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5454

MR. NUTTER: Gase 5L15.
Case 5415+ Coatinued fro
ation of Burk Royalty Company,

MR. CARR: m the March 19,

1975 Examiner Hearing. Applic

for a unit’agreement;_Chaves County,

New Mexico.
Jennings, Christy and

MR. CHRISTY: S4m Christy,

Burk Royalty Company.

Copple for the Applicant,
he Examiner that it might be

| R
i

May I suggest to b
expeditiousﬁd'EEﬁﬁiﬁé"ﬁﬁrscasewiﬁh Gase 5454 which is
cket and has toO do with an applicatio+

the next case on the do
area.

erflood in the same unit
e will call now Case No.
plication of Burk Royalty

for a wat
5L 5k,

MR. NUTTER:

MR. CARR: Case 5h54, AP
terflood project, Chaves County, New Mexico.

Company for a wa

MR. NUTTER: Cases 5415 and Sh5k will be consol-

purpose of hearing.

jdated for the
e have two witnesses, Mr.

Examiner.

wR. CHRISTY: W

(wWitnesses SWorn. )

JOHN H. BEAR
a first duly sworn, was

called as 2 witneés, naving bee

examined and testified as follows:

DIRECT EXAMINATION

BY MR, CHRISTY:

ase state your name, by whom Yyou are

— Q wWwould you ple
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A That is correct.

Q How is the allocation of productions in the Unit

Agreement made?

A" Do you mean the participation formula?
Q Yes.
A The participation formula is a two-phase formula.

The first phase is based on 50 "percent remaining primarv
reserves after December 1st 1972 and 90 ~percent period
income from June 1st, 1972 through December, 1972.

The second phase is based 50-percent on acre-~feet

and 50-percen:i on total ultimate primary expected production

Q This is based‘upon a formula shown in Section 13,

Pages 9 angd 10 of the Unit Agreement, is that correct?

A That is correct.

Q And recapped in Exhibit ¢ by tract?

A Yes.

Q Have you obtaineg preliminary approval of the

Unit Agreemens by Federal and State authorities?

A Yes, sir, we have.

Q I believe your Federal approval was obtained on

October Lk, 1974 and your State approval was obtained

January 15, 1975, is that correct?

A Yes, sir.
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Page.. oo o

BEAR—DIRECT
{ndications as ©oO joinders“ih any

his Unit Agreement out to

Q Do you have

percentages? Have Yyou passed b

have them check iv?

other operators and
imately 96.7 workin

g interests

A Yes. We have approx

owner approval.
That 18 96.7-percent?

Q

A percent.

Q Is this Unit Agreement similar to prior waterflood
proved

agreemenvs it anutheast Naw Mexico that have been 2aPp

{ by this Commission?

A Yes, it ise
it-operating agree-

Q 1 believe you have a pending un

has been prepared?

ment that
A Right.
Q And that is Exhibit 27
A Yes.
Q Do you have jogs and core analyses?
A Yes, we dO.
the unit operating

..... ~A~rlvu Sa‘id that

Q I think T incorrsctss
agreement was Exhibit 2., It is Exhibit 3 and the logs are \ _
Exhibit 2, js that correct? ” I

A Yes.
Q There wWas attached to the Application certain

SANTA FE,
TEL. (505) 982-0386
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schematic diagrams. You are familiar with that?

A Yes, I am, R -

Exhibit 47
A Correct.

Q  Now, also in the Exhibit with the Application,

I believe you attached a map showing the outline of the

PRI rard A
—a

-~ 1o, ANl n
ANA (VE ¥R - A XEYE LY )

cr

PPPPR
i haedend

miles, is that correct?

, . CASES 65415
- : 5454
BEAR-DIRECT Page. oo 8 .

A

Q
A

Q

A

Q
A

Q

A

Q

A

‘the injection wells in the proposed unit?

the record.

your pilot project, referring to Exhibit 65, please?

That's corfect.
Is that your Exhibit 5 for this hearing?
Yes, that's correct.

Also, have you prepared another unit outline showin$

Yes.
Is that your Exhibit 67
Correct.

& here a second to clarify

{ued

{

d gircled wells?

Those are the proposed watgr-injection wells.

Where do you propose to start your injection on

Actually, when we secure permission and start the
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BEAR-DIRECT ' Page....... ... D
M ) flood, we propose to start the whole flood. In other words,
. - we will convert all of the wells indicated here at one time

when we start water injection in all of the water injection
wells, There will really not be a "pilot flood."

Q Pilot the whole unit? |

A The pilot would be the whole unit.
L -l @  wnat kind of waber is thic? You are injecting

water, aren't you?

A Yes.
Q You propose to inject water?
A Yes.
b N Q What kind of water is it?
ind A We hope that it will be fresh water secured from

‘the Double Eagle Corporation.

Q Do they have water in this area?

A They do have a line and are serving other water-
floods in the immediate area.
! ' Q Have you made any contacts or have any estimates

as to whether or not you will be able to obtain the water?

A We have made numerous contacts. We have made
one within the past 30 days and they indicatec that they
will still be able to purchase water.

Q Approximately how much water will you be using on
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BEAR~DIRECT Page. ..o YG.. ..
o a daily basis?
A A llttle over 5000 barrels a day.

. ‘ Q I think the Application refers to 350 barrels per
well per day or a total of 5600 barrels per day initially,
is that correct? | )

A ’fes.
Q And then the amount of water, I assume, Dy ré-
o B injeciing it. you would decrease the gmquntvof water that
/ you néed to use? .
3 _ | A Yes. We will reinject the produced water as it
3 | becomes available.
. | Q You were one of the prime movers in the preparation
?'  : . of thas Unit Oper=.inlg Agreement, were you not?
A Yes, I was.
- | Q Did you design the unit so as to maximize regovefy
of thé hydrocarbons underlying the unit area(%nd to burn

b .{',—}l’l-o'xl, -.;AI o’
that place3>w-““~~tiii,

A Yes, we did.

1 Q Do you xnow of any reason that the correlative

« rights of any jnterested party might be violated by the
approval of the unit and the allowance of the pilot water—
} | flood project?

A No, I don't.
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MR. CHRISTY: That's all.

MR. NUTTER: Are there any questions of this

witness?

CROSS EXAMINATION

BY MR, NUTTER:

Lthé“trééfg'ihéfwﬁQQéWﬁbﬁmbeén committed,if any tracts in

Q Mr. Bear, you mentioned that you had 96,7-percent

of the working interest committed to the unit. Returning

to your Exhibit B in the Unit Agreement:; would you ideatify |

toto have not been?

A I might explain that we have not submitted this
to the working-interest owners for final signature or

final whatever it is called. We have requested from all

the working-interest owners preliminary agreement to the

unit. The ones that we do not have a letter back from

are Tract 20, Tract 22, Tract L and Tract 11.

Q Tract 20 is a L0-acre tract, is that correct?

A Yes, sir.

Q Tract 22 is a 40.0l-acre tracto |
A Yes, sir.

Q Tract L4 is a LO-acre tract?

A 4O acres, Yes, sir.

o

And Tract 11 is an 80-acre tract?
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™ A Yes, sir.

Q So, you've got something like 200 acfes of the
total that have not been committed? f

A Yes, sir.r

Q Bﬁt you haven'tvreceived replies on it, I should say?

A Yes, sir. Now, if we are doing it on an acreage

basis, it is going to be different because the basis on

‘ ‘ themacreage basis.

“ Q | I see. So, 96.7 percent of the participation
factors have indicated that they would join?

- A Yes, sir.

- MR. CHRISTY: In acreage it is about 200 acres
out of the 2670 acres uncommitted.

MR. NUTTER: Right.
BY MR. NUTTER:
Q Now, Mr. Bear, ian going through the participation

formula, I think that you said that under Phase 1, it would
be 50-percent A and 50-percent BR? I

| A Yes, sir, but of different criteria.
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BEAR-CROSS

CASE 5415
5451

Page. ..

Q Well, doesn't the Unit Agreement on Page 10 provide
>5-percent of Factor ¢ ang L5-percent of Factor p?

A Okay, if tha; is what it says,

that is what it is.
We have changed it so many times,

I have lost track,

Q So, under Phase 1, it is 50-50 and under Phage 2,

it is 55-459

A Okay,

Q Now, there are only two basic royalty owners in

the unit, correct?
A No, there are three. There is the State of

NeW'Mexico, the Federal Goverament and there are two tracts
Ithat are fee land,

Q Two fee tracts. Have the fee royalty owners

agreed to the Unit Agreement?

A No, sir, we have hot as yet contacted them,

T ¥ rvy oy e

Are there any further questions of

Mr. Bear? You may be excused,

(Witness dismissed)

called as a witness,

having been first duly sworn, was

eXamined and testified as follows:

DIRECT EXAMINATION

—_|| BY MR. CHRISTY:
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LAMPERT-DIRECT p Sth
age.. LA
Q Will you Please state your name, your address,

A Leon Lampert, Geologist; Dalport 0i1 Corporation,
Corpus Christi,

Q You have previously‘testified before this regula-

tory body ang had your qualificationsg as a Petroleum

Geologist acéopted, have you not?

A Yes,

Q Let me hand you wmas pae been-marksd as Burkis

ﬁxhibit 7, and I will ask you if that is a geological-

A This is a Stratographic. It is a large strato-

graphic trap in the Queen Sang which is Guadalupian in

age in the Permian. The sang pPorosity pinches out on the
west side of the 84S cap. There is 3 £as cap on the west
side of the 011 rim. The gas-o0il Contact is at approximatel$
pPlus 1937 on the Sub=0 Jatum basis and downdip from the

01l rim there is g ﬁilted-water contact that is plus 1915

On the south end of the field and plys 1895 on the

northeast end of the field. This is not a water-drive

THE NYE REPORTING SERVICE

225 JOHNSON STREET
SANTA FE, NEw MEXICO 8750
TEL. (505} 982-0386

STATE-WiDE DEPOSITION NOTARIES j




CASES 5415
54 54
LAMPERT*DIRECT Page. ... 15 ........ .

field. It is -~ the drive mechanism is based on expansior
of the gas cap and solution gas drive, but the sand 18
encountered from about 1900 to 2000 feet below the level

of the ground and there is normally 10 feet of productive
interval and that varies considerably. The productive is
a gray sand. It can have high porosity, high permeability.
We have seen up to 2000 millidarcy in some wells, but the

average perm is 121 millidarcy. The average porosity is

‘20 == weil, it iz an b art --bhut basieally. YOu nave.
a gray sand that is broductive and you have red sands
that are interpolated within the gray-sand interval and
the red sand is not productive.
Tt. s the same type of geology that occurs in the
Sulimar Queen Field which is in south which is being

flooded today and has been flooded for 2 or 2% years.
It is the same type of structure. It i1s a stratographic
gerrace. It is not a structure. The contours depict a
40 to 60 degree —- LO to 60 foot per mile dip to the
southeast.

Q Geologically speaking, does this appear to be &
unit area susceptible to waterflood unitization?

A Yes, sir.

Q Will that maximize recovery of hydrocarbons?

THE NYE REPORTING SERVICE
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Sk 51,
A It sure woulg,
Q The waterfiood idea?
A It sure woulg,
Q

What kind of drive is this? You saig

it is not
a4 water drive,

A It is a solution

"84S expaision angd the pPossibility
of the expansion of the gas cap. There might be a slight
...... Qiive, out I dSh‘trgﬁfﬂk S0. At least we haven'¢

encountered any king of water pressure,

Q Is there an-

er in
connection with the.Application?
A I don't think so.
MR. CHRISTY: That's a]1.
CROSS EXAMINATION
BY MR. NUTTER,
Q Mr. Lampert, what has been the primary recovery /
” in this unit area to date? l
I A Total?
[ Q Yes, sir,
A

Cumulative, Loh —- 1t was 1.1 end a fraction

million barrels, It is probably 1,3 million approximately
foW. That is an approximation,
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LAMPERT-CROSS

MR. NUTTER: Are you going to furnish that report

as a part of the record?

MR, CHRISTY: Yes, sir, Exhibit 7. Unfoftunately,

I only have one copy. I think there is one attached %0

the Application. Tt would have been a Red-i-back.

(Whereupon, & di scussion was held off the

record.)
BY MR. NUTTER:

Q According to that geological report, Mr. Lampert,

what was the cumulative production at the time that report

I was wads?

-, A It was 1,123,912 barrels as of 12/i7§i;

Q At the time thab peport was made, was there 2

‘prognostication as to what secondary recovery would yield

in there?
A Yes.
Q what was that equal to?
A In total barrels?
Q Yes.
A It was 1.8 million barrels.

Q So, you anticipate that vour secondary recovery
would be somewhat in excess of the primary?

—_ A Yes, sir. 1.1 times ultimate primary =~ 1.12 o

} ‘ 1.1k THE NYE REPORTING SERVICE

STATE-WIDE DEPOSITION NOTARIES
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CASES 5415
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Q Now, in the unit area as you have outlined, is

any of the gas cap as we know the gas cap to exist, included
in the area? |

A- No, sir. We have tried ndt to include ahy of the
gas cap. Tﬁere might be a slight éortion of the contour
included, but a very very little amount because you can'tg
cut the unit across some of the contours.,

Q You are familiar with the pool rules for the
Double L Queen Pool, are you not?

A Yes, sir..

Q Andéthose pool rules provide for classification
of a well as a gas well if the GOR is 30,000 or more. Are
any of the wélls that are included in the unit boundary,
as you have defined it here on Exhibit No. 5,classified
as gas wells under those pool rules?

A I don't know. I would have to double-check that
matter, Mr. Nutter. I would have to double-check that.

Q Do -you have that iaformation there or would you
have to check that after you returned to your office?

A I think I would have to check that after I returned
to my office. I know as far as the Dalport Wells, they

would not be included, but I would have to check on one

of the others.
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- Page..... 19...
MR. CHRISTY: We will furnish that information

to you,

MR. NUTTER:s If you would, please.

He may be excused;

(Witness dismissed)

MR. CHRISTY: I offer into evidence Applicant's

| Exhibits 1 through 7. inclu_sii_re? “ |
MR. NUTTER: Applicant's Exhibits 1 through 7
in Cases 5415 and 54L5L consolidated will be admitted in

evidence.

(Whereupon, Applicant's Exhibibs 1 through 7
were marked for identification, and were
offered and admitted into evidence.)

MR. CHRISTY: We have nothing further, Mr. Examinen)

MR. NUTTER: Does anyone have anything they wish

to offer in this case?

Are there any further questions of Mr. Lampert? |

MR. LINES: Yes. I am Farrell Iines, I am

making entry for Michael Grace. T am Sorry 1 wasn't here

earlier.
We would ask at this time that Section 1 be

excluded from this proposal. We have a statement of one

well there. I would ask the Commission to be able to
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;and he was going to inject through No, Z to get some more

~arez2 withovt preliminaxy aonproval frow the U,§5,G6,5, We

CASES 5415

5454

20
furnish it at a later time with the permission of the
Commission, 1 am applying to the Commission that one

is classified as a gas well, We also have plans for

the State No. 2 well that is just to the left of that

gas fvow Mo, 1, He feels that this ie in the gas cap
and that it chouldn't be included in the other oil areas
and we would ask permission tc be able to furnish this
MR, NUTTER: Which section was that?
ME, LINES: This is Section 1,

MR, CHBRISTY: That is the northeast northeast

MR, LANES: Yeso,
MR, CHRISTY: T will state to the Examiner, to

the hest of my knowledge on that noint, We initially

included the northeast northeast of No, 1 in the unit

sent it o the State and they dzclined to approve it because

of 1 wae ia it,  Thev said they

would not 2sovove if with theg, o e took it out and gave

1 ;e i - S anetloels TN ¢ cad BN
it back o the U,7,5,7, and che U,2,0,¢, said, o, leaye

: . ~ .2 ¥ -
iz dn phe onfi ozoen, Due ovor Jenfe have o coarll it Lo,
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that is the position we are in. We have absolutely no
objection to the northeast northeast being not committed.
It needs to be a part of the unit area as far as unitary
designation iz concerned; but my information is that the
Commissioner will not approve that tract in the unit.

MR. NUTTER: And it is a LO-acre tract.

MR. CHRISTY: A4O-acre tract.

caE ATTIMATD . S - .
Mile NULLiuvae AW oTC NoTP

a wgtereinjectioﬂ;
well on that hO;acre tract?

MR, CHRISTY: I defer to the exhibit, but I don't
think so. The answer is, ro. As depicted in Exhibit 6,
it is not.

MR. NUTTER: Does aanyone else have anything they
wish to offer in Cases 5415 and 54547

We will take the cases under advisement.
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STATE OF NEW MEXICO )
) sS.

COUNTY OF SANTA FE )

I, RICHARD L. NYE, Court Reporter, do hereby certify
that the foregoing and attached Transcript of Hearing

before the New Mexico 0il Conservation Commission was

reporisea by me, and the same is a true and correct recorad

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

and ability.

e et e
COURT REPORTER

c o e AT
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O1L CONSERVATION COMMISSION CHAIRMAN
P —— . LAND COMMISSIONER
STATE OF NEW MEXICO . PHIL R. LUCERO
P. 0. BOX 2088 - SANTA FE MEMBZR
871501

STATE GEOLOGIST
A. L. PORTER, JR.

May 6, 1975 SECRETARY — DIRECTOR
Re: S .
Mr. Sim Christy §: CASE NO 5434
Jemmings, Christy & Copple ORDER NO._R=-5007
Attorneys at Law :
Post Office Box 1180 Applicant:

qu—d--’

Burk Royalty Company

Dear Sir:

Enclosed herewith are two copies of the aboveareferenced
Commission order recently entered in the subject case.

/7' truly yours,
S R 7,
« P ‘/’Q,cv
A. L. PORTER, Jr.
Secretary~Director

ALP/ir

Copy of order also sent to:

Hobbs OCC X

Artesia OCC X

Aztec 0OCC

Other State Engineexr Office

L R.TRUJILLO




LAW OFFICES OF

JENNINGS, CHRISTY & COPPLE

JAMES T.JENNINGS 1042 SECURITY NATIONAL BANK BUILDING TELEPHONE 622-8432
SIM B.CHRISTY ¥ P.O.BOX 1180 . - ARSACODE 505
ROGER L.COPPLE ROSWELL, NEW MEXICO 8820t e z§ i

BRIAN W.COPPLE i T : R . - - - S

ROBERT G. ARMSTRONG

April 17, 1975

Mr. Leon M. Lampert

Dalport Oil Corporation

The 600 Building -~ Room 1134
Corpus Christi, Texas 78401

Re: NMOCC Case 4515 &\\isijéf

Just a short note to remind you that you promised to
send Mr. Daniel Nutter a report as to whether or not there
are any gas wells in the proposed Double L Queen Unit, and
if so their location, etc.

Dear Leon:

Would you please send me a copy of your report to
Mr. Nutter.

Best personal regards,

JENNINGS, CHRISTY & COPPLE

Vs

- C‘7’—:*'/)/
oY gV //l// /l’//”//“f £ N
SBC/jy -S. B. Christy I\/z//. ——

cc: Mr. Daniel Nutter
cc: Mr. Jon Bear




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

. IN THE MATTER OF THE HEARING
! CALLED BY THE OIL CONSERVATION
| COMMISSION OF NEW MEXICO FOR
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jquorum being present, having considered the testimony, the record,
rand the recommendations of the Examiner, and being fully advised

{ THE PURPOSE OF CONSIDERING:

D ; CASE NO. 5454
e e Order No. R-5007

1 APPLICATION OF BURK ROYALTY CO. FOR

A WATERFLOOD PROJECT, CHAVES COUNTY,
‘i NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMTQQTON.

This cause came on for hearing at 9 a.m. on April 16, 1975,

at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this 6th day of May, 1975, the Commission, a

in the premises,

f‘l

F

%

«

l

J!

FINDS:

{1) That due public notice having keen given as required
by lJaw, the Commission has jurisdiction of this cause and the
bhbject matter thereof.

(2) That the applicant, Burk Royalty Co., seeks authority
to institute a waterfiood project in the Double L Queen Unit
Area, Double L Queen Pool, by the injection of water into the
!Queen formation through 17 injection wells in Sections 23, 24,
#25, and 36, Township 14 South, Range 29 East; Section 31, Town-
iship 14 South. Range 20 Easi; Sections 1 and 12, Township 15

{
i
1
i

“South, Range 29 East, and Sections 6, 7, and 18, Township 15 South,
Range 30 East, NMPM, Chaves County, New Mexico. _

{3) That the welils in the project area are in an advanced

fstate of depletion and should properly be classified as
w"stripper" wells.

(4) That the proposed waterflood project should result in

the recovery of otherwise unrecoverable 0il, thereby preventing
‘waste.

(S) That the operator should take 211 steps necessary to
ensure that the injected water enters only the proposed injec-
tion interval and is not permitted to escape to other formations
or onto the surface from injection, production, or plugged and
abandoned wells.
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That the subject applic@tion‘should be approved and

the project should be governed by the provisions of Rules 701,
702, and 703 of -the Commission Rules and Regulations.

1T IS THEREFORE ORDERED:

(1)

That the applicant, Burk Royalty CoO.., is hereby

authorized to institute a waterflood project in the Double L

Queen Unit

area, Double L Queen Pool, by the injection of water

into the Queen formation through the fbllowing-de9cribed wells
in Chaves County, New Mexico:

' Company

AMOCO
McClellan
AmoOco -
palport
Amoco
Dalport
palport

& Dalport

+ company

palport
McClellan

| Company

| palport
giDalport

. Company

. Amoco
 AmocCo
. McClellan
" McClellan

McClellan

TOWNSHIP 14 SOUTH, RANGE 29 EAST, NMPM

Spurck State
Spurck State
Spurck State

L.ease Well No. Unit
ralgout “A" Federal b b4
Sun State ' H M
State EK 4 B
Spurck State 9 J
State EK 1 N

6 B
4 G
5 J

TOWNSHIP 14 SOUTH, RANGE 30 EAST, NMPM

Lease Well NoO. Unit
Amco Federal 2 B
Elyse Federal 2 J

TOWNSHIP 15 SOUTH, RANGE 29 EBAST, NMPM

Lease Well Ho. Unit
Rob State 1 H
Siunsst State l R

?0WNSHIP 15 SOUTH, RANGE 30 EAST, NMPM

case Well NoO. Unit
Lusk "A" 3 A
Lugk "A" 2 G
Marion Federal 1l C
Mary Jane 2 M
Lisa "B" FPederal 9 F

Section
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% leakage of water or oil from around any producing well, or the

1 necessary or required to correct such failure or leakage.

! the Double L Queen Unit Waterflood Project and shall ha govarned
.« by the provisions of Rules 701, 702, and 703 of the Commission
. Rules and Regulations. _

| entry of such further orders as the Commission may deem necessary.

L3
- Case No. 5454
i Order No. R-5007

(2) That injection into each of said wells shall be through§

. internally coated tubing, set in a packer which shall be located |
i as near as practicable to the uppermost perforation; that the :
. casing-tubing annulus of each injection well shall pe loaded with
. an inert fluid and equipped with an approved pressure gauge oOr
. attention-attracting leak detection device.

(3) That the operator shall immediately notify the super-
visor of the Commission's Artesia district office of the failure
of the tubing or packer in any of said injection wells, the

leakage of water or oil from any plugged and abandoned well with-
in the project area and shall take such timely steps as may be

{4) That the subject waterflood project is hereby designate

,wam__4mwwuﬁum,n“m;mmm

{5) That monthly progress reports of the waterflood project;

; herein authorized shall be submitted to the Commission in accor-
| dance with Rules 704 and 1120 of the Commission Rules and Regu-
i lations.

(6) That jurisdiction of this cause is retained for the

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

I./R. TRUJILLO, Chairman

PHIL R. LUCERO, Member

E 8 Y 3 ress’ PN
A. .. PORTER,

" e

Jr., Membef & Secretary
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
DOUBLE L QUEEN UNIT
. CHAVES COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the lst day of January, 1975,
by and between the parties subseribing, ratifying or consenting hereto,.
and herein referred to as. "Parties hereto';

WITNESSETH:

WHEREAS, the parties hereto are the cwners of working, royalty or
other oil or gas interests in the Unit Area subject to this Agreement;
and

IHERBAS, tiwe diineral Leasing Act of February 25, 1920, (41 Stat,
437,32 zmended 30 U.S5.C. Sections 181 et seq.) authorizes Federal
1essees and their representatives to unite with each other, or jointly
or separately with others in collectively adopting and operating a unit
plan of development or operation e¢f any oil or gas pool, field, or like
area, or any part thereof for the purpose-of more properly conserving
the natural resources thereof whenever determined and certified by the
Secretary of the Interior to be necessary or advisable in the public
interest; and

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

is authorized by an Act of the Legislature (Sec. 3, Chap. 88, Laws 1943
as amended by Section 1 of Chap. 162, Laws of 1951, Chap. 7, Art 11, Sec.
39, N.M.S. 1953 Ann.) to consent to or approve this Agreement on behalf
of the State of New Mexico, insofar as it covers and includes lands and
mineral interests of the State of New Mexico; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Sec. 3, Chap. 88,
Laws of 1943, as amended by Sec. 1, Chap. 162, Laws of 1951, Chap. 7,
Art.11, Sec. 41, N.M.S. and 1953 Ann.,) to amend with the approval of
the lessee, any 0il and gas lease embracing State lands so that the
length of the term of said lease may coincide with the term of such

unitized development and operation of State lands; and

WHEREAS, the 0il Conservation Commission of the State of New
Mexico is authorized by law (Chap. 72, Laws of 1935, as amended by
Chap. 193, Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168, Laws
of 1949) to approve this agreement, and the conservation provisions
hereof; and




WHEREAS, the parties hereto hold sufficient interests inﬂfhénboﬁﬁié”>k
L Queen Unit covering the land hereinafter described to give reasonably
effective control of operation therein; and

WHEREAS, it is the purpose of the parties hereto to comserve nat-
ural resources, to pravent waste and secure the other benefits obtain- .
able. through development and operation of the area subject to this Agree-
ment under the terms, conditions and liaitations herein set forth. )

__Now, THEREFORE, in consideration of the premises and the promises
herein contained, the parties hétveto commit t& thie Agreement their re=-
spective interests in the unitized formation of the below defined Unit
Area, and agree severally among themselves as follows:

SECTION 1. ENABLING ACT AND REGULATIONS, The Mineral Leasing Act’.
of February 25, 1920, as amended, supra, and-all valid pertinent regula-
tions, 1ncluding operating and unit plan regulations, heretofore issued
therbunder 'and valid, pertinent and reasonable regulatlons hereafter
issued thereunder are accepted and made a part Of This Agicemint so-to
Fedéral lands, provided such regulations are not inconsistent with the
terms of this Agreement; and as to non-Federal lands, ithe oil an? S gae
operating regulations in effect as of the effective date hereof govern-
ing drilling and producing operations, not inconsistent with the terus
hereof or the laws of the State in which the non-Federal land is located,
are hereby accepted and made a part of this Agreement.

SECTION 2. UNIT AREA AND DEFINITIONS. For the purpose of this
Agreement; the following terms and expre551ons as used herein shall
mean:

(a) '"Unit Area" is defined as those lands described in Exhibit
"B" and depicted on Exhibit "A" hereof, and such land is hereby designated
and recognized as constituting the Unit Area, containing 2,670.10 acres,
more cr less, 1n Chaves County, New Mexico.

(b) "Land Commissioner" is defined as the Commissioner of Public

. Lands of the State of New Mexico.

(c) "Commission"™ is defined as the 0il Conservation Commission
of the State of New Mexico.

(d) "Director" is defined as the Director of the United Scaies
Geological Survey.

(e) "Secretary" is defined as the Secretary of the Interior of
the United States of America, or his duly authorized delegate.

(f) 'Department" is defined as the Department of the Intericr of
the United States of America.




(g) "Supervisor" is defined as the 0il and Gas Supervisor of the
United States Geological Survey for the area in which the Unit Area is
situated,

(h) "Unitized Formation' shall mean that subsurfiace portion of the
Unit Area commonly known as the Queen Formatiomn, and which is the same
formation that was encountered between the logged depths of 1870' (subsea
elevation of +1984') and 1980' (subsea elevation of +1874') in Dalport 0il
Corporation's Spurck State Well #5 as shown on ‘the Schlumberger Compensated
Formation Density log of said well dated July 30, 1969 which well 1is located
1980' FSL and 1980' FEL of Section 36, T-14-S, R~29-E, Chaves County, New
Mexico. ‘

(1) Unitized Substances" are all oil, gas, gaseous substances, sul-
phur contained in gas, condensate, distillate and all associated and con-
stituent liquid or liquefiable hydrocarbons within and produced from the
Unitized Formation. of the Unitized Land.

(j) “Tract" is each'paréél of land described as such and given a
Tract number in Exhibit “B".

(k) "Tract Participation" is defined as the percentage of partici-
pation shown on Exhibit "C" for allocating Unitized Substances to a
Tract under this Agreement,

(1) 'Unit Participation' is the sum of the percentages obtained
by multiplying the Working Interest of a Working Interest Owner in each
~ Tract by the Tract Participation of such Tract.

(m) '"Working Interest" is the right to search for, produce and
acquire Unitized Substances whether held as an incident of ovmership of
mineral fee simple title, undér an oil and gas lease, or otherwise held,
which interest is chargeable with and obligated to pay or bear, either
in cash or out of production, or otherwise, all or a portion of the cost
of drilling, developing and producing the Unitized Substances from the
Unitized Formation and operations thereof hereunder. Provided that any
royalty interest created out of a working Interest subsequent to the
execution of this Agreement by the owner of the working interest shall
continue to be subject to such working interest burdens and obligations.

(n) '"Working Interest Cwner' is any party hereto owning a Working
Interest, including a carried working interest owner, holding an interest
in Unitized Substances by virtue of a lease, operating agreement, fee
title or otherwise. The owner of 0il and Gas Rights that are free of
lease or other instrument creating a Working Interest in another shall
be regarded as a Working Interest Owner to the extent of seven-eighths
(7/8) of his interest in Unitized Substances, and as a Royalty Owner
with respect to his remaining one-eighth (1/8) interest therein.




(o) '"Royalty Interest" or "Royalty" is an interest reserved to the
original lessor or other party in or right to receive a portion of the
Unitized Substances or the proceeds thereof, but does not include any
overriding royalty interest, oil payment interest, net profit contracts,
or any other payments or burdens which does not carry with it the right-
to search for and produce Unitized Substances.

(p) '"Royalty Owner'" is the owner of a Royalty Interest,

(g) "Unit Operating Agreement' is the agreement entered into by
and between the Unit Operator and the Working Interest Owners as provided
in section 9, infra, and shall be styled "Unit Operating Agreement,
Double L Queen Unit, Chaves County, New Mexico'.

(¥) "0il and Gas Rights" is the right to explore, develop and
operate lands within the Unit Area for the production of Unitized Sub-
stances, or to share in the production so obtained or the proceeds thereof,

(s) '"Outside Substances" is any substance obtained from any source
other than the Unitized Formation and injected into the Unitized Formation,

(t) "Unit Manager" is any person or corporation appointed by Working
Interest Owners to perform the duties of Unit Operator until the selection
and qualification of a successor Unit Operator as provided for in Section
7 herof.

(u) "Unit Operator" is the party designated by Working Interest Owners
under the Unit Operating Agreement to conduct Unit Operations.

(v) '"Unit Operations' is any operation conducted pursuant to this
Agreement and the Unit Operating Agreement,

(w) "Unit Equipment' is all personal property, lease and well equip-
ment, plants, ada other facilities and equipment taken over or otherwise
acquired for the joint account for use in Unit Operations.

(x) "Unit Expense" is all cost, expense, or indebtedness incurred

\ pursuant to this Agreement and the Unit Operating Agreement for or on

account of Unit Operations.

(y) "Overriding Royalty Interest" is an interest in or right to
receive a portion of the Unitized Substances or the proceeds therefrom
as an overriding royalty interest, oil payment interest, net profits
contracts, or any other payment or burden, exclusive of a Royalty Interest,
which does not carry with it the right to search for or produce Unitized
Substances,

SECTION 3. EXHIBITS. Exhibit "A" attached hereto is a map showing
the Unit Area and the boundaries and identity of tracts and leases in
said Unit Area to the extent known to the Unit Operator. Exhibit "B"
attached hereto is a schedule showing ., to the extent known to the Unit
Cperator, the acreage comprising each Tract, percentages and kind of
ownership of oil and gas interests in all land in the Unit Area. Exhibit
"C" attached hereto shows the Tract Participation of each Tract in the

-




Unit Area. However, nothing herein or in said schedule or map shall be
construed as a representation by any party hereto as to the ownership of
any interest other than-such interest or interests as are shown in said
map or schedule as owned by such party. Exhibit "D" attached hereto is
the provisions of paragraphs 1 through 7 of Section 202 of Executive
Order 11246 as .amended. Exhibits, "A", "B", and "C" shall be revised
by the Unit Operator whenever changes in the Unit Area reunder such
revision necessary or when requested by the Supervisor, and copies of
such revision shall be filed with the Land Commissioner, and not less
than five copies shall be filed with the Superviser.

SECTION 4. EXPANSION. The above described Unit Area may when
practicable be expanded to include therein any additional Tract or Tracts
regarded as reasonably mecessary or advisabhle for thd puiposes of this
Agieciient. Such expansion shall be effected in the following manner:

(a) The Working Interest Owner or Owners of a Tract or Tracts de-
siring to bring such Tract or Tracts into this unit, shall file an appli-
cation therefor with Unit Operator requesting such admission.

(b) Unit Operator shall circulate a notice of the proposed expan-
sion to each Working Interest Owner in the Unit Areaz and in the Tract
proposed to be included in the unit, setting out the basis for admission,
the Tract Participation to be assigned to each Tract in the enlarged Unit
Area and other pertinent data, After negotiation (at Working Interest
Owner's meeting or otherwise) if at least three Working Interest Owners
having in the aggregate seventy-five percent (75%) Unit Participation then
in effect have agreed to inclusion of such Tract or Tracts in the Unit
Area, the Unit Operator shall:

(1) After obtaining preliminary concurrence by the Director, pre-~
pare a notice of proposed expansion describing the contemplated changes
in the boundaries of the Unit Area, the reason therefor, the basis for
admission of the additional Tract or Tracts, the Tract Participation to
be assigned thereto and the proposed effective date thereof; and

(2) Deliver copies of said notice to the Land Commissioner, the
Supervisor, each Working Interest Owner and to the lessee and lessor
whose interests are affected, advising such parties that thirty (30)
days will be allowed for submission to the Unit Operator of any objec—
tion to such proposed expansion; and

(3) Tile, upon the expirvation of said chilrey (30) day perlod as

set out in (2) immediately above with the Land Commissioner and Supervi-
sor the following: (a) Evidence of mailing or delivering copiec of said
notice of expansion; (b) An application for approval of such expansion;
(¢) An instrument containing the appropriate joinders in compliance with
the participation requirements of Secticn 14, and Section 32, infra; and
(d) A copy of all objections received along with the operators response
thereto,




The expansion shall, after due consideration of all pertinent infor-
mation and approval by the Land Commissioner and the Supervisor, become
effective as of the date prescribed in the notice thereof, preferably
the first day of a month subsequent to the date of,notlce. The revised
Tract Participation of the respective Tracts included within the Unit’
Area prior to such enlargement shall remain the same ratio one to andther.

SECTION 5. UNITIZED LAND. All land committed to this Agreement
as to the Unitized Formation shall constitute land referred to herein
as “Unitized Land" or “Land subject to this Agreement". Nothing herein
shall be construed to unitize, -pocl, or in any way affect the oil, gas
and other minerals contained in or that may be produced from any forma-
tion other than the Unitized Formation as deflned in Section 2 (h) of this
Agreement. :

SECTION 6. UNIT OPERATOR. Burk Royalty Co. is hereby designated
the Unit Operator, and by signing this instrument as Unit Operator agrees
and consents to accept the duties and obligations of Unit Operator for the
operation, development and production of Unitized Substances as herein provided.
Whenever reference is made herein to the Unit Operator, such reference means
the Unit Operator acting in that capacity and not as an owner of interests in
Unitized Substances, when such interests are owned by it and the term "Working
Interest Owner" when used herein shall ‘include or refer to thé Unit Operator
as the owner of a Working Interest when such an interest is owned by it.

The interest of Working Interest Owners and the Unit Operator in the
Unit Area shall be subject to a reciprocal lien and security interest to the
extent provided in the Unit Operating Agreement.

SECTION 7., RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
shall have the right to resign at any time, but such resignation shall
not become effective so as to release Unit Operator from the duties and
obligations of Unit Operator and terminate Unit Operator's rights as
such for a period of six (6) months after written notice of intention to

‘resign has been given by Unit Operator to all Working Interest Owmers,

the Land Commissioner and the Supervisor unless a new Unit Operxator shall
have taken over and assumed the duties and obligations of Unit Operator
prior to the expiration of said period. The resignation or removal of
Unit Operator shall mnot release Unit Operator from any liability for any
defzult by it hereunder occurring prior to the effective date of its re-
signation or removal.

The Unit Operatoxr shall be subject to removal by Working
Interest Owners having in the aggregate seventy percent (70%) or more
Unit Participation then in effect exclusive of the Workiag Interest Cwner
who is the Unit Operator. Such removal shall be effective upon notice
thereof to the Land Commissioner and the Supervisor,

In all such instances c¢f effective resignation or removal, until a
successor to Unit Operator is selected and approved as hereinafter pro-~



vided, the Working Interest Owners shall be jointly responsible for the
performance of the duties of the Unit Operator and shall, not later than
thirty (30) days before such resignation or removal becomes effective,

appoint a Unit Manager to represcent them in any action to be taken here-
under.

The resignation or removal -of Unit Operator ‘under this Agreement
shall not term1nate its right, title or interest as the owner of a Work-
_ing Interest or cther-interest in Unitized Substances, but upon the re-
signation or removal of Unit Operator becoming effective, such Unit
Operator shall deliver possession of all wells, equipment, books and
records, materials, appurtenances and any other assets used in connection
with the Unit Operations and owned by the Working Interest Gwners to the
new -duly qualified successor Unit Operator or to the Unit Manager if no
such new Unit Operator is elected, to he used for the purpose of conduct-
ing Unit Operations hereunder. Nothing herein shall be construed as author-
izing the removal of any matewrial - csguipment or appuitéiiainces uceded 10F
the preservation of any wells. Nothing herein contained shall be con-
strued to reélieve or discharge any Unit Operator or Unit Manager who re-
signs or is removed hereunder from any liability or duties accruing or
performable by it prior to the effective date of such resignation or re-
moval.

SECTION 8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall
tender its resignation as Unit Operator or shall be removed as hereinabove
provided, the Working Interest Owners shall select a successor Unit Opera-
tor as herein provided. 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 Land Commissioner and the Supervisor. If no successor Unit
Operator or Unit Manager is selected and qualified as herein provided, the
Land Commissioner and/or the Director, at their election, may declare this
Agreement terminated.

In selecting a successor Unit Operator the‘affirmative vote of three
or more Working Interest Owners having a total of sixty-five percent (65%)
or more of the total Unit Participation shall prevail; provided that if
any one Working Interest Owner has a Unit Participation of more than thirty-
five percent (35%), its negative vote or failure to vote shall not be re-
garded as sufficient unless supported by the vote of one or more other
Working Interest Owners having a total Unit Participation of at least five
percent (5%). 1If the Unit Operator who is removed votes only to succeed
itself or fails to vote, the successor Unit Operator may be selected by
the affirmative vote of the owners of at least seventy-five percent (75%)
of the Unit Participation remaining after excluding the Unit Participation
of Unit Operator so removed.
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SECTION 9. ACCOUNTING PROVISTONS AND UNIT OPERATING AGREREMENT,
Costs and cxpenses incurred by Unit Operator in conducting Unit Operntions
hereunder shall be paid, apportioned among and borne by the Working
Interest Owners in accordance with the Unit Operating Agreement. Such
Unit Operating Arreement shall also provide the manner in which the Work-
ing Interest Owners shall be entitled to receive their respective pro-
portionate and allocated share of the benefits accruing hereto in con-
formity with their underlying operating agreements, leases or other
contracts and such other rights and oblxgations as between Unit Operator
and the Working Intercst Owners as may be agreed upon by the Unit Operator
and the Working Interest Owners; however, ne such Unit Operating iAgrcement
shitll be deemed either to modify any of the terms and conditions of this
Agreement or to relieve the Unit Operator of any right or obligation
established under this TAgreencenit, and in- ecade nT Any . ihconsistency oi con=
flict between this Agreement and the Unit Operating Agreement, this Agree-
ment shall prevail. Copies of any Unit Operating Agreement executed
pprsuant to this Section shall be filed with the Land Commissioner and
with the Supervisor as required prior to approval of this Agreement.

SECTION 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as
-atherwise specifically provided herein the exclusive right, privilege
and duty of exercising any and all rights of the parties hereto which
are necessary or convenient for prospecting for, producing, storing,
allocating and distributing the Unitized Substances are hereby delegated v
to and shall be exercised by the Unit Operator as herein provided. Upon ‘
request, acceptable evidence of title to said rights shall be deposited
with said Unit Operator, and together with: this Agreement, shall constitute
and define the rights, privileges and obligations of Unit Operator. Nothing
herein, however, shall be construed to transfer title to any land or to
any lease or operating agreement, it being understood that under this Agree-~
ment the Unit Operator, in its capacity as Unit Operator, shall exercise
the rights of possession and use vested in the parties hereto only for the
purposes herein specified.

SECTION 11. PIAN OF OPERATIONS., It is recognized and agreed by
the parties hereto that all of the land subject to this Agreement is
reasonably proved to be productive of Unitized Substances and that the
object and purpose of this Agreement is to formulate and to put into
effect an improved recovery project in order to effect additional re-
covery of Unitized Substances, prevent waste and conserve natural
resources. The parties hereto agree that the Unit Operator may, sub-
ject to the consent and approval of a Plan of Operation by the Working
Interest Owners, the Superxvisor, the Land Commissioner and the Commission,
inject into the Unitized Formation, through any well or wells completed
therein, brine, water, air, gas, oil, liquefied petroleum gases and
any one or more other substances or combination of substances whether pro-
duced from the Unitized Land or not, and that the location of input wells
and the rates of injection therein shall be governed by standards of
good geologic and petroleum engineering practices and conservation methods.
Subject to like approval the Plan of Operation may be revised as conditions
may warrant,




(e

The initial Plan of Operation shall be filed with the Supervisor,
the Land Commissioner and the Commission concurrently with the filing
of this Agreement for final approval. Said initial Plan of Operation
and all revisions thereof shall be as compléte and adequate as the
Supervisor, the Land Commissioner and the Commission may determine to
be necessary for timely operation consistent herewith. Upon approval of
this Agreement and the initial plan by the Supervisor and Commissioner,
said plan, and all subsequently approved plans shall constitute the
operating obligations of the Unit Operator under this Agreement for the
period specified therein, Thereafter, from time to time before the
expiration of any existing plan, the Unit Operator shall submit for
like approval a plan for an additional specified period of operation.
After such operations are commenced, reasonable diligence shall be
exercised by the nit Oparatar . in complvine with rhe ehligations of
the approved Plan of Operation.

Notwithstanding anything to the contrary herein contained, should
the Unit Operator fail to commence operation of an improved recovery
project incorporating the injection of water within one (1) year after
the effective date of this Agreement, or any extension thereof approved
by the Supervisor, this Agreement shall terminate automatically as of
the date of default.

SECTION 12. USE OF SURFACE AND USE OF WATER. The parties have to
the extent of their rights and interests, hereby granted to Unit Operator
the right to use as much of the surface of the Unitized Land as may
reasonably be necessary for Unit Operations; provided that nothing
herein shall be construed as leasing or otherwise conveying to the Unit
Operator a site for water, gas injection or other plants or camp site.

Unit Operator shall have free use of water or brine or both from
the Unitized Land for Unit Operations, except water from any well, lake,
pond or irrigation ditch of a surface Owner, unless approval for such
use is granted by the surface Owner.

Unit Operator shall pav the Owner for damages to growing crops,
timber, fences, improvements and structures on the Unitized Land that
result from Unit Operations.

SECTION 13. TRACT PARTICIPATION., Imn Exhibit "C" attached hereto
there are listed and numberea the various Tracts within the Unit Area,
and set forth opposite each Tract are figures which represent the Tract
Participation, during Phase I and Phase II of Unit Operations if all
Tracts in the Unit Area qualify as provided herein. The Phase I and
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Phase II Tract Participations of each Tract

as shown in Exhibit "'¢"
were determined in accordance with the follo

wing formulas;

Tract Participation during Phase I: 50% A + 50% B
Phase II: 55% ¢ + 4572 D

Where A = Ratio of the volume of oil détermined to be producible after

12/1/72 from each Tract to the summation of the volume ‘of
producible oil afrer 19/1/70 =.__ the

< iUoW ail Tracre being 346,846
barrels.

B = Ratio of the 8ross income from each Tract to the summation

of the gross iricome from all Tracts for the period 6/1/72
to 12/1/72 being $415,900.18,

C = Ratio of the volume of oil determined to be ultimately éro-
ducible from each Tract to the summation of the volume determined

to be ultimately producible from all Tracts being 1,470,758
barrels,

D = Ratio of the Acre-Feet of originally productive oil reservoir
from each Tract to the summation of Acre-Feet from all

" Tracts being 10,077.3 acre feet,

In the event less than all Tracts are
Date hereof, the Tract Participations shall
of all such qualified Tracts rather than ali
The total number of barrels of o0il to be Produced before Phase II be~-

gins shall remain at 1,470,758 barrels; however, o0il produced from
all Tracts within the Unit Area, qualified as w

qualified on the Effective
be calculated on the ba§is
Tracts in the Unit Area,

SECIION 14, TRACTS QUALIFIED FOR PARTICIPATION.

On and after the
Effective Date hereof the Tracts wi

thin the Unit Area which shall be

-10- -




entitled to participation in the production of Unitized Substances shall
be those Tracts more particularly described in Exhibit "B" that corner
or have a common boundary (Tracts separated only by a public highway or
a railroad right of way shall be considered to have a common boundary),
and that otherwise qualify as follows:

(a) Each Tract as to which Working Interest Owners owning one
hundred percent (100%) of the Working Interest have become parties to
this Agreement and as to which Royalty Owners owning seventy~five percent
(75%) or wmore of the Royalty Interest have become parties to this Agreement,

(b) Each Tract as to which Working Interest Owners owning one
hundred percent (100%) of the Working Interest have become parties to
thictAoreament .. and. as. to.which:Rovalty :Owneis owning less _than.seventy=...
five percent (75%) of the Royalty Interest have become parties to this
Agreement, and as to which (1) Working Interest Owners, including the
Working Interest Owner who operates the Tract, owning a total of seventy-
five percent (75%) or more of the Working Interest in such Tract that is
committed to this agreement have joined in a requiest for the inclusion
os such Tract in the Unit Area, and as to which (2) Working Interest
Owners having seventy-five percent (75%) or more of the combined Phase I
Unit Participation in all Tracts that meet the requirements of Section 14 (a)
above have voted in favor of the inclusion of such tract. (3) As to '
leases issued by the United States of America the joinder to this Agreement
by the lessee of record shall supplant joinder of the Royalty Interest.

(¢) Each Tract as to which Working Interest Owners owning less than
one hundred percent (100%) cf the Working Interest have become parties
to this Agreement, regardless of the percentage of Royalty Interest
therein that is committed hereto; and as to which (1) Working Interest
Owners, including the Working Interest Owner who operates the Tract,
owning d total of seventy-five percent (75%) or more of the Working Interest
in such Tract that is committed to this Agreement have joined in a
request for inclusion of such Tract in the Unit Area, and have executed
and delivered, or obligated themselves to execute and deliver, an indemnity
agreement indemnifying and agreeing to hold harmless the.other Working
Interest Owners in the Unit Area, their successors and assigns, against
all claims and demands that may be made by the owners of Working Interest
in such Tract hwo are not parties to this Agreement, and which arise out
of the inclusion of the Tract in the Unit Area; and as to which (2) Working
Interest Owners having seventy-five percent (75%) or more of the Unit
Participation in all Tracts that meet the requirements of Section 14 (a)
and 14(b) have voted in favor of the inclusion of such tract and to accept
the indemnity agreement., Upon the inclusion of such a Tract in the Unit Area,
the Tract Participations which would have been attributed to the non-subscribing
owners of Working Interest in such Tract, had they become parties to this
Agreement and the Unit Operating Agreement, shall be attributed to the Working
Interest Owners in such Tract who have become parties to such agreements,
and joined in the indemnity agreement, in proportion to their respective
Working Interests in the Tract.

-11-
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If on the Effective Date of this Agreement there is any Tract or
Tracts which have not been effectively committed to or made subject to
this Agreement by qualifying as above provided, then such Tract or
Tracts shall not be entitled to participate hereunder. Unit Operator
shall, when submitting this Agreement foxr final approval by the Land
Commissioner and the Supervisor; file therewith a schedule of those
Tracts which have been‘committed and made subject to this Agreement and
are entitled to participate in Unitized Substances. Said schedule
shall set forth opposite each such commitied Traci tne lease number or

-aseignmene nuember,; - the cvner of Tecord o Lue lease, and the percentage

participation of such Tract which shall be computed according to the
participation formula set out in Section 13 (Tract Participation) above.
This schedule of participation shall be Revised Exhibit "C" and upon
approval thereof by the Land Commissioner and the Supervisor shall be-
come a part of this Agreement and shall govern the allocation of pro-
duction of Unitized Substances until a new schedule is approved by the
Land Commissioner and Supervisor,

SECTION 15. ALLCCATION OF UNITIZED SUBSTANCES. All Unitized Sub~
stances produced and saved (less, save and except any part of such
Unitized Substances used in conformity with good operating practices
on unitized land for drilling, operating, camp and other production
or development purposes and for injection or unavoidable loss in accor~
dance with a Plan of Operation approved by the Supervisor) shall be
apportioned among and allocated to the qualified Tracts in accordance
with the respective Tract Participations effective hereunder during the
respective periods such Unitized Substances were produced, as set forth in
the schedule of participation in Exhibit "C". The amount of Unitized
Substances so allocated to each Tract, and only that amount, {(regardless
of whether it be more or less than the amount of the actual production
of Unitized Substances from the well or wells, if any, on such Tract)
shall, for all intents, uses and purposes, be deemed to have been pro-
duced from such Tract.

The Unitized Substances allocated to each Tract shall be distributed
among, or accounted for, to the parties entitled to share in the
production from such Tract in the same manner, in the same proportions,
and upon the same conditions, as they would have participated and shared
in the production from such Tracts, or in the proceeds thereof, had
this Agreement not been entered into; and with the same legal force and effect.

-12=
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No Tract committed to this Agrcement and qualificed for participation
as above provided shall be subscquently excluded from participation
hercunder on account of depletion of Unitized Substances.

If the Working Intercest and/or the Royalty Interest .in any Tract
are divided with respect to séparate parcels oxr portions of such Tract
and owned now or hereafter in severalty by different persons, the Tract
Participation during both Phase I and Phase IX shall, in the absence of
a recordable instrument executed by all owners and furnished to Unit
Operator fixing the divisions of ownership, be divided among such parcels
or portions in proportion to the number of surface acres in each.

The Unitized Substances allocated to each Tract shall be delivered
in kind to the respective Working Interest OQwnetrs and parties entitled

ihereto by virtue of the ownership of 0il and Gas Rights therein. Each .

Working Intercest Owier and Liie parties entitled thereto shall have the
continuing right to receive such production in kind at a common point
within the Unit Area and to sell or dispose of the same as it sees. fit.
Each such party shall have the right to construct, maintain and operate
all necessary facilities for that purpose on unitized land, provided the
same are so constructed, maintained and operated as not to interfere with
operations carried on pursuant hereto. Subject to Section 17 herecof,
any cxtra ecxpenditure incurred by Unit Operator by xeason of thie delivery
in kind of any portion of the Unitized Substances shall be borne by the
party responsible therefor under the controlling leasc or contract. In
the event any Interest Owner shall fail to take or otherwise adequately
dispose of its proportionate share of the production from the Unitized
Formation currently as and when produced, then so long as such condition
continues, Unit Operator, for the account and at the expense of the Work-

ing Interest Owner of the Tract or Tracts concerned, and in order to avoid

curtailing the operation of the Unit Area, may, but shall not bhe required i
to, sell or otherwise dispose of such production to itself or to others
on a day-=to-day basis, provided that all contracts of sale by Unit Opera-
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tor of any other party's share of Unitized Substances shall be only for
such reasonable periods of time as are consistent with the minimum needs
of the industry under the circumstances, but in no event shall any such
contract be for a period in excess of one year, and at not less than the
prevailing market price in the area for like production, and the account
of such Working Intexrest Owner shall be charged therewith as having re-
ceived such production. The net procecds, if any, of the Unitized Sub-
stances so disposed of by Unit Operator shall be paid to the Working
Interest Owner of the Tract or Tracts concerned. Notwithstanding the
foregoing, Unit Operator shall not make a sale into interstate commerce
of any Working Interest Owner's sharc of gas production without first
giving such Working Interest Owner sixty (60) days notice of such in-
tended sale.

Any Working Interest Owner receiving in kind or separately dispos-
ing of all or any part of the Unitized Substances allocated to any Tract,

-13-
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of any land from their respective lease obligations for the payment
R of any Royaliy due under their leases, except that such Royalty shall
" be computed on Unitized Substances as allocated to each Tract in
*j accordance with the terms of this Agreement. With-respect to Federal
lecases committed hereto on which the royalty rate depends upon the
A daily average production per well, such average production shall be
! determined in accordance with the operating regulations pertaining
R - - to Federal leases as though the committed Tracts were included in a
single consolidated lease.

_J If the amount of production or the procecds thereof accruing to
L any Royalty Owner (except the United States of America) in a Tract
o depends upon the average production per well or the average pipecline

ij rans per well from such Tract during any period of“ time, then such

production shall be determined from and after the effective date here-

of by dividing the quantity of Unitized Substances allocated hereunder

i to such Tract during such period of time by the number-of woils 1ocai-

o4 S .ed. theroon Capavie 01 producing Unitized Substances as of the Effective ‘ :
; Date hereof, provided that any Tract not having any well so capable of .
i —producing Unitized Substances on the Effective Date hercof shall be

considered as having one such well for the purpose of this provision.

All Royalty due the State of New Mexico and the United States of
America and the other Royalty Owners hereunder shall be computed and !
; paid on the basis of all Unitized Substances allocated to the respec~
i : tive Tract or Tracts committed hereto, in lieu of actual production
o, from such Tract or Tracts.,

SR
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Each Royalty Owaer (other than the State of New Mexico and the
United States of America) that executes this Agreement represents and
warrants that it is the owner of a Royalty Interest in a Tract or Tracts
within thé Unit Arca as its interest appears in Exhibit "B" attached
hereto. If any Royaliy Interest in a Tract or Tracts should be lost
by title failure or otherwise in whole or in part, during the term of
this Agrcement, then the Royalty Interest of the party representing him-
self to be the owner thereof shall be reduced proportionately and the
interests of all parties shall be adjusted accordingly.
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SECTION 18. RENTAL SETTLEMENT. Rentals or minimum Royalties due
on leases committed hereto shall be paid by Working Interest Owners
responsible therefor under existing coniracts, laws and regulations
provided that nothing herein contained shall operate to relieve the
lessees of any land from their respective lecase obligations for the pay-
ment of any rental or minimum Royalty in licu thereof, duc under their
leases. Rental for lands of the State of New Mexico subject to this
Agreement shall be paid at the rate specified in the respective leases
from the State of New Mexico. Rental or minimum Royalty for lands of
the United States of America subject to this Agreement shall be paid at
the rate specified in the respective leases from the United States of
America, unless such rental or minimum Royalty is waived, suspended or
reduced by law or by approval of the Secretary or his duly authorized
representative.
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SECTION. 19. CONSERVATION. Operations hercunder and production
of Unitized Substances shall be conducted to provide for the most
econontical and efficient recovery of said substances without waste,
as defined by or pursuant to Federal and State laws and regulations,

_SECTION 20. DRAINAGE. The Unit Operator shall take appropriate
and adequate measures to prevent draipnage of Unitized Substances from
unitized land by wells on land not subject to this Agreement.

The Unit Operator, upon approval by the Working Interest Owners,
the Supervisor and the Land Commissioner,is hereby empowered to enter
into a border line agreement or agreements with working interest owners
of =4joining lands not subject to this Agreement with respect to opera-
tion in the border areca for the maximum economic recovery, conservation
purposes and proper protection of the parties and interest affected.

“ SECTION 21. LEASES AND OONTRACTS CONFORMED AND EXTENDED, The
terms, conditions and provisions cf 21l leases, subleases and other
contracts relating to exploration, drilling, development or cperaticn
for oil or gas on lands committed to this Agreement are hereby express-
1y modified and amended to the extent necessary to make the same con-
form to the provisions hereof, but otherwise to remain in full force
and effect, and the parties hereto hereby consent that the Secretary
and the Land Commissioner, respectively, shall and by their approval
hereof, or by the approval hercof by their duly authorized representa-
tives, do hereby establish, alter, change or revoke the drilliig, pro-
ducing, rental, minimum Royalty and Royalty requirements of Federal
and State leases commitied hereto and the regulations in respect thereto
to conform said requirements to the provisions of this Agreement.

Without limiting the generality of the foregoing, all leases, sub- :
leases and contracts are particularly modified in accordance with the
following:

{a) The development and operation of lands subject to this Agree-
ment under the terms hereof shall be deemed full performance of all
obligations for development and operation with respect to each part or
separately owned Tract subject to this Agreement, regardless of whether
there is any development of any particular part or Tract of the Unit
Area, notwithstanding anything to the contrary in any lease, operating
agreement or other contract by and between the parties hereto, or their
respective predecessors in interest, or any of them.

(b) Drilling, producing or improved recovery operations performed
hereunder shall be deemed to be performed upon and for the benefit of
each Tract, and no lcase shall be deemed to expire by reason of failure
to drill or produce wells situated on the land therein embraced.

-16- :
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{¢) Suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the Land Com-
missioner and the Secretary, or their duly authorized representatives,
shall be decémed to constitute such suspension pursﬁant to such direc-~
tion or consent as to each Tract of unitized lands.

(d) Each lease, sublease, or contract relating to the explora-
tion, drilling, development or operation for oil and gas which by its
terms might expire prior to the termination of this Agreement, is
hereby extended beyond any such term so provided therein, so that it
stiall be continued in full force and effect for and during the term
of this Agreement.

(e) Any lease embracing lands of the State of New Mexico which

S~ mn:ln \-\- + # R < P - - - ~we A +h A
= o oothis AﬁrCCanu -shall continuc in 203 CC b\.‘ysnu wnl

term prOV1ded therein as to the lanas commxtted hereto until the term-
ination hereof.

(f) Any lease embracing lands of the State of New Mexico having
only a portion of its land conmmitted hereto shall be segrecgated as to
that portion committed and that not committed, and the terms of such
lease shall apply separately to such segregated portions .commencing as
of the effective date hereof. Provided, however, that notwithstanding
any of the provisions of this Agreement to the contrary, such lease
shall continue in full force and effect beyond the term provided there-
in as to all lands embraced in such lease if o0il or gas is, or has
heretofore been discovered in paying quantities on some part of the
lands embraced in such lease committed to this Agreement or, so long
as a portion of the Unitized Substances produced from the Unit Area is,
under the terms of this Agreement, allocated to the portion of the
lands covered by such lease committed to this Agreement, or, -at any
time during the term hereof, as to any lease that is then valid and
subsisting and upon which the lessee or the Unit Operator is then en-
gaged in bona fide drilling, reworking, or improved recovery opera-
tions on any part of the lands ecembraced in such lease, then the same
as to all lands embraced therein shall remain in full force and effect
so long as such operations are diligently prosecuted, and if they re-
sult in the production of 0il or gas, said lease shall continue in full
force and effect as to all of the lands embraced therein, so iong theére-
after as oil or gas in paying quantities is being produced from any
portion of said lands.

Id

(g) The secgregation of any Federal lease committed to this
Agrcement is governed by the following provision in the fourth para-
graph of Section 17 (j) of the Mineral Leasing Act, as amended by the
Act of September 2, 1960, (74 Stat. 781-784): "Any (Federal) lecase
heretofore or hercafter committed to any such (unit) plan embracing
lands that are in part within and in part outside of the area covered
hy any such plan shall be segregated into separate lecases as to the
lands committed and the iands not committed as of the Effective Date
of unitization; provided, however, that any such lease as to the non-
unitized portion shall continue in force and effect for the term
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thereof but for not less than two years from the date of adéh segregétion
and so long ‘thereafter as oil or gas 13 produced in Paying Quantities.”

Scction 22, COVENANTS RUN WITH LAND. The covenants herein shall
be construed to be covenants running with the land with respect to the
interest of the parties herceto and their successors in interest until
this Agreement termlnates, and any grant, transfer or conveyance of
interest in land or lcases subject hereto shall be and hereby {s con=
didioned upon the assumptien of all privileges and oblipgations hereunder
by the grantee, transferee or other successor in intercst, No assign-
ment or transfer of any Working Interest Subject hereéto shall be bind-
ing upon Unit Operator until the first day of the calendar month after

or certified copy of the rccorded instrument or transfer' and no assigi~
ment or transfer of any Royalty Interest subject hereto shall be’ binding
upon the Working Interest Owner responsible therefor until the first day
of the calendar month after sald Working Interest Owner is furnished

with the original, or acceptable photostatic or certified copy, of the
recorded instrument or transfer, !

~ SECTION 23. EFFECTIVE DATE AND TERM. This Agreement shall become
binding upon each party who executes or ratifles it as of the date of
execution or ratification by such party and shall become effective on
the first day of the calendar month next followlng the approval of this
Agreement by the Supervisor, the Land Cormissioner and the Commission,
ané the filing of this Agreement or notice thereof in the Office of the County
Clerk of the County in which the Unit Area is situated.

If this Agreement does not become effective on or before January 1,
1676 , it shall ipso facto expire on said date (hereinafter called
"expiration date") and theveafter be of no further force or effect, un~
iess prior thereto this Agreement has been executed or ratified by Working
Interest Owners owning a combined Phase 1 Participation of at least
eighty percent (80%), and at least seventy-five percent (75%) of such
Working Interest committed to this Agreement have decided to extend said
°v"‘*atinn date for a period not to exceed six months (hereinafter called

"extended expiration date'). 1If said expiration date is so extended
and this Agreement does not become effective on or before saild extended
expiration date, it shall ipso facto expire on said extended expiration
date and thereafter be of no further force or effect.

Unit Operator shall file for record within thirty (30) days after
the Effective Date of this Agreement, in the office where a counter part
of this Agveecment 18 recoxded, & certiflcate to the effect that this
Agreement has become effective according to its tetrms and stating further
the effective date,

The term of this Agreement shall be for asnd during the time that
Unit{zed Substances are produced from the unitized land and so long there-
after as drilling, reworking or other operations (including secondary recovery
operations) are prosecuted thereon without cessation of more than ninety
(90) consecutive days unlega sooner terminated as herein provided.

~16~ !




This Agreement may be terminated with the approval of the Land
Commissioner and the Supervisor by Working Interest Owners owning
eighty percent (80%) of the Unit Participation then in effect when-
ever such Working Intexest Owners determine that Unit Operations are
no longer profitable, oxr in the interest of conservation. Upon
approval, such termination shall be effective as of the first day of
the month after said Working Interest Owners' determination. Notice
of any such termination shall be filed by Unit Operator in the office
of the County Clerk of Chaves Couinty, New Mexico, within thirty (30)
days of the effective date of termination.

Upon termination of this Agreement, the parties hereto shall be
governed by the terms and provisions of the leases and contracts.
affecting the separate Tracts just as if this Agreement had never been

entered ints.

‘ If not otherwise provided by the leases unitized under this Agree-
‘ment, Royalty OGvmers hereby grant Working Interest Owners a period of
six months after termination of this Agreement in which to salvage, sell,
distribute or otherwise dispose of the personal property and facilities
usé’ in connection with Unit Operations.

SECTION 24. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. All
production and the disposal thereof shall be in conformity with alloca-
tions and quotas made or fixed by any duly authorized person or regula-
tory body under any Federal or State statute. The Director is hereby
vested with authority to alter or modify from time to time, in his
discretion, the rate of prospecting and development and within the limits
made or fixed by the Commission to alter or modify the quantity and rate
of production under this Agreement, such authority being hereby limited
to alteration or modification in the public interest, the purpose there-
of and the public interest to be served thereby to be stated in the
order of alteration or modification; provided, further, that no such
alteration or modification shall be effective as to any land of the
State of New Mexico as to the rate of prospecting and development in
the absence of the specific written approval thereof by the Land Commissioner
and as to any lands of the State of New Mexico or privately-owned lands
subject to this Agreement or o the quantity and rate of production from
such lands in the absence of specific written approval thereof by the
Commission,

Powers in this Section vested in the Director shall only be exercised
after notice to Unit Operator and opportunity for hearing to be held not
less than fifteen (15) days from notice, and thereafter subject to admin-
istrative appeal before becoming final.

SECTION 25. NCNDISCRIMINATION. Unit Operator in connection with
the performance of work under this Agreement relating to leases of the
United States agrees to comply with the clauses set forth in Exhibit "D"
attached hereto and made a part hereof.
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SECTION 2G. APPFARANCES. Unit Operator shall have the right to

appear for or on behalf of any interests affected hereby before the
Land Commissioner, the Department, and the Commission, and to appeal
from any order issucd under the rules and regulations of the Land Com-
missioner, the Department or the Commission, or to apply for relief
from any of said rules and regulations or in any proccedings relative
to operations before the Land Commissioner, the Department or the Com-
mission or any other legally constituted authority; provided, however,
that any other interested party shall also have the right at his or
its own expense to be heard in any such proceeding.

SECTION 27. NOTICES. All notices, demands, objections or state-
ments required hereunder to be given or rendered to the parties hereto

-shall be deemed fully given if made in writing and personally delivered

to the party or parties or sent by postpaid certified or registered

mail addrecced to such narty sor partics at thoir vocnor-f1uo addregscegs

il, addrecssed hoparty partiecs thei ses
SEU Lot aAn yunul:bl.xuu witil the blgndLUleS ‘nereto or ‘l.() t..ut; Tavifica=-"
tion or consent herecof or to such other address as any such party or
parties may have furnished in writing to the party sending the notice,
demand or statement.

SECTION 28. NO WAJVER OF CERTAIN RIGHTS., Nothing in this Agree-
ment contained shall be construed as a waiver by any party hereto of
the right to assert any legal or constitutional right or defense as to
the validity or invalidity of any law of the State wherecin said Unitized
Lands are located, 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; provided, however, each party hereto covenants
that it will not resort to any action to partition the unitized land or
the Unit Equipment.

SECTION 29. EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY.
Each Working Interest Owner has heretofore placed and used on its Tract
or Tracts committed to this Agreement various well and lease equipment
and other property, equipment and facilities. It is also recognized that
additional equipment and facilities may hereafter be placed and used upon
the Unitized Land as now or hereafter constituted. Therefore, for all
purposes of this Agreement any such equipment shall be considered to be
personal property and not fixtures attached to realty. Accordingly, said
well and lease equipment and personal property is hareby severed from
the mineral estates affected by this Avree*ent and it is agreed that any
such equipment and personal property shall be and remain personal pro-
perty of the Working Interest Owners for all purposes.

SECTION 30. UNAVOIDABLE DEIAY, All obligations under this Agrece-
ment requiring the Unit Operator to commence or continue improved re-
covery operations or to operate on or produce'Unitized Substances from
any of the lands covered by this Agreement shall be suspended while, but
only so long as, the Unit Operator, despite the exercise of due care and
diligence, is prevented from complying with such obligations, in whole
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or in part, by strikes, acts of God, Federal, State or municipal law
or agency, unavoidable accident, uncontroilable delays in transporta-
tion, inability to obtain necessary materials in open market, or other
matters beyond the reasonable control of the Unit Operator whether
similar to matters herein enumerated or not,

SECTION 31. LOSS OF TITLE. In the event title to any Tract of
Unitized Land shall fail so as to render the Tract inoperable under
this Agreement and the true owner cannot be induced to join this Agree-—
ment, such Tract shall be automatically regarded as not committed here~
to as of the first day of the calendar month in which the failure of
title is determined and there shall be such readjustment of future costs
and benefits as may be required on account of the loss of such title,
In the event of a disputc -as to title as to any Royalty, Working Interest
or other interest subject thereto, payment or delivery on account there-
of may be withheld without liability or interest until the dispute is
finally settled; provided, that as to State or Federzl land o1 leases,
no.payments-of-funds due the State of New Mexicc or the United States of
America shall be withheld, but such funds shall be deposited as directed
by the Land Commissioner and/or the Supervisor (as the case may be), to
be held as unearned money pending final settlement of the title dispute,
and then applied as earned or returned in accordance with such final

settlement,

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

SECTION 32, NONJOINDER AND SUBSEQUENT JOINDER. Joinder by any
Royalty Owner, at any time, must be accompanied by appropriate joinder
of the corresponding Working Interest Owner in order for the interest
of such Royalty Owner to be regarded as effectively committed. Joinder
to this Agreement by a Working Interest Owner, at any time, nust be
accompanied by appropriate joinder to the Unit Operating Agreement in
order for such interest to be regarded as effectively committed to this
Agreement.

Any oil or gas interest in the Unitized Formations not committed
hereto prior to submission of this Agreement to the Land Commissioner
and the Supervisor for final approval may thereafter be committed
hereto upon compliance with the applicable provisions of thie Section
and of Secticn 14 (Tracts Qualified for Participation) hereof, at any
time up to the effective date hereof on the same basis of participation
as provided in said Section 14, by the owner or owners thereof subscrib-
ing, ratifying, or consenting in writing to this Agreement and, if the
interest is a Working Interest, by the owner of such intexest subscrib-
ing also to the Unit Operating Agreeument,

It is understood and agreed, however, that from and after the
Effective Date herecf the right of subsequent Joinder as provided in
this Section shall be subject to such requirements or approvals and on
such basis as may be agreed upon by Working Interest Owners owning not
less than sixty~five percent (65%) of the Unit Participation then in effect,
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and approved by the Land Commissioner and Supervisor. Such subsequent
Joinder by a proposcd Working Intercst Owner must be cvidenced by his
exceation or ratificeation of this Agrecment and the Unit Operating Apree~
ment and, wheve State or Federal land is involved, such Joinder must be
approved by the ILand Commissioner or Supcrvisor., Such Joinder by a pro-
poscd Royalty Owner must be cvidenced by his execution, ratification or -
consent of this Aurécmcnt and must be consented to in writing by the
Working Interest Cwner responsible for the payment of any benefits that
may accrue hereunder in behalf of such proposed Royalty Owner. Except

as may be otherwise hercin provided, subsequent joinder to this Agreement
shall be effective as of the first day of the month following the Tiling
with the Land Commissioner and the Supervisor» of duly exceuted counter-
parts of any and all documents recessary to cstablish effective commit-
ment of any Tract or interest to this Agreement, unless objcction to such
Jjoinder by the Laud Commissioner or the SuperVisor is duly made sixty
(G60) days after such filing.

SECTION 33. COUNTERPARTS.. This Amroement may be ékééétédfih'éﬁy

number of eountorparis, no one of which needs to be executed by all

parties and may be ratified or consented to by separate instrument in
writing, specifically referring hereto, and shall be binding upon all
those parties who have executed such a counterpart, ratification or con-
sent hereto with the same force and effect as if all parties had signed
the same document, and regardless of whether or not it is executed by
all other parties owning or claiming an interest in the land within the
above described Unit Area.

SECTION 34. JOINDER IN DUAL CAPACITY. Execution as herein provided
by any party as either a Working Interest Owner or a Royalty Owner shall
commit all interests owned or controlled by such party; provided, that
if the party is the owner of a Working Interest, he must also execute
the Unit Operating Agreement. '

SECTION 35. TAXES. Each party hereto shall, for its own account,
render and pay its share of any taxes levied against or measured by the
amount or value of the Unitized Substances produced from the unitized
land; provided, however, that if it is required or if it be determined
that the Unit Operator or the several Working Interest Owners must pay
or advance said taxes for the account of the parties hereto, it is here-
by expressly agrced that the parties so paying oxr advancing said taxes
shall be reimbursed therefor by the parties hereto, including Royalty
Owners, who may be responsible for the taxes on their respective allocat-
ed share of said Unitized Substances. No taxes shall be charged to the
United States or to the State of New Mexico, nor to any lessor who has
a contract with a lessee which requires his lesscee to pay such taxes.

SECTION 36. XNO PARTNERSHIP. The dutics, obligations and liabilities
of the parties hercto are intended to be several and not joint or collec-
tive. This Apgreement is not intended to ercate, and shall not be con-
strucd to create, an association or trust, or to impose a partnership
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duty, obligation or liability with regard to any one or more of the
parties hereto. Each party hereto shall be individually responsible
for its own obligations as herein provided.

SECTION 37. PRODUCTION AS OF THE EFFECTIVE DATE. - Unit Operator
shall make a proper and tiwely gauge of all leases and other tanks
within the Unitized Area in order to ascertain the amount of merchant
able oil above the pipe line connection in such tanks as of the effec~
tive date hereof. All such o0il which has then been produced in accor-
dance with establised allowables shall be and remain the nronertyv of .
the Working Interest Owner entitled thereto, the same as if the unit had not

~boen formed; and thie reSponsible Working Interest Owner shall Dromptly

remove said oil from the Uaitized Land. -Any such oil not so removed
shall be sold by Unit Operator far the account of such Working Interest
Owners, subject to the payment of all Royalty to Royalty Cwners under
the terms hereof. The oil that is-in excess of the prior allowable of
the wells from which it was produced shall be regarded as Unltlzed Sub-
stances produced after Effective Date hereof,

If, as of the Effective Date hereof, any Tract is overproduced with
respect to the allowable of the wells on that Tract and the amount of
over~production has been sold or otherwise disposed of, such over-produc-
tion shall be regarded as a part of the Unitized Substances produced
after the Effective Date herecf and shall be charged to such Tract as
having been delivered to the parties entitled to Unitized Substances
allocated to such Tract.
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"IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed and have set opposite their representative names the date
of execution

BURK ROYALTY CO. ,
Unit Operator and Working Interest Owner

BY:

“Vice-President

800 0il & Gas Building
Wichita Falls, Texas 76301

STATE OF TEXAS X
SS:.
COUNTY OF WICHITA

The foregoing instrument was acknowledged before me this day -

of » 1975, by >
Vice-President for Burk Royalty Co., a Texas corporation, on behalf of said
coxporation.

Notary Public in and for
County, Texas.

My Commission expires:
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Tract

10
11
12
13
14
15
16
17
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19
20
21
22
23
24

DOUBLE L QUEEN uyr
Chaves County, New Me

TRACT LOCATOR KEy
Exhibit A Supplene

Section In Which Located

T
xico

nt

18 T~15-§ R-30-g

13
31
51

31

12

23

12
12
36
12

25

24
24-

T-15-8
T-14=$
T~14-8
T-14-8
T~15-5
T~15-8
T-15-3
T-15-§
T=-15-8
T-15-§
T~14-S
T=15-§
T-15-3
T=15-§
T-14-8
T=15-§
T-14~3
T~15-8
T~14~$
T=14-5
T-15-8
T-15-5

T-15~8

-

R~29-p

R~30-E

'R=30-F

R-30-E

R-30-E

R-30-E
R~30-E
R~30~E
R-30-g
R=29~E
R-29-E
R~-30~E
R~29-E
R-29-E
R=29~E
R~29-E
R-29-g
R~29-Eg
R~-29-E
R-29-E
R-29~E
R~30-E
R~30~E
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Serial No. &

EXHIBIT "B
To Unit Agreement

DOUBLE L QUEEN UNIT
Chaves County, MNew Mexico

January 1, 1975

Basic Ro&alty

‘Uwnersinip &nd

Gvertidiug noyaiiy

working imterest

Tiaci No. of Expiracion Date
No. Description of Land Acres Of Lease Percentage Lessee of Record Owner and Percentage Owner and Percentage
Pederal Land

1 T-15-S, R-30-E, Sec. 160.77 NM-17114 Segre- USA 12.50% L. C. Harris 1/4  Henry R. Wilson 3.04687% McClellan 01l Corporation 12.507%

18; Lot 1,2, E 1/2 gated out of J. Penrod Toles 1/6 William J, Schnedar .0677%2 L. C. Harris 25,007

NW 1/4 (Lisa B LC-069280 Robert L. Graham 1/6 John Schnedar .0677% J. Penrod Toles 16.677

Pederal) 7/1/59% HBP Robert Patterson 1/6 Jeanne S. Kunko .0677% Robert M. Patterson 16.67%

Albert J. Black 1/8 Texaco, Inc. 3.0000% Robert L. Graham 16.667

Jack McClellan 1/8 Albert J. Black 12.502

2 T-15-S, R-29-E, Sec. 40,00 NM-17114 Segre- USA 12.50% L. C. Harris 1/4 Henry R. Wilgon 3.0468% McClellan 0f1 Corporation 12,50%

13; RE/4 NE/4 gated out of J. Penrod Toles 1/6 William J. Schnedar .06777. L. C. Harris 25.00%

LC-069280-B Robert L. Graham 1/6  John Schnedar .06777% J. Penrod Toles 16.677%

7/1/59 HBP Robert Patterson 1/6  Jeanne S. Kunko .0677%.  Robert M. Patterson 16.67%

Albert J. Black 1/8 Texaco, Inc. 3.0000% Robert L. Graham 16.667%

Jack McClellan 1/8 Albert J, Black 12.507%

3 T-14-8, R-30-E, Sec. 80.00 NM-0199070-A USA 12.507% Amerada Hess Amoco 4.00007% McClellan Ofl Corporation 12.50%

31; W/2 SE/4 (Elyse 11/1/71 HBP Corporation Amerada BPO  6.2500% Abby Corporation 25.00%

Federal) AP0 8.50007 J. Penrod Toles 16.67%

Robert L. Graham 16.66%

Albert J. Black 12.50%

4 T-14-s, R-30-E, Sec. 40.00 NM-0199070-A USA, 12,507 Amerada Hess Wolfson 0il Co. Wolfson 0il Co. 100.007
31; SE/4 SE/4 11/1/71 HBP Corporation
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Serial No. & .,

EXHIRTT 'B" .

To Unit Agreement
DOUBLE L QUEEN UNIT
Chaves County, New Mexico

Basic Royalty

January 1, 1975

Overriding Royalty

Working Interest

Tract No. of Expiration Date Owmership and
No. Description of Land Acres Of Lease Percentage Lessee of Record Owvner and Percentage Owner and Percentage
5 T-14-S, R-30-E, Sec. 314.20 NM-0199070-B usa 12,507 Dalport Oil Corp. 1/2 Amoco Oil Corp. 5.00007 Dalpoxt Oil Corp. 50.007
31; W/2 (Amoco-Fed- 11/1/71 HBP Burk Royalty Co. 1/2 Leon M. Lampert 1.2500% Burk Royalty Co. 50.00%
eral Lse.) .
6 T-15-S, R-30-E, Sec. 40,00 NM-0199827-A USA  100.00% Amerada-Hess Corp. Charles P. Kimpel 3.00007 Wolfson 0i1 Co. 100.00%
6; NW/4 SE/4
7 T-15-8, R-30-E, Sec. 80.00 NM-0199827-A USA 12.50% Amerada-Hess Corp. E. G. McNeil .3333% McClellan 011 Corporation 12,50%
6; Ef2 SW/4 (Sue [SVAVAAN HBP R. Walter/Zealand .2500% L. C, Harris 25.007%
Federal) Kaibab Corp. 66667 J. Penrod Toles 16.67%
Charles P. Kimpel .7500% Robert M. Patterson 16.66%
Amerada Hess B0  6.2500% Robert L. Graham 1€.67%
ATO 9.5000% Albert J. Black 12.507
8 T-15-3, R-30-E, 78.92 USA-0306551 USA 12.50% Exxon Corporation R.E.S. Hesse, etux 1.5000% Exxon 100.007%
Lots 1 & 2, Sec. 7; 91172 HBP Hazel M. Resse
(Hesse Federat) C. E. Strange, etux 1.50007%
Sherrie R, Strange
9 T-15-8, R-30-E, Sec. 40.00 NM-0306551 USA 12.,50% Exxon Corporation R.E.S. Hesse 1.5000% McClellan Oil Corporation 12.50%
7; SE/4 W[4 (Macion 9/1/72 HBP Humble BPO 6.2500%7 L. C. Harris 25.007%
Federal) AP0 12,50007% J. Penrod Toles 16.667%
C. E. Strange 1.50007% Robert M. Patterson 16.677%
Robert L. Graham 16.67%
Albert J, Black 12.50%




Serial No. &

EXHIBIT "B"

To Unit Agreement
DOUBLE L QUEEN UNIT

Chaves County, New Hekico

January 1, 1975

Total 14 Pederal Tracts

Federal)

1231.44 acres or 46,127 of Unit Area

. No., of Expiration Date OQuwnership and
No. Degscription of Land Acres Of Lease Percentage Lessee of Record
10 T-15-S, R-30-E, Sec. 78.47 NM-0317354 USA 12.50% Exxon Corporation
6; Lots 6 & 7 (DeSmet 6/1/72 HBP
Federal)
11 T-15-8, R-29-E, S=c. 80.00 NM-0390243 USA - 100.007% Amerada-Hess Corp
12; W/2 NE/4 (Amerada
Federal)
12 T-14-S, R-29-E, Sec. 80.00 NM-0493690 USA 12.50% Armoco Production
23; E/2 SE/4 (Joseph 1/1/74 HBP
W. Falgout)
-13 T-15-5, R-30-E, Sec. 75.08 NM-3287 USA 12,50% L. C. Harxis
7; Lots 3 & 4 (Mary 10/1/77 HBP J. Penrod Toles
Jane Federal) Robert L. Graham
Robert Patterson
Albert J. Black
Jack McClellan
14 T-15-8, R-29-E, Sec. 40.00 NM-3613 Usa 12,50% L. C. Harris
12; SE/4 SE/4 (Barbara 11/2/77 HBP J. Penrod Toles
Robert L. Graham

RKobert Patterson
Albert J. Black
Jack McClellan

Co.

i/4
1/6
1/6
1/6
1/8
1/8

1/4
1/6
1/6
1/6
1/8
1/8

Overriding Royalty
Owner and Percentage

Working Interest
Owner and. Percentage

Thelma F. DeSmet &
Richard P. DeSmet

None

Joseph J. Falgout
Lester E., Kabacoff
Edgar B. Stern, Jr.
Phillip B. Stern

b. 0. Keon, etux

Thomas G. Slanker,

Jr., Etux

Consuelo M. Johnstone
Laron P. Martin

Mrs. Mercedes M. Martin

3.00007%

. 50007
1.5000%
1.5000%
1:50007%

5.0000%

.7500%

.75007%
. 7500%
.7500%

Exxon

Wolfson Ofil Co.

Amoco Production Co,

McClellan 0il Corporation
L. C. Harris

J. Penrod Toles

Robert M. Patterson
Robert L. Graham

Albert J, Black

McClellan 01l Corporation
L. C. Harris =

J. Penrod Toles

Robert M. Patterson
Robert L. Graham

Albert J. Black

100.00%

100.007%

100.007%

12.50%
25.00%
16.677%,
16.677,
16.667%
12.507%

12.50%
25.00%
16.667%
16.67%
16.67%
12.50%
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Tract
No,

No. of
Acres

Description of Land

Serial No. &
Expiration Date
0Of lease

Basfc Royalty
Ownership and

Percentage

15

16

17

18

State Land

T-15-S, R-29-E, Sec.
12; SE/4 NE/4, NE/S
SE/4, C.S. (Sunset-State)

T-14-S, R-29-E; Sec.
25; NE/& SR/4, N4
SE/4 S/2 SE/4, C.8.
{Spurch-State)

Section 36: NE/4 NW/4,
NE/4 N/2 SE/4, SE/4
SE/4, C. S. (Spurck State)

T-15-S8, R-29-E, Sec.
12; NE/4 NE/4 C.S.
(Lols State)

T-14-S, R-29-E, Sec.
25; NW/4, SW/4 RE/4
NW/4 SW/4, SE/G SN/4 .
{State "EX")

80.00

480.00

40,01

280.00

B-10417-10
176743 HBP

B-10418-78
7/6/53 HBP

K-4988-1

5/18/75 HBP

X-5652-2
1/18/76  HBP

State of New
Mexico-12.50%

State of New
Mexico-12.50%

State of New
Mexico-12.50%

State of New Amoco Production
Mexico-12.507% Co.

Humble 01l &
Refining Co.

PAaC

EXHIBLIT "'B"

To Unil agrecment
DOUBLE L QUEEN UNET
Chaves County, New Mexico
January 1, 1975

Overriding Royalty

Legsee of Record Owner and Percentage

Working Interest
Owner & Percentage

Crown Central 1.00007,

Petroleum Corp.

Leon M. Lampert,
Trustee

Dalport Oil Coxp. Vada Spurck 6.2500%

Humble 12,5000%

Ben B, & Mabelle

E. Ginsberg 2.50007%
W.G. Smith, Jr. .6250%
Audrey C. Smith .62507%
€. E. Dorsey 1.2500%

balport 01l Corp.

Burk Royalty Co.

Crown Central Petroleum
Corp. )

Walters Amusements, Inc.

Dalport Oil Corp.
Burk Royalty Co.

McClellan Oil Corporation
J. Penrod Toles

Robert M. Patterson
Robert L. Grahan

Amoco Production Co.

37.50%
37.50%

12.50%
12.50%

37.50%
62.50%

75.00%
8.34%
8.33%
8.33%

100.00%




Tract
No.

i P

20

21

Descriptica of Land

T-15-§, R-29-E, Sec.’
1; SE/& NEf&, E/2 SE/4
Cc. S. (Rob}

T-14-S, R-29-E, Sec.
24; WW/4 SW/4, C. S.
{Sun Stat e)

T-14-8, R-29-E, Sec.
24; SW/& sW/4, C. S.
(Sun State)

No. of
Acres

120.00

40.00

40.00

Serial No. &
Expiration Date
0f Lease

UL Leds e—

K=6647

1-17-77 HBP
K-6772-1
12-1-81 HBP
K-6772-1
12-1-81 HBP

EXHIBIT "B"
To Unit Agreement
POUBLE L QUEEN UNIT

" {naves Sounti; New. Mexico

January 1, 1975

Basic Royalty
ovmership and

Percentage Lessee of Record

State of New R. G. McPheron
Mexico-12.50%

State of New
Mexico-12.5C%

Sun 0il Company

state of New Sun Oil Company
Mexico-12.50%

Overriding Royalty
Owner and Percentage

Robt, L. Sumers 3.1250%
Margaret McPheron 1.5625%
Robt. Lee McPheron L1812%
Collen G. McPheron

Wallace .78127%
t.eon M. Lampert, 1.00007%
Trustee

Sun 0i} Company 15.0000%
Sun 0ii Company 6.2500%

Working Interest

Owner and Percentage

palport 01l Corporation
Burk Royalty Co.

Roark & Hooker
J. C. Monk

McClellan 01l Corporation
Wall Street 01l Corp.
W. W. La Force, Jr.
Tom Schneider

A. N. Norwood

George Eng

Alan Q. Norwood

W. B. Perry, Jr.
Charles H, Juni
Wallace G. Comer
Warren D. Barton

G. W, Green

50.00%
50.00%

87.50%
12.50%

12.50%
12.50%
25.0C%
12.50%
12.50%

6.25%
6.25%

3.1250%

3.1250%

3.1250%

1.5625%

1.5625%
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Tract
No. ,Description of Land

22 T-15-S, R-29-E, Sec.
1, NE/& NE/&4

Total 8 State Tracts -==--

Fee Land

23 T-15-S8, R-30-E, Sec.
6; Lots 1 & 2 si2

NE/4 (Florence B. Lusk)

Serfal No. &

EXHIBIT "B"
T Unit Agreement.
DOUBLE L QUEEN UNIT
Chaves County, New Mexico
January 1, 1975

Basic Royalty

Expiration Date Ownership and

Of Lease

Percentage Lessee of Record

K-4321
8/18/74

160.53 Fee

12/8/72

State of New Covine Grace
Mexico-12.50%

1121.02 acres or 41.95% of Unit Area

Florence B. Pan American
HBP Lusk 3.12500  Petro. Corp.
ponald Winston,
Trustee
.39222
Roy G. Barton,

Jr.
. 78458
Roy G. Barton,
Sr.
. 78458
R. W. Brown
.86795
R. C. Beveridge
.53675
James R. Roop
.39229
Brenda Ann Moran
.92905

‘Overriding Royalty

Working Interest
owner and Percentage

oOwner and Percentage

None Covine Grace

None Amoco Production Co.

1C0.00%

100.00%




Serial No. &
Expiration Date

Description of Land
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EXHIBIT "B"
To Unit Agreement
DOUBLE L QUEEN UNIT
phavpe Cauwnry. New Mexico.

January 1, 1975

Basic Royalty
Ownership and
Percentage Lessee of Recoxd

K. D. McPeters

.39229
A. T. Willlamson

.39229
Howell Spear

29422
Marshall Brothers
L.td.

.39229
Marshall and Winston,
Inc.

.78458
W. Bryce Duggar

.19615
. T. Sanders, Jr.

.19615
Ann W. Marshall

.19615
Investors Royalty
Co., Inc.

1.35305
Cleo Hendricks

Duggar
.19614
Ellie Spear
__.29422
16.50000

Working Intérest

oOverriding Royalty
Qwner and Pércentage

Owner and Percentage .




Tract
No.

Serial No. &
No. of Expiration Date

24

Description of Land Acres Of Lease

L -

CXHIBIT "B"
To_Unit Agreement
DOUBLE L QUEEN UNL{
Chaves County, New Mexico
Janvary 1, 1975

Basic Royalty
Owiership and
Percentage Lessee of Record

Overriding Royalty
Owner _and Percentage

Working Interest

Owner and Per:entage

7-15-8, R-30-E, Sec. 158.11 Fee
6; Lots 3, 4, &5 4/16/75
SE/4 NW/4 (Lusk)

Roy G. Barton Exxon None
. 784585
Roy G. Barton, Jr,
. 784585
R. €. Beveridge
.536754
R. ¥. Erown
867947
Cleo Hendricks
Duggar
.1961
W. Bryce Duggar
196146
Investors Royalty
Company, Inc.
1.353016
Florence B. Lusk
3.125000
K. D. McPeters
.392292
Marshall Brothers,
Ltd,
.392292

Marshall & Winston,
Inc,
. 784585

Exxon 100.007%




24 cont'd,

EXHIBIT "B
To Unit Agreement
DOUBLE L QUEEN UNIT
Chaves County, New Mexico
January 1, 1975

Serial No. & Basic Royalty

Tract No. of Expiration Date Ownership and Overriding Royalty

Owner_and Percentage

Working Interest
Owner and Percentage

No. - Description of Land Acres 0f lease Percentage Lessee of Record

Aan W. Marshall
. 196146
Brenda Ann Moran
. 929046
James R. Roop
.392292
T. T. Sanders, Jr.
.196146
Ellie Spear
.294219
Howell Spear
.294219
A. T. Williamson
1 .392292
Donald Winston,
Tr. under Agreement
with Francisca S.
Wington dated Dec,
31, 1941
392292
12.500000

Total 2 ¥ee Tracts ----- 318.64 acres of 11.93% of Unit Area

RECAP
Federal Tracts 1-14 or 14 Tracts -------~- 1231.44 acres or 46.12 percent of Unit Area
State Tracts 15-22 or 8 Tracts -------~- 1120.02 acres or 41.95 percert of Unit Area

Fee Tracts 23-246 or 2 Tracts ---~----- 318.64 acres or 11.93 percent of Unit Area




EXHIBIT ''C"
To Unit Agreement

DOUBLE L QUEEN UNIT

Chaves County, New Mexico
January 1, 1975

TRACT PARTICIPATION %°

TRACT NO. PHASE I - PHASE II
1 12.6690 6.4884
2 .0221
3 5.6500 . 4,1909
4 : .0468
5 12,5500 . 15,2155
6 - .0293
7 1.1075 ‘ 2.4652
8 1.9930 2,6103
9 ‘ ,0113
10 2.6295 , 3.9260
11 .8525 .3653
N 12 .5370 .7526
e - 13 5,0365 3.6226
14 : \ 1.2240 ; . 8407
15 7.6425 < 6,2666
16 9,3795 16,1292
17 4,1205 C 2.9144
ig o 15,4685 ‘ © 15,9534
19 4,1805 5.1212
20 2.6420 © 1,0481
21 1.3290 1.6549
22 6425 1.2343
23 1.8435 . 4,3769

24 13.5025 14.7140 .
100.0000 ©100,0000
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EXHIBIT "D
R CT S RTAY AP To Unit Agrecement

FXINIIOD INUS A

Double "L'" Queen Unit

PROVISIONS OF SECVION 202 OF Chaves County, New Mexico
EXTCUTIVE ORDFR 11246 January 1, 1974

’

(1) The cmnuactor will not disceiminace againse any cmpioyce or applicant for employment because of
sne, oolog, selipion, sex or nadonal arigin. The conccactor will take affismative actisn to ensure that appiicants are

“employ ed, and thu employees are treated during employment, withoue cepaad o their race, color, religion, sex or na-

donal «zigin, Such aciion shall indude but not be limited to the following: cmployment, upgrading, demotion, ot
_transies; teauinmene of (eceuitment adveeising; layoff ar tezmination; rates of pay of other foems of compensation; and

seloction for lr.umn;; ummnn,, appreatccsiilp. ThE CONTATIOL GRICE 0 POST I COMSPicunus places ivai
20d svplicans for employment, notices to be provided by the contracting officet seuing forth the provisions of this
nondiscrimination clause.

"(2) The contrzcn will, in alf selicitations of adveriisemdae for emplayees placed by 6f on behall of i
{ontracior, shaté that 2l qualified npphc:ms will receive consideration for employment Wl(houl tegard to race, color,

‘ telixion, sex of pational ofigin,

"{3) The contractor will scad to cach labor union or feprescntative of workers with which he nas a collée-
tive bargaining agreenicat of othee contrace or understanding, a notice, (o be prov-dcd by the agency contracang officer,

advising che labor uaion of warkers' cepresentative of the Contractor's commitments uader Section 202 of Excoutive

Otder No. 11246 of Scprembee 24, 1965, and shall post copics of the notice in conspicuous places available to em-
ployees and applicants for employment.

“(4) The contcactor will comply with all provisions of Executive Osder No. 11246 of Sept. 24, 1965, and
of the rules, 1cgutadions, and relevans ordees of the Secretary of L_abor. o

"“(5) The contractos will furnish all information and repores required by Exclutive Order No. 11246 of
Seprember 24, 1965, and by the rules, reguiations, and orders of the Secretary of Labor, or pursuant thereto, and wiii
pesmiic access 0 his bouks, records, and accounts by che contracting agency and the Seceetacy of Labor for purposes cf
investigation (o ascerfain compliance with such rules, regulations, and orders.

“{6) In the cvent of the coatraciar’s noncompiiance with the nondisceimination clauses of this contract of
wita sny of such rules, regulations; oc-orders, this contract may be cancelled, weminated or suspended in whole or in
pare and the contracor may be declared inclipible “for further Goverament contraces in accordance with procedures
authosized in Executive Order No. 11246 of Scor. 24, 1965, and such other sanctions may be impased and remedies
invoked as provided in Exccutive Order No. 11246 of Seprember 24, 1965, or by rule, regulation, or order of the
Seceetary of Labor, or as otherwise provided by Law.

“{7)} The contaccor will include the provisions of Pacagraphs (1) theough (7) ia eveey subcoatrace or pur-
chase ordec unicss exempred by rules, regulations, or orders of the Secretary of Labor issued pursuanc to Scction 204
of Exccutive Ordes No. 11246 of Sepe. 24, 1965, so thac such provisions will be binding upon each subcontractor or
veador. The contractor witl take such action with respece 10 any subcontract o7 purchase order as the contrzcing agency
may dizece as a means of cafoscing such provisions including sanciions for noncompliance: Provides, however, that in
the cvent the contractor becomes involved in, or is threatened with, litigation with a subcontraccor or veador as a result
of such dircction by the contsacting 23¢acy, the contractor may request the Uaited States o eater into such Jitigatioa <0
proiect the iaterests of the United States.”

Contractor shall also abide by the regulations of Executive Order 11598,
Occupational Safety and lealth Act and by Executive Order 11640, Veterans
Hire Itegulation, which orders are inserted herein by reference,

&G employces
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Examiner Hearing - Wednesday -.April 16, 1975 Docket No. 9-75
-2

CASE_5457:

CASE 5219:

Application of Texaco Inc., for downhole commingling, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks approval
for the downhole commingling of East Weir-Blinebry, Monument-Tubb,
and Skaggs-Drinkard production in the wellbore of ite M, B, Weir

"B" Well No. 10, lecated ia Unit P of Section 12, Township 20 South,-
Range 37 East, Lea County, New Mexico.

(Reopened)

CASE_5458:

In the matter of Case 5219 being reopened pursuant to the provisions
of Order No. R-4784, which order established temporary special pool
rules for the South Empire~Wolfcamp Pool, Eddy County, Mew Mexico,
including a provision for 80-acre spacing. All Interested parties
may appear and show cause why said pool should not be develoned on
40-acre spacing. ’ . o :

Application of Continental 0il Co. for two non-standard gas prora-
tion units and three unorthodox locations, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the two
following described non~standard gas proration units in Township
20 South, Range 37 East, Eumont Gas Pool, Lea County, New Mexico:

A 240-acre unit comprising the SW/4 and S/2 NW/4 of Section
15 to be dedicated to applicant's Britt "B" Well No. 3 at
an unorthodox location in Unit L of said Section 13; and

A 280-acre unit comprising the SW/4 NW/4 and SW/4 of Section
10 and the N/2 NW/4 of Section 15 to be dedicated to appli-
cant's Britt "B" Wells Nos. 15 and 25 located, respectively,
at unorthodox locations in Units M of Section 10 and C of
Section 15,



-

Docket No, 9-75

Dockets Nos. 10-75 and 11-75 are tentatively set for heafing_pn April 30, and
May 14, 1975. Applications for hearing must be filed at least 22 days in
advance of hearing date,

"DOCKET: EXAMINER HEARING - WEDNESDAY - APRIL 16, 1975

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

The following cases will be heard before Daniel S. Nutter, Examlner, or Richard
L. Stamets, Alternate Examiner:

ALLOWABLE: (1) Consideration of the allowable production of gas from seven-
teen prorated pools in Lea, Eddy, Roosevelt ané Chaves
Counties, llew Mexico, for May, 1975;

(2) Consideration of the allowable production of gas from five
prorated pools in-San Juan, Rio Arriba, and Sandoval
Counties, New Mexico, for May, 1975.

CASE 5415: (Continued from the March 19, 1975,.Examiner Hearing)

Application of Burk Royalty Co., for a unit agreement, Chaves
County, New Mexico. Applicant, in the above-styled cause, seeks
approval for the Double L Queen Unit Area, comprising 2670 acres,
/// more or less, of Federal, State, and fee lands in Townships 14
s

- and 15 South, Ranges 29 and 30 East, Chaves County, New Mexico.

CASE 5454: Application of Burk Royalty Co., for a waterflood project, Chaves

County, New Mexico. Applicant, in the above-styled cause, seeks
authority to institute a waterflood prcject in the Double L-Queen
Pool, Chaves County, New Mexico, by the injection of water into
the Queen formation through 17 wells located in Sections 23, 24,

. 25, and 36, Township 14 South, Range 29 East; Section 31, Township

\\ 14 :South, Range 30 East; Sections 1 and 12, Township 15 South,
k Range 29 East, and Sections 6, 7, and 18, Township 15 South, Range
30 East.

CASE S5455: Application of Roger C. Hanks for tne amendment of Order No, R-4158,

as ‘amended, Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks the amendment of Order No. R-4158, which, as amended,
authorizes the disposal of produced salt water into the Devonian
formation through 2 7/8-inch tubing set in a packer at approximately
10,000 feet via the perforated interval from 10,220 feet to 10,504
feet in his Monsanto Foster Well No. 1, located in Unit D of Section
5, Township 20 South, Range 25 East, Dagger Draw Area, Eddy County,
New Mexico. Applicant proposes the amendment of said order to per-
mit setting the packer at 6271 feet or in the alternative, to block
squeeze said well from 4000 feet to 6500 feet and set said packer

at approximately 4000 feet,

CASE 5456: Application of Southern Union Production Co. for a dual completionm,
Eddy County, New Mexico. Applicant, in the above-styled cause, seeks

approval for the dual completion (conventional} of its Shelby Federal
"-]cll No., l, Tanoatnd In Inir H Af QSantinn 11 'T‘r\vvnehﬁn 29 Qr\ufh Donge

B - O - R D L S S =L L ey EAPA L8 A R

2& Fagt, Eddy County, New Mexico, in such a manner ag to prnduf-n

LOUF LULRLyy W LA ads ol il ds Lo e

undesignated Strawn and Atoka gas through the casing-tubing annulus
and tubing, respectively,
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LAW OFFICES OF

JENNINGS, CHRISTY & COPPLE

JAMES T.JENNINGS 1012 SECURITY NATIONAL BANK BUILDING o n TELEFHQNE $22-8432
SIM B.CHRISTY I¥ _ P.O.BOX 1180 o . "AREACODE 505
ROGER L.COPPLE ROSWELL, NEW MEXICO 86201 ©d
BRIAN W.COPPLE t
< - i
ROBERT G. ARMSTRONU March 18, 1975 li
- p - ’,:
l{ N ‘_ Ji

PEFAE
e LN

New Mexico 0il Conservation Commission
p, O. Box 2088
ganta Fe, New MeXico 87501

Re: Double L Queen Unit
Gentlemen:

we enclose herewith in triplicate Application of Burk
Royalty Co. for institution of a pilot waterflood project in the
Double L Queen Unit, Chaves County, New Mexico.

Tt would be appreciated if the Application may be set
as a companion case for pending case 5415, which is Applicant's
request for approval of Unit Agreement.

Respectfully,

JENNINGS, CHRISTY & COPPLE -

N ; 153 /4! 77
BY (O pwrr P//%
SBC:pV S. B. Christy IV v

Encl.
cc: Burk Royalty Co.

POCKEY MAILED

Date o
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BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION

i

e

IN THE MATTER OF THE APPLICATION

OF BURK ROYALTY CO. FOR APPROVAL

OF INSTALLATION OF SECONDARY

RECOVERY OPERATIONS.IN THE DOUBLE L
QUEEN UNIT, CHAVES COUNTY, NEW MEXICO.

case No. SY5Y

et Nt St N Nl N

APPLICATION

COMES NOW Burk Royality Co., proposed Operator of the bouble L
Queen Unit,- Chaves County, New Mexico, . and pursuant to Rule 701 hereby
makes applicétion for approval of the institution of a secondary
recovery waterflood project, and states:

1. There is presently pending before this Commission in
Case No. 5415 an Application by Burk Royalty Co. (Applicant) for approval
of the Double L Queen Unit Agreement, which Application is incorporated
herein by reference.

2. Applicant proposes to_institute a pilot waterflood project
in the Doub}e L Queén Unit Area and in connection therewith attaches
the following:

A. A plat showing the location of the proposed injection
wells and the location of all other wells within a radius of two miles
from said proposed injection wells and the formation from which said
wells are producing or have produced, being the Queen formation. The
plat also indicates the lessees, if any there be, within said two-mile
radius.

B. A log of all proposed injection wells to the extent
available.

C. A diametric sketch of the proposed injection wells showing
all casing strings, including diameters and setting deptﬁs, quantities

used and tops of cement, perforated or open hole intervals, tubing




strings, including diameters and setting depths, and type and location
of packers, if any. - This includes 16 diagramatic‘sketches while there
are 17 wells indicated on the attached plat; the remaining well being
the Spurck #5 was a dry hole and is not now completed.

3. The depth of ‘the producing zone varies to some extent

butrisrapproximately 1,900 feet subsurface which zone is in the Queen

formation. The fluid to be injected is fresh water. initiai voluiies

of water are approximately 350 barrels per well per day which, for the

- present 16 wells, will be approximately 5,600 barrels per day. At such

time as an increase in produced water is experienced, the water will

be returned to the rescrveoir and a lesser amount of new water willi e

injected.

4, 1In the opinion of Applicant the proposed pilot waterflood
project, and any extensions thereof, approved by the Commission, will
be in the interest of conservation and the prevention of waste and

will not violate the correlative rights of any interested party.

WHEREFORE, Applicant respectfully requests, after notice and
hearing, approval of this Application.

BURK ROYALTY CO.

By _,’./,(/&f }/79//

S.”B. Christy IV, as, g member

of the firm of Jennifhgs, Christy
& Copple, P, 0. Box 1180,
Roswell, New Mexico 88201

cc: McClellan 0il Corporation Attorneys for Applicant
cc: 4L, C, Harris

cc: J. Penrod Toles

cc: Robert M. Patterson

cc: Robert L. Graham

cc: Albert J. Black

cc: Wolfson 0il Company

cc: Exxon Corporation

cc: Amoco Production Company
cc: Dalport 0il Corporation
cc: BWIk Royalty Co.
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AW
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cc:

cc:

Crown Central Petroleun Corporation
Walters Amusements, Inc,

Roark g Hooker

J. C. Monk ,

Wall Street Corporatig;

o

R LaForce, Jr,

Tom Schneider
A, N. Norwood
George Eng

Alan Q, Norwood
W. B, Perry, gr.

Wallace G. Comer
Waryen D. Barton
G. W. Green
Corinne Grace

U.S.6.s, (Roswell, N.M,)

Commiss1oner Oof Public Lands of New Mexico
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BEFORE THE O7iL CONSERVATILON COMMISSION
OF THE STATE OF NEW MEX. CO

iN THE MATTEK OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSYDERING:

APPLICATION OF _ BURK ROYALTY CO. e e

FOR A WATERFLOOD PROJECT, CHAVES  COUNTY,
NEW MEXICO. '

CASE No. 5454

Order No. R- éb _z_

D

ORDER_OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on _April 16 , 195,
~at Santa Fo, Mew Mevico. hefore Examiner Daniel S. Nutter
Mev \ _
NOW, on this__ . day of _pedWy ., 195 ., 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 cof this cause and the subject ;
matter therecf. '

(2) That the applicant, Burk Royalty Co. . 7

seeks authority tc institute a waterfloed project in the _ “*é%;

Double L Queen  Unit Area, Pouble L Qqeen _ Pool,
by the injection of water into the ______Queen formation
through 17 injection wells in Sections 23, 24, 25, and 3§,

Township_ __ 14 XY¥BEEK, South, Range 29 HEHEE, East,

= o i e e e S s

Section 31, Township 14 South, Range 30 East,; Sections 1 and 12,

Townsh 15 South6 Range 29 East[!l and Sections 6,
a

7,
15 Sop nge Eaf NMPyﬂ Chaves goungg New ¥ X

and 18, Township
1CO
the we e "project are in an adv

g vgs County,-

in
state of deplet.on and skould properiy be ciassif.ed as "stripper™
wells.

‘4% Thrat the proposed waterfiood project srculd result in
the reccvery of otherwise unrecoverable oil, trereby preventing

waste.
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)  That the operator should t

ake all steps nece

ensure that the injected water enters only the proposed injec-

tion interval ang is not permitted t
or onto the surface from injecti i
and abandoned wells, ) °fts production, or plugged

«g) That the subject application should be approved and
the project should be governed by the provisions of Rules 701,

702, and 703 of the Commission Rules and Regulations.

IT IS THEREFORE ORDERED:

(1) That the applicant, _Burk Royalty Co.

is hereby authorized to institute a waterflood project in the

Double L Queen Unit Area, Bouble

L Queen . Pool,

by the injection of watér into the Queen formation

in Chaves County, New Mexico:

through the following-described wells /
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