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_ ~—~— Unit Mame TIPPIN RANCH UNIT=-(EXPLORATORY)

w . Operator AMERICAN QUASAR PETROLEUM COMPANY

| County EDDY COUNTY
DATE OCC CASE NO. 5370 EFFECTIVE — TOTAL SECRECAT

. EGATION
APPROVED QCC ORDER NO. R-4623 DATE ACREAGE STATE FEDERAL INDIAN~FTE CLAUSE TERM
Commissioner Commigsion 4-29-75 3,840,00 400.00 3,440,00 -0~ Yes 5 yrs.

4-28-75 12-3-74 _ _ :

UNIT AREA

TOWNSHIP 23 SOUTH, RANGE 23 EAST, NMPM
Sections 3, 4, and 5: All
‘Seotions 8, 9, and M0: ALl
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Unit Name TIPPIN RANCH UNIT (EXPLORATORY)
QOperator AMERICAN QUASAR PETROLEUM COMPANY

County EDDY
RATIFIED ACREAGE
TRACT NO. SEC. TwWP. RGE, SUBSECTION DATE ACRES NOT
RATIFTED r_mmmmm
L-1496-1 3 238 23E  N/2SL/4, NW/4NE/4, SL/4NE/4 4~23-75 160,00 ' American Quasar Petroleun
' Company
3 238 23E N/2:21/4, SE/4NW/4, NE/4NE/4, SW/4LNE/4
SE/4:E/4 4-23-75 240,00 American Quasar Petroleun
Company
p
-
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TIPPIN RANCH UNIT-(EXPLORATORY)

Unit Name
Operator AMPRICAN QUASAR PETROLEUM COMPANY
County EDDY_COUNTY
"“DATE OCC CASE NO., 5370 EFFECTIVE — TOTAL S FORECATION
APPROVED 0CC ORDER NO, R=4923 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
Commisaioner Comnission 4-29-75 3,840,00 400,00 3,440,00 -0- Yes 5 yrs.
; 4-28-75 12-3-74

UNIT AREA

TOWNSHIP 23 SOUTH, RANGE 23 EAST, NMPM

Sections 3, &4, and 5:

All

Sections 8, 9, and 10: All
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Unit Name __TIPPIN RANCH UNIT (EXPLORATORY)
Operator _ AMERICAN QUASAR PETROLEUM COMPANY

County EDDY
STATE LEASE INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC., TWP, RCE. SUBSECTION DATE ACRES NOT
_ RATIFIED LESSEE
14 L-1496-1 C.S. 3 238 23E  N/2SE/4, NW/4NE/4, SE/4NE/4 4=23~75 160.00 American Quasar Petroleum
Company
15 1G-2421 c.S. 3 23s 23E  N/2NW/4, SE/4NA/4, NE/4NE/4, SW/4NE/4 .
SE/4SE/4 4=23=75 240.00 American Quasar Petroleum

Company




United States Department of the Interior

GEOLOGICAIL, SURVEY

Drawer 1857
Roswell, New Mexico 88201

June 5, 1975

American Quasar Petroleurn Company
Attention: Mr. Howard P. Dradford

BN YAasssvhiea TI.. 132 |
www ¥ “uﬁull. uuuuuug
Midland, Texas 797901
Gentlemen:
i

By letter of May 28, 1975, as unit operator, you submitted for approval
three original copies each of consent and ratification instruments to the
Tippin Ranch unit and unit operating agreements executed by Aliled
Chemical Corporation, covering ali of their interests within the unit
area.

Also, by separate letter of May 26, 1975, you filed for approval an
instrument designed to dissolve and terminate the Tippin Ranch unit
agreement. Such instrument terminating the unit agreement was
approved effective as of May 29, 1875, the date filed with this office.

Section 25 of the unit agreement specifies that upon approval joinders
to the unit agreement shall become effective on the firct day of the
month follow ing the month in which they were filed for approval.
Inasmuch as the subject joinder cannot become effective prior to.the
unit agreement termination date, approvsl of the joinder is hereby
denied. Copies of the joinder are being distributed to appropriate
Federal offices for record puirposes.

Sincerely yours,

CARL C. TRAYWICK
ce: Acting Area Oil and Gas Supervisor
-~ BLM, Santa Fe (w/cy joinder)
Com. Pub. l.ands, Santa Fe Note to BLM: The proposed joinder

Artesia (w/cy joinder) covers oil and gas leases' NM 484 and
NM 1523. These leases should not
ARStall:ds receive extensions as a result of unit

termination.
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- . - CONSENT' AND‘RATIFICATION ‘
TIPPIN RANCH UNIT AGREEMIENT
EDDY COUNTY, NEW MEXICO
The uhdcrsigncd, (whether one or more) hereby acknowledges receipt of a copy of
the Unit Agreement for the Development and Operation of the Tippin Ranch Unit
Area embracing lands situated in Eddy County, New Mexico, which said Agrcement
is dated the 15th day of November, 1974, and acknowledge that they have rcad the
- same and are familiar with the terms a;ld conditions thercof. The undersigned,
I also being the owners of the leasehold, royalty, or other interests in the iands
or minerals embraced in said dnit Area, as indicated on the schedule attached
to said Unit Agreement as Exhibit "B", do hereby commit all of their said inte-
rests to the Tippin Ranch Unit Agrecement and do hereby consent thereto and ratify |
ali of the terms and provisions thereof, exactly the same as if the undersigned
ha& executed the original of said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREOL", this instrﬁment is executed by the undersigned as of the

:.ie set forth in their respective acknowledgments.

- '
i /. .
; | 1(?;£lﬁué;42/7clz (i:ZéZ/?LJZJ’ ALLIEDAﬂ?iﬁCAL CORPORATION

Lol P b A Zm__/zim

B : x ‘ Ro %r Stoneburner, Attorney-in-Fact
§ : ?Fo ower of Attorney see File
- : M NECOANN

< | | INDIVIDUAL 0 effect)

1
1
|
|
|
|
4
NM 0558400 which authority is stiii
|

STATE OF b
COUNTY OF__ . i
The foregoing instrument was acknowlcdged before me this day of
, 1974, .by and
his wife.

t4

MY COMMISSION EXPIRES:

Notary Public

CORPORATE

STATE OF TEXAS )
COUNTY OF  HAKRIS 1

{ ‘ The foregoing instrument was acknowledged before me this /J’/,{day of
7 (% ., 1974, by Roger M.. Stoneburner who is
ALtOrn%—n.—Fact . of ALLIED CIII'..ICf\!. (ORP() WTIOH a _New York
Corporation, for and on y behalfl of said corparati
MY COMMISSION EXPIRES:

. -
4. /=77 ) LiNDA LOU HARRISON e /(L//X%Wéw\
; y Prubli

potary Public i ane ror Hogris County, Texas
iy Coinmission Exgires June 1, 19_,12.




CONSENT AND RATIFICATION
UNIT OPERATING AGRIEEMENT
TIPPIN RANCII UNIT ARICA
EDDY COUNTY, NEW MEXICO

The undersigred, (whether one or more) hereby acknowledge receipt of a
copy of the Unit Opcrating Agrecement in conncction with the Unit Agrecement for
the development and operation of the Tippin Ranch Unit Arca embracing lands
gituated in Eddy County, New Mexico‘, which said agreement is dated the 15th
day of November, 1974, and acknowledge that they have rcad the same and are
familiar with the terms and conditions therof. The undersigned also bcing the
owners of leasehold interest being comunitted to said Unit Agreement do hereby
consent to said Unit Operating Agreement and ratify all the terms and provisions
thereof, exactly the same as if the undersigned had executed the original of szid
Unit Operating Agreement or a counterpart thercof,

IN WITNESS W;iFREO}:", this instrument is executed by the undersigned as

of the date set forth in their respective acknowledgements.

ALLIFD/G"WICAL CORPORATION
BY:

Roger 4 Stoneourner, Attorney-in-Fact
CORPORATE (FoF Power of Attorney sce File

~h 4+~ S
fM Us584U0 which author lt.j i5 5

in effect)

#3117
Ll

S LATE OF TEXAS b

COUNTY OF HARRIS b

The forcgoing instrument was acknowledged before me this 237 A day of

___/2_%__%__, 1975, by Roger Y. Stoneburner who is Attorney-in-Fact
of ALLIED CHEMICAL CORPORATION a New York Corporation,

for and on behalf of said Corporation.

MY COMMISSION EXPIRES: ' / /4_/ % ,&%Maa/

Notary Public

/ - = LINDA LGU HARRISON
e - ) S Notary Publ- » and rer Harsis County, Texas
1dy Commis_ion Expires June 1, 19,2 .2
INDIVIDUAL
STATE OF _ ¢
COUNTY OF )

The forcgoing instrument was acknowledged before me this day of

,1975, by

MY COMMISSION EXPIRES:

N Public




505-827=-2748
PHIL R. LUCERO May 28, 1975 P. O. DOX 1148
COMALICCIONED SANTA FE, NEW MEXICO 87301

Amexican Quasasr Petrolewx Conpamy
0% Vanghn Bullding
Midlamd, Tweas 75701

he: Termimmtion of Tippin Sanch Unit
Eddy County, Naw Nexico

ATTENTION: We., Beward P, Rredferd
Gentlenexn

This vill scimouledge receipt of your lsttar dated May 28, 197§,
together with two imstrucmsts foX the termimstice of the Tippin Hdaach
i,

The Commissionar o Publiic lands hés this dete terminated the
Tippin Remch Unix subject to liks terminstion by the Usfzed 22255 Joew
logieal Swrver.

Inslesed 8 ous sppreved wopy of the ieatrumest fexr yeux filae.

WY canins sl o A . A .

Tiseou asvien WoR i To65 GJPIVES The teTmnALien 89 Thet wm
sty f£inioh pessassing the Setwimdtica.

Very truly yeurd,

ML R, LACKRO
Ceaiias IOMER OF PUBLIC lAMNS

| 2 4
RAY D. CRANAX, Dirwecter
01l sad Gas Divisica
Ri/a0C/e
onel.
ect US88~Rosweil, New Mexico .
00C~ Samta Fe, New Mexive




20: Amexrican Qmasax Fetzolewm Co.-
TIFFIN RANCH WNIT
Rddy County, New Mexice

Gent leomon:

Tippin Banck Unit Agreamsut sand Opersting Agresmenc, B4dy Coumty,
New dlexise. This apprevel is subjest to like approwal by the Uuited
states Geviogieal Swrway.
Bnslesed aze Five (3) Certi’icates of approwl. Ve ars furmisiing
ths USGE a copy af owr letter of apprewal,

Piesse advice this offtce whon the United Siates Geelegicsl Survey
approves the agresment zo that we may fiaish Jrocessiag sams. Alse,
submit Allied Chemicel Corporutien tatifivstion ae senm as it is sveilable.

Vexy truly vours.

PEIL R. LUCERO
COMNISSIOMER OF MMLIC LiNOS

BY:
RAY D, GRARAM, Direstor
041 andé Gas Divisien

mL/AYG /s
encis.

cet oS -Reowall, Rew Maxioce
OCC~ Santa Fe, New Mexico |~

PHIL R. LUCERO April 28, 1973 P. O. BOX I148
COMMISSIONER SANTA FE, NEW MEXICO 87501
Mr. Tad Collins, Jrx.
606 Vaughn Duilding
Midlend, Tezms 79701
The Commissiocner of Public Lands his this dats appreved the




United States Department of the Interior
GEOLOGICAJ. SURVEY

Ucawer 1357 L
Roswell, New Mexico 88201 '

April 29, 1975

American Quasar Petroleun Ca. of New Kexico
Atteatinn: Mr, Ted Collins, Jr.

506 Vaughn Suilding

Midland, Texza 79701

Gent Lemen:

Two approved copies of the Tippin Ranch uvait agreement, Eddy
County, Now Mexico, with Americsn (uasar Petrolewm Co. of New
Mexico as unit operator, ave anclosed, Such sgresment has been
assigned Mo, 14-08-0001-14264 and is effective April 29, 1975,
the same date as approved,

You are requested to furnish the Commissioncr of Public Lends,
the 0{1 Conservation Comaission, both of tha Siate of Hew Mexico,
and all cother interested principals with appropriate evidence

of this approwsl,

Sincaraly woura, 1

(ORIG. 5GD) CARL C. TRAYWICK

CARL C, TRAYWISK
Acting Area 0il a2nd Gas Supervisor

cc:
Artesiz (w/cy applm.) 1
Area Geologist, Roswell (ltr, cnl‘./y)

N.M.0.C.C.;, Ssnta Fe (ltr. only)
Com. Pub, Lands, Sants& Fe (ltr. only)

JAGillham: ih

™
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’ AMERICAN QUASAR PETROLEUM CO.

I 606 YAUGHN BUILDING / MIDLAND ; TE}AS 79701 U.S.A. / TELEPHONE (915) 682-3737
L] TORONTO STOCK EXCHANGE SYMBOL AQPT NASDAQ SYMBOL AQAS

May 8, 1975 \5 j/O

Mr. A. L. Porter

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

Santa Fe, New Mexico 87501

Re: Tippin Ranch Unit Agreement
Contract #14-08-0001-14264
Eddy County, New Mexico

Dear Mr. Porter:

in accordance with the instructions from Mr. Carl C. Traywick,
Acting Area 0il and Gas Supervisor, in United States Geolocgical
Survey, please find enclosed photocopy of Certification

approving the Tippin Ranch Unit Agreement effective April

29, 1975. In addition we are enclosing a copy of the Certificate
of Approval from the Commissioner of Public Lands of the

State of New Mexico dated April 28, 1975.

If you should need additional information or material, please
advise.

|} :

"\,

M

‘
—MW“J

HPB/rs
Enc.




CERTIFICATION--DETERMINATION [UR

Pursuant to the authority vested in the Secretary of Interior, under
the act approved February 25, 1920, 41 Stat. 437, as amended, 30 u. S. C.
secs., 181, et seq., and delegated to the Oil and Gas Supervisors of the
Geological Survey (33 F. R, 58lz), 1 do hereby:

A. Approve the attached agreement for the development and operation
of the Tippin Ranch Unit Area, State of New Mexico, Eddy County.

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

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

UG, IR . 3N D < Y )
SLIIlP 4lid COOUulLIOIlS Ul UILlS d.g}.:eulen\..

Dated April 29, 1975

- —~ r .

r

£CHh Y 041 and Gas Superf{sop,/' United States Geolcgical Survey

Contract Number 14-08-0001-14264

.,
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NEW MEXICO STATE LAND OFFICE

ATHMTITMT LM

CERTITICATE OF AFFRUVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
TIPPIN RANCH UNIT
EDDY COUNZY, NEW MRXICO

There having been presented to the undersigned Commissioner of Public
Lands cf the State of New Mexico for examination, the attached Agreement
for the development and operation of acreage which is described within
the attached Agreement, dated Rovenber 15, 1974 | yhich said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

{a) That such agreement will tend to promote the conservation
of oil and gas and the better utilization of reservoir
energy in said area.

(b) That under the proposed agreement, the State of Mew Mexico
will receive its fair share of the recoverable oil or gas
in place under its lands in the area.

(¢) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable oil and gas under its lands within the area.

{(d) That such agreement is in other respects for the best

interests of the state, with respect to state lands.

NOW, THEREFORE, by virtue of the authority conferred upon me under
Sections 7-11-39, 7-11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexicc
Statutes Annotated, 1953 Compilatior, I, the undersigned Commissioner
of Public Lands of tha State of New Mexico, do hereby counsent to and
approve the said Agreement, however, such consent and approval being
limited and restricted to such lands within the Unit Area, which are
effectively committed to the Unit Agreement as of this date, and, further,
that leases insofar as the lands covered thereby committed to this Unit
Agreement shall be and the same are hereby amended to conform with the terms
of such Unit Agreement, and said leases shall remain in full force and ef-
fect in accordance with the terms and conditions of said Agreement. This
appiuvail is subjecl tu all of the provisions and requirements of the afore-
said statutes. '

IN WITNESS WHEREO;s this Certificate of Approval is executed, with s;gl
affixed, this th, day of April 19 e

3

Al D

COMMISSIONER OF PUBLIC LANDS
of the State of New Mexico




. R TRUJILLO

OIL CONSERVATION COMMISSION CHAIRMAN ;
LAND COMMISSIONER
STATE OF NEW MEXICO LEX ). ARMLIO
P.O. ROX 2088 - SANTA FE MEMBER

STATE GEOLOGIST
A.L.PORTER.JR.

SECRETARY - DIRECTOR
Dscember 5, 1974

Richard Re: CASE NO. 5370
Mr. Randolph chardson R-4923
Attorney at Law ORDER NO.
Post Oifice Box 819 Applicant :
Roswell, New Mexico 88201 PP :

American Quasar Petroleum
Dear Sir:

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

Very truly yours,

PR B
72 e o]
;/C /é; — e s
L - ' p Y -
(7@ 1A
A. L. PORTER, Jr. »
Secretary-Director

ALP/ix

Copy of order also sent +o-

Hobbs OCC ) X
Artesia OCC R
Aztec OCC _
\ , . _ e
other Unit Division State Land Offic

Ll amd
.




- TIPPIN RANCH UNIT AGREEMENT, EDDY COUNTY,

. of New Mexico, seeks approval of the Tippin Ranch Unit Agreement

BEFPORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THF OIL CONSERVATION
<OMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 5370
Order No. R-4923

APPLICATION OF AMERICAN QUASAR PETROI-EIM
COMPANY CP NEW MEXICO FOR APPROVAL OF THE

NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9:09 a.m. on Nocvember 26,
4, at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this _3rd  day of Dacember, 1974, the Commiasion,
a quorum being present, having considered the testimony, the
record, and the reconmendations of the Examiner, and being fully
advised in the prermises,

FINDS:

(1) That due public notice having besn given 2= raquired by
law, the Cormission has jurisdiction of this cause and the
subjact matter thereof.

(2) That the applicant, American Quasar Petroleum Company

covering 3840 acres, more or less, of State and Federal lands
descrired as follows:

EDDY COUNTY, NEW MEXICO
TOWNSHIP 23 SOUTH, RANGE 23 EAST, NMPM
Sections 3, 4, and 5: All
Sections 8, 9, and 10: 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 Tippin Ranch Unit Agreement is hereby
approved. '




..2-
CASE NO. 5370
. Order No. R~4923

(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, 3
that notwithetanding 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 develop-|

- ment of any lards committed to the vnit and production of oil or |
. gas therefrom. ;
|

(3) That the unit operator shall file with the Commission

- an executed original or executed ccunterpart of the unit agreement
. within 30 days after the effective date thereof; that in the

event of subsequent joinder by any party or expansion or contrac-
~ tion of the unit area, the unit operator shall file with the

Commission within 30 days thereafter counterparts of the unit

agreement reflecting the subscription of those intereste having

joined or ratified.

(4) That this order shall become effective uvpon the approval
of said unit agreement by the Commissicner of Public Lands for the
State of New Mexico and the Director of the United States
Geological Survey; that this order shall terminate ipso facto
upon the termination of said unit agreement: and that the last
anit 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 Cormmission may deem necessary;

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

CMANT MAD WMTLY LETIwTsan
- asehas W ABASTY SAIDAM AN\

OIL CONSERVATION COMMISSION

I./R. TRUJILLO, Chairman

ALEX J. ARMIJO, Member

L. . ﬁ

+ L. PORTER, Jr., M & Secretary

NG

SEAL )

jx/ 5




[ DUy S

—
REFORE EXA MINER

NUTTER

RYATION COMM!SS‘ON

OlL CONSE e TIPPIN RANCH FEDERAL UNIT
s €y ERRIDIT P — )
2T e — | PROPOSED LGCATION

1500' FNL & 1980' FWL
Section 9-23S5-23E
Eddy County, New Mexico

GEOLOGICAL DISCUSSION

The Tippin Ranch Federal Unit outlines a Lower Morrow Sand
prospect along a prominent north-south alligned subsurface anticline.
Etectrical 1og correlations indicate that the prime Lower Morrow
Sand objective is correlative to the Lower Morrow pay in the Rock

Tank Field (12-235-24E) and also correlative to the shut-in gas pay

in the Humble #10 Huapache Unit (10-235-22E). This particular Morrow.

Sand is sensitive to structure; therefore, over the well defined
subsurface anticline excellent potential can be anticipted. Through
1-1-74, the Lower Morrow Sand pay in the Rock Tank Field has produced

23 Billion cubic feet of gas from 7 wells., Immediately w

£ + L~
st of the

(1M

Rock Tank Field at a structurally lower position this Lower Morrow
Sand yielded water in the Gulf #1 North Caverns Unit (11-23S5-24EF)
and the Cities Service #1 Azotea Mesa (8-235-23E). The proposed
(9-235-23E) will be higher structurally than ;he Rock Tank Field.
Humble completed it's #10 Huapache Unit in May of 1963 as a
shut-in gas well that was potentialed for 5,700 MCFGPD. Humble's
pay in this well is considered equivalent to the Lower Morrow pay
in the Rock Tank Field. The trend of this prospective sand extends
beneath the wildcat location of the proposed Tippin Ranch Federal
Unit. The Tippin Ranch Prospect is separated from the Humble #10
Huapache Unit by a down-to-the-west regioral fault. This fault is
well defined north of the Tippin Ranch Federal Unit where it forms

the western limit of the prolific Indian Basin Canyon Reef Field. The




fauit is easily recognized by the much thicker deposits of Lower
Wolfcamp and Upper Pennsylvanian sediments in the downthrown block.
The nortk and south limits of the Tippin Ranch Federal Unit
are formed by the pinchout of the prospective Lower Morrow Sand.
Evidence for these limits are verified by electrical logs and res-
ervoir pressure data from drillstem tests. At approximate1y the
10' isopachous interval of the Lower Morrow Sand the reservoir be-
gins to deteriorate as shown by the diminished shut-in pressures
recorded on drillstem tests. An effective norosity limit to the
Lower Morrow reservoir has been sej):~cited which corresponds to the
10' isopach contour of this sand. This effective barrier defines
the northern and southern boundry of the Tippin Ranch Federal Unit.
Other potential objectives within the proposed Federal Unit

include stray sands in the Middle and Upper Morrow plus Cisco-Canyon

=9

and Wolfcamp porous carbonates.

\

L
0

AR
C.H.KIMBR
Geolegist
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Examiner Hearing - Tuesday - November 26, 1974 Docket No. 32-74
-2-

CASE 5373: Application of Monsanto Company for an unorthndox location. Eddy
County, New Mexico. Applicant, Iin the above-sriyled cause, seeks
approval for the unorthodox location of a well to test the Morrow
formation at a point 660 feet from the North and West lines of
Section 18, Township 23 South, Range 25 East, Rock Tank Gas Field,
Eddy County, New Mexico.

CASE 5368: In the matter of the hearing callzd by the 0il Conservation Commission
on its own motion to counsider the contraction of the vertical limits
of the Jalmat Gas Pool underlying the Langlie Jal Unit Area in all or
portions of Sections 31 and 32, Township 24 South, Range 37 East, and
Sections 4, 5, 6, 8, 9, and 17, Township 25 South, Range 37 East, Lea
County, New Mexico, to delete the Seven Rivers formatioa from said
pool, and for the extension of the vertical limits of the Langlie-
Mattix Pocl underlying said area to include therein all of the Seven
Rivers formationm.

CASE 5369: Application of Texas Pacific 01l Company, Inc., for an unorthodox
location, Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks approval for the unorthodox location of its Tidwel No.
1 Well, located 990 feet from the South line and 660 feet from the
East line of Section 22, Township 17 South, Range 26 East, Kennedy
Farms~Morrow Gas Pool, Eddy County, New Mexico, the Ef2 of said

//A Section 22 tc be dedicated to the well,

CASE 5370:

Application of American Quasar Petroleum Co. of New Mexico for a
unit agreement, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks approval for the Tippin Ranch Unit Area com-
prising 3840 acres, more or less, of Federal, State, and fee lands
in Township 23 South, Range 23 East, Eddy County, New Mexico.

CASE 5371: Application of Amoco Production Companv rar a unir 2arcoment, Leoa
County, New Mexico. Applicant, in the above-styled cause, seeks
approval of 1ts South Hobbs Unit Area comprising 5074 acres, more
or less, of State and Fee lands in Townships 18 and 19 South, Range
38 East, Lea County, New Mexico.

CASE 5372: Application of Amoco Production Company for a pressure maintenance
project, Lea County, Mcw Mexico. Applicant, in the above-styled
cause, seeks authority to institute a pressure maintenance project
on its South Hobbs Unit by the injection of water into the Grayburg
and San Andres formations through 45 injection wells in Sections 3,
4, 5, 6, 8, 9, 10, 15, and 16, Township 19 South, Range 38 East,

Lea County. New Mexico. and the promilgation of enarial rntes there-
for including, among other things, an administrative prucedure
whereby the project may be expanded by the drilling or conversion

of additional injection wells without further notice and hearing.

CASE 5374: Application of Contlnental 011 Company for simultaneous dedication,
Lea County, New Mexico. Applicant, in the above~styled cause, seeks
approval for the simultaneous dedication of a 4B0-acre non-standard
gas proration unit comprising the N/2 and SE/4 of Section 23, Town-
ship 22 South, Range 36 East, Jalmat Gas Pool, Lea County, New Mexico,
to its Meyer B-23 Wells Nos. 1, 2, 3, and 4, located at unorthodox
locations in Units C, O, E, and G, respectively, of sald Section 23.

e
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J. T. DICKERSON
ATTORNEY AT LAW
1209 Western Umiteo Lare Buitoine
Mini avn, Texas 79701

TELEFHONE 682~1436

November 6, 1974

Mr. Pete Porter

New Mexico Oil Conservation Commission
P. O. Box 2088

Santa Fe, New Mexico 87501

Re: Tippin Ranch Unit Area
T-23-S,R-23-E, Eddy
County, New Mexico

Dear Mr. Porter:

On behalf of American Quasar Petroleum Co. of New Mexico, I am filing here-
with application for approval of the Tippin Ranch Unit Agreement. A copy of
the Unit Agrcement will be submitted to you in a few days.

This is the unit which I discussed with Mr., Bill Carr by telephone last week
and supplied the necessary information in order that the hearing for subject
unit could be placed on the November 27, 1974 Docket.

Applicant will be represented by New Mexico counsel at the hearing. Please
advise in the event additional information is needed.

Yours very truly,

g 3
QA B B g

J. T. Dickerson

JTD:ku
Enclosure

P.S.: Contrary to information supplied, there are no patented or fee lands in
the Unit Area.

DOCKET MAlLEL
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ATTGRNEYS AND COUNSELLORS AT LAW v : b

500 SECOND STREET, NW ¢ o A
BERIARD F METZQAR ALBUQUERQUE, NEW MEXICO 87101 Ol Cums Y ALON Comm
L} . METZGA P [
NICK FRANXLIN fELEPHONE (505) 247'0107 Jﬂﬂtb‘ -

sARAE) ! 1 LiIMNES

November 27, 1974

£7% Conservetion Commission

L ‘2 of New Mexico

Y.-gre Land Office Building ]
Santa Fe, New Mexico 87501

RE: Case No, 5370
Gentlemen:

I represent Mr. Grace and am writing a letter for the record
on the ahove matter which was heard before you on November 26, 1974,

Mr. Grace has acreage in the Tippin Ranch Unit area and wants
to inform the Commission that he does not want to put his land in the

unit,
Very fruly yours,
T '
Teomelll U-LUinss s
Farrell L. Lines

FLimd



L VI

F"

15
16
17
18
19

20

22
23
24
25
26
27
28

UNYXT AGREEMENT

OF THE
TIPPIN RANCH UNIT AREA
COUNTY OF EDDY

STATE OF NEW MEXICO
NO. 5 370

THIS AGREEMENT, entered into as of the 15th day of November,
1874, by and between the parties subscribing, ratifying or consent-
ing hereto, and hc.cin referred to as the "parties hereto".

WITNESSETH:

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

or other oil and gas interests in the unit area subject to this

agreement; and

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

- = s .

437, as amended, 30 U.S.C. Secs. 181 et seq., authorizes Federal
lessees and their represeantatives to unite with each other, or joint-
ly or separately with others, in collectively adopting and operatirng
a cooperative or unit plan of development or operation of any oil or
gas pool, field, or like area, or any part therecf for the purpose of
mULE propeclly couserviuyg Lie natural ;e5uugucs Lilereoul wieuevei de-
termined and certified by the Secretary of the Interior to be necess-
ary 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. 7-11-29 N.M.
Statutes 1953 Annotated) to consent to or approve this agreement on
behalf of the State of New Mexico, insofar as it covers and includes

lands and mineral interest of the State of New Mexico; and,
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WHEREAS, the 01l Cconservation Commission of the State of New

Mex1co 1s authorized by an Act of the Legislature (Chapter 72, Laws

of 1935, as amended by Chapter 193, Laws oi 1937, Chapter 166, Laws

of 19u1,

and Chapter 168, Laws of 1949) to approve this agreement

and the conservation provisions hereof: and,

WHEREAS, the partles hereto hold sufficient interests in the

Tippin Ranch Jnit Area covering the land hereinafter described

to glve reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the purties hereto to conserve

natural resources, prevent waste, and secure other benefits obtain-

able through development and operation of the area subject to this

agreement under the terms, conditions, and limitations herein set

forth;

JOW, THERERORE, in consideration of the premises and the

promises herein contained, the parties hereto commit to this agree-

ment thelr resrective interests in the below-defined unit ar=a, 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 repgu-

lations,

including operating ana unit plan regulations, heretofore

issued thereunder or valid, pertinent, and reascnable regulations

hereafter issued thereunder are zccerted and made a part of this

agreement as to Federai lands, provided such regulations are not in-

consistent with the terms of this agreement; and as to non-Federal

lands,

the oil and gas operating regulations in effect as of the

effective date hereof governing drilling and nroducing operations,

not inconsistent with the terms hereof or the laws of the State in

which the

a2 nart of

nated

2.

and

non-Federal land is located, are hereby accented and made
thlis agreement.
UNIT AREA. The following described land is hereby desig-

recognized as constituting the unit area:



)

N oomus e
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Towrnshin 23 South, Ranice 23 East, 'WiPM
Section 3. All
Section 4: AWY

Seetion 5. Al
Seaction B: Al
Sectinon  9: Al
Section 10: A1)

Containirg 3 240 .00 acres, more or 1ess

s 250,
Txhibit "A" attached heretn is 2 mar showins the unit area and the
boundaries and indentity of tracts and lcases in sald area to ‘the
extend knewn to the Unit Operator. Fxhibit "B" attached hereto is
a schedule showing to the extent known t¢ the Unit Operator the
acreage, nercentage, and kind of ownershic of 011 and gas Interests
in all land in the unit area. However, nothing hereirn or in said
schedule or map shal) be construed as a reoresentation by any onarty

haretc a

.

2] -~
[ I

o the ownershin of any interest other than such interest
or interests as are shown in said map or sohotile as owned by suceh
party. Exhibits "A" and "B" shall be revised by the Unit Operator
whenever changes in the unit area render such revision necessary
when reqguested by the 0il1 and Gas Sunervisor, hereinafter referred
to as "Supervisor", or when requested by the Commissioner of Public
Lands of the State of New Mexico, hereinafter referred to as '"Land
Tommissioner", and not less than five (5) conies ¢f the Revised
rmxnioits snall be filed with the Supervisor and one (1) copy there-
of shall be filed with the Tand “ommissioner, and one (1) copy

with the New Mexico 01l Conservation Commission, hereinaftcor re-

ferred to as "State Commission".

—
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The above-described unit area shall when practicable be ex-

panded to include therecin any additional lands or shall be con-
tracted 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 eoffected
in the following manner:

(a) Unit Operator, on its own mction or on demand of the
Director of the Geological Survey, hereinafter referred to as
"Director", or on demand of the Land Commissioner, after preliminary
concurrence by the Director, shall prepare a notice of proposed
expansion or contraction describing the contemplated changes 1in the
boundaries of the unit area, the reasons therefor, and the proposed
effective date therecf, preferably, the first day of a month subse-
quent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, the
Land Commissioner and the State Commission, and copies thereof mailéd
to the last known address of each working interest owner, lessee,
and lessor whose interests are affected, advising that thirty (30)
days will be allrwed for submission to the Unit Operator of any ob-
ijections.,.

(c) Upon expiration of the 30-day period provided in the
preceding item (b} hcreof, Unit Operator shall file with the Super-
vigor, the Land Commissioner and the State Commigsion, evidence of
%ailing of the notice of expansion or contraction and a copy of any
©objections thereto which have been filed with the Unit Cperator, to-
gether with an application in sufficient number, for ‘approval of
Fuch expansion or contraction and with appropriate joinders.

| {d) After due consideration of all pertinent information,

“he expansion or contraction shall, upon approval by the Supervisor,

“he Land Commissioner, become cffective as of the date prescribed in

‘che notice thereof.
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{(e¢) All legal subdivisions of lands (i.e., 40 acres by
Government survey or its ncarest lot or tract equivalent; in {nstan-
ces of irregular surveys unusually large lots or tracts shall be
considered in multiples of 40 acres or the nearcst aliquot equiva-
lent thereof), no parts of which are entitled to be in a partici-
zating area on or boefore the fifth anniversary of the effective date
of the first initial participating area established under this unit

agreement, shall be eliminated automatically from this agreement,

. effective as of said fifth anniversary, and such lands shall no

longer be a part of the unit area and shall no longer be subject to
this agreement, unless diligent drilling operations are in progress
on unitized lands not entitled to participation on said fifth anni-
versary, in which event all such lands shall remain subject hereto
for so long as such drilling operations are continued diligently;

with not more than 90 days' time elapsing between the completion of

.
next such well. All legal

~

one such well and the commencement of th

¢

subdivisions of lands not entitled to be in a participating area
within 10 years after the eifective date of the first initial par-
ticipating area approved under this agreer >nt shall ke automatically

eliminated from this agreement as of said tenth anniversary. All

 lands proved productive by diligent drilling operations after the

' aforesaid 5-year period shall become participating in the same

manner as during said 5-year period. HKowever, when such diligent
drilling operations cease, all nonparticipating lands shall be auto-
matically eliminated effective as of the 91st day thereafter. The

date ©

rh

unit overator shall within 20 days aftex the effective any

elimination hereunder, Adescribe the area so eliminated to the satis-

‘faction of the Supervisor and the Land Commissioner and promptly

notify all parties in interest.
If conditions warrant extension of the l0-year period speci-

fied in this subsection 2(e), a single extension of not to exceed 2

o N e W N e
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years may be accomplished by consent of the owners of 90% of the
working interests in the current nonparticipating unitized iands and
the owners of 60% of the basic royalty interests (exclusive of the
basic royalty interests of the United States) in nonparticipating
unitized lands with approval of the Director and Land Commissioner,
provided such extension application is submitted to the Director

and the Land Commissioner not later than 60 days prior to the ex-
piration of said 10-~year period.

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

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land com-
mitted to thils agreement shall constitute land referred to herein
as "unitized land" or "land subject to thsi agreement™. All cil
and gas in any and all formations of the unitized land are unitized
under the terms of this agreement and herein are called "unitized
substances".

4. UNIT OPERATOR. American fuasar Petroleum Co. of New Mexico
is hereby designated as Unit Operator and hy signature hereto as
Unit Operator agrees and consents to accept the duties and obligations
of Unit Operator for the discovery, development, and production of
unitized substances as hereln provided. VWhenever reference 1s made
herein to the Unlt Operator, such reference means the Unit Overator
acting in that capacity and not as an owner of interest in unitized

substances, and the term “working interest owner" when used shall

include or

[ A TN
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rofer to Unit Operator as the owner of a working intoresat when auch
an interest is owned by it,

5. RESIGNATION OR RLEMOVAL OF UNIT CPERATOR. Unit Operator
shall have the right to resign at any time prior to the establish-
ment of a participating area or areas hereunder, but such resigna-
tion shall not become effective so as to release Unit Operator from
the duties and obligations of Unit Operator and terminate Unit
Operator's rights as such for a period of 6 months after notice of
intention to resign has been served by Unit Operator on all working
interest owners and the Supervisor and the Land Commissioner, and
until all wells then drilled hereunder are placed in a satiafactory'
condition for suspension or abandonment whichever is required by the

Supervisor as to Federal lands and the State Commission as to State

lands, unless a new Unit Operator <hall have Seen selected and
%approved and shall have taken over and assumed the duties and obli-
i
gations of Unit Operator prior to the expiration of said period.
Unit Operator shall have the right tec resign in like manner
and subject to like limitations as above provided at any time a par-
ticipating area established hereunder is in existence, but, in all
instances of resignation or removal, uatil a successor unit operator
is selected and approved as hereinafter provided, the working inter-
est owners shall be jointly responsible for performance of the duties

not latex than 30 days before such resig-

=

of unit operator, and shal
nation or removal becomes effective appoint a common agent to repre-

sent them in any action to be taken hereunder.

j The resignation of Unit Operator shall rot release Unit Oper-
Eator from any liability for any default by it hereunder occurring
grior to the effective date of its resignation.

Thé Unit Operator may, upon default or failure in the perfor-
mance of its duties or obligations hercunder, be subject to removal

by the same percentage vote of the owners of woxking interests as
i
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herein provided for the selection of a new Unit Operator. Such re-
moval shall be effective upon notice thereof to the Supervisor and
the Land Commissioncr.

The resignation or removal of Unit Operator under this agrce-
ment shall not tcrminate its right, titlie, or interest as the owner
of a working intorest or other interest in unitized substances, but
upon the resignation or.femoval of Unit Operator becoming effective,
such Unit Operator shall deliver possession of all wells, equipment,

materials, and appurtenances used in ccnducting the unit operations

agent, i1f no such new Unit Opera
purpose of conductihg unit operations hereunder. Nothing herein
shall be construed as authorizing removal of any'matefial, equip-
ment and appurtenances needed for the preservation cf 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 2rea or areas according to their respective acre-
age interests in such participating area'or areas, or, until a par-
ticipating area shall have been established, the owners of the
working interests according to their respective acreage interests
in ail) unitized l&nd, shall by majority vote select a successor Unit
Operator: Provided, That, if a majority but less than 75 per cent
of the working interests gqualified to véte are owned by one party
to this agreement, a concurring vote of one or more additional work-
inB 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 responsibilities of Unit Operator, and

(b} the selection shall have been approved by the Supervisor

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

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. 1I1f
the Unit Operator is not the sole owner of werking intecrests, costs
and expenses incurred by Unit Operator in conducting unit operations
hereurder shall be paid and apportioned amor.y and borne by the
owners of working interests, all in accordance with the agreement
or agreements entexed into by and between the Unit Operator and the
owners of working interests, whether one or more, separately or
collectively. Any agfeement or agreements entered into between the
working interest owners and the Unit Operator as provided in this
section, whether one or more, are herein referred to as the "unit
operating agreement." Such unit Operatiﬁg agreement 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 con-
tracts, and such otherx rights and obligations as between. Unit
Operator and the working interest owners as may be agreed upon by
Unit Operator and the working interest owners; however, no such
unit cperating agreement shall be deemed either to modify aﬁy of

the terms and conditions of this unit agreement or to relieve the

i Unit Operator of any right or obligation established under th:s

vnit agreement,; and in cagse ¢of any inconsistency ox conflict be-

| tween this unit agreement and the unit operéting agreement, this

unit agreement shall govern. Three true copies of any unit opera-
ting agreement executed pursuant to this section shoulcd be filed
with the Supervisor and one true copy with the Land Commissioner,

érior to approval of this unit agreement.
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to repay the costs of drilliing, completing and producing operations,
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8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Excepi as otherH

-~ L5 .

wise specificaliy provided heregin, ihe exciusive right, priviiege

v

[}
-1

ntn
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and duty of exercising any and aii rignis of the parties h
which are necessary or coﬁvenient for prospecting for, producing,
storing, allocaving, and distributing the unitized substances are
hereby delegated to and shall be exercised by the Uni%t QOperator as
herein provided. Acceptable evidence of title to said rights shall
be deposited with said Unit QOperator and, together with this agree-
ment, shall constitute and define the rights, privileges, and obli-
gations ¢of Unit Operator. Nothing herein, however, shall be con-
strued 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 possessicn and use vested in the parties hereto only for the pur-
poses herein specified.

9. DRILLING TO DISCOVERY. Within six (6) months after the

Unit QOperator shall begin to drill an

est well at a location approved by the Superviscr, if on

[{]
W
e }

Federal land, or by the Land Commissioner, if on State land,; unless
on such effective date a well is being drilled conformably with the
terms nereof, and thereafter continue such drilling diligently until

the base of the Morrow formation has been penetrated

and all formations of the Pennsylvanian age have been tested, or un-~
ti1l at a lesser depth unitized substances shall be discovered which

can be produced in paying quantities {to-wit: quantities sufficient

with a reasonable profit) or the Unit Operator shall at any time es-

tablish to the satisfaction of the Supervisor if on Federal land, c¢r

the Land Commissioner if on State land, that further drilling of said.

well would be unwarranted or impracticable; provided, however, that
Unit Operator shall not in any event be required tc drill said well
to a depth in excess of 10,300 feet. Until the discovery

of a2 deposit ¢f unitized sub-

[ ]

32

33




re

(29

16
17

18

22
23
24

25

27
28

29

- —————————»

! agreemenrt terminated.

’étitute the further drilling and operating cbligations of the Unit

stances copable of boing produced in paying quantities, the Unit
Operxator shall continuc ¢drxilling diligently one well at a time,
allowing not more thaini s:x- (6 months betweern the completion of one

well and the beginning of the next well, until a well capable of

producing unitized substances in paying quantities is complieted to
the satisfaction of said Supecrvisor I{ 1t be on Federal land or ofF
the Land Commissioner i1if on State land, or until it i1s reasonably
nrovaed that tne unitized land is incapable of producing unitizecd
substances in paying guantities in the formations drilled hereunder.
Notniny in thls sectlion shall be deemed to limit the right of the
Unit Operator to resign as provided in Section 5 hereof, or as re-
gquiring Unit Cperator to commence or continue any drilling during
the period pending such resignation becoming effective in order to
comply with the requirements of this section. The Director and
Land Commissioner may modify the drilling requirements of this sec-
tion by granting reasonable extensions of time when, in their opin-
ion, such action is warranted.

Upon failure to commence any well provided for in this section
within the time allowed, including any extension of time granted by
the Supexvisor and the Land Commissioner, this agreement will auto-
matically terminate; upon failure to continue drilling diligently

any well commenced hereunder, the Supervisor and the Land Commission-

es may, after l1l5-days notice to the Unit Operator, declare this unit

10. PLAN OF FURTHER DEVELGPMENT AND OPERATION. Within 6
months after completion of a well capable of producing unitized sub~-
stances in paying quantities; the Unit Operator shall submit for the
approval of the Supervisor and tae Land Commissioner an acceptable
plan of development and operation for the unitized land which, when

approved by the Supervisor and the Land Commissioner, shall con-
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Opcrator under this agcacment for the period speeificd thieraoin.
Thereafter, {rom time to time before the cxpiration of any existing
plan, the Unit Operator shall submit for the approval of the Super-
visor and the Land Commissioner a plan for an additional specified
period for the development and operation of the unitized land.

Any plan submitted pursuant to this section shall provide for
the exploration of the unitized area nd for the diligent drilling
necessary for determination of the areca or areas therecof capable of
producing unitized substances in paying quantities in each and eQery
productive formation and shall he as éomplete and adequate as the
Supervisor and the Land Commissioner may determine to be necessary
for timely development and proéer ccnservation of the ovil and gas
resources of the unitized area and shall:

(a) specify the number and locations of any weils to be
drilled and the proposed order and time for such drilling; and

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

Separate plans may be submitted for separate preoductive zones,; sub-
ject to the approval of the Supervisor and the Land Commissioner.

Plans shall be modified or supplemented when necessary to meet
changed conditions ox to protect the interests of all parties to
this agreement. Reasonable diligence shall be exe¢rxcised in comply-
ing with the obligations of the approved plan of development. The
Supervisor and the Land Cbmmissioner are authorized to grant a
reasonable extension of the 6-month period herein prescribed for
submission of an initiai plan of development where such action is
justified because of unusual conditions or circumstances. After com-

pletion hereunder of a well capable of producing any unitized sub-

stance in paying quantities, no furthe. wells, except such as may

be necessary to afford protection against operations not under this

-12-
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agreement and such as may be specifically approved by the Supervisor
ahd the Land Commissioner, shall be drilled cxcept in accordance
with a plan of development approved as hereln provided.

1l1. PARTICIPATION AFTER DISCOVERY. Upon completion of a well
capable of producing unitized substances in paying quantities or as
soon thercafter as required by the Supervisor or the Land Comﬁission-
er, the Unit Operator shall submit for approval by the Supervisor
and the Land Commissioner a schedule, based on subdivisions of the
public-land survey or aliquot parts thercof, of all land then re-
garded as reasonably proved to be productive in paying guantities;
all lands in said schedule on approval of the Supervisor and the Land

~ P e A e Pk — P~ o m e = e
Commissioner ©o constitute participating area, eifective as of the

date of completion of such well or the effective date of this unit
agreement, whichever 1s later. The acreages of both Federal and non-

Federal lands shall be rased upon appropria.e computations from the

TN A AT N RS AL INA e A wRats Ay M aaeir e Pae A A A Taseta e A VA

"

as of the effective date of each initial participating area. Said
schedule shall also set forth the percentage of unitized substancés
to be allocated as herein provided to each tract in the participating
area so established, and shall govern the allocation of production

commencing with the effective date of the participating area. A

i separate participating area shall be established for each separate

pool or deposit of unitized substances or for any group thereof which
is produced as a single pool or zone, and any two or more partici-
pating areas so established may be combined into one, ¢n approval of
the Supervisor and the Land 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 the Land Commissioner.

The parvticipating area or areas so established shall be revised from

w N

19
20
21
22
23
24
25
26

28
29
30
31




"o

I T R o B o
-3 N = W i

pd
co

N
N

N
~J

N
@

tlme to time, sublect to llke anproval, to include additional land
then remarded as reasonably proved to be productive In naying auan-
tities or necessary for unit coerations, or to exclude land then
repgarded as reasonzbly nroved rot to be productive in paying auan-
tities and the schedule of allocation nercentages shall be revised
accordingly. “The effective date of any revision shall be the first
of the month in which s obtained the knowladge cr information on
which such revision is predicated, provided, however, that a more
apnropriate effective date may‘be used 1f justified by the Unit
ODrerator and apnroved by the Suvervisor and the lLand Commissioner.
Mo land shall be excluded from a participating area on account of
derletion of the unitized subhstances, excent that anyv partieinating

area established under the provisions of this unit apgreement shall

terminate automatically whenever all completions in the formation on

wnich the narticipating area 1s hased are abandoned,

It is the intent of this section that a narticirating area
shall renresent the area known or reasonabi& estimated to be prcduc-
tive in paylng quantities; but, recardless of any revision of the
participating area, nothing herein contained shall be construed as
requiring any retroactive adjustment for production obtained prior
to the effective date of the revisicn of the narticipating area.

In the absence of agreemen®t at any time between the Unit
Orerator and the Supervisor and the T.and Commissioner as fto the
proper definition or redefinitlion of a participating area, cr until
2 participating area has, or areas have, been established as pro-
vided herein, the portion of all payments affectéd thereby shall be
impounded in a manner mutually accentable to the owners of working
interects and the Supervisor and the Land Commissioner. Royalties
Aue the United States shall be determined by the Supervisor for
Federal lands and the Land Commissioner for State lands and the

amount thereof shall be deposited, as directed by the Supervisor and

pod
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the Land Commassioner, to be held as uncarncd moncy until a partici- 1
pating area 1is finally approved and then applied as earned or re- 2
turned in accordance with a determination of the swn due as Federal 3
and Statc royalty on the basis of such approved participating area. 4

Whecnever 1t is determined, subject to the approval of the 5

Supervisor and the Land Commissioner, that a well drilled under this 6
agreement is not capable of production in paying gquantities and in- 7
clusion of the land on which it is situated in a participating area B
is unwarranted, production from such well shall, for the purposes of 9
settlement among all parties other than working interest owners, be 10
allocated to the land on which the well is located unless such land | 11
is already within the participating area established for the pool l;.
or deposit from which such production is obtained. Settlement for 13
working interest benefits from such a well shall be made as provided | 14
in the unit operating agreement. 15

12. ALLGCATION OF PRODUCTION. All unitized substances pro- | 16
duced from each participating area established under this agreement, | 17

except any part thereof used in conformity with good oper..ting prac- | 18

tices within the unitized area for drilling, operating, camp and 19

other production or development purposes, for repressuring or re- 20

cycling in accordance with a plan of development apprcved by the 21

Supervisor and Land Commissioner, or unavoidably lost, shall be 22

deemed to be produced cgually on an acreage basis from the several 23

tracts of unitized land c¢f the participating area established for 24

25 such production and, for the purpose ¢f determining any benefits 25

26 accruing under this agreement, each such tract of unitized land shall] 26

- 27 have allocated to it such percentage of said production as the num- 27
Eh" - 28 ber of acres of such tract included in said participating areca bears ' 28
29 to the total acres.of unitized land in said participating area, ex- 29

30 cept that allocation of production hereunder i1or purposes other than | 30

31 for settlement of the royalty, overriding royalty, or payment out of | 31

|
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production owligalions of the respective warking interest owners,
shall be on tho basis prescribed in the unit operating agreement
whether in conformity with the basis of allocation herein set forth
or otherwise. It is hereby agreed that production of unitized sub-
stances from a participating arca shall be allocated as provided
herein regardless of whether any wells are drilled on any particular
part or tract of said participating area. IJIf any gas produced from
one participating area is used for repvessuring or recycling pur-
posces in another varticipating area. the Ffiret gae withdrauwn
such last-mentioned participating area for sale during the life of
this agreement shall be considered to be the gas so transferred un-
til an amount equal to that transferxed shall be so produced for
zaie and such gas shall be allocated to the participating area from
which initiaily produced as such area was last defined at the time
of such final! production.

13. DEVELOPMENT OR OPLIRATION OF NON-PARTICIPATING LAND OR
FOIRMATIONE., bﬂny party hereto owning ox controlling the working
interest in any unitized land having therecn a reqular well location
may with the approval of the Supervisor and the Land Commissioner,
at such party's sole risk, costs, and expense, drill a well to test
any formation for which a participating area has not becen established
or to test any formation for which a participating area has been
established i1f such location is not within said participating areca,
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 Operatcx under this agrecement.

If any well drilled as aforcsaid by a working interest owner
results in production such that the land upon which it is situated
may properly be includzd in a participating area, such participating

arca shall be established or enlarged as provided in this agrecment

2

10
11
12
13
14
15
16
17
18
19
20

21

23
24
25
26
27
28
29
30

31




Lah Lk i kB
PR N -
Ki S

10
11
12
13
14

27
28
29
30

31

and the well shall thercafter be operated by the Unft Operator in
scordance 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 thc land upon which such weli is situated in a partici-
pating area, such well may be operated and produced by thc party
drilling the same subject to the conservation requirements of this
aagreenmant. The rovalties in amount or value of praduction from any
such well shall be paid as specified in the underlying lease and
agrecnients arfected.

14. ROYALTY SETTLEMENT. The United States and any State
and any royalty owner who, is entitled to take in kind a share of
the substances now unitized hereunder shall hereafter be entitled
to the right to take in kind its share of the unitized substances,
ancd Unit Operator, or the working interest owner in case of the
operation of a well by a working interest owner as herein provided
for in special cases, shall make deliveries of such royalty share

taken in kind in conformity with the applicable contracts, laws,

and regulations. Settlement for royalty interest not taken in kind

shall be made by working interest owners responsible therefor under

existing contracts, laws and regulations, or by the Unit Operator,

produced during the preceding calendar month; provided, however,
that nothing herein contained shall operate to relieve the lessees
of any land from their respective lease obligations. for the pay-
ment of any royaltiés due under their leases.

If gas obtained from lands not subject to this agreement is
introduced into any participating area hereunder, for use in re-
pressuring, stimulaticn of production, or increasing ultimate re-

covery, in conformity with a plan of operations approved by the

-17~
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Supoervisor and the Land Commissioner, « like amount of qgas, after
scttlement as havein provided for any gas transferred from any other
participating arca and with appropriate deduction for loss (rom any
cause, may be withdrawn from the formation into which the gas s

introduced, royalty f(ree as to dry gas, but not as to any products

. .4 o~ 'R
tia. UL WL

wihiicii may be extracted thereirom; provided t

M IS RO |
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shall be at such time as may be provided in the approved plan of
opcrations or as may otherwisc be consented to by the Supervisor and

3|

e n T P - - € 1 3 y
the Land Comnniissioncr as conforming to good petroleum engincering

pc 8] ngincerin
practice; and provided further, that such right orf withdrawal shalil
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 proviéed herein ut the rates .
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

fem 1Y P ~ e ~ - RN 3
4ell, said average pic on shall bhe detern./axd in

P DA aw e Loanty o2t 8 2

produciion pex
accordance with the operating regulations as thocugh each partici-
pating area were a single consolidated lease.
Royalty due on account of State lands shall be computed and
paid on the basis of all unitized substances allocated to such lands
15. RENTAL SETTLEMLNT. Rental or minimum royalities due
on leases committed hereto shall be paid by working interest owners
responsible therefor under existing contracts, laws, and regulations
provided that nothing hercin contained shall operate to relieve the
lessees of any land from their respective lease obligations for the
payment of any rental or minimum royalty due under their leases,

Rental or minimum xcyalty for lands of the United States subject to

this agreement shall be paid at the rate specified in the respective

-18-~
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lcases from the United States unless such rentil or minimum royalty
is waived, suspcnded, or reduced by law ox by approval of the Seacre-
tary or his duly authorized rcpresentative,

Rentals on State of New Mexico lands subject to this ayrco=-

ment shall be paid at Lfied in the respective leases.

L N

With respect to any lease on non-Federal land containing pro-
visions which would terminate such lease unless drilling operations
are commenced upon the land covered thereby within the time therein
specified or rentals are paid for the priviieye of daferring such

drilling operations, the rentals required thereby sh&ll, notwith-

standing any other provision of this agreement, be deemed to accrue’

and become payable during the term thereof as extended by this agree-!"

ment and until the required drilling operations are commenced upon

the land covered thereby or until some portion of such land is in-

cluded within a participating areu.
16. CONSERVATION. Operations hereunder and production of |

unitized substances shall be conducted to provide for the most econ-

omical and cfficient recovery of said substances without waste, as
defined by or pursuant tc State or Federal law or regulation.

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

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions, and provisions of all leases, subleases, and other con-
tracts relating to exploration, drilling, development, ox operation
for oil or gas on lands committed to this agreement are hereby ex-
pressly modified and amended to the extent necessary to make the
same conform to the .provisions hereof, but otherwise to remain in
full force and effect; and the parties hereto herxeby consent that

the Secretary, as to Federal leases and the Land Commissioner, as to




1 State leasas, shall and cach by his approval hércof, or by the 1
2 approval hcreof by his duly authorized representative, does hercoy 2
3 astablish, alter, chanqge, or revoke the drilling, producing, rental, 3
4 minimum royalty, and royalty requircments of Federal and State 4
) leascs commiiied hereto and the regulations in respecr thereto to 5
6 conform said recquirements to the provisions of this agrecment, and, 6
7 without limiting the generality of the fcregoing, all leases, sub- 7
8 leascs, and contracts are particulérly modified in accordance with 8
9 the fcllowing: 9
10 (a) The development and operation of lands subject to this 10

11 agreement under the terms hereof shall be deemed full performance of| 11
12 all obligations for development and operation with respect to each 12

13 and every scparately owned tract subject to this agreement, regard- 13

14 less of whether therxe is any development of any particular tract of 14
15 the unit area. * 15
16 (b) Drilling and producing operations performed hereunder 16
17 upon any tract of unitized lands will be accepted and deemed to be 17
18 performed upcn and for the benefit of each and every tract of uni- 18
19 tized land, and no lease shall be deemed to expire by reason of 19
20 failure to drill or produce wells situated on the land therein em- 20
21 braced. 21
22 (c) Suspension of drilling or producing operations on all 22 ‘

.23 unitized lands pursuant to direction or ceonsent of the Secretary and; 23

24 the Land Cormissioner, or his duly authorized representative,; shall 24

25 ! be deemed to constitute such suspension pursuant to such direction 25

26 or consent as to each and every tract of unitized land. A suspensiox 26

27 of drilling or producing opcrations limited to specified lands shall] 27

28 . | be applicable only to such lands. 28
29 (@) Each lease, sublease or contract relating to the ex- 29
30 ploration, drilling, development or operation for oil or gas of 3Q

! .
31 ! lands ovcher than those of the United States and State of New Mexiceo 31

-20-




1 committed to this ayreement, which, by 1ts terms might oxpire prior ]
2 to the termination of this agreement, 1is hereby extended beyond any 7
3 sucit terms sco prliJiacd therein so that it shall be continued in full 3

§ force and cffect for and during the term of this agreement,

5 (e} iny Tederal lease for a fixed term of twenty (20) years
6 or any renewal thereof or any part of such lease which is made sub- "
7 ject to this agreement shall continue in force beyond the term prc- ?

8 vided therein until the termination hereof. Any other Federal 1leasc P
9 committed hereto shall continue in force heyond the term so provided o
10 therelin or by law as to the land committed so long as such lecase re- | 10

11 malns subject hereto, provided that production is had in paying quan-{ 11

12 tities under this unit agreement prior to the expiration date of xl?

13 the term of such lease, or in the event actual drilling operations 13
i

14 are commenced on unitized land, in accordance with the provisions 14

15 of this ajgreement, prior to the end of the primary term of such ih

1ls lease and are being diligently prosecuted at that time, such lease 16

17 shall be extended for two years and so long thereafter as oil or gas | 17

18 is prcduced in paying quantities in accordance with the provisions Ix
19 of the Mineral Leasing Act Revision of 1560, ]t
20 {£} Each sublease ox contract relating to the operation N
21 and development of unitized substances from lands of the United 3
22 States committed to this agreement, which by its terms would expire 2
23 prior to the time at which the undexlying lease, as extended by the 23
24 iimmediately preceding paragraph, will expire, is hereby extended 4
25 beyond any such term so provided therein so that it shall be con- 25
26 Etinued in full force and effect for and during the term of the unde:J e
27 lying lease as such texm is herein extended. - 27
= 28 (g) éhe segregation of any Federal lease committed to this 28
Fﬁﬁ 29 agreement is governed by the following provision in the fourth para-| 29
30 igrapn of Sec. 17(j) of the Mineral Leasing Act, as amend=d by the | 20
31 %Act of September 2, 1960 (74 Stat. 781-784): "Any (Federal) lease | 31

-21~




1 heretofore or hereafter committed to any such (unit) plan embracing 1
2 lands that are in part within and in part outsids of the area é
3 covered by any such plan shall be segregated intc separate leases 3
4 as to the lands committed and the lands not committed as of the 4
5 effective date of unitization: Provided, however, That any such 5
6 lease as to the nonunitized portion shall centinue in force and ]
7 effect for the term thereof but for not less than two years from ?
8 the date of such segregation and so long thereafter as oil or gas is 8
9 produced in paying guantities."” 9
190 (h) Any lease embracing lands of the State of New Mexico 10
11 which is made subject to this agreement, shall continue in force 11
12 beyond the term provided therein as to the lands committed hereto 12
13 until the terminatinn hereof. 13
14 (i) Any lease embracing lands of the State cf New Mexico 14

i5 fiaving oniy a portion of its lands committed hereto, shall be segre-; 15
i6 gated as to the portion committed and the portion not.committed, lé
17 and the terms of such lease shall apply separately to such segre- i
18 gated portions commencing as of the cffective date hereof; provided,} i8
19 however, notwithstanding any of the provisions of this agreement to 19
20 the contrary any

21 having only a portion of its lands committed hereto shall continue 2l

22 in full force and effect beyond the term provided therein as to all 22

23 lands embraced in such lease, if o0il or gas is discovered and is 23
24 capable of being produced in paying quantities from some part of 24
5 the lands embraced in such lcasc at the coxpiraticon of the secondary 25
26 term of such lease; or if, at the expiration of the secendary termm, 26
§ 27 the lessee cr the Unit Operator is then engaged in bona fide érill- 27
5;44 28 E ing or reworking operations on some part of the lands embraced in 28
3 29 ='suc‘nblo:aase, the same, as to all lands embraced therein, shall re- 29
30 |main in full force and effect so long as such operations are being 30
31 diligently prosecuted, an§ if they result in the production of oil 31
-2
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or gas; said lease shall continue in full forne and effect as to all
of the lands embraced therein, so Ynng thereafter as oil or pas In

raying quantities is beinp produced from any procion of said lands.

19, COVENANTS RUN WTTH LAND T
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he covenants herein shall

be construed to he coverants running with the land with respect to
the interest ¢f the narties hereto and their successors in interest
until this apgreement terminates, and any grant, transfer, or convey-

~ o e A P N k) - -
nee Crede i 1allta or

ance, ¢f int
hy 1s conditioned upon the assumoticn of ail privilegses and ohli-
mations hereunder by the pgrantee, transferee, or other successor in
interest. No assignment or transfer of any working interest, rov-
alty, or other interest subject hereto shall be tinding upon Unit
Operator until the first day of the calendar month after Unit Opera-
tor is furnished with the original, photostatic, or certified cony
of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become

effective uron approval by the Secretary and ths Land Commissioner

or their duly authorized renresentatives, and shall terminate five (£) i

years from saiad effectlive date unless

{a) such date of exniration is extended by the Director and
the Land Commissioner, or

(b)Y it is reasonably determired pricr to the cxpiration of
the fixed term or any extension thereof that the unitized lard is
incapable of production of unitized substances in raving nuan‘ities
in the formatlons tested hereunder and after notice of intention to
terminate the agreement on such ground 1i1s given by the Unit Operator
to all parties 1n interest at their last known addresses, the agree-
ment is terminated with the approval of the Supervisor and the Land
Commisslioner, or

(c¢) a valuable discovery of unitized substances has been

made or accepted on unitized land during said initial term or any

-23-
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1 ; oxtension thercof, in which event the agrecement shall remain in 1
< cf{fact for suah Larm and 6o Jong as unitizcd asubstances gre pzo~ 2
3 duccd in quantitics sufficient to pay for the cost of producing 3
4 same from wells on wnitized land within any participating area es- 4
S i tabliished hercunderx and, should production cease, so long thereafter 5
6 as diligent operations are in progress for the restoration of pro- 6
7 | duction or discovery of new production and so long thereafter as 7
8 E unitized substances $0 discovered are produced as aforesaid, or 8
S % (d) it is terminated as herectofore provided in this agree- 9
.0 1 ment. This agreement may be terminated at any time by not less thany 1d

{
il i 75 per centum, on an acreage basis, of the working interest owners 11
i2 ; signatory hereto, with the approval of the Superxvisor and the Land Ai2

i
i3 i Comniissioner; notice of any such approval to be given by the Unit 13
15 % Cpexaldsl LU aii paiitics acrstc. 14
15 % 21. RATLE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The 1S5

;
1is E Director is hereby vested with authority to alter or modify irom 16
17 é time to time in his discretion the guantity and‘rate of production 17
18 ; under tihils ;greement when such gquantity and rate is not fixedé pur- 18

suant to Fedexal or State law or doos not conform to any state-wide 1S

o

volunitary conservation or allocation program, whicn is estadlished, 20

recoganized, and generally adnered to by the majorxity ol opexators 21

NN
O

imited to alteration oz 22
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and cdevelopment and the guantity and rate of production
zgreement when such alteration or modification is ir <ho
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attaining the conservation objectives stated in this i 30
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Powers in this section vested in the Director and the Com-
missioner shall only be exercised after notice to Unit Operator and
opportunity for hearing to be held not less than 15 days from notice.

22. APPEARANCES. Unit Operator shall, after notice to other
parties affected, have the right to appear for and on btehalf of any
and all interests affected hereby before the Denartment of the
Interior and the Commissioner of Public Lands and to appeal from
orders issued under the repgulations of said Department or Land
Commissioner or to apply for relief from any of said regulations or
in any proceedings relative to operations before the Department of
the Interior or the Land Commissloner or any other legally consti-
tuted authority; provided, however, that any other interested party
shall also have the right at his own expense to be heard in any such
nroceeding.

23. NOTICES. All nctices, demands or statements required
hereunder to be glven or rendered to the parties hereto shall be
deemed fully given if given in writing and personally delivered to
the party or sent by postpaild registered or certified mail, addressed
to such party or parties at thelr respective addresses set forth in
connection with the signatures hereto or to the ratification or ccn-
sent hereof or to such other address as any such party may have fur-
nished in writing to party sending the noticd, demand cr statement.

24. NO WAIVER OF CERTAIN RIGHTS. ©Nothing in this agreement
contained shall be cc.. .rued as a walver by any narty hereto of the
right to a sert any legal or constitutional right or defense as to
vr vallaity or invaliadity ot any law of the State wherein said uni -
tized lands are 1lccated, or of the United States, or regulations
issued thereunder in any way affecting such party, or as a waiver by
any such party of any right beyond his or its authority to waive.

25. UNAVOIDABI.®™ DELAY. All obligations under this agree-

ment requiring the Unit Operator to commence or continue drilling or

-25-
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to operate on or produce unitized substances fvom any of the lands
covered by this agreement shall be suspended while the Unit Operator
despite the exercise of due care and diligence, is prevented from
complying with such obligations, in whole or in part, by strikes,
acts of God, Federal, State, or municipal law or agencies, unavoid-
able accidents, uncontrollable delays in transportation, inability
to obtain necessary materials in open market, or other matters ke-
yond the reasonable control of the Unit Operator whether similar to
matters herein enumerated or not. No unit obligation which is sus-
pended under this section shall become due less than thirty (30)
days after it has been determined that the suspension is no longer
applicable. Determinaﬁion of creditable "Unavocidable Delay” time
shall be made by the unit operateor subject to approval of the Super-
visor and the Land Commissioner.

26. NONDISCRIMINATION. In connection with the performance
of work under this agreement, the operator agrees to comply with
all the provisions of section 202 (1) to (7) inclusive of Executive
-xéexr 11246 (30 F.R. 12319), which are hereby incorporated by refer-
ence in this agreement.

27. LOSS OF TITLE. In the event title to any tract of
unitized land shall £ail and the true owner cannot be induced toc
join in this unit agreement, such tract shall be automatically re-
garded as not committed hereto and there shall be such readjustment

of future costs and benefits as may be required on account of the

loce of such title. 7Tn the event of a dicpute agc 4o title 2o to any
royalty, working interest, or other interests subject thcreto, pay- E
ment or delivery on account thereof may be withheld without liabilit¥
for interest until the dispute is finally settled; providec, that,
as to Federal and State land or leases, no payments of funds due

the United States or the State of New Mexico should be withheld, but

stcn funds shall be deposited as directed by the Supervisor and such

N n
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funds of the State of New Mexico shall be deposited as directed by
the Land Commissioner, to be held as unearned noney pending final

settlement of the title dispute, and then applied as earned or re-
turned in-.accordance with such final settlement,

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

28. NON-JOINDER AND SUBSEQUENT JOINDER. 1f the owner of
any substantial interest in a tract within the unit area fails or
refuses to subscribe or consent to this agreement, the owner of the
working interest in that tract may withdraw said tract from this
agreenent by written notice delivered to the Supervisor and the
Land Commissioner and the Unit Operator prior to the approval of
this agreement by the Supervisor. Any oil or gas interests in lands
within the unit area not committed hereto prior to submission of
this agreement for final approval may thereafter be committed hereto
by the owner or owners thereof subscribing or consenting to this
agreement, and, if the interest is a working interest, by the owner
of such interest also subscribing to the unit operating agreement.
After cperations are commenced hereunder, the right of subsequent

joinder, as provided in this section, by a werking interest owner

is subject to such requirements or approvals, if any, pertaining to

such joinder, as may be provided for in the unit operating agree-
ment. After final approval herecf, joinder by a non-working inter-
est owner must be consented to in writing by the working interest
owner committed hereto and responsible for the payment of any bene-
cemb -

) 3 Ak A1 £ U
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est. A non-working interest may not be coﬁmitted to thic unit
unless the corresponding working iInterest iz committed hereto.
Joinder to the unit agreement by‘a working-interest ownex, at any
time, must be accompanied by appropriate joinder to the unit opera-

ting agreement, if more than one committed working-interest owner

-27~
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is involved, in order for the intecrest to be r::garded as commnitted
£o this unit agrecment, Ixcept as may otherxrwise herein be provided,

subsequent joinders to this agrecement shall be effective as of the
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the Land Commissioner of duly executed counterparts of all or any
papers hecessary to establish effective commitment of any tract to
this agreement unless objection to such joinder is duly made within
60 days by the Supervisor and the Land Commissioner.

29. COUNTERPARTS. This agreement may be executed in any
number of counterparts no one of which needs to be executed by all
parties or may be ratified or consented to by separate instrument in
writing specifically referring hereto and shall be binding upon all
those parties who have executed such a counterpart, ratification,

UrX CSnsont horota with +the eama force and effect as if all such
parties had signed the same document and regardless of whethex or
not it is executed by all other parties owning or claiming an interxr-
est in the lands within the above-described unit area.

30. SURRENDER. Nothing in this agreement shall prohibit
the exercise by any working interest owner of the right to surrender
vested in such party by any lease, sublease, or operating agreement
as to all or any part of the lands covered thereby, provided that
each party who will or might acquire such working interest by such
surrender or by forfeiture as hercafter set forth, is bound by the
terms of this agreement.

if as a result of any such surrender the working interest

rignts as to such lands_become vested in any party othex than the
fee owner of the unitized substances, said party may forxfeit such
rights and further benefits from operation hereunder as to said

land to the party next in the chain of title who shall be and become
the owner of such working interest.

If as the result of any such surrender or forfeiture working,
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interest rights become vested in the fee owner of the unitized sub-
stances, such owner may:

(1) Accept those working interest righta subject to this
agreement and the unit operating agreement; or

(2) Lease the portion of such land as is included in a
participating area established hereunder subject to this agrcement
and the unit operating agreement. -

(3) Provide for the independent operation of any part of
such land that are not then included within a participating area
established hereunder. |

If the fee owner of the unitized substances does not accept‘
the working interest rights subject tu this agreement and the unit
operating agreement or lease such lands as above previded within

six (6) months after the surrendered or forfeited working interest

N

rights become vested in the iee owner, the benefits and ¢

’-

of operations accruing to such lands under this agreement anc the
unit operating agreement shall he shared by the remaining owners. of
unitized working interests in accordance with their respective
woiking interest ownerships, and such owners of working interests
shall compensate the fee owner of unitized substances in such lands
Ly paying sums equal tc the rentals, minimum royalties, and royal-
tiea applicable to such lands under the lease in effect Qhen the
lands were unitized.

An appropriate accounting and settlement shall be made, for
all benefits aécruing to or payments and expenditures made oxr in-
curred on behalf of such surrendered or forfeited working interest
subseguent to the date of surrender or forfeiture, and payment of
any moneys found to be owing by such an accounting shall be made as

between the parties within thirty (30) days. 1In the event no unit

operating agreement is in existence and a mutually acceptable agreef

ment between the proper parties thereto cannot be consumnated, the

-29-
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[ or liability on account of delay or failure in whole or in part to

Supervisor may prescribe such reasonable and ejuitable agreement as
he deems warranted under the circumstances.

The excrcise of any right vested in a working interest owner
to reassign such working interest to the party from whom obtained
shall be subject to the same conditions as set forth in this secticn
in regard to the exercise of a right to surrender.

31. TAYES. The working interest owners shall render and
c2v £or their account and the account of the royalty owners all
valid taxes on or measured by t:s unitized substances in and under
or that may be produced, gathered and soid from the land subject to
this contract after the effective date of this agreement, or upon
the proceeds derived therefrom. The working interest owners on each
tract shall and may charge the proper proportion of said taxes to
the royalty owners having interests in said tract, and may currentlyi
retain and deduct sufficiont of Llie wiiilizZea substances or ceriva-
tive products, or net proceeds thereof from the allocated share of
each royalty owner to secure reimbursement for the taxes so paid.
No such taxes shall be charged to the United States or the State of
New Mexico or to any lessor who has a contract with his lessee which
requires the lessee to pay such taxes.
| 32. NO PARTNERSHIP. It is expressly agreed that the re-
lation'of the parties hereto is that of independent contractors and
nothing in this agreement contained, expressed or implied, nor any
operations conducted hereunder, shall create or be deemed to have
created a partnership or association between the parties hereto or
any of them.

33. CONFLICT OF SULERVISION. Neither the Unit Operator
nor the working interest owners, nor zny of them, shall be subject
to any forfeiture, terminatiorn or expiration of any right hereunder

or under any leases oOr contracts subject hereto, or to any penalty

-30-
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comply with any applicable provisions thereof to the extent that
the said Unit Operator or the working interest owners, or any of
them, are hindered, delayed or prevented from complying therewith
eason of failure of the Unit Operator to obtaia, in the exercise
of due diligence, the concurrence of proper representatives of the
United States and proper revresentatives of the State of New Mexico
in and about any matters or things concerning which it is reqﬁired
herein that such concurrence be obtained. The parties hereto, in-
cluding the State Commission, agree that all powers and authority
vested in the State Commission in and by any provisions of this
agreement are vested in the State Commission and shall be exercised
by it pursuant to the provisions of the laws of the State of New
Mexico and subject in any case to appeal or judicial review as mayv
now or hereafter be provided by the laws of the State of New Mexico.
IN WITNESS WHEREOF, the parties hereto have caused this agree-
ment to be executed and have set opposite their respective names
the date of execution.

UNIT OPERATOR AND WORKING INTEREST GWRER

ATTEST: AMERICAN QUASAR PETROLEUM CO. OF
NEW MEXICO
By: By:
Secretary President
Address: 606 Vaughn Building

Midland, Texas 79701
WORKING INTEREST OWNERS

EL PASO NATURAL GAS COMPANY

By:

Date

‘Address
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26
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CORPORATE
STATE OF TEXAS i
COUNTY OF MIDLAND :
The foregoing instrument was acknowledged before me this day
of ~ , 1974, by TED COLLINS, JR. who is President of

A oo o mee N o e o [ AP, P IS Lol % G N e »T -~ Pl e are S
AlrieriCan Juasarx elroleurrr Lo, 01 New vlex1co, a New vieXiCo Lorporqaiion,

for and on behalf of said Corporation.

Notary I‘ublic in and for Midland County,

MY COMMISSION EXPIRES Texas
CORPORATE
STATE OF TEXAS ¢
COUNTY OF :
The foregoing instrument was acknowledged before me this day of
, 1974, by who is Attorney-in-

Fact for EL PASO NATURAL GAS COMPANY a

for and on behalf of said Corporation.

MY COMMISSION EXPIRES Notary Public




American Quasar
Pet. of N.M.

R -23-E )
.u..lll.l.l.l.l.l.l_ﬂ1l.lall.l_l_l.l.l_l__ Serial Nimbers of
Federal Leases:
El Paso Nat.
El Paso Nat. 6-1-80 NM 0557128-A
wmwqu 11792 ] 05'57128-C
0557128
I @ 4« 326
_ () - A |60 414
i Beard 0iTl TF.J. [Ellwade Corp 1522
| 3-1-77 BradshaW 11-1-77 1523
1525 (9) 6-1-83 3593 1524
| T 18479 _ T L 1525
El Paso Nat. Allied | J.M. Huber Corp. . T 3598
3-1-77 | Chem. 6-1-75 15 _ 6710
(®) 1524 (5 po..HLm@ 0557128 (7 11792
| 484 - i O 18479
8 Allie@
o ! Chem. David Fasken !
Q.P . | 3-1-77 6-1-75
um<wmwmwmxm= Tippin Ranch Mw;_ | 1523 | 0557128 S
& ®
| AHV David Fasken U U
I 9-~-1-76
| 326 David Fasken
6~1-75
| 4 L _ 0557128
_ ﬂuv [mviz
Tasren
SR FS R -1 W
-==—=- UNIT OUTLINE AREA
(1) TRACT NUMBERS EXHIEIT "A"

_ | FEDERAL LAND, 3,440.00 Ac.
L. 89.583% of UNIT AREA

777 STATE LAND, 400.00 Ac.
v

10.417% of UNIT AREA

TOTAL: 3,840.00 Acs.

TIPPIN RANCH UNIT
EDDY COUNTY, NEW MEXICO




IEXHIBIT "B" ¢

SCHEDULE OF LANDS AND LEASES : ..
TIPPIN RANCH UNIT AREA <
EDDY COUNTY, WEW MEXICO
Lecase Basic Overriding: Working
Serial No, Royalty Royalty _ Interest
iract Number Expiration and Owner and Owner and
_Ne. Description of Acres Date Percent L.essce of Record Interest Percentage Percentage

FEDERAL LANDS

TOWNSHIP 23 SOUTH, RANGE 23 TAST, N, M. P. M.

1 Section 10: 320.90 N.M. 0557128-A U.S. A. David Fasken All Esther H. Levy 2.50 David Fasken All
S/2 6-1-75 12,5 and husband,
William B. Levy
Elaine Wolf 2.50
2 Section 10: 320.00 N.M. 0557128-C U.S8.A. David Fasken All Esther H. Levy 3.00 David Fasken All
N/2 6-1-75 12.5 and husband,
William B. Levy
Olen F. Feather- 2.00
stone, Il and wife,
Charla Featherstone
3 Section 3: 129.00 N.M. 0557128 U.S.A. J.M.Huber Corp. All Esther H. Levy 3.00 J.M.Huber Corp. All
S/2 SW/4 and 6-1-75 12.5 and husband,
SW/4 SE/4 William B. Levy

QOlen F. Featherstone II
and wife, Charla
Featherstone

$560, 00 per/ac. out

of 6,25%, less the
above 3%




EXHIBIT "B" Page Two
SCHEDULE OI" LANDS AND LEASES .
TIPPIN RANCH UNIT AREA ©w
EDDY COUNTY, NEW MEXICO
Lease Basic Overriding Working
Serial No, Rovyalty Royalty Intercst
Jract Number Expiration and Owner and Owner and
Mo, Description of Acres Date Percent I essce of Record Interest Percentage Percentage
FECERAL LANDS .
PTCWNSHIP 23 SOUTH, RANGE 23 EAST, N. M, P, M.,
4 Section 8: 1,200.00 N.M. 326 U,.S.A. Navid Fasken All A. W. Rutter and 4.00 David Fasken All
All 9-1-76 12.5 wife, Virginia
Section 9: Rutter
w/2, W/2 E/2,
SE/4 NE/4 and Paul M. Mershon, 3,50
NE/4 SE/4 Jr. and wife, H,
Jean Mershon
5 Section 4: 40.00 N.M., 484 U.S.A. tllied Chemical Co. All Celeste C.,Grynberg 6.25 Allied Chem. All
SE/4 SE/4 10-1-76 12,5 and husband, Jack J. Co.
Grynberg
6 Section 9: 40, 00 N.M, 1522 U.S.A. Iiavid Fasgken All F. J. Bradshaw 5,00 David Fasken All
SE/4 SE/4 3-1-77 12.5 and wife, B. J.
Bradshaw
7 Section 9: 40.00 N.M. 1523 U.S.A. £1lied Chemical Co. All Jack J. Grynberg 6,25 Allied Chem. All
NE/4 NE/4 3-1-77 12.5 and wife, Celeste C. Co.
Grynberg
8 Section 5: 760,00 N.M. 1524 U.S.A. Il Paso Natural Gas Co. All Husky ,OMH Co. of 2,00 El Paso Nat. >Z.
All 3-1-77 12,5 Delaware Gas Co.
Section 4:

S/2 SW/4 and
SW/4 SE/4

Billie Robinson 3.00

p
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EXHIBIT "BV
SCHEDULE OF L,ANDS AND LEASES Page Three
TIPPIN RANCH UNIT AREA
_ EDDY COUNTY, NEW MEXICO
Lease Basic Overriding Working
Serial No, Royalty Royalty Interest
Jract Number Expiration and Owner and Owner and
No, Descripticn of Acres Date Percent Lzssee of Record Interest Percentage Percentage
FEDZRAL LANDS
TOWNSHIP 23 SOUTH, RANGE 23 EAST, N, M, P, M,
9 Section 4: 120,00 N.M. 1525 U.S.A. Beard 0Oil Co. All Michelle A. 1.00 Beard Qil Co. All
N/2 SW/4 and 3-1-77 12.5 Carbarino
NW/4 SE/4 :
Thelma F. De Smet ,4. 00 -
Ind. and as Exr. of the
Estate of Richard P.
De Smet
10 Section 3: 80, 00 N.M, 3598 U.S.A. Ellwade Corp. All Howard B. Cahoon 2.25 Ellwade Corp. All
N/2 sw/4 11-1-77 12.5 and wife, Alice
Cahoon
John Qakason and 0,75
wife, Jean Oakason.
11 Section 3: 40. 00 N.M. 671¢ U.S.A. F. 7. Bradshaw All None F. J. Bradshaw All
SW/4 NW/4 7-1-78 12.5
12 Section 4: 320,00 N.M. 11792 U.S. A, El ¥Paso Natural Gas Co. All Donald W. Sidwell 5,00 El Paso Nat. All
N/2 6-1-80 12,5 and wife, Janet C. Gas Co.
Sidwell
13 Section 4: 40.00 N.M., 18479 U.S. A. F. .. Bradshaw All None F.J. Bradshaw All
NE/4 SE/4 6-1-82 12.5
TOTAL 3,440.00 Acres Federal Lands




LIIHIBIT "BY
SCHEDULE OF LANDS AND LEA3ES

TIPPIN RANCH UNIT AREA

Page Four

EDDY COUNTY, NEW MEXIC
Lease Basic ‘ Overriding Worlking
Serial No, Royalty Royalty Interest
Tract Number Expiration and Owner and Owner and
No. Description of Acres Date Percent Lessce of Record Interest Percentage Percentage
TOWNSHIP 23 SOUTH, RANGE 23 EAST, N. M, P, M,
STATE Q) NEW MEXICC LANDS
14 mn‘nﬁou 3: 160,00 L-1496 State of N.M. American Quasar All Mary C. Burton 6.25 American Qua- All
N/2 NE/4, 9-17-78 12,5 Petroleurm Co. of New and husband, John sar Pet, Co.
NW/4 NE/4 and Mexico H. Burton of New Mexic
SE./4 NE/4 xico
15 Section 3: 240.00 State of N.M o]
£ M. pen 7
N/Z2 NW/4, None Open
SE/4 NW/4,
NE/4 NE/4,
SW/4 NE/4 ard
SE/4 SE/4
TOTAL 400,00 Acres State of New Mexico Lancs




EXHIBIT "B" s
SCHEDULE OF LANDS AND LEASES _ Page Five %
TIPPIN RANCH UNIT AREA , ¥
EDDY COUNTY, NEW MEXICO
Lease Basic Overriding Working
Serial No. Royalty Rovalty Interest
Tract Number Expiration and : Owner and Owner and
o, Description of Acres Date Percent Lessee of Record Interest Percentage Percentage

TOWNSHIP 23 SOUTH, RANGE 23 EAST, N.M. P. M, )

PATENTED (FEE) LANDS

NONE
RECAPITULATION
3,440.00 Acres Federal Lands, . 89.5839% of the Unit
400.00 Acres State Lands, 10.417% of the [nit
3,840, 00 100.00%




BEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

APPLICATION FOR APPROVAL OF  [°

TIPPIN RANCH UNIT AGREEMENT 7
EDDY COUNTY, NEW MEXICO |

AT aver AAneerinn N3]
INTW IVITCALLY Ui

e +

Santa Fe, New Mexico 87501
Comes the undersigned, American Quasar Petroleum Co. of New Mexico

at Midland, Texas, and files herewith one copy of the proposed Unit Agreement
for the development and operation of the Tippin Ranch Unit Area, Eddy County,

Y ANl i == 1
New Mexico, and hereby makes application for approval of said Unit Agreement

ehy
as provided hy law, and in support thereof, states:

1. That the proposed Unit Area covered by said Agreement embraces
3,840,00 acres of land, more or less, more particularly described as follows:

Township 23 South, Range 23 East, NMPM
Section 3: All
Section 4: All
Section 5; All
Section 8: All
Section 9; All
Section 10: All

Eddy County, New Mexico

2. That of the lands embraced within the proposed unit, 400.00 acres are
State of New Mexico Lands, being 10.417% of the Area; 3,440.00 acres are Lands
of the United States, heing 89.583% of the Area. There are no patented or fee

lands in the Unit area.
\_—__'—____.——"‘—-‘

3. That Application is being made for the designation of said area and for
approvzal of the form of Unit Agreement by ths Commissioner of Public Lands,
State of New Mexico.

That Applicant is informed and believes, and upon such information and be-
lief states, that the proposed unit area covers all or substantially all of the geo-
logical feature involved, and that in the event of a discovery of oil or gas thereon,
that said Unit Agreement will permit the producing area to be developed and oper-
ated in the interest of conservation and the prevention of waste of the unitized
substances.

4, That American Quasar Petroleum Coc. of New Mexico is designated as
the Unit Operator in said Unit Agreement, and as such, is given authority under
the terms thereof to carry on all operations necessary for the development and
operation of the unit area for oil and gas subject to all applicable laws and regu-
lations. That said Unit Agreement provides for the drilling of an Initial Test
Well to a depth sufficient to test the lower Morrow formation, but applicant in
not cobligated to drill said well in any event to a depth in excess of 10, 300 feet.

5. That applicant believes that in the event oil or gas is discovered in
paying quantities on lands within the Unit Area, that the field or area can be de-

velopcd more economically and efficiently under the terms of said Unit Agreement,

tc the end that maximum recovery will be obtained of unitized substances and that
said Unit Agreement is in the interest of conservation of prevention of waste as
contemplated by the New Mexico Oil Conservation rules and regulations.
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6. That upon an order being entered by the New Mexico Qil Conservation 1
Commission approving said Unit Agreement, and after approval thereof by the
Commissioner of Public I.ands of the State of New Mexico and after approval by
the United States Department of Interior, an approved copy will be filed with the
New Mexico Qil Conservation Commission,

7. Wherefore, the undersigned applicant respectfully requests that a
hearing be held before an examiner on the matter of said Unit Agreement, and
that upon said hearing, said Unit Agreement be approved by the New Mexico Oil
Conservation Commission as being in the interest of conservation and the pre-
vention of waste, Applicant respectfully requests that this matter be heard at
th:: hearing scheduled for November 27, 1974.

Dated this 6th day of November, 1974,

AMERICAN QUASAR PETROLEUM CO.
OF NEW MEXICO

v ZL ULL .

Ted Collins, Jr., Presid#fit
606 Vaughn Building

—) Midland, Texas 79701

V' J. T. Dickerson
Attorney-at-lLaw
1209 Western United Life Building
Midland, Texas 79701




-

J. T. DICKERSON
LAND, LEASE AND UNIT SPECIALIST -

1209 WESTERN UNITED LIFE BUILDING ; -

MIDLAND, TEXAS 79701 ; . DR

915 682-1436 OFFICE November 15, 1974 915 694-2979 HOME
.//.,/“A £~ =
(A ea. o S/ )

Mr, Pete Porter

New Mexico Oil Conservation Commission
P. O. Box 2088

Santa Fe, New Mexico 87501

Re: Tippin Ranch Unit Area
T-23-5, R-23-E
Eddy County, New Mexico

Dear Mr. Porter:

Reference is made to my November 6, 1974 letter enclosing an application
for approval of the Tippin Ranch UUnit Agreement,

Enclosed herewith is copy of said Unit Agreement,

Very truly yours,
[ /\\\-)l\-_,
/.

. KT ) -
/. '-Z'%'é‘?-mw

“"J. T. Dickerson

Mt e M et et B A A SRS I S

JTD:ku
Enclosures
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DEFORE THE OIL CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING s " ‘(7_7-/4

CALLED BY THE OIL CONSERVATION \ {;)
COMMISSION OF NEW MEXICO FOR &
THE PURPOSE OF CONSIDERING: \/\//
AN
\ p CASE No. 537¢

Ordex No. R-:;_y_f_z 3

APPLICATION OF __ AMERICAN QUASAR PETROLEUM COMPANY % Aeas mc 2z
FOR APPROVAL OF THE _ TJPPIN RANCH
IINTT AGREEMZENT, EDDY , COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing 2t 2 2'clock a.am. on

November 26 6 19674, at Santa Fe, New Mexico, before Examiner
Daniel 5. Nutter

NOW, on this day of December , 19874, 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 Commission has jurisdiction of this cause and the subject
matter thereof.

{2) That the applicant, American Quasar Petroleum Compax)y@{

1Bl PSPt g0

seeks approval of the Tippin Ranch Unit Agreement
State, a«d

covering _ 3840 acres, more or less, of Federal lands
and-ltea

EDDY COUNTY, NEW MEXICO
TOWNSHIP 23 SOUTH, RANGE 23 _EAST, NMPM

Sectiows 3 f , an 5 Al

Seekeory Z, 9, aud 10 R
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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 _ Tippin Ranch Unit Agreement
is hereby approved.

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is herxeby 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 wmanner, any right, duty, or ocbligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and developmer.: of any
lands committed to the unit and production of oil or ane tharafrom_

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

5
fe
]
a
1'
D
.

(4) That this ordex shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
State of New Mexico and the Director of the United States Geologi- Z—
der shall terminate ipso facto upon the

termination of said unit agreement; and that the last unit opera-

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.
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SEECHRE LHE
Niw MEXICO OIL CONSERVATION COMMISSION
santa e, New [fexico
Hovember 25, 1G74
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IN THE MATTER CF:

Application of American Tuasa
Petroleum Company of New Mexi
for a unit agresment, Ziddy
County, New Mexico.

CASE NO. 5370

VVV\/VV\"/V\/\%/

- e Sve Sen e MR G U T R W G e S e em W e

BEFORE: Laniel 5. Hutter, Zxaminer

For the New Mexico 0i1 Thomac Derryterty, Lsq.
Conservation Commission: Lezal Counsel for the
Commission

State Land Office Building
Santa Fe, New Mexico

For the Aonplicant: Randolph M. Richardson, Esq.
J. P. White Building
Reswell, New Mexico

THE NYE REPORTINC SERVICE
STATE-WIDE DEPOSIT{ON NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO R7501
TEL. {505) 982-0386




CASE 5370
Page. . & ...
145k
PAGE
EDGAR KING
Ne v~ Teemamtomabd am Yoy W N2 Alcsand n A 3
ViTest ZXaminielion oy #r. idhsrassoh >
Cross Examination by Mr. Nutter =
; EXHIBIIS
Anniirnar+te Fvnihitae Nac 1 2 anA e
e e R e e e LI S R r
THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITICN NOTARIES
225 JOHNSON STREET R
SANTA FE, NEW MEXICO 87501
TEL. {S05) 902-0386
|
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Ve NULST: Case 370,

AiRe UFRRY3LY:  Case £370. Application of
smerican “uasar Petroleun Comvany of New Mexico for a
unit agreement, <ddy Couvnty, New lfexico.

dite WICHARLION: kandelpa M. Richarsson, roswel
New Mexico, apueariaj, on behalf of the Applicant., e
have one witness to be sworan.

(Witness sworn.)

Jte ATICHARLZON: A copy of the Unit Agreement

has already been furnicshcd, and here are the geologic

Ceports marked Lxiilbiits, 1 througn J.

0]

calied as a witness, haviag deen first duly sworn, was
examined and testified as followvs:

DIRECT EXAMINAT ION

BY MR. RICHARLSON:
¢ Mr. King, will you olease state your name

and present occupation?

A Edgar King, Division Geologist, American Quesar
Petroleum Company, iiidland, Texas.
© will you please state your educational and

professional background which would enable you to testify
as an expert witness in this case?

THE NYE REPORTING SERVICE
STATE-WIDE DEPOQSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505} 962-0386




CAE £370
LTEC-nT7rey Page. o b

A I graduated with a 3.7, in Geology from Qklahoma
State University in 1954, and I worked for 1Y years as an
exnloration geologist for Cities Lervice 0il Company uncil
the last six months, at which time T have baen emnloyed
by American (uasar. For the last seven years, my work
has been primarily in southeastern Wew Mexico.

Q Are you familiar with the Tippia Ranch Unit
Area and the matters contaired in the appiication to the
Commission for approval of a unit agreement?

A Yes.,

FKe «ICHARLSCN: Are nis qualifications zcceotable?

Alle NUTTER: Yes, they arcs.

BY "R. RICHAHDSON:

Q Is the form of Unit Agreement that prescribed
by Federal Regulations?®

A Yes.

Q lHas tre unit area been designated by the United
States Geological Survey as an area allowed to pursue
or development under & unit nlan of development?

A No. This case has been made to the U,S.G.S.

and they advise that all is in order and the letters of
designation will be submitted within the next 10 days.

Q will ycu please tell the Commission the total

-

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982- 0386
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KING=GIRECT Page 2o
number of acres within the unit srea and the number and
nercentage of acreg, Federal, State and fee land?

A It iz a total of 384LC acres, which i 3
of Feceral land, or £%.%583 perceat. There is 400 acres
of State lznd, or 1C.L17 nercent.

Q Could you tell trhe Commission, for the recorid,
the township and range in which the unit is located and

approximate location wich reflerence to the nearest towa?

ISy

A The well will be located in 23 South, 23 East,

and it is aporoximately LO miles west of Carlsbad, New Mexicd

to your
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report which has been handed to the Examiner, marked

Exkibits 1 through 3. %as this reoort prepared by you or

under ycur iirect contrel and suvpervision®?
A Yes, sir, by people under my supervision.
« Now, would you please briefly go through the

report, referring to the maps by name, and indicating
the significance of the maps and cross sections?

A Exhibit 1 is a geological discussion of the
nroposed unit. It briefly outlines the gesclegical report
of the area.

Exnhibit 2 is a structure map on top of the Horrow

2

Formation with an isopach of the lower Horrow Sand

THE NYE REPORTING SERVICE
STATE-®IDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. {505) 982 - 0386
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Page..
superimposed.,
oxnibit 3 is a series of cross sections through

the pronosed unit area. Tt incluides three cross sections:
One; a aerth=south structural section; one, a regionsl
eazt-west stratographic section; and the third is a
detalled north-south stratographic¢ sectioa showing the
pinch-out of the lawer Jorrow Sand. aAll of the cross
sections are -- the line of the section is illustrated
on Exhibit 2 in different colors. They are desipgnated by
alphavetic letters.

< would you please tell the Gommission your

s b I PO, S
canclusion ¢ that orc 1ikciy vo we

ne £ Fhno FArvmned Aan
== e 4T 7 jod4

£
5

encountere considered prospective for production?

A The priméary objeciulive of Lhe uvest 1s the lower
Morrow Sand which produces from both stratographic and
structural traps in the area of southeast New Mexico.
The primary objective, again, is the lower HMorrow Sand
which we believe crosses the proposed unit area. . q

Q Could you please tell the Commission your pro- 4
Jected total depth and location for your initial test well?

A We plan to drill the initial well 1980 from ]

the north and west line of Section G, 23 Scuth, 23 East. i

—[ The prcjected total depth will be $900 feet.
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- llave the other working interest owners in tha
urit been contacted?

A Yer,

“ In your opinion, what percentage of the working

interest will te comnitted t¢ the unit?

A Cne hundred sercent.
Q What percenvage of the royalty will e committed?
A Ons hundred percent.
< In your opinicn, will the operation of this area

under the proposead unit »nlan of operation be in the interest
of conservation, prevention of waste?

A Yes.

Q in the event of »roduction, will the correlative
rights of all parties to the unit be protected?

A Yes.

MR. RICHARESON: We would now like to enter

tre geological reports marked Exhibits 1 through 3 into

evidence.

MR. NUITER: American Quasar's Exhibits 1 through

3 will be admitted in evidence.

(Whereupon, Applicant's Exhibits Nos. 1, 2 and
3 were marked for identification, and ware

admitted into evidence.)
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K, cACHARLCUOU:  That 1o all we have,

CIUGD  LAAUTLINA L LA

LUK, BWULke

“ Fre Riay, you tay that you alieady do bave
Viw percent of the working rabtvrest coudtted here, is
tuat coreeot.)

-

A Ve aubdleo pereent s been cuntacted, and
thils has been a pretiy iasi pul Gopgeiluer deail, 1 am not
16U percent cexriain &hav ali oi thew have agreed to join,

but the ones that don't will we carried vy tihe Aserican

yuagar in the initial -~

v (loterrapiiog) 1o eifect, it will be unitized?
5 I2S, SAL,
9 And fhe dedelsl Guveranent 1ds agreed to the unit

A (Interzupting; Verbally, they bave. They have
not issued the letrer, but they have assured us that it
will be issued very shortly.

Q And ithe form of contact to the unit agreement
is satisfactory to ithew?

A Yes,

v, Is the unitization sctisfactory to bot
those agencies?
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i It more or less follows this structural hishk

that you have aepicted here on your plat of the area?

A Right. This is a fairly well known geolopical
feature, subcurface. It is 2 projection of the »roducing
feature of the Indlan 3asin Field which 1is about six miles
to the north. The othter xey facter in the unit area is
the outline of the =ands, and we have chosen the 10-foot
isopach as the cut-off for the effective limits of the
reservoir, sco, you see, it is controlled on the west side
by a down to the west fault, and probably on the east
side both by a ninching-in of the sand and dip on the
east side.

2 You calied this the *Indian Basin Fault." Ioes
it go on up into the Indian Basin?

A It goues up to the west side of the Indian Basin
Field and may -~ I wouldn't guarantee it -- controls
production of the Cisco Canyon Reef in that field.

MR, NUTTER: Are there further qguestions of
¥r. King? He may be excused.

(Witness dismissed.)

#Re NUTTER: Do you have anything further,
Mr. Richarason®?
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vile ATCHAKIECN: No, sir.
Jite NUTI'ER:  Toes anyone have anything they
wish to add to Case No. 53707
«e will take the case un.ler advisement.
i
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) SS.
COUNTY OF ©AMIAN FRE )

I, RICHARL Le HYE, Court Reporter, do hereby certify
that the foregoing aund atiached Transcript of liearing
before the iHew Mexico Cil Conservation Commission was
reported by me, and the same is a true ana correct recora
of the said proceedings, to the best of my knowledge,

skill and ability.
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COURT REPORTER. f/f

I do hereby certify that the foregoing 1s
a complete record of the proceedingm in

the Examiner hearing of £ase No.2:37&
heard by me on 71/ 2% - 1924
-—-i""/

+ Examiner
New Hexico 611 Conservation Commiasion
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BREFORE THE
NEwW MEXICO CIL CONSERVATION COMMISSION
Santa Fe, New Mexico
November 25, 1974

EXAMINER HEARING

__________________ .’.
)
IN THE MATTER OF: )
)
Aopplication of American Quasar )
Petroleum Company of New Mexico )
for a unit agreement, Eddy ) CASE NO. 5370
County, New Mexico. )
)
__________________ )
BEFCRE: Daniel S. Nutter, Examiner
For the New Mexico 0il Thomas Derryberry, Esq.
Conservation Commissions Legal Counsel for the
Ccrmission

State Land Office Building
Santa Fe, New Mexico

ror Lhe Applicanis Randcipn M. Richardson, KsQq.
J. P. White Building
Roswell, New Mexico
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KING~-DIRECT Page .. .2 ...

R, NUTTER: Case 537C.

MR, DERRYBERRY: Case 5370. Aonlication of
American Quasar Petroleum Comvany of New Mexico for a
unit agreement, Eddy County, New Mexico.

MR. RICHARDSON: Randolph M. Richardson, Roswell,
New Mexico, avpearing on behalf of the Applicant. We
have one witness to be sworn.

(Witness sworn.)

MR. RICHARDSON: A copy of the Unit Agreement

has already been furnished, and here are the geologic

reports marked Exhibits, 1 through 3.

EDGAR KING

called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINAT ION

BY MR. RICHARDSON:

Q Mr. King, will you vlease state your name
and present occupation?

A Edgar King, Division Geologist, American Quasar
Petroleum Company, Midland, Texas.

Q Will you please state your educational and
professional background which would enable ycu to testify

as an expert witness in this case?
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A I graduated with a B.S. in Geclogy from Oklahoma

State University in 1655, and I worked for 19 years as an
exploration genlogist for Cities Service Qil Company until
the last six months, at which time I have been employed
by American wuasar. For the last seven years, my work
nas been primarily in southeastern New Mexico.
Q Are you familiar with the Tipoin Ranch Unit
Area and the matters contained in the application to the
Commission for approval of a unit agreement?
A Yes.
MR, RICHARDSON: Are his qualifications acceptable®
MR. NUITER: Yes, they are.
Q Is the form of Unit Agreement that prescrived
by Federal Regulations?
A Yes.
Q Has the unit area been deéignated by the United
States Geological Survey as an area allowed to pursue

for development under a unit plan of development?

and they advise that all is in order and the letters of
designation will be submitted within the next 10 days.
Q Will you please tell the Commission the total

THE NYE REPORTING SERVICE
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number of acres within the unit area and the number and
percentage of acrzs, Federal, State and fee land?

A It is a total of 3840 &acres, which is 3450 acres
of Federal land, or 89.583 percent. There is 400 acres
of State land, or 1C.417 percent,

Q Could you tell the Commission, for the record,
the township and range in which the unit 1s liocated and
approximate location with reference to _he nearest town?

A The well will be locatzd in 23 Souvh, 23 East,
and it is approximately 40 miles west of Carlsbad

Q Would you now please refer to your geological
report which has been handed to the Examiner, marked
Exhibits 1 through 3. Was this revert prevared by you or
under your direct control and supervision?

A Yes, sir, by pecple under my supervision.

Q . Now, would you please briefly go through the
"report, referring to the maps by name, and indicating
the significance of the maps and cross sections?

A ExhiZ{t 1 is a geological discussion of the
proposed unit. It briefly outlines the geoclogical report

of the area.

Exhibit 2 is a structure map on top of the Morrow

-

__ i Formation with an isopach of the lower Morrow Sand
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superimposed.
Exhibit 3 is a series of cross sections through

the proposed unit area. It includes three cross sections:

One, a north-scuth structural section; one, a regional

east-west stratogranhic section; and the third is a
detailed north-south stratographic section showing the
pinch-out of the lower Morrow Sand. All of the cross
sections are -- the line of the section is illustrated

on Exhibit 2 in different colors. They are designated by
alphabetic letters.

Q would you please tell the Commission your

conclusion as to the formations that are likely to be
encountered and considered procpective for production?

A The primary obiective af the teat ig the lpwer
Morrow Sand which produces from both stratograchic and
structural traps in the area of southeast New Mexico.
The primary okt jective, again, is the lower Morrow Sand
which we believe crosses the provposed unit area.

Q Could you vlease tell the Commission-your pro-

jected total depth and location for your initial test well?

A We plan to drill the initial well 1980 from

the north and west line of Section 9, 23 South, 23 East.
—) The projected total depth will be 9300 feet.
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Q Have the other working interest owners in the
unit been contacted?

A Yes,

Q In your opinion, what percentage of the working
interest will be committed to the unit?

A One hundred percent.

Q What percentage of the royalty will be committed?
A One hundred percent,

Q In your opinion, will the operation of this area
under the proposed unit plan of operation be in the interest
of conservation, prevention of waste?

A Yes.

Q In the event of production, will the correlavive
rights of all narties to hh-e unit be protected?

A Yes.

MR. RICHARDSON: We would now like to enter
tha geological reports marked Exhibits 1 through 3 into
evidence.

MR. NUTTER: American Quasar's Exhibits 1 through
3 will be admitted in evidence.

(Whereupon, Applicant's Exhibits Nos. 1, 2 and

3 were marked for identification, and were

admitted into evidence.)

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386




CASE 5370

Page . T .
MR, RICHARDSON: That is all we have,

CROSS EXAMINATION

BY MR, NUTTER:
Q Mr. King, you say that you already do have
100 percent or the working interest committed here, is

that correct?

A One hundred percent has bezen contacted, and
this has been a pretty fast put together deal. I am not
100 percent certain that all of them have agresd to join,

but the ones that don't will be carried by the American

Quasar in the initial --

Q (Interrupting) In effect, it will be unitized?
A Yes, sir,
Q And the Federal Covernment has agreed to the unit

and likewise -~

A (Interrupting) Verbally, they have. They have

not issuad the letter, but they have assured us that it
will be issued very shortly.

Q And the form of contact to the unit agreement
is satisfactory to them?

A Yes.

0 Is the unitization satisfactory to both of

AL LAl A Ll Ll WY A

those agencies?
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A Yes, sir.

Q It more or less fallows this structural high

that you have depicted here on your plat of the area?

A Right. This is a fairly well known geological
feature, subsurface. It is a projection of the producing
feature of the Indian 3asin Field which is about six miles
to the north. The other key factor in the unit area is
the outline of the sands, and we have chosen the 10-foot

ach as the cnt-off for the effective limits of the

reservoir, so, you see, it is controlled on the west side
by a down to the west fault, and probably on the east
side both by a pinching-in of the sand and dip on the
east side.

Q You called this the "Indian Basin Fault." Does
it go ou up into the Indian Basin?

A It goes up to the west side of the Indian Basin
Field and may -- I wouldn't guarantee it -- controls
production of the Cisco Canyon Reef in that field.

MR. NUTTER: Are there further questions of
Mr. King? He may be excused.
(Witness dismissed.)

MR, NUTTER: Do you have anything further,

Mr». Richardson®
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MR. RICHARDSON: No, sir.
MR. NUTTER: Does anyone have anything they
wish to add to Case No. 53707

We will take the case under advisement.
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