cover the probable producing area of this high if it is

! : productive ?




A. From our experience and nearby fields, we feel that this area so
outlined will cover the area.
Q. And that if production qf oil or gas is found on this structural high at
any place within this unit in the Devonian that .it wii‘ll all be produced from
a commoh saource of supply on the same structure?
A. A common reservoir, th-at is right.
, Q. Do you have anything else that you Wish to add in the way of a statement?
A. No sir." .'
Q. If the Commis#ion please, the detailed structural map has been filed

with the Land Commissioner, as required, is attached to the application.

If it is not required in this hearing, why we will rest with the map of the

outline of the area.

MR. SPURRIER: Very well.

Q. Are there any ques-i-:ic(\ns from the Commission of Mr. Elliott?

MR, SPURRIER: If there are no qﬁesﬁons, the witness may be excused.
Our seéond witness will be Mr. Scott

W. A. SCOTT

'having been first duly sworn, testified as follows:

HOWARD: Mr. Scott
’ , | MR SPURRIER: Mr. Scott has testified before the Commission.
| Q. And he is qualified?

A. And he is qualified.

Q. State your name please.
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A. W.A. Scott

You are empioyéd by Shell Oil Company ?
Yes sir, in Hobbs, New Mexico.

And in what capacity are you employed?

As a petroleum exploitation engineer.

© » P > D

And you have qualified before the:Commission, and your qualifications
have been accepted ?

A. Yes sir.

Q. In your capacity with Shell Oil Comparny are you fainiliar with the area

known as the Reeves Unit, that is under consideration here today?

A. _Yes'sir, Iam.

Q. Are you familiar with the unit agreement that has been executed between
the operators owning léaseholds in the Reeves area?

A. \,Yes gir, I am.

Q. Wwill grou state into the record the names of the companies hoiding '
leasehalc;s in this Re;ves unit.

A. Yes sir. Shell, Cities Service Oil Company, Sinclair Oil & Gas Company,

Gulf Oil Corporation, Texas-Gulf Producing Company, Ohio Oil Company,

- Tide Water Agsociated Oil Cdmpany, Magnolia Petroleum Company.

Q. They are the leasehold owners in the area?
A. Yes sir,
Q. As to the royalty ownership,'_ all of the lands involved in this unit

are State owned lands, are they not ?
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A. They are.

Q. Will you mark this please as Exhibit ""B'", I hand you what has been
marked as Exhibit "B" and ask you to astate please what that is.
A. This is the unit agreement for the development and operation of the

Reeves Unit in Lea County, New Mexico.

Q And it has been executed by all of the leasehold owners in the area?

A. Yes sir, it has.

Q. I ask that this be admitted please.

MR. SPURRIER: Without objection it will be admitted. B

Q. For the information of the Commission, I have with me executed
copies showing the signature of all of the operators. If you will disper:ie
with them, I will not introduce the executed copies.

MR. SPURRIER: That's very well.

Q. Mr. Scott, is this unit ;.-greement as pre.pared an& sig‘ned by the
operators in tl;e usual form that hag been a;pproved hiretofore by the
Commission for unit operation?

A. Yes sir, it is.

Q. And in addition tc this unit agreement there has also been executed
an operating agreement for the operat.ion of the properties, I believe.

A. Yes‘ sir, it has.‘

Q. If the Commission pleage, I have that if the Commission wants them.
If it doesn't I will not introduce them.

MR. SPURRIER: That's not necessary.
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Q. Under that unit agreement Shell Oil Company is named as the operator

of the properties, I believe.

A. Yes sir.

Q. Does that unii ’agreement contain a commitnient for the drilling of a
well ?

A. Yes sir, it does.

Q. State please what that is?

A. It provides for the” ccmmkei‘ixcement of a well on this unit by or on

June 9, 1952, the well to be driiled to a tétal depth of approximately

12, 750 feet.

Q. As a D‘_levonian test?

A. As a Devonian test.

Q. Unle#s oil"or gas in paying quantities is found at a lesser depth. Is
that correct?

A. Yes sir.

Q. Now, you are familiar with the contents and provisions of thig operatinyg”
agreement - the operating agrc_a,ci‘t%gnt and also this unit agreement? |

A. Iam.

Q. In your opinion as an engﬂwle.jr, w1lIf'he operation of this propertf under
this unit agreement result in t}xe ‘c;);ié‘é-f;ation of oil and gas, if ¢il and gas
is discovered on this structure?

A Yesic sir, it will. |

Q. Will you state to the Commission your reason for that statement?
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A. Well, there are several reasons; one being the production practices
are aided by the formation of a unit and the operation will permit the most

proper and efficient utilization of the reservoir energy. The third, by

* producing the most amount of oil and gas from the accumulation we can conserve

reservoir energy. Another point is, by the formation of this ;mit it will
é.llbw us to ir;stig;te recovery methods that might not be possible to install
in a smaller area. And if we conserve the oil and gas; we can institute any
kind of recovery method that we might plan later on from engineering data
and studies that we determine necessary f.o most efficiently deplete thé »
reservoir and at the same time to conserve to thé greatest extént the
reéervoir energy. Another thing would be the critical steel shortage --
would enable us to develop this acreage most efficiently. It'would eliminate
any intermediate wells, and it would allow us to eliminate any fire hazards
;md it wé;ﬂd lead‘to proper development.

Q. It ia- your opiﬁion'then, as an engineer, that the forming of this unit

is a conservation measuf;l';“

A. Yes sir.

Q. And that under the opération of this unit, the royalty owner, being the
State of New Mexico in this case, will receive the greatest amount of
recoveraﬁle oil.

A. Itis my belief that by the formation of tfhis unit the State would benefit

in that we would practice conservation measures to the utmost degree by

engineering studies and proper technical development of this unit.
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Q. Do you have anything else to state for the record?

A. No sir.

Q. Does the Commission have any question?

MR. SPURRIER: Is there a question? Are there any further questions,
if not the witness may be excused. Mr. Paxton do you have any?

MR. HOWARD: Ihave no further statement, Mr. Commissioner. AllI
do have, ir} accordance with the Commission's statement of policy - I have
a form of order which is in line with the orders heretofore issued by the
Commission in this type case which order 1 ;nrould like to submit to the
Commission.

MR, SPURRIEER: Very well, that being true I will recommend to the
Commission that the order be signed.

MR. HOWARD: Thank you sir. I have nothing further.

MR, SPURRIER: If there is nothing further, the case is ended and the

meeting is adjourned.
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TRANSCRIFT OF HEARING

May 27, 1952

MR. SPURRIER: The n;ueting will come to order, please. The
minutes of the Commission will show that the Commission met yesterday
and directed me to sit for the purpose of taking the record only. Neither
of the other Comminionc‘r- ‘could be ?xfaent this morning. Let the record
show that the udvertiueinc;ﬁ"t was read,v\ and Mr. Howard, you may proceed.

MR. HOWARD: If the Commission please, this is the application
fér Shell Oil Company for the @pprovcl by this Commission of a unit agree-
ment for the development and cperation of certain lands in Lea County,
New chico. The lands being designated as the Resves Unit Area andk

which land will be more definitely described as we proceed with the

~hearing. The appearances I believe have been made - Messrs. Seth and

Howard for Shell. 1 have two witnesses that I would like to be sworn,
Mr. Elliott and Mr. Scott.

Our first witness will be Mr. FElliott

‘A. C. ELLIOTT
having been first duly sworn, testified ;- follows:
DIRECT EXAMINATION

MR. HOWARD: Mr. Elliott, will you take the stand please?

Please state your name

A. A. C. Elliott : N
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And what capacity?

Division geologist for westexrn division.
I take it you are a geologist?
Yeo sir.

Will you state for the record your education and training as

‘s geologist,

A

Q

Graduate BS degree in geology Texas A & M College.

May I ask if these qualifications will ‘be accepted?

MR, SPURRIER: Theay will be.

Q.

- In your capacity with Shell Oil Company, are you familiar

with certain exploration work that the company has done in the area that

is involved in this hearing and is designated as the Reeves Unit?

A.

Yes sir.

Q. For the record will you read into the record the description

6! the lands involved in the unit.

AQ

SE/4 section 25 and E/2 section 36, T.18 8, R.35 E,

NE/4 section 1, T.19 8, R. 35 E; §/2 section 30, SW/4 section 29, All

section 31, W/2 section 32, all in T.18 8, R.36 E; N/2 section 6, NW/4

section 5, T.19 S, R. 36 E, Lea County, New Mexico.

Q.

Those are the lands that are described in the application

flled with the Oil Conrservation Commission and also with the Land

Commissioner, is that corvect?

Al

That's right.
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Q. Will you mark that please as Exhibit "A”., Mr. Elliott, I

hand you what has been marked Exhibit "A: and ask you to state what that is, please

A. This is a selsmic high. {interruption)

Q. Just a minute. That is a picture ,r‘e‘preuntation of the land
involved in the unit, ien't it?

| A. That's right.
Q; _ I ask that that be admitted please.
- MR. SPURRIER: Without objection it will be admitted.
Q. Now, Mr. Elliott, has the Shell Oil Company conducted
exploration work on this unit and in the area thereof?

A. Yes sir.

.Q. Will you state to the Commission what that work consisted of,
plciic: -

A. We have conducted seismic reflection and aeisﬂc surveys of
this area. And the work {adicates that there is & seismic high in this area,
a closed structure which we presume there are possibilities of the
devciopment of oil. | | a

| Q. Is that a structural high on the Devonian? ’

A. Yessir. I wﬁrked the area near the well, iot;;é‘:"btf fi\ve_}nilu

to the south, and we tied into that well with our seismic exploration. We

feel that by tying in that well and coming up to this area tho-u is possibly

" a simulation in the area.

Q. 1Is it your opinion that the area that is included in the proposed
Reeves Unit will cover the probable producing area of this high if it {e

productive ?
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A. From our experience and nearby fields, we feel that this area eo

outlingd will cover the area.

Q. And that if producti:on of oil or gas is found on tﬁia structural high at
any place within this unit in the Devonian that it will all b; -1;;'odt_xced from
a ccrﬁmo‘n source of supply on the same if:;ucture?

A. A common reservoir, that ’is ‘:rig;ht.~

Q. Do you have anything else that yt;u w'wish to add in the way of a Qtatement?
A. No lil‘..

Q. i’.‘tke Commission please, the detailed atructur-ai map has been filed

with the Land Commissioner, as required, is attached to the appiication.

'If it is not required in this 'hea'riug. why we will rest with the mip of the

ouil!n'o of the area.

MK. SPURRIER: Very well.

Q. ‘Are there any qu'etvtion-‘ from the Commiuio# of Mr. Elliott?

MR. SPURRIER: If there are no questions, the witness may be excused.
" Our second witness will be Mr, Scott
W. A, SCOTT

having been first diilyi sworn, testified ac follows:

. MR. HOWARD: Mr. Scott

MR. SPURRIER: Mr. Scott has testified before the Commission.
Q. And he is qualified?
A, And he is qualified.

Q. State your name please.
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A, W, A, Scott | »

Q. You are employed by 8hell Oil Company ?‘

A. Yes sir, in Hobbs, New Mexico.

Q. And in what capacity are you employed ?

A. As a petroleum exploitation engineer.

Q. ‘And you have qualified before the Commission, and your qualifications
have been accqpt;d? | |
A. Yes sir.

Q. In your éapacity with Shell Oil Companf ire you familiar with the area
known u the Reeves Unit, that is under consideration here today ?

A. Yes air, I1am.

Q. Are you familiar with the unit agreement that has been exccutedAbetween

the cperators owning leascholds in the Reeves area?

A. Yes sir, 1am, |

Q. will youﬂstato into thi r_céoid the names of the companies holding
leaseholds in this Reeves unit. | ‘

A. Yes .iz. Shell, Cities Service Ofl Company, Sinclair Oil & Gas Company,
Gulf Of) Corporation, Texas-Gulf Producing Company, Ohio Oil Company,
Tide Water Au#chtcd Oil Company, Magnolia Petroleum Company.

Q. They are the leasehold ownery in the area?

A, Yes sir. | | ’

Q. ;\- te the r;yalty ownership, all of the lands involved in this unit

are State owned lands, are they not?
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A. They are.

Q. Will you mark this pleage g8 Exhibit "B". I hand you what has been
marked as Exhibit "B" and ask you to state please what that is.
A. This is the unit agreement for the development and operation of the

Reeves Unit in Lea County. New Mexico.

- Q. And it has been executed by all of the leasehold owners in the area?

A, Yes oir, it has.

Q. 1 ask that this be admitted please.

- MR. SPURRIER: Without objection it will be admitted.

Q. For the information of the Commission, 1 have with me executed
copies lhowing the signature of all of the operators. If you will dispense
withvtl;enh. I will not intfoducc the executed copies.

MR. SPU?.RIER: That'o v‘cry?well. .

Q. Mr. Scott, is this unit agreement as prepared and signed by the
operators in the usual form that has been approved heretofore by the
Commission for unit operation?

A, Yes sir, it is.

been executed
Ty

9

1.J believe.

pl
‘

A. Yeo sir, It has. B
Q. 1If the Comnmission pleani. I have that if the Commission wants them.
If it doeen't I will not introduce them.

MR. SPURRIER: That's not nccuiary.
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Q. Under that unit agreement Shell Oil Company is named as the operator

of the propertiee, I believe.

A, YTes sir. |

Q. Does that unit agreement contain a commitment fox the drilling of a
weﬁ ?7

A. Yes siv, it dces.

Q. 'St;te please what that is?

A. It provides for the commencement of a well on this unit by or on

June 9, 1952’\. the well to be drilled to a total depth of approximately

12, 750 feet.

-

Q. As a Devonian test?

A. As a Devonian test.

Q. Unless oil or gu in paying quantities is found at a lesser depth. Is
that correct?

A, Yes sir.

Q. qu, you are familiar with th_e contents and provisions of this operating
agreement - the operating agreement and also this unit agreement 7

A. Iam.

Q. In your opinion as an ‘enginecr. will the operation ef this property under
this unit agreement result in the conservation of oil and gas, if ofl and gas
is discovered on this structure? '

A. Yes sir, it will,

Q. Will you state to the Commission your reason for that statement?
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A. K is my belief that by the formation of this unit the State would benefit

A. Well, there are several reasons; one being the production practices

are aided by the formation of a unit and the operation will permit thé most
p;ﬁp?r and efficient utilization of the reservoir energy. The third, by
producing the most amount of oil and gas from the accumulation we can conserve re
reservoir energy. Another point is, by the formation of this unit ii will
allow us to {nstigate -recovery; methods that might not be possible to install
in a smaller area. And if we conserve the oil and gas, we can institute any
kind of recovery method that we might plan later on from engineering data
and studies tiu.t we determine necessary to most efficiently deplete the
reservoir and at the same timelto conserve to the greatest extent the
reservoir energy. Another thing would be the critical steel shortage --
would enable us to develop this acrecage most efficiently. It would eliminate
any intermediate wells, and it would allow us to eliminate any fire hazards
and it would lead to propér development,

Q. It is your opinion then, as an engineer, that the forming of this unit

‘is & conservation measure ?

A. Yes sir,
Q. And that under the operation of this unit, the royaity owner, being the
State of New Mexico in this case, will receive the greatest amount of

recovezrable oil,

in that we would practice conservation measures to the utmost degree by

engineering studies and proper technical development of this unit.
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Q. Do you have anything eise to state for the record?

A. No lir,

. Q. Does the Commission have any question?

Mll SPURRIER Is fhere a question? Are there amf further qddstiiunn.
if not the witness may be ;xcuned. Mr. Paxton do y‘ou-ha.ve any?

MR, HOWARD: 1have no further statement, Mr. C-ommll.lioner. ALl
do have, in acco.rdance fvith the Commission's statement of policy - 1 have
a form of order which is in line with the orders heretofore issued by the
Commission in this type case which order I would like to submit to the
Commission. | |

MR. SPURRIER: Very well, that being true I will recommend to the
Commission that the order be signed. |

MR, HOWARD: Thank you sir. Ihave nothing further.

MR, SPURRIER: If thexre is nothing further, the case is ehdcd and the

meetiag is adjourned.




