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BEFORE THE
OIL CONSERVATION COMMISSION
santa Fe, New Mexico
November 17, 1954

IN THE MATTER OF: | %
Application of sunray 0il Corporation for )
Bagley Unit Agreement )

approval of the East
= 1280 acres of land, comprising s/2

)
L, E/2 Section & and all Section 9 )
“n Township 12 South, Range 3L, East, Lea g case No. 79k
)
)
)
)
)

County, New Mexico.

Honorable Edwin L. Mechenm
¥r. E. S. (Johnny) Walker

Mr. William B. Macey

TRANSCRIPT OF HEARING

t case on the docket is Case 794,

¥R. MACEY: The nex

Nil. HINILE: T+ tha Comnission please, Clarence Hinkle,
ia the

i1 Corporation. GCose nubel 3k

representing the Sunray O
rporation for the approval of

the application of the Sunray 0il Co

greement which embraces 1280 acres of State

ownship 12 South, Range 3L East, Lea counby. We have one

the East Bagley Unit A

land in T

witness toO have sworn.

cLARZNCE S Y MBS,

sitpess, naving Lecn Tirst duly sworn, restified as

called as a
follows:?

DIRECT SEAGINATION

Plaimiuiutuet Vg

ADA DEARNLEY & ASSCCTIAT
STENOTYFE REPORTERS
ALBUQUERQUE, NEW MEXICO

s mnyinnE %.6621

By ilte HINALS:
) State your name.
SCIATES
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A Clarence Symes, Junior.

Have you ever testified before the Commission before, MNr.

& No, sir.
Q Are you a graduate geologist?
A .25, sir, I received my Bachelor of Science Degrees in

Petroleum Engineering, Geology at Texas Technological College in

1941.
Q- By whom are you employed?
A Enmployed by Sunray 0il Corporation.
Q@ In what capacity?
A As District Geologist, located in Roswell, New Mexico.
Q Do you have under your jurisdiction Lea County, New Mexico?
A Yes, sir.-

Q Are you familiar with the application which has been made

by the Sunray Cil Corroration for approval of the East Bagley Unit

A Yes, sir.

Q& State to the Commission, or give the description of the

Lands wnich the proposed unii CoOvVers.

A The proposed unit will cover the soutn half of Section 4,

and the Zast half of Section &, and all of Section 9 in Township
12 Soutn, Range 34 East, Lea County New liexico.
» (] 2 3

@ Are all of those lands State land?

v

A Yes, sir.

G Do you krow whether or ncti onoy are ander oil and gas

leases?

et m

ALIA LIEMIINLES e W sl -
STENOTYPE REPORTERS

ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691
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Does the Sunray own all of the leases?

No, sir.

Are they owned by several companies?

= 8 P

Yes, sir.

@ Have you had occasion to make a jeolorical investigation of

this particular area?

‘ A Yes, sir. 4
Q Have you prepared a geological report covering this area? 3

A Yes, sir.

i ’ (Marked Exhibit No. 1, for identi-
: fication.)

Q@ I hand you fxhibit No. 1 and asx you to explain to the
i Commission what that is.

A EZxhibit No. 1 is a geological report on the proposed Zast

:iey Unit winich more or less states thal this particular area

B
was worked with seismograph, and that it was recommended that a
well be drilled in the southeast quarter of the northwest quarter
of Sertion 9, Townsh'np 12 South, Range 3L 3Zast, be drilled to a
depth of about 13,500 feet, and tested to the Devonian. Along
with that is a plat showing tho scismosradh interpretation on the
Davonian fermabion wiilch is closal winnir the unis, tne anoraly
which 1s closed wicvhin Lne unit.
. das this report orezpared tv ovown or In conjunchbion witn
somoone els=2?
A It 1s in corjunciion wivh Joaboari GLl Jompany, yes.
4 was the zeopnysicol suryvey madl Ly oounray oo geavoact?
Yoo air  rmasorhor,
L State whebLicr or non the vrocossi urlili aras covers 2ll, or
P
, ADA DEARNLEY & ASSOCIATES
STENOTYPE HEPGRTERS
ALBUQUERQUE, NEW MEXICO
TrLErHONE 3-6691




you know whebhe?
t and th

ssion?

n ranch Uni

Anderso
Lne Ccommi

ved LY

nerernforeé peen appro
3 Yes.
: Under the gerusof Lhe form of unit agreement, is the gunra
; Oil.Corporation made D€ operator?
: A Yes-
o Under the terms of the unit 1s the operaCOr required Lo
, drill & rest well?
? 5 YeS, sir.
¢ When is the well ©O be commenced?
A The well 15 o D8 commenced within 650 4ays after approval.
th 1is Lhe well 0O bé gritled under the terms of

L

Yeror1An O T L
Vos, ST

~. DYEED, R nrenT snis wnde agxoeme&h

ani proiucnion is ootail s AR soner OF r.ob,
- (ATRAS agrecmen& would be in i
ADA DEARNLEY &. ASSOCIATES
STENOTYPE REPOFITERS
— AnERQUE. NEW MD‘lCO

TeLEPHONE S5ew

in your ©

is approved

Lne

ypion and

pinion,
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prevention of waste?
in my opinion it would.

A Yes, SiT,
MR. HINKLE:
MR. MACEY: Any questi

e unit,

That 1s all.

ons of the witness?
4 within the unit

1s all the

acreage committed tO th all the State lan
area is committed?

MR. HINKLE: None ©

but the Sunray has contacted all o

yerbally agree
order entered,
t signed and aperov

mmitted yet, actually,

£ it has been CO
n the area

f the lease owners i
anted to get the

T T A A SN e e S
b
.

4 Lo come in. We W

and then that is jus
ed and filed

G

and they have
t the

m approved and the

for
ality of getting i

matter of form
w.th the Commission.

MR. MACEY:

If not the

Any questions of the witness?
y be excused. We will taxe the case under advisement.

witness ma
(Witness excused.)

F

STATE OF NEW MEXICO )
s+ SS.
)

%
COUNTY OF BERNALILLO
Court Reporter, do nersby certify that the
pefore the New

I, ADA DEARNLEY ,
foregoing and attached transcript of proceedings
Mexico Oil Conservation Commission abt Santa Fe, New Mexico, 18 &
true and correct record ©O the best of my knowledge, skill and
abiiity.
T have affixed oy nand 8nd notarial seal
ver, 145L.

this 19th day of Novem

v commission s¥pires:

JH_HC 19, ],9[;5

. ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS

QUERQUE, NEW MEXICO
LELere. o RO

ALBU

[ * TN WITNESS WHERECH







) BEFORE THE OIL GONBERVATION COMMISSION
! OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
GALLED BY THE OIL. COMSERVATION

| COMMISSION OF NEW MEXICO FOR
| THE PURPOSE OF COMBIDERING:

CASE NO. 794
Order Ne. R-550

THE APPLICATION OF SUMRAY OIL
CORPOBATION FOR APPROVAL OF

' THE EAST BAGLEY UNIY AGREEMENT
EMBRACING 1,280. 80 AGARES OF LAND,
MOBRE OR LKSS, IN LEA COUNTY, NEW
MEXICO, WITEIN TOWNSMIP 12 SOUTH,
RANGE 34 EAST, MOMPM.

ORDER OF THE COMMIBSION

BY THE COMMMBSION:

This csuse came en for heariag at 9 o'cleck a. m. on Nevember

17, 1954, sl Santn Fe, New Mexise, befere the Oil Conservation Com-

| mission of New Mexice, hn__.,.. safzvred to 43 the "Comumlissien".

NOW, en this J’Zrl.—‘“, of November, 1954, the Cammissien,
8 quorum being present, Raving considerod said apriication and the evidence
Rizssuced in suppert thereef, and being fully sadvised {a the premises,

FINDS:

(1) That due pudblic notice having beea given as required by
law, the Commisstion has jurisdiction of this cause and the subject matter

{(2) That the proposed unit plan will in principle tend to promote

. the conservation of oil and gas and the prevention of waste.

1T 15 THEREFORE ORDERLED:

SECTICN 1. That this oerder shall be known as the

EAST BAGLEY UNIT AGREEMENT ORDER

SECTICN 2. (a) That the project herein referred to shall be
known as the Last Bagley Unit Agreemcnt, and shall hereafter be referred
to as the "Project'.

(b) That the nlan hy whish tha Deala=t ovott t
vpcraied shall be embraced in the form of & unit agrnmcnt for the develop-
meat and operation of the East Bagley Unit Area referred to in the
Petitioner's petition and filed with said petition, and such plan sball be
known &8s the East Bagley Unit Agreement Plan,

SECTION 3. That the Sast Bagley Unit Agreement Plan shall be,

and hereby is, approved in priaciple &8 a proper conserveticn measure;
provided, however, that notwithstanding any of the provisions containe

o




.3-
Order No. Kk-350

in said unit agreement, this approval shall net be considered as

| waiviag or relinguishiag in any manaer say right, duties or chligations

which ave now, or may hereafier, be vested ia the New Mexico Oil
Censervation Commisgion by law relative to the supervision and contrel ;
of epovetions for enplavation and develapment of any lands commitied to i
said East Bagley Unit Agreement, oFf relative te the preduction of oil or 5
gas therefrem. .

SECTION 4. That the Uait Aves shall de

NEW MEXIGO PRINCIPAL MERIDIAN

TOWNSHIP 12 SOUTH, RANGE 3 EAST, Lea County
Section &

Sectien §: '/ 4

Section ¥: All

coataining 1,280 agres, mere or less.

SECTION 5. That the unit eperator shall file with the Commissian |

an ensenied original or executed comiorpert of the Kast Bagley Unit Agree- |
ment withia 30 days sfier the offective date thevee!.

SECTION 6. Thst any party owaing righis (a the unttined sub-
stances Who 40ss net commit such rights to said wnit agreement before
the efisctive date theves! may thervsafior become 8 parly therets by
subseribing to such agreement or counterpart thereof, or by ratifying the
same as provided by the torme of said unit agreement. The wait eperater |
shall fils with the Cemmissioa withia 30 days an original of any such counter:
part or ratification.

SECTION 7. That this order shall baceme effective upen appreoval
of said unit agreement by the Commissionsr of Public Lands of the Stase of

New Mexico and shall tarminste ipso facte wpea the terminstion of said unit
agsrecment. The 128t unit snervster shall immadiately natify the Cammiseionns

in writing of sueh termination.

DONE at S8anta Fe, Ncw Mexico, the day and year hereinabove
designated. '

STATE OF NEW MEXICO
OIL CONSERVATION COMMIBSION

/“ DZ’ ///}..éz‘i»g&w«\___m.

EDWIN L, MECHZM, Chairman

(“’: /. ,
E. S. WALKER, Member

L 6D INnaceqy

W. B, MACLY, Mcé&cr and Secretary
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
EAST BAGLEY UNIT
LEA COUNTY, NEW MEXICO

THIS AGREIMENT, entered into as of the _  dayof ________
195k, by and between the parties subscribing ratifying or consenting
hereto, and herein referred to as the “"parties hereto®,

WITRESSI THs _

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

WHEREAS, the Commissioner of Public Lands of the State of New Mexioo
(hereinafter referred to as "Commissioner®) 1s authorised by an Act
of the Legislature (Sec, 3, Chap. 88, Lawe 15L3) as amended by Secs
1 of Chapter 162, Laws of 1951, to consent to and approve the develop-
ment or operstion of State lands under agreements made by lessees of
State land jointly or severally with other lessees uhere such agree-
nents provida for the unit operation or development of part of or all
of any oil or gas pool, field or area; and

| WHEREAS, the Commissioner of Pubtlic Lands of the State of New Mexico
is authorised by an Act of the Legislature (Sec. 1, Chapter 162, Laws
of 1951) to amend with the approvsl of the lessee, any oil and gas
lease embracing State lands so that the length of the term of said
lsase may coincide with the term of such agreements for the unit oper-
stion and development of part of or all of any oil or gas pool, field
or aresj and

WHEREAS, the 0il Conservation Comnission of the State of New Mexico
(hereinafter referred to es the "Commission") is authorized by an Act
of the Legislature (Chap, 72, Laws 1935) to approve this agreement
and the conservation provisiocns hereof} and

WHEREAS, the parties hereto hold sufficient interests in the East
Bagley Unit Area covering the land hereinafter described to give
reasonably effective control of operations thereinj and

WHEREAS, it 1s the purpose of the parties hereto to conserve

natural resources, prevent vaste, znd securc other venefits ottainable

e
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through development and operation of the area subject to this ayree=

ment under the terms, oonditions and limitations herein sst forth,

NOW THEREFORE, in consideration of the premises and the promises
herein contained, the parties hereto commit to this agreement their
respective interests in the below defined unit area, and sgree sever-
ally smong themselves as followss

1. UNIT ARRA, The following described land is hereby designated

and recognised as constituting the unit area:
N8 MEXICO PRINCIPAL MERIDIAN, NEW MEXICO

T. g 8.. R. g Eo. lea Cogg

Sec, Lt :z
Sec, 82
Sec, 9‘ A
containing 1,280 acres, more or less,

Exhibit "A" attached hereto is & map showing the unit area and
the boundaries and identity of tracts and leases in said area to the
extent known to the Unit Operator, Exhibit “B* attached hereto is a
scheduls showing to the extent known to the Unit Operator the acreage,
percentage and kind of ownership of oil and gas interests in all lands
in the unit area, Howsver, nothing herein or in said schedule or map
m be construed as a representation by any party heretoc as to the
ownership of any interest other *han such interest or interests as

are shown in esid map or schedule as owned by such party, Exhibits

FA" and "B" shall be revised by the Unit Operator whenever changes in
ownerehip in the unit area render such revision necessary,

A1l land cormitted to this azreement shall constitute land referred
to herein as Munitized land” or "iand subject Lo Lhic agroomontd

2o UNITIZ.D SUBSTANCES. All oil, gas, natural gasoline and asso-
clated fluid hydrocarbons in any and &ll formations u. the unitized
land are unitized under the terms of this agreement and herein are
called "unitized substances”,

3. UHIT OPYRATMR.  Sunrav 011 Corroration is hereby designated
as Unit Operator and by signature hereto commits to this agresment all

interests in unitized substances vested in it zs set forth 3n Exhibit

2w




"%, and agress and eonsente to accept the duties and obligations of

Undt Operator for the diseovery, development and produstion of uni-
tised substances as hersin provided, Wnenever refersnce ia made herein
to the Unit Operator, such referencs means the Unit Oparsator acting in
that capsoity and not as an ower of interesis in unitised subatances,
ad the tarm "working interest owner® when used herein shall inslude
wrgmtohitopmtctsth.omer’ofamkinginmtwm
such an interest is owmed by it,

h.' RESIGNATION OR REMOVAL OF UNIT OPSRATOR, Unit Operator shall
have the right to resign at any time but such resignation shall not
becsme effestive until a successor Unit Uperator has been selected
snd approved in the manner provided for in Article 5 of this agresment,
The resignation of the Unit Operator shall not release the Unit Opere
ator from any liability or any default by it hereunder occurring prior
to ths effestive date of its resignation,

Unit Operator may, upon default or failure in the performance of
its duties or obligations hereunder, be subject to remowval by the same
perosntage voie of the owmers of working interests determined in like
aanner as herein provided for the selection of a new Unit Operator,
Sugh removal shall be.effective upon notice thereof to the Commissionar,

The rusignation or removal of the Unit Operator under this agree=
mant 8b .11 not tesradinate his right, title or interest as the owmsr of
a working interesi or other interest in unitized substances, but upon
the resignation or ramoval of Unit Yperator becoming affective, such
Unit Oparator shall deliver possession of all equipment, materials
and zopurtenances used in caidugting the unit operations and owned
by the working interest owars tov the ner duly qualifisd successoar
Unit Operator or to bhz owmers thercof if uo such new Unit Uparator
is elected, to be used for the purpose of conducting unii operations
hervunder, Nothing herein shall uLs consirued as authorizing removal
of any maberlalr, oquiym~* and avpurtenances needed for the pregservae
tion of any wells,

5e SHCCS3302 WITY 0P332 0R. /henever the Unit Operator shall
raoign a8 Unit Operator or shall Le removsd as hereinalove provided,

~3m
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the ownars of ‘he working interests according to their respective
acreagze interests in all unitiged land shell by a majority vote
selact a successar Unit Operator) provided that, if a majority but
less than 65 per cent of the warking interests qualified to vote is

owned by one party to this agreement, a concurring vote of sufficient
additional parties, so as to comstituts in the aggregate not less than
65 par oeut of the total worikins interests, shall be required to seleot
a new operater, Such salection shall not become effective until

(a) a Unit Operator so selected shall accept in wriiing the duties

and resporsibilitiss of Unit Operator, and (b) the selection shall
have been approved by the Commissionar, If no successar Unit Cper-
ator is selected and qualified as herein provided, the Commissiomer

at his electiom may declars this unit agreement teyminated,

6. ACCOUNTING PROVISIGNS., The Unit Operator shall pay in the
first instance all coets and expenses incurred in con-ucting unit
oparations hereunder and such costs and expenses and the working in-
terest benafits aceruing hareunder shall be apportioned among the
owners of the unitized working interests in accordance with an opeg=
ating agreement by and between the Unit Operator and the other owmers
of such irterschu, vhethar oma or more, separately or collectively,
Any agresment or agreements enterad into between ths working interest
owners and the Unit Operatar as provided in this article, whether one
or mors, are herein referred to es the "Operating Agreement®. Ne
such agreement shall be deemed either to modify any of the terms and
conditions of this Unit Agreement or to relieva the Uait Cperator of
any rizht or oblization established under this unit agreament, and
in case of any inconsistencies or conilict vetwoen this unit agreement
and the operating agresmant, this unit agrcement shall prevail,

7o RIGHTS AND OLIGATIONS OF UHIT OPSWCR,  xcoept as otherwise
specifically provided herein, tihe axclusive visht, privilege and duty
of exercising any and all »ights of ths partics hereto which ars nece
essary or convenient for orospacting for nradonring  atamins  e11na
cating and disiributing the unitized substances are hareby delegated
to and shall. be exercised by the Unit Cosrator as herein provided,

-sll-
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Aceeptabls svidence of title to said rights shall be deposited with
liid 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 tc any
land or to any lease or operating agreement, it being understood that
under this agreemsnt the Unit Operator, in its capacity as Unit Oper-
ator, shall exercise the rights of possess’on and use vested in the
parties hereto only ror the purposes herein specified,

B, DRILLING TO DISCOVERY. Within 60 days after the effective
date hereof, the Unit Operator shall commence operations upon an ade-
quate test well for oil and gas upon some part of the lands embraced
ﬁithin the unit area snd shall drill said well with due diligence to
a depth mfficient to tast the Devonian formation or to such a depth
as unitised substances shall be discovered in paying quantities at a
lesser depth or until it shall, in the opinion of the Unit Operatar,
be dstermined that the further drilling of said well shall be unuare
ranted or impracticable; provided, howsver, thet Unit Operator shall
not, in any event, be required to drill said well to a depth in excess
of 13,500 feet, Until a diascovery of a deposit of unitissd substances
capable of being produced in paving quantities, Unit Operator shall
contimue drilling diligently, one well at a time, allowing not more
thsn six monthg betwesn the completion of one well and the beginning
of the next well, until a well capsble of producing unitized substances
in paying quantities is complieted to the saiisiactlon of the Comnise
sioner, or until it is reasonzble proven to the satis{action of the
Unlt Operator that the unitlszed land is incapstble of producing unitized
substances in paylng quantities in the formations drilled hereunder,

Any well commenced prior to the effective date of this agreement
upon the unit area and drilled to the depth provided herein for the
driliing of an initlal test well shall be considered azs complying
with the dvilling reﬁuirements hereof with respect to the initial well,
The Commissioner may modify the drilling requirements of this section
by granting ressonable extensions of time when im nis spinien such

action is warranted, Failure to comply with the drilling provisions

-5




of this article shall antomatically terminate this agreement as to
all its terms, conditions and provisions and all rights, privileges
and obligations granted by this unit agreement shall cease and termine

ate as of the date of any such default,

9. PARTICIPATION AFTER DISCOVERY, Upon c ompletion of a well capa-~

ble of producing unitised substances in paying quantities, the owners
of working interests shall participate in the production therefrom
and in all other producing wells which may be drilled pursvant herete
in the propordisms that their respective leasshold interests covered
hutbyananae&ugobuhburlto the total number of scres commit-
ted to this unit agreement, and such unitised substances shall be
desmed to have been produced from the respective leasehold interasts
- partisinating therein, For the purpose of determining any bensfits
aceruing under this agreemsnt and the distribution of the royslties
payable to the State of New lhxioo,’each separate leaee shall have
sllocated to it such percentage of said production as the mmber of
acrer in each lesase respectively committed to this agreement besrs to
the total number of acres committed hereto.

Botwithstanding any provision contained herein t> the contrary,
aach working intersst owmer shall have the right to take such owner's
proportionate share of the unitized substances in kind or to person-
ally sell or disposa of the same, and nothing herein contained shall
be construed asg giving or granting to the Unit Operator the right to
sel) or otherwise dispose of the proportionate share of any working
interest owner without specific suthorization from time to time so
to dos

10, ALLOCATION OF PRODUCTION, All unitized substances produced
from each tract in ths unitized area established under this a:reement,
except any part thereof used for production or development purposes
hereunder, or unavoidebly lost, shall be deemed to be produced equally
on an acreage basis from the several tracts of the unitized land, and
for the purpose of determining any benefivs thai zccrus on an acreage
baals, each such tract snail have 211ncated to it such percentage of

said production as its area bears to the entire unitized area, It is

G
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hereby agresd that production of unitized substances from the unim
tived area shall be allocated as provided herein, regardless of
vhethar any vells are drilled onamy perticular tract of said unie

tised area,
11, PAYMENT OF RENTALS, FROYALIIES ANU OVERRIDING KOYALTIES. A1l

rantals dae the State of Hew Mexioco shall be pald by the respective
lssse owners in accordanoe vith the terms of their lsases.

All royaltiss dus the Stata of Mew Mexico under the teras of the
lsases commdtted to this sgreemsnt shall be computed and paid on the
basis of all unitised subwhisnges allocated to the respective lsases
coxmitted hereto; provided, however, the State shall be entitled to
taks in kind its share of the uaitised sulstences allocated to the
rospective leases, end in such case the Unit Operator shall make
delivaries of such royalty o1l in accordance with thas terms of the
respective leases,

If the Unit Operator introduces gas cbtained from sources other
than the unitized substmoes into any prodicing formation for the pure
poas of repressuring, stimlating or increasing the ultimats recovery
of unitiszed subastances therefrom, & like smount of gas, if availabls,
with die allowance for loss or depletion from any csuse may be withe
drasn from the form.uon into which the gas was introduced : royalty
fraa as to dry gas but not as to the products axtracted tharefromy
provided, that such withdrawal shall be at such tims az may bs proe
vided in a plan of operailons sonsanted to by the Commissioner and
approved by the Commission as conforming to good petrolsum enginssring
practices and providsd further, that such right of withdrawal shall

termirate on the termination of thils unit zgrcements

If any lease committed hereto is vuwrdencd vith an averriding roye
alty, payment out of produsiion or other charge in addition to the
ugual royalty, the owner of each such lease shall tear and assume the
same out of the unitized substances allocated to the lands embraced
in each such lease as provided herein.

124 LEACES Ake CobLTilo008 coliORGs AND pX0ENDsD DNSUFLE .S THEY

APcLY O LANULS UITHIN THh UdITId . ARids. The terms, conditlons and

afe



provisions of all leases, sub-leases, operating agreements and other
contracts relating to the sxploration, drilling development or opera~
tion for oil or zas of the lands committed to this agreement, shsll,
upon approval hereof by the Commissioner be and the same are hereby
expressly modified and amerded insofar as thay apply to lands within
the unitiszed area to the extend necessary to make the same conform
to the provisions hereof and so that the length of the secondary term
uwhndsuithinsuchmauﬂlbeextendedimotuummmto
coincide with the term of this agreement and the aporeval of thia
sgreement by the Cowmissioner end the lessee shall, without further
action of the Commissioner or the lesses, be effective to conform the
provigions and extend the tgmof each such lease as to lands within
the unitised ares to the provisions and terms of this agreementj but
othervige to remain in full force and effect. FEach lsase comitted - -
to this agreement, insefar as it applies te lands within the unitised
area, shall continue in force beyond the term provided therein so lemg
as thie agreement remains in effect, provided, drilling operations
upon the initial test well provided for herein shall have baen come
menced or said well is in the process of being drilled by the Unit
Operator prior to the expiration of the ahortest term lease committed
to this agreement, Termination of this agreement shall not affect
any iease waich purevant ts the terms thereof or any applicable laws
shali contimis 1 fv71 force and effect thereafter, The commencement,
completion, operation or production of a well on any part of the unit
ares shall be respectively construed and considered as the commence=
ment or completion or operation or production of 4 well wilhii ths
terms znd provisions of each of the o1l and zas leases to the same
extent as though such commencement, completion, opsration or produe=—
tion was carried on, conducted andfor obtained from any such leased
tract,

any Loace having onlv » -~artion of iis lands cormitted hereto
shall be segregated as to the portion cormitied and the portion not
comnitted, and the terms of such lease shall apply separately to

such segregated portions commencing as of the effective date nereof,

-8




provisions of all leases, sub-leases, operating agreements and other

contractes relating to the exploration, -rilling development or opera-
tion for oil or zas of the lands committed to this agreement, shall,
upon approval hereof by the Commissioner be and the same are hereby
expressly modified and amended insofar as they apply to lands within
the unitised area to the extend necessary to make the same conform
to the provisions herecf and so that the length of the secondary term
a8 to lands within such area will be extended insofar as nescessary to
coincide with the term of this agrocment ond the approval of this
sgreement by the Commissioner snd the lessee shall, without further
action of the Commissioner ur the lesses, be offective to conform the
provisions and extend the te;mofoach such lesse as to lands within
the unitised area to the provizions and terms of this agreement3 but
othervise tc remain in full force and effect, Each lsase committed - -
to this agreemant, insofar as it applies to lanis within the unitized
area, shall continue in force beyond the term provided therein so long
as this agreement remains in effect, provided, drilling opserations
upon the initial test well provided for herein shall have besn com=-
menced or said well is in the process of being drillied by the Unit
Operator prior to the expiration of the shortest term leame committed
to this agreement, Termination of this agreement ghall not affect
any lsasz which puresusnt ta the terms theresf ox any applisadle iows
shall contimie in full force and effect theresafter, The commencement,
completion, operation or production of a well on any part of the unit
ares shall be respectively construed and considarcd as the commence=
nent or completion or operation or production oi :» well miiiiin hs
terms end provisions of sach of the o1l and zas leases to the same
extent as thouzh such commencement, completion, operation or produce
tion was carried on, conducted and/or obtained from any such leaged
tract,

Any Llz2ss havine only a -ertien of itse Tands committed hersto
shall be segregated as to the portion cormitied and the portion not
comnitted, and the terms of such lease shall apply separately to

such segregated portions ccrmencing as of the effective date nereof.

-8—
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Netwithstanding any of the provisions of this agreement to the con-
trary, any lease embracing lands of the State of New Mexico having
ooly a portion of its lsnde committed hereto shall contimue in full
foroe and sffect beyond the term provided therein asto &)l lands
embraced in such lsase, if unitised substancas are discovered and
are capable of being produced in paying quantities from some part of
the lands embraced in such lsase committed to this agreement at tks
axpirstion of the secondary term of such leecsej or if, attheexpka-

tion of the seccndsry term, the lessse or the Unit Operator is then
engaged 4% Loos fide drilling or reworking operations on some part
of e lands embraced in such lease, the mmme =5 o ail lands em-
braced therein shall remain in full ferce and sffect so long as such

- opsrations are being diligently prosecuted, and if they result in the
production of unitized substances, saild lease shall continue in full
force and effect as to all of the lands embraced therein, =o long
thereafter as unitized substences in paying quantities are being pro-
duced from any portion of said lands,

13, CONSERVATION. Operations hereundar and vroduction of unitiszed

subatancaes shall be eonducted to provids for the most economical and
efficiant recovery of said substances without waste, as defined by
or pursuant to State laws or regulation.

1, DRAINAGE, The Unit Operator shall tzke appropriate and ade~
quate moasures o rrrant drainage of unitized substances from unie

i tized lands by welis on land not subject to this agreewont.

15, COVENANTS RUN :ITH LAND. The covenants harein shall be cone
atrued to be covenants running with the land uith resnest 45 e ine
Vervets of the parties hereto and their succescors in initerest until
this agreement terminates, and any grant, transfor or conveyence, of
interast in land or leases subject hereto shall be and hercby is con=
ditioned upon the assumption of 2ll privileses and oblirations heoree
under by the grantes, trenasferee, or other successor in interest. Mo
assirnment or Li.asior OO any working, royalty or othzry intercst sube
Ject hereto shail be binding upon Unit Operator until the first day
of the calender month after Unit Operator ie [urnished with the origie

nal, photoatatic or certified cony o3 the instrument of iransfer,

“9m
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fully given if given in writing an personally delivered to the party

or sent by postpaid registered mail, addressed to suech party or par-
ties at their respective addreases set forth in connection with the
signatures hereto or to the ratification or comsent hereof or to
such other address as my such party mey have furnishad in writing
to party seading the notice, demand or statament,

20, UNAVOIDABLE DELAY, All obligatioms under this agreement
requiring ths Unit Operator to commence r comtimue drilling or to
oparate on or produce unitiged substances from any of the lands cov-
ered by this agreement shall be suspended while; but only seo long as,
the Unit Operatar, despite the exercise of due care and diligence,
is prevented from complying with such obligations, in whole or in
part, by strikes, war, acts of God, Federal, State or municipal law
or agencies, unavoidsble accidents, unconitrollable delays in trams-
portation, insbility to obtain necessary materials in open market,
ar other matters beyond the reasomable control of the Unit Operator
vhether similar to matters herein emumsrated or not,

21, LOG3 OF TITLE, In ths svent titls to any tract of unitised
land or substantial interest therein shall fail and the true owner
camot ba induced to join the Unit Agreemsnt so that such tract is
not committed to this agreement or the operation thoreof hareunder
vecomes impracticable as a result thereof, such tract may Le elimin-
ated from the unitized area, and the interest of the parties read-
Justed as a rssult of such tract being eliminated from the unitized
area, In the event of a dispute as to the title o any royaliy, wawrk=
ing or othsr intarest subjec nareto, the Unit Operaior may withhold
payment or delivery of ths allocated portion of the unitized sutstan-
ces involved on account thereof without liability for intorest until
the dispute is finally settled, provided that no payments oi funds
due tha State of New Hexico shall ie withheld, Unit Oparator as such
is relieved fron any resoonsibility for any defect or failure of any
title hereunder,

22, SUBL.ULIY Jouddivois Any oidl or as inbtorest in lands within

the unit area rov coiviivied harato vrior to whe swindesion oo oh

o~ -
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‘agreesant for final approval either by the Cormdssion or Commissioner
may be committed hereto by tie owmer or owners ol such rights sub-
soribing or conseniing to this agreement or axecuting a ratvification
thereof, and if such owner is also a workin; interest owner, by sube
soribing to the operating sgrosment praviding for the allocation of
oosts of axploraticn, development and opuration. Aftaer operations
are ococumenced hareunder, the right of subsequant joinder by a working
interest ounsr shall be subject to all of the requirements of any
applicable operating agreement betwssn the working interest owners
relative to the allooation of costs of explaration, development and
operation, A subsequent joinder shall be effective as of the first
day of the month following the filing with the Comtlssionsr and the
Comizstion of duly axecuted sounterparts of the instrument or instru-
ments ocomeitling the interest of such owner to this agreement, but
such joining party or parties befare particlipating in any benefits
hereundear shall be required to assume and pay to Unit Operator their
prdpcrtiomta share of the unit expense incurred prior to such party's
or parties! joinder in the Unit Agreament, and the Unit Opsrator silall
make appropriate adjustments caused by such joinder, without any
retroactive adjustment of revenus,

23, COUNTEZRFARTS., This agreement may be executed in any numbar
of counterperts, no one of which needs to be executed by all parties
or may be ratified or comented to by separate imstrument in writing
specifically referring hereto, and shall be binding upon all those
parties who have executed such a counlcrpart, ratification or consent
hereto with the same force and effect as if all such parties had
signod the same document and repgardless of whether or not it is exe=-
cuved by all other parties owning or clainminz an interest in the
lands within the above described unit area,

LI WTITHESS WHEReE0F, the undersipgned parties hereto have caused
this zgreement to be executed ac of tho regpective dates set opoosit:
their signatures,

SUMRAY OXL CO8r04.TI0H

2y

President

Addresss

UHIT AP @ATOR AN WORKIHT INTSREST OWNER
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GULF OIL CORPORATION

By,

— Seoretary

— President

Addresss

HUMBIZ OIL & HEFINING COMPANI

ay,

Addreass

MAGNOLIA FETROLEUM COMPANY

2y ,
—Secretary ~President
Address:
PHILLIPS PETROLEUM COMPANY
By
" Bearetary “Freaident
Addresat
SEABOARD OIL COMPANI OF DEXAWARE
ATTRSTS
By, —
~Bearetary Presidant
Addresss
Daiei
TIDE WATER ASSOCIATED OIL COMPANY
ATTEST: :
By
Secretary ~President
Pates
WARKEN PETROLEUM CORPORAT ION
ATTESTs
By,
Secretary Preaident
Addresss___
Dates
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EXHIBIT "B"
EAST BAGLEY UNIT AREA
'LEA COUNTY, NEW MEXICO
TOWNSHIP 12 SOUTH, RANGE 3l EAST

SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIl, AND GAS
INTERESTS IN ALL LANDS IN THE UNIT AREA

Tease %o, and “Basic Payments o1t of Production
Tract Description No. of Expiration Royalty & and Over:"iding Royalty ~orking Inverest
No. of E Qe Date of lease Percentage and ’ercentage Owner
All in T, 128,, Re JUE,
1. Sec, s Sw% 160 B-1233 State of New
3=10=57 Mexico All None Phillips Petroleum Copany
2, Sec. is SE} 160 E-29 State of New Gulf 0il Corporation
}4=10=55 Mexico A1l Nene (subjict to contract with
Sunriay 011 Corp. and
| Seuabnard 011 Co.)
3. Sec, 91 NANE} 8o E=7553 State of New
11-17-63 Mexico All Ralph Ni:c and wife, Sunra;r 0i1 Corporation and
Frances liix Seaboird 011 Company
1/16 of '1/8
L. See, 93 N} 120 E-2792 State of New Caswell 5, Neal snd
Sec, 8: MiiSK} T=l1=59 Mexico All wife, Zvu F, Neal Sunra;r 011 Corporation and
$250,00 pexr acre out Seaboird 0il Compaay
of 1/16 of 7/8
Se See. 91 Shw% 80 E=250 State of New Gulf 0il Corporation
Li=10m=55 Mexice All }one (subjeet to contract with
Sunrsy 011 Corp. and
é. Sec, 9 SwWilE} 40 B=1234 State of New Magdalene Pearl Chil-  Seabuard 01l Co.)
3-10-57 Mexico All ders 5/8 of 1/8 of 7/8
wwwww. mswm owuu.n\wm&m Sunray 0i1 Corporatisn and
3/8 of 1./8B of 7 Scabotrd 011l Company
Te Sec, 93 SE} NEB} Lo E-123 State of New Ralph Lowe & M. & M.  Bumble 01l & Refining Company
3-10m57 Mexico 4ll Production Company

i .
e s RRRRS S o
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$150,00 psr acre out
of 1/16 of 8/8
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Tidewater ABE ociated Oil1

E=T2ll State of New None
7=21=63 Mexico All Coxpsny
E=3502 State of New None ilagnolia Petsoleun Company
Se=l0=60 Mexico All
E=-8332 State of New None Sunrey 24l Corporation and
72054 Mexico A1l Seaborrd 01l Company
E=3055 State of New None warren Petrcileum Company
111059 Mexico ANl
11 STATE TRACTS, CONTATNING 1,260 ACHES OR 1000% QF UNIX AREA A

-
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CERTIFICATE OF Arf:ROVAL

BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
OF UNIT AGREEMENT FOR DEVELOPMENT AND GPERATION
OF BAST BAGLEY UNIT AREA, 1EA COURTY, NEW MEXICO

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for exsmination, an agreement
for the development and operation of the East Bagley Unit Area, lea
County, New Mexico, dated the day of 195k, in which
the Semrsy 011 Carporation is designated as , and whieh has
been exacuted by various parties owning and holding oil and gas leases
embracing lands within the unit area, and upon exsmination of said
Agreament, the Commisaioner finds:

{(a) That such Agreement will tend to promote the conservction
of oil and gas and the ketter utilization of reservoir
energy in said fieldg

{(b) That under the operations proposed, the State will receive
its fair share of the recoversble oil or gas in place under
its land in the area affected;

(c) That the Agrecment is in other respects for the best interest
of the Statej

(d) That the Agreemsnt provides for the unit operation of the
field, for the allocation of production, and the sharing of
proceeds from a part of the area covered by the Agreement
on an acreage baais as specified in the Agreement,

NOW THEREFORE, by virtue of the authority conferred upon ne by

the Laws of the State of Mew Mexico, I, the undersigned Commissioner
of Public Lands of the State of New Mexico, for the purpose of more
properly conservaing the oil and gas resocurces of the State, do hereby
consent tc and approve the above referred to East Bagley Unit Agreement
as to the iands of the State of New Mexico committed thereto, and all
oil snd gas leases embracing lands of the State of New Mexico committed
to sald Agreement shall be and the same are hereby amended so that

the provisions thereof will conform to the provisions of said Unit
Agreenant and so that the longth of the secondary term of each osuch
le2se o2 4o tho lands within Uhe unit area will be extended, insofar
&8 negessary, to coincide with the term of said Unit Agreement, and

in the avent the term of sald Unit Agreement shall be extended as
previded therein such extension shall also be effective to extend the
term of each 01l and gas lease embracing lands of the State of Mew
Mexioo committed to said Unit Agreement which would otherwise expire,
Bo as 1o coincide with the extended term of such Unit Agreement.,

IN WITNESS WHEREOF, this certificaile of approval is executed as
of this the _ day of » 1954,

Commisgioner of Public Lands of the
State of New Mexico,






Geclegical Repert
EAST BAGLEY UNIT
Les. County, Mew Mexico

b Bt s N m
: AR (e $in £ et et e L . o Y

WA BRI i St R TR i i el 2R R R e i < wadsaid . VRS- ARSI, s e




‘ 477 N A -

! ‘ Z, &LZ/

| Clarence Syfes, Jr, .

' District G&olog{st District Geclozist
Sunray 011 Corp. Seaboird 01l Company

lov, &, 195k
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OiL. CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

I 4
y.cvww 2‘5, L?}‘

Mr. Clarence Hinkls, Atternay
Hervay, Dow and Rimkle

First Hatiomel Banik Beilding
ROSWELL, WENM MEXICC

Dear Nr. Elakle:
in belkalf of your clisnts, ws enclese the followiag crderw:

Order H-350 in Case 794 (Sunray Oi} Corporation's
East Bagley init Agreement)

Order R~551 in Case 795 (Comntinental Oil Compeny's
Williams Ranch Uait Agreement)

You will note that we hawve givem you 3ignad copies of the
two wnit agremmant oxders for couwpletion of the records in

A o o .
e VADUS

I also mant t0 thank you for submitting the propcsed orders

in each of tha cases you hardled. Ais you know, when these follow
our style and intention closely, as yours always do, it spseds

up the signing procedure considerably.

Sincerely,

We B Macey
WEM:nr

Encl. (3)
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SUNRAY MID-CONTINENT OIL COMPANY P /
TULBA, ORLAHOMA é *O Py
Ps Y
Mereh 3, 1958 , / s /
M Bt m ait,
R Ses. b, M Ges. 8,
All See. 9-185-J0R,
las Ommty, Bow Waxies
#r. Nursay 3. Neegea, Bry-POLS &mlsl
Comnisstoner of Fablic Lande,

MBR Kiiav, Your Ret Unit Divisies

Very truly yeosrs,
Vi 1dg 1. ¥. Piltingten
Division Laudeeay
CCr  Leaposrd Uil Company
L.O.Bax 152, Hidisnd, Towns /agoolie {etroleun Cu.
Attt M, K. N. Hema .0.Bog 688, soswall, E.K.

Att: Mr. S. r. meamalin
Leaboard ¢4l Cempeny
Continental Bldg., Dollag, Tonas Hagaclia etroleex Co.,

gt M, £ H. Vatkinos miles 1, Depns
¥arren Fetrolewm Corp., /ou Conservation Compicsicn
Houaton, Tewas benta Fa, New Mexico
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FORM 197 SUNRAY

SUNRAY MID-CONTINENT OIL. COMPANY

P, 0. 30X 2089

e, Nursey B. Morgam TULSA. OKLAHOMA COPY
o Jeotreloun titounter Agpsesiated @il Ce.
2. 0 AN, N r.o.um TR, Nov Mamice
Mt Re. R, 1. Ngrtkingten My W « Poulens
Petvelaun Conpony Tidowder Agoveisted 811 Ge.
r. 0 7, Mdiand, P. 0. hem Telan, xishemn
-ﬁ: .'-‘-".3.?.‘-—‘::3: a;"i ﬁo.
Savdiemetite. hisiuns ..lf.ogs | X%
AsG: Wy, Jiumie Saped AsS: Wr. B. K. Cavin
Hadids 01) ant Mfining Co. Gulf 011 Cuwy.,
P. 0, Dux 3007, Beswul), B Port Vorth, Yowmc
A% W, L, N Rishaviess Ats: 7, BR. Cwrtisn, Jr.
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UNIT AGREEMENT TRM4-EX4
FOR THE DEVELOPMENT AND NPERATION OF THE
EAST BAGLEY UNIT
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the 4 day of
‘£2§;g§z£éégz__, 1954, by and between the parties subscrib-
ing, ratifying or consenting hereto, and herein referred to
ag the "parties hereto",

WITNESSETH:

WHEREAS, the parties hereto are the owners of working,
royalty or other oil or gas interests in the unit area sub-
jeét to this agreement; and

WHEREAS, the Commissioner of Public Lands of the State
of New Mexico (hereinafter referred to as "Commissioner")
is authogized by an Act of the Legislature (Sec. 3, Chap.
88, Laws 1943) as amended by Sec. 1 of Chapter 162, Laws
of 1951, to consent to and approve the develcopment or oper-
ation of State lands under agreements made by lessees of
State land jointly or severally with other lessees where
such agreements provide for the unit operation or develop-
ment of part of or all of any oil or gas pool, field or
area; and

WHEREAS, the Commissioner of Public Lands of the State
of New'Mexico is;authorized by an Act of the Legislature
{Sec. i, Chapter§l62. Laws of 1951) to amend with the
approval of lessée, any oil and gas lease embhracirsz State
lands so that the length of the term of said lease may coin-
czge with the ﬁ;rm of such agreements for the unit oper-
aéiou aind asvelopmeni ol part of or alil of any oil or gas
pool, field or area; and

WHEREAS, the 0il Conservation Commission of the State




ety

o page

S yv o) SN GEPE

ket banan et B

of New Mexico (hereinafter referred to as the "Commission®¥)
is authorized by an Act of the Legislature (Chap. 72, Laws
1935) to approve this agreement and the conservatiog pro-
visions hereof} and

WHEREAS, the parties hereto hold sufficient interests
in the East Bagley Unit Area covering the land hereinafter

described to give reasonably effective control of opera-

" tions therein; and

WHEREAS, it is the pufpose of the parties hereto to
conserve natural resources, prevent waste, and secure other
benefits obtainable through development and operation of
the area subject to this agreement under the terms, condi-
tions and limitations herein set forth.

NOW THEREFORE, in consideration of the premises and
the promises herein contained, the parties hereto commit
to this arreement their respective interests in the below
defined unit area; and agree severally among themselves as
follows:

1. UNIT AREA. The following described land is hereby
designated and recognized as constituting the unit area:

NEW MEXICO PRINCIPAL MERIDIAN, NEW MEXICO

Te 12 S., R. 34 E., Lea County

Sec. 4t S 1/2
Sec, 8: E 1/2
Sec, 9 All
containing 1,280 acres, more or less.
kExhibit "A"™ attached hereto is a map showing the unit
area and the boundaries and identity of tracts and leases
in said area to the extent kXnown to the Unit Operator. Ex-

hibit "B" attached hereto is a schedule showing to the ex-

Sent known to the Unit Operator the acreage, percentage and

-2
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kind of ownership of o0il and gas interests in all lands

in the unit area., However, nothing herein or in said
schedule or map shall be construed as a representation by
any party hereto as to the ownership of any interest

other than such interest or interests as are shown in said
map or schedule as owned by such party. Exhibits "A™ and
nB" shall be revised by the Unit Operator whenever changes
in ownership in the unit area render such revision neces-
sary.

All land committed to this agreement shall constitute
land referred to herein as Munitized land™ or ™land sub-
ject Lo this agreement™®.

2. UNITIZED SUBSTANCES., All oil, gas, natural gaso-
line and associated fluid hydrocarbons in any and all forma-
tions of the unitized land are unitized under the terms of
this agreement and herin are called "unitized substances®,

3. UNIT OPERATOR. Sunray 0il Corporation is hereby
designated as Unit Operator and by signature hereto commits
to this agreement all interests in unitized substances
vested in it as set forth in Exhibit "B", and égrees and
consents to accept the Jduties and obligations of Unit Opera-
tor for the discovery, development and production of uni-

tized substances as herein provided. Whenever reference is

b
L
(5]

'

. harain te the Unit Operator, such reference means the

-

Unit Operator acting in that capacity and not as an owner

of interests in unitized substances, and the term "working
interest owner" when used herein shall include or refer to
Unit Operator as the owner of a working interest when such
an interest is owned Dy ius

-3-
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L. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit
Operator shall have the right to resign at any time but
such resignation shall not become effective until a suc-
cessor Unit Operator has been selected and approved in the
manner provided for in Article 5 of this agreement. The
resignation of the Unit Operator shall not release the Unit
Operator from any liability or any default by it hereun-
der occurring prior to the effective date of its resigna-
tion.

Unit Operator may, upon default or failure in the

performance of its duties or obligations horesunder, be sub-

Jeet to removal by the same percentage vote of the owners
of working interests determined in like manner as herein
provided for the selection of a new Unit Operator. Such
reroval shall be effective upon notice thereof to the Com-
missioner.

The resignation or removal of the Unit Operator under
this agreement shall not terminate his right, title or
interest as the owner of a working interest or other inter-
est in unitized substances, but upon the resignation or
removal of Unit Operator becoming effective, such Unit Oper-
ator becoming effective, such Unit Operator shall deliver
possession of all equipment, materials and appurenances used
in conducting the unii operations and owned by the working
interest owners to the new duly qualified successor Unit
Operator or to the owners thereof if no such new Unit Opera-
tor is elected, to be used for the purpose of conducting
unit operations hereunder, Nothing herein sualil bte construed
as authorizing removal of any material, equipment and appur-

enances needed for the preservation of any wells.
_ e
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5. SUCCESSOR UNIT OPERATOR. Whenever the Unit Opera-
tor shall resign as Unit Operator or shall be removed as
hereinabove provided, the owners of the working interests
according to their respective acreage interests in all
unitized land shall by a majority vote select a successor
Unit Operator; provided that, if a majority but less than
65 per cent of the working interests qualified to vote is
owned by one party to this agreement, a concurring vote of
sufficient additional parties, so as to constitute in the
aggregate not less than 65 per cent of the total working
iﬂterests, shall be required to select a new cperator.

Such selection shall not become effective until (a) a Unit
Operator so selected shall accept in writing the duties ana
responsibilities of Unit Operator, and {b) the selection
shall have been approved by the Commissioner. If no suc-

cessor Unit Operator is selected and qualified as herein

provided, the Commissioner at his election may declare this

unit agreement terminated.

6. ACCCUNTINN PROVISIONS. The Unit Operator shall
pay in the first instance all costs and expenses incurred
in conducting unit operations hereunder and such costs and
expenses and the working interest benefits accruing here-
under shall be apportioned among the owners of the unitized
working interests in accordance with an operating agreement
by and between the Unit Overator and the other owners of
such interests, whether one or more, separately or collec-
vively. Anv agreement or agreements entered into between

the working interest owners and the Unit Operatocr

§0

S DrNe-—
nre
vided in this article, whether one or more, are herein re-

ferred to as the "Operating Agreement™. No such agreement
-5-

o .
e ER e A

-




ERAIN Tl RS SRR S D

%
LT a7 R auins

A

o,

At W

A S el Mk s e,

]

shall be deemed either to modify any of the terms and con-
ditions of this Unit Agreement or to relieve the Unit
Operator of any right or’obligation established under this
unit agreement, and in case of any inconsistencies or con-
flict between this unit agreement and the operating agree~
ment, this unit agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except
as otherwise 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, allecating and distri-
buting the unitized substances are nereby dclegated to and
shall be exercised by the Unit Operator as herein provided.
Acceptable evidence of title to said rights shall be deposi-
ted with said Unit Operator and, together with this agree-
ment, shall constitute and define the rights, privileges and
obligations of Unit Operator. Nothing herein, however, shall
be construed to transfer title to any land or to any lease
or operating agreement, it being understood that under this
agreement the Unit Operator, in its capacity as Unit Oper-
ator, shall exercise the rights of possession and use vested
in the parties hereto only for the purposes herein specified.

8. DRILLING TO DISCOVERY. Within 60 days after the
effective date hereof, the Unit Operator shall commence
operations upon an adeguate .est well for oil and gas upon
some part of the lands embraced within the unit area and
shall drill said well with due diligence to a depth suffi-
cient to test the Devonian formation or to such a depth as
unitized substances shall be discovered in paylng quanti-

ties at a lesser depth or until it shall, in the opinion of
b
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bhe.Unit Operator, be determined that the further drilling
of said well shall be unwarranted or impracticable; provi-
ded, however, that Unit Operator shall not, in any event,
be required to drill said well to a depth in excess of

13,500 feet. Until a discovery of a deposit of unitized

- substances capable of being produced in paying quantities,

Unit Operator shall continue drilling diligently, one well
at a time, allowing not more than six months between the
completion of one well and the beginning of the next well,
until a well capable of producing unitized substances in
paying quantities is completed to the satisfaction of the
Commissioner, or until it is reasonably proven to the satis-
faction of the Unit Operator that the unitized land is in-
capable of producing unitized substances in paying quanti-
ties in the formations drilled hereunder.

Any well commenced prior to the effective date of this
agreement upon the unit area and drilled to the depth pro~
vided herein for the drilling of an initial test well shall
be considered as complying with the drilling requirements
hereof with respect tc the initial well. The Commissioner
may modify the drilling requirements of this section by
granting reasonable extensions of time when in his opinion
such action is warranted. Failure to comply with the drill-
ing provisions of this article shall automatically terminate
this agreement as to all its terms, conditions and provisions
and all rights, privileges and obligations granted by this
unit 2greement shall cease and terminate as of the date of
any such default.

9, PARTICIPATION AFTER DISCOVERY. Upon completion of
a well capable of producing unitized substances in paying

-7
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quantities, the owners of working interests shall parti-
cipate in the production therefrom and in all other pro-
ducing wells which may be drilled pursuant hereto in the
proportions that their respective leasehold interests covered
hereby on an acreage basis bears to the total number of
acres committed to this unit agreement, and such unitized
substances shall be deemed to have been produced from the
respective leasehold interests participating therein. For
the purpose of determining any benefits accruing under this

agreement and the distribution of the royalties payable to

the State of New Mexico, each separate lease shall have
allocated to it such percentage of said production as the
aumber of acres in each lease respectively committed to this
agreement bears to the total number of acres committed hereto.
Notwithstanding any provision contained herein to the

contrary, each working interest owner shall have tl  ~ight to

take such owner's proportionate share of the unitized sub-

e e e

stances in kind‘or to personally sell or dispose of the same,
and nothing herein contained shall be construed as giving or
granting to the Unit Operator the right to sell or otherwise
dispose of the proportionate share of any working interesp
owner Wwithout specific authorization from time to time so

to do.

10. ALLOCATION OF PRODUCTION. All unitized substances
produced from each tract in the unitized area established
under this agreement, except any part thereof used for pro-
duction or development purposes hereunder, or unavoidably
lost., shall he deamed to he wreduccd cguc
basis from the several tracts of the unitized land, and for

the purpose of determining any benefits that accrue on an

-8~
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acreage basis, each such tract shall have allocated to it
such percentage of said production as its area bears to the
entire unitized area. It is hereby agreed that production
of unitized substances from the unitized area shall be
allocated as provided herein, regardless of whether any wells
are drilled on any particular tract of said unitized area.

11. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES.
All rentals due the State of New Mexico shall be paid by the
respective lease owners in accordance with the terms of their
leases.

All royalties dus the State of New Mexico under the

 terms of the leases committed to this agreement shall be com-

puted and paid on the basis of all unitized subsiances allo~-
cated to the respective leases committed hereto; provided,
however, the State shall be entitled to take in kind its
share of the unitized substances allocated to the respective
leases, and in such case the Unit Operator shall make delive

eries of such royalty oil in accordance with the terms of

. the respective leases,

If the Unit Operator introduces gas obtained from sources
other than the unitized substances into any producing forma-
tion for the purpose of repressnring, stimulating or increas-
ing the ultimate recovery of unitized substances therefrom,

a like amcunt of gas, if available, with due allowance for
loss or depletion from any cause may be withdrawn from the
formation into which the gas was introduced royalty free as
to dry gas but not as to the products extracted therefrom;
provided, that such wit hdrawal shall he at such time as may
be provided in a plan of operations consented to by the Com-
missioner and approved by the Commission as conforming to

“9-
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good petroleum engineering practice; and provided further,
that such right of withdrawal shall terminate on the termi-.
nation of.this unit agreement.

If any lease committed hereto is burdened with an over-
riding royalty, payment out of production orother charge in
addition to the usual royalty, the owner of each such lease
shall bear and assume the same out of the unitized substances
allocated to the lands embraced in each such lease as pro-
vided herein.

12. LEASES AND CONTRACTS CCONFORMED AND EXTENDED IN-
SOFAR AS THEY APPLY TO LANDS WITHIN THE UNITIZED AREA. The
terms, conditions and provisions of all leases, sub-leases,
operating agreements and other contracts relating to the
exploration, drilling development or operation for oil or
gas of the lands committed to this agreement, shali, upon
approval heraiof by the Commissioner be and the same are here-
by expressly modified and amended insofar as they apply to
lands within the unitized area to the extent necessary to
make the same conform to the provisions hereof and so that
the length of the secondary term as to lands within such
arez will be extended insofar as necessary to coincide with
the term of this agreement and the approval of this agree-
ment by the Commissioner and the lessee shall, without fur-
ther action of the Commissioner or the lessee, be effective
to conform the provisions and extend the term of each such
lease as to lands within the unitized area to the provi-
sions and terms of this agreement; but vinerwice tn remain
in full force and effect. Each lease committed to this
agreement, insofar as it applies to lands within the uniti-
zed area, shall continue in force beyond the term provided

-10-
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therein so long as this agreement remains in effect, pro-
vided, drilling operations upon the initial test well pro-
vided for herein shall have been commenced or said well is
in the process of being drilled by the Unit Operator prior
to the expiration of the shortest term lease committed to
this agreement. Termination of this agreement shall not
affect any lease which pursuant to the terms thereof or any
applicable laws shall continue in full force and effect
thereafter. The commencement, completion, operation or
production of a well on any part of the unit area shall be
respectively construed and considered as the commencement
or completion or operation or production of a well within
the terms and provisions of each of the oil and gas leases
to the same extent as though such commencement, completion,
operation or production was carried on, conducted and/or

obtained from any such leased tract.

A s e

Any lease having only a portion of its lands committed
hereto shall be segregated as to the portion committed and
to the portion not committed, and the terms of such lease
shall apply separately to such segregated portions commen-

cing as of the effective date hereof. Notwithstanding any

B TVXTN 15

of the provisions of this agreement to the contrary, any
lease smbracing lands of the State of New Mexico having only
a portion of its lands committed hereto shall continue in
full force and effect beyond the term provided therein as to
all lands embraced in such lease, if unitized substances are
discovered and are capable of being producced in paying ouan-
tities from some part of the lands embraced in such lease

committed to this agreement at the expiration of the secondary

-1]1 -
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term of such lease; or if, at the expiration of the secon-
dary term, the lessee or the Unit Operator is then engaged
in bona fide drilling or reworking operations on some part
of the lands embraced in such lease, the same as to all
lands embraced therein shall remain in full force and effect
so long as 3uch operations are being diligently prosecuted,
and if they result in the production of unitized substances,
said lease shall continue in full force and effect as to
all of the lands embraced therein, so long thereafter as
unitized substances in paying quantities are being produced
from any portion of said lands.

13. CONSERVATION. Operations hereunder and production
of unitized substances shall be conducted to provide for the
most economical and efficient recovery of said substances
without waste, as defined by or pursuant to State laws or
regulation.

14. DRAINAGE. The Unit Operator shall take approp-
riate and adequate measures to prevent drainage of unitized
substances from unitized lands by wells on land not subject
to this agreement.

15, COVENANTS RUN WITH LAND. The covenants herein
shall be construed to be covenants running with the land with
respect to the interests ¢f the partics herets and their
successors in interest until this agreement terminates, and
any grant, transfer or conveyance, of interest in land or
leases subject hereto shall be and hereby is conditioned
upon the assumption of all privileges and obligations here-
under by the grantee, transferee, or other successor in
interest., No¢ assignment or transfer of any working, royalty

or other interest subject hereto shall be binding upon Unit
' -12~
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Operator until the first day of the calendar month after
Unit Operator is furnished with the original, photostatic
or certified copy of the instrument of transfer.

16. EFFECTIVE DATE AND TERM. This agreement shall
become effective upon approval by the Commissioner and
ehall terminate in two yéars after such date unless {(a) such
date of expiration is extended by the Commissioner, or (b)

a valuable discovery of unitized substances has been made on
unitized land during said initial term or any extension
thereof in which case this agreement shall remain in effect
so long as unitized substances can he produced from the
unitized land in paying quantities, and, should producticn
cease, sSo long'thereafter as diligent operations are in
progress for the restoration of production or discovery of
new production and so long thereafter as the unitized sub-
stances so discovered can be produced as aforesaid. This
agreement may be terminated at any time by not less than 65
per cent on an acreage basis of the owners of the working
interests signatory hereto with the approval of the Com-
missioner. Likewise, as provided in Article 8 hereof, the
failure to comply with the drilling provisions of this unit
agreement shall as of the date of any such default, auto-
matically terminate this unit agreemert.

17. RATE OF PRODUCTION. All productlon and the dis-
posal thereof shall be in conformity with allocations, allot-
ments and quotas made or fixed by the Commission and in con-
Tormity with all applicable laws and lawful repgulations.

18. APPEARANCES. Unit Operator shall, after notice to
other parties affected, have the right to appear for and on

behalf of any and all interests affected hereby before the

~13-
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Commissioner of Public Lands and the New Mexico 0il Con-
servation Commission and to appeal from orders issued under
the regulations of the Commissioner or Commission or to
apply for relief from any of said regulations or in any pro-
ceedings relative to operations pending before the Commis-
ioner or Commission; provided, however, that any other interested
party shall also have the right at his own expense to appear
and to participate in any such proceeding.
19. NOTICES. All notices; demands or statements re-
uired hereunder to be given or rendered to the parties here-
to shall be deemed fully given,if given in writing and per-
sonally delivered to the party or sent by
mail, addressed to such party or parties at their respective
addresses set forth in connection with the signatures hereto
or to the ratification or consent hereof or te such other
éddress as any such party may have furnished in writing to
party sending the notice, demand or statement. .
20. UNAVOIDABLE DELAY. All obligations under this agree- .
ment requiring the Unit Operator to commence or continue drill- :
ing 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 com-
plying with such obligations, in whole or in part, by strikes,
war, acts of God, Federal, State or municipal law or agen-

cies, unavoidable accidents, uncontrollable delays in trans-
portation, inapiliiy Lo & in necessary materials in open
market, or other matters beyond the reasonable controll of

the Unit Operator whether similar to matters herein enumerated

or not.
~1h-
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21, LOSS OF TITLE. In the event title to any tract
of unitized land or substantial interest therein shall
fail and the true owner cannot be induced to join the Unit
Agreement 80 that such tract is not committed tO this agree-
ment or the operation thereof hereunder becomes impractica-
1e as a result thereof, such tract may be eliminated from
the unitized area, and the interest of the parties readjusted
as a result of such tract being eliminated from the unitized
area. In the event of a dispute as to the title to any
royalty, working or other interest subject hereto, the Unit
Ober’tor may withhold payment or delivery of the allocated
portion of the unitized substances jnvolved on account thereofl
without liability for intersst until the dispute is finally
settled, provided that no payments of funds due the State of
New Mexico shall be withheld. Unit Operator as such is re-
lieved from any responsibility for any defect or failure of
any title hereunder.

22. SUBSEQUENT JOINDER. Any oil or gas interest in
1ands within the unit area not committed hereto prior to the
submission of this agreement for final approval either by
the Commission or Commissioner may be committed hereto by
the owner Or owners of such rights subscribing or consent-
jng to this agreement or executing a ratification thereof,
and if such owner {s also a working interest owner, by sub-
scribing to the operating agreement providing for the alle-
cation of costs of exploration, development and operation.
After operations are commenced hereunder, the right of sub~
sequent jolndsr By 2 working interest OWNeT shall be subject
to all of the requirements of any applicable operating agree-
ment between the working interest owners relative to the

-15~
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allocation of costs of exploration, development and opera-
tion. A subsequent joinder shall be effective as of the
first day of the month following the filing with the Com-
missioner and the Commission of duly executed counterparts

of the instrument or instruments committing the interest of
such owner to this agreement, bul such joining party or par-
ties before participating in any benefits hereunder shall be
required to assume and pay to Unit Operator their proportion-
ate share of the unit expense incurred prior to such partyts
or partiest joinder in the Unit Agreement, and the Unit Oper-
ator shall make appropriate adjustments caused by siich join-
der, without any retroactive adjuatment of revenue,

23. COUNTERPARTS. This agreement may bs exscuted in
any number of counterparts, no one of which needs to be exe-
cuted by all parties or may be ratified or consented to by
separate instrument in writing specifically referring hereto,
and shall be binding upon all those parties who have executed
such a counterpart, ratification or consent hereto with the
same force and effect as if all such parties had signed the
same document and regardless of whether or not it is execu-‘
ted by all other parties owning or claiming an interest in
the lands within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties herseto have

caused this agreement to be execuved as of the respactive
dates set opposite their signatures.,

SUNRAY OIL/QORPORATION

ATTEST: B .~
//// P L By([b17:Zzﬁbc4éZLA¢f/\‘
LD i s vio. President
ASSISTANT Secretary Address: P, 0. Rax 2039
Tulsa, Oklahamn
- Date (2 2o S

UNIT OPERATOR AND WORKING
INTEREST OWNER

~-16~
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—Kssetant _ oecrerary

Date:? -;L/7LJ§J/' .

ATTEST:

Dates___

ATTEST:

s

JgsslsTm}; Secretary

pate:  3-2¥3% —

v
Date? pEC 22 1954

g

ATTEST:

ﬁs,aSecretary

MAR 25 1958

Date:*

ATTEST S
c T - Secret%%% :;

"
210

Date?’

F S
SR T

HU

By_

Fort Worth, Texas

L & RE

Cteven

FINEﬂG COMPANT 1RADE

/] ar

o.K
{ALEY

Address:

MAGNOLIA PETRO

‘—__rj!igci;i_E!J£Za_,__i,—»
By

VoA ﬁresident

Address:?

PHILLIPS PE

Vicc Pres dent ;
== 2 o -
o . - :;
4/_;"

oo liord, T

LEUM COMPANY

~3
(P

-

ol  LILD

TROLEUM COMPANY

Address:

-17-

Dallas
TI1DE WATER ASSOCGIA

By P
Vice}?resident

Addressi

y
4 o &,

e

Texas
0Tl COMPANY

1400 Continental Bldg-.

275

M
Uz £ 2

/

M CORPORATION
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Billy Bert Childers

Address:__

TEUJRFTbWE”
Address:

0

A
Address:

S M

//j o LS 5?744

@ 7. ,MJ,/,

eal

Address:

(Db Bk,

ézégéuﬁauu( )77</\~

RaIpE Nix
Address:

Address:

Address:

Address:

M & M PRODUCTION COMPANY

By

President

ATTEST:

“Jecretary

Address:

rrances N1iXx

Address:?

Address?

Address:

Address:
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New Mexico
2. Corp.

state o (et can ;
353
COUNTY OF _KLzz2/> )
On this &/ _ dav oféé%i%%%;ﬁi%;gfzi 195)~, before me
personally appeared Z — (F Lr R

to me personally known,

Board of Dlrectors, and said
acknowledged said instrument to
said corporation.

IN WITNESS WHEREQF, I have hereunto set my hand and affixed
my official seal on thls, the dav and Vear last above written.

W%ﬂ%

7 Notary Pubdic

My Commission Expires:

b— /-S4
STATE OF __ T.IiiS )

)SS

COUNTY OF _ T.RRUT )

On this s=2* dav of 227 L , 195§ , before me
personally appeared b 3urﬁ
to me personaliv known, who being by me duly sworn, did say
that he is the _ Vlce President of

Gulf Cil Corporation
and that the seal affixed to said instrument is the corporate
seal of said corporation, and that said instrument was signed
and sealed in behalf of said corooratlon by authority of its
Board of Directors, and said NP SN AN
acknowledred said 1nstrumenb to be the free act and deed of
said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal on this, the dav and vear last above
written.

4 _
o

v

}} /; / /
4QQJhL/§7;4x4 O
Notary PubXi:

BT o <X F

My Jommission Expires:

A,

x4m4¢1_5 ’r9SS

=

[P
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New Mexico
2. UOI‘p.

STATE OF TEX/S )
) SS

COUNTY OF HARRIS

gy : On this ZQ dav of ézzgeé;éi , 1954 , before me

4 ; personally appeared _DAVID Frir = R
£ to me personally known, who being by me duly sworn, did say
i that he is cC-President of

HU\‘EU’. OlL & REHN. IO S ORXIND)
and that the seal affixed to said instrument is the corporate
seal of said corporation, and that said instrument was signed
and sealed in behalf of said corperation by authority of its
Board of Directors, and said _DAVID FRAME

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

R R ST T RIS Y- ot A~ - w

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
my official seal on this, the day and year last above written.

N

A X __ms searo ;_
Notary Publicyorary pusuc iN aND FOR !
HARRIS COUNTY, TEXAS

SRR ST

My Commission Expires:

Wy Commission Expires June 1, 1995 s

STATE OF Q& ls Bp pue. )

)SS

COUNTY OF _(Jpehiusfpr )

On this _a2¢ dav of , 1954 |, before me
personally appeared, e. 0. .
to me perscinerly knnwn, who being by me dulv sworn, did say
that he is the President of

At o

and that the seal affixed to said instrukent fis the corporate
seal of said corporation, and that said instrument was signed i
and sealed in behalf of said corporation by authority of its e
Board of Directors, and said LD ;
acknowledged said instrument to be the free act and deed of
said c.rporation.

. Sl g AR e N, BT

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal on this, the day and vyear last above , !
written.

4
?
;
o
£
i

)qaaL4L~<' fzixeﬁhﬂz

Notarv Publi:

Mv Commission Expires:

/Zr-fg/5§7




New Mexico
2. vorp.

"STATE OF%

= ; COUNTY OF__~ =, a

+ ! On thwﬁ(f" davj é?( % s 19547, before me
E : personally appeared

: to me personally %gzynCQGho being by me duly sworn, did say
i that he is the President of

: Tide .

and that the seal affixed to saif ’ﬁMt is the corporate
seal of said corporation, and that said instrument was signed
and sealed in behalf of said corpora&i7n<§¥‘2ﬁg§}rit of its
Board of Directors, and said }Alzy
acknowledged said instrument to te €ffe free act and deed of
said corporation.

R S A

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
my official seal on this, the day and vear last above written.

Notary Publ%f;f\

v Commission Expires: i

7"7 Wéjé /9\54

E- STATE OF (OBfphorea . )
208 | )ss :
b 1 SOUNTY OF Deeboa ) 1

On thiz _Jojd day ”f_j%}&&Qﬂéi@&_ 1854 , before me
personally appeared, _ #- & Xzzedor
to me personally known, who being by me duly sworn, did sav

that he is th) {Lee re31dent of
and that fhe seal affixfd to said 1nstrument is the corporate
and that said instrument was signed

seal of oald corporation,

and sealed in behalf of said corporaticn by anthority of its
Board of Directors, and said AN O.

acknowledged said instrument to be the free act and deea of
said corporation.

2 AT ORI S T

A
o
SR

oy

ol Rac g A sy

} W4 WITHNESS WHEREOF, I have hereunto set mv hand and
iv ed my official seal on this, the day and year last above
itten 1

YT

Notafr Public

v Commission Bxpires:

3. 4's7




e O A S SRR T £ <5 - A T ORI . ooy s © mrmt o e

New Mexico
2. Jorp.

STATE OF A ytaa)
SOUNTY OF Dallne )

On this 34‘"-dav of  Leetswter 1954% , before me
b

personally appeared J. W. Rawley
to me personally known, who being by me duly sworn, did say
that he is the o Geee _ President of

and that the seal affixed to said instrument is the corporate
seal of said corporation, and that said instrument was signed
and sealed in behalf of said corporation by authority of its
Board of Directors, and said J. W. Rawley

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

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
my official seal on this, the day and year last above written.

PP e wwé_é&*%,
fNotary Public

faarrarct Conmolly

My Commission Expires: hotary Pasis, Duliss Connty, Taae

ﬁmﬂb [ STESE

(24

-
STATE OF __ Jence) )
}ss

SOUNTY OF g:fg»;,g )

On this &5 dav of j{ﬁ bJ&LQ\. 1955 , vefore e
personally appeared &m_ CHAN
to me personallv known, who being by me duly sworn, did say
that he is the _ vis-  President of

YAGNOLTA PETROLEUM COMraNY—

and that the seal affixed tc s2id instrument is the corporate
seal of said corporation, and that said instrument was signcd
and sealed in behalf of said corporation by authority ot its
Board of Directors, and said P

acknowledsred said instrument to be the free act and deed of
said corporation.

IN WITHESS WHRERKOF, I have hereunto set my hand and

affixed my official seal on this, the day and yaar last above
I tton.

wWriltiten

BRI A G 5 N

rv PUbllu

, Notary Publie

Mv Commission Expires: LADYY
Cosxxy, Texus

¢ Lo 5S
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New Mexico

2. Jorp.
STATE OF )
) SS
COUNTY OF )
On this day of s 195___, before me

personally appeared
to me personallv known, who being by me duly sworn, did say
that he is the v President of

and that the seal affixed to said instrument is the c¢orporate
seal of said corporation, and that said instrument was signed
and sealed in behalf of said corporaticn by authority of its
Board of Directors, and said
acknowledged said instrument to be the free act and deed of
said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
my official seal on this, the day and year last above written.

Notary Public

My Commission Expires

STATE OF )
. )SS
COUNTY OF ’ )
On *his:*_-_m day of , 195 , before me

personally appeared,
to me personallv known, who being by me duly sworn, did say
that he is the _ President of

and that the seal affixed to said instrument is the corporate
seal or said corporation, and that said instrument was signed
and sesaled in bchalf cf °°*ﬂ corperation by antherity of its

Board of Directors, and said
acknowledpged said instrument to be the free act and deed of

said corporation,

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal on this, the day and year last above
written.

Notarv Public

Mv Commission Expires:
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3 Individual
New Mexico

Ny
STATE OF AA4»\2L¢L34L7 g
COUNTY OF 411~L4} )

On this 2/ day ©
sonally appeare
to me personally known to the person
cuted the foregoin instrument, and acknowledged that Lhe*__execu-
ted the same as 2 free act and deed.

IN WITNESS I have hereunto set my hand and official seal

the day and year in thié certificate above written.
My Comni;gion Expires:

. 22 -SF
~““Yotary FﬁSé%c

S5

\

STATE OF )
)Ss

COUNTY OF )

On this day of , 195__, before me per-
sonally appeare :
to me personally ¥nown to be the person Jescribed in and who exe-
cuted the foregoing instrument, and acknowledged that __he ___execu-
ted the same as free act and deed.

IN WITNESS WHEREOF, 1 have hereunder set my nand and official
seal the day and year in this certificate first above written.

My Commission Expires:

Notary Public

STATE OF )
1SS
COUNTY OF )
On this day of , 195 before me per-
sonally appeared
to me personally Known to be the person ___ﬁescribed in and who exe-
cuted the foregoing instrument and acknowledged that ___he execu-

ted the same as free act and deed.
IN WITNESS WHEREOF, I have hereuntc seb my hand and official seal
the day and year in this certificate jast above written.

My Commission Expires:

Notary Public




B f
3 Individual
New Mexico
: STATE OF )
| )sS
g COUNTY OF )
; On this day of » 195_, before me per-
i sonally appeared
to me personally known to be the person described in and who exe-
cuted the foregoing instrument, and acknowledged that he execu-
ted the same as free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and official seal
the day and year in this certificate above written.
My Commission Expires:

i SR M1 AR e

Notary Public

STATE OF )
)8s

COUNTY OF ) ;
: On this _ day of . 195, before me per-
j sonally appeared .
: to me personally known to be the person described in and who exe-
] cuted the foregoing instrument, and acknowledged that __he ___ execu-

ted the same as free act and deed.

IN WITNESS WHEREOF, I have hereunder set my hand and official
seal the day and year in this certificate first above written.,

My Commission Expires: : 'c:’

Notary Public

the day and year in this certificate last above written.

STATE OF )
».‘.; . )SS
- COUNTY OF )
- i
. On this day of , 195 | before me per- ‘
E' sonally appeared
2 to me personally known to be the person ___described in and who exe- |
t cvoted the foregoing instrument and acknowledged that __ he execu-
3 ted the same as free act and deed.
. IN WITNESS wWHprkEOF, I have hereunto set my hand and official seal

My Commission Expires:

Notary Public



3 Individual
New Mexico

STATE OF )
)ss , :
COUNTY OF ) i
On this day of » 195_, before me per-
sonally appeared
to me personally known to be the person described in and who exe-
cuted the foregoing instrument, and acknowledged that he__ execu-
ted the same as free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and official seal
the day and year in this certificate above written.
My Commission Expires:

‘Notary Public

STATE OF )
)8S

COUNTY OF ’ )

On this day of , 195___, before me per-
sonally appeare .
to me personally known to be the person described in and who exe-
cuted the foregoing instrument, and acknowledged that __he ___execu-
ted the same as free act and deed. :

IN WITNESS WHEREOF, 1 have hereunder set my hand and official
seal the day and year in this certificate first above written.

s

SH
S Eld

S

My Commission Expires:

Notary Public

TR s
R ot e B

STATE OF ) 1 | , SR
1SS 7
COUNTY OF )
Nrn +hia Ansr n€ 1G85 hefnre mea ner-
s Wil e Aa ¥ ~ A —_——? -— g 9 e A AR
sonally appeared
to me personally known to be the person described in and who exe-
cuted the foregoing instrument and acknowledged that he execu-

ted the same as free act and deed.
IN WITNESS WHEREOF, I have hereunto set my hand and official seal
the day and year in this certificate last above written.

My Commission Expires:

Notary Public



EXHIBIT "A%

(Attached to and made a part of Unit Agreement for the
Development and Operation of the East Bagley Unit,
Lea County, New Mexico)
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EAST BAGLEY
LEA COUNTY,

EXHIBIT "B"

UNIT AREA
NEW MEXICO

TOWNSHIP 12 SOUTH, RANGE 34 EAST

SCHEDULE SHOWING THE PERCENT

AGE AND KIN

D OF OWNERSHIP OF OIL AND GAS

- INTERESTS IN ALL LANDS IN THE UNIT AREA
Tease No. and Basic Payments oub 5T Production
Tract Description No. of Expiration Royalty & and Overriding Royalty Working Interest
No. of land Acres Date of Lease Percentage and Percertage Qumer
All in T. 128., R. 34E.
1. Sec. bt SW 1/L 160 E-1233 State of New
3-10-57 Mexico All None Phillips Petroleunm Company
2. Sec. 43 SE 1/L 160 E-249 gtate of New Gulf 031 Corporation
L~10-55 Mexico All None (subject to centract with
gunray 0il Cecrp. and
geaboard Oil Co.)
3. Sec. 9: N-1/2NE-V4. 80 E-7553 State of New Ralph Nix and wife, Sunray 0il Corporation 2nd
. 11-17-63 Mexico All Frances Nix geaboard 0il Company (5--26000)
] 1/16 of 7/8
‘L. Sec. 93 N-/2 MW=l 120 E-2792 State of New Caswell S. Neal and
Sec. 8: NW-1/4 SE-V/4 7-11=-59 Mexico All wife, Eva F. Neal Sunrayv 0il Corporation and
$250.00 per acre out  Seaboard 0il Company (5-25998)
of 1/16 of 7/8
5, Sece 9: S-1/2 NW-1/ 80 £-250 State of New Gulf 0il Corpcration
L, ~10-55 Mexico All None (subject to contract with
Sunray 0il Corp. and
Seatoard 0il Co.)
6. Sec. 9 SW-UANEAA 1O E-1234 State of New Magdalene Pearl Chil-
‘ 3-10-57 Mexico All  ders 5/8 of 1/8 of 78
. mvww% Bert Childers Sunray Oil Corporation and
3/8 of 1/8 of 7/8 geaboard 0il Company (5-35987)
,w. Sec. 9: mmL\*ZMLCF 40 E-1234 gtate of New Ralph Lowe & M. & M. Humble Oil & Refining Company
3-10-57 Mexico All Production Company

$150,00 per acre out
of 1/16 wm 8/8

e e e ——— AR 1 AT IR P




8.

9

10.

11.

)

Sec. 93 SE-1/4 160

Sec. 9: SwW-1/4 160

Jec. 8: S-1/2 SE-14, 120
NE-V/4 SE-1/i:

Sec. 8: NE-1/4 160

e TP

B-T2uts

E-3502
5-10-60
E-8332
7-20-6L

E-3055
11-10-59

g

[ N ,si,iw_csntﬂ%wg(ﬁnﬁ,w.«&‘ R e

State of New
Mexico All

State of New
Mexico All
State of New
Mexico All

State of New
Mexico >Hw

None

None

None

None

Tidewater Associated 0il
Company

Magnolia Petroleum Compary

Sunray Oil Corporation and
Seaboard 0il Company (S=259L1)

Warren Petroleum Company

11

STATE TRACTS, CONTAINING 1,280 ACRES

OR 100% of UNIT AREA




RN PR L e s e n

2 ' L

CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
OF UNIT AGREEMENT FOR DEVELOPMENT AND OPERATION
OF EAST BAGLEY UNIT AREA, LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, an agreement
for the develcpment and operation of the East Bagley Unit Area, Lea
County, New Mexicc, dated the Z day of 954, in which
the Sunray 0il Corporation is designated as Operator, and which nas
been executed by various parties owning and holding oil and gas leases
embracing lands within the unit area, and upcn examination of said
Agreement, the Commissioner finds:

(a) That such Agreement will tend to promote the conservation
of oil and gas and the better unitization of reservoir
energy in said field;

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

“{c) That the Agreement is in other respects for the best interest
of the State;

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

NOW THEREFORE, by virtue of the authority conferred upon me by
the Laws of the State of New Mexico, I, the undersigned Commissioner
of Public Lands of the State of New Mexico, for the purpose of more
properly conserving the oil and gas resources of the State, do hereby
consent to and approve the above referred to East Bagley Unit Agreement
as to the lands of the State of New Mexico committed thereto, and all
0il and gas leases embracing lands of the State of New Mexico committed
to said Agreement shall be and the same are hereby amended so that
the provisions thereof will conform to the provisions of said Unit
Agreement and so that the length of the secondary term of each such
lease as to the lands within the unit area will be extended, insofar
as necessary, to coincide with the terms of said Unit Agreement, and
in the event the term c¢f said Unit Agreement shall be extended as
provided therein such extension shall also be effective to extend the
term of cach cil and gas lease embracing lands of the State of New
Mexico committed to said Unit Agreement which would otherwise expire,
so as to coincide with the extended term of such Unit Agreement.

IN WITNESS WHEREOF, this certificate of approval is executed as
of this the _,5* day of Y, 6§LL£, , 1354

e~

Commissioner of "Public Lands of the
3tate of New Mexico.
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BEFCRE THE OIL CONSERVATION COMMISSTON
STATE CR NREY VIBEXTICO
IN THE FATTER oOF THE HEARING
CALLED Ry THE OIL CONSERVATTON
COMMISSION OF NEW MEXICO FOR THE
POSE oF CONSIDERING:

CASE NO.
THE APPLICATION OF SUNRAY O71L
CORPORATION FOR APPROVAL OF THE
EAST B UNIT AGREEMENT

EMBRACING 1,280 ACRES, MORE OR
COUNTY

» LEA COUNTY, gy MEXTCO,
WITHIN TOWNSHIP 1o S., RANGE 34 g,
N.M.P.M.

New Mexico 0i1 Conservation Commission
Santa Fe, New Mexico

at Tulsa, Oklahoma, and files herewith three copie

Unit Agreement for the Devalopment and Operation o

Unit Areg, LeaFCounty, New Mexico, ang hereby mak

of said Unit Agreement ag
port thereof, shows:

the approval

NEW MEXTCo PRINCIPAT, I‘-ERIDIAN2 NEW MEXTCO
T. 12 5., R. 34 E.
=< 2., R. 31 B,

Sec. 4: g2

Sec. 8. Es

Sec. 9: a1l

2. That the langs erbraceqd Within the Proposed uni

State lands .

3. That applicant ig informed 2nd beliaeves
mation ang belief, states:

stantial Parc of 211 5p the os3

o LY

cvent of the discovorv Ci DLl or was therean
s P 2

thay sas
Will perait the producing spe, to be develosped and
Interest of Conservation 00 The proavant:

with offices

,,,,, SACLIN 0P rata S5 Lk
SUudstianceog
3! Tt the Suae 01l Corporitionn > Uesignated ag un
in sz2ig nnig reenent, ond as coien o S SHEODPIC ndap

nvolveg > and inp

L4 unit A5

PPerated in the

S of the Proposedg
T the ERast Bagley
€5 application for

brovided by law, ang in sup-
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theresf to carry on 21l operatlions nccessary {or the development and
operation of the ualt arca for 01l #nd o, suvjoce Lo 4ll applicable
laws and resulations. That said unit agrecment provides for the cou-
mencement of a test well for oll and sas upon soune part of the lands
embraced in the unit area within 60 days from the effective date of
said unit agrecement and for the drilling thercof with due diligence,
to a depth sufficilent to test the Devonian forwation or to such a
depth as unitized substances shall be discovered in paying gquantities
1f at a lesser depth; provided, however, opsrator is not required in
any event to drill said well to 2 depth in excess of 13,500 feet.

5. That said unit‘agreement is in substantially the same form
as unit agreements heretofore approved by the Commissioner of Public
Lands of the State of New plexico and by the New Mexico 0il Conserva-
tion Commission, and it is believed that in the event o0il or gas in
paying quantifies is discovered on the lands within the unit area,
that the field or area can be developed more econowmically and effi-
ciently under the terms of said agreement, to the end that the maxi-
mum recovery will be obtained, and that said unit agreement is in the
interest ol the conservation of 0il and gas and the prevention of
waste as contemplated by the New tlexico Cil Conservation Commission
statutes.

O. That application is beins made for the approval of said unit
agreement by the Commissioner of Public Lands of the State cof

f. That upon an order being entered by the New lexico 01l Con-
servation Commission 2pproving swild unit ajreenent and after approval
thereof by tne Commissioner of Fublic Lands of the Stats of Mew Mexico,

I3}

an approved copy thereof will he file
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4 public hearial be held on the matter o0 the soneoval oF

soreencal and Lhat vwoon sild hearins oaid Lresneal 22 anprovoed
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% of conservation and prevention of waste.

% DATED this the day of RS ST

Respectfully submitted,

SUNRAY OIL CORPORATION
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Mgwil 7, 1955 4

mncmgtm
Lea Ceiiily, Sev Muxiee

800, 4, 8, 9, T-12-8 R348,

Gentlomans
Vo sslnndedge reseipt of the sbeve captiensd

ﬂtww-lﬁmrdm.fls.wu
eover ths flling fee.

nnub-mm\nmwm
it Agreement sd ewr offieial reseipt No. 78835 for the
£1ling fos was miled 40 you ths laisr part of Revember 19%.

Tour aprreved eopdoes of this Unit igresmemt were
propecily exsented Wy this Commission end given te M. Masom
en pril 5, 1955.

Yery tzuly yours,

E. S. W

COMMISSIONER OF PUBLIC LANDS

oo 0i1 chnrx-tim cmiuiu
Santa Yo,

United States Geolegical Survey
Resvell, New Mexice

RTT/
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BEPORE THE OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO

CASE N0, 79 ¢

Comss ¢ undersigned, the Sunray 0il Corporation, with offices
at Tulsa, Oklahoms, ana files herewith thaee copies of the proposed
Unit Agresment for the Development and Operation of the East Bagley
Unit Area, lea County, New Mexico, and hereby makes application for
the approval of said Unit Agreement as provided by law, and in sup-
port thereof, shows:

1. That the proposed unit area covered by said agreement embra-
o‘c 1,280 acres, more or less, more particularly desorided as follows:

Ma ‘f j}l
8ec. 8: B
Seec. 9:

2., T™at the lands embraced within the proposed unit area are all
State lands,
3. That applicant is informed and belleves, and upon such infor-

mation and bellef, states: That the proposed unit area covers a sub-
ctantial part of all of the geolsgical features involved, and in the
event of the discovery of o0il or zaa thereon, that said unit agreement
will permit the producing arex 10 be devsloped and operated in the
interest of conservation and the prevention of waste of the unitised
substances.

i That the Sunray 011 Corporation is desalgnated as unit operator

in said unit agreement, and as guch is glven authorlity under the terma




thereof to carry on all operations necessary for the development ard
operation of the unit area for oll and gas, subject to all applicabdble
laws and regulations. That said unit agreewent provides for the com-
menssment of a test wall for oil and gas upon some part of the lands
oubresed in the wnit ares within 50 days from the effective date of
sald wnit agresment snd for the drilling thereof with due diligense,
$0 & depth swfficient to test the Devonian forsation or to sueh a
depth as unitised substaness shall be discovered in paying quantities
Af at a lesser depth; provided, however, operator is not required in
any event to drill said well to a depth in excess of 13,500 feet.

5. That said unit agreement is in substantially the same forms
as unit agresments heretofore approved by the Commissionsr of Publie
Lands of the State of New Mexico and by the MNew Mexico Oil Conserva-
txumuou.m'uuummmtmmmutouormm
Paying quantities is discovered on the lands within the unit area,
that ths field or area can be developed more esonomically and effi-
oclently under the terwms of said agreement, to the end that the maxi-
num recovery will be obtained, and that said unit agreemsnt is in the
interest of the conservation of o1l and gas and the prevention of
waste as contemplated by the New Mexico 0il Conservation Commission
statutes.

6. That application is being made for the approval of said unit
agreement by the Commissioner of Public Lands of the State of New Mexico.

7. That upon an order being entered by the New Mexico 0il Con-
servetion Commission approving said unit agreement and after approval
Ui LY Ve Coemlissicnsr 32 DUbLiic Lands ol the State of New Mexico,
an approved copy thereof will be {filed with the New Mexico 011 Con-
servation Commission,

WHEREFORE, the undersigned appllcant respectfully requests that
a public hearing be held on the matter of the approeval of sald unlti
agreement and that upon said hearing, sald unit agreement ha annroved
by the New Mexico (Uil Conservation Commission as being in the interest
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of ecomservation and prevention of waste.

DATED this the O day of

» 1950,

Respeetfully submitted,
SRAY OIL CORPORATION

Authorized SignatUre
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i Divigion

Y
December 1, 1958 s /7

Svnray Mid-Contirent 011 Commany
P. 0. Box 2039
Tulsa 2, Oklahoma

Termination Agveement=
East Bagley Unit, all of

Section 9, the fast 1/2

of Section 8 and the South

1/2 of Section 4, Twp. 12&-

Rge. 34E, Lea County, New Mexico

P
it
'Y}

Centlemen:

We are enclosing one approved copy o7 the Termination
Agreement ior the Fast Bapley Unit, which was apwroved by
the Comrm ' =sioner of Public Lands Decembex 1, 1958.

This termination shall

be affective as of Noveambar
21, 1958 as set forth ‘n the T L

ermination Apreemenc,

Vary truly yours,
pMiasy W, MORGAN,
Commiceioner 6f Public Lands

ny:
Tad Blibharny, Supervisor

i
OOl o Gas Dlvision

O ~-Canian

1%
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- OlL. CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

November 2, 1954

NMr. Clarence Hinkls

Hervey, Low and Ninmkle

Piret National Bank Building

ROSWELL M N

Dear ¥r. Himkles

Through your applisation and le°ter received yesterday,

the foellowing cases have been added to the docket for the
November 17 hearing, and advertisements have beea issusd
for pablication i the Santa Fe and Hebbs papers:

Case 7941 Smrey Oi1 Corporatica's East
Saglay Tait Agreement

Case 795: Comtinemtsl (i1 Companyts Willixms
Ranch Unit Agreemeat

A copy of the notice of publication is attached.

Yery truly yours,

ATYT Ararovnvr 3 (o wict (3.4
At ans UWH‘.‘I:\'J‘\'&‘I".! c Y=3¢u.~

. A Sa b dors

HBM:iar For W. B. Macey, Secretary-Director
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LAW OFFiCES '

| :.‘:;:z:v:;;nu~waa '\} L\l,l‘it OFF{CE"MY. Dow & HINKLE . '
= :L:-:;::UI.::;K:: FIRST NATIONAL Bank Bu?LDtNG :
aEonaE H.Hu % 1im B} .., ROsSWELL New Mexico 5

WILLIAM C.8C el 74 L‘} - Y T 1 0 é(% - “;

HOWARD C BAATYON e er 29, ]_9:3}4- Tchiugn: 280 ;g

Mr. W. B. Macey

Executive Secretary

New Mexico 01l Conservaticrn Commission
Santa e, New Mexico

Re: East Bagley Unit Agreement
Dear Mr. Macey:

We are in the process of preparing a unit agreement and appli-
cations for approval of the same by the Conservation Commisslon
and by the Commissioner of Public Lands; however, due to the
mimeographing work which has to be performed and delay in having
the application to the Commission signed, it will probably be
the latter part of next week tefore we can get the application
to you; however, we would like, if possible, for you f» include
in your docket for the regular November hearings, the application
which is to be filed and public notice of the hearing in suffi-
cient time to be heard at the regular November hearing. For
your information, in setting up the docket and publishing notice
this is to be the aponlication of the Sunray 0il Corooratlon for
approval of the East Bagley Unit Agreement emoracin? the Sé Sec-
tion 4, E3 Section 5, All Sectloq_g, T. 12 S., R. ., N.M,P.M,,
Lea County, New Mexico, 1200 acres, ali ol which axb state lands.
The Sunray 0il Corporation is to be the operator and a test

well is to be commenced in the SELNW: Section 9§ within 60 days
B from the fime of the approval of the unlt, and drilied to a depth
% sufficient to test the Devonian formation.

< 3 Should there be any additional information ycu need to get up
e : the notice four publicaticn, please eall me c¢ollect LD 3.

Yours very btruly,

DOW & HINKLE




