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John M. Kelly -2- 11-26-43

Section 3. "The shlpnent or transportation in interstate commerce
from any state of conbtraband oil produced in such state is hereby t
prohibited. For the purposes of this section contraband oil shall 1
not be deemed to have been produced in a state if none of the petroleum
constituting such contraband 2il, or fro:m waich it was produced oxr
derived, was produced, tranoported or withdrawn fron sto:ace in excess
of the amounts permitted lo be p“oduced, transported, or withdrawn from
storaze under the laws ol such state or under any rc*ulau104 or order
prescribed tisreunder .y any ©oard, corudssion, oificer, or other duly
authorized agency of such stave.V

On the other hand, Section °2 of th2 agreexent could receive the
administrative mterpretatlon by the Secretary, in substance - the
Secretary may prescribe the rate of production within the 1limits of
the allowadble set by the State Regulatory Roarc. That interpretation
is supported by the following:

Section .1 of the Agreermcnt, aftei providing that the Rederal Cil
and Gas Leasing Act, as anended, together with the regulations wade
taereunder, shall be accepted as operaling rezulations as part ¢f the
Agreement, then makes the following qualification:

”P*ovided, ghat no sucn regulations hereby accepted shsll be
‘inconsisient with the specific terms of the lecses or of Utnis agreement,
particularly in t.e matter of rates of royaliy and rental, or in conflict
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Section 17 ol the Agresment in part provides:
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John I« ielly -3~ 11-20=43

Section 12 of the State 01l Conservation Act, as amended, smpowers
the Commission to set and prorate the allowable for any field or pool
in the State. The same section in the last paragraph provides:

nCrude petrolewm o0il produced withir the allowable as fixed by the
Comzission shall therein be referred to as !legal oil?, and crude
petroleun oil produczd in =svcess of such allcowable shall he illegal oililr

With the foregoing sections of the (il Comservaticn Acl read in
connection with the provisions of the Connally Act, above referred to,
and sections 22, 1 and 17 of ths Agreement, said saction 22 would be
cetter revised to read irn substonce as hereinafter indicated: "rhe
Secretary may prescribe the rave of production within ths limits of the
allowable set by the State Regulatory Zoard:.

Should it become necessary for a unit of provation to producs more
oil than the State allowable or to produce the aligwoble for another unit :
of proration, permissicn so to de should be received through this '
Comaission upon petition and hearing as rrovided by the State Law in ,
order to conme within the provisions of the Silate Ieaw and of tie Connally -
Act. |

The Agreenent contemnlates operations from tiro zones, the Groyburg
o £y ; 2 o o
In this respact the Agreement anticipatss predhction
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John . Xelly -3~ 11-27-43

Section 12 of the State 0il Conservation Act, as amended, zupowers
the Commission to set and prorate the allowable for any field or pool

in the 3tate. The same section in the last paragraph provides:

"Crude petroleum oil produced within *he allowablz as fixed by the
Commission shall therein be referrsd to as !legal oil?, and crude
petroleum oil produced in excess of sech alleowable shall Ha tillagal oill”

With the foregoing sections of the (il Conservation Act read in
cormection with the provisions of the Connally sct, above referred to,
and sections 22, 1 and 17 of the Agreement, said section 22 would be
better revised to read in substance as hereinefter indicated: "The
Secretary may prescribe the rate of production within the limits of the
allowable set Ly the State Regulatory Zoard®.

Should it become necessary for a unit of proration to produce more
oil than the State allowable cr to produce the all.wable for aanother unit
of proration, permission so to do shouwld be received through this
Corarssion upon petition and hearing as provided by the State Law in
order to come within the provisions of the State law and of the Counally
Act.

The Agreeriant contemplates operations from o zonas. the Trayburg
and the Sub~Crayburg. In this respect the Agreement anticipates p”OﬁHC-10“
irom twe separate zones or pcols.

vnder Sechbion 24 oif the 011 Conservation Act, as amended, thers can
be two pools, one abhove the other where they are completely separated.
If an allowable is to bz produczd from both pocls through wells wjson the
sare proration unit a petition should ba presented te the gorvission as

provided by law for a fact determination of coxg 2 separation or the
t""0 pools and for an ordsr Tar Qu‘ln-r.::_—a'}_.g Frarn nanh o oricer 1o
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GRAYBURG COOPERATIVE AKD UNIT AGXEEMENT

THIS AGREEMENT, entered into as of the 3 day of June, 1943, by and between the parties
subscribing or consenting hereto,

WITNESSETRH:

Whereas, the parties subscribing hereto are the owners «i operating, royalty, or other oil or gas
interests in the area subject to this Cooperative and Unit Agreement;

WHEREAS, it is the purpose of the parties hereto to conserve natural resources, prevent avoid-
able waste, and secure other benefits gbtainable through development and operation of the area subject
to this Cooperative and Unii Agreement uader the terms, conditions, and limitations set forth under
and pursuant to the provisions of Sections 17, 27, and 32 of the Act of Congress approved February -
25, 1920, entitled “An Act to promote the mining of coal, phosphate, oil, oil shale, gas, and sodium on
the public domain,” 41 Stat. 443, 448, 450, as amended or supplemented by the Acts of March 4, 1931,
46 Stat. 1525, and August 21, 1935, 49 Stat. 677, 678; 30 U. S. C. 226, 184, and 189:

NOW, THEREFORE, in consideration of the premises, and the promises hereinafter contained,
the parties hereto and the parties consenting hereto agree severally among themselves, and with the
Secretary of the Interior, as follows:

ENABLING ACT 1\:»' That the said Act of February 25, 1920, as amended, and all pertinent regula-

AND tions heretofore and all pertinent and reasonable regulations hereafter issued

REGULATIONS thereunder, incl}ading operating regulations, are accepted and made a part of

this agreement ; Provided, that no such regulations hereby accepted shall be

inconsistent with the specific terms of the leases or of this agreement, particularly in the matter of
rates of royalty and rental, or in conflict with the laws of the State in which the unit area is situated. ‘

v
COOPERATIVE 2. The following described lands are hereby designated and recognized as con-
AND stituting the cooperative and unit area, for convenience generally referred to
UNIT AREA herein as the “unit area:”

NEW MEXICO MERIDIAN

T.17S5,R. 29 E,, Sec. 13, S-1¥4
Sec. 23, all
Sec. 24, all
Sec. 25, all
Sec. 26, all

T.17S.,,R.30E,, Sec. 18, ali
Sec. 19, all
Sec. 30. ail

The above-described unit area shall be enlarged or contracted whenever such action is necessary
or desirable to conform with the purposes of this agrecment. Notice of any proposed enlargement or
contraction shall be given by Operator to all parties affected thereby at least 30 days prior to submis-
sion to the Secretary with proof of service ot 5uch notice. Such enlargement or contraction shall be
effective upon approval by the Secretary of the Interior.

Exhibit “A” attached hereto is a map on which is outlined the herein-established unit area, to-
gether with the ownership of the land and lvases in said area.  Exhibit “B” attached hereto is a
schedule showing the nature and extent of ownership of 0il and gas rights in ~1l land in the unit area
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to which this agreement will become applicable by signature hereto, or to a counterpart hereof, by the

owners of such rights. Said schedule shall be revised by the Operator whenever any change in the

unit area or cwnership of rights renders such change necessary, and the revised schedule shall be
filed with the record of this agreement.

o _

UNITIZED 3. Alloil, gas, natural gasoline, and associated fluid hydrocarbons producible from

SUBSTANCES the land subject to this agreement, in any and all sands or horizons, are unitized

under the terms of this agreement and are hereinafter calied “unitized sub-

stances.”
v
UNITIZED 4. For the purposes of this agreement, the unitized depesits shall be separated into
ZONES two zones which are hereby designated respectively, the Grayburg zone and the

Sub-Grayburg zome. The Grayburg zone shall include all unitized deposits pro-
ducible from any sand or horizon not more than 3,300 feet below the surface of the unit area, including
vnitized deposits producible from wells heretofore drilled and completed in said -area. The Sub-
Grayburg zone shall include all sands or deposits located below the Grayburg zone,

o
OPERATOR 5. Grayburg Unit Association is hereby designated as Operator and by signature

' hereto commits to this agreement all interests in unitized substances vested in it,
if any, as set forth in the srhedule attached heretc marked Exhibit B, and agrees and counsents to ac-
cept the duties and obligations of Operator to conduct and manage tie operation of said unit area for
the discovery and development of unitized substances as hereinafter provided and is hereinafter called

“Operator.”

The right to relinquish all rights 2s Operator may be exercised whenever said Operator is not in
default under this agreement, but no Operator shall be relieved from the duties and obligations of
Operator foi1 a period of 6 months after notice of intention to relinquish such duties and obligations
has been served by it on all other parties hereto and the Secretary of the Luterior, unless a new Oper-
ator shall have been selected and approved and shall have taken over and assumed the duties and
obligations of Operator o+ to the expiration nf said period At any time prior to the date on which
relinquishment by or removal of Operator becomes effective, the parties hereto or a duly qualified new
Operator may elect to purchase on reasonable terms all or any part of the retiring Uperator’s equip-
ment, material, and appurtenances in or upon the land subject to this agreemem, provided tt-at no such
equipment, material, or appurtenances so selected for purchase shali be removed pending determina-
tion of reasonable terms of purchase. Any equipment, material, and appurtenances not so purchased
and not recessary for the preservation of wells may be removed by the retiring Operator at any time
within 6 months after the relinquishmeni or removal becomes effective, but if not so removed shall
become the joint property of the owners of operating rights in land then subject to this agreement.

Assignment of any right or rights as Operator shall be subject to approval by the Secretary of
the Interior.

SUCCESSOR 6. Whenever the Cperator shall discontinue o1 relinquish its rights as Operator or
OPERATOR shall fail to fulfill its duties and obligations as Gpcrator under this agreement, the
owners of the majority of the participating acreage operating interests in the unit

arca, or the owners of operating rights according to their total acreage interest in the nnit arca until
a participating area shall have been established, shall selcct a new Operator.  Such selection shall not
become effective uni’l (a) an Operator so seiected shall agree and consent in writing to accept the
duties and responsibilities of Operator, and (b) the selection shall have been approved by the Secretary
of the Interior. Tn the chsence of the selection of an acceptable Operatar by owners of operating
rights within 90 days of notice so to do by the Secretary of the Interior, said Secretary may designate

.
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an Operatar or declare this agreement terminated. The Operator shall be sub:ect to removal by the
owners of operating rights in the same manner a: heiein provided for the selection of a new Operator,

RIGHTS AND 7. VExcept as hereinafter speciiicii, the exclusive right, privilege, and duty of
OBLIGATIONS exercising any and all rights of the pariies signatory hereto whicii &2 neces-
OF OPERATCQR sary or convenient for prospecting for, producing, storing, and discosing of
the unitized substances are hereby vested in Operator and shall be exercised
by said Operator as provided in this agreement. Acceptable evidence of title to said rights shall be
deposited with said Operator, and, together with this agreement, shall constitute and define Operator’s
rights, privileges, and obligations in the premises; provided, that nothing herein shall be construed
to transfer title to any land or leases, it beiny understood that Operator shall have rights of possession
and use only and exclusively for the purposes herein specified. Operator shall pay all costs and ex-
penses of operations with respect to unitized land, and shall charge such costs to the account of the
operating rights in the tracts comprising said land until a participating area shall have been estab-
lished, and thereafter such costs shall be charged to the account of the operating rights in the par-
ticipating area. On or before the 25th day of each calendar month, Operator shall render to the
owners of unitized interests entitled thereto an accounting of the operations on unitized lands during
the previous calendar month, and shall pay in value or deliver to each party entitled thereto a propor-
tionate and al.ocated share of the products produced hereunder.

The development and operation of land subject to this agreement under the terms hereof shall be
deemed full performance by Operator of all obligations for such development and operation with re-
spect to each and every part or separately owned tract subject to this agreement, regardless of whether
there is any development of any particular part or tract of the unit area.

REPRESSURING 8. ‘a) Conservation: All natural gas produced from the cooperative and unit

area, subject hereto, (except the amount used for develepment and opera-
tions i the said area or unavoidably lost), shall be returned to one or more of the oil producing forma-
tions of the said area; for which purpose the Operator shall acquire and install all necessary equip-
ment, pipe lines, and other facilities, shall use existing wells or drill wells for gas input purposes, make
alterations in existing wells or drill new wells for the purpose of increasing the supply of natnral
gas frem zones productive of oil and gas, or of gas only, and in general do all things deemed to be
desirable or necessary for the maintenance of formation pressures and repressuring of the area sub-
ject hereto, including the shutdown of any well producing with an excessive gas-oil ratio; and that all
gas produced from the said area may be used for such repressuring purposes without accounting or
compensation to the lessee of the lands from which it is produced. The Operator shall submit for ap-
proval by the oil and gas supervisor a plan of onerations to carry out the purposes of this paragraph,
which plan shall be effective upon approval of said supervisor and shall be subject to modification
whenever such action is deemed necessary or advisable by the supervisor to accomplish the purposes
of this agreement.

{b) Natural Gasoline: The Operator is hereby specifically authorized, in its sole discretion, to

acquire and insial! equipment and facilities for the extraction of natural gasoline, and i the

event that any natural gasolii.e or other products are sold the proceeds therefrom shall be credited to

the respective leases covering the participating area subject hereto in the manner that the costs of con-
ducting repressuring operation are «tistributed to such leases.

(c) Plant Investment: All capital charges for the acquisition and installment of eguipment, pipc
lines, drilling of input wzlls, and of gas wells for the repressuring system, shall be borne by

the owners of operating rights of lands stbject hereto in the proportion that the number of acres of
cach participating in production hereunder bears to the total number of acres participating in produe-
tion hereunder, it being understcod that 40 acres shall be regarded as participating for each well pro-
duced from the Grayburg zone as herein Jdehucd, and that as to deeper zones the participating area
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shall be determinec as set forth in paragraph 11 hereof; and it is further understood that where the
participating area of any deeper zone or zones is overlapped by the participating area of an upper
zone or zones, the acreage of said overlapped area shall be multiplied by two or more according to the
number of averlapping zones.

(d) Operating Expenses: All costs of operating the repressuring system, including maintenance

of (but not additions to) plant, equipment, pipe lines, gas and input wells, shall be borne by

the owners of operating rights of lands subjeci hereto in the proportion that production of oil from
the lands of the respective owners of operatiny rights bears to the total production hereunder.

PARTICIPATION 9. Each of the parties shal' participatc in the production from the said Gray-
GRAYBURG ZONE burg zone to the extent that siicli production is obtained from lands con-
tributed to the unit plan by them. All costs of drilling, equipping, re-
drilling or abandoning wells and of the construction of service equipment and facilities to be used in
the operation of wells or for the handling, treating, processing, or storage ot the products thereof and
of all repairs of a substantial nature, including replacement nf equipment, shalt be borne by the lessee
of the land upcn which said wells are drilled. Operating expenses, (exclusive of major repairs), and
administrative expenses of the operator shall be borne by each of the parties in the proportion that
the number of wells producing on the lands of each party hereto bears to the total number of pro-
ducing wells operated hereunder.

v
DRILLING 10. Within 90 days after notice by the Secretary of the Interior so to do, Opera-
TO tor shall begin to drill an adequate test well at a location to be approved by the
DISCOVERY Federal oil and gas supervisor and thereafter continuously drill such well to a

depth of approximately 5000 feet, unless a horizon commercially productive of
oil or gas shall be discovered below the rayburg zone or the well shall be demonstrated unsuccessful
below said zone at a depth of less than 5) feet, and therecfter, within 90 days after further notice
from the Secretary of the Interior, shall coytinue drilling one well at a time until a commercially pro-
ductive well is completed to the satisfaction\of said supervisor unless or until it is reasonably proven
that the unit area subject to this agreement is incapable of commercial production below said Gray-
burg zone; provided that, except as provided in Section 18 hereof, no notice shall be given by the
Secretary of the Interior under the provistons of this section wi*hin two years after the effective date
of this agreen:ent; and provided further that, ualess otherwise directed by said Secretary, Operator
may so drill on his own initiative,

‘/

PARTICIPATION 11\./ The cost of drilling a test well or wells, as provided in the preceding section,
DEEPER ZONES shall be borne by the owners of operating rights committed to this agree-

ment in proportion to the acreage interests of each such owner, and upon
comoletion of 2 commercially pradnctive well in any mezcure helow the Gravhnrg zone as hereinabove
defined, Operator shall submit for approval by the Secretary of the Interior a schedule of lands, based
on aliquot parts of subdivisions of the public-land survey, including all lands within the unit area
subject to this agreement then regarded as reasonably proven to be commercially productive of oil or
gas; all lands in said schedule on approval by said Secretary to constitute a participating area, effective
as of the date of first prodvction.  Said schedule shall set forth the ownership of operating rights to
alt lands included therein an the percentage acreage interest of each owner in the total participating
area subject to this agreemen:. uca percentage acreage interest shall govern the participation of the
owner in costs and benefits ¢¥ nneration from and after the date the participating area becomes etfect-
ive. The participating area ¢n wstablished shall be revised from time to time, in like manner and sub-
ject to like approval, to include additional fands regarded as reasonably proven to have becn coin
mercially productive or to exclude lands regarded as reasonably proven not to have been commercially
productive; and a new schesiule of percentage acrcage interests conformable thercto shall thereupon be
fixed. No land shall be exciuded from the participating area on account of depletion of the unitized

4




substances. It is the intent of this section that the participating area shall at all times represent the
area known or reasorably estimated to be commercially productive as of the effective date of the par-
ticipating area first submitted and approved ; and when such productive limits of the unit area under
agreement shall have been fully and finally determined, the participating area shall become fixed; and
all accounts, including ary contribution toward the cost of exploratory operations, shall be adjusted,
wilh interest allowance at five per cent (5%) as though such fixed participating area had been the
participating area first constituted after completion of a commercially productive well. This section
shall not provide for retroactive adjustment of royalties to the United States.

For the purposz of making such adjustment or of enforcing any payment by any party, Operator
is authorized to withhold froin such party any payments that might be otherwise due him, and to
apply such further legal or equitable remedies as may be appropriate.

ALLOCATION /‘/12. As to any measure below the aforesaid Grayburg zone, all unitized substances

OF produced from each participating area subject to this agreement, except any

PRODUCTION part thereof used for production and development purposes thereunder, or

unavoidably lost, shall be apportioned among and allocated on an acreage

basis to the several tracts of land comprising said participating area and each such tract shall have
allocated to it such percentage of said production as its area bears to the said participating area.

DEVELOPMERT 13.‘/ Upon completion, to the satisfaction of the Federal oil and gas supervisor,
AFTER of a commercially productive well in any zone below the Grayburg zone
DISCOVERY in the area subject hereto, Operator shall submit for the approval of said
supervisor a plan for the further development of the unit area as to said

zone, which plan when so approved shall constitute the further drilling obligations of Operator and
shall incfude an adequate and effective well-casing and well-spacing progrum, shall provide for com-
plete exploration of the unit area under agreement and for the determination of the commercially pro-
ductive area thereof, shall afford protection to the interests of the parties hereto and of the United
States against operations not under this agreement. and shall specify the number of wells proposed to
be drilled to production during each calendar year; provided that, upon approval of said supervisor,
said plan for further development may be modified from time to time to meet changed conditions and
the drilling obligations shall be conformed thereto. All parties hereto and any and zll interested
parties approving or consenting to this agreement agree that after completion of one commercially!
preductive well no further wells, except such as may be necessary to afford protection against opera-i
tions not under this agreement, shail be dri. :d until such plan of development shall have been ap-
proved in writing by said supervisor, and that all drilling requirements of leases, operating agreements,
or other contracts affecting the unit area subject to this agreement are hereby modified to conform toj

and be satisfied by the drilling requirements of this agreement. .

DEVELOPMENT OR 14, Anv nartv hereto owning or controlling a majority interest of the

OPERATION BY operating rights in any tract included in the non-participating area hav-
PARTIES OTHER ing thereon a regular well location in accordance with the approved
THAN OPERATOR well spacing program may drill a well at such location at his own ex-

pense, unless Operator elects and commences to drill such well within
90 days of receipt of 1otice from said party of his intention to drill the well.

1f such well, drilled at the expense of said party, results in production such that the land upon
which it is situated may properly be included in the participating area said party shall be reimbursed
one hundred percent (100%) cf the average cost of drilling similar producing wells in the participating
area subject to this agreement and appropriate revision shall be made in the participating area.

If any well drilled on the non-participating area by Operator or by said party obtains production
insuflicient to justify inclusion in the participating area of the land on which said well is situated,
said party at his clection, within 30 days of determination cf such insuthciency, shall be wholly re-
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substances. It is the intent of this scction that the participating area shall at all times represent the
area known or reasonably estimated to he commercially productive as of the effective date of th~ par-
ticipating area first submitted and approved; and when such productive limits of the unit area under
agreement shall have been fully and finally determined, the participating area shall become fixed ; and
all acconnts, including any contribution toward the cost of exploratory operations, shall be adjusted,
with interest allowance at five per cent (5%) as though such fixed participating area had been the
participating area first constituted after completion of a commercially productive well. This section
shall not provide for retroactive adjustment of royalties to the United States.

For the purpose of making such adjustment or of enforcing any payment by any party, Operator
is authorized to withhold {rom such party any payments that might be otherwise due him, and to
apply such further 1zzal or equitable remedies as may be appropriate.

ALLOCATION 12 As to any measure below the aforesaid Grayburg zone, all unitized substances

OF produced from each participating area subject to this agreement, except any

PRODUCTION part thereof used for production and development purposes thereunder, or

unavoidably lost, shall be apportioned among and allocated on an acreage

basis to the several tracts of land comprising said participating area and each such tract shall have
allocated to it such percentage of said production as its area bears to the said participating area.

DEVELOPMENT 13."/ Upon completion, to the satisfaction of the Federal oil and gas supervisor,
AFTER ot a commercially productive well in any zone below the Grayburg zone
DISCOVERY in the area subject hereto, Operator shall submit for the approval of said
supervisor a plan for the further development of the unit area as to said

zone, which plan when so approved shall constitute the further drilling obligations of Operator and
shall include an adequate and effective well-casing and well-spacing program, shall provide for com-
plete exploration of the unit arez under agreement and for the determination of the commercially pro-
ductive area thereof, shall afford protection to the interests of the parties hereto and of the United
States against operations not under this agreement, and shall specify the number of wells proposed to
be drilled to production during each calendar year; provided that, upon approval of said supervisor,
said plan for further development may be modified from time to time to meet changed conditions and
the drilling obligations shall be conformed thereto. All parties hereto and any and all interested)
parties approving or consenting to this agreement agree that after completion of one commercially"
productive well no further wells, except such as may be necessary to afford protection against opera- &
tions not under this agreement, shall be drilled until such plan of devclopment shall have been ap-
proved in writing by said supervisor, and that all drilling requirements of leases, operating agreements,
or other contracts 2ffecting the unit area subject to this agreement are hereby modified to conform toa

and be satisfied ty the drilling requirements of this agreement,

DEVELOPMENT GR 14 Any party hereto owning or controlling a majority interest of the

OPERATION BY operating rights in any tract included in the non-participatiny area hav-
PARTIES OTHER ing thereon a regular well location in accordance with the approved
THAN OPERATOR well spacing program may drill 2 well at such location at his own ex-

pense, unless Operator elects and commences to drill such well within
90 days of receipt of notice from said party of his ir.tention to drill the well.

If such well, drilled at the expense of said party, results in production such that the land upon
which it is situated may properly be included in the participating area said party shall be reimbwrsed
one hundred percent (100%) of the average cost of drilling similar producing wells in the participating
area subject to this agrcement and appropriate revision shall be made ir the participating area.

If any w :il drilled on the non-participating area by Operator or by said party obtains production
insufficient to justify inclusion in the participating area of the land on which said we!l is situated,
said party at his election, within 30 days of determination of such insufficiency, shalt be wholly re-
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substances. It is the intent of this section that the participating area shall at ali times represent the
area kaown Or reasonably estimated to be commerciaily productive as of the effective date of the par-
ticipating area first submitted and approved; and when such productive limits of the unit area under
agreement shall have been fully and finally determined, the participating area shall become fixed ; and
all accounts, including any contribution toward the cost of exploratory operations, shall be adjusted,
with interest allowance at five per cent (5%) as though such fixed participating area had been the
participating area first constituted after completion of a commercially productive well. This section
shall not provide for retroactive adjustment of royalties to the United States.

For the purpose of making such adjustment or of enforcing any payment by any party, Operator
is authorized to withhold from such party any payments that might be otherwise due him, and to
apply such further legal or equitable remedies as may be appropriate.

ALLOCATION 12 As to any measure below the aforesaid Grayburg zone, all unitized substances

OF produced from each participating area subject to this agreement, except any

PRODUCTION part thereof used for production and development purposes thereunder, or

unavoidably lost, shall be apportioned among and allocated on an acreage

basis to the several tracts of land comprising said participating area and each such tract shall have
allocated to it such percentage of said production as its area bears to the said participating area.

DEVELOPMENT 13.‘/ Upon completion, to the satisfaction of the Federal oil and gas supervisor,
AFTER of a commercially productive well in any zone below the Grayburg zone
DISCOVERY in the area cubject hereto, Operator shall submit for the approval of said
supervisor a plan for the further development cf the unit area as to said
zone, which plan when so approved shall constitute the further drilling obligations of Operator and
shalii include ait adcguate and effective well-casing and well-spacing program, shall provide for com-
plete exploration of the unit area under agreement and for the determination of the commercially pro-
ductive area thereof, shall afford protection to the interests of the parties hereto and of the United
States against operations noi under this agreement, and shall specify the number of wells propused to
be drilled to production during each calendar year; nrovided that, upon aporoval of said supervisor,
said plan for further development may be modified from time to time to meet changed conditions and
the drilling obligations shall be conformed thereto. AN parties heret: and any and all interested;
parties approving or consenting to this agreement agree that after completion of one commercial\)l
p.oductive well no further wells, except such as may be necessary to afford protection against epera- &?
tions not under this agreement, shall be drilled until such plar of development shall have been ap-!
proved in writing by said supervisor, and that all drilling requirements of leases, operating agreements,f
or other contracts affecting the unit area subject to this agreement are hereby modified to conform to
ard be satisfied by the drilling requirements of this agreement.

DEVELOPMERT OR 14. Any party hereto owning or controili'lg a majority interest of the
OPERATION QY n-participatin
PARTIES OTHER mg thereon a regular well Iocatxon in accordance with the approved

THAN QPERATOR wrell spacing program may drill a well at such location at his own ex-

pense, unless Operator elects and comunences to drill such well within

90 days of receipt of notice from said party of his intention to drill the well.

17 such well, drilled at the expense of said party, results ir production such that the land upon
which it is situated may properly be included in the paiticipating aiea said party shall be reimbursed
one hundred percent (100%) of the zverage cost of (‘nllmg similar producing wells in the participating
area subject to this agreement and appropriate revision shall be made in the participating area.

If any weli drilled on the non-particinating area by Operator or by said party obtains produciion
insufficient to justify inclusion in the participating area of the land on which said well is situated,
said party at his election, within 30 days of determination of such insufficiercy, shall be wholly re-
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substances. It is the intent of this section that the participating area shall at all times represes: the
area known or reasonably estimated to be commercially productive as of the effective date of the par-
ticipating area first submitted and approved; and when svch productive limits of the unit area under
agreement shall have been fully and finally determined, the participating area shall become fixed; and
all accounts, including any contribution toward the cost of exploratory operations, shall be adjusted,
with interest allowance at five per cent (5%) as though such fixed participating area had been the
participating area first constituted after completion of a commercially productive well. This section
shall not provide for retroactive adjustment of royalties to the United States.

For the purpose of making such adjustment or of enforcing any payment by any party, Operator
is authorized to withhold from such party any payments that might be otherwise due him, and to
apply such further legal or equitable remedies as may be appropriate,

ALLOCATION 12 As to any measure below the aforesaid Grayburg zone, all unitized substances

OF produced from each participating area subject to this agreement, except any

PRODUCTION part thereof used for production and development purposes thereunder, or

unavoidably lost, shall be apportioned among and allocated on an acreage

basis to the several tracts of land comprising said participating area and each such tract shall have
allocated o it such percentage of said production as its area bears to the said participating area.

v
DEVELOPMENT (3. Upon completion, to the satisfaction of the Federal oil and gas supervisor,

AFTER of a commercially productive well in any zone below the Grayburg zone
DISCOVERY in the area subject hereto, Operator shall submit for the approval of said

supervisor a plan for the further development of the unit area as to said
zone, which plan when so approved shall consiitute the further drilling obligations of Operator and
shall include an adequate and effective well-casing and well-spacing program, shall provide for com-
plete exploration of the uni* area under agreement and for the determination of the comniercially pro-
ductive area thereof, shall afford protection to the interests of the parties hereto and of the United
States against operations not under this agreement, and shall specify the number of wells proposed to
be drilled to production during each calendar year; provided thai, upon approval of said supervisor,
said plan for further development may be modified from time to time 10 meet changed conditions and
the drilling obligations shall be conformed thereto. All parties hereto and any and all mtereste?i‘:
parties approving or consenting to this agreement agree that after completion of one commercnallv
productive well no further wells, except such as may be necessary to afford protection against opera~\
tions not under this agreement, shall be drilled until such plan of development shall have been ap-{
proved in writing by said supervisor, and that all drilling requirements of leases, operaurg agreements,
or other contracts affecting the unit area subject to this agreement are hereby modified to conform tor
and be satisfied by the drilling requirements of this agreement.

DEVELOPMERT OR 14. Aany party heretv owning or controlling a miajority inferest of the

OPERATION BY operating rights in any tract included in the non-paricipating area hav-
PARTIES OTHER ing thereon a regular well location in accordance with the approved
THAN OPERATOR well spacing program may drill a well at such location at his own ex-

pense, unless Operator elects and commences to drill such well within
90 days of receipt of notice from sc¢ 'S party of his intention to drill the well.

If such well, drilled at the expense of said party, results in production such that the land upon
which it is situated may properly be included in the participating area said party shall be reimbursed
one hundred percent (100%) of the average cost of drilling similar praducing wells in the participating
area subject to this agreement and apprepriate revision shall be made in the participating area.

If any well drilled on the non-participating area by Operator or by said party obtains production
insufficient to justify inclusion in the participating area of the land on which said well is situated,
said party at his election, within 30 days of determination of such insufficiency, shall be wholly re-
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sponsible for and may operate and produce the well at his sole expense and for his sole benefit. If
such well was drilled by Operator, said party shall pay the Operator a fair salvage value price for
the casing and other equipment left in the well.

Wells drilled at the sole expense of any party or produced at his sole expense and for his sole
benefit shall be subject to the drilling and producing requirements of this agreement the same as
though drilled or produced by Operator ; and royalties in amount or value of production from any such
well ou land of the United States shall be paid xs specified in the lease affected, unless otherwise author-
ized in writing by the Secretary of the Interior.

RENTAL AKDVIS. Operator, on behalf of the respective lessees, shall pay all rentals and royal-

ROYALTY ties due the United States on account of lands subject to this agreement ar.d
PAYMENTS shall distribute the cost thereof to the parties hereto conformably with their

respective rental and royalty obligations. On request of any party hereto,
Operator shall pay other royalties on his behalf in accordance with a schedule furnished by him and
charge the cost thereof to his account; provided, that Operator shall incur thereby no responsibility to
pay royalty owner, but such responsibility shall be and remain an obligation of the owners of the
operating rights on the lands subject hereto.

(=
GOVERRMERT 16. Royalty to the United States shall be paid at the rates specified in the re-
ROYALTIES spective Federal leases based on the amount of production from the Grayburg
AND RERTALS zone of each leasehold and as to the Sub-Grayburg zone based on the amount

of production allocated to the tracts thereof; provided that, for leases in
which the royalty rate on cil depends on the average daily oil production per well, the royalty rate in
each narticipating area shall be determined for each lease by the average daily production of the oil
wells subject to this agreement producing from that participating area; and for leases in which the
royalty rate on gas depends on the average daily gas production per well, the royalty in each par-
ticipating area shall be determined for each lease by the average daily production of gas per well
subject to this agreement producing from that participating area.

v

CONSERVATION 17 / Operations shall be conducted so as to provide for the most economical and

eicient recovery of unitized substances to the end that maximum ultimate
yield may be obtained without waste. / For the purpose of more properly conserving the naturzl re-
sources of the lands embraced within this agreement, the production of unitized substances shall at all
times be without waste as defined by State or Federal law; shall be limited to such production as can be
put to beneficial use with adequate realization of fuel values; and in the discretion of the Secretary of
the Interior shall be limited by the beneficial demand as determined by said Secretary for gas or fer
oil, whichever would tend to avoid excessive production of either oil or gas.

DRAINAGE ls.k/Operator shali take appiropriaic and adcguatc measures to prevent drainage of

oil or gas from lands subject to this agreement by wells on land not subject to
this agreement, or, with approval of the Secretary of the Interior, pay a fair and reasonable compensa-
tory royalty as determined by the Federal oil and gas supervisor.

LEASES CONFORMED 19./’1'he parties hereto or consenting hereto holding leases embracing

TO AGREEMERNT lands of the United States subject to this agreement coasent that

the Secretary of the Interior shall, and said Seccretary by his ap-

proval of this agreement does, establish, alter, change, or revoke the drilling, producing, and royalty

requirements of such leases and the regulations in respect thereof, to conform said reguirements to
the provisions of this agreement,
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The Secretary of the Interior further agrees and consents that during the effective life of this
agreement, the prospecting, drilling, and producing operations periormed by the operator upon any
lands subject hereto will be accepted and deemed to be operations under and for the benefit of all such
leases; that suspension of operations or production on any such lease shall be deemed not to have
occurred if there be operations or production on any part of the unit area subject to this agreement;
that no such lease shall be deemed to expire by reason of failure to produce wells situated on land
therein embraced ; and that suspension of all operations and production on the unit area pursuant to
direction or consent of said Secretary shall be deemed to constitute such suspension pursuant to such
direction or consent with respect to each such lease. -

COVENANTS Z).'/The covenants herein run with the land until this agreement terminates, and
RUN any grant, iransfer, or lease of interest in lands or leases subject hereto shall be
WITH LAND conditioned on the assumption of all privileges and obligations hereunder by
the grantee, transferee, lessee, or cther successor in interest and as to Federal

land shall be subject to approval by the Secretary of the Interior.

S
EFFECTIVE 21. This agreement shall become effective on the first of the calendar month next
DATE following approval by the Secretary of the Interior and shall terminate one year
AND TERM from said date unless (1) such date of expiration is extended by the Sccretary
of the Interior; or (2) there shall have been placed in operation a compressor
plant capable of returning to the formation as much gas as is being produced from the Grayburg zone
at the effective date of this agreement and an acceptable plan for the opzration of said plant has been
approved under the terms of this agreement, in which case this agreement shall remain in effect as
long as unitized substances can be produced from the unitized lands in paying quantities; er (3) it is
proved at an earlier date that the repressuring of the Grayburg zone is incapable of successful opera-
tion and, with the approval of the Secretary of the Interior, notice of termination is given by Operator
to all parties in interest at their last known address; provided that th.; agreement may be terminated at
any time by consent of the owners of 75 per centum on an acreage basis of the operating rights signa-
tory hereto with the approval of the Secretary of the Interior.

/ RATE OF DEVELOPMERT 22:7All production an: e disposal thereof shall be in conformity

ARD PRODUCTION with allocations, allotments, and quotas made or fixed by any

duly authorized person or regulatory body under any Federaf

or State statute; provided, that the Secretary of the Interior is vested with authority, pursuant to the

amendatory act€ of March 4, 1931, and of August 21, 1935, to alter or modify from time to time in his

discretion, the rate of prospecting and development and the quantity and rate of production under

this agreement, such authority being hereby limited to alteration or modification in the public interest,

the purpose thereof and the public interest served thereby to be stated in the order of alteration or
modificatiot.,

DETERMINATIONS  23.“ Operator shall determine the date of first auiheniic kuowledge of in-

BY OPERATOR AND formation on which revision of any participating area shall be predi-
REVIEW THEREOF cated ; shall detcrmine whether any well, horizon, land, or area subject
to this agreement is proven or regarded as reasonably proven to be or

to have been commercially productive or not commercially productive, it being understood and agreed
that commercial productivity shall be the productive capacity estimated to be sufficient to return
rormal drilling and produciion costs under wise an¢ skilliul management; und shall determine other
matters involved in this agreement for which a different method of determination is not herein estab-
lished : Provided, that Operator shall give timely notice of all such determinaiions to alt interested
pariies, including the Secretary of the Intevior: Provided, further, that ali such determinations may
be reviewed by the Secretary of the Interior on his own initiative or on written request of any interested
party, notice of any such review w0 be given to all interested partics, including Operator, within 50

-~
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days after receipt of notice of Operator’s determination; and provided, further, that any matters so
reviewed, on request or consent of Operator, may be submitted to a committee of three competent per-
sons appointed by said Secretary, ont on numination of Operator, ¢ne on nomination of the other
interested parties, and the third on nominatior: of thc first tvn, the cost of such committee to be a cost
of operation and iis report (which shall be binding on the committee when concurred in by any two of
its members) to be submitted to said Secretary and copies thereof by him to Operator and other in-
terested parties; and Provided, further, that opportunity shall be given in said review for all interested
parties to present their contentions and supporting evidence by written or oral communication to said
committee or said Secretary, and that after consideration of all credible evidence said Secretary shall
render a reasonable decision based thereon and in conformity therewith, which decision, so made and
rendered, shall be final and binding on all parties hereto or consenting hereto.

N
R s L g

; COUNTERPARTS 24. This agreement may be executed in any number of counterparts with the
i _ same force and effect as if all parties had signed the same document.

x IN WITNESS WHEREOF, the parties hereto have caused this agreement to be executed by
j their officers thereunto duly authorized the 3 day of June, 1943,

g g

ATTEST: GRAYBURG UNIT ASSOCIATION Rug b= 171D dpvnthas
H. B. DUCHAND By C.C.SPICER
Asst. Secretary President
(
!
ATTEST: GRAYBURG OIL COMPANY OF NEW MEXICO
H. B. DUCHAND By C.C. SPICEK
Secretary President
ATTEST: WESTERN PRODUCTION COMPANY, INC. v
M. C. CAMPBELL By H.H. MADDREN PRSIy VA
Asst. Secretary Vice President
AN
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State of California }
NS

County of Los Angeles

On this 3 day of June A. D,, 1943, before me personally appeared C. C. Spicer, to me personally
known, who, being by me duly sworn, did say thut he is the President of Grayburg Unit Assn,
a corporation, and that the seal affixed to the foregoing instrument is the corporate seal of said -
corporation and that said instrument was signed and sealed on t-half of said corporation by authority
of its Board of Directors, and said C. C. Spicer acknowledged said instrument to be the free act and
deed of said corporation.

In Witness Whereof I have hercunto set my hand and affixed my official seal on the day and year

first above written.
CHAUNCEY C. JOHNSTON

Notary Public in and for said County and State
My Commission Expires July 15, 1946

State of Cali:ornia 1
ss.
County of Los Angeles )

On this 3 day of June A, D., 1943, before me personally appeared C. C. Spicer, to me personally
known, who, being by mz duly sworn, did say that he is the President of Grayburg Oil Co. of N. M,
a corporation, and that the seal affixed to the foregoing instrument is the corporate seal of said
corporation and that said instrument was signed and sealed on behalf of said corporation by authority
of its Board of Directors, and said C. C. Spicer acknowledged said instrument to be the free act and
deed of said corporation.

In Witness Whereof I have hereunto set my hand and affixed my official seal on the day and year

first above written,
CITAUNCEY C. JOHNSTON
Notary Public in and for said County and State

My Commission Expires July 15, 1946

State of California \

ss.
County of Los Angeles j

On this 3 day of jun: A. D., 1943, before me personally appeared H. H. Maddren, to me per-
sonally known, who, being by me duly sworn, did say that he is the Vice President 0of Western Pro-
duction Co. Inc, a corporation, and that the seai affixed to the foregoing instrument is the corporate
seal of said corporation and that said instrument was signed aad sealed on behalf of said corporation
by authority of its Board of Directors, and said H. H. Maddren acknowledged said instrument to be
the free act and deed o1 said corporation.

In Witness Whereof I have hereunto set my hand and affixed my officiai scal on the day and year
first above written,
CHAUNCEY C. JOHNSTON
Notary Public in and for said County and State

My Commission Expires July 15, 1946



v APPROVAL—CERTIFICATION—DETERMINATION

Pursuant to the statutory authority in the Secretary of the Interior under the Act approved March
4, 1931, 46 Stat. 1523, 30 U. S. C, 184, and the Act approved August 21, 1935, 49 Stat. 674, 30 U. S. C.
222, amending the Act approved February 25, 1920, 41 Stat. 437, 30 U. S. C. 181, in order to secure
the proper protection of the public interest, I, Oscar L. Chapman, Assistant Secretary of the Interior,
this 5th day of Oct., 1943, hereby take the following action: '

A. Approve the attached cooperative and unit agreement entered into between Grayburg Unit
Association and others subscribing thereto,

B. Determine and certify that the plan of development and operation of the area subject to the

| GRAYBURG COOPERATIVE AND UNIT AGREEMENT, NEW MEXICO, contemplated in said

agreement is for the purpose of more properly conserving the oil or gas resources of said area and is
necessary and advisable in the public interest.

C. Certify that each and every lease heretofore or hereafter issued for lands oi the United States
anc made subject to said agreement, from the effective date thereof, and concurrently therewith, shail
be modified as to the drilling, producing, and royalty provisions of such lease to conform with said
agreement, that the prospecting, drilling, and producing operations performed by the operator upon
any lands subject to said agreement will be accepted and deemed to be operations under and for the
benefit of all subject lease=, and cach such lease shall be deemed to continue in force and effect so long
as oil or gas is produced in paying quantities anywhere in said area, including the term of any suspen-
sion of operations pursuant to any order or consent of the Secretary of the Interior and to continue
until the termination of said agreement.

(SEAL) OSCAR L. CHAPMAN
Assistant Secretary of the Interior




CONSENT OF ROYALTY OWNER

The undersigned, e emeerem e et enar e , OWner ... of royalty interest
as to lands subject to the foregoing Grayburg Cooperative and Unit Agreement, which said royalty
interest and lands are described below, does hereby consent to the inclusion of said lands under said
Grayburg Cooperative and Unit Agreement, and does hereby ratify, approve and consent to all the
terms thereof.

DESCRIPTION e eeena e s et eeorttnent et teare s ses e e e s ratanesan

State of ..o
SS
County of ...

On this ... dayof ... sttt et reen » A. D, 1943, before me personally appeared
...... ... .....known to me to be the person.... described

in and who executed the foregoing Instrument, and acknowledged t~ me that ...he
executed the same as .......... fre= act and deed. }

IN WITNESS WHEREOQF. I have hereunto set my hand and affixed my official seal the day
ard year in this certificate first above written.

Notary Public in and for said County and State
My Commiission Expires

CONSENRT OF ROYALTY OWNER

The undersigned, ... .o e , owner ... of royalty interest
as to lands subject to the foregoing Grayburg Cooperative and Unit Agreement, which said royalty
interest and lands are described below, does hereby consent to the inclusion of said lands under said
Grayba:hrg C(;operf'tive and Unit Agreement, and does hereby ratify, approve and consent to all the
terms thereof.

D S O R I P T I ON o et eeemen s et e emeseease s oo eeeetenms e oo eeeeemseefeemeeee e, +orermveremesasssesseresenn
StAtE OF oo 1 ......................................
8S
County Of oot ]
On this ............ day Of o » A. D, 1943, before me personaily appeared

v kROWD to mie to be the person.... described

in and who executed the foregoing Instrument, and acknowledged to me that ... he
cxecuted the same as ... free act and deed.

IN WITNESS WHEREOF, T have hereunto set my hand and affixed my off.cial seai the day
and year in this certificate first above written.

Notary Public in and for sardCountyandStatc

My Commission Expires
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GRAYBURG COOPERATIVE AND UNIT AREA
OWNERSHIP OF OIL AND GAS RIGHTS

! Minimum Maximum
@ Nlme GO\'eﬁ‘\’n;ie.nt ) Not
Lnn Berw No Desacription of Lands Acreage (Nryu:t) Overriding Royzlues Per cent (;:r cent)
Mary Lorenz Riggins, Trustee........... 5
GRAYBURG OIL COMPANY OF NEW MEXICO: Zana May Welter 1.0
J. D. Long ]
Howe Walker 25
B F. Rosevv : 1.55
Anna R. Welter. . oo A
Syt Sec 18-TUSRAE ... 15743 2 Kt s
Burch  028793-A N¥% Sec. 19—T17S.ROE ... } 50 Sonid & Beford. 5 } us
wpn ¥. B. Purcell__
Total Burch A" Lease... ﬂ— Marshall & Winston...cooooooooviee S
F. A. Andrews .. 5
F. S. Winston... .. 15
Mrs. Geo. B, Williams.....ooooniocaee 5
7.50
Mary Lorena Higgins, Trustee.. . .. 1.6875
Mrs. C. A. Russell _ - 3
NE-SE  Ser. I3-TUSRSE ... L R Wi s
NN Sec2t T 160 F. S. Winston.. 375 &5
Keely  028784-A SW NV\zf " " 40 50 J.D. Long oo, 25
X » » w Howe Walker .- 25
Si-NE » 1 R. L LoOE o 5
N¥%-5% had Leah McDonald —....... .
Total Keely “A” Lease..... 640 Elvv Barker
= Quilla Dexter e vemnrrne
H. G. Watson, Trustee.......... ... .85
. 2.5000
N§%-Wi5 Sec. 18—TI7S-R30E ... 2117 =
. Burch 028793 }g S14-SW  Sec. 19 . . 774
028784 Cons. NW Sec. 30 154.94 125
NE Sec. 23—-Tl7S-R29E.. . 160 s
sSwW A 160
Total Burch “B” Lease.. 78452
y T17S-R29E ............ 30
Keely 02784 1B Ey Sec. 26— 125 ©5
S34-SW  Sec. 24 . 80
028793  § Cons. \I’)é/rNW Sec. 55 " ]
Total Keely “B” Lease........ 480
Doxter 054406 SE-NW  Sec. 24—T17S-R2E ... . 40 . 125 _ 87.5
Total Grayburg Acreage . 257422
WESTERN PRODUCTION COMPANY, INC.:
AW Sec 23—--T17S~R29E
SE
N N%-Ey5  Sec. 18—TI73-R30E .
Burch  028793-C SU-SE. Sec. 19 ; 125 C. s DEXE i 28 25 «
: NE Sec. W - s W TETE
x\ S% B ) "
Total Burch Lease..en . _,52_,‘
W4 gec 26—T178.R29E ... 3838: )
Sy5-Sk ec. 24 ;: - ) C.J. Dexter oo 2.8 z
Keely  028784-C B e S E S 125 F W, Becry LTI 25 823
NV,-SW  See. 13 . 80 .
. NW-SE " ” . 4‘) B 500
Total Keely Lease.....o. _Jp§0 T
Total Western Acreage... ... 2193, 23
Total Grayburg Acreage ... 2574.22
Total Acreage ... ‘147A99-44

* Koyalties un these properties siightly exceed ,3, beinyg compuis <d on basis of daily produc-
tion in accordance with royalty table as set forth jn leases.

Exchange leases on straight 54 rovaltics have beey, apptied {or. EXHIBIT Bl




OIL CONSERVATION COMMISSION

SANTA FE. NEW MEXICO
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GRAYBURG OIL COMPANY
OF NEW MEXICO

ARTESIA, NEW MEXICO

December 13, 1943

Mr. John M. Kelly, Secretary
01l Conservation Commission
Santa Fe, New Mexico

Dear Mr. Kelly:

With reference to our plan of operations in
connection with our repressuring plant, wish to
state that it looks like at this time it may
not be possible to submit this plan to you
before the end of December, and as we will

be ready to commence operations not later

than January 15, I am wondering if plan was
submitted a few days after tie first of January
you would be ab’e to take care of this matter
during your January meeting.

Thanking you for your interest in this matter
and wishing you a pleasant Christmas and a
prosperous New Year, I am

Yours sincerely,

CJD:rb

ek o e




CBL#S

OIL CONSERVATION COMM!SSION
SANTA FE. NEW MEXICO

John M. Xelly, Idrector

By
Chief Clerk & Legal Adviser
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PLAN OF SPYR2TION Fon THE GRIYBURG ZuNn
UNDER
GRZYBURG COOPUATIVYL /H% UNIT SGRFWIENT

& EDCY COUNTY, NE" 5ZXICO

To Supervisor, United States Ceologlesl Survey
Roswell, New Mexico

Yow comes, Grayburg Unit lLssoeclation, the Unit Operetor
designated in the Grayburg Cooperctive and Unit /groeement in
Eddy County, New Mexico, snd sub.its for the spproval of the
041 and Cas 8upervisor a plan of operation as agreed in accord-
ange with Section 8 of Baid Ayreement, The tollo;ing plan of
operstion and development is for the present producing sone
referred to 'n the ‘preenent (2 the CGreybureg Zone end this plan
of operation, when approved by snid 041 sand Gac Supervisor,
shall constitute the further driilinng and opersting obligations
of the Unit Operator under the lgreemant gs to thet 3zone,

1. Development to Dakat 4is of Februsry 15, 1944, there
have been drilled within the unit area, fourteen wells on the
Grayburg 041 Cempany of Rew Maxico Burch PA" lesse, including
Bureh #1 "A", 81 feet Korth of the South uine and 155 feet
Fest of the Eaat Line of iiW/4 of Jee. 13, T 178,, R 30E,, whieh
was drilled to r totnl et of VU0 feet and cpervetions were
suspended on June 5, 1l9xl, Heport o1 »lugging and abendonaent
of this well was approve:d on Jrnusery &9, 13i7, The 13 wells
drilled msudseguently to 51 "A" Bareh sre =211 producing oill wells,
On the Burch "B® jenusc there wre nine wellc, =1l of shich ere
producing oil wells, udn the Oraybury deely "2" lesge nine wells,
includling Yeely 1 "i", 400 Foet O o0 N Llne spd 223 Ceet [ oof ¥
Line of the HE/& U Bee, 28, TOLTEN,, B nlke, which wes drilled to
tho tobsl deoth of Z0U foeb rnd oders Lions svgpanded on ‘usust 1,
1008 Repart of olursln s ond abandonnent woo oooapoved in ‘agast,
13345, The ei~ht wells drllles? subsecwont bo 01 Y07 Jooly e
=11 aroductar o4l olla, vt Goavbuer Heoly "aY leeze, {ive

well  hrve hecn Arvilled, 1Y ol -Cieb ree orodueing 01l vells,

Jo Lhe ecterrn Croduetlon Corprny Duecl YOV der e Lhoow o e
eioht wells, <11 of ek sve prodaeiny oll uells, it on the
EIE P ’ ction o v i ok S 1 - : t ; 11,
weoorodnelvs ottt o anllo, oweveor, C »nad 3 "C% Keely
tunob anrocant onn o loeanteod subrtde
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Pare [

rells there hes been drilled one produeinr 21l well on thue
Gr:ybur- 011 Compeny of Nen Yexlco Dexter lense, Thcse 50
eil welle =re produelng from lsne § to lone 10 ln the Grayburg
end San indres Limestone fornstioneg of Permicn rge, these zone
numbers belng x3 deslgnated by tle United Strtes Jeological
Survey. The usjority of the wells nre producing from Zones 9
and 10, located spproximately <75 feet to 350 feet below the
top of the San Andres Lime,
which the most prolific production is odbtained and into whieh
the ges 185 %o be returned, 211 production develéped to date
at a2 depth of iess than 3300 feet below the surface is that
referred to in the igrcement zc the Grayburg Zone.
<~ Elan of Development Grovburg Zones

(a) ¥ell Speging: 211 futurce wells ohell be drilled
in apprcximntely the center of eanch 40 sere legal subdivieion,
Provided thet upon seceptable showing by Unit Oyperstor of
necessary dissdility therefore based on structursl or producing

eonditions and with =zpoprovul of the Uil =2nd Gas Supervisor, a

wall any de drilled st cnother locetion =ithin o forty nere tract,

I
£

111 be ch

-y
Suc

(v} Cesing Progrnm: The ezaing nrograum S
a8 approved by the O{1l znd Geg Supervisor in ¢connection with the
notice of intentlion to drill ewzch well to be drilled hereunder,
&id Smail ludélude s pecuirevment {or a siring o) csulng Lo be set
irxnedintely sbove top of the 521t and eesented with &0 sacké of
cerent, preceded by wud -~nd cireulrted to the surisce, #ith
further »roviasion for ¢ upvoduetisn strinsg of crsing to ha set not
hisher than the buoe of Zone & o4 eeconted with 100 sseks of
cencnt, wrecedes’ by uud oad clrenlsted to the sarface, provided
giob soel srvecaebion piyine cny be oot oob ¢ lecger desnih vhove

conmercisl nrvodueiion shouls bo rneountered ot ouel lescer denth

and with rporovesl of the OLY wnd G Suwervisor,

v
<t
-
-
~
i~
4+
-~

Gouorstor 2L ot oe:cie Ly et g vonnmy

consrrve unltiused sublisvecs, wo vdcecuctely hub ofFfF ony oter
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(e¢) Proposed “ells:t -ells :111 be .irilled in werknen-
like manner snd 4 s reessonable vote of exploltation aith the
fntention of defining the licits of commereisl produstion in
the Graydburg Zone st the enrliest possible dete, Unit Operntor
proposes to coxmence the drilling of four »ells during the
calendar year of 1944, such wells to be located as follows:
Crayburg 0il Company of New Kaoxico #10 "B® Burch to be loeated
< NENW of See, 30, T 175., R 80EK,, Grayburg 01l Conmpany of New
Yexico f#4 "B® Keely to bde loeated C NERE of See, 28, T 178,,

R 23E,, Testern Production Comnany #A10 RC® Zecly to be located

C SERW of Ceec, 25, T 178.,, R 9E,, Hestern Production Company

#11 *C* Keely to be located C SIRE of Sen, 25, T 175., R 29E,

Unit Operator mey drill suech rdditionsl wells as he sees fit

and with the approvel of the 03l -nd Grs Supervisor. I eny

¥ell to be drilled hereunder proves to he & rnon-commrercisl well

or dry hole, then in such evert the oblisntion to drill subseguent
rells provided for herein during the period covered by this plen
of development =ay be modified with\fhc npproval of the 011 and

Gzs Supervisor,

{4) Opergtion-of Repressurine Project:

1. Inpnjection ells: The following deccribed wells
have been selectod for injectdsn of gra. Cresyburg 011 Comprny
of New Hexico #» "H" zureh, U HELd% of Jwec, 3, T 175., R 20F
Graybure 011 Cenpony of New Xe igo #3 'B" Heely, C S¥W3YW of Sec. L4,
T 178., R &3E,, Greyburg 041 Comopeny of ifes Tlesieo
C NRMESE of lee, <4, ¥ OL75., W iE., Veutorn 2voineslon Unapony
#% RCY Bureh, € SUBTSE of See. 12, T 173., N 30F,, Gesyburg 0411

Comneny of Loy ¥Marieo #% 7727 Durenh, © SLu¥IT o dees 13, T 178,

.
P OAOLR, Thase -wldi sore selochod oo lvgeeban colls Jear o avolill-
shlo d-br relrtine to hobtron hola opresiseced, rrg-oll ootlos

el ovodgeing pones which woy be elficiontly aged fer the ifajection
0 sen, Treovhuse 210 Conawy of Hoo e feo S7OTRY Burch sibthoe
hotton hole ovessare of 311 pounds 1o toested 1o the lateraediste

$ 1 . .y - I3 . . . PREPEN
ety e e Y hath o woncs 30" LG onen, G shuerr DA
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of 528 pounds 13 loceted in the intermedist: pressure sren and

has Zone 9 open, Greyburg 241 Compeny of lUew .lexico #5 “i" Keely

with 2 botitom hole pressure of 54T pounds is loceted in the inter-
mediate pressure eres znd hzs Zones 9 and 10 open, ¥#estern Production
Company #3 "C" Burch with a bottom hole pressure of 337 pounde

i3 located in the low pressure =2res snd has Zones 9 and 10 open,
These walls will te used for the first injection of gas when
cperations ere eonncncod.an the repressuring propyranm, The Oray-

burg 011 Company of New Mexfico #8 "A" Burch 428 eclsc been selected
for an injection well to be used if sufficient volunme of gss

vailabls aad 41T Unitv Oporadcr feels thet ineclusion of £:0id

@

is
well would be beneficizi. Graydburg 01l Compsny of HNew Hexieco

#8 "A" Bureh with 2 bottom hole prussure of 31 pounds is located
in the low pressure ares nnd smong the older wells which have

been nore nearly depleted than those in other pa~te of the field,
and has Zones 2 and 10 open, The low pressure srca is thrt part

of the field with a bottom hele pressure of 0 to 400 pounds,

the intermedinte pressure sres is fwom 400 to 700 pounds and

the high pressure srez Ls that with a bottom hole pressure of

700 pounds or higher, It {s felt *“hat inesmuch as the three

wells in the western part of the field in the intermedliate

pressure srea will contribute townr” the repressuring of the
intarmadiate aane and wi11Y {nerernse the {orastion vressure in

this aren, rt ' s vrie bime wrintaining the pressure in the

Algh nrescuve aresn i the centrsl part 20 the field. Ti- injection
well ¢n she esstevn Side ol Yhe fleld boing Yostsen Oroduction

Compeny 43 VC" Burch should serve to inerecsce the pressure in

thnt lo sressure svresz, Tor tnelusion of Groydbury 21l Conpany
of guw o leaiee 18 TAY Burcell Ao ble morth oenntoen part of tlhe fleld,

wrhieh 19 the loy sressure 2vea, «wiil bord to elther forn ¢ gos

cxp sxertineg ¢ downv.rd preacuvn Jred op SLL1 bend ho ropressure
the low prengure sres, elthner of uhich sheald linve rore beneflelnl
offoct on ultinmate recovery.

In order b egontroel the Lnjeetinn 5f pon dnto Zonen 0 oond

10, Unit Operctor will instal) bubing ~nd pucxers in crch in-

feet o ol e coel o cemyep Lot o 1L Ve conliued Lo Liovo
Jreet { L :

¥ '’
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sones below the packer, Packer points will be e8 follows:
Grayburg 01l Company of KNew Kexico #5 "B®" Bureh, <675 feet,
Grayburg Oil Company of Rew Mexico #3 "B" Xeely, Z800 feet,
Greyburg 04l Company of Rew Hexico #5 "A" Leely, 845 feet,
Western Production Compeny #%5 "C" Burch, 2950 feet, Graydburg

041 Company of Xew Mexico #8 "A® Burch, Z3.5 feet, Upon
installetion of paeker, annulsr space behind tubing will be
f3lled with a gel<substance from the top of the packer back te
withkin the casing shoe of the production string thus effectively
senrling the formction esdbove tre packer, and annular space will

- L \ N 1 [ S| H
vLRR wE AUEUOU itk ol

[#]

n tas of tha 2el and sulficlent baek
pressure built up st surface with tubing hesd closed to sssure
an effective packer seal, Packer polints have been selectad so
a8 t0 be in the hardest possible formstion aveilable between
desired produeing scnes,
Z- Compressors and Tas Volume: Operator has installed

5 compressorg with totsl of 330 H.P. and cepacity of 1,250,000
eudbie fest of gas opgrating under 20 pound intake pressure =znd
800 pound discharge pressure,

During Jenuary 1044, on test, pgas volune Trom the field
sveraged 1,354 MCF with o2n sverage production of 1,438 BOPD
and an =versge gas-oil rstio of 347 CFG/180.

Oner-tor provoses to iniect za4s inteo the various welle at
a acximun presaure of 700 pournds which will be suificlent te
cruse - Al 'ferentisl 4dn 211 of the selceted injection wells,
Groo volanre for Ahne vericuns Lolls i1 vy qlloentod in arcordrnen
with thelr crapocity snd sbiliby bo trke the gag cud depending

upon oroesaure duild upy cnd obuerved reservolr betsvior, Unit

Operator Tacle Shab dua to tatemedible Sretors Lovalved In veoned
ta capoeity of injeciion wolls =8 rel-ted ravcrvoir, volune
chould Lo rogulated In Lhic oovpev vt il come rosulbs ora

nbrorved,

e

5=  Productiont Uit Jerviiosr il ocvoeduce She wells
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maxismum recovery. Top szllo=rble welly —ith » prs-0ill ratio
in excess of £,500 ond marginal wells with ratios !n excess of
5,500 will be shut in, the oll production adjusted to reduce
the retio, or remedial work will be performed, It iz intended
that 2n aversge overall gers-oil rrtio of not to exceed £,000
will be zmeinteined in the fileld so 28 to conserve gas gnd
reservoir cnorgy.\

As long as present top allowable i3 43 dbarrels per day,
¢r more, Unit Operstor will forfeit slliowable noruclly
alloc=xted to the injection wx0lls., However, if presant top
allowable of 48 barrels of oil per dsy is decreased to & lessey
figure, this plan aay be modified »ith the apiroval of the

s pol 2 fto Ol pn Y g 0c ¢ Al
041 and Gas Supervisor, aﬂlasg:; afiot&pperntor to reallecate
to various other wells con the srme basic lesse, the produection
whieh would normally de zllowed the variouva injfection wells,
4~ Epgineeripg leta: Operator will take such tests

as 1s neeessery to determine st cll times the condition of
the reservolr pressure, gz28-0il rritio, productivity =ud eondition
0 producing sells, ond Yo scconplieh this, fleld wide ges-oid

lg reggure keostn 311 he Leien st intervrie

Tetie ond boet

s d

o
<

|
ir
2

of a2t lesst every three months, with zppropriete records of all
such tests snd information kept up to dete st ull times end
evailable to %ie Uil sn. (&g buperviser &0 any wlre, 1b

eveat of excosslve ¢rs through-put -t oy tinme, Indlvidusl

pas-0ll ratliog will be token invedlately =ni corcrsctive stepns

3¢ Lodiflentlon of Piaps this plen nay be ocdirtled

fron tiae to time Ly the Unie Opevebor with the nyurovel of

The 911 und Gro Supevvigor to nost chen of egnditiony or Lo

~

toke novs ciaee 9f fnforssbion obtolned Ceon drilling ol rny
geid wnlls uwhich mlpbt moes bhe locction of «ny subascaent

well Lo bo dpiliad Yovognder weeoonons B Looneel enopend
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econditions which may dasvelop in the operation .{ the repressur-
ing program, This plan of operation to remaln in eflect %o
Peceader 31, 1214; prior to which date Unit Gparai§r dhall
lpbnit for the approval of the 0il and Gas Supervisor s new
plan of operatior or appropriete modificetion or smendment of
this plsn, for the calendar yexr of 1945,

Respectfully submitted,

GRAYBURG UNIT ;SSOCIATIOI

By:

APPROVED this the day

of s 1344

01} and Gaa;iuparvilor
Roswell, Rew Nexico
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GRAYBURG OIL COMPANY
OF NEW MEXICO

ARTESIA, NEW MEXICO

April 8, 194%

Mr. John “. Kelly
011 Conscvvation Commission
Santa Fa, New Mexico

Dear Mr., Kelly:

i We are enoclosing herewith, for your approval, three csopies

i of "Plan of Operation for ths Grayburg Zone Under Graylurg
Cooperative and Unit Agreement®, also a letter {rom Mre. L. G.
Snow, Supervisor, 0il and Gas Operations, Us S. Geclogleal
Survey, Roswell, New Mexico, whioh explains the reason for
the two changes made by ths Government.

We hope you will find this instrument in order for your appro=
val and we will appreciate you returning two approved copies

to our ocompeny.

Thanking you for your continued cooperation.

Yours very truly,

GRAYBURG OIL COMPANY OF
NEW MEXICO

CJD:BK
Encl-3







PLAN OF APKR:TION FOR THE GRLIYBURG ZONE
UNDER
GRAYBURG COOPIR;TIVE !NHD UNIT AGRELENY

EDDY COUNTY. NEW KEX1CO .

To Superviser, United States Geological Survey Do dnn e aoie

120 ‘
Rosvell, New Nexico o i s

Now comes, Grayburg Unit lssociation, the Unit Operator
designated in the Grayburg Cooper:tive and Unit Lgreement in
Eddy County, New Mexico, =nd subzits for the aspproval of the
0il and Cas Supervisor a plan of operation as agreed in acecord-
anea with Section 8 of said igreenment, The following plan of
operation and development is for the present produeing :-one
referred t¢ in the igreement 8 the Gruyburs Zone sneé this plan
of operation, when approved by sald 01l and Gas Supervisor,
shall constitute the further drilling and operating obligations
ef the Unit Operator under the lgreement as to thst szone,

1. QRayelopment to Date: As of Februsry 15, 1944, there
have besn drilled within the unit area, fourteen wells on the
Grayburg C’1 Company of New Nexico Burch "i" lease, including
Burch #1 A", 81 feet Morth of the South Line 2nd 155 feet
¥eat of the Eest Line of NW/4 of Sec. 19, T 178., R 30E., shieh
wes drilled to & total depth of £00 fezt and cpersztiuns were
suvspended on June 5, 1925, Report aof plugrging and abandonment
of this well was spproved on ét#géi;;§;}4g%%?i The 13 weils
drilled subsequently to #1 "A" Burch are 21l producing oll wells,
On the Burch "B® lesss there sre nine wells, sll of which are
produeing oil wells, UJn the Grayburg Leely "AF leese nine wells,
ineluding Keely #1 ¥L", 402 feet & o U Line rnd #38 fret I of ¥
Line of the HE/S of See. #8, T 178., R £3E,, which wee drilled to

the totel depth of 50D feet and operstions suspended on ugust 1,

1248, Report of nlugpgine and abendonsent was saopoved in Jurust,
13%%. The eiceht welle drilled snbsegunert to #1 "IV Zerly rnre

811 orodueinsg oil wellg. On Lhe CGraybure Heely "BP lerve, Tive
211 have beon drilled, <11 of whiel ave producioy oil welle.

On the Jostorn Urodueition Lonseny Durel Y0 1o o Lloco sva

elght wells, 11 of =hilch sve prafnniﬁ# oll wells, ~n. on the
ceubere Productlion Comany decly "UY leros noocn proocioat owetls,
11 af ihieh erve sroducing oil wells, however, JX C osnd 3 0" Heely
ceeonot inelndod ba o the noyeecocent o S sow located sutboide

G bortnds el s L ouelbosven. b o Sibion Lo b afor.canid
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wells there has been drilled one producing oil w~ell on the
Greybur;y 01l Compjeny of New Mexlco Dexter lesse, These 50
oil wells are producing from Zone & to Zone 10 in the Greyburg
and San Andres Limestone formstions of Permion age, these sone
numbers beding as designeted by the United States Geological
Survey, The majority of the wells zre produeing from Zones 9
and 10, located approximately 275 feet toc 350 feet below the
top of the San Andres Lime, Zones #9 and 10 are thoss from
which the most prolific production is obtained and into which
the gas is to’be returned, All production develcped to dste
&t 8 Jdepth of less than 3300 feet below the surface is that
referred to in the igrecament ss the Grayburg Zone,
¢- EPlap of Development Grevburg Zopsat

(s) Xell Spacings All future sells shsll be drilled
in approximately the center of each 40 aere legal subdivision,
Provided that upon scceptadle showing by Unit Opersior of
necessary dliaatility therefore baced on structural or producing
ne=A{tions and with apnroval of the 011 end Cas Supervisor, a
well may be drililed ot snother locstion nithin a forty sere tract,

(b) Caeing Procwnm: The o=

2

ging am s8hall be duch

as approved by the C1l and Gas Supervisor in connection with the
notice of intention to drill seceh wéll to ba drilled hersunder,
and chall dnclude & reyulirwment 7or g string of cscling to be set

moedliately shove top ol the galt and cenented with 53 sacks of
cement, preceded by aué rpd edreulsted to the surfses, With
further nrovision for » preduetion string of ces5ing to be 8et not
higher than the base of Zone & :nd cementoad with 1UJ srcup of
cenent, vrecaeded hy nud rud clreulsted to the surfsce, proviied
thot zuch production stvins sy be geh ob o+ lzuger denth Whoere
comiercial uroduction should be cnesuntered ot oucl. Loagsey dendh
and with cporovsl ot tie OLL ond Gus SBupsrvisor,

Dperctor #3111 scet eswine in sueh @ wrnmner »o Lo propoerly

consvrve unitizoed substsanees, Lo sdeguately shut off wny water

.

svd b ersese =1L ococaevelnlly ocoduciulve hovinonc,
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(o) Proposed iells: Fells aill be drilled in workman-
l15kxe manner #snd st = rosrsonable rnte of exploitstion with the
iatention of dsfining the limits of commercial production in
the Grayburg Zone at the esrliest possible date. Urnit Operator
proposes to commence the drilling of four =xells during the
calendar yesr of 1344, such wells to be located as followss
Crayburg 0il Company of New Mexieo #10 "B" Burch to be located
C NENW of Sec. 50, T 17S.,, R 30E,, Grayburg Oil Company of Rew
Nexico f4 "B" Keely to be locsted C KEXE of Sec. 28, T 178.,

R 23E,, 7estern Froduction Compeny #10 "C" Xeely to be locsted

C SEXW of See, 25, T 175.,, R 23E,, ¥estern Production Compsny

#11 *C" Keely to be loeated C STYNE of See, 25, T 17S., R Z9E,

Unié Operator zmay drill such sdditionzl wells s8 he sees fit

and with the approval of the Gil =nd Czs Supervisor. If eny

well to be drilled hereunder proies to be 2 non~coxmercisl well

or dry hols, ther in such event the oblization to drill subsequent
wells provided for herein during the period covered b, this plan
of dmvelopment may be modified with the approval of the 0Ll and

Gza Supervisor,

(1) Injection %eils: The following described rells

heve been selected for injeetion of gas, Crayburg 9il Company
of New Mexico #5 "B" Burch, C NES¥® of lec, 3, T 17%.,, H <Ui.,
Crayburg 011 Company of New ¥e .tco #3 "B" Xcely, C S¥S¥W of See, 4,
T 17%., R 22E,, Grsyburg il Compeny of Wew Mexleo #5 "A" Xeely,

HERESE of See, 24, T 175,, R 23E,, Vegtern Productinu Company
#3% "C" Ruyreh, C %USWSE of Sec. 13, T 175,, R 30F,, Grazyburg Otl
Conveny of Hew Hexico #9 "!" Bureh, € SENLRUT of See. 13, T 17S,,
R 30b, These wells sere deloeied -5 dinjectlon ells Yrom rvail-
#ble d:rbn ralatine bto bottor hole pressuved, pges-oll ratlss
end sradueins 2ones which may be officlently used for the injection
of gaz, OGrayburg 311 Connany of e lewice #85 "B Rarcen ;igh a
botton hole pressure of 811 poundz is located in Lhe interuedi-te
"

broce AR
Srsorchwmys 21

preseure sves sol iz both zones 3oond 10 open,

Cozprny of Usw MHexico §3 "BY Yeoly with ¢ botton hole presuure
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of 528 pounds 1s loceted in Lhe intermediate pressure area and

has Zone 9 open, Greyburg Cil Coampany of New Mexlico #5 "i" Keely

with a bottom hole presaure of 547 pounds is located in the inter-
medlatc rressure ares and hes Zones 2 and 10 open, Western Production
Company #% "C" Bureh with a bottom hole preasure of 3537 pounds

18 located in the lov nressure sres end has Zones 9 and 17 epen,
These wells will be used for the first injeection of gas when
operations are ecomasnced on the repressuring programs The Gray-

burg 011 Company of New Xexico #8 "A" Burch has also been selectad

for an injection well to be used if sufficlient volume of gas

fu avaliable and if Unit Operator feeols that inclusion of =aid
well would be deneticial, Grayburg 01l Company of Xewx Hexieo

#8 "A® Burch with a bottom hole pressure ol £81 pounds is located
in the low pressure ares and among the older wells which have
been more nearly depleted than those in other parts of the field,
and hss Zones 3 and 10 open. The low pressure sreca is thzt part
of the field witk = bettom hole pressure of 0 to 400 pounds,

the intermediate pressure aresn is from 400 to 700 pounds and

the high pressure arazsz iz that with z bottom hole prossure of

700 pounds ox kRighaw, T do Pfelt t1:t inssmusk as the three
wells in the western part of the field in the intermedizte
preessure area will contribute townrt® the represeuring of the
intermediate zone a2nd will increase the rorastion pressure in
this erea, st the segme time =manlntaining the pressure in the

high pressurc arce of the centrel pert o0 the fileld, Thu: injection
well on the easteren side of the field being Fostorn Production

s
i

Comprny #3 "C® Bureh should serve Lo increcse the pressure in

[é:]

hnt low pressurce area, Toe inelusion of Graybtury 911 Conpany
of “eow Hexico 8 Vi' Burel in the north eostern woart of the {ield,

vhieh 19 the Low nressure oren, =11l tend to eltuer fovi o vas

csp exertinsg & downvord pressuce and or »1ll tend to repressure

the low peesgure sree, either o7 thieh shoenld lvive sone benecliednl
6Tfect on ultimate recovery.
In order v control the Lnjcetion of gox Into Zoncs 3 rud

10, Unit Operstor will instoll tubing and peekevrs in cocelh in-

Jeetisn well in soch » cooper thre pos o111 he eonlloed bo bBiole

4
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sones below the packer, Packer noinis willl be a8 followss

Oreyburg C.11 Company of New Wexico #5 "B" Burch, 2675 feet,
Grayburg 01l Compeny of Hew Hexico #5 "B® Keely, 2800 feet,
Grayburg 0il Company of New Mexlico #5 "A" Seely, 2045 feet,
Western Production Coampany #% "C" Bureh, X350 feot, Grayburg
011 Company of Kew Mexico #8 "A® Burch, £9.5 feet. Upon
fiastallation of pseker, sannular space behind tubing will be
filled with a gel-substance from the top of the packer baek %o
within the easing shoe of the productién atring thus effectively
sesling the formation above the packvr, and snnular #pace will
then be loaded with oi1l on top of the gel snd sufficient back
preasure bullt up at surface with tudbinpg head closed Lo ssasure
an effective packer sesl, Pscker points have been sglectod 8o
a8 to be irn the herdest possible formstion available batween
desired produeing sones,
(%) Campressore and Cas Volume:s Operstor har inatalled

3 compressors with total of 33U H.P. and capscity of 1,250,000
eudic feet of gas8 opsrating under 20 pound intake pressure zand
800 pound discharge pressure,

During Jenusry 1344, on test, gss volume fromx the field
sveraged 1,554 ECP with an average production of 1,428 BOPD
and en aversge gas-oll rotio of 247 CFG/1EBD.

Dnarntor nranases to injeet gae into the various wellso at
a neximum pressure of 700 pounds which %11l be sulficient to
cause o di:ferentinl in «ll of the selected injection wells,

-

Goe vaolume for the warlous wolls will be =lioe«itad Lv accordrnee

£

with thelr cspeclty aznd rbility to take the gang sud denending
upon pregsure build us »nd observed roeservolr belucvior, Unit

Fal s b3 v .

Opecrator feels the. due Lo intrumible foctore invelwed in rorerd
to cszpoaclty ot injection wells nd relrted reservolr, volume
ghould be reoguleted In Lhis nienner unill some vosults c7e

ohserved,

(3) Produetiont it Jevrior will roduce &g

C/
:

o

[
=]
?

L ow

! Pl

in sueh o osruner o7 to efflele iy o0 ceonyclenlily ot boia bl

el
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the maximum recovery. Top allowasble wells with & gas-oil ratio
in excess of 2,500 snd marginal wells with ratios in excess of
83,500 will be shut in, the oil production adjusted to reduce
the ratio, or remedial work will be performed. It is intended
that an average overall ges-oil ratio of not to oxeo;d 2,000
will be maintained in the fleid so0 z8 to conserve gas ac:
reservoir energy,

48 long as present tcp s2llowable is 48 barrels per deay,
or aors, Unit Operator will forfeit sllowable normally
allocated to the injection wells, BHowaver, if present éop
aliowahlc of 43 berrels of oil per dsy 1is decreased to s lesaser
figure, this plan may be modified with the approval of the
011 and Gas Supervicor, 20 as to allow operstor to rezllocate
4o various other wells on the 2ame basic lease, Lhe production
whic. would normally be allowed the various injection wells,

(4) Regylatjons: Drilling spd producing operations

hereunder shall bde conducted in cuniormance with aprlicabdbie
Federasl and Steate laws and regulations, The allocstlion ol
predvetion normally allowed injsetion wells to other wells on

the same basic lease, e£8 provided irp Section 3 hereof, shall

be subject to the prior approvel of the New dexico 011 Conservation

Coamission,

r'd

{5) Engineering Pzte: Operztor will tsie such tests

&8 18 necessary to dstermine a2t all tines the condition of

the reservolr pressure, ges-oll ratio; productivity snd condition

of wrocducing wells, and to accouplish this, fileld wide gas-oil
retlio and botton hole nressure tests will be taken at intervals
of at least every three months, with eppropriste records of 211
sach tests and informction ept up ts Jrte at 11l timec and
svailable to tle 011 and Cas Supervisor st eny time., In

event of excessive zus throuph-put ¢t any tine, Ladlvidunl
ges-0il rotios will be taken intedlietely and corrective steps

performed,
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2. 433ification of Plan:t This plan msy be modified
from time to time by the Unit Operstor with the approval of

The 011 and Gas Supervisor to meet changed conditions or to
take sdvantage of information obtained from drilling of any
seld wells which might make the location of any subaequent

well to be drilled hereunder unressonable and to meet changed
eonditlcnoA'hieh nay develop in the operation of the repressur-

ing program, This plan of operation to remain in effect to

re—r s <

Desenher 81, 1944, prior to which date Unit Operator shall 2

subnit for the approval of the 011 and Gas Supervisor a uew

v e Py i

; plan of operstion or appropriate modification or amendment of
this plan, for the calendar year of 1945,
Respectfully submitted,

GRAYBURG UNIT ASSOJIATICR

By:D/Xi{i;?;%ik?éZ%’Cﬂh%LL/\\ ;

APPROYED this the_/o 44 dey

or_%/ ,1944




