CASE 1140: Marnolia Petr. Co. application for
approval of Tres hHanchos Unit Agreemsnt. em- !
bracing 1200 acres, Kddy County.
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BEFORE THE

®il Toanservation Commission

SANTA FE, NEW MEXICO

IN THE MATTER OF:

II ‘case No._ 1100

TRANSCRIPT OF PROCEEDINGS

Septamber 6, 1556

DEARNLEY-MEIER AND ASSOCIATES
COURT REPORTERS
605 SiMMs BuILDING
TELEPHONE 3-6891
ALBUQUERQUE, NEW MEXICO
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ilscipeoian Jorsuilosne.  ies thils

-
4

E

apulicallon contoured on tho Tiic

e

aap mede by vu based on selsmogrepiic Inforaatisn crapiled under
sour direct gupervision?

A Yes, sir, it was,

@ Mr. T,’zﬁrphy, In your opinion, would the =spplicetion botter
utilize thwe ressrvsolir aner: y?

A I do.

4 Would it p:omate ihe maXimum recovery arxd wske the
develbpmenb sore eaonoulcal and officlient”

A& Yes, sir.

¢ And would it promote conservstion and

>

e
"
2

)
~;

evont woste?.

A Yes, sir.

&£

Now, ln your sppliceltion you ststed that o Lest well was
to be started, Do you «now whether or not thei well has been
started?

- last Week,

[a N

& That well has been starte
G Wes Lt spudded, a&nd heve all the Réjllati*ns of this
Commission bee:n complied with, in sonnestlon with the drillins?
A They heve. »
MR, CHRISTY: I would like to offer this in evidence.
MR, MANRIN: Do you have suy o ther conies?

¥R, CHRISTY: Yes, sir. Thet is all the qusations I nave,

-

Does the Examiner have eny queszti.ns

Y MR, MANXIN:

Q Yes., First I want Lo sck, did you izdicete this to be

the Mississiopien? “hat depth would that :dssiszinpian te?

-

A Thst would e spproximetely tetwaan 3,973 and 3,500,

DEARNLEY-MEIER & ASSOCIATES
INCCRPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE - SANTA FE
3-66%1 - 2-1869




o Is Lhe Unit Adrecnent v oprovide waat 1t Lo for apgyoning
10,000 fsnol on the HLSSiBSlppiﬁnvOP fo oo lnary Leovisonn in poaying
quantvitles?

A I bellowve it does.

G Will thnvo bo soneone thni will testify to thel?

YR, CTMICTY: Yes, =z2ir, we will putbt in evidencé the Unit
Arzreervent that will provide drilling througi tho Hllendurjer
not to exceed 10,300 or spiroximetsly. I beliseve I can devaelop

dnare it is.

YR, MARXIN: Thei iz what I wos wondering.

“ thre Mississipyl
#hen your proposed operutions are for the Tllsnburier or 10,5067

& Yes, sir. The Yisglissippien -~ tie aop'afuthg‘ﬁissias;pp

»

N

airly assy

-

in that ares happene Lo e & very jood narder itnat is
to rezognize and we wre wore sura of cur asiua there than on any
other horizon.

G Well, I was tryins to ralete 1t Lo the aren wnl

o

WAy
subject to this spplicsetion; the 100 wsres with: & sbhol piclure
and s it pretty well embrsces bLtuis Unit sroe -- pretty well

eabraced by the shol plcture showed by the Hisalsszippisn which

"o
[

misht likewise be reflscted In the Ellenbur er,
ft Yeg, s5ir.
G I velinwe that rour 2lei shown hers, your Dzxalblt No. A,

includes Secton 19, I couidntt guilbe visuslize Just ahot Ls

P - ;, vl ~ . - - - \ - .
inv-ived. o show 10 and 15, but I eouldati gee cny of toe
poher Sectlas shodw:: hwere,

T, SHRIRTY: Tt ehews Dl owesi hall, west half of

foly

t¥el

DEARNLEY -MEIER 8 ASSOCIATES
INCORPORATED =
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i

Soctiory Tl, o o rens ol rordhaiert onriay o0 Tesllon l);,

[
e
P

o

noeth il of 1Y caa all of 12,

i CAdiLin ST H ¥ . V4 e S TReda t .24
MR. CANIINe Dhon, Lo arecae outlinoed in Bxhluvit A

embraces tuo entire Unit?

} Yes, sir.

M, WANHINT That 1s what was czonfusiigg me. So you do
feal that the sar'sa embrscad in the Unlit requested, L2 easentlnally

thnt walceh is reflected vy Lhe z2hwt nicture?

A Yes, sir.

AT

-~ Thls was primeril. & shoi cture?

Ko
[

A Yea, slr.

3Y ¥R. GURLIY:

G Areo ull of thess Stais lunds or dooes Jusi
Unit couosist of 8tuave lands”?
A ¥ell, yesa, part of the Tnll guasists o0 Stsio leands., I

believe it 1s ilisted on the plst,

3T O - b3 P L B ] Ty
R, CHSISTY:  Se azra noing Lo dewelod,
¥

witnsss, the owusranli) connscilion %itl, Ul Uult sryes; aowsver,

it s 211 State la.d iliarss

s £ B WVES TS - P T B 1t e - 7 o *
MR, VANYIN:  Any gqueoblions oo Lo witnoss?  As
4~ ) & hY ~ N R i %, Y ) . I v
o 1ts develo wuneni, there wilil as Lo Lis

devalopment = wells thwali will be drilled otnor bLoon fhe Droupossed
loceiieon? Any cthsy davelosmeni wells thet alhi Le drllls 47
The prrcenl Ynit &:sreexent dopz not sreviie Tor addlilons]

walls until we sec Wisy aAan.aus, IJIu does sroviie Tor Iyrililn;m: of

PR e e
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ry

onc well, wilch, s LU 7zeon Deoen Lesiiilad Ln, we Loon
VURe AN Is Wwore gny Jurths: questicns o:

the witness ba excusad,

I not,

{3itness axcusod,)
S. & LA L L E Lk
called as & witmess on benwll of thwe &pyplicant, aaving been Uirat
dulis sworn on oeth:, tesilfled a2as Io0lioss:
SOl wENALIATLL U
d SR. CLid STY:
& You have Dbesen gworii. >ill‘yza ctabs your nawse, address
and oocuéaticu?
A 8, P. Hemifin, Districst Lend Maneser, Yernolis Peiroleunm
Company, Roswell,
G Are you Jamilisr with the Uniit Agresment iﬁ quostlon lLisre

in the applicetion?

m

% T bellew the Unit Agreesent was drswn under jour
supervislion? A Thet is rizght,
Q How long have you been with Magnolis, envaged in unll

sgreemsent drafting?

A Ohy, the lest ten ur tuelve venrs,

3 Is thiz Unit A reement »ore or lesgs steandard #lih those,
rougily, used in Hew Yerlco?

A It is standard; it Lo n sitanderd thsl we use. L aey bhe
a lot shorter {orms than the Government ones, 2sectuse thwe,y regoire
g lot of land work on helrs Lthal s :0¢ reqguired Jdheun it s
Stete land, |

% I reler you Lo tiw map sich ls Uaonolists DxIbIb 4,

DEARNLEY-MEIER & ASSOCIATES
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. ‘ Y oerast U S SR S S T Tev T4 A g Y FETT B
Y BN I R A £ 5 S TN SATINILER LG wile it 43,0683 ;Lnta 5 --'.Ll‘L T8l
e w4 BT P v A R BTy Sy n a4
[ Gy wdns Lo slnerals aonder all ol i PEORGoeT LNl AN whis

. A " o4 . KR, “Tey et

Lren’y A Theo Siate of do1icos
£7 T PO 1 P g - ey +- LA S 2 I 2 E o)
o owmnme Ul doricing interest, L5 1¢ is unier ioane’

/.- ~ Y 3 s ke d a
A GCoor Company owns 100 acrss, Gull owms 109, Unfon 01l

Company owns 160, and ilagnolis owns the balance.

) ..

leasad from tie State

. So ell of i, as on the Zxnlvii, is

£

ol New Meaxico asnd 21l of the royeltlies, = comuwon throuphout fhe

-

hils propoaaed Unit Agresmant @ity Comel

‘Lh\
ool
()
3
4
vl
4
¢
o
oo
[}
£y
<
0
n
o
joss
rl-

[N

Union and Gulf?

s
gl
o
s
~
<
(]
ey
‘..v
[ &}
). 4
W
A
Pl
5
£
®

& Thsy have all agreed? A Yes, sir.
S Have‘}oﬁ discussed tiie Unit Azresement with offizisls of
the publlic lands? 5 Yes, sir,

2 And wnet is trelr revori?

A& Their atitormey, Mr. Tordon, approved ths Unit Asrssaent
as Lo foin. |

2 Is this tne Tnit fsreenent twore?

A Tihis mne,

. CUTISTY Wg wovid 1llie to ofier Inbtp svidonse

Magnollsels ?xhiait No. 2, welny, the Unlt A rocient, sisned by Lhe
workiny intoreat and tho cwnera, s testifliad to and rcporeved &8

LN 3o, . PR B L N N ST o t oo SRR B T e
to form by Yr, ‘torden, SU0lalnl of thio Cunvilssion o0 Fuulic Lends

bein: tine voyully ooy lovoived.

T f e PR R SRS et AT
E’A{R- T'--'hh—\t I lyb Lisvr i3 ‘K\y ‘J‘;‘*l“vau;‘ ‘LJ a L:‘: [ AP SN G.i.v".‘r}"“d.)
~ e ,_; ~ ' N 0t N - . . ] . v e
M, S mMIvTY 1 ol Tive Lo ol lep Lol o Lnrtliaulan sre
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the one waich you sre just showin

<

in evidence becsuse oo the situation, and I wou

beine alloxyed v e withidrawn: since Luere 18 8

The resson I want to show 1t is becauss the s i

MR, MANAIN: It weuldn't e necessary
edditional conies Bs we lsve & Copy pPrevivusly
application, and, 2s such, would be adeguate,
Lerds Office g8 Lo form.

% {By ¥r. Christy Hr, Heailin, I belie

[N

not yet been en eazreenentc as Lo subsojueni. wel

%ell.

A Ko, we wanted tc walt the outcoae of
Q Now, the slloweble produstion

is that spread along this royeliy and work

4 Your oil is cowmmon. Ths Stele has all

e i 3 v
It pXnioit copy ere

i3 Us; the approvel of ithe State

va

ls after the first

is o

e

3.

under the Unii Acresement --

intereat unly?

tha royslties &nd

the working interest 1s spraoad emoniy 21l of ithewn,

Q@ According to aczrer;e? S0 Lhat the roysalty ownors snd

working interest owner would recelve their felr shoare cut of the

Unit operations? 4 Yes, sir.
“R. CHRISTY: 1 believe tnul is #£11.
BY ¥R, GURLEY:

Q Mr. Hemifin, althougin ithis os veen approved ws Lo farn,.

3
é¢ia they indizate to you thnit upon aporoval of

tion Comnission -- by tney I wenn the Stebe Lio:

e Ot Consnrvo-

i SOFNSY )
1whe Offloe -~ Lol

upon the sporoval by the 01l Conserveilion Coranlsalon of e Jonly;

thet they would thorefove mive thair approvel?

A That is right.

DEARNLEY -ME(ER & ASSCCIATES
INCORPORATED .
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’.J

Ty e O R A B Ve ey
Coodhel was indwated 2o yaou’

M ‘ T T 3 I8 - 3 Y v . v Ny e . U
UR. SANKIN: Yr, Hemifin, does btnis bmve o sogrregation
2iause 1n the Unit Agreemsnt?

A Segregeticn clause?

&

segrezallon 2leuse pe requlired by the He s Mexlico State
Lands Office 65 to &szresce ~iiin and withoubt tha Unit?
A I dontt believe 1t ez, I dontt velievs thal is

necessary, is it?

Q Thet is striaclly somebhing W

%

’ R T haldon Fhlea da oo 572 sar — e
FET L4 L 4 NCGL LTV FO U IPOE S AL i id%y

unit.

i

Would ¥arnelilis Peibroleun Covipony be a;reeabll

i
aik oy

to furnizh the normel requestead informaibion and reporis every six
menths after the Unlt ns been ap roved?
A Yes.

1

MR. HANKIN: I8 there any furiher questiocna of the.

-

#itness in this cese? I ngt -- I dontt belleve y¥ou neve nad
Exnibit A introduced.

YR, C'RISTY: I wer coing to remind you -~ offer thils in
evidence, but =--

M. Yﬁﬂﬁjﬁ: Is thers ahy cbjectiun to entsrling Into
evidonce Lxnluil A JﬁLch w#eg the geolosicel plecture of the Unit?
If thre 19 no objectlun, L% wlll ve entercd. - Is there any

{ N N Ty - B 2 o~ -, §- 3 Rtk o~ SR 3
further gueastlons or thin Jlincsal f not, tne Witness mey bDe

N> R 3
(iinmeas 1o oxcused.)

DEARNLEY .MEIER & ASSOCIATES
INCORPORATED
GENERAL LAaw REPORTERS
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. - : & B PO LI
1. shet ig 31 Tor Thie Martiolld
Comspny.
vre S n wn e T P =
¥R. FALRIN: Is there anyl iy Turthsr? I3
- - N - - - . t 10
stalexnsnt Lo be mmde in tris case? I nol, we il

case under advissment,
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BEFORY, THE OIL CORSIRVATION COMMIASION
GF THE STATEL OF NEW HEYICD

IN 3T MATTER OF THE FEARING

- CALLED BY THBE 0©IiL CUNSERVATIOR

- COMMISSION OF THE STATE OF NEW

- MEXICO FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 1140
Oruer No. R-83%

THE APPLICATION CF MAGNCLIA
- PETROLEUM COMPANY FOR THE

" APPROVAL OF ITS TRES RANCHOS

UN1T AGREEMENT EMBRACING 1200
© ACRES, MORI _R LESS, LGCATED
' IR TOWNSHIP 19 SOUTH, RANGE

. 23 EAST, NMPM, EDDY COUNTY,

. NEW MEXICO.

ORDER OF THE COMMISSION

' BY THE COMMISSION:

. This cause c<ame on for hearing at 10:00 o'clock a.m.
. on September 8, 1956 at Hobbs, New Hdexico, before Warren W. Bankin,
! Examiner duly appointed oy ihc Rew Mexico Cil Comservatiorn Com- -
mission, hereinafter referred tc as the "Commission," in accord-

. ance with Rule 1214 of the Commission Rules and Regulations.

. NO¥W, on this_ 77" day of September, 1956, the Com-

mission, a quorum being present, having considered the appl1cation,
© the evidence adduced, and the recomnendations of the Examiner,
. Warren W. Maakin, and being fully advised in the premises,

FINDS:

; (1) That due public notice having beeun given as

: required by law, the Commission has jurisdiction of thils cause

- and the subject matter thereof

: : (2) That the proposed unit plan will in principle
tend to promote the conservation of 0il and gas and the prevention

of wagte.

IT IS THEREFGRE ORDERED:

f. That this order shalil be known as the
TRES RANCHGS UNIT AGREEKEHT ORDER

2. (a} That the project herein referred to shall ba
known as the Tres Ranchos Unit Agreement ond shall hereinafter be
- referred to as the "Project.”

(b) That the Plun by which the project shali be .
operated shall be embraced in the form of a unit agreement for the
development and operatlon «f the Tres Ranchos Unit Area, referred:
to in the Petitioner's petition and filed with said petition, and
such plan shall be known as the Trez Ranchos Unit Agreement Plan.




-2
Order No. R-88%

3. (a) That the Tres feachos Unit Agreement Plaxn
shail be, und hereby is, approved in principle as a propexr
conservation measure; provided, however, that uwotwithstanding
any of the provisions contained in said upit agreement, this
approval shall not be considered as waiving or relinquishing in
any manner any right, duties or obligeations which are anow, or
may hereafter, be vested in the New Mezico 0il Comservation Com~

mission by law relative to the supervision and control of operations
- for explorstion and “~»velopment of any lands coamitted to said
Tres Ranchos Unit Agreement, or relative to the production of oil -
and gas therefrom,

{(b) That the unit operator perzodlbally shall

- file with the Commission a Tres Ranchos Unit Statemeant of Progress,
. summarizing operations for the exploration and development of

any lands committed {0 said Tres Ranchos Unit Agreement. Thig

. statement of progress shall be filed within 30 days after the
expiration of each sixzx-months period during the term of the unit
agreement, and shall contain such pertinent data as may be ]
- necessary for the Commission to determine the progress being made .
"~ in the Tres Ranchos Unit Area. ;

4, (é) That the unit area sball be:

NEW MEXICO PRINCIPAL YTRIDIAN

TOWNSHIP 19 SOUTH, RANGE 23 EAST, NEFH
Section 10: A1l

Section 1l: W/2 %/2

Section 14: w/2 NW/4

Section 15: N/2

i containing 1200 acres more or less.

; 5. That the unit operator shall file with the ,
. Commiseion an executed originsl or executed counterpart of the

. fres Ranchos Unit Agreement within 30 days after the effective

: date thereof.

: ' 6. That any party owning rights in the unitized

. substances who does mot commit such rights to said unit agreement

" before the effective date thereof may thereafter become a party

- thereto by subscribing to such agreement or counterpart thereoi,

" or by ratifying the same. The unit operator shall file with the
 Commission within 30 days an orxiginal of any such couatexrpart or
- ratification.

7. That this order shall beconekeffective gpon the
“approval of said unit agreement by the Commissioner of Public
Lands of the State Of New Mexico and shall terminate ipso facto




~3-.
Order No. R-889

upoo the termination of said unit agxuumant Tye last uait
‘operator shall immediately notify the Commiselon in writing
- ©of such termination.

DONE at Santa Fo¢, New Mexico on the day and year
Ahereinabova demignated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

C %w Fdry

JOBEN F. SIMMS, Chairman

} Mw
. M --------- i/

. L, PCRTER, Jr ¥ember & Secretary
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September 25, 1957

In reply refer to:
init Division

Magnolla Petroleum Co. Union 0Oil Co. of Californi=
P. 0. Bnx 66Z Unlon Oil Bldg.
Roswell, New Rexico ftidland, Texas
Attention: wMr. S. P, Hannifin Charm 0il1 Co.
Carper Bldg.
Magnolia Petroleum Co. Artesia, Mew Mexlico

P. O. Box 900
Dallas 21, Texas : :
: ‘ ' : Re: Terminatlion of
Gulf 01l Corporation - Tres Ranchos Unit
P. U. Drawer 1290 Agreemeént

Fort Worth, Texas

_Gentlemen:

In regarc to the Tres Kanchos Unit Agreement, such reéecerds
on file in the State Land Office regarding this unit reflect
only that the test well located in the S8/} SE/l} of Section 10-
19S-23E was spudded August 31, 1956,

However, in accordance with our telephone conversation with
you today, you stated that said described well was completed as
& dry hole January 2, 1957, and that Magnolia Petroleum Co, as
_Operstor, had no inten%ions of drilling another well on this unit.

, You also agreed that said Unit Agreement should automatically
terminate under {ts own terms. Under the drilling provisions of

“this unit, another well should have been stiarted six months after
the completion of this first test well.

. Therefore, under Paragraph 3 of the Unit Agreement and for
failure to comply with requirements, we arc terminating Tres Ranchos
Unit sgreement effective September 25, 13957, and our records will
e posted accordingly. » ‘

Very truly yours,

MURRAY £, MORGAN
Commissioner of Public Lands

lberry, Supervisor

By: Ted Bi
B and Gas Departmernt

of1
PG MR
cc: OCC-Sante Ye




OIL CONSERVATION COMMISSION
P. C. BOX 871

SANTA FE. NEW MEXICO

QOctober 1, 1956

¥r. ¥. E; Bendurant., Jr.
Rervey, Dow & Hinkle
Box 547

Bomll » New Mexico

Dear Sir:

On behalf of your client, Magnolia Petroleum Company, we
enclose two copies of Order R-883 issued September 27, 1956, by
the 0il Conservation Commission in Case 1140, which was heard on
September 6th at Hobbs.

Very truly yours,

— O &

A. L. Porter, Jr.
Secretary -~ Director

EUC]. Se
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UNTT AGRMEMENT
FOR Tills DEVELOPMENT AwD OPERATION OF THE
TRES RANCHOS UNIT
EDDY COUNTY, HEW MEXICO

THIS AGREEMENT, entered into as of the 10th day of April, 1956,
by and between the parties subscribing, ratifying or consenting hereto, and
herein referred to as the '"parties hereto",

WITNESSETH:

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

WHEREAS, the Commissioner of Public Lands of the State of New Mexico
is authorized by an Act of the legislature (Sec. 3, Chap. 88, Laws 1943) as
amended by Sec. 1 of Chapter 162, Laws of‘l951, to consent to and approve‘the

development or operation of State lands under agreements made by lessees of

State land jointlyvor severally with other lessees where such agreements

provide 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 Public Lands of the State of New Mexico
is authorized by an Act of the Legisléture {(Sec. 1, Chapter 162, Laws of 1951)
to amend with the approval of the lesseé, any oil and gas lease embracing State
lands so that the length of the term of said lease may coincide with the term
of such agrEemehté for the unit operation and development of part of or all of
any oil or gas pool, field or area; and

WHEREAS, the 0il Conservation Commission of the State of New Mexico
(hereinafter referred to as the "Cammission") is authorized by an Act of the
Legislature (Chap. 72, Laws 1935) to approve this agreement and the conserva-
tion provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Tres
Ranchos Unit Area covering the land hereinafter describud tc give reascuzibly
effective control of operations therein; And‘

WHEREAS, it is the purpcse of the parties hereto to conserve natureal

reéources, prevent waste, and secure other benefits obtainable through devel-




opmer:it and operation of the area subject to this agreement under the terms,
conditions, and limltations herein set 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 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 MERIDIANZ NEW MEXICO

T. 19 S., R. 23 E., Eddy County, New Mexico

Sec. 10: Al
Sec. 11: w—%
Sec. 15: Nz
Sec. 1k: WH MW

W3

containing 1,200.00 acres, more or less.

Exhibit "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 known
to the Unit Operator. Exhibit "B" altached hereto is a schedule showiﬁg to
the extent known to‘the Unit Operator the acreage, percentage, and kind of

.
o

vownership of o0il and‘gas interests in 211 land in the unit area. However,
nothing herein or in said schedule or map shall be construed as a representa-
tion 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 sﬁch
party. Exhibits "A" and "B" shall be revisea by the Unit Operator whenever .

changes in the unit area render such revision necessary, or when requested

by the Commissioner of Public Lands, hereinafter referred to as "Commissioner."




A1l l#nd committed to this agreement shall constitute land referred to
berein as "unitized land" or "land subject to this agreement".

2. UNTTIZED SUBSTANCES. All oil, gas, natural gasoline and associated
fluid hydrocarbéns in any and all formations of the unitized land are unitized
ﬁnder the terms of this agreement and here’n are called "unitized substances".

3. UﬁIT OPERATCR. Magnolia Petrolevm Company, a Texas corporation,
is hereby designated as Unit Operator and i~ 3ignature hereto commits to this
agreement all Interests in unitized substanc. -«sted in it as set forth in
Exhibit "B", and.agrees and consents to accep' the duties and ocbligations
of Unit Operator for the discovery, deveiopment, -nd production of unitized
substances as herein provided. ‘Whenever reference is made herein to the

Unit Operator, such reference means the Unit Operaslor 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 ac
the owner of a working interest when such an interest isﬁowned by 1t.

4. RESIGNATION OR REMOVAL OF UNIT O?ERATOR. ‘Unit Operator shall ha%e

the right to resign at eny time but such resignation shai: not become effective




uptil a successor Unit Operator has veen selected and approved in the munner
provided for in Article 5 of this agreement. The resignation of the Unit
Operalor shall not release the Unit Operator from any liability or any defeult
by it hereunder occurring prior to the effective date of its resignation.

Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by the same percentage
- vote of the owners of working interests deteimined in like manner as herein
| provided for the selection of a new Unit Operator. Such removal shall be
effective upon notice thereof o0 the Cammissioner.

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 interest in unitized substances, but upon the resignation
6r removal of Unit Operator becoming effective, such Unit Operator shall deliver
posseesion of all equipment, materials and appurtenances used in conducting the
~unit operations and owned by the working interest_owﬁers to the new duly qualified
successor Unit Operator or to the owners thereof if 10 such new ﬁnitVOPerator
ise élected, to be used for the purpose of conducting unit operations hereunder.
Nothing herein shall be cénstrued as aunthorizing removal of any'materiﬁl,’eQUip-
ment and sppurtenances needed for the preservation of any wells.

5. SUCCESSOR UNIT OPERATOR. Whenever«the Unit Operator shall resign
as Unit Operator or shall be removed as hereinabove provided, the owners of
the working iﬁteresis according to their‘respective*abreage interests in all
unitized land shall by A majority vote select a successér Unit Cperator; provided
that, if a majority but less than 65 per cent of the working interests qualified
to vote 1s 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 inﬁeresfs, shall be required to select & new operator.
Such selection shall not become effective until A(a) a Unit Operator so selected
shall accept in 1riting the duties aﬁd responsibilities of Unit Operator, and
(b) the selection shall have been approved by the Commissioner. If no
successor Unit Operator is selected and qualified as herein provided, the
Commissioner at his election may declare this unit agreemént terminated,

6. ACCOUHTING,PEOVISIONS. The Unit Operator shall pay in the first

instance all cosie aund expenses incurred in conducting unit operations hereunder
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and such costs and expenses and Lhe working interesi benefits accruing hereunder
chall be apporticned amcng the owners of the unitized working interesté in
accordance with an oyerating agrcement by and betweer the Unit Operator and

the other owners of such interests, whether one or mwere, separately or collec-
tively. Any agreemént or agreements entered inte between the working interest
owners and the Unit Operator as provided in this article, whether one or more,
are hérein referred to as the "Operating Agreement”. No such agreement shall

be deemed either to modify any of the terms and conditions of this Unit Agree-
ment or to relieve the Unit Operator of any right or obligation established

under this Uﬁit Agreement, and in case or any inconsistencies or conflict between
this Unit Agreement‘and the Operating Agreement this Unit Agreement shall ﬁrevail.‘

T. RIGHETS AND OBLIGATIOﬁS OF UNIT OPERATOR, Except as otherwise speci-
fically pro?ided herein, the exclusive right, privilege and duty of exercising
any and all riéhts of the parties heretc which are necessary or éonveniént for
prospecting for, producing, étoring, allocating, and distributing the unitized
substances are hereby delegated to and shall be exéfcised by the Unit Operator
as herein provided. Acceptable evidence.of title to said rights shall be
deposited with said Unit Operator and, together with this agreeméﬁt, shall
constitute and define the rights, privileges and obligations of Unit Operator.
Nothing heréin, however, shall be construedvto transfer title to any land or
to any lease or operafing agfeement, it being understood that under this agreé-
ment the Unit Operator, in<its capacity as Unit Operator, shall exercise the
righfs of possession and use vested in the parties hereto only for the purposes
herein specified.

8. DRILLING TO DISCOVERY, Within 60 days after thé effective date hercof,
the Unit Operator’shall comrence operétions‘upon an adequate test well for oil and
gas upon the SE% SE%—Section 10, Tewnshipl9 South, Range 23 East, Eddy County,
New Mexico embraced within the unit arez and shall drill saild well with due
diligence to a depth sufficient to tesﬁ the Ellenburger Formation or to such
ﬁ depth as unitized substances shall be discovered in paying quantities’at a
lesser depth or until it shall, in the opinion oi the Unit Operator,
be determined that the further drilling of sald well shall be unwarranted
or impracticable; provided, however, that Unit Operator shall not, in any event,

be required to drill said well to a depth in excess of 10,000 feet.

Until a discovery of a deposit of unitized substances .apable 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 heginning of the next well, until a well capable of pro-

ducing unitized substances in paying guantitlies is completed to the satisfaction

of the Commissioner, or until it is reasonably proven to the satisfaction of
the Unit Operator that the unitized land is incapable of producing unitized:
substances in paying quantities in the formations diilled 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 drilling of an’
" initial test well shall be considered as complying with the drilling requirements
hereof with respect to the initial well. ThevCOmmissioner may modify the drill-
ing requirements of thié section by granting reasonsble extensions of time when
in hish0pinion such action is warranted. Failure to comply with the drilling
provisions of this article shall automatically terminate this agreement as to
all its terms, conditions and provisions and all righﬁs,»privileges and obliga-
tions granted by this Unit Agreement shall cease and terminate as of the date
of any such default.

9. PARTICTPATION AFTER DISCOVERY. Upon completion of a well capable
of producing unitized substances in paying qqantities;:the owners of workiﬁg
interests shall participate in the production therefrom an& in all other pro-
ducing wells which may be drilled pursuant hereto in the proportioné that their
respectivelleasehold interests covered hereby on an acreage basis bears to the
total number of acres committed to this Unit Agreement,vand such unitizedVSUb-
stances shall be deemed to have been produced from the respective leasebold
interests participating therein. For fhe purpose of determining any benefits
accruing under this agreement and the distribution of the royalties payable
to the State of New I’ 'co each separate lease shall have allocated to it
such percentage of said production as the number of acres in each lease
respectively committed to this agreemeht bears to the total number of acres.
comeitted hereto.

Notwithstaﬁding any provision contained herein to the contrary, each
working interest owner sﬂall have the right to teke such owner's proportionate

share of the unitized substances iu kind or to personally sell or dispose of




the éame, 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 interest owner without 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 production or development purposes hereunder,'or ﬁnavoid-
ably lost, shailvbe deemed to be produced equally on an acreage basis from the
several tracts of the uniﬁized land, and for the purpose of determining any
benefits that accrue on an acreage basis, each such tract shall have allocated
to it such'percentagé of said production as 1its area beafs to fhe entire unitized
area. It is héreby agreed’that production of unitized substances from the
unitized ;rea shgll 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
accordence with the terms of their leases.

All royalties due Ehe Stéte of New Mexico under the terms‘of the leases
committéd to this agreement shall be computed and paid on the basis of all
ﬁnitized substances allocated to the respeétive leaBeB»committed heretd; pro-
vided, however, the State shall be entitled to take in kind its share of the
unitized substancealaliocated to the respective leases, and in such cgse the
Unit Operator shall make deliveries of such royalty ocil 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 formstion for thebpurpose of repressuring,
stimulating or increasing the ultimate recovery of unitized substances there-
from, a like amount 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 royzliy free as tu dry gas but not as to the procducts extracted

therefrom; provided, that such withdrawal shall be at such time as may be pro-

vided in a plan of operations consented to by the Commissioner and approved by




the Commission as conforming to good petroleun engineering practice; and
provided further, that such right of withdrawal shall terminate on the termi-
nation of this Unil Agreement.,

If any lease committed hereto is burdened with an overriding royalty,
pe;ent out of rrodnuction or other charge in addition to the usual royalty,
the owner ol each such<lease shall bear and assume the same out of the unitized
substances allocated to the lﬁnds embraced in each such lease as provided hereir.

12. LEASE AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS THEY APPLY
TO LAND WITHIN THE UNITIZED ARFA. 'The terms, conditicns and provisions of
all leases, sub-leéses, operating agreements and other contracts relating to
the exploration, driiling development or operation for oil or gas of the lands
committed to this agreement, shall, upon approval hereof by the Commissioner
be and the same sre hereby expressly modified and amended insofar ar ﬁﬁey épply
to lands within the unitized area to the extent neceésary to make the same
conford Lo the provisions hereoif and so thal the length:Ofuthe secondarj'termk
as to lands within such area will be extended<insofar as necessary fo coincide
with the term of this agreement and the approval sf‘bhis agreement by the Com-
missioner and_the lessee shall, without further-action of the-CGmmissiDncr cr
“the lessee, be effective to conform the proVisions ahd extend the term of each
such lease as to lands within the unitized:area to the ﬁrovisions and terms of
this agreement; but otherwise to remainﬂin full force and effect. Each 1e§se
-committéd'to this agreement insofar as it applies to lands within the unitized
area, shall continue in force beyond the term provided therein so long as this
agreement remains in effect, provided, drilling operations upon the initial tesf
well provided for herein shall have been commenced of said well is in the
process of being drilled by the Unit Operator prior to the expiration of the
shortest térm lease committed to this agreement. Termination of this'agree-
ment shall not affe~t any lease which pursuant to the tefms thereof or any
appiicable 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 commence-
ment or com@letion ér operation or production of a well wi£hin the terms and

provisions of each of the o0il and gas leases t0o the same extent as though such




commencement.,, completion, operation or production wns ecarried on, conducted

and/or obtatned from any such leased tract,
Any lease having only o portion of {ts lands commitled heveto shall be
segregaled an Lo the portion committed and the portion not rommitied, and the

te ms of sach laacs shall apply separately to such segregated portions commencing
as of the effective date hereof. Notwithstaﬁdlng any of the provisions of this
agreementi- Lo the contrary, any lease embracing 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 aé to all lands embraced in suéh
lease, if unitized substances are discovered and are capabie_of being préducéd
in pajing quantiﬁies-from some part of the lands embraced in such lease commi’ ted
to this agreement at the expiration of the- 'secondary term of such lease; or if,
at the expiration of the secondary 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 1‘5585 the sume as Lo all lands embraced therein shall remain
in full force and effect so long as such operations are being diligently pfose-
cuted, and if they result in the production of unitized substances, said lease -
shall continue in full fofge and effect as to all of the lands embraced therein,
so long thereafter as unitized substances in péyjng.quantities are beingkpro-
duced 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'ofbsaid substances without waste, és defined by or pursuant to State
laws or regulstion.

1%. DRAINAGE. The Unii Operator shall take appropriate and adequate
measures to prevent drainage of unitized substances from unitized lsnds by
wells on land not subject to this agreement.’

15. COVENANTS RUN WITH LAND, The covenants herein shall be construed
to be cbvenants running with the land with respect to the &nterests of the
parties hereto and their successors in interest until this agreement terminates,
and any grant, hrénsfer or conveyance, of interest in land or leases subject

hereto shall be and hereby is conditioned upon the assumption of a2ll privileges




and obligations hercunder by the grantee, transferee, or other successor in
interest, No assgignment or transfer of any working, royalty or other interest
subject hereto shall be binding upon Unit Operator until the first day of the
calendar month after Unit Operator is' furnished with the original, photostatic
or certified conyv of the instrument of transfer,

16. EFFECTIVE DATE AND TERM. This agreement shall become effective
upon approval by the Commissioner and shall terminate in two years after such
date unless (&) such date of expiration is extended by the Commissioner, or
(b) & valuable discovery of unitized substances has been made on uniti.ed land
during s&id initial term or any extension thereof in which case thig agreement
shall remain in effect so long as unitized substances can be produced from the
unitiéed land in paying quantities, and, should production cease, so 10ng there-~
after as diligent operations are in progress for the restoration of production
or discovery of new production and so long thereafter as the unitized substances
so discovered can be produced as aforessid. This agreement may be terminated
 at any time by not less than 65 pef cent on an acreage basis of the owners of
the working interests signatory hereto with the approval of the Ccrmissioner.
Likewise, as provided in Article 8 hereof, the failure to comply with the dril}-
ing'pfovisions of this Unit Agreement.shall as of the date of any such default,
automatically terminate this Unii Agreement,

17. RATE OF PRODUCTION. All production and the dieposal thereof shall
be in conformity ;ith allocations, allotments and quotas made or fixed_by the
Commission and in conformity with all appiicable laws and lawful regulations,

18. APPEARANCES. Unit Oﬁerator 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 Commissioner of Public Lands and the New Mexico 0il
Conservation Commission and to appeal frbm orders issued under the regulations
of‘the Commissioner or Commission or to apply for relief from any of said
regulations or in any proceedings relative to operations pending‘béfore the
Commissioner or Commission; provided, however, that any other interested party
shali‘also have the right at his own ekpense to appear and to participate in
any such proceeding.

19. NOTICES. All notices, demands or statements required hereunder

to be given or rendersa .0 the parti=ss hereto shall uve deemcd fully given if
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given in writing and personelly delivered Lo the party or sent by postpaid
registered mail, addressed Lo such party or partics at their respective
eddresses scl forth in connection with the signatures hereto or to the rati-
fication or consen! hereof or to such other add-ess &8 any such party may
have Turnished ‘n writing to party sending the notice, demand or statement.

20. UNAVOIDABLE DELAY, All obligations undef this agreement requiring
the Unit Operator to conmesnce or cbntinue drilling or {o 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 diligegCe, is prevented from complying with such obligations,
in whole or in part, by strikes, war, acts of God, Federal, State, or municipal
law or ageﬁcies, unavoldable accideﬁts, uncontrollavlie delays in transportation,
inability to obtain necessary materials in open market, or other matters beydnd
the reasonable control of the Unit Operator whether similar to matters herein
emurerated or not.

21; LOSS OF.TITLE. In the event title to any tract of unitizéd land -
or subétantial intereét therein shall fail and the true owner cannot be linduced
to join the Unit Agreement so thﬁt such tiract is not committed to this aéreement
or the operation thereof hefeunder becomes impracticable as a result thereof,
guch tract‘may be eliminated from the unitized area, and the interest of the
parties readjusted as & result oi such tract being eliminated from the unitized
area. In the event of a diépute as Lo the title to any royalty, working or
other interest subject heretb, the Unit Operator may withhold payment or
delivery of the allocated portion of the unitized subsfances involved on
account thereof without liebility for interest uﬁtil the dispﬁte is finally
settled, provided thét no payments of funds due the State of New Mexico shall
be withheld. Unit Operator as such is relieved from any responéibility for
any defect or failure of-any title hereunder.

22. SUBSEQUENT JCINDER. Any oil cr gas interest in lands within the
unit area not committed hereto prior to the submission of thié agreement for
final approval either by thg Cbmmission or Conmissioner may be committed héreto

by the owner or owners of such rights susscribing or consenting to this agree-




ment or execuling a ratification thereof, and if such owner ig also a working
interest owner, by subscribing to the operating agreemeht providing for the
allocation of costs of exploration, development and’operation. Af'ter operations
are commenc~d hereunder, the right of subsequent. joinder by a working interest
owner shall be svbiect to all of the requirements of any applicable operating
agreement betwcen the working interest owners relative to the allocation of
costs of exploration, development and operation. A subsequent jﬁinder shall

be effective as of the first day of the month following the filing with the
Commissioner ard the Commission of d@uly executed counterparts of the instrument
or instruments committing the interest of such owner to fhis agreement, but such
Jjoining party or parties-before participéting in any benefits hereunder éhall

be required to assume and pey to Unit Operater their proportionate share of the
unit expense incurred prior to such party's or parties' joinder in the Unit

Agreement, and the Unit Operator shall make appropriete adjustments caused by

such doinder

meas AT P F3L0 194

any reiroactive adjinsiment of revenue.

23. COUNTERPARTS. This agreemeni may be executed in any nuﬁbér of
counterparts, no cne of which needs (o be executed by all parties or may be
ratified or consented to by separaie instrument in writing specifically referring
hereto, and shall be binding npon all those pérties who have execuled such a
counterpart, ratification, or consent hereto with the same force and effect as
if all such parties had signed the same documeﬁt and regardless of whether or
not it is executed by &llbother parties owning or claiming an interest in
the lands within the above described unit ares,

IN WITNESS WHEREOF, the undersigned parties heretc hasve caused this agree-

ment to be executed as of the respéctive‘dates set opposite their signatures.

ATTEST: =7 MAGNOLIA PETROLEUM COMPANY S
! {’ ///,- /' "‘ . Bl ’ N ’ _/2’!
<z lrece Ty By E lo s e 3

Assigkaril Secretary T Vice-President .. - {5}

Date LW/Z—/Z% Address  P. O. BOX 900 / /

Dallas 21, Texas

JHTT OPFEATOR AND WORKING INTEREST OWNER
ATTEST CTIARI - OT1. COMPANY

B K

- Secrelary President

Date _ Address




SECOND PAGE OF SIGNATURES TO UNIT AGREEMENT FOR THE DEVELOPMENT AND (OPERATION GF
THE TRES RANCHOS UNIT, EDDY COUNTY, NEW MEXICO.
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, P i !
ATTEST: GULF OIL CORPCRATION | RLR
‘g. A e o -3 By i . —
Assiztant Secreta*y Vice-Presrent
ng *‘ L T P iies Address P. O. T oonn 1050

Fort Vorth, Veias

ATPRSY: AFFROVER UNION OIL qamm OF CALIFRNIA
Mnion O Cn of oy i ac r»-

, WesTex Liv. By, f” (P74 M—
Assdstent-Secrebary ‘ S8 LR, ARl LrRorner=ih-ts
Date | ' 1 Address_rnion 032 2ilding

L AND L Yinlzand, Tew=e
DEPT

M , /758
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CERTLFICATE GF APPROVAL

BY COMMISSIONER OF FURLIC LANDS, STATE OF NEW MEXICO
OF UNIT AGREEMENT FOR DEVELOPMENT AND CPERATION
OF TRES RANCHOS UNIT AREA, EDDY COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of
Puolic lands o the State of New Mexico for examination, an agreement
for the development and operation of the Tres Ranchos Unit Area, Eddy
County, New Mexico, dated the 10th day of April, 1956, in which the
Magnolia Petroleum Company, a corporation, is designated as Operator,
and which has been executed by various parties owning and holding oil
and gas leases embracing lands withip the unit area, and upon examina-
tion of said Agreement, the Commissioner finds:

(a) That such Agreement will tend to promote the congervation
of 0il and gas and the better utilization of reservoir
energy in said field;

(b) That under the operations proposed, the Statc will receive
its fair chare 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, a:d the sharing
of proceeds from a part of the area covered by the Agree-
ment 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 mbove referred to Tres Ranchos Unit Agreement as to
the lands of the State of New Mexico committed thereto, and all oil and
gas leasses 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 leasre as to the lardeg within
the unit area wiil ve extended, insofar as necessary, to coincide with the
term of said Unit Agreement, and in the event the term of said Unit Agres~
ment ghall be extended as provided therein such extension shall also be
effective to extend the term of each o0il 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 day of , 1956.

Commigsioner of Public Lands
of the State of New Mexico




STATE OF TEXAS )
) 88
COUNTY OF DALLAS )

- . '//-

On this /6/day of &< < 1956, before me personally appeared

S td"me personally known, who being by me duly sworn did
say that he is the Vice President of MAGNOLIA PETROLEUM COMPANY
and that the seal affixed to said instrument is the corporate seal of said
corporation, and that sald instrument wus signed and sealed in behalf of gaid
.orporation v: au.iorlty of its Board of Directors, and
acknowledged said instrument to be the free act and deed of aaid corporation,

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

My Commission/Expires : (/c{é‘/—/
(} .{éfu-’{ e 56 Ngtary Pudblic 7

| STAww o

Arepry
CAn 7w

STATR OF TEXAS
COUNTY OF EL PASO )

A Shia S s £ Juiv. 1056 6

va WS | 7 o~ dey of July, 1956 beforenepermauy
gppearedn.B.Ha.rrismlhryJ.narrn,{zi;ﬂre;I..r.luiesand
Asry A. Miles, his wife; and 8. N. Chauvet and Mary E. Chauvet, his
;ﬁe,tomhauntobethepermduwibedinandvhomcu&edtbe
mwmmwmtwwmmmmnm

‘' en under my hand and seal this <& of July, 195
«y cammission expires & day e 1956-

— - . ‘;,/f‘ . ,-:' . L :
) z((i W(jh —-:Q-’:’ff<:v—'“ P i
- / N / c \\\
Residing at /_5 £ Lj"//"uée/«_p ;ﬁ,&{ KERNETH L, CARROLS, \
L 7 o
T e, ik S P ,

corporation, and that sald instrument was signed and sealea 1i venas: ws vaww
corpo-ation by authority of its Board of Directors, and H. M. Bayer
acknowleduged said instrument to be the free act and deed of said corporation.

IN WITNESG WHEREOF, I have hereunto set my hand and affixed my official
geal on this the day and year las’. above written,

g ; C - "/ s /'/ ) N [EELe Yooy -‘.Ux
My Ccumission Expires: (- 4 7 - e //5 (P o floneeq M. B. CEHECES

RatH—Puhlic =

COUNTY OF MIDLAND

ON THIS__ JAdl _day of, o 1957 3 personally appeared
before me E. R, ATWILL, Attorney for UNIOi OIL COMPANY OF CALIFCRNIA,
to e known to be the person who executed the foregoing instrument in behalf
of UNIC: OIL CO.iPANY OF CALIFCRNIA, a carporaticn, and acknowledged that he
executec rame as the free act and deed of said UWICE OIL COUIPANT OF CALIFORNIA, -

IN WITNESS WHEREOF, I have hexj.é\_;nto set my hand and affixed my official
seal on this, the day and year in thifi qgrtificate aE)ove "yritten.

// 7 7 Y
Ltovess G 257

Liotary Public in and for
My Com:ission Fxpires: Hidlané County, Texas

Lo, oS /'/.6_‘7 P s L uBLd
Y rd 4
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STATE QW LRXAS )
COUMTY O DALLAY )

Cn this _/"’/_ﬁ_'_u‘a,'_,' lube, before e poersonaily
appeared gomd 1y lmGirn, vho belng by
me duly sworn did say chot ] coident of PaGholla PRIROLEUM
COqballY and that the senl «U0ixed sail dnstrunone ls the corporate scal
of suid corporation, wnd thut srila lnetrweent vas slgeod and sealed in

behalf of said corporid.icn by authority of its Board of Directors, and
’ acknovlodged said instrument to be the free
act and deed of saild corporztion.

IN WITNESS WHERLOK, T have hereunto set my hand and affixed my
official seal on this the day and yecar last above wr ittcn

| - . " tlotary Publ%y

STATE OF :@ms}/wmm g
COUNTY OF woéﬁ? )

On this Z day of édchw , 1956, before me personally
appeared H. B. Harris and Mary F. Harris, his wife; L. F. Miles and

Mary A. Miles, his wife; and S. N. Chauvet and Mary E. Chauvet, his
wife, to me known to be the persons described in and who executed the
foregoing instrument, and acknowledged that they exccuted the same

as their free act and deed.

85

IN WITNESS WHERECF, T have herecunto'set my hand and affixed my
official seal on this ths day and year last above written.

My ssion Expires: 2 . S
> H—7 15, 1560 ' otary Public
STATE OF TEXAS )
COUNTY OF TARRANT )
. ) . ( “? s
_ On this <. day of  \yzcéc. , 1956, before me personally

appeared H V¥  Baver ¢, to’me personally known, who being by
me duly sworn did say that he is the Vice-President of GULF OIL CORPORA~-
TION 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

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

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

- - S e ) A . CrIPPLAU
My Commission Lixpires: ARV .’;':-fl// . ///fu.:z//g/ M. B x
‘\Tota.ry Public’
STATE OF TEXAS )
. ) SS
COUNTY CF MIDLAND )
On this _7. : u, , 1956, personally
appeared before me Ll ey 7", Attorney-in-Fact for UNION

OIL COMPANY OF CALIFORNIA, to me known to be the person who executed

the foregoing instrument in behalf of UNION OIL CQIPANY OF CALIFORNIA,

a corporation, and acknowledged that he executed same as the free act and
deed "of said UNION OIL CCOMPANY OF CALIFORNIA.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official
seal on thls, the day and ycar in this certificate above written.

s

My Commission Expires:c¢ -/ . > ey il L Ag i A€ T

4

“Hotary Public " CouuHeiTY)
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EXHIBIT "A"

OWNERSHIP PLAT

TRES RANCHOS UNIT
EDDY COUNTY , NEW MEXICO

TI19S , R23E

TOTAL ACREAGE iN UNIT —— (200 ACRES

— UNIT OUTLINE

' Q TROGCY NUMBERS




SCHEDULE SEOWING THE PERCENTAGE AND KIND OF OWNERSHTP OFf OIL AND GAS

EXHTBIT "B"
TRES RANCHOS UNIT AREA
EDDY COUNTY, NEW MEXICO
TOWNSHIP 19 SOUTH, RANGE 23 EAST

INTERESTS IN ALL LANDS IN TEE UNIT ARFA

overriding Royalty

Working Interest

~ease Tract Description No. of State lease Basic Royalty
lrer To. cf Zand Acres No. and Expiration and Percentage and Percentage Owner
A1l in T-19S R-23%
D282 1 Section 10 Nwi
Wl zmw. W3 Swp
NEL SWi, W SEL, : State of New Magnolia Petroleum
Sz Szi 4Lo.00 E-8764  1-18-65 Mexico - A1l None Company
T-1399 2 Sec. 10 M=l nmi, 120.00 E-1395  T7-10-57 Do Do Do
SEL S, =L sEf .
-2813 7 2c. 15 NWl NER, 160.00 E-8766  1-18-65 Do Do Do
SEL NETi; Sec. 1k o
Wi WA
, X Union Oil Company
3 Sec. 11 Wi Wi 160.00 E-7882  2.-16-64 Do Do of California
s E-9909
L Sec. 10 85 NEx 80.00 =3163  3-20-66 Do . Do Gulf Qil Corporation
5 Sec. 15 MWl 160.00 E-7884  2.16-64 Do - Do Charm 0il Company
6 See. 15 XE} umw~ 80.00 E-1191  2-10-57 Do Do Gulf 0il Corporation
S & : '
1200.00 ACRES ALL STATE TRACTS

TR CTTS

WCRKING TINTEREST OwlizASZIs

MAGROLIA FEIROLEDY COMEANY
CLI0N OIL COMPANY OF CALIFIRITIA
TULY OIL CORPORATIOH

CHARM OIL COMPANY

e

72C/1200ths or
160/1200ths or

160/1200ths or
160/1200ths or

60. 00005
13.3333%
13.3333%
13.3334%
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No. 30-36

DOCKET: EXAMINER HEARING SEPTEMBER 5, 1956

0il Conservation Qomm}ssjop;Q;OO g;g;_ﬂabrxuﬁgll, State Capitol, Santa Fe

The following cases will be heard before Warren W. Mankin, Examiner:

Application of Shell 0il Company for an order amending
the Carson Unit Agreement as established by Commission
Order R-828. Applicani, in the ahove-styled cause, seeks
an order amending the Carson Unit Agreement in the follow-

(a) To eliminate from the Unit Area All of Sections
3, 4, 9, 10, 15, 16, 21, 22, 27, 28, 33 and 34
of Township 25 North, Range 12 West, San Juan
County, New Mexico.

(b) To reduce the number of wells to be drilled under
the agreewment from five to four.

(c) To consider any well commenced subsequent to July
15, 1956, within the amended area to have been
drilled in accordance with the requirements of the
Unit Agreement and as fulfilling part of the drill-
ing requirements.

Application of R. E. Jackson for an order pooling all oil
and gas interests in certain acreage in the Aztec-Pictured
Cliffs Gas Pool, San Juan County, New Mexico, in accordance :
with Section 65-3-14 (¢) New Mexico Statutes Annotated (1953).
Applicant, in the above-styled cause, seeks an order pooling
the rights and interests of all persons having the right to
drill for, produce, or share production of o0il, gas and liquid
hydrocarbons, or any of them, underlying the SW/4 of Section
28, Township 29 North, Range 10 West, Aztec-Pictured Cliffs
Gas Pool, San Juan County, New Mexico. The above-described
quarter sectinn is presently dedicated to the Bruington Pooled
Unit Well No. 1 which is operated by Frances L. Harvey and
located in the SW/4 SW/4 of said Section 28.

CASE 1085: (Readvertisement)
ing particulars:

CASE 1138:.

CASE 1139:

Application of Lowry, et al, Operating Account, for an o:der
granting approval of a non-standard drilling and gas spacing
unit in the Socuth Blanco-Dakota Gas Pool, Rio Arriba County,
New Mexico, in exception to Rule 104 (d) of the New Mexico
0Oil Conservation Commission Rules and Regulations. Applicant,
in the above-styled cause, seeks an order granting approval
of a 160 acre non-standard drilling and gas spacing unit in
the South Blanco-Dakota Gas Ponl consisting of the S/2 of

the NE/4 and the N/2 of the SE/4 of Section 16, Township 26
North, Range 6 West, Rio Arriba County, New Mexico; said unit
to be assigned to applicant's State Well No. D-268 located

1980 feet from the North line and 660 feet from the East line
of said Section 16.




DOCKET _ EXAMINER HEARING SEPTLMOR 6. 1950

New Mexico Oil Conservation Commission 10 00 a.m Hobbs, New Mexico

——— e

0Oil Conservation Commissiqp foipeh 1000 w. “”??QV§Y:”UQ?D§:

New Mexico

The following cases will be heard before Warren W. Mankin., Examiner;

e e

!- b ot e, et

CASE 1141:

/ CASE 1140

CASE 1142:

ir/

Application of Magnolia Pectroleum Company for an orde:
granting approval of its proposed Tres Ranchos Unit Agree-
ment embracing 1200 acres, more or less, in Eddy County,

New Mexico, in accordance with Rule 507 of the New Mexico

0Oil Conservation Commission Rules and Regulations. Applicant,
in the above-styled cause seeks an order granting approval

of its proposed Tres Ranchos init Agreement embracing 1200
acres, more or less, of State lands described as:

Township 19 South, Range 23 East , i
AT1 Section 107 T o !
W/2 W/2 Section 11
W/2 NW/4 Section 14 , o
N/2 Section 15 (A1l in Eddy County, New Mexico):
Application of Tom Bovd and Jack Plemons for an order granting
permission to commingle oil in excepfion tao Rule 303 of the
New Mexico Oil Conservation Commnission Rules and Regulations.
Applicant. in the above-stvled cause, seeks an order granting
permission to commingle o0il from the Urayburg-Jackson and the

" Grayburg-Keeley Pools; said oil to ke produced from applicant's

Continental State 27 Well No. 4 Iocated in the NW/4 NW/4 of .
Section 27, Township 17 South, Range 29 East, Grayburg-Keeley
Pool; Eddy County. New Mexico. with o0il produoction from
applicant's Weils No. 1. 2 and 3 in the Grayhurg-Jackson Pool.

Application nf Amerada Petroleunm Corporation for an arder
granting permission to convert its non-productive H. C. Posey
A" No. 2 Well in the East Caprock Devonrnian Pool . Lea County.
New Mexico., into a <alt water dispnsal well in compliance with
Rule 701 of the New Mexico Cil Conservation Commission Rules
and Regulations. Applicant in the above-styled cause, seeks
an order granting permission to recomplete as a salt water
disposal well itis H. C. Posey "A'" No. 2 Well located in the
NE/4 of the SE/4 of Section 11. Township 12 South, Range 32
East, Lea County, New Mexico. Said well is located 1980 feet
from the South line and 660 feet fiom the East line of said
Section 11. Applicant proposes tn inject salt water into the
Dewey Lake formation at an interval between 1300 and 1450 feet
through casing perforations. '



/7 ¢ .
R0ugh unft for unit agreement orders.,
U i f\ L’“’} /\ BEFORIEE THE 011, CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO
NS

17IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

ﬁd/‘ COMMISSION OF THE STATE OF NEW
MEXICO FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 1}40
Order No. o

Twhlcmmﬂ OF /V“ﬁ”"e‘ /}ﬁ/@w) e

FOB, THE A@PROVAL OF_ | NS ¢
UNIT Lo

AGREEMENT EMBRACING M

RS
- 3 '}/

ACRES, MORE OR s, LOCA'I'ED IN : “f
Townsare /¢ ., RANGE | |

25 E Nupmgé,oé,

COUNTY, NEW MEXICO

o,

ORDER OF THE COMMISSION

BY THE COMMISSION:

use came on for hearing at /’hﬁé o'clock éi m. on
é 19 ¥ at ££Ziﬁz§ New Mexico, before

M L‘WA W /@ ’ a %M'/’
e Lnod X G2 Il[g or/g G Rt o (oo tets

NOW, on this _day of , 19 27¢ ,_ﬁ (o
PNy VN SR Yy Sl S B L A L T T e S
gé?ékiig, {/;}Lw-££;-Ajz P é;fu:,Aﬂ ké»ﬂ~zz~u/fﬁw43-_uQvf'luq LMﬁgfinufk*
AhE @omoate FINDS : / g -

(1 Th#t due public notice having been given as required by law,
the Commission has jurisdiction o% this cause and the subject matter thereof.

(2) That the proposed unit plan will in principle tend to
promote the conservation of o0il and gas and the prevention of waste.

IT IS THEREFORE ORDER‘ED:

1. That this order be known as the ‘
W‘ 4\*@ UNIT AGREEMENT ORDER

project herein referred to shall be known as

“the /’izi«, ‘ . Unit Agreement and shall bereinafter
be referred fo as’ the "Project.m

tby That the Plan hy which the project shall be operated
sbhall be eubraced in the form of a anit 3greement for the development
and operation of the <2Zi&q Unit Area referred to in
INfi the Petitioner's petition an ith said petition, and such plan
. fshall be known as the /:iZi‘; Unit Agreement Plan.

-ﬂﬁ‘(a) That the A[Q?dek}a.' Unit Agreement Plan

Q,Shall be, and herehy is, approved in principle as a proper conservation
measuve; provided, however, that notwithstanding any of the provisions
contained in said unit agreement, this approval shall not be considered_
as waiving or relinquishing in any manner any right, duties or obligations
which are now, or may hereafter, be vested in the New Mexico 0il Con-
servation Commission by law relative to the supervision and control of




-2
Order No

operatlons for gxplora ion agnd development of any lands committed to
said . \P‘\A//#AZ— Unit Agreement, or relative to
the productlor of 01l and gas theiefrom.

{ the Commission a ary Unii Statement of Progress,

| summarizing operations f~r, the explorftlon and development of any lands
comnitted to said e D N A 2 Unit Agreement. This state-

ment of progrqﬁgﬁﬁpall be filed within 30 days after the expiration of

each six-monthsaduring the term of the unit agreement, and shall contain

such pertinent data as may be neces§9ry fog/tbelﬂomm1551on to determine

Kf:he progress being made in the T ede v igﬁf/qu, ___Unit Area.

4. (a) That the unit area shall be.

ng\ 4 (b) That the wnit oggz:ﬁor;periodically'shall file with
4

~W MFXICO PRINCIPAL MERIDIAN

TOWNSEIP /7  Se-of | RANGE R2 EF pm©s

containing /} 0o acres more or less.

p}*gfr/‘ (hl__ILg_unlt.area.may .be.enlarged or contracted as prov1ded
in said Plan.  (Omit if Agreemeat does-  noi S0 prowide.)

_ 5. That the unit operator shall file with the gomm1551 n an
executed original or executed counterpart of the /12~_¢€~,

Unit Agreement within 30 days after the effectivé

date thereof.

6. That any party owning rights in the unitized substances who
does not commit such rights to said unit agreement before the effective
date thereof may thereafter become a party thereto by subscribing to such
agreement or counterpart thereof, or by ratifying the same. The unit
operator shall file with the Comm1551on within 30 days an original of any
such counterpart or ratification. i i “u;aagﬂﬁﬂgghghﬁgf :

7. That this Order shal. cone effgctive 3
said unit agreement by the f /445Ei4
77 m A:lw‘-«j-g WAt o T ’t’l':lc-v#’i\- -
P

and shall terminate ipso Iacto upon the termination ol said unit agreement.
The last unit operator shall immediately notify the Commission in writing
of such termination.

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

, Chairman
; Member

, Member & Secretiry
S EAL
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LAw OFFICES
wmrEmverigesss T 0 0 o W HERVEY, DOW & HINKLE

FIRST NATIC AL BANK BUILDING

CRUNSER SR, - ROSWELL. NEwW MEXICO ;o
HIAARD £:BRATION I | : Toe st TELEFHONE MAN 2-6510 a
S.B.CRAISTY (VW - e EE I . .
s-cneist August 22, 1956 ; i 7
J.FENROD TOLES I
LEWIS C.COX.UR 1‘ 3 {
. - e {

VIA AIR MALL , | ﬂ A ’;»_j} a

A
Mr. A. L. Porter, Jr., \,/“1 S
Secretary-Director } » W’i
New Mexico 0il Conservation Commission

Santa Fe, New Mexico

" Re: Tres Ranchos Unit Agreement,
Eddy County, New Mexico h

Dear Mr. Porter:ﬁ

Reference is made to my letter of August 9th on the ébove
matter.

At your earliest convenience ] would appreciate-it if you
would advise me when the matter will be set for hearing, and I
suppose that it will be in Hobbs pursuant to my request.
If there is anything that we can furnish you, please advise.
Yours very truly,

HERVEY, DOW & HINKLE

WEB:me By 22T I3 ol M'—,‘j Y,
} =




Law OFFICES

aom dERviy e7asna “ HERVEY. DOW & HINKLE
HIRAY. M DOW ’ ! _
CLARENCE E HINKLE FIrRsT NaTiONAL BANK BUILDING
W.E.BONDURANT, UR. :
GEGRIE H. MUNFKER,UR._ ROSWELL, NEwW MEXiCO
HOWARD C &RATTON S | TELEFHONE MAN 2-€310
S.8 CHRISTY 1V . N . e
- J.PENTOD TOLES August» 9, 1956

LEWIS C.COX,JR

Mr. A. L. Porter, Jr.,

Secretary-Director

New Mexico Oil Conservation Commission
~ Santa Fe, New Mexico

Re: Tres Ranchos Unit:Agreement,
Eddy County, New Mexico

Dear Mr. Porter:

Enclosed herewith please find original and two copies of Application
by Magnolia Petroleum Company for approvael of the above Unit Agreement.
We also enclose herewith two copies of the Unit Agreement which have been
fully executed. T understand that it is customary to send you three copies
of the Unit Agreement but Mr. Hannifin of Magnolia has discussed’ the matter
either with you or someone in your office and his notation shows that only
two copies need be sent you.

We are also sending the State Land Office an Application for their
approval.

- We would like to bhave the matter heard at the earliest date possible,
and also, if possible, would like to have it heard before your Examiner,
and as T understand it, the Examiner's hearing will be held in Hobbs, New
Mexico. Consequently, we ask that you set the case at the earliest date
possible. '

If you need any further information or desire to discuss the matter
please phone either the writer or Mr. Hannifin colluct.

Yours very truly,

HERVEY, DOW & HINKIE

WEB: me By 2ETFE W

Encls. ~
ce-Magnolia Petroleum Company ‘

P. 0. Box 662

Roswell, New Mexico

Attention: Mr. S. P. Hannifin
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CW“ NEW MELTCC #OR WiE PUAPCSL CF

NSTDERTNG : s
' CASE MO, Z/ jl(,/

THE APPLICATION OF MACNOLIA PELRICLEUN
COMPANY #OR . APPROVAL OF THE TAES RANCHOS
UNTT EMBRACING 1200 ACKES, MORE O) ILESS,

EDLY COUNTY, MEW MEXICO, IN T#P. 1¢ S.,

RGE. 23 Z., N.il.P.H.

co 01l Conservaticn Comunission

Now mexlco

New Mexi
Santa lFe,

Cowes the undersined, Maznolia Petreleumn Cowpany, a corporation
witn of'fices at Dallas, Texas, anxG iles qcre”Lth two covies of the
proposed Unit Azsreernent for the Development and Opcration of the Tre

D

Ranchos Unit, Eddy County, New [exico, and heredvy wmakes application
for the approval of said Unit Agreement as pnov*aed v law, and in sup-
port thereof, shows:

1, That the proposed unit arez covered oy said agreement embraces

1200 acres, mecre or less, more particularly describea as follows:

NEW MEXICO PRINCIPAL MERIDIAN, NBEW MEXICO

T. 19 8., R. 23 E., Eddy County, New Mexico
Sec. 10: A
Sec. 11: W
Sec. 15: N?
Sec. 4: WS N

State lands.

/ - ‘ »

2. That applicant is informed and velieves, and upon such informa-
tion and belief, states: That the proposed unit area cavers substantially
a2ll of the geological feature involved, and in the event of the discovery
of oll or gas thereon, that said unit agreement will permit the producing
area to ve developed and operated in the interest of conservation and

the prevention of waste of the unitized substanzes.

3. That dMajunolia Petrcleurn: Company is designated as unit operator
in said uvrnlit arsreement, and as such is given authority under the terns
thereof to carry on all operations necessary fer the development and
operation ¢’ tne unit arca for 01l and zas, subject to all aﬁplicablc

-

lavws and resulations, Tnat salcd un’t asreenent provides for tne com-




.
- .y -3 ]

e CHICHY © Do ‘Ll e v C I ! : 1 a..Q 1R i ¥ 1 i ! ( Lo

T P S - B T ~ T O N I NR A SRR O Ly d .

croraced Lo bt a0l serea witals o0 oy artes too et T ee anto o

Concndlssiowe: of Peolice Lacacs of the Stutce of Wew boexioes, o 0 0 Lo
driilins of saio well wita due X1 coee to o dovty oofhyicts Lot Lot
the Ellenburgcr Fermation or Lo such coeptor an st Tacs suoentn eor o
be discovered in paying auantitics 107 at o dooser copla provicoa,
nowever, tnhat tne operator is mob reguired L. .y coverd Lo dret o opaldd
well to a depth in excess of 10,000 feetl

-4, That said unit agfeement s in substanticlly tne same lorm
as unit agreements heretoforc approved oy the Comissioner of Public
Lands of the State of New Fexico ard vy the Hew Mexico 0il Co nservation

Commission, and it is velieved that I the event cil or gas in payin

[

]

quantities is discovered on tne lands within the unit area, that th

~ "~ ~

avrca canbe developed more economically and eiticientiy under

Pty

<
“

[0}

13 o :
N s A

the terms of 3aid agreement, to tne end that the maximum recovery will

o
o
bt
of
jay
0
I
A
%

be obtained, and that said unit agreement 1s in the interes
servation of 01l and zas and tne o”eveﬂtloﬂ of waste as con ntemplated
Ly the New Mexico 01l Conservation Commission staéutes.

5. That application is veing made Tor the approval of
agreement by the Commiasioner of Public Tands of the State of New Mexico.

6. That upon a1 order veing erntered by the New Mexico 0il Conser-—

vation Commission approving salild unit agreement and afﬁe? approvali there-
of" by the Commissioneerf Public Lands of the 3tate of New Melrico, an
approved copy thereof will De filed with the New Maexico 01k Conse?vaticn-
Conmission,

WHEREFORE, thne undersigned applicant respectfully reguests tnat a
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public hearing ve held on the matter of the avproval of sai
ment and that upon saic nearing, sald unit agrcement oc approved oy t1e
New Mexico 01l Conservation Commission as celiny in the faterest of con-

servation and prevention of waste,

ATED this 97 Gay of Ausust, 1950,
despectii oy noaar Lo,
VAGHCTIA Pan tCr il UOUE Y
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