





BEFORE THE
s OIL CONSERVATION COMMISSION
- STATE OF NEW MEXICO

CASE 592:

In the matter of the application of Ashmun

and Hilliard for approval of a proposed unit agree-
ment for the development and operation of the
Brazos Unit Area embracing 1280.00 acres of
land, more or less, in Lea County, New Mexico,
as described:

NEW MEXICO PRINCIPAL MERIDIAN

Twp. 14 South, Rge. 32 East
Section 5: All;
Section 6: NE/4

Twp. 13 South, Rge. 32 East
Section 32: SW/4, W/2 SE/4;
~ Section 31: SE/4, S/2 NE/4

REGISTER
Oliver Seth, Wilson Oil Company
Parker Wilson, Wilson QOil Company
H. T. Hilliard, Ashum and Hilliard
Jack M. Campbell, Roswell, N .M, for Ashmun and Hilliard
Raymond Lamb, Wilson Oil Company
Y. B. Newsom, Guif Oil Corporation

L. J. Swink, The Superior Oil Company

B. W. Burkhead, Attorney, The Superior Oil Company

For the Commission: Governor E. L.. Mechem
Commissioner E. S. Walker
W. B. Macey
Geoxrge A. Graham




MR, MACEY: The meeting will come to order, please.

(Netice of Publication read by Mr. Graham)

MR, CAMPBELL: Jack M. Campbell, Roswell, New Mexico, appearing
for Ashmun and Hilliard. This is an application for the approval of a Unit
Agreement embracing approximately 1280,00 acres of land in Lea County,

New Mexico in Townships 13 and 14 South, Range 32 East. All of the acreage
is State acreage and the working interest owners are here present, or owners
who have agreed to commit the acreage.

{Witnesses Sworn)

H. T. HILLIARD
Direct Examination

BY: JACK M, CAMPBELL

Q. Will you state your name?

A, H. T. Hilliard

Q. Where do you reside ?

A, Midland, Texas

Q. Are you one of the partners in Ashmun and Hilliard?

A, Iam

Q. Are you acquainted with the application which has been filed and the

unit agreement which is being executed?

A. Iam

Q. I hand you what has been marked Exhibit No. 1, and ask you if that
is a copy of the Unit Agreement?

A. Yes, sir, it is,
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Q. Mr. Hilliard, has this Unit Agreement, as yet, been executed

by all of the working interest owners?

A. No, sir.

Q. Have all of the working interest owners agreed to commit their
acreage?

A, Yes, sir, they have all committed their acreage but we have not

had time to get everybody's signature on the agreement.
{ Exhibit No. 1 marked for identification)
‘MR, CAMPBELL: That is all Mr. Hilliard unless the Commission has
a question, If the Commission please, the Superior Oil Company has repre-
sertatives here present who will make a statement in connection with their
execution of the proposed Unit Agreement. Gulf has agreed to execute the pro-
posed Unit Agreement in the form in which it is submitted, Wilson Qil Company
is also represented here. They are assigning their acreage to Ashmun and
Hilliard. A copy of the Unit will be submitted to the Commission for filing
in this connection as soon as it is fully executed by the parties.
Y., B, NEWSCM
Pirect Examination

BY: JACK M, CAMPBELL

Q.- Will you state your name?
A. Y. B. Newsom
Q. By whom are you employed?
A. Gulf Oil Corporation.
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Q. In what capacity ? !
A, Zone Geologist in the State of New Mexico 1
Q. Have you testified before the Commission before this? ‘
A, No, sir, I have not. ‘
Q. Wiil you briefly state your educational background ?

A, I graduated from Texas Technological College in Lubbock in

1943 and after World War II, in October 1945, I was employed by Gulf as
Geologist and for the last five years have been employed as Zone Geologist,
the last two years in New Mexico.
MR, CAMPBELL: Are the witness's qualifications satisfactory to
the Commission?
MR, MACEY: They are.
(Examination continued)
Q. Mr. Newsom, are you acquainted with the area covered in the proposed . |
Brazos Unit in Lea County, New Mexico ?
A. That is correct.
Q Have you, in your capacity as zone geologist, had occasion to
~ examine the pictures of seismographic work done in the area?
A, I have.
Q. I hand you what has been marked as Exhibit No. 2 and ask you
to identify the same to the Commaission, please?

A, That is a plat prepared under my supervision showing the Unit

Area and also a reflected horizon that essentially covers all of the Unit.




Q. Did you prepare this?

A. No, sir, Idid not.

Q. Was it prepared under your supervision?

A, That is correct.

Q. Bzsed upon your study and based upon this Exhibit, is it your

opinion that the proposed Unit Area covers all or part of the common source of
gas or oil supply?

A That is correct.

MR, CAMPBELL: I would like to offer Exhibits Nos. 1 and 2 in
evidence in this Case.

MR, MACEY: If there any objection to the introduction of Exhibits Nos.
l1and 22 If not, they will be admitted in evidence. Are there any other
questions of the witness ?

GOVERNOR MECHEM: Is there a producing well in the area?

MR, NEWSOM: No, sir, there is not.

MR, SETH: . Mr. Newsomn:, are you familiar with the development program
under the proposed unit agreement and if so, what is it?

MR, NEWSOM: No, sir, 1 am not.

MR, SETH: Who is familiar with that?

MR. GRAHAM: As set out in the instrument?

MR. MACEY: Perhaps Mr. Hilliard can answer that.

MR, GRAHAM: Have you people cleared your project with the State L.and
Office?-

MR, CAMPBELL: I might say that the proposed unit agreement has been
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discussed with the Commissioner of Public Lands, It is on a form similar to

that used in the Dry Laake and Southeast Caprock Unit Agreements except that

j it contains a provision which segregates the state acreage within the unit from

the acreage in the same lease outside of the unit. The provisions contained

in the general form of Unit Agreement and the clause contained in the Dry lLake

and Southeast Caprock which segregates is deleted from the proposed unit.

In every other respect it is in the form heretofore approved by the Commissioner

of Public Lands.

MR. MACEY: Any other questions?

posed Unit Agreement.

now for the following reasons:

for that is the Pennsylvania production in that area.

MR, SETH: You think five or 6 months ?

we will have a better history on how they are going to behave.
to go in there and bmnild it up just as fast as possible.

-5.

. MR. SETH: I would like to ask Mr. Hilliard another question. What is

the development program, Mr. Hilliard, beyond that which is stated in the pro-

MR. HILLIARD: There is no formal development program contemplated

The primary reason is that we don't have any idea as to what we are going
to get but the unit will be developed as soon as it is economically feasible. Perhaps -
what we have in mind - that is if we get a Pennsylvania well, I think we waﬁt to
look at it. We want to check it for five or six months or perhaps longer, If

it is not a good well rather than go in and start drilling right away. The reason

MR, HILLIARD: I think that the bottom hole pressure will tell us. That way

The idea would be




MR. SETH: What would you say would be as fast as possible?

MR, HILLIARD: On the Siluro-Devonian will afford a rig working in all the
time. There would be no reason not to until such time.

MR. GRAHAM: You have committed yourself to drill at least one well?

MR, HILLIARD: Yes, sir, we are committed to drill one well. With
reference to a development program, the members of the Unit, the Gulf and
Superior, Ashmun and Hilliard will have to figure out a development program
but it will be based on that general idea.

MR. SETH: You will be agreeable to submitted a program after production
is had?

MR. HILLIARD: After production is had and started.

MR. SETH: Do you plan to have anything unusual on your operating agree-
ment ?

MR. HILLIARD: No, nothing unusual is contemplated at all. I think it
will follow very nearly the Southeast Caprock Unit.

MR. SETH: You don't anticipate anything unusual in this connection?

MR. HILLIARD: Idon't, I would like to leave that to the other members
of the Uh.it.

MR. SETH: I might ask the Gulf Whether they contemplate anything unusual
in this connection?

MR. NEWéOM: No, sir.

MR. SETH: Are you familiar with the Caprock?

MR. NEWSOM: [ am not thoroughly familiar.
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MR, SETH: The initial well location, Mr. Hilliard, where is

that?

MR, HILLIARD: It would be in Section 5 in Township 14 South, Range
32 East, 1980 feet from the north line and 1980 feet from the west line -
approximately.

MR, SETH: In the Unit Agreement contemplated, there is to be one
participating area, is that correct?

MR, HILLIARD: Yes, sir.

MR, CAMPBELLL: Mr. Hilliard, when do you intend to start your first
initial well?

MR, HILILIARD: It is contemplated within the next twenty days, assuming
that the approval of the unit is achieved as of today.

MR. LAMB: How many days?

MR. HILLIARD: Approximately 20 days as soon as we get our operating
agreement signed up.

MR. SETH: On the expansion of the Unit Area, I am not sure I understand
the provision of the Unit on expansion. Does that mean you contemplate an
expansion originally initiated by the Commissioner can be vrtoed by a 25% of
the ownership of the Unit perhaps Mr. Campbell can answer that?

MR, CAMPBELL: I believe that is what it contemplates.

MR. MACEY: Any other wuestions of t-ile witness ?

MR, CAMPBELL: I have nothing further unless these other peorie from
Supérior 0Oil Company want to make a statement. I have been advised by Guif that
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that they are agreeable to signing the Unit Agreement in its present form
MR, MACEY: Are there any other comments?
Mr. BURKHEAD: Iam B. W. Burkhead, and I am attorney for the

Superior Qil Company. We have examined the Unit Agreement and have

agreed to commit our acreage to it,

MR, MACEY: Any other statements or comments? If not, we will

take the case under advisement and the meeting is adjourned.

STATE OF NEW MEXICO )
ss.
COUNTY OF SANTA FE )

I, VIRGINIA M. CHAVEZ, uereby certify that the above and foregoing
transcript of proceedings in Case 592 taken before the Oil Conservation
Commission on October 2, 1953, at Sauta Fe, New Mexico, is a true record

to the best of my knowledge, skill and ability.

Dated at Santa Fe, New Mexico, this 2nd day of October, 1953,

WNotary Public v

My Commission Expires:

August 8, 1956
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ORuERr OF iiiw COLsISSI0L:

BY THE COLIISSION s

This matter came on for hearing at Santa i'e, lew iexico,
at 9:00 o'clock a.m., October 2. 1953, before the Uil Conservation
Commission of New ilexico, hereinaiter referred to as the #Commission',

1iOW, on this ngg‘gg_; day of October, 19353, the Coumis-
sion, having before it for consideration the testiumony adduced at
the hearing of said case an' being Jully advised ia the proaises,

FINDSs

—————

(1) That due public notice having beea given as required
by law, the Commission has jurisdiction of this cause an? the subject
matter thereof.

(2) That the proposed unit plan will in principle tend
to promote the conservation of oil and gas and the prevention of
vaste.

IT IS THEREFORE ORDEREU:

That the order herein shall be known as the:

BRAZOS UNIT AGREELNENT ORUER

SECTIQN 1: (a) That the project herein shall be known as
the Brazos Unit Agreement and shall hereafter be referred to as the
UProjechW :

(o) Ti.:t the plan by which the Project shall be
operatesd shall be embraced in the form of a unit agreement for the
developuent and operation of the Brazos Unit Area referred to in
the Petitioner's petition and filed with said petition, and such plan
shall be xnown as the srazos Unit Agreement Plan.

SiLuil0. 23 ‘‘hat the Brazos Unit Agreement shall be, and
nereby is appicvel in principle as a proper conservabtion nmeasure;
provided, howcver, that notwithstanding any ¢f the provisions con-
tainel in said unit agreenent, this approval of said agreement shall




not be consitierel as waiving or reliaquishing in any nanner any
vights, Aug leo, or oollgatlons which are now or uay hercaiter ve

vested in the iew lexico Uil conservation voimiission vy law relabive
to the supervision and control of operations for exploration an'

development ol any laals comaitved to said drazos Unit Agrecuent

or relative to the proiuction of 0il cr gas therelroi.

oo IO 3¢ {a) That the Unit Area shall bes

LW 1354100 PRINCIPAL 1 ERIUTIAL

fownship 14 South, :lange 32 bast
sSection 53 AIl
Section G liE

Township 13 South, fange 32 kast
dectlon 323 SUE, Jéumy

Section 31: Sig, S55.ii

sontaining 1280 acres, rore or less, all of which are
state lands.

(b} The Unit Area umay be enlarged or con-
tracted as provided in said Plan.

SECTION L: That the Unit Operator shall file with the
Commission an executed origzinal or executed councerpart thereoi of
the Brazos Unit Agreement not later than 30 days after the effective
date thereofl.

ST IO “hat any party owning rights in the unitized
substances who does Aot commit such rights to sai?d Unit Agreement
vefore the effective date therecf may thereafter becoue a party
fhereto by suvscribing to such agreement or counterpart thereof.

“he unit opeiator shall file with the Jommission within 30 days an
original or any such counterpart.

3uCTa0i 6 That this order shall become eflective upon
approval of the lommissioner of Public Lands of the State of ilgzw Liexicoe
and shall terminate ipso facto on the termination of said unit agree-
ment. The last unit operator shall iuwediately aotiily the Coummission,
and the Commissioner ei Public Lands, in writing of such termination.

ZOIE at Santa e, ilew liexico, on the day and year hereinabove
designated.

ST T A Aot -
L)AAJ.LJ O, VN lu‘x UO

OIL COISEAVATION CCLiISS5I0N

PARRSES Stk s TAPOLPT S " 3 A
BOVII L, XCHEL, Chairman

R. 2. SPUAUIER, Secretary
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no. be consitere?! as waiving or relinquishing in any manier any
rights, ut.ios, or obligations which are now or may hereafter be
vested in tha lew lexice €Ll Conservation xuamaaim by law relative
to the supervision an? control of operations fcr expioration ant
Aevelopment of any lands committe? to said . rasos Unit igreesent

or relative to the proluction of o0il or 7as therefroi.

3521I0N 3t (a) That the Unii Area shall bHes

‘e I3 »
Jection 31: 5.

wontalning 1280 acres, more or less, all of which are
atate lanis,

{b) The Uait irea mayr be enlarye? or con-
tracte! as provide? in sai? Pla:n.

; * That the Unit (porator shall file with the
comaiasion an sxecuted ori;inal or execute? counterpart t.hemo‘ of
ths 3rasos Unit Agreement. not later than 30 days after the effective
date thereof.

%}g_‘i_iz That any party owniag rights in the unitizer
substances oes8 not coommit such rishis to sai?t Unit Agreement

bYefore the effective date therec: say thercafter become a parsty
thereto by subacribing to such agrsenent or counterpart thaceof.
The unit operator mﬁ file with the Jommisasion wizhin 30 days an
original or any such counterpart,

;%g.’g__@z That this order shall Lecome effective upon
roval of ¢ commi agioner of Public lanis of the sState of Hew [axico

shall teruinate ipso Lacio on the terwmination of sai? unit agree-
aente The last unit operator shall immediately notify the Commission,

i - 3in g, (54 .
and the Cormissioner of Public lanis, in writing of such terminatioa
QHLE at Santa e, New lexico, on the day an’® year hereinabove
designatel.
STALL OO Lo I
GIL SOUE3ERJATION SOl Tositl
SeVIN Le Tl Jhairman

e He 3PULILE, Jecrecary




SEECIAL

NOTICE OF PUBLICATION
STATE OF NEW MEXICO S .
OIL CONSERVATION COMMISSION ,
SANTA FE = NEW MEXICO ;

The State of N co by its Oil Conservation Commission hereby gives notice
pursuant tolzmsgé e rules and regulations of said Commission promulgated thereunder
of the following special public hearing to be held at 9 o'clock a.m. on October

2, 1953, at Mabry Hall, State Capitol, in the City of Santa Fe, New Mexico.

STATE OF NEW MEXICO TO:

A1), named parties and persons
having any right, title, interest
or claim in the following case,
and notice to the public.

CASE 592:

In the matter of the application of Ashmun and Hilliard for appreval of a
proposed unit agreement for the development and operation of the Brazos Unit
Area embracing 1280.00 acres of lard, more or less, in Lea County, New Mexico,
as described:

NEW MEXYCO PRINCTPAL MERIDIAN

Twp;_14 South, Bpe. 32 East
Szciion 5: ANl
Section 6: NE/L

Twp. 13 South, Rge. 32 Fast
Section 32: SW/4, /2 SE/L
Section 31: SE/4, S/2 IE/L

GIVEN under the seal of the New Mexico 0il Conservation Commission at
Santa Fe, New lMexico, this 16th day of September, 1953.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSICN

Re R. Spurrier, Secretary-Director

SEAL

N. M. OIL & GAS ENGR. COMMITTEE
September 21, 1953
Hobbs, New llexico



NE. X100 U1L CONCERVATION COIMILG - . ‘
SALTA FE, NLi' 1EXICO A

APPLTICATION FOR APPROVAL OF BRAZCS UNIT ACREET?NT‘ _

LEA COUNTY, NE. MEXICO i SEp o Y ige, y

New iexico 0il Conservation Commiscsion bi‘; 953
Santa Fe, ilcw lexico o

Comus the undersigned, ASHNUM and HILLIARD, a »artnership with offices at
Midland, Texes and files herewith an application for s hearing for a wrojoced Un't
and thc develoment and operation of the Erazos Unit in lea County, low lexico nid
hercbyr makes application for the approval of said Unit by the New Joexico 01l Conser-—
vation Cormiscion as provideG by law, and in support thecreof shouws:

1. That the proroscd unit area covered by said agreement cmbraces 1280.C0
acres, more or less, cescribed as fellows:

BET JEATCO FRINCIFAL JERIDIAT

Te 23 S., ite 378
Sec. 32: S./h, /2 SE/L

~ raV ' "
Sec. 31: SBE/L, S/2 1B/4

The above described lands are lands of the State of ilew lexico.

2. nrplicant belicves, upon geolozical information tlat the propossd unit area
covers substantizlly all of the geologicel feature invelved znd, in the event of tne
discovery of oil or gas *here~n, that saicd unit agreerent will aflord effective
control of the cntire structurs.

3. That ASFTUN and UILLIARD is designated as Unit Operator and as such will
have authority to carry on sll1 operstions nccessary for the development and oreration
of the unit area for oil and gas subject to all apnlicavle laws and regulations.
That, if spproved, said uni% shall provide for the comnencerent of a test well for
cil and gas upon some part of the lands emovraced in the unit areaz, within g0 days
from the cffective date thereol, szid well to test the Pennsylvenian formation at
approximetely 10,600 feet and, if in the opinions of unit operators and members, it
is deemed adviseble, ssid well will be czrried down to test the Devonian formation
at approximately 12,60C feet.

L. The Unit shall be in substantially the same form as Unit igreements hereto-
fore aprroved by the Cemmissioner of Puplic lands of the ltate of izw Jexico and Ly
the ilew llexico 0il Concservation Commission. It is pelicved thet n the event oil or
gas in paying quantities is ciscovered on the lands witnhin the unit area that the
field or arzz cen be cdevelored more econcmicaliy and efficlently under the terms of
said agrecment o the end that the raximum recovery mey be obtained and that the
egreement will Le in the interest of the conssrvation of oil and gas and the preven-
tion of waste as contemplatec by the lew lexico 0il Conservation statutes.

5. That uron an crder teing entered by the lew Mavico 0il Conservation Cormis—
sion approving caié Unit jgreement and after approval thereof by the Commissioner of
fublic Lands of the Ztate of Mew :lexico and the Director of the Urited States Geolog-
ical Survey, an execuied and apnroved comy thereof will be filed with the hew Mexico
0il Conservation Cormicsion. ]



NEW MEXICO OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO
APPLICATION FOR APPROVAL OF BRAZOS UNIT AGREEMENT
LEA COUNTY, NEW MEXICO
New Mexico Oil Conservation Commission
Santa Fe, New Mexico
Comes the undersigned, ASHMUN and HILLIARD, a partnership
with offices at Midland, Texas and files herewith an application for a
hearing for a proposed Unit and the development and operation of the Brazos
Unit in Lea County, New Mexico and hereby makes application for the
approval of said Unit by the New Mexico Oil Conservation Commission as
provided by law, and in support thereof shows:
1, That the proposed unit area covered by said agreement embracet:;;
1280.00 acres, more or less, described as follows:

NEW MEXICO PRINCIPAL MERIDIAN

T. 14 S., R. 32E
Sec. 5: All
Sec. 6: NE/4

T. 13 S., R. 32E
Sec. 32: SW/4, W/2SE/4
Sec. 31: SE/4, S/2 NE/4

The above described lands are lands of the State of New Mexico.

2. Applicant believes, upon geological information, that the pro-
posed unit area covers substantially all of the geological feature involved
and, in the event f the discovéry of oil or gas thereon, that said unit
agreement will afford effective control of the entire structure.

3. That ASHMUN and HILLIARD is designated as Unit Operator
and as such will have authority to carry on all operations necessary for the
development and operation of the unit area for oil and gas subject to all
applicable laws and regulations. That, if approved, said unit shall provide
for the commencement of a test well for oil and gas upon some part of the

lands embraced in the unit area, within 90 days from the effective date




thereof, said well to test the Pennsylvanian formation at approximately
10,600 feet and, if in the opinion of unit operators and members, it is
deemed advisable, said well will be carried down to test the Devonian
formation at approximately 12, 600 feet,

4. The Unit shall be in substantially the same form as Unit Agree-
ments heretofore approved by the Commissioner of Public L.ands of the |
State of New Mexico and by the New Mexdco Oil Conservation Commission,
It is believed that in the event oil or gas in paying quantities is discovered
on the lands within the unit area that the field or area can be developed
more economically and efficiently under the terms of said agreement to
the end that the maximum recovery may be obtained and that the agreement
will be in the interest of the conservation of oil and gas and the prevention
of waste as contemplated by the New Mexico Oil Conservation statutes,

5. That upon an order being entered by the New Mexico Qil Con-
servation Commission approving said Unit Agreement and after approval
thereof by the Commissioner of Public Lands of the State of New Mexico
and the Director oif the United States Geological Survey, an executed and
approved copy thereof will be filed with the New Mexico Qil Conservation
Commission,

WHEREFORE, the undersigned applicant respectfully requests
that a public hearing be held on the matter of the approval of said Unit
Agreement as provided b the statutes of the State of New Mexico and the
regulatic;ns of the New Mexico Oil.Conservation Commission, and that upon
said hearing said Unit Agreement be approved by the New Mexico Conser- -
vation Commission,

Dated this the 15th day of Septemter, 1953,

Respectfully subrmitted, ‘

ASHMUN AND HILLIARD

By me L-MD

H. T. Hilliard
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or Gevel ymeul of pert cf o@ all of aay 211 or ygas poui, fi3ld
I arva; L

WhERKia, tie Cil Conservation comulssion of ine State
of uwew Hexico (Lamegn: [ter referred to aj une "Uoraissiont) is
authorised W ict of trhe Le iclature {(Lihap. 72, iaws 1.35) to
ApPTLYe nis sgresuent and the conservatios provisions .ereof;
anA

“ER A, us paYLies DeTelo owi L6 enlire worving iie-
terest ii the Exrazor nit area covering tas land hwereirafier
daperived, ard tnevefors Lave effective coutrol of cperatiuns
thereing ad

WiERF &L, it 18 the purpese of ine parties Loreti~ to

1,




consesrve uatural resources, prevent waste, ard sec.re other
benefits obtainable througl: development a:xd operstion of tie
ares subject to this sgreemsnt under the terms, conditions eid
lisitations nherein set farth.

AQM G TWEREF(RE, in conglderation of the premises s
promises nerein centained, tihe parties lereto commit to tiis
agreeasnt their respective interests iu the below defined
unit azea, snd agree severally among themselves gs follows:

le UKIT AREA. 1he following deseribss land is hereby
desiguated and recognised as constituting the unit ares:

RS MERJCO. PRINCIFAL ERIDIA

Sea. 61 HENMN
Gec. ng DS S/
containing 1280 acres, more or less, in Lea County, Hew Hexieo,
Exhibit "4i* attached hereto iz a may showing the unit
area and the doundaries ané identity of tracts and leases in
said ares to tke extent knowm to tie Unit Gperator. Exhibit
=p” attached hereto is a schedule showing to the extent known
to the (nit Operator the acresge, percentage, and kind of
ownership of the oil and gas interests iu ell land in the
unit area. Howesver, nothing herein or in said scheduie or
map shall be construed 2z~ a represenzation by aay party hereto
as to the ownership of eny interest other than such icterest
or interests as are shown in saléd msp or schedule as owmed by
sual party. Exhibits "i* and "B" shall be revised by the iLrit
Operator whensver changes in the unit area render such revision
necessary, or when requssted by the Comissiopner of Fublie
lands, hareinafter referred {¢ as "Commissiocuer®.
The above described unit srea snall wiien practicable
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be expanded to include therein any sdditicrial traet c¢r tracts
regarded as reasonably necrssary or advisable for the puirposcs
of this agreemsent. ¢ :ch exparsion shsll dbe effected in the
following wanner:

the Commissioner shall rprepare & notice of proposed expanaion
deseribing the contesmplsted chunges in the bounduarles uf the
unit arsa, the reasons therefcr, and the propesea effective
date thereof.

{b) Sald notice sbzll be delivered to the Commissicner
and copies thereof malled to the iast known address of sach
working interest owner, iessee, and leszor whcee interests are
affected, advising that 30 Gays will be sliowed for subaission
to the it “perator of any objections.

(e) upon expiration of the 30-day periocd provided in
the preceding item (b) hereof, Mhit Operator shall file with
the Commissiomey evidence of mailiing of the nctice of axvansion
and a oopy of any objections thereto vhich have been filed with
the ‘hit Cperator.

(@) After due consideration of slil pertinent infcrag-
tion, the expansion shall, upon approval by the Comnissiorer,
becone effective as of the date rrescribed in the notice there-
of , provided, however, if more than 2%: on an acreage basis
object to such erpansion, the zame shxll not be &pproved.

All land ccamultted to this agreement shsall constitute
land referred to hereirn &s "unit gree™, unitiszsd land” or
"land siubjleot to this agreement.”

2. OWITIZED SUBSTAECES. .11 ofl and ges and sny ilguid

hydrocarbons in any and 211 formstions of the unitized land are

unitirzed under the terms of this agreement and herein sre calleg
"manitized substances.™




3. KIT UIEFATOF, Ashmun and Hilliard, a partnership,
is hereby designated as 'mit Uperator and by signature hereto
comaits to this sgreemsnt all interests in unitissd substances
vested in 1t as set forth in kxhibit "B%, and agrees and consents
to accept the dutiesz and okligations ¢f nit Operator for the
discovery, development, and production of unitized sudstances as
herein provided. iwhensver reference is nade herein to the mit
Operator, such reference msuns the it Cperator acting in that
capacity and not as an owner of intaerests in unitirzed substances,
and the terz “working interest owrer"” wvhen used herein shall
include or refer to it Cperator as the owner of a working intereet
when such an interest is owned by 1it.

v, FESIGRATION OF FEMOVAL OF UNIT CPRRATOY., Unit
Cperatoyr shall have the right to resign at any tim provided
a sucosssor it Operator has besn selected and approved and
Ras agreed to accept the duties and respomsibilities of the
nit Operator effective upon the relinquishment of such duties
and respansibilities by the retiring mit (perator. The res-
ipnation of the ‘nit (peratoer shall not reliease the 'mit
Cperator from any liablility or zny default by it hereunder
securring prior to the effeetive date of its resignation.

init Cperator may, upon defgult or failure in the
perforzmance of its duties or obligations hereunder, bs sub-

Ject to removal by the same percentage vote of the owners of
working interests deterzined in like zanner as herein provided
for the selection of a2 new nit Operstor. Such removal shall
be effective upon notice thereof to the Coumissioner.

The resignation or removal of the Umit Operator under
this agreessnt shall not terminate his right, title or interest
as the owner of a working interest or other interest in unitised

substances, bat upon the resignation or remcval 5f it Operator




bocoming effective, suesh Unit Operator shall deliver possession
of all equipwent, materisls and appurtenances used in eonduct-
ing the unit cperations and owned by the working interest
owners to the new duly qualified suceessor Unit Cperator or to
the owners thereef 1f no sueh new Unit Operator is elceted,
to de used for the purpose of cendueting unit operstions here-
under. Nothing herein shall be construed as authorizing
removal of any material, equipment and appurtenances needad
for the preservation of any wells.

5S¢ SUCCRSS0OR UNIT OPERATOR, vhenever the Unit Upera-
tor shall resign as Unit Operator or shall be removed as here-
inabove provided, the owners of the working interests aceording
to their respective ascreage interests in zll unitised land
shall by a majority vote selsct a suecosscr Unit Operatorj
provided that, if a majority but less than 75 jer ecent of the
werking interests qualified Lo vote &re cwned by one party to
this agreement, s conewrring vote of sufficient additional
parties, 30 as tc constitute in the aggregate not less than
75 per sent of the total working interest, shall be required
t0 seleet a nev operator. Mch selection shall n_ot besoms
sffective until (a) a Unit Operator so selescted shall aseceept
in writing the duiies and rezponsidilities of Unit Cperater,
and (b) the selectiorn shall have been aprroved by the Commis-
sioner. If no swecessor Unit Operator 1s seleeted and qualified
as herein provided, ths Commissionsr at his election may declare
this unit agreemsnt tearminated.

‘ é. ACCOUNTING PROVISIONS, The Unit Gperstor shall pay

in the first instance all costs and expenses incurred in con-

dueting unit eperations hersunder, and such costs and expenses
s0 paid by the Unit Operator shall be apportioned among and
borne by the owners of working interests and the Unit Operator
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reinbursed in accordance with the operating agreement hareto-
fore entered into by and between the init Cperator and the
owners of working interests.

7. RIQGHTS AKD OBLICATIOXS OF URIT OPERATOR. Exeept
as othervise spacifically provided herein, the exclusive right,
Privilege, and éduty of exereisiag any and all rights of the
parties haretc wvhich ars necessary or convenisnti for prospest-
ing for, producing, storing, allocating, and distributing of
the mnitised sudstances are hereby delegated to and shall be
exercised by the Unit Operatsr az hersin provided., Acceptadble
ovidense of title to saild rights shell be deposited with said
Unit Operator and, together with this agreement, shall econsti-
tutes and define the rights, privileges, and obligations of
Unit Operator. Xothing herein, however, shall be construsd to
transfer title to any lend or to any lease or operating agree-
ment, 1t being understood thet under this agreement the Unit
Operatar, in its capacity as Unit Operator, shall sxercise
the rights of possession and use vested in the parties hereto
only fer the purposes herein specified.

8. DRILLING 70 DISCOVERY., Wwithin 90 days after the
effestive dats hareof ths Unit Operator shall, unless it bas
already dons 20, commance opsrations upon a test well for oil
and gas withic the unit ares and shall prosecute the drilling
thereef with dus diligenes to test the Pennsylvanian formation
expected to be encouctered at the approximate depth of 10,600
feot unless at a lesser depth unitized substanees shall be dis-
esvered vhich can be produced in paying guantities or unless
soms formatien or condition is encountered at a lesser depth
whieh vould, in the judgment of the parties hsreto owning at
lecst 75 per ¢ 3t of the verking interest in ths unit area, maks
further drilling inadvisable or impracticabdle. If, in the opiniom
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of Unit Lperator ani meubers of the wnit, it i3 Jeemed advisadle
said well will be Arille? to the depth sufficiect toc test the

“evenian formmtion expecta? to be encosmters! at the approxicate
depth of 12,600 feet.

Any well commenced or completed prior to the effective
date of this agresment uwpen the unit area an? drille? to the
depth previded herein for the 4rilling of sai? test wall shall
be considered as complying with the drilling requiremeats here-
of. Upom fallure %o couply witsh the 4rillisg provisions of
this section, the .ommissioner my, after ressonable motice to
the Unit Opersiir ad each working intervst owwmer at their last
known addresses, dsciare this uait agreement terminataed_

9o PARTICIPATION AND ALLCUATION AFTRE «#ISJUVEHY.

Upez completion of a wall capable of producing wuitised sub~
stances in paying quantities, the cwmers of working interests shall
participate ia the production therefrom an? in all other pro-
ducing wells which zay be 4Arille? pursuant hereto in the pro-
porti.ns that their respective leasehol? interasts on an acreage
basis bears te the tetsl mmmber of acres committed to the unit
azreossant, and gudk wnitined substances shal] be deemed to have
been produced from each of the oil and gas leasess comuitted to
this agresmmnti and for the purposs of dsteruining any dane-
£its sraruing wnder this agresasnt an? the fistrisutiem of the
royalty payable to the State of Zew ‘axico each separate lease
skall have allocated te it such percentage of said production
as the mwber of acres in each leass included withiz the wamit
bears to the tetal wasber of acres comuitted herete,

.




*otwithstaniins any provision contains? herein to the
contrary, each workins intereat cwmer shall have the risht
aot privilege of receiving in kind or of separately “Aisposing
of its proportionate share of the cas an' oll save! froa the
aait ares} providled, however, that in the event of the failure
or neglect of a mom-operator tc exercise the rigsht and privilege
of receiving in kind or of separately dispoeing of its pro-~
portionate share of sai? production, cperator shall dwring
such time as such party slects not to receive in kind or to
sell sud digpose of its proportiocnate share of production,
have ths right to purshase any such oil or gas for its own ac-
coumt at not less than the prevalling =earket pricej or Operator
any sell the same to others, in which evemt cach of the parties
hareto shall bea entitled to receive paymmt direct for its
share of ths procesds of all oil an? ;as so seld, In the event
of such sals, eack of the parties shall execute proper 4divisicn
exders or camtracts of sale, an’ in such event as toc any pro-
posad comtruct of sale requirimg ?elivery for a pertod in
excess of that ussally demanis? by a purchaser of production
af liks greds and guamtity in the area or in axcess of ons (1)
year, the cemtrust must be approved or asceptet by tha other
party or parties. Amy extra expsnditure izmcurre! by reasea of
the 4dslivery af such proportiomats part of the production te
any party shall be borme by swch party.

10, ROYALTY ANT XZNTAL PAV.ENT. All roymlties dus
the State of Hew Hedce wnder the terma of the leases committed
te tihis agreement shall be computed and pail on the basis of




all unitized substences alloested to Lthe resyective leases com-
mitted hereto} providea, however, the 'tuite shall be enitiilsd
te take in kind its share of the unitized substances allocated
to the respective leases, and in such cuss the ydt Cperator
shall owke deliveries of such royalty 211 ir accordance with
the terma of the respective leuses.

If nit Cperator introduces gas abtained frox scurces
other than the unitized substances into any produeing forms-
tion for the purpcse cf repressuring, stimlating or increasing
the ultimate recovery of unitized substances thevefrom, s like
apount of gas, if avalliable, with due allowance for loss or
depletion from any cause may be withdrawn from the formetion
into uiich the gas was introduced royelly free as to dry gas
vat mot as to the products erxtracted therefrern; nrovided, that,
sueh withdrawal shall P at such time as :ay be provided ir a
plan of operations consented to by the Comzissiocner and approwved
by the Commission as comforadng to good petroleun engineering
practice; and provided further, that suck right of withdrawal
shall terminate on the terminatiorn of this unit agreement.

A1l rentals due the “tate of Kew Mexico shall be paid
by the respecetive lease owners ir accordance with the termgz of
their leases.

1l. COBSERVATI(X. C(perations hereunder and production
of unitiped substances shall be cornducted to provide for the
rost seoncmical and efficient recovery of salid sabstances with-
out waste, as defined by or pursuant to State laws or regulations.

12. DFAINACE. The mit ‘perator shall take such approp-
riate and adequate measures consistent witkh those of & reascnably
pradent cperator tc protect the unitized larnds from dralnage
from wells on lands adjacent theretc.

13. LEASES aHD CORTVACTL COMFOY & D LD DETERDED. The




terus, conditions and provigions of all leasee, subleases, cper-
ating sgreements and other contracts relating tc the exploration,
drilling, develcpment or operetion for oll or gas of the lands
compdtted to this agreezent shall, upon approval hereof by the
Comuisaioner, be, and the szae are hereby expressly nodified arnd
szended to the extent necessary to sake the same conforu to the
provisions hereof, and sc that the length of the secondary

term as to such lands wili be extended, insofar .s necessary,

to coineide with the teym of this agreement but ctherwise to
remain in f£111 fores and effect in accordance witk the provisions

thereof. Each lease committed to thlis agreemsnt shall eontinoe

h

in Poice Leyond the term provided therein so lon as this agree-

¥

ment rezains in effect. Teraination of this agreesent shall not
affect any lease which pursuant tc the teras therecf or any
applicable law shall continue in full foree and effsct thereaflter.

1%, SEGFEGATICE OF LFASES. Any leaze having only a
poertiom of its land committed hereto ahall be segregated as to the
portion conmitted and the rortion not comnitted, and the teras of
such lease shall apply separately to such segregated portion conm-
wsncing as of the effective date hereof.

15. COVERANTE YN WITH LAXD. The covsnants herein
shall be construed to be covenants running with the land with
respect tc the interests of the parties heret¢ and their succes-
sors in intsrest until this agreewment 2rminates, and any grant,
transfer, or conveyance of interest in land or leases subject
kereto shall be and hereby is conditioned :ipon the assamption
of all privileges and cbligations hereunder by the grantes,
transferee, or other siceessor in interest. ¥Xo assigpment or
transfer of any working, royalty or other interest subjeet here-
to shall be bindirg upon mit 7perator until the first day of
the calendar month after mit Iperator is furnished with the

10
-; 4



original, puotostatic or certified cop; of the instruwent of

tracafer.

lee BFFRCTIVE DATE Al 1EKRE. 1his a;reewent stall bee
cone offective (1) uwpon execution of tnis agreement by worxiiy
iuterest owners in the :uitl sres owning at least %0F of tie
working irnteresti therein on ai: screage oasis, and (&) upon
approval by the Commissioner, and srall terminste in two years
after such date unless (a) suck date of expiration is exteuded
by the Commissioner, or (b) a valuuble discover s of uuitised
substances nas beel made on unitiged larw cGuring ssic¢ initial
tern or any extension therveaf i: uhich case lhis sgreement siall
remain in effect 00 long as unitiged substances canu be produced
from the unitised land irn paying quartities, and, should production
osase, 50 long thereafter as diligent oprrations are in Lrogress
for the vestoration of production or discovery of new production
and 80 long thereafter as the unitized substances so discovered
can be produced as sforessid, This agreeuent say bhe termuinsted
at any time by not less thsu 7% per cent on an acresge basls of
the owners of the working interests signatory herete witi tne
approval of the Commissioner,

17. RATE OF PRODUCYICH. 211 production and the dise
Fosal thereof shall be in conformity with allocations, allote
ments and guotas made or fixed by the Commission and in con-
Jormity with sll lppuubio laws ard lawful regulations.

18. AFPPEARANCES. (nit Cperator spall, after nctice
to othar parties affected, fave tie right 1o appear for and on
behalf of any and all interests affected herekb; Lefore the
Commissicner of Fublic Lands and the wev hexico 0il Conservation
Commissior and to appeal from orders issued under the regula-
tions cof the Commissioner or Commission or to apply for relief

from any of sajid regulations or in any proceedliys relative o
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operations pending before the Commissioner or Commissionj pro-
vided, howsver, that any other interested party shall also

have the rigut et his own expense to sppesr and to participate
in any sush procsedings.

| 19. WOTICES. All notices that are required or author-
ised to be givem hareunder exsept as otherwvise specifically
provided for berein, shall de given in writing by Lnited States
meil or Western Uaion telegram, postage aor charges prepaid,
and addroased to the perty to whom such metioce is given as
follews:

Ashman & iiilliavd

Pe 0. Box 137%
Midland, Texas

Gulf i1 C tion
Pse O Bam m.
Warth, Texas

s &

EFURS

TE:guperior 041 Cempany
Ml a00 JC28E e

Ths oxiginating netice ¢ bs given under any provision hereof
shall be dosmed given vhen received by the party to whem sueh
noties is directed, and the time for such party to given any
response thereto shall run from the date the originating
noties is TYessived. The second Or any subsequsat notice shall
NW#MMM&“&MWMS“MPMO”&Q
or with Western Union Telegraph Company, with pestage or
sharges yrepaid.

20, UNAYOIDABIE DELAY. 411 obligations under this
sgresmmt requiring the Uzit Operater to commencs or continue
4rilling or to operats on or produce unitised substanses from
mdtbhﬂlmbym:wtiunbw
m,htqhulqas,thmwumuth
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exereime of diae cave and dlligencs is prevented from cosplying
with such obligations, tn whole or in rart, by strikes, war,
acts of God, Federsl, State, or aunicipul law or agencles,
unavoidable accidents, unccntrollaeble deleys i transportation,
inability to obtain recessary materials in open market, or
other matters dbeyond the ressocnable contrcl of tha nit Opera=-
tor vhether similar to matters herein enimerated or not.

2l. LGSS UF TITLE. 1In the event title to any tract
or unitized land or substantial interest therein shall fail
and the truse owner cannot be indieced to join the .nit agreement
so that iueh tract is not committed to this agreement or the
operation therecf hereunder becomes impracticable as a result
thereof, such traect may be e¢liminated fron the nitized area.

b

itle Lo any royaitiy,

vorking or other interest subject hereto, the ™it Tperator

!!I. t_..he em} ~nt - ==“|nﬁ t

P L3
TWHAY wa @ SpyueE T

L A 71
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aay withhold payment or delivery of the allceated portion of

the unitiszed substances irvolved on account thereof without

1iability for interest umtil the dispute iz finally settled,

provided that no paywents of funds due the Ftate of New *exico

shall be withheld. it Cperator as such is relieved from any

responsibility for any defect or failure of any title hereunder.
22. BJUBSE(JERT JOINDEF. Any oll or gas interest in

lands vithin ths unit area not comnittee hereto prior to the

subaission of this sgreeasnt for final approval either by the

Commission or Commissioner may be committed hereto by the

owvmeT or owners of such rights subsecibing or eansenting to

this agresment or exscuting a utificntioh thereof, and if

auch owser is also a working interest owner, by subseribing

to samy opsrating agreemsnt affecting the allcestion of costs

of exploration, development and opsration. Aafter opersticams

are commsnced hereunder, the right of subsequent joinder by a




working interest cwner shyull be subject to all of the require-
J ments of any applicehle operating agreenent between the vorking
| intersst owners relsative tc the allocation of costs of explor-
atlion, developaent and operation. A subseauent joirnder shall
be gffective as of the first day of the momth following the
f1ling with the Comaissioner and the Commission of duly exe-
cuted counterparts of the instrument or instruments committing
the interest of guch owney to this agresrent.

@3¢ ZXIZTING CIEFATING SGPEE'ENT. In the event of any
incongistency or econtflict between this unit agreement and the
contenporaneocius cperating sgreement entered intoc by and between
the it Operator and the cwnere of working interests, this
unit agreement, to that extent only, shall prevail.

2. CCUONTEFTATYE. 1This agreement may be sxescuted in
any number of counterparts n> one of which needs to be exscuted
by all parties or zay be ratified or comsented to by separats
instrument in vriting specifically referring hereto and shall
be binding .pon all those parties who have executed such a
counterpart, ratification, or consent hereto with the same
fores and effect as 1f all sueh parties had signed the same document,
and regardless of whether or uot it is executed By all other par-
ties owning cr elaiming sn interest in the lands within the
above described unit area.

IX #ITRESE VHEFECF, the undersigned parties hersto have
caused Lhis agreement to be execited as of the dates of their

respective acknowledgzents hereto,
SIGRATJTES
ASEMIX 1+ EBILLIASL

~lif=
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¥ G;,L C(‘?‘}"T ‘L’L‘{\%

P _f(,¢ A
Attorney- in-Fact

AYTLEY:
/ f. Paed N LAl b Fda - :2

‘%s‘t tseretayy T 0 ViL00

ts,r:‘thw CJI COMPAEY

~

s \oAJ oD leegy ZLEL
© Tresidert - _ | e s
““‘6‘“ N N . AR %f
. Secretary :
ETATE CF _TEXAS i N
CGUNTY (OF MIDIAND )
o tais oth day of October , 1933

wfore k3 apprared J. Be ASHMUN, to 2@ perscnslly smown who
being by me duly sworn did say that he is a co-rartner of

Asharin and Xilldlard the partrershiy ramed ia ths foregoing instr.-
ment and that said instrument vas signed by him as sueh co-partoer
in bebalf of seid partnership by aunthority of its co-parteers

and the sald J. B, ASHMUN acknovledged said instrument to be

the free act and deed xf aaid partnerahis and his free act and
deed in tha capescity stated.

I wvitness wherecf, I have Pereuntc set y hand ang
affixes 3y officlal sesl an ihis, the day and ysar lust adove

written.
%ﬁ%" Gpm Suzanne Belcher

fotary [ublic

My Coazission Expires:
.-—-—.—Ma—li‘f—-—-—-—




aT.TE ofF T°XA8 ;
S8
CQURTY OF TAHARANT

on thl. Auy of » 1953, before
me personally np tn ne person~
ally xnowm who bolng by me duly sworn, d lay that he is the

Attorney-in Fast of Gulf 01l Corroration, an® that the seal
effixed te said ingtrument is the cor:orate genl]l of sald oor-
peration, and that sald instrunent wss alen-d and ssaled in
behrlf of naid corvoration by authorlty of its Board of
Direotors, and seld agknovledged asnid ine-
strunent to be the free act and deed of ssid sorroration.

IN wITH.88 “Hi.EOF, I hove hereunto set my haond and
affixed ny official seul on this, the dzy =nd y-.ar l.at above
wiritten,.

Tarrant County, Tvxaa

¥y Commlselion Exuires:
June 1, 16%5

STATE OF iza&ﬁ&ﬁ-‘ .

“ B
wUNTY OF W

On this 7 dzy of wd» LALA » 1953, beo=

fore me perssnally appoaro& R » t0 me
;zcrnomlly known, whe, being “53 me du svorn Adid say that he

a President of Superior 011 Comany, and that
the leéf A?fixod to the foregoing inatrument is the corvorate
seal of ¢514 eorporation and that saild instrunent was signed
and secaled in behalf of saiA cornoratinn by authority of its
Board of Directors, snd gaid nzden aeknowvledged
gald 1natruaont to be the frae act v ~Tsed of sold cornoration,

IN WITNESS wHEKEOF, I hrve hereunto set my hand and af-
fixed uy officisl seal on this, the day znd yezr first above
written,

- N
K

Rotary Publie

Hy Coamisaion Fxnires:

My Co Amtoalens June 1, 193G




CENTIFICATE OF AFvrhOVAL

BY COMMISSIONRR OF PUBLIC LANDS, STATE OF KEw MEXICO,
OF UNIT AGREEMINT FOR DEVELOPMEMT AED OPERATION OF

e PBAZOS URIT ARBA, LA COUPIY . BEW MEXICO =

There having been presentsd to the undersigned Commis-
sioner of Fublie¢ Lands of the Itate of Hev MNexico for examine~
tion, the attached agreement for tha development aud operation
of the Brasos Unit Area, Lea County,hew Mexieo, dated as of
the __%g_%ig&t%ﬁ", in vhieh Ashmun and Hilliard s
dalifn it Opera and which haes been exseuted by all
parties own and holding o1l and ges leases emdreeing lands

within the t area and upon examination of said agreement,
the Commissionear findss

(a) That such agreement vill temi to promote the
esonservation of oil and gas and the better
utilization of reservoir energy in said areajg

{b) That under the operations proposed, the State
will receive its fair share ofths reecoverabdle
oil or“:as in place under its iand in the arsa
affected)

(e) That the agreement is in other respects for the
best interest of the State)

(d) That the Agreemert provides for the unit oper-
stion of ths arse, for the alloecation of
Freduetion, and the sharing of proeseds from
aurtoft&unamdbythuannnt
on an asresge basis as speeified in the
agresment .

ROW, TEREREVORE, by virtue of the zuthority conferred
Lon me ¥y Chap. 88 of the Laws ofthe State of Kew Mexiee
;ﬁ ¥y Chap., 162 of the Laws offew Hexieo, 1951,
1 undersigned, Commissioner of Publie Lands ofthe 3tate
J’lum. fes the purpese of more [Topsrly conserv
ees ofthe 3tate, 40 her consent
said igreement, amd nh leases embreesing lands
the State of New Mexieo, committed to sald Unit Agreemeat
bereby amsnded to conform with the
emain in full forece end effect
conditions of said Agreement. This
approval is subject to all ofthe provisions ofths aforessid
Chap. 88 of the Laws ofthe State oflew Nexieo 19h3, as amended
of Laws ofthe State of Kew Mexieo 1951,

the
I¥ wiTKESS YHEREOP, tht tifieate zf Approval is
.

s
’ L2 day of cZober ’
1953.

Commissioner % gﬁu Yands

of the State of Lkev Hexieo

L
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