"VGASE 1173: Skelly Oil Company

Sombereunit Son AT







b
)

OiL. CONSERVATION COMMISSIUN
P. O. BOX 871
SANTA FE, NEW MEXICO

March 28, 1958

Skelly Oil Company
Pox 1650
Telsa 3, Gklahoms

Atteation: 7. F. Thompson

Re: Sombrere Unit Ares
Lea Couaty, Mew Nexico
1558 Plan of Development

Gemtlemen:

This is to advise that the New Mexico (il Comservation
Commission ‘ms this date approved the 1858 Plan of Devalopment
for the Somlrero Unit Area, dated February 11, 1938, subject to
1mwwtuw«etmncm°tthsuu
of Few Mexico.

Oone a»fond faopy of the Plan is rctmed'umuha

O = ¢

Very truly yours,

penmell g
\.
—

A, L. FORTER, Jr.,
Secretary-Director

ALP/RLS/1ir

Enclosure
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" SSKELLY OIL COMPANY

LAND AND LEASE DEPARTMENT ' IULSA 2. OKLAHOMA

A. L. CASHMAN, VICE PRESIBENT
D. N. HILL, MGR. CENTRAL DIVIiSION February 11 ’ 1958

A, J. O'ROURKE, MGR. NORTHERK DINISION
W. W. SIMPSON, MGR. SOUTHERN DIVISION
T. F. THOMPSGN, MCGR. LEASE RECORDS

. Lease No. 58630 - Sombrero Unit
E2 Section 11 and W2
Section 12+16S-33E
Lea County, New Mexico
PLAN OF DEVELOPMENT

Commissioner of Public Lands
of the State of New Mexico
Capilsl Aunmex Suilding
Santa Fe, New Mexico

Att: Unit Division

0il Conservation Commissioner
of the State of Hew Mexico
Capitol Annex Building
‘Santa Fe, New Mexico

Géntlemen:

Section 3-A of the Sombrero Unit Agreement provides for the
submission and approval of an acceptable Plan of I-velopment
and Operation within six (6) months from the date of completion
of a well capable of producing unitized substances in paying
quantities. Pursuant to our request of August 8, 1957, you
granted us an extension of time for the filing of a Plan of
Development until February 14, 1958.

The cumulative production from this well to date is 136,619
MCF with a total recovery of distillate of 13,764 barrels. The
original pressure was taken on this well after a shut-in period
of sixty-eight (68) hours for 6,869 p.s.i.g. The last pressure
taken was on October 18, 1957, after a seventy-two (72) hour
shut-in period for 5,850 p.s.i.g.

Production to date has been solely for drilling purposes,
however, we have now entered into a Gas Purchase Contract dated
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Page 2
Pebruary 11, 1958

October 28, 1957, covering the sale of this gas to Phillips
Petroleum Company which contract runs for a term of ten years,
and on a month to month basis thereafter. Phillips has agreed
Lc take or pay for gas within six (5] months from the date of
said contract, however, we have been advised that completion of
facilities for marketing this gas should be completed prior to
that time. We therefore anticipate a continuous market for the
production from this well some time prior to April 28, 1958.

With such a thin section of pay in a well drilled to ap-
proximately 13,200°' and with the present pressure-prodr tion
history oa this well, we do not feel justified in recomwending
any further development on this unit. However, further pressure—
production history, after a permanent gas connection is made,
could change our opinion.

In view of the above, Skelly Oil Company, as operator,pro-
poses that no additional drilling be had on the unit area for
the period from February 14, 1958, to February 14, 1959. Prior
to the expiration of the period covered by this Plan of Develop-
ment, we will file another Plan of Deveslopment based on such ad-
ditional data which will be available to us during the period of
this Plan.

Please signify your approval of this Plan of Development in
the space provided below and return one approved copy to us.

“Yours very truly,

SKELLY OIL COMPANY

Approved:

Commissioner of Public Lands
SubJect p lee rovalij;?he Oil Conserwvation Commissioner
//
Approved: 7’ Filie - Date: 3/ 2 §/5 5

0il Conservation Cotmrissioner

Subject to Like 2pproval by The Commissioner of Public Lands
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Septemher 3, 1957

In reply refer to: ’ _ ! P
Unit Division fe )
S i
Skelly il Company ’ LT
Tulsa 2, Uklzhoma C \

Re: Sombrerc'ﬁnlg{sj

Attention: Mr. T. F. Thompson

Gentlamen:

Ye are enclosing one copy of your zzoquast fo-
Extension of TimePFF filing =z Plan of Lazvelopment
for ‘the Sombrero Unj?, which was approvsd by the
Commtecinner of Pub.!c Lands September 3, 1957,

This gppfoﬁil {s subject to the Plen of Develop-
- ment requiring the cormencinc of another well within
thirty days from Februsry i, 1958,
Very truly yours,

MURRAY . MCRGAN
" Commissioner of Public Lands

By: Ted Bilberry, Supervisor
Oil and Ges Departmeant

Blad iRt

MEM: MMR /@
Enct |}

cct OCC=3anta Fe
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In reply refer to:
Unit Division

May 19, 1959

Skelly 0il Company /
'o O. m 1650 /

Tulsa 2, Oklahowma
ATTENTION:

Sombrexo Unit 1 be terminated June 8§, 1959,
> t tha 0il Conservation Commission hu not
isswed sn ovder om Skally's application for establishment of

- & 640 scre drilling end spacing unit by this date, termination

of the Sombrero Upit vill be delayed pending the action and
decision of the 011 Conservation Commission on the 640 acre
spacing applicatiom.

Innmformmdﬁnmwyw.mdit

was our intention that the termination date would fau after

the 0i1 Congpervation Commission order was issued.

Very truly yours,
MUKRAY E, MORCAR
- Coumissioner of Public Lands

BY:

Ted Bilberry, Supervisor
0il and Gas Divisioo




OIL CONSERVYATION COMMISSION

. HOBBS, NEW MEXICO

June 19, 1958

N

- #re Jo No Dunlavey
- Skelly Oil Co.

Box 38
Hobbsg, New ¥oxico

Dear H:; Dunlavey:

I have at

R-23-E ¢ontIRCoRt upon approval of this office, and your request
of June 3, 1953,

: Approval to flare gas for testing purposes is hereby granted
for a period not to exceed 30 days and a volgmﬂ not to exceed
700 LCFCEFZ,

Yours very tiuly,

OIL CONSERVATION CONSISSIOHN

R. Fo ontgomery
Proration llanager
RF4/m '

ce-Ae Lé/ﬁ/rter, Jr., Director

OCC, Santa Fe

Ted Bilberry
SLO, Santa Fe
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In »reply refer to:
Unit Division

June 156, 1958

£kelly 011 Company
Box 33
Hotbs, New Mexico

Re: S8ombrerc Unit
E/2 Sec. 11, W/2 of
Sec 12. 16-5-33E
Lea County, New Mexico

Attention: Mr. J. N. Dunlavey
Gentiemn:

¥e will have no chjosticns bo your venting the ger from
the Sombrero Well No 1, as requested in your letter of Jun= 10,
1958, providing you have the consent and approval of the New '

Mexico 01l Conservation Commission.
Very truly yours,
MIRRAY E, MORGAN
Commissicner of Public lLands

BY:
Ted Bilberry, Supervisor
011 and Gas Division

MEM /R /s -
ces 0CC - Santa Fe e
OCC+~ Hodbbs
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in reply refer tos
Unit Apreement

April 11, 1958

Skelly 0il Company ‘ P
Tulsa 2, Oklahomm

Re: Scmbrerc Unit
Lea County, Few ¥exico

Attention: Mr. T. F. Thompson

. Gemé. lemen:

s  cavaen v T v Lo Arvm mvamsmaer st Armemar € ercriimn T d aa b L aee et e
R e e~ IR R T A 2 J S R 2 o L R e

February 11, 1955. ‘I'his appiication bas been amended to provide

for an extension of time in which to submit & Plan of Development.

Seeticn 3-A of the Unit Agresment specifically states and

specifies vhat & Plan of Development must contain, however, this

same Section does not limit the extension of time the Commissicnsr
may grant for submission of an initial plan of develcpment , other
than stating he ie authorized to grant a " reascnmble” extension

~where such action is justified by circumstances,

‘Therefore, in view of the above; the Commissioner of Fublic
Lands is approving an extension of time in which to file an imitial
Flaa of Develop-gnt for the period from February 1%, 1955, to Februsrty
ik, 1959.

Very truly yours,

MURRAY E. MORGAN,
Connmissioner of Public lands

By

Ted Bilberry, Supervisor
11 end Gas Division

MEM /124R [s .

ce: 01} Conseyvatlon Uowatsa S.u.:zL
Box B71L ’
Santa Fea, Hew Hoxico

bt el B e e
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In reply refer to: f C
Unit Division '

Skelly Oi1 Company
Tulsa 2, Chlahoma

Attentfon: Mr. T. F. Thompson
' Re: Sombrero Unit Sgreement - -
Request for Extensfon of Time
" for Flling Plan of Development
Gentlemen:

. We have recefved yodur request for an exteation to July i,
1558, under Section 3-% < the Sombrero Unlt 2Agreement,’

Section 3-A nrovides within six (6) months after the com-
pietion of a well capable of producing in paying quentitics,
Skelly shall submit an acceptable nlen of development and _
operation, therefore, that would be six months from February 1l

1957; which is on yonr C=10% as the completion date of this well.
that date being Anaust 1, 1957. - :

e feel that your request for an extension to July i, 1958,
or for onz year, ig not a reasonable extension,

‘4'9

5

would consider a si{x months extension ample and that the
plzn of further development which Ie submitted at that time

sknuld call for the commencing of another well within thirty days
f.om the submission of your plan 2f further development, This

would be granting you a seven months 2xtension in which tn start
drilling enother wsil,

Yery truly yours,

MURRAY 2. MORGAN
Commissioner of Public Lands

yys Ted Dilberry, Supervisor
. Oi{l anc Gaz Depnrtment
?'.\ <3 IAJR/m
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BEFORE TEE OIL CONBERVATION COMMISEION
OF THE STATE OF NE¥ MEXICC

o ey . W oy

v . . ) ] N ]
i CnadE Mo, ALt
j

Grder No. R-932

THE APPLICATION OF SKELLY OIL
COMPANY YOR TER APPROVAL OF ITS
SOMBRERO UNIT AGHKEMENT EMBRACING
640 ACRES, MORE OR LESS, LOCATED
1IN TOWESNIP 16 BOUTH, RANGK 33
RAST, NMPM, LEA COUNTY, NEW MEXICO.

P ORDER OF THE COMMISSION

BY THEE COMMIBSION:

This cause came on for hearing at 9:00 o'clock a.m.

ioa November 13, 1958 at Santa Fe, New Mexico, before the Oil

?Commtien Comnission of New Hoxico, hereinafter referred to as

the “Commigsion".

NOW, en this 5?7'5'dny of November, 1956, the Commission,.
a quorum being present, Baving comsidered the evidence adduced, and .

being fully advisod in the pmisos,

FINDS:

(i) Toai <ue public notice having bocn given as
required by law, the Commission ams jurisdiuiion i this cause
and the subject matter thereof. ‘

(2) That the proposed unit plasa will im principle

'of waste,

IT XS TEEXEFORE ORDERED:

1. That this order shall be known as the

SOMBRERC UNIT AGREEMENT GRDER

2. (a) That the projoci herein referred tc shall beo
xnovm as the Sombrerc Unit Agreement and shall hereinafter be
rstcrrod to a8 the "Project."

5 (b) That the Vlaw by which the project shall be
operatsd shall be embraced in the form of a unit agreement for the

"development and operation oi the Sombrereo Unit Area, referred to in-

"the Petitioner's petition and filed with said petition, and such

tead to promote the conservation of oil and gag and the prevestion




. _2_
‘Case No. 1173
‘Order No. R-922

‘rits shall be kaown as tho Combrero Unit Agreement Plan.

: 3. That the Sombrere Unit Agroement Plan shall be,
O ami bereby ls, approved in prlinciplie &8s a proper conservation
<, - - .measure; provided, however, that notwithstanding any of the
.provisions contained in said .uit egrsement. this approval shall
‘not be considered as waiving or relinquxshing in any manner any
'right, duties or obligations which are now, or may hereafter, be
‘vested in the New Mexico Oiil Conservation Commission by law relative
‘ , to the supervision and control ¢f operations for exploration and f
s o ' o ivelopmert of any lande committed to said Sombrerc Unit Agreemesct,
‘ Qs reletive to the production of oil and gas therefrom.

4. {&) That the unit area shall be:
NEW MEXICO PRINCIPAL MERIDIAN
i TOWNBHIP 16 SOUTB, BANGE 33 RAST

g T Section IL:
Section 12: Y/2

all in Lea County, New Mexico, containing 540 acres more or less.

; (b) Tho unit area may be enlarged or contracted
as orovidad in saild Plaxn.

i 5. That the unit operator shall file with tde Commission
, an executed originmal or executed counterpazrt of the Sombrerce Uanit i
Lo ' ‘ : ' ;Mmt witbin 30 Jdays after the effective datec thereof.

Ir

TP AT TR Y

 ©. Thatl any pariy ownigg rights in the unitized
substanves wvhoe deoes not commit such rightse ©o said unit agreement
htfore the effective date therecf may thereaiter became a party
xtharete by subscribing to such agreemsat or counterpart thervof,
ior by ratitying the same. The unit cperator shall file with tbc
'Camiasion within 20 days an orisizul of ‘any such counterpart or
ratif cation.

g 7. That this order shell b=come effective upon the :

‘a.pproval of said unit agreement by the Comaission~r of Public lLauxds

for the Btate of New Mexico and shall terminate i facto upcn th= -

tersinstion ol eaid unit agreemeat. The last operator saoall : )
“imsodiately botify the Commisaion in writing of such termimation. ; -y

[ oAttt
\\ ‘
1

'> DOXE at Santa Fe, New Mexico on the day and year
hereinabove designated. ;

STATE OF NEW MEXICO
O1L CONSERVATION COMMISSION

%?AM
ﬂ% C.Zzsr

A.'L. PORTER, Jr.,/Member i Secretary

—~




BEFORE THE
AN LT L, . . ——
WU L aNBseruaieit W oRGnission

SANTA FE, NEW MEXICO

IN THE MATTER OF:

case No_1173

~

TRANSCRIPT OF PROCEEDINGS

DEARNLEY -MEIER AND ASSOCIATES
CoutT REPORTERS
605 SiMMs BUILDING
TELEFHONE 3-6691
ALBUQUERQUE, NEW MEXICO




BEFCRE THD
OIL CONSERVATION COMMISSION
QANTA PE_ NEW MEYICO

LI ASE b g SN S ek Y

KOVEMBER 13, 1956
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'IN TEE MATTER OF:

*e

Application of Skelly Oil Company for an order grant-

ing appreval of its prepcsed Sombero Unit, Lea County,

New Mexico. Applicant, in the above-styled cause, Case
seeks an order granting approval of its proposed Som- No.
berc Unit containing 640 acres comprising the E/2 of 1173

Section 11 and the W/2 of Section 12, Towmship 16
Seuth, Range 33 East, Lea County, New Mexico. The
unit consists entirely of State of New Mexico lands,

—— -

S8 06 24 2O ¢ ¢& s a8 S5 s o

BEFORK:

Mr. A. L. Porter o
Mr, B, S. {(Johnny) Walker

TRANSCRIPT OF PROCEEDINGS

MR. PO&TER: We will consider next Case No. 1173.
Mr. Gurley, viopuld{you ’rea& the ca_s‘e?

MR. SURLEY. Application of Skelly 0il Company for an order
granting approval of its proposed Sombern Unit, Lea County, New
ﬁcxieo. |

W, E. STEWART

a witness, of iawful age, having bgen first duly sworn on oath,
testified as follows:

DIRECT EXAMINATION

By MR. SELINGER:

Q—State ycur name.— A W, FE, Stewart, =

DEARNLEY - MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE - SANYTE FE
3-6691 2-2211

T R T T




- A That ds-true.—

Q You arse with Skelly 01l Company?
A Yes,

In what capacity?

£

Supsrviscr of Unmite and Contrects in the Land Department.

P

Q As such, have you had occasion to work on a unit which you
heve designated as the Sombero Unit in Lea County?

A Yes, sir,

{Marked Skelly's Exhibit No. 1,
for identification.)

Q I hand you what has been desigﬁated as Exhibit 1. Is that
tha SsaﬁerQ Unit agreement of Lea County that you have before»you?

A ‘Yes; éir. | | | |

Q Has this agreement been submitted both to the 0il Conserva-
t’wz Commission and the Land Commission? |

A 'Yes; sir.

Q Has this unii been approved as to form and contents by the
Land Commission? |

‘A It has.

Q Attached to this unit agreenént are three designzted therein

as A, B and C, and indicates the location of the well and the pro-
peosed unit as well as the two joining and adjacent units, one
the South Saunders Unit operated by Humble and the other the

Seaman Unit operated by Sinclair, is that correct?

DEARNLEY . MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REFORTERS
ALBUQUERQUE - SANTE FE
3-6691 2-221%

o




of tfxe oil and gas interests under the unit agreement, is thst
correct? |
A Yes, sir,

Q@ And Exhibit C therecn is the geological interpretation éhour
ing the entire propesed unit as being productive from the Dévbniax;,\'
is that right?

A Pennsylvanian.

Q From the Pennsylvanian? A Yes.

Q Has the unit agreemsnt centained therein a plan of develop-
, mant? : c
| - A Y§§, ‘sir, it does, ,

Q And has-t.he well been already located ,-an?;:.l drilling opei'a-
tiens ce-lencod thereon at the propesed location indicated ih t::hi‘s
exhibit?

A Iz hes.
MR, SELINGER: We offer in evidence Exhibit 1. - I believe
that is all we have. | |
MR, PORTER: is there any ebjectioh to the admittance ,-of »
this sxhibit? It will be admitted. Does anyene have a question of
Mr. Stewart? Mr. Nutter.

CROSS EXAMINATICN

By MK. NUTTER ¢

DEARNLEY .- MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE - SANTE FE
3-6€9 2-2211
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Q Mr, Stewart, do you have a geological witness?
‘MR. ?;LIHGER: No, sir.

Q Could you tell me the structure that is on Exhibi’ C attachLd
to your unit agreement indicates this unit is based on a separate
high in the formation?
A T am no§ qualified ﬁo discuss that., This exhibit was pre-
pared by our geolegist and that is all I can say.

MR. SELINGER: Exhibit C 4indicates thé geélogigal inter-
pretation as reflected by our -iicotingand does show a separate
high on the entire 6&0 acres. |
Q This atructure would not be related to the structures on
éhs ones to the north and the ones tg}the southeast?

MR. SELINGER: Probably not, nb, sir.
Q 'Daoa the unit agreement contain the segregaticn clzuse?
A Yes, it does. Skelly 1s the §n1y lease owner in here.
Q You mentioned that you have a plan of development for ob-
taining discovery in this unit, What provision is made for furthen
driliing if productien is obtained what would be the course of
Skelly? h
A Well, we will file for Section 3-A and file our pian of
development at such time. That is about all I can say at this tiﬁq,

Mr. Nutter.‘

Q The unit would be developed? A Yes, sir.

DEARNLEY  MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE - SANTE FE
3-669 2-2211




MR. PORTER: Within six months?

A Az per Section 3.

Q Would Skelly Oil Company be willing to submit to the 01l
Conservation Commission a periodic statement of progress in this
mitc?

A Yes, they would.

HMR. PORTER: Mr, Mankin.

By MR, MANKIN:
'Q Does Skelly anticipate production from the Pennsylvanian

formatioen?
A It is my understanding, yes, sir.

o dn 4 T
Tc pali or Bacs ¢

§ De they amtict r hoth?
| A. I understand there is a possibility of both,

. MR, SELINGER: I might answer that, Mr, ’Mankin. The well
1s prejected to a total depth of 12,800 feet. There has already
been shows of- oil in the surrounding well in the Ptnnsylvanian;
and also there are wells now being dually em;eted to. th§ Atoks

gas and a definite dual cempleti.. proposal by the surrounding we)

So in this arez we have both oil and gas developﬁent in the diffsry¢

ent pays.
Q Then, Mr, Stewart, the gas development might be a portion

of the Atoka, from the Atoka which is in the Pennsylvanian, 1s thaf

correct?

18,

DEARNLEY . MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUGLERQUE - SANTE FE
3-6691 2-2211
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A That is right.
Q This well 1is destined %o test through the Atoka?

A Yes, sir,

o3

Of the Pennaylvanizn? A Yesm, sir.
MR. PORTER: Are there any further questiens of the witnolar
Tha witness mey be =2xcused, The case will be takan under adviase-

ment.
(Witness excused.)

CERTIFICATE

- aem G Gay e A e amm P W

STATE OF NEW MEXICO )
! B3
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Notary Public in and for the County of

Bernalille, State of Kew Mexico, do hereby certify that the fere-‘
zoing and gttached Transcript of Proceedings before the New Mexico

01l Canaervétion Commission was reported by me in stenotype and re-
duesd to typewrittem transcript under my personal supervision,

and that the same is a true and correct record to the best e! my
knowledge, skill and ability.
WITNESS ny Hand and Seal this Z;, day of November, 1956,

in the City of Albuquerqua, County of Bernalillo, State of New

- | Mexico.

Notary Public 7 ]

My commission expires:

June 19, 1959,

DEARNLEY - MEIER & ASSOCIATES
INCORPOKATED
GERERAL LAW REPORTERS
ALBUQUERQUE - SANTE FE
3-6691 H

z.-22n1




OIL UONSERVATION COMMISSIUN
P 0O 80x a7t
SANTA FE, NEW MEXICO

March 12. 195‘,

Mr. Randall Montgomsry -
011 Coneservation Commission
P.0e Box 2“5

Hobbe, New Mexico

Dear Fandall:

This will refer to ocur recent conversations and your letter of
¥arch 5th ia regard to & tesling period for Skellyts No. 1 Well ia
the Sombrerc Umit im Lea County. From the facts set forth in your
letter as to the depth of the well and its cost and the relative
“value of the gas that would be vented during the testing period,
it sesms to us that the request for a ninety-day testing period is

reasonable. It is our feeling, after a discussion with Mr. Gooley
of the Commission legzl staff, that you, as District Supervisor,
are empowered to grant the nimety-day testing peried.

‘It is our suggestion, however, that in notifying the operator
of our approval, you assure them that it will be necessary for thea
to secure approval frem the State Land Office since the well is
located on state land. We would further suggest that the opersator
give us a written report on the tests that are to be conducted at
the end ¢f each thirty-day pesriod. The authorised ninsty-day teating
period should bogin on the coapletion date as shown on the operator?-
?orlb-xlat

Yours very truly,

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

ALP:bp

CC~Skelly 0il Co,.
Box 38, Hobbs

State Land Offics




GOVYERNOR

EDWIN L. MECHEM
CHAIRMAN

New Mexico
Ol CONSERVATION £NMANEEINM

R T T I L RS B

LAND COMMISSIONER MIRRAY . MORGAN STATE GEQLOGIST A.L. PORTER JUR.
MEMNBEN o SECRETARY DIRECTOR

{) T 0,{1"' P. O. BOX 2045
A ¥ HCBBS, NEW MEXICO
e 4 I T
L /k7 F March 5, 1957
4 ,

Mr. A, L. Porter, Jr., Director
041 Conservation Commission

Box 871

Santa Fe, New Mexico

Dear Mr. Porter:

In answer to your re@ést-bf March 1, 1957 concerning the testing period
on the Skelly Oil Company Well No. 1 in the Sombrero Unit, it is my
-recommendation that the 90 day testing peric-d be granted,

Tha rosenns "Ao s i o ad $ oo

The re for recommending this sxtended tesiliy peériod . are-due to tile
well known fact that Permsylvaman reservoirs are historically short in
life, Examples are the El Paso Welch Unit that had an IP of over 100,000
MCFGPD and in a few months was depleted. The Humbhle Chalk RInff Ares, and
the Skelly Dow Area are all examples of initially good wells, but have

not held up under produciion as was expected. However we hope this reser—
voir is better. Further reasons being that the depth of some 13,000 feet
is an expensive depth to reach. However the operator will probably dev-
elope the area if proven that it is an economical venture. The cost of
the No. 1 Well was over $350,000 and.the value of 1,000 MCFGPD for 90 days
would be §9,000. The 1,000 MCF is the estimated maximum amount that would
be vented since a contract has been 'signed with a drilling contractor to
furnish gas, with the stipulation that 3 days out of each month the well
will be shut in for testing. It is estimated the rig will need 300 MCFGPD.

Presently no market is available for the sale of gas, however :if the res-
ervoir is evaluated and proves to be worth drining, undoubtedly gas trans-~
mission lines would be laid.

~ Yours very truly,

OIL CONSERVATION COMMISSION
TS, S e e
./,j ' '/’r/ . ' ; //;f }///:/;f';//" e ")./'

R. F. Montgomery ’ /
- Proration Manager

RFM/mc

P
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Céaiy, 72

CONSERVATIAN RAMMISSION
P 0. 80X 87T
SANTA FE, NEW MEXICO

o

.

March ), 1957

Dear KEr. Nomtgomery:

I am in receipt of a letter froz Skelly Cil Company under date
of February 27th requesting a 90 day testing pericd Ior thsir MNe.
Sombero Unit, Lea County, focr the purpose of svaluating
data. As you have previocusly advised, this matter has

I

R
:
8
B

i
il

; brought to your attentien by Nr. Ramey of 4h= Icbbs
Skelly Oil Company. It is my understanding of Skslly's
it is thelr deaire t¢ produce the well for 30 days,
conduct a seriss of tests, produce for anciher 30 days, conduct
sts and etc., for three such poriois. The first resctiom
techmical staff of the Santa Fe Office is that the tests should
be a continuous basis and that Skelly's purpose can probsbly .
in less than 50 days. ‘ :

E

|

I would like for you tc give this matier further study, discuss it
with ¥r. Fischer and Kr. Bunyan of youwr staff and let me have your
recamsendations as soon as possible. In your study, it might be well
for you to determine vhether or not the well has been tested in other

Very truly yours,

A. L. PO!‘ter, Jre.
Sscretary - Director

ALPtbp

CC-Mr. George Selinger

Er. 4, H. Uunlavey
Bax 38
Hobbs, New Mexico
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'SKELLY OIL COMPANY

Tt SA 2 OKLAHOMA

T TION DERARTOIN
! SR MANAGER

February 27, 1957

Re: Sombero Unit
Secs, 11 - 12 - Twp 165 - Rge 33 E

Mr, A, L, Porter, Jr. :
New Mexico 0il Oonsemtion Commission

Box 871
Santa Fe New Hatlco '

Dear Sir:

The No. 1 well was recently completed as a gas-
distillate discovery in the Atoka formation, lea County,
New Mexico, and we are respectively requesting the testing
period of 90 days to evalunate reservoir data, to permit
us to havu three 30 day testing periods. That is at the
end of sach 30 days conduct a series of tests and we feel
that three of such testing periods are necessary to properly
evaluate this reseryoir which iz approximately six to seven
feet in thickness, K

FiS:de

©3: M, Randall Montgomery
lew Mexico Oil Conservation Commission
“obbs, Ncw Mexico

HI'. Dunlavey




: Cctober 31, 1756
In reply refer to: .
Unit Division

Skell,; Of1 Co.
Tulsa 2, Olklahoma

‘Re: Sombrero Unit -
£/2 of Section 11 end
W/2 of Sectlon 12-16S=~13E,
Lea County, New Mcxico

Attentien: Mr. W. J. Stewart

Gentlemen: -

We have received two e¢xecuted copies on the above
degscribed proposed Unit Agreement. In accordance
with my telephone conversation with Mr. Stewart, we are
returning these copies to you with copies of our sug-
gested changes and additions to your Unit.

pi Bk

é We would suggest that this is not a Declaration of
- Communitization bii "The Somdrero Unit Agreement,®™ and

ft should Ze 30 described, This office reguires iwo

eéxecuied coples for our files, '

This Unit Agreemeni will be approved as to form and
context by our attorney, and we will notify you by letter.
However, the Unit Agreement will not be approved until
after your hearing before the New Mexico Ofil Conservation
Commission on November 12, 1556, and their order on this
case has been issued.

] Please feel free to call on us if we can ke of fur-
ther assistance to vou. :

Very truly yours,

E, §, WALKER
Commissioner of Public Lands

ESW:MMR/m
enct 2
ccr OCC-Santa Te
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«.L CONSERVATION COMMISSICN
P.O. BOX 871

SANTA FE, NEW MEX!CO

November 29, 1956

Mr. George W. Selinger
P. O. Box 1650
Talss 2, Oklahoma

Dear Sir:
We enclose & signed copy of Order R-922, issued on

‘November 27, 1956, by the Oil Conservation Commission in Case
1173, which was heard on November 13, 1956.

Very truly youra,

A. L. Porter, Jr.
Secretary-Director
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iJecember Iy, 1956

in reply refer to:
Unit Division

Skelly 21 Co. :
Tulsa S, Oklahoma

Re: Sombrero Unit -
£/2 of Section 11 and W/2
of Section 12-16S~33E,
Lea County, New Mzxlice

T UL

Atteation: Mr. V. J, Stewart
Lease Records Division

Gentlemen:

Ve are enclosing one copy of The Sombrero Unit
Agreemen?, Lea County, MNew Mexico, which was approved
- by the Commissioner of Public lLands Decembes Y, 1956,
and approved by New Mexico Oil Conservation Commission
Order Wo. R-922 Hovember 22, 1956, ‘

Please furnish this office with an approved copy
of your C=10! and all further reports Including C~105.

Also enclosed is Official Receipt No. D-132566 in
the amount of %210.00 covering your filing fee,

Very truly yours,

Z. S, WALKZR
Commissioner of Pubrlic Lands

ZSWMMR/m

enc: o

cc: XX =Santa Fe
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Date [5;:2[(26

CASE / / ;7/3 Hearing Date / ;57

My recommendations for an order in the above numbered cases are as follows:

A SEE Georemri

Ww‘w{ﬁ,\“

Staff Member




No. 37-56

DOCKET: _REGULAR HEARING NOVEMBER 13, 1956

0il Conservation Commjission 9:00 a.m , Mabry Hall, State Capitol, Santa Fe

ALLOWABLE:

CASE 727:

CASE 861:

CASE 1102:

(1) Consideration of the oil allowable for December, 195€.

(2) Consideration of the allowable production of gas from
degignated pools in Lea County, New Mexico, for December,
19568, and also presentation of puschasers' nominations
for the 6-month period beginning January 1, 1957; also
consideration of the gas allowable for December, 1956,
for the prorated pools in San Juan and Rio Arriba
Counties, New Mexico.

NEW CASES

(Readvertisement) Application of the 0Oil Conservation Com-
mission upon its own motion as provided for in Order R-610-C,
to hear testimony and receive evidence regarding the amend-
ing, revising or abrogatirg existirg Rules and Regulations

“of the Qil Copscrvation Commission, and/or promulgating rules

and regulations relating to gas pool delineation, gas pro- .
ration and other related matters affecting or concerning the
Blinebry Gas Pocl, Blinebry 0il Pool and Terry-Blinebry 0il

T T AT

A wrvra o

(Readvertisement) Application of E1 Paso Natural Gas Company
for an order amending the well spacing and drilling unit
provisions of Commission Order R-639 and establishment of gas
proration units and allocation of gas production in the
Crosby-Devonian Gas Pool, Lea County, New Mexico. Appliicant,
in the above-styled cause, seeks an order amending the Special
Rules and Regulations for the Crosby-Devonian Gas Pool as set
forth in Order R-639 insofar as well spacing and drilling unit
provisions and the wells to be excepted thereto. Applicant
further seeks to establish standard gas proration units coan-

- gisting of not less than 632 acres nor more -than 648 acres

and further seeks to establish the allocation of gas production
in the proportion that the acreage assigned to each well
multiplied by its well-head pressure after 72 hours shut-in
bears to the sum of said product for all wells and proration
units in the Crosby-Devonian Gas Pool or in accordance with
such other method for allocating production as the Commission
shall deem necessary and proper. ‘

(Rehearing) Application of the Ohio 0il Company for rehear-
ing in Case 1102, Order R-892 which established pool rules
for the Dean Permo-Pennsylvanian and Dean-Devonian Pools, fea
County, New Mexico. Applicant, in the above-styled cause,
seeks reconsideration by the Commission of the spacing and
allowable provisions for the Dean Permo-Pennsylvanian Pool
with particular attzntion to the allowable for existing wells
on 40-acre tracts. Applicant contends that such wells should
retain the normal 40-acre allowable rather than one-half of
the normal 80-acre allowable as established by Order R-832,
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CASE 1172: Application of Magpnolia Petroleum Ceompany fsr an order

- granting exception to paragraph 2 of the Special Rules
and Regulations of the Dean Permo-Pennsylvanian Pool as
set footh in Order R-892 and further for an extension of
the horizontal limits of the Dean Permo-Pennsylvanian
Pool. Applicant, in the above-styled cause, seeks an
order granting the establishment of an 80-acre noan-standard
proration unit comprising the NE/4 SE/4 of Section 27, and
the NW/4 SW/4 of Section 26, Township 15 South, Range 36
East, NMPM, Lea County, New Mexico; said acreage to be
dedicated to its Cone No. 1 ¥Well, located in the NW/4 S¥/4
of said Section 26 and further applicant requests the
extension of the horizontal limits of the Dean Permo-
Pennsylvanian Pool to include the SE/4 of said Section 27.

|

" CASE 1173:

et
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Application of Skelly 0il Company for an order granting
approval of its proposed Sombero Unit, Lea County, New
Mexico. Applicapt, in the above-styled cause, seeks an
order granting annrcyal cf its pioposed Sombero Unit
centaining 640 acres comprising the E/2 of Section 11 and
the W/2 of Section ‘12, Township 16 South, Range 33 East,

Lea County, New Mexico. The unit consists entirely of
— State of New Mexico lauds.

L

mr——————

CASE 1174: Applicétion'of the 0il Conservation Commission upon its

cwn meotion for an order granting exception to Rule 502
I (a) of the Commission Statewide Rules and Regulations
for 211 wells in the Caprock-Queen Pool, Chaves and Lea
Counties, New Mexico. Applicant, in the above-styled
cause, seeks an order granting exception to Rule 502 I
(a) in permitting production greater than 125% of the
daily allowable for all wells ian the Caprock-Queen Pool:.
CASE 1175: Southeastern New Mexico nomenclature case calling for the
creation of new pools and the extension of and deletion of

certain areas from .existing pools in Lea and Eddy Counties,
New Mexico:

N R ORI ft'rv“*‘:w@‘f.m-‘" v'(f'v'wm;r"

(a) Create a new pool. for Pennsylvanian production,

designated as the Anderson-Pennsylvanian Gas Pool,
and described as:

TOWNSHIP 17 SOUTH, RANGE 30 EAST
Section 18: Nw/4

- (b) Create a new pool for Pennsylvanian production,

designated as the Duffield-Pennsylvanian Gas Pool,
and described as:

TOWNSHIP 16 SOUTH, RANGE 27 EAST
Section 21: SW/4
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(c¢) Create a new pool for Devontan production,
designated as the Four Lakes-Dovenian Pool,
and described as:

TOWNSiIP 12 SOUTH, RANGE .7 FAST
Section 1. NW/7 T
Section Z; N/t

(d) Create a new pool for Wolfcamp production,
designated as the Four Lakes-Wolfcamp Pool,
and described as:

TOWNSHIP 12 SOUTH, RANGE 34 EAST
Section I NW/4
Section 2: NE/4

(e) Create a new poolrfor Pennsylvanian’prodnction,
designated as the Fren-Pennsylvanian Gas Pool,
and described as:

TOWNSHIP 17 SOUTH, RANGE 31 EAST
Seciion 1o, owu/E ' o
Section 21: E/2°
Section 22: NW/
(f) Create a new pool for Seven Rivers production,
designated as the High Lonesome-Seven Rivers Pool,

and described as:

TOWNSHIP 16 SOUTH, RANGE 29 EAST
Section 15; NW/4& ) -

(g) Create a new pocol for Pennsylvanian production,
designated as the Ranger Lake-Pennsylvanian ¥Pool,
and described:as: -

TOWNSHIP 12 SOUTH, RANGE 34 EAST
Section 23: SE/4 }

(h) Create a new pool for Yates production, designated
as the Saladar-Yates Pool, and described as:

TOWNSHIP 20 SOUTH, RANGE 28 EAST
Section 33: §SW/4

(i) Create a new pool for Delaware prodhction, designated
as the Wye-Delaware Pool and described as:

TOWNSHIP 22 SCUTH, RANGE 27 EAST
Section Z9; NV /4

() Y¥xtension of the Aid Pool to include therein:

TCWHRLTID 10 SCUTH, RARGE =9 ¥FAST
Section 19 SV /7
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(k)

(1)

(m)

(n)

(o)

(pi

(q)

(r)

(s)

Extension of the Atoka Pool to inciude therein:

TOWNSHIP 18 SOUTH, RANGE 26 EAST
ection : (Y

Section 1i: S/2

Section 13: W/2 w/2

Section 21: NE/4

Section 22: NE/4

Extension of the Dean Permo-Pennsylvanian Pool
to include therein:

WNSHIP- 15 SOUTH RANGE 36 EAST

ecEI on 23: 72 é

Extension of the DOa Hermanos Yates-seven Rlvers

" Pool to include therein:

TOWNSEIP 20 SOUTH, RANGE 30 EAST
Section 52: E/2 ﬁi/l’ S

Extens1on of the North Gladiela-Devonian Pool
'LO J.ncj.uue I.nereJ.n

TOWNSHIP 12 SOUTH, RANGE 38 EAST
Section 5: W/2

Extension of the H1gh-Loneso-e Pool to include
therein:

TOWNSHIP 16 SOUTH, RANGE 29 EAST
Section 2I: E/2 and SW/4
‘Section 28: All
Extension of the Hobbs Psol to include therein:

TOWNSHIP 18 SOUTH RANGE 37 EAST
ection

Extension of the Roberts Pool to irnzclude therein:

TOWNSHIP 17 SOUTH, RANGE 33 EAST
Section 8: RE/4

Extension of the Townsend-Wolfcamp Pool to include
therein:

TOWNSHIP 16 SOUTH, RANGE 35 EAST
Secticon 1: Lots 9, 10, 15 & 16
Section 8: NE/4 SW/4

Extension of the Jalmat Gas Pool to include therein:

TOWNSHIP 22 SOUTH, RANGE 35 EAST
Section 11: SE/4
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CASE 1176:;

No. 37-56

(t)

{u)

(v)

Deletion from the Terry-oiinebry Oil Pool
the following:

TOWNSHIP 21 SOUTH, RANGE 37 EAST
Section 3: Lots =, 10, 11 & 12

Extension of the Blinebry Gas Pool in Lea
County, New Mexico, - -to include therein:

TOWNSHIP 2] SOUTH, RANGE 37 EAST
Section 3: Lots 6, 10, II & 12

Extension of the Blinebry 0il Pool in Lea
County, New Mexico, to include therein:

TOWNSHIP 21 SOUTH, RANGE 37 EAST
Section 3: Lots 6, 10, 11 & I2

Northwestern New Mexico noienclature case calling for
the extension of existing pools in San Juan and Rio

Arriba Counties, New Mexico:

(a)

(b)

(c)

(d)

Extension of the Ballard-Pictured Cliffs Pool
»to inciude theirein:

TOWNSHIP 26 NORTH, RANGE 7 WEST
Section 30 SW/4

Extension of the Aztec-Piciured Cliffs Pool to
include therein:

TOWNSHIP 29 NORTH, RANGE 10 WEST
Section 2: w2

Extension of the Otero-Pictured Cliffs Pool to
include therein:

TOWNSHIP 24 NORTH, RANGE 6 WEST
Secticon 36: S/2

Extension of the Tapicito-Pictured Cliffs Pool
to include therein:

TOWNSHIP 26 NORTH, RANGE 3 WEST
Section 33; E/2

TOWNSHIP 26 NORTH, RANGE 4 WEST

- ——

Section 3: S/2
Section 4: sS/2
Section 10: N/2
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(e)

(1)

ir/

Extensicon of the ¥est Kutz-Pictured Cliffs Pool
to include therein:

TOWNSHIP 27 NORTH, RANGE 11 WEST
Section 10: NE/A , ' -

Extension of the Bisti Lower Gallup Oil Pool to
include therein:

TOWNSHIP 25 NORTH, RANGE 12 WEST
Section 7: SE/4

S

P




SKELLY OIL COMPANY

TULSA . OKLAHOMA
Pe O, Box 993

Midland, 7
COPY Soptmr 2.::.1956

Re: PROPOSED UNTT M’o
E2 Section 11 snd W2

Seetion 12 - All in - .
Township 16 Seath, V/j
Range 33 Bast,

Lea County, Rew Mexieco

Hemorelle E. 3. Walker | {M // / 3
Commiszsiomer of Public Lands T

State Land OfTiece . ‘ ‘

Santa p.’ m mico . /

Dear Sir:

Uo mulé ike to propose the formation ot the sbove unit com-
piiaed &I &amtnmmnmottmhtotonm
pcu!bh pordusing zonss in the Pemnsylvaniaii &l approximately
11,000' and 12,500' respectively, The location 5t the test
wuld be in the spproximats center of the SEj W) of Seetion 11
hereoi, Jur prenosais ars bascd oz subsurfseo control, as well

as on seismograph Miug.

The acreage is md wiclly by the State of Eew Mexieo, being
sub jeet to leases as follows:

1. State Lease fl-nSb dated January 10, 19%7, cming
W2 Sestiom 12 (32D acres gross and nst), together
with other acreage.

2, Stete leass FE-12111, dated Mareh 10, 1947, covering
NEh Section 11 (160 seres gross and net), and other
asreage, '

3., State Lease #03-211, dated September 13, 195(, cover-
ing SEj Saction 11 (160 acres gross and nst), snd
other aecisags,

All of these leases are now held by Skelly 211 Coupany, there
being no overrides or cil payments encumbering the working
interests,

*his proposed unit liez immediately Socuth of and adjacent to
South Saunders Unit, operated by Humble, and it lies immediately




e

Page #2
Ron. E, S. walker

/20 /58

West of end sdiseant to tha Sseman Txis, Speratod by Sinclair,
It is our belief that in view of the present esxisting adjacent
units, the umit pilen of development would be dezired in the
ecntimied doveslopaent for the ares,

Inasmmeh a3 Skelly 01l Company would be the only working interest
operator in the umnit, and that the royalties are ocwned who

by the 3tate of New Mexieo, we would raspeetfully request t

you adviss us az follows:

Whether or not you would approve this in primeipal
for tho anit plsn of development,

mmrormtinﬁworthomr-hlpcfﬂamy-
alties and werking interests an Examiner Hearing,
rather than a Coomiasion Hearing, could be considered
in thig instmmee, Provided ths matter could bas eon-
sldered in an Examiner Noaring. what menld ke S
wvariiest punm date for ths hearing, amt uhero?

Whether or mot you would agree to commeneement ‘m-

mediately of astual drilling operstions prior to m» -

ml by you of ths unit and nperating agreements,
. of sourse, 'onld be subject to the wnts

-- S P
reSSptabls LU you,

Inssvuch as we '111 desire to commence the iritisl teat im-
ludiatoiy 1t will ba %*raciatad if you will favor us with an
erpression cuncarting ituis waktter, Eindly address us st ocur

sbove Midland, fsm addres:z,

Yours very truly,

[FRLILY 0TI, NOWPAYY

BHHK: VW
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P S_SISKELLY OIL COMPANY

TULSA 2, 0KLAHOM A

PRODUCTION DEPARTMENT
J. 8. FREEMAN, ViCK PRESIGENT

Osteder 19, 1956 -
51 Commerwtion Commission
Dex ST -
Seska Ye, New Nexiee
Kindly comsider this as s o for sppreval of
G WERFEES VAiL, O BT GPITINE BY OREAAJ WAL WMPHRTp Bhaves e

Yours very tmuly, 7
(Signed) GEORGE ¥. SELINGER

George ¥. Selimger

eo-Nr. J. . Dunlavey
Nr, ¥, L. Stowart

P.C. The following conianies have offset acreage: Gulf, ~hillips,
3rell, Humble, Mabee.

L
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. valid and subsisting oil and gas leases on and covering the

_(Sec. 3, Chib. 88, Laws 1943, as smended by Sec. 1 of Chap-

_ter 162,_Laws of 1951) to consent to and approve the unitized

‘of any 011 or gas pbol,"field or area lying thereunder; and

THE SOMBRERC UNIT AGRERNMENT

TLA AATTMIMY NI MRYTNNH
ATAMD N NS AY ek B arao st e i

WHEREAS, the undersligned Skelly 011 Company (hereinafter

referred to as "Skeliy") owns and holds three (3) certain

land hereinafter described and thus has effective control of

the oil and gas operations therein.and thereon; and

WHEREAS, theACQmmissioner of Public Lands of the State

of New Mexico 1s authorized by an Act of the Legisléture

development or operation of Staie lends as to part of or all

WIEREAS, the Commissioner of Public Lends of the State

of New Mexico is-authorized by an Act of the Legislature

R s st

{5e¢. i, Chapter 162, Laws of 1951) %o amend with the ap-

proval of the lessee, any o1l and gas lease embracing State

lands so that the length of ‘the term of sald lease may coin-

cide with the term of such unitized a .opment ahd‘opera-'

tion of Steate 1ands;‘and‘

WHEREAS, the 011 Conservation Commission of the State
of New Mexico (hereinafter referred to as the "Commission")

is authorized by an Act of the Legislature (Chap. 72, Laws

iof 1935) to approve this instrument and the conservation -

provisions hereof; and

WHEREAS, Skelly‘desires to conserve natural resources,
prevent waste and secure all other benefits cbtainable through

unitized development and operatcion of the srea sutject to this

BEF im
C
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‘hereby designated snd recognized as constitutin

instrument pursuant to and in accordance with the terms, con-
ditions end limitations hereinafter set forth;

NOW, THEREFORE, in consideration of the premises and the
benefits to be derived herefrom, the undersigned Skelly 011l
Company hereby declares thatt

1.
UNIT AREA
‘Skelly, in the exercise of the right and power which it
has as the owner of sald oll and gas leases described in Ex-

hibit "B", does declare that said leases shall be and the same

- are hereby pboled, combined and unitized so as to form a unit

composed of the following deseribed land, which said land is
Y uting th mb
Unit Area:
East Half (E/2) of Section 11 and West Half
(W/2) of Section 12, Township 16 South, Range
33 East, N.M.P.M., Lea County, New Mexico,
contalning SLO acres, more or less.
Exhiblt "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 Skelly. Exhibit "B" attached hereto

13 a schedule showing to the extent known to Skelly the acreage,

percentage and kind of ownership of 01l and gas interests in
all land in the unit area. Exhibits "A™ and "B" shall be re-
vised by Skeily whenever changes in the unit area render such
revision necessary, or when requested by the Commissioner of
Publie Tanda, hereinafter referred to as "Coﬁmissioner".

When practicable, the above described unit area shall be
expanded to include therein any additional tract or tracts re-
garded as reaéondbly necessary or advisable for the purposecs
of this instrument. Such expansion shall be effected In the
following manner:

{a) Skelly, on its own motlon or on Jdemand of the Com-

clpea s m s e 2o rntic s of provosed expansion

Ao ey e T e e s 0 A e Boundaries of
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the unit aree, the roasons therefor, and the proposed ef-
fective date thereof. * ‘

(b) Said notice shall he delivered to the Commissioner
ond coples thercof mailed to the last known address.of each

Working interest owner, lessee, and lessor whose interests

.are affected by such expanslon, advising that thirty (30)

days will be sllowed for submission to Skelly of any objec¥
tions.

(c) Upon expiretion of the 30-day period provided in the
preceding item (b), Skelly skall file with the Commissioner

evidence of'mailing of the notlice of expansion and a copy of

'anj objections thereto which have been filed with Skelly.

(d) Upon epproval by the Commissioner, after due con-
sideration qf”ali peftinent information and after cue notice
-ana hearing, such expansion shail become effective as of the
date prescribed In the nctice thereof,.

All land affected by this Instrument shali constitute
land referred to herein as "unitized 1and" or "land subject

to this instrument".

2.
~ UNITIZED SUBSTANCES

All o011, ges, natural gasoline and associated fluid hy-
drocarbons in any end all formations of the unitized land are
unitized under'theAterms of this instrument and herein are

calle @ "unitized substances".

3.
DRILLING TOC DISCOVERY

Within sixty (60) days after the effective date hereof,
Sketly shall commence, or causc toec bhe commenced, operstions

for the drilling of a test well for oil end ¢as st a location
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described as beling 660 feet from the West line and 1980 feet

from tho Norih line ol Section 12, Township 16 South, Renge

33 East, to an approximate depth of 12,800 feet or to a depth

sufficient, in the opinion of Skelly, to test the Pennsylvanian

Formation, whichever is the lesser depth, or to such lesser

‘dapth as unitized substances shall be discovered in paying

quantities, or until in the opinion of Skelly it shall be de-
termined that the further drilling of seid well shall be un-
warranted or 1mpracticable. Untll the Zdiscovery of a deposit

of unitized substences capable of belng produced in paying

_quantities, ékelly shell continue drilling diligently one well

at a time, allowing not more than six (6) months between the

7 cbmpletidn‘- of -one well and the beginning of thé naxt well an.

'til a well cepable of producing unitized substances in paying

and the Cdmmission, or until it is reasonably proved that the
unitized ;and i1s incapeble ot producing unitizéd subetances in
paying quantities in the formation drilled hereundér. The Com-
missioner may modify the drilling requiremcnts of this sectlion
by grantiﬁg reasconable extensions o’ time when in his opinion
such acti§h 1s warranted. |

'Upon Tailure to comply with the drilling provisions of
this section, the Commissioner may after rcasmable notico to

Skelly at 1ts last known address declars this instrument tor-

minatcd,.

3-A
PLAN OF FURTHER DEVELOPMLINT AND’OPERATION‘

Within six (6) months after completion of & well capable
of producing unitized substances In paying quantitles, Skelly
shall submit for the approval of the Ccmmissioner, snd the

Commisslion, an acceptuble plen of development and operation

iss 13 coiipigind Lo Lne saiisluciion ol the Conmissioner

R



for the unitized land which, when app: rcd by the Commissioner.
snd the Commission, shall constitute the further drilling
‘and operating obligations of Skelly under this agreemeht for
the period specified therein. Thereafter, from time to time
before the explration of any existing plan, Skelly shall sub-
mit for the approval of the Commissicner, and the Commlssion,
a plan for an additional specified period for the development
and operation of the unitized land. Any plan submitted pur-
suant to this sectign shall provide for the exploration df_the
unitized area and for the determination of the ares or areas
. thereof capéﬁle of producing unitized substances in paying
quantities in each and every productive formation end shall

be 2z complete and adsguabs as itiie Commissioner, and the Com-

3
b
(¢)

mission, mﬁy determine to be necessary for timely development
and proper conservation of the oll and gas resources of the
unitized area and shall (a)-specify the numﬁer_and locetions
of aﬁy wells to be drilled and the proposed or&ef end time for
such drilling; énd (b) to the extent practicablé_specifyvthe

- operating practices regarded as necessary and édvisable‘for
proper conservation of natural resources. Séparate plsns may
be submitted for separate productive zones, subject to the ap-
proval of the Commi ssioner and c-e Commlission. Such plan or
plans shall t> modified or supplemented when~neces§ary to

meet changed conditipns or to protect tha interests of all
parties to this asgreement. Reasdnable diligence shell be ex-
ercised iﬂ compl&ing with the obligations of this éppﬁoved
plan of deve Lopment., Thé Commissioner 1is authorized to grant
a8 reessonable extension of the six (6) month period herein pre-
scrited for submission of en initisl plan of development where
such action is justifled becnuse of unasual aconditions or cir-

cumstrances, After completion hereunder of a well cepable of

- 3-b -
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producing any unitized substences in paying quantities no
further wells, except surch as may be necessary to af ford
protection sgainst operations not under this agreemént or
.such as mey be spocifically epproved by the Commissioner

shall be drilled except In accardance with a plan of develop-

ment approved as herein provided.

by,

PARTICIPATION AND ALLOCATION OF
__PRODUCTION AFTER DISCOVERY

All unitized substances produced from the unit area,
'eXCepf any parf thereof unaed Qithin tha unit ares’ for pro-
» duétidn or deveiopmeht purpbses or unavoidably lost, shall"

be deemed produced equally on &n acreage basis irom the
several tracts of unitized land and, for ﬁhe pérpose of de-
termiﬁing any benefits accruing under this agr;ement, éhch
such tfaqt of unitized land shall heve all§cnted to 1t such
percentage of production as the pumber of acres of snch

tract besrs to the total number of acres of unitized land

within the unit area,

S.

PAYMENT OF ReNTALS, ROYALTIES
AND OVERRIDING ROYALTIES

All rentals due the State of New Mexico shall be paid

by Skelly in accordance with the terms of its leases.,




All royalties due the State of New Mexlico under the
terma of the leases affected by thls instrument shall be
GUIPULOG and pald On vae vaals of &ll uiiivlzed auLs vances
allocated to the respective leases §Ommitted hereto; pro-
vided, however, the State shall bs entitled to take in kind
its ahﬁre of the unitized substancea 8llocated to the re-
spective leases, and in such case Skelly shall make deliveries
of such royalty oil in accordance with the terms of its re-
apec%ive leasses.

If Skeily Introduces gas obtained from sources other than

the unitized substances into any producing formation for the

_purpose of répressuping, stimilating or increasing the ulti-

mate recovery of unitized substances-thérefrom, a like amount

of gAs, if available, with dﬁe allowaence for loss or depie-

'~ tion 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 withdrawal shall be at such time as may be provided in
a plan of operations consented to by the Cormmissloner and ap-
proved by the Commission as confprming to good peirocleum en-
gineering practice; and providéd further, that such right of

withdrawal shall terminate on the termination of this instrument.
6.

STATE LEASES AND CONTRACTS CONFORMED
AND EXTENDED INSOFAR AS THEY APPLY TO
LANDS WITHIN THE UNITIZED AREA

Upon.approval hereof by the Commissioner, the terms, con-
ditions and jrovisions of all leases, subleases, operatiﬁg agree-
ments and other contracts relatiﬁg to the exploration; drilling,
developrieant or operation of State of New Mexlco lunds for oil
and gas purposes whiéh are sffected by this instrument, shsall be
and the same are hereby expressly modified snd amended insofar
as they-apnly to such lands within the unitizea erea to the ex-

tent necessary to maxe the seme conform to the provisionn




hereof and so that the length of the secondary term of such

leases on and covering such lands within sald area will be

extandad inoafay as neces

thils instrument and the approval hereof by the Commissioner

. shall, without further action of the Commissioner, be effec-

tive té conform the provisions and extend the term of each

" such leéase as to lands within the unitized ares to the provi-

sions énd terms hereof; but otherwise to remain in full force
and effect. Each such lease affected by this 1nstrument in-
sofar as 1% applies to lends wilthin the unitlized area, shall

contin&e in force bteyond the term provided therein so long

. 88 thii instrument remeins in efféct; pfovided, drilling op-

erations upon the initisl test well provided for herein shall

'haV9 be?n commenced or said wéll'{srin,the_procesg>of being

drilled%by Skelly prior to the expiration of the shortest
term lease committed to this instrument. Termination of this
1nstrum?nt shall not affect any lease which pursuant to the
terms t;eréof or any applicable lews shall cqnfinue in full
force aﬁd effect thereafter. Tas commencement, completicn,
operation or production of a well on any part of the unit
area shéllrbe respectively construed and considered as the

commencément or completion or operation or broduction of a

. well wiihin the terms and provislons of each of the oll and

gas leaées to the same ext«::it as though such cormencement,
éompletion, operatidn or production was carried on, conducted
and/or obtained from any such leased tract. .

Any lease embracing lands of the State of New Mexico
having only a portion of such lands committed hereto shall
be segregated as to fhat portion committed and that portion
not committed, and the terms of such lease shall apply sep-
arately to such segregated portions commencing as of the ef-

fective date hereof. Providel, however, that notwithstanding
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any of the »rovisions hefeor to the contrary, eny such leaso
shall continue in full force and effect beyond the term pro-

vided therein as to all lands embreced 1ln such lease, if

_t

unitized substances are discovered and afe capeble of being
produced in paying quantities from some part of the lands
embraced in such lease committed to this agreement at the
expiration of the secondary term of such lease; or if, at

the expiration of the secondary term, Skelly is then engaged

in bcna fide drilling or reworking operations on soue part of

the lands embraced in such lease, the same as to all lands

T b o . st

embraééd thefeih shall remain in full force and effect so

long as such operations are being diligently prosecuted, and
" if they result in the production of unitized substances, said

lease shall continue 1n.fu11 force and effect as to all of

he lands amhwraced therein,.

~ - = pddadh . [P -8

an lone thnrenftér as unitized
substances in paying quantities are belng produced from any

. . _ o e B -
purition of sald lamnds.

7.
CONSERVATION

Operations hersunder and prpduction of unitized substances
'shall be conducted to provide for the most economical and ef-
ficient recb?ery of said substances without waste, as defined

by or pursuant to State laws or regulations.

8.
 DRAINAGE -
Skelly shall take appropriate and adequate measures to

prevent drainage of unitized substances from unitlzed lands

by wells on land not subject to this instrument.

9.
S EFFECTIVE DATE AND TERY

This Instrument shall become effective upon approval by

the Commissioner end shall teminate two (2) yeers after such




dahe unless {a) such date of expiration is extended by the
Commissioner,.or (p) a valuable discovery of unitized sub-
atances has been made on unitize4 land during said initial
term or any extension thereof in which case this instrument
shall remain in effect so long as unitized substances cen he
préduced from tne unitized land in paying quantities and,
should productién‘cease, so long thereafter as diligent op-
erations are in progress for the restoration of production
or discovery of new production and so long theraaftef as the
unitized supstances so discovered can be produced as sfore~
ssld. Likewise, as provlided in Article 3 hereof, tne Commis-
siloner, after reasonable notice to‘Skelly, may declare this -

instrument to be of no further force or effect.

| 10.
RATE -OF PRODUCTION

All productibn from the unit ares and the disposal
thereof shall be in conformity with allocations, allotments
‘and quotas made or fixed by the Commission and in conformity

with all applicsble laws and lawful regulations. -

1.
UNLVOIDARLE DEIAY

A11 obligaticns hereunder requiring Skelly to commence
or continue drilling or to operate on or produce unitized
substances from any of the 1an&s covered by this instfument
shell be suspended while, but only so long as, Skelly, de-
splte the exercise of due care anéd diligencé, is preventgd
from complying with such eLiigations, in whole or in part, by
strikes, war, acts of God, Federal, State or municipsal lgw
or agencies, unavoidable acecidents, uncontrollable delays in
transportation, inability to obtain necessary materials in
open market, or other matters tayond the reasonable control
of Skelly whether similar to matters herein enumerated or

not,




Il WITNESS WHEREOF, this instrument 1s executed as of

the B day of ’ 1956c .
APPID )5 T
FORM &
SKELLY OIT. COMPANY M
~ ATTEST: : )
By
Secretary Vice-Preszident

Skelly Bullding
Tulsa, Oklahoma
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EXHIBIT "BY

SOMBFRERO

SKELLY OIL COMPANY,

Schedule of Ownership of 0il & Gas

Operator

Interests Under Unit Agreement

Tract No. & No. of New Mexico Basiec Royalty Fecord Over- Working Interest Owner and Part of

Description Acres State Lease . _ Owner of riding Working Interest Owned Under Option
No, & Date ILease . Royalty  Agreement, Operating Agrecment or

. Assignment

Tract No., 1 160,00 B-12)1 12,50% . Skelly None Skelly 01l Company 87.50%

YEL Seec. 11~ : (3-10-47) , P. 0, Box 1650

163=-33E T.lsa, Oklahoma

Tract No., 2 320,00 E-1156 12,509 Skelly None Skelly Cil Company §7.50%

W2 Sec. 12-- , (1-10-47)

168-33E

Tract No. 3 160,00 0G-211 12,509 Skelly None Skelly uil Company §7.50%

SEl} Sec. 11- (9-18-56) ) o

16S-33E | .

Total Dnit

Area 640,00

-~ £1) State of New Mexico Lands,
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EXHIBIT "C”
SKELLY OlIL COMPANY-OPERATOR

SOMBRERO UNIT
T-16-S  R-33-E
LEA COUNTY, NEW MEXICO

GEOLOGICAL INTERPRETATION
Near top Devonian

<TALE: 1"z 2000°




