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IN THE MATTER OF:

[

Application of Sinclair 011 & Gas Company feor aprrova
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use, sSeeks approval oi the Keel Deep Unit Agreenment,
whihh unit embraces 6,155,5 acres of Federal and State)
lands in Township 17 South, Range 31 East, Eddy County)
New Mexico,

— o e - S wEs e v S G S SRS M e e e MEEE S aa A AAE  MAS SR ame S AR G e S

Daniel S. Nutter, Exaniner.

TRANSCRIPT OF HEARIIG

MR. NUTTER: Case 221k,
MR. MORRIS: Application of Sinclair 04l & Gas Company
for appreoval of a unii agreement.

MR. WHITE: Charles White of Gilberv, White & Gllbert,

e b T Alary RMawd A~ Avimaan l v v Aol AN klaa
ot i el FYR 2 ] AV N Oy A A% s Al haF~P~di o - - e - . ey N e L X ¥

! also have associated with us Horace Bur >n, attorney out of Midland, ;

Texas, and he will present the testimony., 4W.:l. (o2 two wilitnesses

to he sworn,

{(Witnesses sworn,)

J. R, LUDLE

2zlled ap a witnos: , having beeo previc.sly Jdaiys sworn, testified

a8 follows:
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Fadaral and State
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A Einclalir Ol ard f=2s Company, IoswWell,

Q Wnat is vour lob with Sinclaipr?

A District manager, New Mexlico District in Roswell.

Q Is the proposed Keel Deep Unit area in your district?

A Yes, sir,

Q Are youa familiar wlth the proposed anit agreement?

A Yes, sip,

2 Have you prepared a map of the unlt area?

A We have prepared the large 8cale map there that 1s identil-

cal to the map shown in the unlt agreement With the excepticn th;rJ

18 a little more information that might be used at this conference

on the big map,

MR, BURTON: We would like to mark the map applicant's

Exnioit No. 1.

th reference to Exhlbit No.

oo

Al \f vou describe the

type of acreage and the amount of acreage in the uni¢?

A The unit, as shewn ol the exnitis there, is comprised of

oAy
PR

'y

7 “ {- . . 1 —~ .
lands only o T lena n tohtal of-8lEg M

o

H
)('(

Of that 2uouns S675.%5 acres sre Federal, 480 acres are

Al Aud Lhe uais ouiline

Lioghoun by —#}%@—-%}{H}k%%-%%l-iﬁe*‘&tvu%d
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thie wnle bhoee anooy oo iy Taab oy ”3 T, L TR TR
BT s 3T Cooonr e U aene st T T st e veldow nr that
man, Lelve oo s Dnnha cxresge . e oend o b iitank, ang 1E e

Federai aanl oo co.02od, and she N2 of 7 acd the N/2 of 18,

& Does o 3dadizate the loe=atic: 2 venr provored test well

¥

in this area’
A Yes, it does. The location is shown in the SE of the SW/hk
of Section &4, 13,700 foct Docvonian teat in red.
MR. BURTON: We have filed two coples of the proposed unit
agreement. Does the Commisslon require more c¢coples than that?
MR, NUTPER: e vwill require an executed copy within 30
days after the unit is offecied, nle le Tine for now,

M. BURTCN: Ve would Like to mari the unit agreement as

Le

Exhibit 2, a oopy of it.

Q Mr. Lodle, i Exhivit 2 2 copy of the proposed unit
agreement for the Keel Deap Unit?

A It 13 an ildentical copy, of which we have consierable.
{ M3, BURTCN: M. BExamanes, we have beén requested to make

cne revlsion Ln ohe sgresnent, and Lt lg ap addivion Lo FParagrapn

age Z0, and 1¢ is a provize which I have

L S
-

b
o

18, subparagrapn (i}
prepared and warked as ovre xnivlt l-z, whleh I would 1ike fo in-

-
4

O A T X P TP AR |
B S S L K . . PRI WU RP S N

L AR Y 4 »
Ya, MUOMED: Doss this extra paragraph, or exira atate-
ment, does 1L o ir Pollawing the conclustion of the raragroph 131
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‘and, of course, wWill speak for 4tself,

PAGE

Vi, TAIRTON - Vo, T, oty e odded adb thie end of thﬁ

naragnsnh,
Sl HEPYERY Loeo tmln g uxnloty lea, hnang
MR, RURDON: voo, sl
MR, TATME: Is hnls 3z segregation clause, Mr., Burton?
M, BURTOM: Thiat ‘g z medification of the segregation
c lause, a further modification of 1t. The State leases are in
their secondary, beyond the secondary term, anéd orie party has
thought it would Ve advisable tc change the agreement.

Q Now, the unit area shown on Exhibit 1, has that been des-
ignated by the Y,G.5, zs an area loglculey subjeet to unit develop-
ment and operation?

A Yes, sir, it has, as of December 16th by the Acting
Director of the Jeclogical Survey in Washington.

Q With reference to the unit agreement, I will aﬁk&pu BOme
questions to bring before the Examiner the general provisiors of the

agreement, without trying to go into detall., The agreement is here|,

o Wnat ie tne yres Lolng uanltiszed, that is, deptinsy
i AlL formations below the top of the Qilorieta sandstone

which 18 found a%t approximately U857 feet in the Skelly 6 Lynch A

which 18 shawn In Sentdon 15 on tha larze fonlc map you have belfore
you thoare,
© Tagt Lo 3pelled oug in Pavagranh 3 14 16 not . on Poge 59

A Yﬁ)f,,
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“ P who Usoshe vt v ety
‘1‘1 CdaalTalsn W8 Y L Naa Degarianyg
ne Y81 8 Aea Domponug
g Te khews a spoctaien Sep o she d03Y s a7 0 Senlh wel) and
drilliing ot snceeasive worla unsll dlozover)y
A Yes, There irg drililng to discovery within six monthe

after the effective data »or 3 location that weuld e approved on

Fedeggl lands by the Director, ard Lf on State lands, by the Com-

missioner, to drill a Devonian test or discovery of unitized sub-

stances at 2= lesser depth resulting in production at paying quantitites

Q That 13 set out in Paragraph 9, is it not?

A Yes, s ipr,

i8] And the total depth for the cest‘ﬁell?

A i3,700C.

2 After discovery is obtained, what 18 provided with refer-

ence to the development and operation?

A S51ix months after completion of a well capable of a unit
discovery, the operator will submit plane for the operation ang
development of a un - and, in addition to that, he will submilt
additiocnal plans vefcore any c¢xisting plan has expirsd.

Q What about the participation in theproduction and sharinq

the costs after discovery?

A Scheadunler w11l ha anhmifttad that will ecat nn a2 narntionlt.
pating area of all the unlt lands thab are thaen, 26 thabt tioe,

reasonably thouzht 5o bo vryndactive,

W WAL the productlion then He allebbad on sn acreapgs basls?
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SO b Bnn moae of Shae rer 0L Lernes oo lands, are
never uait nop parstoloacing arcs, Doy o agreenent make any
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A If they are not out ,intﬂ;.ulil‘tiili,l’ﬂtiY\Lt_u‘{.itm,{\\mn;nlA-- et

1

aatomatic eliningtlon after flve yvears,

A} T call your attention to Paragrana 16; w-at 1s that pro-

wn

vision in there, Mr, Todle?

A Thst 15 the conscerration proratinn thah o~ceracion here-
under will be conducted ir trhe uncat cfficient and zooneomical manner
fo recover the anst resgources wlthout waste 28 defined and pursuant

tc State and Federal rerulations,

wt
<t
Q
[e3
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0 And when is the agreement

n

A Effective date i

ather the gpproval DY the Director and
the Commiggionar, for 3 termn of {lve ve-srz,
a] an inttial term? :

A And, unless 1t isinceranle of nrodnetinn, or 1f it re-

DEARNLEY-MEIER REPORTING SERVICI

ALBUQUERQUE, NEW MEXICO

sults in wvroduction in vayling cuantities,

Q Then 36 continnes afber the five vears, indef(initely, so

£3
A

| QS T T PR U - -
SRR, AD LRl ALl L PP TUHL R TY

A Ves . olr.,
0 n sonsvsi, do von koow 18 Gnts anit spreoement follows

|
Lthe form presceibed by Lhe 0.8 (.87
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A Jeverdal tlues wvrevicusly, ves, zin.

2 Exhivit A & Lbhe il agreement L8 1 mz2p of the unit aroqL
is it not»

""" A Yés;4MExhibib ﬁ Is = map that is contained in the unit
agreenent.,

Q What is Exhibit Rr?

A Exhibit B 18 a 1ist of the tracts, description of the J.a.nf
number of acres, serizl numbeyr of varlou: lecases, l23see or record,
percentage of overriding royalty ouwners znd the percentage of the
working interest owners.

Q Does 1t aizo list the owners of the royalty,-overriding
royalty, and working interaests?®

A Yes, it does. It lists th> overriding royalty owners ani
working interest owners,

Q Wnat 13 the percantage of the leases which are owned by
Sinclair 01l % das Company?

A Sinelair owns approximately O9.7% ofthe leases comprised
in ths outlined area.

] Have vou commanicaied witn a3l the other working interest
owners bto azcoprinin whether or nol bhey wieh o Join theanlt?

A We nave, verbally omd b ocoriified mail,

! Winat la the gtatug of the commiicoed gereonge?
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PAGE
R The sovomlitiod aeecugs, the woerliing luseranuy julnlng are
At . atwo shw o aeed s T
i " Py ey 133_‘_;‘“'\1) ) ‘ <, 1 Vi . oo ol v.'ﬂ..'
~ = mapt, 6 Lt natbe
s;,
- F A Yes, 1t 4o, The one reacopr for “hio gp thovs, We cr9§‘°
< E nasnered the aress thers not cornttted 30 0 now.,
a
* =
. Q In the Sunray 2acrease in Section 17, what is Sunray doinq
S
&3 about thelirs?
-~
(=t A Surray owns Federal leases and they have refused to couni*'
ot their acreage tc the unit.
- S
EE Q Have you heard £oom TTohley
» |
- ~ A Humble is considering Jjeining the unit at this time.
-
N % A And they have some State leases in Section 167
< A Yes.
) = Q  What about Shell?
€3]
‘ ES A Shell has committed their acreage to the unit. They have
o !\'
o~y
3 = State leases in Section 16, and they are committed,
- =
. . §§ o | Q Thev have 2 UO-acre lease in Seation 169
- . g
x - g
:E z A Thatta ecrrecs,
ES 4
z
u Q Mobil 1is shown with a 40-acre State lease in Section 167
o
-4
§ a4 Ther are consgidering at this nmepent,
-3
) < Ay fom s BVl o emmeew Bl B oom e N AL AN . - Y
- -z AN Ul DERMGLiiiily; vsane  reane L oeul

Cosden hawg =pvoeed £ Jjoln Hhoe unit?

L A Cogdey han cxecubod fthe asgrecwment, Me othoprg have de-

-~ - . . . |
on 10 is snown To 3e
owned by thrae individuals and Cosden, T belleve yon stated that |




[cilned Lo Joln the ugreement al Lhis tlime,

’“ L N 1 4 \;ﬂl e 1.: r\.:'l - ‘| i/h N ‘Vx_i‘f “,TZ‘:G"‘U 5 .\ .‘131 ‘uc
comm! tLeds

; ' \;'I“s" ; 1 Li‘
3
b ..
5 < Fave you sontyacted bhe owners of the overrlding royalty i
z R N
z interwsts?

A All of the overriding royalty Ilnterest owners have been

contacted by certified mall. There are approximately 34 ocwners,
and of the 34 owners over 28 have Jolned, totalling 91% of the
total override -- 1t is almost 92 plus,

Q If wou naven't glven us the flgure, would you state what
18 the percentage of the working Interests now committed?

A The working interests now committed, I have the figures,
is 89.6 of the total, which amounts to 95.77% of the Federal acreaib”{
and 16.66 of the State, or a total of 89.6 total committed.

MR. BURTON: Tha%t 1is all.
MR, NUTTER: Any questions of Mr., lLodle?

BY MR. NUTTMR:

g

o) Mr., 100le, yoo shabel HUMDLIE Wai Suneldering Joilning.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

Does %hat apply tce »oth of thelr leases there?

A Yes, gir,

;{ . - ~e -~ - . -

' % AL DTN R LR LB
Fi Yaos, giw,
A Sancay te dofinitery onk?

A A Sonecay 1o definitiely ont.  They advised uyy they vere out/
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luou]d nave to change the antlira acsresimeni?

P Tt P
s ke £t 1, =
PAGE +*
B L N I P b g Ay o e ) o [
Ia fact, they were the filrst to advise ue,
~ Aearm +irmmme mbbiasy Slicasma e a4 Menoaan L AN T Fhimnne Aas
‘ P . 'R [ e . . . . . PN v e N -

Indtals mat malas fo srvan dw e Laan o bees T s gp thelr mind

A

PUEPE NP S B
[PV e N T D

.
-4

da b o BN A T B e e k!
T TR ReT ot enne In, Decause

S

thev indisrated a5 one Sime Bhevr fiphf, Tha Yagh 0 heard they will)
not jfoin,

BY MR, PAVYNE:

Q If another unit is formed to the south,and Sunray joins
that unit, theﬁ what happens, we would have twc unit orders out-
standing with fhn same acreape 'n hoth,

A There 18 »n existing unit te the =south, %Yhe Skelly unit,

yes,

A0

Directly south?

A Yes.

¥ Doeg Sunrayv intend fto Join thatg

A I don't know sir, wnethevr they do or not.

o If we deleted the Sunray acwage frrom your unit area you

MR, DBURTPCH: Yes, we would, and we would have to obtain

approval of the redesigpated avea Trom the U,3.G.3.

. eam B A B - P -~ N . - ~ .4 - . - -
Q‘ AR TETETMCN L STl T S0 uTiRTu L L0l SAYAIBAY

e

ThL m e el
PR e T A

and contracsion?

A a0 Yeo, ol

MR, TN Phe wndt dast woald net becoms effective as

41
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| to tne aare- s Wit L3 04 comaltsed, Ut would, Ln sftsct, chansﬁ

MA, MIPPRI Ta v novt witoage o ogeclogliaty

ME., NUDMER:  Any further questlone of Mo, _odlev He may
oe excused.
called as a witness, having veen previously duly sworn, testified

as folliows:

DIRECT EXAMINATION

BY MR, BURTON:

X State your name and emplovment, pnlease.

A

o

. W. Hodges, employed by Slinclalr D11 & 3as Company as ﬂ““
geologist 1in Roswcll, New Mexico,
@ Have you previously testifled -tefore the Commission in

your capaclity as a geologlst?

A Yes, sir.

(4] And you quallifiestion Ss pueh ape & macter of rocord?
4 Yeg, slir.

5] Have you made 3 study of the Kee. Deep Uanlt area waich

18 the subjact of this hearing?

A P PR . E B
FaY LEAY WLy L JIAVET,
Q Aed are vou familiisy with ftha zeclozical features that

are involved?

| A Yog, sir,




1

A i
A3 L Llie,

L Ve, oloo o onawe
_ DOl CHERTUNT W WLLY aarv thlt oas appllcant's Exhipit Nold
>
3
= |3
v
¥
) B Joes vour breehurs contaln a Toeation plat of the area?
Y
) A Yes, sir,
. Q That 13 shown 23 3Zxhibit 1 to ihe brochure?

A Yes, sir, it 18. The plat locates the proposed Kecl Deep
Unit approxinately 28 miles east of the town of Artesia in a beit

of shallow sem™nian produciion »n the Arteaiasn vasu i Srend,

ARNLEY-MEIER REPORTING SERVICE, Inc.

- Q- What will be shoe urtaary oblectivesn tn the Sests that you
propose to drlll?
A The N», 1 objectilv w111 b2 the Devonian dolomite, and ;
No. 2 objective, Pannsylvanian sand, or Morrow section.
|
) And if you uwill, by reference to the outline Iin the bro- !
:
chure, describe briefly what the existing production in the area lsr §
i o A The exlsting produciion on the unit i5sc10 is confined to
v
‘ ¥ . . ) .. .
JNE the Sfeaven Rivwsre-Graybhuryg 10d San Andres formations. immedlavely
"‘5‘ 2
z - . N -
- adjacent is the Fren Tennaylvanian fleld located in Section 15, 22
g
3 Jand 21 of Tewyashin 17 S-auth, 31 Eash, and comprises shiee wells,
H
X < o Matn Lo oa¥%oim on FoOuY BEhU 00 3, Ln Lo 5y Givz productioh
in the areaq
A B ASEENEECE b AN R B
!
Lo o Wrat iy the nearest Popng lvaniso orodhiehion? . '
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PAGE }
)\s ih R ! H i ' ! ! ’! i "'y"“’*)- ‘Qll
T o~ kS -~ £ - 3 .2 .
§ - : ’ Yoooi vowashiy 17 Jouth, Bange 31 Eask.
ml . ¥ LY
z e OB e e aveniar producsion 1 the preaent
r
S g toren
g
I— ) .
. A T afnrest Devontan production at the present time is in
- Eﬂ the Coubtinertal Yo, 12 Toalsh, s ohe-well ool irn the Maljamar field%
_ Eg approximately =ix milee Loutheast,
“ o Tha 2nit agreenent covers only rights below a certain dethi
EE which o, I selieve, tbhe feop of She Glorteta sand, Now, explaln,
- S pleagse, how you have sr>ived b forine the vertiegl limite of the
Ea unisy
Al
N "1}. de 1 - "t L] ‘. ~ 4. £ L.
£ The vertlcal Iimifte of ¢he unit were arrived at in goling
~
Eﬂ to the next formablon velen the formation which had production.
:E The fan Andres 1s the lowest formatlion which has prcduction on the
.|
P~
€9 Keel u tt, arnd the next formation would be the Glorieta.
- bq
i §§ g o And tnzt horizon 1z specificslly definad, is it not, by 2
....... g
-
:g ; 10y wnien yvoud inelude In vour exhiolts?
Q z
$ A Vow, sir, 1t Is. Wa show that as Extbit 4 of the geologlf
g
§ cal breochure, snd that is a portion of the electrical log of the
=
e < . . 7~ ] oo » e - . ERY O SV N f -~ Lo~ s .. -
" o Eh Vo, U TR WO LS twwiiuancr daalr Lo Grir oLl 4nQ
Viopt D loncs of Soosion 22, Povashily L7 South, Ranze 31 Rant, Rdady
County, Meu tastoo, Pheowestiead 300 o7 Ghe o anlt have been
!
Lplaced as M%7 by ~deosrlend loe, whlen Ly wnoeo we call the top of
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L show 2 cloued antlelinal siructure,

the G.otviabo,

s ST T R AN EC D . 7 B A '] e “« Nhoa s4r somiane s s st #
I IRE B b (L A N 1 R L S .- . ) LR N
. } TR 3
brg g L iE : oo,
¥ - -y f ) - ey
[N . ! ! So Lo o b .

M. MUDPER: vad ou o orlliaally contemplated the unit to

start in the San andress

4 Yes, sir, we had, but after cconsultatlion with the U,.S.4.8|

it was found that it would be better to start the unitizastion at ¢t

next succeeding formaticn.

MR, NUPTER: You can furnish us with 2 correct Exhibit 4,

can you not*

A Yz8, 3ir,
2 [Ny Mr. Rurton) Now, do you have a contcur map of the

Pennsylvanian and Devonian siructures which you find in this area?

A Yes, sir, we do.
< Thosa are your Lxhibits --

A No. 5 and No. 6.

Q What dszta -ve bthese structures developed from?
A Thase atructures are contoured from geophysicai aata.
Q Do you have any eXplanaticn or any description that you

would like to glve with reference to these formations?

A Miasn I nd ahaa mannm Fhan fan af #ha Tavanian an tha
s ENW ) "J\A\- -—'A!\‘-lh" - v ke - - - - —— PO P -
structire contour man, 3 rleged aatiolinagl struciure which 18

verminated on the north by o fault, and on the Vennsylvanian we
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T ns . L s 1L " L ¥,l\.;v - ', PR TN J.u [VASY &&Z“lCtU.I'e as
e one anlen you nave pponcaad e ety
= Neosbe, ik ron, o heddews Gned fhe Duo elpnotuy e
Ludll _©o gewavated Ly~ saddls oy o styaconasst tew

Do il e he T
! Vs, !, LA
i : R SRS ‘,4’_'!
tnelures

3

- b

+ P
.;nasm‘&s: Ny

the Devonlan delomite,

PAGE l:,

net Ln2lud: the poriion of °
drilied on L0 Lo “nr gy
to b TDovenlan.,  The Yenow
would cesuapy sllightiy lars
e Whet I am asvliny,

& noehructure in

nia

| '\';‘V 3 34 -‘
- 41y s i 4
LOoere rnason
A Yes, air, TS

1ianmmisiials am

2rlit,

oA d

Y A .
Seatlion

U

ecticn 1% shleh zlresady has a well
Vot moac Y In foenion 22 drilled .
Lwaninn 28 shown on the contoured map

e 3rez2 than thet of the Devonian,
thearn, 13, the porticn cor the Fennsyl-
’h 1e outside tha toundzries of the unijg? .

st

~ e 2 g

e w

ol Lhe Pennsyiviolian structure ue

ot

Nyt an st

& drpleted on

your

VIR

Ared’

Lrseeuvior Lo, o

Seetlon 15

IR

il-1te, we should think, would

-4 Y - 1a. ~ Y
inrinded Ip $he s ropos2d unit
DA R R LT TR ..
3 [ P 7 L T A 1V S VR VR - §

. Ay nhure

sou show a
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Sce Shat vould not properly ve a part of the unit?

1,
fooyour ovialen, fo vou have, Aiindn tne it area, all
of tr2 land wnlan ls uxpected to be productive?

A We belleve that the unlt as outlined would encompass all
of the brcduction froa the Dévonian and féom fhe ;eﬂhgi{;éhiaﬁ.r |

A With the exception of this acreage in Section 157

A Yes, sir.

Q Do you know what unit that is in?

A Yea, sir. I bellieve it 18 the Skelly unit.

Q Is that a recent unit, or has % veen in force several
yeaps?
A It has been in force for several vears,

MR. NUTTER: 'hatv 18 the name o the unit, do you know?
A The Skelly unit.

MR. NUTTER: 1Is that the full name?
A That 1s nmy understanding.
i Q (By Mr. BPurton) Did you hear the teatimony here =8 to
!

the anreace whinsh 18 nat halne pAammitbad 4a Lo omtdn

o s Yiswm Laisl e s

A Yeg, sir.

Q That g the tract ‘n Section 10 owned by Sunray. Where
48 that laocared olth oforoncs 50 Chiw L uurey

A It wou w ha doc2tad onn the souith Tlank of Ehe Devonlesn

L o If nore of these Urasts that have been monblioned as not




e

i

DEARNLEY -MEIER REPORTING SERVICE, Inc.

PHO E CH 3.6691

ALBUQUERQUE, NEW MEXICO

PAGE 17

comlng L, L7 oouey do ol cere in, 2t all the othar worliing

ey ey s e ondadton s a0 peologlst,

PREYTE-E RN TEVE:. B L RIS FE LA DAL R

WLId Lo Inccven s denvabh oot Doy it condanl ot fha anl

area”
.} Yes, sive, T helleve shay would,
4 E W
Q Do wou npellowve Koy, 35 9t ohwats aubstantially all the

benefliss of the unilt cperation?

A Yes, sir.

Q What is your opinion as to whether the unit plan of s
operations is in the interests of conservation?

A Yes, sir, I thinl thot there =ve several reasons that it
would be beneficial {o 211 the prarticipante., It wc2ald provide an
orderly manner of drilling. It would allow a systematic depletion
of the reservolr, and without any undue delay secondary recovery
methods could be initiated,

Q That is , you could go from your primary phase of recovery
right into secondary at the mostopportune time?

A Yes, sir.

[
-
!

e
)
'
i
-
-

o

A1 A Ansnn wlithant vsvard tn theas

interior leass lines, could it not?

A Yes, 3ir, Lt could,
R A el Yan L] Y. -k - P Y IR} . m
e, PRSP A ity oD AL U JUes L Lony .,

MR, NUMCER: any gquestlens of Mr, Hodges?

BY MR, PAYN::

é 0 What «lod of gontrol 413 vyou have in drawlag ithese con-

L‘wx )
'Y
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toars?
A e Tl . 3 LGt O kY .,
o Ave therc i, wollo vrodacin, In o hortzenta! and vartli-

cal 1lin1% of the proocved unit; 1 thzre an) producing well, not onlly E
in the horlzontal area, »ut the vertical area that {e being uni-
tized?

A Within the unit itself?

Q Yes, sir, at present.

A No, 8ir, there are no.

BY MR, NUTTER:

Al ¥Mo proration wnatsoover from the top of the Glorieta on
down?

A Not in the proposed unit area.

Q This Skelly well in Sectlion 15 1s producing from the
Pennsyvanian at this time?
] A There are three wells in the Fren-Pennsylvanian fleld,
S..elly No. 6 Lvnch currently producing; Skelly No. 21 Dow in SectioL
i 21, currently shut In, and I was not able to find any production
listed. It 19 s%ill listed, but not shown as belng shut in, the

No. 3 Dow Well in Szction 15, and I presume it is still capable of

some production,

vemvem ammrdirm d e Pme AV e
0 A1) Ehron ~f dhaoos wplls ware produsing Tron Unie Feniadyi-
vanlan?
A From the Tover Pa2nnsylvanian,

Q Your well 1y golnge to be drilied in the SE of the SW of
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r

Y te e thas Wit ne Paye a0 Bhe Tavontan eontour in
concerned, 1.te ocvated on vow Righest contour on the Pennsylvaniak
contour mayp, coyrrect?

Yoo . sir,

o Mr. Hodges, in vour opinion, geclorsical opinion, is the
boundary of this unit sufficiently large to afford a dequate controﬁ
of the unit for conservation purposes by the operator?

A Yes, 8ir, 1 belleve 1t 1sm.

0 In vour opirien 's the unit bpoundary uvurduly liarge to en-
compass acreage that 1g not within the closed contours as you have
determined them to be from the zeophyslcal data?

A No, 1 belleve the proposed unit outline would encompass
the producing area.

MR, NUPTER: Any further cuestions of Mr. Hodges? You
may ve excused,

MR, DBURTCON: Applicant offers 1ts exhinits into the

recora,
MR, JUTTER: Sinclairts Exhibits 1 through 3 will be

entered in evidence. Do vou have anvihilang further, Mr, Burton?

ML, ORIRETON BRIV T R I A
M, OMUTPER . Take Ghe cansa under adyiaaspont,
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STATE OF oo
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SOV E R S E R D R
T, JUND pArae, coert Be octer . de bmrel s ceriify that the

foregelug and aitaeched tranecript of proceedinge Lefore the New

Mexice 211 Conservatlon Cowrlssion 4%t Santa Fe, New Mexlco, 18 a

PHONE CH 3-6691

true 2and correct receord Yo the best of my knowledge, skill and
ability.
IN WITNESS WHEREOF I have affixed my hand and notarial seal

this .1lth day of March, 1961.

7N R

! -
_1:‘4:_:-' f LG -

Notdgry Publig /- Court Reporter
/ ¢

e

My Commission expires:

May 11, 1964.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO




PAGE 24
T o {_T’TD }; ‘ T N T
PRRLGE EASE
J \ Yy . ‘,‘rj. }
Pirecl LA.AnBabiLL Ly Mife buriun 2
- GUECTT NS o M b e 9
3 QUESTIONS by Mr. Layae 10
T |J. W, HrDAFs
' ; L .rect kxaminavlon L) MNr. barton 11
‘S g SUESTI NS by Mr. Fayn 17
- ,5 QUESTICUNS oy Mr. Nuster 18
- X
~
~l x
<3
¥ )
—
. ~
4 <
Y -
4 Q
i L3
te <
o EAbH 421718
i¥ E )
€3 NUMBER EXHIBIT IDENTIFIED OFFERED ADMITTED
P4 g Ex.#1 Map 2 19 19
X 11 S Ev &2 Hnit Agiomint z 1Yy 19
) Ex.#3 Brochure 12 19 19
€ ~
\ E !
Q
| < I
b do he eu‘ +
g z a ¢o;- . cnr 1f.Y t.h'lt the foregoing is
z the ;'_’___ o s » -"* nron ’qi"lgs in
3 beavd v ., s U luse 1.01 %
& ~ - A s et ]
s Y P 196
2 N .
e 1 ew X*VO Oll Conensan s - Exarnfno-
o ""'"‘J-Ulon COmmisSion




wed

E, Inc.

DEARNLEY-MEIER REPORTING SERVIC

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-6691

PAGE

whin i il
b CelDERv ALTON CURESLES LU
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7

)
IN THE MATTER COF:
)
Appiicavion of Slincialyr 0ili & Gas Cowpan,. for approval)
of a unit agreenent. Anolicant, la tie avove-styled ) Case
cause, seeks approval ol the Keal Deep Unit Agreement,)
which unit emuraces 6,159.5 acres of Federal and State)
lands in Townsnip 1Y South, Range 31 East, uddy County)
New Mealcu.

- —— o ema — w— anm w e —— emm e et e s e mem e s e emm e o e e e e

Daniei S. Nutter, Examiner.

TRANSCRIPT OF HEARIKRG

MR. NUTTER: Case 2214.

MR. MORRIS: Application of Sinclalir 0il & Gas Company
for approval of a unit agreeciment.

MR. WHITE: Charles White of Gilveri, White & Gilvert,

>

< 5 ) ~ 1 T N3 3 Y ~ 3 IR
Santa Fe, Now Mexinn arneaning on hehalf of the applicaiion. We

aliso nave assoclated wich us Horace Burvon, attorney out of Midland
Texas, and ne will oresent the testlmony. There are twWwo witnesses
GO e sworn.
(Witnesses sworn.)
J. R. TODig
calied as a witness, naving veen vreviocusliy duly sworn, testiflied

as {oilcws:
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A J.o. Lodle,
- = G Pyowinom are Joud engloyed?
3
".‘ - e . N N 2y .
z A sianciair Ok and Gis Company, Roswe. .,
I
z D) 2 . . N . D .
2 n Wnat is your job with Sinclalry
-9

A District manager, New Mexico District in Roswell.

) Is the proposed Keel Deep Unlt area in your districte
A fés, Sir.

s Are you familiar with the proeposed unit agreement?

A Yes, sir.

Q Have you pregared a map of ithe unit area?®
A We have prepared ivae large scale unap there that 15 identil-

cal to the map shown in the unit agreement with the exception therg
is a little more information that might ce used at tais confererice
on tne cig wap.

MR, BURPCN: e would like to mark ths map appiicanc's
Exnicic No. 1.

2 With reference Lo Exhiovit No. 1, wili you descrive the

DEARNLEY-MEIER REPORTING SER 7ICE, Inc.

ALBUQUERQUE, NEW MEXICO

cype of acreage and tne anount of acreage in the unite

A The unit, as snhown on the exhibit there, is comprised of
" Yederal ond State lands only. It compriscs a totalr of G155.45

i and ftne ool ouinitino




PAGE
Lokt L u A S 3 R ¢ G Ve T S 2, Ly
we oy ol r - -~ -
- cig it PR Ly Ve [ 1 (U 1Q 1 -l Vil [ VO AU
rp, waerlnng o Lne op Luoee acrease.  Phe resu i olank, and Lo
. Federal and noi colcored, and tire N/2 of 7 a.d Jhe N/2 of 18.
3
-
z 8 Does 1. indicave e location of your prog.osed {est well
-
z - ot .
I ; in shils avea?
=
N A Yes, 1t does. ‘ihe location 1s shoun ln the SE of tne SW/M
= of Sectlon 4, 13,700 foot D :vonlan test in red.
I e IR TR bt St -o
P
[~ MR. BURTON: We nhave filed two coples of the proposed unit
n agreement. Does tne Commission require more cogles than that?
EE MR, NUTPER: e wirl regquire an execuied copy wiithin 30
o days after the unit is effected. This is {ine Tor now.
Ea MR, 2URTON: e would like to mark the unii agreement as
Exninit 2, a oopy of it.
Eﬂ A Mr. Lodle, is HExnibit 2 a covy of ihe proposed unit
= agreencnt for the Keel Deep Unit?
]
x =y A It is an identical copy, of which we nave consierable.
: E E: ° MR, BURTON: lir. Examiner, we nave veen reguested to make
. , ¥
=%
[ z oiae revislon in the agreement, and it igs an addition to Paragraph
3
Q2 0 e :
w 13, Suoparagrapnh (i), Page 20, and iv is a proviso which I have
2
£
, § orepared and wmarked as our Bxnivit 1-a, which I would like to in-
g !
i < ] . . I
CiunaG L thic YETTUo.
MR, NUDPER: Does tirls exira paragrapgh, or extra atate-
meant  does 1t go in folicuwing the conclusion of the Taragrapn 18-1
as it dis in the unil agrceument at tne present time?




PAGE i
L DUNTOR: von, coml i utd ided ol ce ond of vh
’:]!‘!?"!.'f!’:?z;:n
v, NUPTEIL [ sce, this is mxnilote Y=, theny

. MR, BURTON: Y.s, sir,

&
3
~ - ' . T ioe 5 . v e Ry & ¢
z MR, ¢AYNE: Is tni.c a segregatlon ciavse, Mr, Burton?
- v
e
< 2 MR, BURTCM: That ls a modificasion ol tne segregation
- s " B -
~ h . e 3 4 s rmia - —— - )
¢ lause, a further modificavion af 3+ ™ " T0, ¢ ic¢ases are In
€3} e T
B - Ea thelr secondary, veyond ithe secondary term, and one parity nas
_ [~ thougnt it would be advisavle to change the agreement.
i) &) Now, tThe unit area shown on Exniblt i, has that been des-
EE ignated vy the U.G.S. as an areca logically suviect to unli develonH
- o't ment and cgeration?
- Ea A Yes, sir, 1t has, as of Decemver 10th vy the Acting
s Director of che Geological Survey in Washington.
E Q With reference te the unit agreement, I will ask yu some
- 5; guesitions to oring velore the Examiner the general provisions of tHe
]
»e P et 4- 4 - & -3 T L3 P PR 1 m . -
. = agreement, without trying to go into detall. The agreement 1is herd,
i~
. z, o and, of course, will speak for itself.
1Y)
= _
:g z 8l Wnat 1s tune area veing unitized, that is, depths?
3
z - 1 gy 2y 1 : < :
~ " a All formations below the topr o the G .orieta sandestonc =
) ) ;
2 wiien 18 found ab approximately 4857 feet in the Skelly 6 Lynch A
g
; « 1Al . G mms3 i T L men Flaa Tmemrmm mma T m e aea s Yo 3.
. vinlcen I gngown LN SCOTILCn 5 8 Al L4TEC SCast iiav o4 1tiavVe ueivi'd

Taab is svnelled out in Faragraph 3, is 1t not, on Page 59
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o there a proviston for the de diin s of a tesv weild and
didoling o successlive wells unt'i discover,?

A Yee. There is driiiing Lo discovery within silx monitns
alfver the effective data on a location wiat would be approved on
Federal lands oy the Direcitor, and if on State lands, Ly the Con-
missioner, to drili a Devonian test or discovery of unitized sub-

stances at a lesser deptn resulting in production at paying quantidy

o) That 1s set ou¢ in Paragrapn 9, is it not?
A ¥ag, sir.
Q And the totail devtn for the Gest well?

A 13,700.
Q After discovery is ovltained, what is provided witnh refer-H
ence o the development and operation?

A Six months after ccmpletion of a well capable of a unit
discovery, the oﬁerator will submit plans for the operétion and
development of a unit and, in additlon to that, ne will suonit
additionali plans vefcore any existing rlan nas cxpired.

2 What avout tne participation in cheproduction and sharing

che costs after discovery?

; Schedules wmill o cubmitsed that will oot up g partict
vating area of all tne unic lands that are itnen, at that tine,

reasconavly thougnt to ve productlve.

0 Wlil tae productlon then te alioctied onan seve

ST IR
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A Yes, sir, ingide wne narblceinacingg avea,
0 SuLpoLe thle gome ol thle giea , tne ieases or lands, are

acver put In 2 parsicivating arca. Dioes bthe agreenent make any

proviston or disnosine of {hat acreace?

A If they are not put into participvating it provides for

ausomatic elimination after five years.

vision in there, Mr. Lodle?

A That is the conseryvation preration that operation nere-

under wil., Le conducted in Lthie nost efficient and economical manner

to recover the most raesources without waste as defined and
to State and Federal regulations.

Q

and wnen is the agreement to vecowe ¢ffective?

P

A Eiffective date is after the approval vy the Director and

the Commissioner, for a term of five years.

2 An initial term?
A And, unless 1t isincapawvle of production, or if it re-

sulls in pr-duction in paying quantities.

8] Tnen it continu=zs after the five vears, indefinitely, so
~ e - - . A [ . LI S
ANALLE, Sy RN SN (R SR V] 4 (UL RV RVS GEW 2]

0 In general, Ao Jou =Znod 1D thils

o I call your attentlon to Paragrapnh 16; what is that pro-

pursuanﬁ
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A Severai tluel previcusiy,, veds, sir,
o Bxnloit A (o toe unit agrecneny is a2 aap of the unit ared
1o LU HuuTt

R4 H
Y, oUoan,
FES S 1S S AR VIR EOT VAR O SR G S EE AT S 53 SO O S TSP AN S5 BT EAUICA AT IOV B TR A

i Laaanien ony

A Yes. Exnivic A is a map that 15 contalined in the unist
agreement.

Q What 1s Exhiovit B?

%

A Exhivit B is a 1ist of fthe tracis, description of the 1aﬁd,

~

aumber of acres, serial numoer ol warious icases, lessee or record,
vercencage of overriding royalty owners and the percentage of the
working interestc owners.

Q Does it also list the owners of tne royalty, overriding
royalty, and working interests?

by Yes, it does. It lists the overriding royalty owaers and
working interest owners.

Q What is the pervceritage of the leases which are owned Ly

Pl

-

Sinciair 0il & Gas Company?
A Sinclair owns agpeoroximately 65.77 cft.re leases conprised
in tne ouitlined area.

«‘.,: Have yud o

iltaved wWith ale whne otner working interesd

oWners Lo o asceriain wnether or not Ltaey wisn Lo join btheunit?

b T ' - [ L S Ty R R s ey ST

A Je nave, vervalily and by ceriifiecw mall.,

o Mhatf: de Lne scatos of fthe comaltiao d—acveasos J
: £ t 2] 0
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nasnered

0

(S

aiou’d

cheir acreage to

State leases in Sectlon 10,

owned oy

1%
Cosden

4

thelrs?

nan

5 s
PAGE j
—_— .- - e e ¢ e e e e e — - e ey
e 0 . o SR i ! PR i T T
' 3 ) [0
3y ) it La
. Ry n Ly e Lt r . , oy s .
e 1 eoloy . ‘ i it [ T g [YREO
RStV

Tae oue reason o2 whe Lan uiere, we Ccross-

the arceas nere aweocoeorinltted as of

BN 1155 SU—

In the Sunvay zerease in Sectlion Is Suunray doing

Sunray owns Federal leases and they have refused to commi

The unlit.

Have you necard Tvon Huwnsle?

Humble is gconsidering Joining uthe unit at this Lime.

And they have sowe State leases in Section 169
Yes,
What avout Shell?

Sheli nas committed their acreage to the unit. Taey havé

and they are comwaicied.

They have a !O-acre lease in Seciion 167

Tnatl's correct.

Moovil is shown with a 4C-acre Stave iease in Section 169
They are considering at this :nocuent.
veliecve

and Cosden, I

agreed to Join the univ?

t

Cosden nas cxeciled Lhe _agreemend

"1',19
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Have Jou concaceed the owners of the over

. . e o
Lo SUS Y

riding royalty

4 Ali of the overriding royalty interesc owners have been

d vy cercified ..al.., Tnere ave a

¢
o
o
(o)
Y
Q
Ci
]

ovroximace

1y 34 owners,

and of the 34 owners over 23 have joined, {otaliing Q1% cf the

ot
j
w
.

total override -- 1t 1s almost Y2 pi

s one vercentage of the working inte

3

2 TY you naven't lven us the [igure, would yvou stabe wna

esyvs now committed?

I
(%

A The working interests now comnitived, I have the figures,

o

s £9.6 of the total, waich amcunts to 95.77% of the Federal acreag

)

and 16.66 of the State, or a tctal of 8

b=t

\O

.G tota

ot

That is al

jo3]

=)
po]
w
(@]
o]
=
b3
*
=
Q
Q.
FJ
[
LV ]

MR, NUTTER: Any questio

BY UR. NUTTER:

) Mr. Leodle, you svated Humble was consider

hat aprly to voth of ithelr leases thare?

v
v

Does

~ Aem S NE sy . . o . -
. YR ICERULPE N YRR D ISR IR § S0 l_{li,)‘/
F2Y Yog , Sir,

o 3T hX3 s o f iyt il EEE
) Sunpray il defliniiols ous?

N oy T 3 LI R R B 3
B‘IH“%L‘»' i QO L0 g s Qg Paer sdiigod

commitced.

ring joining.

ey Facr B = = e = =g
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. - R o B e gwgayr H “ Ty en t s n e b , - [ s 1
Port ol nnG swrngy oo Cod in. or sy hvent o ade un thieir niad

A 1 coutdn'c say utney def niteiy won'i coule in, hecause
chey indicated 4t one time lney mipght. fhe lasty we heard they wlll
nosv Join.

BY MR. PAYNE:

&) If another unit is formed to the south,and Sunray joins
that unit, then what happens, we would Have two unit orders out-

standing with fhe sane acrease in botn.,

A There is an existing unit to the soutn, the Skelly unit,
ves,
Q Diractly sousnh?

A Yes.

i) Does Sunray intend to Join that?
A i don't know sir, unether they do or not.
s} If we deleted the Sunray aceage from your unit area you

would have to cnange The eniire agreementc?

M. RURTON:

<

es, we would, and we wouid nave to obdtaln
aoproval of the redesipgnated area from the U.3.G.S.

n Noes the anin asreeneni contain an asreement fonr GXDRhSiJh

BURTCH

Tiie unit Josi wooid nel Deconeoeffeotive-as

E
§
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L0 D50 aoredte vt s nuas sovialwoend, oo, Tooelfee i, enange

RUPPhie

Praiv,

M. BURTCH:  Yoes.
MR. NUTPER:  Any durthey questlon: of Nr. jodie? He .ay
L exeused.

J. W. HODGES,

calied as a witness, naving veen previously duly sworn, testified
as [foliows:

DIRECT EXAMINATICN

BY [iR. RURTON:

2 State your name and employnent, please.
A J. W. Hodges, cmpleyed vy Sinclair 0Ll & Gas Company as &

peologist in Roswell, New lexico.
) Have vou previously testified vefore the Commission in

your capaciiy as a zeologisit?

A Yes, sir.

Q And you guaiificaticns as suen are a macicr of record?
A Yes, sir.

Q Have you made a siudy of the Keel Deep Unit érea wnich

this hicaring?

i T o~ ~T e T s e
1 Ly L | Al 1ihh WA »

And are you fawmiligr with The zeclogical features thasn
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Aorse v cediie e o tnvessl onu i on sed Mindingo
¢ Lot L ’ ! i Ly
A Yes, st sdoeoaave,
i, BURTCeMN: 0 WL mavk ohio we o upniicant's Exnloiv No.
3.

Dees your ovrocaare contain a iocacion nlat of the area?
R Yes, sir.
0 That 1s shown as #xhibit I Tc the urochure?

a Ve~ 1., 1uv 18. The plat locates the proposed Keel Deep
Unit approximately 28 miles east of the town of Artesia in a belt
of’ ghalliow vermnian pgrodaction on the Arsesian vacuunm trend.

o What will ve the primary ovjecivives in tne tests that you
propose ¢ driil?

A The No. 1 oojective will be tne Devonian declomite, and
No. 2 objective, Pennsylivanian sand, or Merrow secition.

8] And if you will, by reference to the ocutline in the vro-
chure, descrive uriefl; wnat the existing productiion in the area 187

A The existing groduction on the unit 1tself is confined ©g
thie Seven Riuvers-Grajyoury and San Anxdres formations. Immediately

©

adjacentv is the Fren Pennsyivanian fleld located in Section 15, 22

and 21 cf Township i7 S utn, 31 East, and comprises threec wells.

~ L s e P S P e}
RV NI * H 1

n oW R ~t o = T TR b v Ty o y
n T oW O YUY LGRS L0 5, L& U 1L, Lie producivicn
L che area”
A iCSJ \CJ:L, oL 8,

S B o ~ PR y - « : s - PR R R . 3 .o
Yi.r8U o 28 TLLE eares. jj“(lﬂ,;v_u_;\';l' S A ‘.r*rﬂuc,i,m:q‘_z
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TR v o e o ean, cvantan proeduastion Lo La o sng Lnrec-wels

AT SV NI S TOY AT

i A Csecoiong 1h, 22 and 2. of Ptowasuly 17 Soatn, Range 31 Eask.
o WYnere 1s fhe neares. Devonian troductlion at the present

PHONE CH 3-6691

Cime?

A The nearest NDevoenion prCduviuiv At the present time is in
the Continental No. .2 Baish, a one-well pocl in the Maljamar field|,
approximately six miles southeass.

e The unit agreenent covers only rights telow a certain depkh

oY

wnicn is, I belleve, the top of the Glorietva sand. Now, explain,

lease, now you have arrived at figuring the vertical limits of the

A The vertical .imits of the unit were arrived at in going
to tne next formation below the fomnavion which nad production.

The 3San Andres is the lowest formation which has production on the

DEARNLEY -MEIER REPORTING SERVICE, Inc.

} Keel u..i%, and the n=2xi fo%métion would Le tne Glorieta.
‘ 0 And that horizonis specificaily defined, ic it not, by 3
icg whicn you include in your exnibits?
A Y-8, 8ir, it is. ‘e show that as Exidbic 4 of the geologil-

cal vrochure, and that is a portion oif the electrical log of the
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DEARNLEY -MEIER REPORTING SERVICE, Inc.

PHONE CH 3-669:

ALBUQUERQUE, NEW MEXICO
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SVERTERCFE BN

LY PInay

Wit PURTUR:  Tanae tooan owvsolete cxivivii,
MR. NUTPER:  Had | ou originaliy contemprated tne unit fo
SLars in the San Andres®
A Yes, sivr, we nad, zut after consultasion with the U.$.G.S
it was found that 1t would ve vetter to start c¢ne unitization at th
next succeeding formatioi.
MR. NUPTER: You can furnish us wita a correct Exhibit 4,

can ¥ou noi?

A Yes, sir.
S (By Mr. Burton) Now, do you have a contour may of the

Fennsylivanian and Devonian structures whicn you find in this area?

A Yes, sir, we do.

Q Those are your Lkxhivits --

A No. 5 and No. 6.

Q What data are these structures developed from?

A Thnese strucitures are contoured from geornysical data.

e

Do you have any eXxplanatiocn or any description that you

woulid like to plve witnh reference to these formations?

. o3 RV, . . - . ©ge vt ~ o~ LA SPN
A The »~lat ghows, ne2r the Leop ol the Dovenlan on ohe
E. R . P P - - a B | o A N fa 1 * 2
struciture convodr map, a ciosed anticliinal structure wnicn is

terninated on the norih oy a (auls, and on uvie rennsylvanian we

{_show _a ciosed anticl . na: scrucuvure,
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avanian sy

s, Sl
Woat aeout
Lacluded?
No, sir.
You shnow a porsion of iv.

A Inasmush as our primary ovjective on tinis unit will ve
the Devonlan dolomite, the oroducing linits, we should think, woul&
not include the portion of Section 15 which already has a well
drilled on 15 ¢ the Pennsyivanian, and & weli in Section 22 drilie
to the Devonian. The Pennsylvanian as shown on the contoured map
would occcupy a sliisatly larger area than that of the Devonian.

A Wnat I am asking, thougn, is, tne portion cof the Pennsyl-
vanian structure in Section 15 is outside the voundaries of the uni

A Yes, sir.

8] Is there reason for that?

A Yes, sir. “Phis was not included in the proposed unit
inaspuch as that acreage in Section 15 is already commitited to a
anit.

Insofar as concerns the Devonian struciure, you show a

v S Aan=-3 A
B [WRGRe] H

- e~y A R O A I
Mo A - vl

5 L5 Thatv thié Saiig 3tiuciule as
wnicn you nave cwropesed Lo testy
No, ~ir, itv is nou, We celicve that the tuo struciures

sepgraied py a4 saddic or.48-53 LAt O

-
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ALBUQUERQUE, NEW MEXICO

Ta your opiaion, do oyou nave ) witain tne anit area, ait
ol Lane iand wiiica is exvecved to ve prodactive?

A We bvelieve that tne unit as outlined would escompass ail

of the productlion freu tne Devenian and from the Pennsvivanian.

o With the exXceptlion of tnls acreage in Section 159

A Yes, sir,.

@ Do you know what unit that is in?

A Yes, sir. I velileve 1t is the Skeily unit.

Q Is thav a recentv unit, or has 1t veen in force several
yvears®?

A It nas veen in lorce for several years.

MR. NUTTER: Wnat is the name of the unit, do you Know?
A The Skelly unit.

MR. NUTTER: Io tnat the full namne?
A That is my understanding.
o (By Mr. Burton) Did you hear the testimony here as to

the acreage wnhich is not being commitied to the unit?

A Tou, S5ii.
8] That is the tract in Section 16 owned oy Sunray. Where

is ’|'.h::'1"", Jocaﬂ:ed 1
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It wouid te located on the soutn fiar e Devonian

structure,

L

nat nave Leen mentioned as-pos
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MR Ll .
eeresuh

A Yes, slir, I oeilove
8 Ny v e iiaeveo o

cenelits of the unlt ovueratciol

A Yyes, sir.

2 What is your opinion as

operations is in the
A Ves, sipr, T

would e veneficlal Lo altl

orderly manner ol drililing.
of the reservoir, and without
mevnods coulid be Initlated.

is

2 That

v

rignt into secondary at the mostopportune time?

2 And deveiouvuent

could.
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Ave Loere ao W Lo wrotan o b oo st 2o and voelt-

caloold e ol the proposed Bty lsounere ang predaciog wol., noc oohy

Linoenie norizonoal arca, ool osne veprilcalr ayrea toat ls oveling ual-
A Within tne anwu twweid?
0 Yes, sir, at present.
A No, sir, there are no.

BY MR, NUTTER:

croration wnacsoever I'r'oil tne con of tne Glorieta on

2 .

A Not¢ Iin the prowvosed unit area.

3

Q) Tnis Skelly well in Section .5 1s preducing from tne
rennsyvanian at this tine?

A There are three vwells in the Fren-Pennsylvanian field,
S eliy No. 6 Lynen currently vroducing; Sielly No. 21 Dow in SectiJn

21, currentliy shut in, and I was not able to find any production

listed. It is still iisted, but not shown as veing snut in, tne
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5, and I presume 1% is still caparvle of

0 Your weild s psolng 20 we driiled it the SHoof tho O of

B P Py




Inc.

DEARNLEY -MEIER REPORTING SERVICI:,

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-6691)

Yo, v,

Paat Lo Jhir b s oy e as Lo

- 2 ' PR .y N PR
coneeormMmoen, 2100 Loaed ol wnl
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CoONeOT My, Ccorretusy

A Yes, sir, 1 velieve 1t 1is.

Y

[ &

¢ne producing area.

may Le excused.
MR. BURTCM: Apolicant offers its

cord.

by

4]

MR, NUTTE:

e

: Sinciair's BExnivitis
engered in evidence. Do you nave anything
MR ORIRTOM:  hof e

MR, NUDIER: Take tne case under

S V

vevos tan conltour 1o

R - *

of the unit for conservation purposes by the operator?

conpass acreage that 1s not within the c:osed contours

desernined them to ve {row the zeopnysicai data?

-

St ilgnesy eoncoul o Lne rcnusylvaniﬁn

A Yes, sir.
e Mr. Hodges, in your oninion  oaciasissd acinian  da fhe

. R

voundar; of ©thils unit sufficlilently iarge to aliford a dequate contro

In your ocvinlon is the unit voundary uandaly large to en-

as you nave

A No, T velieve tvie progosed uili outline would encompass

MR. NUTTER: Any further questlicons ol Mr., Hodges? You

exnivits into thn

1 threugh 3

further, Mr.

advisenent.

s
,,._J
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o
©

Burton?
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cruc and correct record Lo the vest of w knowicdpe,

avilicy.

IN WITNESS WHERECEF I have affixed my hand and notarial seal

this 1lth day of Marcn, 1901.

My Commission exypires:

vJ

Man 11,

<

JUN

aid

Counservac:

1964,

PDALGH, O ey e Uy, do o norves aeen iy anan e
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skill and
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1 do herﬁb" x 1
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e ol tho proceedings in
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J.o W, TODIH

Direct Exanianacion o, iir. hurion
QUKSTLORNS oy B, Nabier
FUESTIONS oy Mr. Puyne

J. 4W. HCDGES

Direct Ixamination oy Mr. Burton
QUESTICNS vy Mr. rayvne
QUESTIONS vy Mr. Nulter

EXHIBITS

NUMBER EXHIBIT IDENTIFIED

OFFERED

g2l

; o

PAGE 24

1AL

1

w7
18

ADMIT'TED

Ex.#1 Magp 2

OX.42 Uit Apleclel 3
Ex.#3 Brocnure i2

19
19
19

19
iy
i9
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Sixcram O & Gas Covpasy
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MIDLAXND, 'TEXAN

April 12, 1965

State of ‘lew Mexico . o
Uil vonservation vomiission

P.C. Box 2088

Senta Fe, lNew lMexico

ATTETION: Mr. J.E. Kapteina

Pe: Xeel Jeep Unit

Gentlemen:

This will acknowledge receint of your letter of Acrril
T, 1965 reouesting that we advise the present status of
stbiect unit.

’e wvere unable to secure the agreement of the necessary
parties to this unit, and therefcre we terminated our efforts
VO TorT thio unit. e ap()l\lrg‘ipi: ToL v advlblug’ you oy
this m=tier sooner.

If we can be of any further assistance, please advise.
Yours truly,

Jo. R. Lodle
District Landman

|

4

)

////fZ::></5%;77 ’ i
e AN NI o B0 A 2 Wog '

By: R.L. Osborn

RID/dew 1
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O!L CONSERVATION COMMISSION

P. O. BOX 2088
SANTA FE. NEW MEXICO

april 7, 1965

Sinclair 01l and Gas Cowpany
P. O, Box 809
Roswell, New Mexico

Re: Xeel Deep Unit

Gant lemen:

New Mexico Oil Conservation Commission Order No. R-1898
granted approvel of the Keel Desp Unit on March 9, 1961, This
office has not received notice of approval of said unit by the
Director of the United States Geological Survey; plesse inform us
as to the present status of the unit agreement.

Thank you.

Vearv trulve wnnva

J. E. KAPTEINa
Enginear

JEK/ o0
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Aprii L7, 1961

Simeclair 01l end Cas Compeny
Midland Savings & Loan Building

Midland, Temas
Re: Proposed Keel Desp Unit
Rddy Cowmnty, New Mexico
Attantion: Mr. Norace N. Burton

Centlemen:

The Commissioner of Public Lands is herewith motifying

you of his intention met to approve the Keel Desp Unit Agres-
ammt,

" anes “‘-‘-‘ ‘: e cmnlls e a8 _
-

1S =58 %% Lhe Pest iBTETESTS Of the
imummumatofluumnmnd
Desp Unit. This decision is based on the fast that tracts
seven and tam #ve not deing committed to the Unit

i

We will be willing to reconsider this decisicn L{f at a
later date tha resord aemses o2 3456 tracis shoulid desire to
join the unit,

Very truly yours,

E. §. JOHMNY WALKER
COMISSIONER CF PUBLIC LARDS
ESw/mmx /s
ce: 011l Congsxrvation Commission
Santa Fe, New Msxico

United Stutes Geological Survey
Roswell, New Mexico

Ty e



GOVERNOR
EDWIN L. MECHEM ]
CHAIRMAN |

| SHtate of Nelw Blxica
©il Conservation Commission !

LAND COMMISSIONER STATE GFOLOGIRT
£. 8 JOMNNY WALKER

A4, Bﬂ.fﬂb m.

SECRETARY . DIVEC VOR ‘;f

,. 0 ..l [ 1 4]
SBANTA FR

March 9, 1961

Re: Case No. 4314
Mr. Charlie White Order No. R~-1898
Gilbert, Vhite & Gilbert Applicant:

Box 787

Dear Sir:

; Enclosed herewith are two copies of the above-referenced
: Commission order recently entered in the subject case.

Very truly yours,

= e

L e A. L. PORTER, Jr.
. ‘ Secretary-Director

ir/
Carbon copy of order also sent lo:
Hobbs OCC x

Artesia OUC X
Aztec OCC

ME

OTHER




BEFORE THE OIL CONSERVATION COMMISSION
OF TER STATR OF NBW MEXICO

mmmormmum

TP VIR AT Y SRS
C“_L'.—‘D o AhiA Nl Ab NW”'MLU“

COMMISSION OF THR STATE OF MBW
MEXICO FOR TEE PURPOSE OF
CONSIDERING:

CASE No. 224 ‘
Order No. K-1898 :

THR APPLICATION OF SINCIAIR OIL & GAS
COMPANY FOR APPROVAL OF THRE KEEL DERP
‘UNIT AGREEMEWNYr, WHICH UNIT EMBRACES
6135.5 ACRBS, MORE OR LESS, LOCATED IN
TOWNSEIP 17 SOUTH, RANGE 31 EAST, MMPM,
EDDY COUNTY, NEW MEXICO.

ORDER OF THE S8ION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
‘March 3, 1961, at Santa Fe, New Mexico, before Daniel S. Mutter,
Examiner duly appointed by the 0il Comservation Commission of New
Mexico, hereinafter referred to as the "“Commiesion," in mordance
with Rule 1214 of the Commission Rulas and Rasulatioms.

NOW, om this 9th day of March, 1961, the Commission,
a quorum baing preseant, having coasidered the applicatiom, the
evidence adduced, and the recommendations of the Examiner.
Danisl S. Nutter, and being fully advised in the premises,

FINDS:

(1) That due public notice having besn given as reguired by
law, the Commission has jurisdiction of thig cause and the subjaet
matter thereof,

(2} mhet ths propoccd Wil plan will in priuciple temd to

promoté éhe congervation of oil and gas and the prewvention of waste.

IT IS THEREFOKE ORDERED:

(1) That this order shall has known as the KEBL DREP UNIT
AGRERNEBNT ORDER.

(2) (a) That the project herein referred to shall be known
as the Keel Daep Unit Agreement and shall hereinafter be referred
to as the '"Project.”

(b) That the Plan by which the project shall be oper-
ated shall be embraced in the form of a unit agreement for the
development aand operation of the Reel Deep Unit Area, referred
to in the Petitioner's petition and f£iled with said petition,




-
CASE No. 2214
Order No. R-1898

‘and gush nlan shall he kmaam ae $the ¥aal NDasn Mait Aaveamentd
Plan.

(3) That the Xsel Desp Uait Agreemsnt Plan shall be, and
‘hexeby is, nwmwwiphuammuum:
provided, however, that motwithstanding any of the provisioans
contained ia said uait agreemant, this approval shall not be
‘considared as waiving or relinquishing ia any manner any right,
duties or obligations which are now, or may harwafter de, vested
in the New Maxico 0il Comservation Commission by law relative to
the supervision and control of operations for exploration aand
developmont of any lands committed to said Keel Desp Unit 2gree-
ment, or relative to the production of oil and gas therxefrom.

{4) (a) That the unit ares shall be:

KEW MEXICO PRINCIPAL MERIDIAN
TOWNSHIP 17 SOUTH, RANGE 31 BAST

Section 33 All

Section 4: All

Section 5: All

Ssection 6: All :
Section 7: All

Section 8: All f
Section 9: All

Ssection 10 All

Section 16: X/2 and SE/4

Section 17: N/2

Section 18: N/2

containing 6155.5 acres more or lesc.

(b) Tha unit area may be enlarged or contracted as
grovidsd in said rlam, pioviasd, udwaever, that acministrative
approval for expansion or contraction of the unit area must also

‘be, cbtained from the Secretary-Dixector of the vommission.

(5) That the unit operator shall file with the Commission
an executed originil or executed counterpaxt of the Keel Deep Unit
Agreement within 30 days after the effective date thereof.

(6) That any party owning rights in the unitized substances
who doas not commit such rights to said unit agreement before the
effective date thereof may thereafter become a party thereto by
subscribing to such agreement or counterpart thereof, or by rati-
fying the same. The unit operator shall file with the Commission .
within 30 days an original of any such counterpart or ratification.




X T3
CASE No. 2214
Oxder No. R-18%98

{(7) That this oxder shall become effective upon the lppcovax
of said umit agreemant by the Director of the United States @an. |

1C5AS21 SISy ema vy the Commissioner of Public Lunds for the |
State of New Ih:tco and shall terminmate Zagtc wpom the termi+
nation of said unit agresemant. Yhe last operatoy shall !
iu-n-diatoly notify the Commissioa im writing of such termimatios.

: DONE at Santa Pe, New Mexico, oa the day and year hereis- !
ahovt dasignated.

STATE OF MEW MEXICO
OIL COMSERVATION COMMISSION

EDWIR L. MECHEM, Chairman

Df Cilee, V4

A. L. PORTER, Jr., Member & Secretary

asr/
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\/ . % 2) BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY ''HE OLlL CONSERVATION
COMMISSION CF THE STATE OF NEW
MEXICO FOR THE PURPOSE OF

CONSIDERING: ,
CASE No. 2 2/

Order No. % " Y
THE APPLICATION OF S/NCZ A /12 P K18 7%
O & S7s  comr 0y =
FOR APPROVAL OF 74Z A L&

L DEER T
AGREEME G758 S .5

ACRES, MORE OR LESS, TOCATED IN TOWNSHIF
L7 oV _,RANGE _3/ £4257
W, £ oo vV COUNTY, NEW
MEXICO. /
ke pX gebracss ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at ;7? olclock &/ m. on /§ZZ§Zr224’ ;7,
196/, at 20w fe , New ¥oxdceo, before 0 S AS -

NOW, on this day of W&L 19&! | the Commission, a quorum being
present, having considered

and being fully advised in the premises,

FINDS:

(1) That due public notice having been given as required by law, the Commission

erant

has jurisdiction of this cause and the subject matter thereef,

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

IT IS THEREFORE ORDZRED:

(1) That this order shall be known as the
LEEL  LEL P UNIT AGREEMENT ORDER.

(2) (a) That the project herein referred to shall be known as the Lee/
2 O Imit Agreement. and shall hereinafter be referred to as the "Project,”

(b) That the Plan by which the project shall be operated shall be embraced
in the form of a unit agreement for the development and operation of the _ <& e/
& o Unit Area, referred to in the Petitioner'’s petition and filed with said
petition,” ancd such plan shall be known as the Lee/ éﬁg;ﬁj Unit Agreement Plan,

____——/'—‘—‘—‘_\
(3) @1 That the Lle,/ Lrer Unit Agreement Plan shall be, and

hereby is, approved in principle as a proper conservation measure; provided, however, that

notwithstanding any of the provisions contained in said unit agreement, this approval shall
not be considered as waiving or relinguishing in any manner any right, duties or obligations
which are now, or may hereafter, be vested in the New Mexico 0il Conservation Commission by
law relative to the supervision and control of operations for exploration and development of

any lands committed to said e/ e Unit Agreement, or relative
to the production of o0il and gas therefrom, Ed

o~
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Order No, : -

———-(b) That the unit operator periodieat1v aFa11 £ila with tha Oommtocton o
T _Unit Statement of Progress, summarizing operations
for the exploration and develo lands committed to said
Unit Agreement. This s ent of progress shall- be-filed within 30 days after the
expiration of ea x-months period during the term of the unid agreement, and shall
ertinent data as may be necessary for the Comrission Yo determine the progress
e in the Unit Area,

476

~c
.

2 A,

Use 3 @) o/ /'75-
/
Veao

1 federa.
’3

(4) (a) That the unit area shall be:
NEW MEXICO PRINCIPAL MERIDIAN

TOWSHIP /7 SoJ7// , RN 3/ S
Seeton 3 A Sectes F o AN

Secton L o RV Sectonr I - A///
5@6;4&»4 s 2 See 711001 0 - 72/
Y ecton 7 o A SecHow 7 - A2

Section 18 A

containing &/S S - S acres more or less.

(b) The unlt area may be enlarged or coptracted as provjded in said Plan
soment—4oe6-6 S - & M M‘:&Z'{-e
/,‘, —t m Ao esesl Ftlom. sewal tao Le
7; (5) "That the unit operator shall file with the Commission an executed original
or executed counterpart of the Lee/  JTee s Unit
) : Agreement within 30 days after the effective date thereéf.

(6) That any party owning rights in the unitized enhetanzes whe dccs nob X
commit such rights to said unit agreement before the effective date thereof may thereafter H

become a party thereto by subscribing to such agreement or counternart thereof, or by
ratifying the same, The unit operator shall file with the Commission within 30 days an
original of any such counterpart or ratification,

(7) That this Order shall hecome effective unon the annrowal of anid wnid

agreement by the 2, -ec/p, ~ 07[ A clw fed SH2FCs @/j/cd/ Jurv?q

QZﬂé# ﬁ g?mg‘zf@,m/ 01[ falbfee Laamols %/‘ %é SH e 0/

Niow” % //c o,
and shall tet’mlnate ipso facto upon the termination of said unit agreement. The last unit i
S operator shall immediately notify the Commission in wriling of such termination,

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

STATE OF NEW MEXICO
CIL CONSERVATION COMMISSION

s Chairman

, Member }

, Member & Secretary

SEAL




OIL CONSERVATION COIISSION

Date i/‘ /

crse__ A214 Hearing Date F#ewec 3/3761 Dsal S

SANTA FE, LSy ! iXICO

f}
ly recommendations for an order in the above numbered casae ara aa Fadla.-.




Docket No.
-—-4-

CASE 92212

CASE 2213:

7-61

to commingle the production trom two separate 1eases from

two separate pools and for an automatic custody transfer
system. Applicant, in the above-styled cause, seeks per-
mission to commingle the Anderson Ranch-Devonian and Anderson
Ranch-Wolfcamp Pool production from all wells presently
completed or hereafter drilled on the following ~described
1lisuvee  wirLn ARUYFaLL Raudll unxc, c/d WE/4 and NE/4 dk/4

of Section 32 and NW/4 and N/2 SW/4 of Section 33; State "A"
Lease, comprising 360 acres in Sections 28 and 33, all in
Township 15 South, Range 32 East, Lea County, New Mexico.
Applicant further seeks permission to install an automatic
custody transfer system to handle said commingled production.

Application ot E, G. Rodman for a 160-acre non-standard ges
proration unit., Applicant, in the above-styled cause, seeks
the establishment of - 8 160-acre non-standard gas proration
unit in the Blinebry Gas Pool consisting of the W/2 NW/4,
NE/4 NW/4 and NW/4 NE/4 of Section 20, Township 21 South
Range 37 East, Lea County, New Mexico.

Application of Sinclair Oil & Gas Company for approval of a -
unit agreement. Applicant, in the above-styled cause, seeks

approval of the Keel Deep Unit Agreement, which unit embraces
6,155.5 acres of Federal and State lands in Township 17 South,
Range 31 East, Eddy County, New Mexico. '
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BEFORE THE OIL CONSERVATION COMMISSION OF THE

ITMY et T
STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF ) /
SINCLALK OLL & GAS COMPANY FOR 0 S
APPROVAL OF THE KEEL DEEP UNIT AGREE- CASE No. -~/ 77
MENT EMBRACING 6,155.45 ACRES, MORE

OR LESS, LOCATED IN TOWNSHIP 17 SOUTH, ORDER NO.

RANGE 31 EAST, N. M. P. M.,

EDDY COUNTY, NEW MEXICO.

APPLICATION

SINCLAIR OIL & GAS COMPANY, a Maine corporation with an
operating office in Midland, Texas, hereby files application for
approval of the"Unit Agreement for the Development and Operation
of the Keel Deep Unit Area, Eddy County, New Mexico," and in
support thereof shows:

1.

That applicant files as a part hereof three copies of

e2id un mciit, whiitlh embraces Lie [vilowing aescribeda lana

ozrce
as constituting the unit area:

New Mexico Principal Meridian, New Mexico

Township 17 South, Range 31 East

Section 3: All
Section 4: All
Section 5: Al1
Section 6: All
Section 7: All
Section 8: All
Section Y: All

Section 10: All
Section 16: N% & SEi
Section 17: N? :
Section 18: Nz

situated in Eddy County, New Mexico, and
containing 6,155.45 acres.

Said lands have been designated by the Director of the United
States Geological Survey as logically subject to exploration and
development under the unitization provisions of the Mineral

Leasing Act. The area consists of 5,675.45 acres of federal

lands and 480 acres of state lands, which is, respectively, 92.2%
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2.

That the substances unitized in the agreement are all
0il and gas in the hereinabove specified lands as to all forma-
tions below the top of the Glorieta sand of upper Leonard age,
and for the purposes of the agreement the Glorieta sandstone
is construed to mean the sandstone the top of which is found at
a depth of 4,857 feet in the Skelly No. 6 Lynch "A" well located
660 feet from the north and west lines of Section 22, Township
17 South, Range 31 East, N.M.P.M., as shown by the Schlumberger
electric log of said well.

3.

That the unit area embraces all of the geological feature
reasonably expected to be productive of unitized substances and,
therefore, operation and development of the area as a unit will
contribute to orderly development and will be in the interest
of conservation.

k,

The applicant, Sinclair 0il & Gas Company, is designated
as Unit Operator and is required within six months after the
effective date of the unit agreement to commence a well and
thereafter drill same to a total depth of 13,700 feet or such
lesser depth as will test the Devonian formation, unless unitized
substances are discovered in paying quantities at a lesser depth.
The unit operator is required to continue drilling diligently one
well at a time with not more than six months between the comple-
tion of one well and the commencement of another well until the
discovery of a deposit of unitized substances capable of being
produced in paying quantities, and after discovery the unit
operator is required to submit for the approval of the Supervisor
of the United States Geological Survey and the Commissioner of
Public Lands an acceptable plan of development and operation which,
when approved, constitutes the further drilling and operating
obligations of the unit operator. Said agreement is in substan-

tially the same form as unit agreements heretofore approved by




the Commissioner of Public Lands of the State of New Mexico and
by the New Mexico 01l Conservation Commission.

5.
That attached heretc as Exhibit "A" and made a part

hereof is a 1list of the names a~i addresses of all persons or

parties having a working interest, royalty or overriding royalty
interest in the unit area, which are all interested parties
known to applicant.

6.

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

7.
Applicant believes and therefore alleges that in the
event oil or gas in paying quantities is discovered on lands

within the unit area, the pool can be developed more economically

L]
K
oy
Y

and efficiently under the terms of said unit agreement to the

end that the maximum recovery will be obtained, and that said
-v;; f czgreement 1s in th: interest of the conservation of 0ll and gas
- ;f;; } i and the nrevention of woste. Applicant would further suovw that

the agreement 1is fair to all royalty owners.

WHEREFORE, applicant prays that this application be set

hottAarna o Avramd wa
R L A g XY o

e for puhlie hearing

N Danta Fe, New riexico,
that notice be issued hereon according to law, and that upon
hearing said unit agreement be approved.

HORACE N. BURTON

P. 0. Box 1470
Midland, Texas

uILBERT - WHITE AND GLLBFRP

By /\/V/K/.C "/ /

Bishop Building
Santa Fe, New Mexico

ATTORNEYS FOR APPLICANT
SINCLAIR OIL & GAS COMPANY
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II.

IIT,

EXHIBIT "A"

NAMES AND ADDRESSES CF ALL INTERESTED PARTIES

KEEL DEEP UNIT AREA, EDDY COUNTY, NEW MEXICO

OWNERS OF WORKING INTEREST

Sinclalr 0il & Gas Company
r. U, Box i4(v
Midland, Texas

Sunray Mid-Continent 0il Co.

P. 0. Box 2039
Tulsa, Oklahoma

W. A. Yesager

J. M. Armstrong
Petroleum Life Building
Midland, Texas

Cosden Petroleum Corporation

P, 0. Box 1311
Big Spring, Texas

Shell 0il Company
P, 0. Box 1509
Midland, Texas

OWNERS OF ROYALTY INTEREST

Imited States of America
Attn:- Mr. John Anderson
01l and Gas Supervisor

United States Geological Survey

P. 0. Box 6721

PAnes~a1 T i: MAaxr
B il R sl 3 AN ¥ danan :‘ [s1g]

R, A, Shugart

P. 0. Box 426
Artesia, New Mexico

Selma E, Andrews
¢/o Trust Department
Albuguergue Navlonul Bank

Albuquerque, New Mexlico

Lillie M, Adams
2502 Grape Streetb
Abilene, Texas

Willie Ople Ham
Maryneal, Texas

Marian Keel Norton
700 North Pennsylvania
Roswell, New Mexico

Bert Aston

R. W. Fair

Fair 011 cuiipany

P. 0. Box 769
Roswell, New Mexico

Humble 0il & Refining Co.
P. 0. Box 1600
Midland, Texas

C. T. #McLaughlin
Diamond "M" Building
Snyder, Texas

Socony Mobil 0il Company
P. 0. Box 633
Midland, Texas

Commissioner of Publie Lands
State of New Mexico
Santa Fe, New Mexico

OWNERS OF OVERRIDING ROYALTY AND SIMILAR INTERESTS

Higgins Trust, 1nc.
¢/o Mary Lorena Higgins
Auburn, Georgla

Albuquerque National Bank
Testamentary Trustee of
Frank A. Andrevws, Deceased
P, 0. Box 1344
Albuauerque, New Mexico

Eulalie May Stinebaugh
2458 Swanson Street
Abilene, Texas

J. Louls Keel, Jr,
ho8 0Olive Street
Room €16

St. Louis 2, Missouri

Ruth Keel Joyce
P. 0. Box 959
Roswell, MNew Mexico
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Exhibit "A"

Sabine Royalty Corpcration
1210 Mercantile Bank Bldg.
Dallas 1, Texas

William H. Eyssen, Jr.
T0( West 13th Street
Big Spring, Texas

Catherine Kuehna

¢/o Carcline Kuehna
3221 South Lake Drive
Milwaukee, Wisconsin

Pearl Carr
904 Bullock Cts.
Artesia, New Mexico

P. Kenneth Wiseman, Trustee
523 West 6th Street
Lus Angeles 14, California

Dwight Whiting

@17 Natlonal 01l Building
009 South Grand Avenue

Tos Angeles 17, California

L. W. Wickes Agent Corp.
206 Pacific Mutual Bldg.

Angeles .L"r’ Culifornia

The Chase Manhattan Bank

18 Pine Street

New York 15, New York

Attn: Petroleum Dept., ARC

Donald Winston

Trustee under the Will of
Francisca S, Winston, Deceased
151i Foshay Tower

Minneapolis 2, Minnesota

Mrs. C. A, Russell
1906 Niels Esperson Bldg.
Houston, Texas

Della West Decker
216 North Balley
rort Worth, Texas

Caroline Kuehna
3221 South Lake Drive
Milwaukee 7, Wisconsin

Ruby Mellard
802 E1 Prado Drive
San Antonio, Texas

Benedict Corporation
523 West 6th Street
Los Angeles 14, Califcrnia

Robert B. Moran
170 E, Orange Grove Avenue
Pasadena 3, Californla

Cornelius G. Willis
417 South Hill Street
Los Angeles 13, Californila

Janet D, Of'Nell and
Philip O'Nell, Trustees
633 North Sierra Drive
Beverly Hills, California

Marshall & Winston, Inc.
1054 Rroxton Avenue
Los Angeles, Californla

Lucile Hancox

Executrix of the Estate of
T. Harold Hancox, Deceased
1210 Merchart Street
Artesia, New Mexicao

H. R. Moldenhauer
Route #2, Box 335
Arkansas City, Kansas




BEFORE THE OIL COMSERVATION COMMISSION OF THE
STATE OF NEW NEXICO

APPLICATION

SINGLAIR OIL & GAS COMPANY, a Naine corporasion with an
eperating effios in Nidiamd, Texas, herehy files appliecation fer
approval of the 'Mait Agreement for the Development and Operaution
of the Keel Deep Unit Area, Bddy County, New Nexies,” and in
support thereof shows:

l.

That applicant files as a2 part hereof three sopies of
said wnit agreement, which emdraces the following dessridbed land
as canstituting ths unit area:

New Nexico Prineipal Msridian, New Mexiso

Township 17 South, Range 31 East
Sestien is Al
Sestien &1
Sestion §5: All
Sestion 6: All
Section 7: All
Section 8: All
Section 91 All
Section 10t All
Sestion 16: ;'%& SE:
N

S8ection 17:
Section 101

situated in Bddy County, New Mexico, and
containing 6,155.45 acres.

Said lands have bDeen designated by the Director of the United
States Geclogical Survey as logically subject to esploration and
development under the unitization provisions of the Mineral
Leasing Act. The ares consists of 5,675.45 acres of federal
lands and 480 acres of state lands, which 18, respectively, 92.2%
and 7.5% of the unit area. A4 map of the unit area is attached as
Exhiibit¢ A to tne unlt agreement.




c.
That the substances unitized in the agreement are all
o1l and gas in the hereinabove specified lands as to all ferma-
tions below the top of the Glorieta sand of upper Lecnard ame.
&2d for the purposes of the agreement the Glorieta sandstene
is construsd to mean the sandstone the top of whieh is feund at
a depth of 3,857 feet in the Skelly No. 6 Iymeh "A" well lecated
660 feet from the north and west lines of Seotion 2%, Tewmship
17 Seuth, Range 31 Bast, X.N.P.}N., as showmn by the Schlumbderger
electric log of said well.
3. |
That the unit area embraces all of the geologieal feature
reasonsbly expested to be productive of unitized substances and,
thsisiviv, Operation and Gevelivpmsnt i wie area as 8 uwnit will
osntridute to orderly development and will be in the interest

of samseveatian.

LR
The applicant, Sinclair 011 & Gas Company, is desigmaied
as Unit Operator and is required within six months after the
effective date of the unit agreement to commence a well and
thereafter drill same to a total depth of 13,700 feet or sueh
lesser depth as will test the Devonian formation, unless unitised |
substances are discovered in paying quantities at a lesser depth. |

The unit operator is required to continue drilling diligently one
well at a time with not more than six nonths between the comple-
tion of one well and the cosmencement of another well until the
discovery of a deposit of unitized substances capable of beirg
produccd in paying quantities, and after discovery the unit
operator is required to submit for the spproval of the Buparvisor
of tho Dnited States Genlogical Survey and the Commissioner of
Fublic Lands an moceptable plan of development and operation whigh,
when approved, constitutes the further drilling and operating
obligations of the unit operator. Said agreement is in substan-

tislly the same form as unit agreements heretofore approved by

——-___J



the Cemmissioner of Public Lands of the State of New NMexico and
by the New Nexico 011 Conservation Commission.
5.

~ That attached hereto as Exhibit "A" and made a mamt
hereof is a list of the names and addresses of all persens or
parties having & working interest, royalty or overridiag royalty
interest in the unit ares, which are all interested partiss
knowm to appliecant.
6.

That application is deing made for the approval of said
unit agreement by the Commissioner of Public Lands of the Btate
of New Nexieo.

7.

Applicant delieves and therefure alleges that in the
event oll or gas in paying quantities is dissovered on lands
within the unit area. the poel aan be developed more sconsmienlly
and efficiently under the temms of said unit agresment te the
end that the maximum recovery will be obtained, and that said
agreament is in the interest of the conservation of oil and xas
and the prevention of waste. Applicant would further show that
the agreament is fair to all royalty owners.

WHEREFORE, applicant preys that this application be set
for public hearing before an examiner in Santa Pe, New Mexico,
that notice be issued hereon according ¢o law, and that upon
heering said unit agreemont be approved.

HORACE W. BURTON
P. O. Box 1470
Midlend, Texss
GILBERT, WHITE AND !.3)"”"‘.’2‘

By 4 ﬁ%a{‘g" ’

Bishop Building
Santa PFe, New Mexico

ATTORNEYS FOR APPLICANT
SINCLAIR OIL & GAS COMPANY




BEFPORE THE OIL COMSERVATION COMNISSION OF THE
STATE OF NEW NEXICO

I¥ THE NMATTER OF THR APPLICATION OF

MYMARE LTI ATY 5 MAM SANSE LNy T } -
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APPROVAL OF THE KERL BERP UNIT AGRKE- CASE NO.
NENT BBRACING 6,155.45 ACRES, NORK

OR LESS, LOGATED IN TOMRENIP 17 SOUTH, ORDER NO.
RANGE 31 EASY, N. M. P, N.,

EBDY COUNTYY, NEN NEXIOO,

.
LA
S

APPLICATION

SINCLAIR OIL & GAS COMPANY, a Maine corporation with an
operating office in Nidland, Texas, hereby files application for
spprovel of the'Unit Agreement for the Development and Operation
of the Keel Deep Unit Ares, Eddy County, New Nexico," and in
ssmaart thereof shows:

1.

That applicant files as a part hereof three copies of
said unit sgreement, Wnich empraces tne rollowing described land
as constituting the uwnit arca:

New Nexico Principal Meridian, New Nexico

Township 17 South, Range 31 East
Section 3: Al
Section 43 All
Section 5: All
Sectioen 61 All

Section 7: All
fsation Ay 211
Section 9: All
Section 10: All
Section 16: & SEE
Section 173

Section 13: N

situated in Eddy County, New Mexico, and
containing 6,155.45 acres.

Satd lands have been designated by the Director of the United
States Geological Survey as logically subject to exploration and
development under the unitigation provisions of the Mineral
leasing Act. The area consists of 5,675.45 acres of federal
lands and 480 acres of state lands, which 1s, respectively, 92.2%
and 7.5% of the unit area. A map of the unit area is attached as

Exhibit A to the unilt esgreenent.
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2.

T™het the substances unitized in the agreemeni are all
01l and gas in the hereinabove specified lands as to all forma-
“ions beiow the top of the Glorieta sand of upper Leonard age,
and for the purposes of the agresment the Glorieta sandstone
is construed to mean the sandstone the top of which is found at
& depth of 4,857 feet in the Skelly No. & Lymeh "A" well lecated
660 feet from the north snd west lines of Section 22, Township
17 8ocuth, Range 31 East, N.K.P.M., as shown by the Schlumberger
electric log of said well. '

3.

That the unit area embraces all cf the geological feature
reaAsonably expected to be productive of unitized substances and,
therefore, operation and development of the aree as a unit will
contribute to orderiy development and will be in the interest
of conscrvation.

4,

The applicant, Sinclair C1l & Gas Company, is desigrated
as Unit Operator and is required within six months after the
effective date of the unit agreement to commence a well and
thereafter drill same to a total depth of 13,700 fect or such
lesser depth as will test the Devonian formation, unless unitised
substances are discovered in paying gquantities at 2 lesser depth.
The unit overator is required to continue drilling diligently one
well at a time with not more than six months between the comple-
tion of one well and the commencement of another well until the
discovery of a deposit of unitized substances capable of heing
produced in paylng quantities, and after discovery the unit
operator is required to submit for the approval of the Supervisor
of the United States (Geologicul Survey and the Commissioner of
Public Lands an accentable plan of develonment and operation whigh,
when approved, constitutes the further drilling and operating
obligations of the unit operator. Said agreement is in substan-

tially the same form a8 unit agrcements heretofore approvsd by
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the Commissioner of Public Lands of the State of New Mexios amd
by ths Hew Rexico Uil Conservation Commission.
5.

Thual atiacned nereto as Zmiivii "A" and meda a2 part
hereof is a list of the names and addresses of 2!l persons or
parties having a working interest, royslty or overriding royalty
interest in the unit area, which are all interested parties
imown te applieant. '

6.

" That application 18 dbeing made for the approval of said
unit sgreement by the Commissioner of Public Lands of the State
of New Nexico.

7.

Applicant bdelieves and therefere alleges that in the
event oil or gas in paying quantities is discevered on hnu
within the unit ares, the pool can be developed more economically
sud efficlently under the terms of said unit agreement to the
end that the maximum recovery will be obtained, and that said
agreemant is in the interest of the conservation of oil and gas
and the provantion of waste. Applicant would further show that
the agrecement is fair to all royalty owners.

WHEREPFORE, applicant prays that this application be set
for public hearing before an sxaminer in Santa Pe, New Mexico,

that notice be issued hereocn sccording to law, and that upon

hearing said unit agresmaent ha approved,

HORACE N. BURTON
P. O. Box 1470
Midland, Texas

GILBERT, WHITE AND GILBERT

o >
~ <7 s

Bishop Bullding
Santa Fe, New Mexico

ATTORNEYS FOR APPLICANT
SIRCLATR ©OIL & GAS COMPTANY

.‘.3‘.




EXHIRIT "A"

NAEES AND ADDRESSES OF ALL INTERESTED PARTIES
KERL DUEEP UNIT AREA, EDDY COUNTY, NEW MEXICO

I. OWNERS OF WORKING INTEREST

Bimalaln N1 L Asa fAnmmon- =TV aswua
P. 0. Box 1470 R. ¥. Pair
Mdland, Texas Fair 011 Company

P. 0. Box 769

Roswell, New Mexioco
Sunray Nid-Continent 0il Co. Humble 011 & Refining Co.
P. O, Box 2039 P. 0. Box 1600
Tulsa, Oklahoma Nidland, Texas
W, A. Yeager C. T. NMeLaughlin
J. X. Armstrong Diamond "NM" Building
Petroleum Life Bullding Snyder, Texas
Nidland, Texas
Cosden Petroleum Corporation Sosony Mobil 011 Company
P, 0. Box 1311 P. 0. Box 633
Big Spring, Texas Midland, Texas

Shell 011 Company
P. O, Box 15090
Nidland, Texas

II. OWNERS OF ROYALTY INTEREST

United States of America Commissioner of Public Lands
Attn: Mr. John Anderscn State of New Mexieo
011 end Gas Supervisor Santa Pe, New Mexico

United States Geclogical Survey
P. 0. Box 6721
Roswell, New Mexlco

III. OWNERS GF OVERRIDING ROYALTY AND SIMILAR INTERESTS

R. A, Shugart Higgins Trust, Inec.
P. 0. Box 426 ¢/o Mary Lcrena Higgins
Artesia, New Mexico Auburn, Georgia
Selma E. Andrews Albuquerque National Bank
¢/o Trust Department Testamentary Trustee of
Albugquerque National Bank Frank A, Andrews, Deceased
Albuques-que, New Mexico P, 0. Box 1344

Albuquerqus, New Mexico
Lillle M. Adams Eulalie May Stinebaugh
2502 Grape Street 2458 Swanson Street
Abllene, Texas Abllene, Texas
Willie Ople Ham J. Lovig Keel, Jr,
Maryneal, ‘lexas LO8 Olive Street

Room 616

St. Louis 2, Missouri
Marian Keel Norton Ruth Keel Joyce
700 North Pennsylvania P. 0. Box 959

Roswell, New Mexico Roswell, New Mexico




Exhibit "A"

Sadine Royalty Corporetion
1210 Nercantile Benk Rldg.

Dallam 1, Poxzo

William H. Eyssen, Jr.
TOT Veat 13th Street
Mg Spring, Texas

Catherine Kuehna

o Caroline Xuehna
3221 South Lakxe Drive
Mlwaukee, Wiseonsin

Pearl Carr
Q04 Bullook Cts.
Artesia, New Mexico

P. Xenneth Wiseman, Trustee
523 West 6th Street
Los Angeles 14, California

Duight Whiting

617 National 01l Building
609 South OGrand Avenue

Los Angeles 17, California

L. W. Wickes Agent Corp.
1206 Pacific Mutual Hldg.

Loa Aneslas 14 Californis

The Chase Manhattan Bank
18 Pine Straat

New York 15, Rew York

Attn: Petroleum Dept., ARC

Donald Winston

Tructee under the Will of
Francisca S. Winston, Deceased
1511 PFoshgy Tower

Minneapolis 2, Rinnesota

Mrs. C. A. Russell
1506 Niels Rsperson Bldg,
Houston, Texas

Dells West Decker
216 North Bailey

Bond Wanth. Tayan

S Was ¥ Hmww c.-

Carcline Kuehna
3221 South Lake Drive
Milwaukee 7, Wiseonsin

Rudy Nellard
802 K1 Prado Drive
San Antonioc, Texas

-

Benedict Corporation
523 West 6th Street
Los Angeles 14, Califormia

Robert B. Noran
170 E. Orange Grove Avenue
Pasadena 3, California

Cornelius G, Willis
417 South Hill Street

Lo Ancalas 19 AN Crvmd a
- -—Cv- e -
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Janet D, O0'Meil and
Philip O'Nell, Trustees
£32 Narth Rlarvre Prive

Beverly Hills, California

Marshall & Winston, Ine.
1054 Weoxton Avenwes
Los Ingeles, California

Lucile Hancox

Executrix of the Estate of
T. Harold Hamcox, Deceased
1210 Nerehsnt Street
Axrtesia, New Nexico

H. R. ¥oldenhauver
Route #2, Box 335
Arkansas City, Kansas
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III.

EXHIBIT "A"

NAMES ARD ADDRESSES OF ALL INTERESTED PARTIES
KERL DEXP UNIT AREA, EDDY COUNTY, NEV MEXICO

UNRERDS UF WOKKING INTEREST

Sinslair 011 & Gas Company
P. 0. Box 14TO
Mdland, Texas

Sunray Nid-Continent 011 Co.
P, O, Box 2039
Tulsa, Oklshoma

W, A. Yeager
J. N, Armctrong

Petrolewm Life Building
Ridland, Texas

Cosden Petroleum Corporation
P, 0, Box 1111
My Sarine. o255

Shell 011 Company
P. 0. Box 1509

Nidland, Texas

OWNERS OF ROYALTY INTEREKST

Gnited States of America
Attn: M-, Jolm Anderscn

011 and Gas Supervisor

United States Geological Survey
P. 0. Box 6T21
Roswell, New Mexico

K. A, Shugart
P. 0. Box 426
Artesia, New Mexico

Selma E. Andrews

o/o Trust Department
Albuquerque Navional Bank
Albuquerque, New Mexlco

Iillie M., Adanma
2502 Grape Street
Abilene; Texas

Willie Ople Han
Maryneal, Texas

Marian Keel Norton
700 North Pennsylvania
Roswell, Yew Mexico

Bert Aston

R. ¥. PFat>r

Fair 011

P. O, Box 7
Roswell, New Nexicc

Humble 011 & Refining Co.
P. 0. Box 1600
Ndlard, Texas

C. T. ReLaughlin
Diamond "R" Building
Snyder, Texas

Socony Nobil 011 Company
P, 0. Box 613

a8ue ‘1 -‘ -‘-“

Commissioner of Public Lands

State of New Mexieo
Santa Fe, New MNexico

OWNERS OF OVERRIDING ROYALTY AND SIMILAR INTERESTS

Higgins Trust, Inec.
c/o Mary Lorena Higgins
Auburn, Qeorgia

Albuquerque National Bank
Testamentary Trustee of
Frank A. Andrews, Deceased
P. O. Box 1344
Albuquerque, MNew Mexico

Eulalie May Stinebaugh
2458 Swanson Street
Abllene, Texas

J, Louls Keel, Jr,
408 0Olive Street
Room 616

3t. Louls 2, Missaouri

Ruth Keel Joyge
P, 0. Box 959
Roswell, New Mexlco
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Exhibit "A"

Sabine Royalty Corporation
1210 Neroantile Bank Hldg.
Dallas 1, Texas

William H. Kyssen, Jr.
T07 ¥Nest 13th Street

Big Spring, Texas

Catherine Kuehna

¢ Carcline Kushng
3221 South Lake Drive
Mlvaukee, ¥Wisconsin

Pearl Carr
904 Bulloek Cts.
Artesia, New Mexlico

P, Zenneth Wigseman, Trustee
523 West 6th Street
ILos Angeles 1&, California

Dwight Whiting
617 National 011 Building
O0Y J0WLD Urapm aAvonue

Los ingeles 17, Califormia

L. ¥, Wickes Agent Corp.

1206 Pasific Muatual Nldg.
Loa Anealas 1R Aalifommta

- ————— —————

The Chase NManhattan Benk
18 Pine Street

Woare Woomds VI  Wroze %ooul.
PEW LUTK 4.y mGw 10K

Attn: Petroleum Dept., ARC

Donald Winston

Trustee under the Will of
Prancisca 3S. Winston, Deceased
1511 Foshay Tower

Kina2apolis 2, Minnescta

Mra, C. A. Russell
1906 Niels Esperson Bldg.
Houston, Texas

Della West Decker
216 North Bailey
Fort Worth, Texas

Carolinz Kuehna
3221 Suuth Lake Deive
Mlwaukee 7, Wiseonsin

Raby Nellard
802 Rl Prado Drive
San Antonio, Texas

Beniedict Corporation
523 West 6th Street
Los Angeles 14, California

Robert B. Noran
170 E. Orange Grove Avenue
Fasadena 3, Californis

Cormelius G, Willis

417 South Hill Street
lLoa Angelea 13. Califormis

Jamet D, O'Neil and
Philip O'Neil, Trustees

L0 Wocbbe 88 ccens Pk eom

Beverly Hills, Califommia

Karshall & Winston, Inc.
1054 Broxton Avenue
s Angeies, Caiiiornia

Iucile Haneox

Executrix of the Rstate of
T. Harcld Hancox, Deceased
1210 Merchant Street
Artesia, New Mexico

H. R. )loldmhauer
Route #2, Box 335
Arkansas Clty, Kansas
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
KEEL DEEP UNIT AREA

ANTRIIMY AT DRTWRY
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STATE OF NEW MEXICO.
NO.

THIS AGREEMENT, entered into as of the day of

» 1961, by and between the parties subscribing,

ratifying, or consenting hereto, and herein referred to as the
"parties hereto,"
WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty,
or other o0il and gas interests in the unit area subject to this
agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, Y41 Stat.
437, as amended, 30 U. S. C. Secs. 181 et seq., auﬁhorizes Federal
lessees and theilr representatives to unite with each other, or Jjoint-
ly or separately with others, in collectively adopting and operating
a cooperative or unit plan of development or operation of any oil or
gas pool, field, or like arca, or any part thereof for the purpose
of more properly conserving the natural resources thereof whenever
determined and certifled by the Secretary of the Interior to be
necessary or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Chap. 88, Laws
1943) to consent to or approve this agreement on behalf of the State
of New Mexilco, insofar as it covers and includes lands and mineral
interests of the State of New Mexico; and

WHEREAS, the 0il Conservation Commisslon of the State of New
Mexico is authorized by law (Chap. 72, Laws of 1935, as amended by
Chap. 193, Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168, Laws
of 1949) to approve this agreement, and the conservation provisions

hereof; and
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WHEREAS. the marties hercto hiold sulTiclent inberests in the
Keel Deep Unit Area covering the land hereinafter described to give
reagonably effectlve control of operations therein; and

WHEREAS, it 1is the purpose of the parties hereto to conserve
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able through development and operation of the area subject to this
agreement under the terms, conditions, and limitations herein set
forth;

NOW, THEREFORE, in consideration of the premises and the
promises hereln contained, the parties hereto commit to this agree-
ment thelr respective interests in the below-defined unit area, and
agree severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Mineral Leésing Act of
February 25, 1920, as amended, supra, and all valid pertinent regula-
tions, including operating and unit plan regulations, heretofore
issued thereunder or valid, pertinent, and reasonable regulations
hereafter issued thereunder are accepted and made a part of this

agreement as to Federal lands, provided such regulations are not in- ,
congistent with the terms of this agreement; and as to non-Federal

lands, ¢ha o1l and pas anerating regulatiore in offoct 2z 5 thc
= - N ~ : - - 7 haidad

effective date hereof governing drilling and proaucing operations,
not inconsistent wilth the tefms hereof or the laws of the State in
which the non-Federal land 1s located, are hereby accepted and made
a part of thls agreement.

2. UNIT AREA. The following described land is hereby desig-

nated and recognlzed as constituting the unit area:

New Mexico Principal Meridian, New Mexico
Township 17 South, Range 31 East
Section 3: All
Section 4: All
Section 5: All
Section 6: All
Section 7: All
Section 8: All
Section 9: All
Section 10: All
Section 16: N% & SEE
Section 17: N¥
Section 18: N3

situated in Eddy County, New Mexlco, and containing

6,155.45 acres.
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Exhibit A attached hereto 1s a maov showing the unit area and
the boundaries and identity of tracts and leases in said area to the
extent known to the Unit Operator. Exhibit B attached hereto is a
schedule showing to the extent known to the Unit Operator the acreage
percentage. and kind of ownershin of 0il and ¢aa interests in all
land 1n the unlt area. However, nothing herein or in said schedule
or map shall be construed as a representation by any party hereto as
to the ownership of any interest other than such interest or interests
as are shown in said map or schedule as owned by such party. Exhibits
A and B shall be revised by the Unit Operator whenever changes in the
Unit Area render such revision necessary, or when requested by the
011 and Gas Supervisor, hereinafter referred to as 'Supervisor", or
Commissioner of Public Lands, hereinafter referred to as "Commission-
er", and not less than six coples of the revised exhibits shall be
f1led with the Supevrviscor, aiid ai least one copy shall be filed with
the Commissioner and one copy with the New Mexico 01l Conservation
Commission, hereinafter referred to as "Commission",

The above described unit area shall when practicable be
expanded to include therein any additional tract or tracts regarded
as reasonably necessary or advisable for the purposes of this agree-
ment, or shall be contracted to exclude lands not within any partiei-
pating area whenever such expansion or contraction is necessary or
advisable to conform with the purposes of this agreement. Such
expansion or contraction shall be eftfected in the followlng manner:

(a) Unit Operator, on its own motion or on demand of the
Director of the Geologlcal Survey, hereinafter referred to as
“pirector", or on demand of the Commissioner, after preliminary con-
currence by the Director, shall prepare a notice of proposed expansion
or contraction describing the contemplated changes in the boundaries
of the unit area, the reasons therefor, and the proposed effective
date thereof, preferably the first day of a month subsequent to the
date of notice.

(b) Said notice shall be delivered to the Supervisor, the

Commissioner and the Commission, and copies thereof mailed to the




last known address of each working interest owner, lessee, and lessor
whose interests are affected, advising that 30 days will be allowed
for submission to the Unit Operator of any obJjections.

(¢) Upon expiration of the 30-day period provided in the pre-
ceding item (b) hereof, Unit Operator shall f41s w2ty £hic Shpervisor,
the Commissioner and the Commission, evidence of mailing of the notice
of expansion or contraction and a copy of any objections thereto which
have been filed with the Unit Operator, together with an application
in sufficient number, for approval of such expansion or contraction
and with appropriate joinders.

(d) After due consideration of all pertinent information, the‘
expansion or contraction shall, upon approval by the Director, the
Commissioner and the Commission, become effectlive as of the date
prescribed in the notice thereof.

{e} All legal subdivisions of unitized lands {i.s., 40 acres
by Govermment survey or 1ts nearest lot or tract equivalent in
instances of irregular surveys, however, unusually large lots or
tracts shall be considered in multiples of 40 acres, or the nearest
aliquot equivalent thereof, for the purpose of elimination under this
subsection), no parts of which are entitled to be in a narticinating
area within 5 years after the first day of the month followlng the
effective date of the first initial participating area established
under this unit agreement, shall be eliminated automatically from
tiiis agreement, effective as of the tirst day thereafter, and such
lands shall no longer be a part of the unit area and shall no longer
be subject to this agreement, unless at the expiration of saild 5-year
period diligent drilling operations are in progress on unitized 2ands
not entitled to participation, in which event all such lands shall
remaln subject hereto for so long as such drilling operations are
continued diligently, with not more than 90 days' time elapsing be-
tween the completion of one such well and the commencement of the
next such well, except that the time allowed between such wells shall
noct expilre earlier than 30 days after the expiration of any period of
time during which drilling operations are prevented by a matter be-

yond the reasonable control of unlt operator as set forth in the

4
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gection herecf entitled "Unavoidable Delay'; provided that all legal
subdivisions of lands not in a participating area and not entitled to
become participating under the applicable provisions of this agree-

ment within 10 years after sald first day of the month following the

N 2.3 O .l H__3a =
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eliminated as above specified. Determination of creditable "Unavoid-
able Delay" time shall be made by unit operator and subject to
approval of the Director and the Commissioner. The unit operator
shall, within 90 days after the effective date of any elimination
hereunder, describe the area so eliminated to the satisfaction of the
Director and the Commissioner and promptly notify all parties in
interest.

If conditions warrant extension of the l10-year period speci-
fied in this subsection 2(e), a single extension of not to exceed 2
years may be accomplished by consent of the owners of 90% of the cur-
rent unitized working interests and 60% of the current unitized basic
royalty interests (exclusive of the basic royalty interests of the
United States), on a total-nonparticipating-acreage basis, respective-
ly, with approval of the Director and the Commissioner, provided such
extenslion application is submitted to the Director and the Commis-
sioner not later than 60 days prior to the expiration of saild 10-year
period.

Any expansion of the unit area pursuant to this section which
embraces lands theretofore eliminated pursuant to this subsection
2(e) shall not be considered automatic commitment or recommitment of
such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. &;lmg}l and gas

e e

in the hereinabove specified lands committed to this agreement, as to

PR

all formatlons below the top of the Glorieta sand of upper Leonard

~.

age are unitlzed under the terms of this agree ment and hereln are
N"‘——-.-—-ﬂ-
designated ”Unitized Substances” and sald lands are referred to

e

herein as "Unitized Land" or "Land Subject to this Agreement". For
the purposes of this agreement, the Glorieta sandstone shall be con-

strued to mean the sandstone, the top of which 1s found at a depth
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of U.8R7 feot in the Skelly No. & Lyuchh "A" well located 660 feet
from the north and west lines of Section 22, T. 17 8., R. 31 E.,
N.M.P.M., as shown by the Schlumberger electric log of said well.

4, UNIT OPERATOR. Sinclair 0il & Gae Company is hereby
ueBlgnated 4s UNLL uperavor and Dy signature nereto as Unit Operator
agrees and consents to accept the duties and obligations of Unit
Operator for the discovery, development, and production of unitized
substances as herein provided. Whenever reference is made herein to
the Unit Operator, such reference means the Unit Operator acting in
that capacity and not as an owner of interest in unitized substances,
and the term "working interest owner" when used herein shall include
or refer to Unit Operator as the owner of a working irterest when
such an interest is owned by 1it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. - Unit Operator
shall have the right to resign at any time prior to the establishment
of a participating area or areas hereunder, but such resignation
shall not become effective so as to release Unit Operator from the
duties and obligatlons of Unit Operator and terminate Unit Operator's

rights as such for a period of 6 months after notice of intention to

‘v‘.-q.":"

TCSign 1A LeEl served Uy Undv Operacoit Uil ail workiiyg inverest
owners, the Director, the Commissioner and the Commission, and until
all wells then drilled hereunder are placed in a satisfactory condi-
tion for suspension or abandonment whichever is required by the
Supervisor as to Federal lands and the Commission as to State lands,
unless a new Unit Operator shall have been selected and approved and
shall have taken over and assumed the dutlies and obligations of Unit
Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like manner
and subJect to like limitations as above provided at any time a
participating area established hereunder is in existence, but, in all
instances of resignation or removal, until a successor unlt operator

is selected and approved as hereinafter provided, the working inter-

est owners shall be jointly responsible for performance of the dutiles

of unit operator, and shall not later than 30 days before such resig-
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sent them in any actlon to be taken hereunder.

The resignation of Unit Operator shall not release U
Operator from any liability for any default by it hereunder occurring
prior to the effective date of its resignation.

The Unit uperaius way, upch 22fen1t an failure in the perform-
ance of its duties or obligations hereunder, be subject to removal by
the same percentage vote of the owners of working interests deter-
mined in like manner as hereln provided for the selection of a new
Unit Operator. Such removal shall be effective upon notice thereof
to the Director and the Commissioner.

The resignation or removal of Unit Operator under this agree-
ment shall not terminate its right, title or interest as the owner of
& working interest or other interest in unitized substances, but upon
the resignation or removal of Unit Operator becoming effective, such
Unit Operator shall deliver possession of all equipment, materials,

and appurtenances used in conducting the unit operations and owned by

the working interest owners to the new duly qualified successor Unit
Operator or to the owners thereof if no such new Unit Operator 1s
elected, to be used for the purpose of conducting unit operations
hereunder. Nothing herein chall bhe construed as authorizing removal

of any materlal, equipment and appurtenances needed for the preser-

vation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator
shall tender hils or its resignation as Unit Operator or shall be
removed as hereinatove provided, the owners of the working interests
in the participating area or areas according to thelr respective
acreuage lnterests in such participating area or areas, or, until a
participating area shall have been establlshed, the vimers of the
working interests according to thelr respective acreage interests in

all unitized land, shall by majority vote select a succesgssor Unit

Operator: Provided, That, 1f a majority but less than 75 per cent

of the working interests qualified to vote are owned by one party to

this agreement, a concurring vote of one o: more additional working




8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Exceot as
otherwise specifically provided herein, the exclusive right, privi-
lege, and duty of exercising any and all rights of the parties hereto
which are necessary or convenient for prospecting for, producing,
storing, allocating, and distributing the unitized substances are
hereby delegated to and shall be exercised by the Unit Oparator as
herein provided. Acceptable evidence of title to sald rights shall
be deposited with said Unit Operator and, together with this agree-
ment, shall constitute and define the rights, privileges, and obli-
gations of Unit Operator. Nothing herein, however, shall be
conatrued to transfer title to any land or to any lease or operating

agreement, it belng understood that under this agreement the Unit

Operator, in its capacity as Unit Operator, shall exercise the
rights of possession and use vested in the parties hereto only for
the purposes herein specified.

9. DRILLING TO DISCOVERY. Within 6 months after the effec-

tive date hereof, the Unit Operator shall begin to drill an adequate

—
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i test well at a location appfb&ed by the Supervisor i1f on Federal land
: or by the Commissioner if on State land, unless on such effective

e ) i : o date a well is being drilled conformably with the terms hereof, and

| thereafter continue such drilling diligently until t@e_ggvon;qg

formation hg;ﬁpgggmtgspedzgr until at & lesser depth unit;gedwsup:_

e s N e et A

stances shall be discovered which can be produced in paying quanti-

W g

ics {to-wit: quanbtities sufficient to repay the costs of drilling,
and producing operations, with a reasonable profit) or the Unit
Operator shall at any time establish to the satisfaction of the
Supervisor 1f on Federal land or of the Commissloner 1f on State
land, that further drilling of said well would be unwarranted or
impracticable, prqyggqg)_hgwaver,‘that Unlt Operator shall not in any
event be requiézé to drill said well to a depth in excess of 13,700 ,
feet, Until the discovery of a deposit of unitized substances capa-
-bie of being produced in paying quantities, the Unit Operator shall
continue drilling diligently one well at a time, allowing not more

than 6 months between the completion of one well and the beginning of




the next well wuntil) & well capable ot producing unitized substances
in paying quantities is completed to the satisfaction of said
Supervisor if on Federal land or of the Commissioner if on State
land, or urtil it is reasonably proved that the unitized land is
incapable of producing unitized substances in payling quantities in
the formations drilled hereunder. Nothing in this section shall be
deemed to limit the right of the Unit Operator to resign as provided
in Section 5 hereof, or as requiring Unit Operatcer t¢ commence or
continue any drilling during the period pending such resignation
becoming effective in order to comply with the requirements of this
section. The Director and the Commissioner may modify the drilling
requirements of this section by granting reasonable extensions of
time when, 1n their opinion, such action is warranted.

Upon failure to comply with the drilling provisions of this
sectlion, the Director and the Commissioner may, after reasonable
notice to the Unit Operator, and each working interest owner, lessee,
and lessor at their last known addresses, declare this unit agreement
terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6
months after completion of a well capable of producing unitized sub-
stances in paying quantities, the Unit Operator shall submit for the
approval of the Supervisor and the Commissioner an acceptable plan of
development and operation for the unitized land which, wnen approved
by the Supervisor and the Commissioner, shall constitute the further
drilling and operating obligations of the Unit Operator under this
agreement for the period specified therein. Thereafter, from time to
time before the expilration of any existing plan, the Unlt Operator
shall submit for the approval of the Supervisor and the Commissioner
a plan for an additional specified periocd for the development and
operation of the unitized land. Any plan submitted pursuant %o this
section shall provide for the exploration of the unitized area and
for the diltigent drilling necessary for determination of the area
or areasg thereof capable of producing unitized substances in paying

quantities in each and every productive formation and shall be as

~10-
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complete and adequate as the Supervisor and the Commissinnsr moy Q¢
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termine to be necessary for timely developmert and proper conserva-
tion of the oll and gas resources of the unitized area and shall

(a) specify the number and locations of any wells to be
drilled and the proposed order and time for such drilling; and

(b) to the extent practicable specify the operating practices
regarded as necesszary and advisable for proper conservation of
natural resources. Separate nlans maw ha aunheibi-a Ao coCLIGUC
productive zones, subject to the approval of the Supervisor and the
Commissioner. Said plan or plans shall be modified or supplemented
when necessary to meet changed conditions or to protect the interests
of all parties to this agreement. Reasonable diligence shall be
exercised in complying with the obligations of the approved plan of
development. The Supervisor and the Commissioner are authorized to
grant o regsonable exten n of the £ .month period herein
for submission of an initial plan of development where such action
1s Jjustified because of unusual conditions or circumstances. After
completion hereunder of a well capable of producing any unitized
substance in paying quantities, no further wells, except such as may
be necessary to afford protectlon against operations not under this
agreement or such as may be specifically approved by the Supervisor
and the Commissioner, shall be drilled except in accordance with a
plan of development approved as herein provided.

ATV
L

1x. ARTICIPATION AFTER DISCOVERY. Upon completion of a well
capable of producing unitized substances in paylng quantities or as
soon thereafter as requilred by the Supervisor or the Commigsioner,
the Unit Operator shall submlt for approval by the Director and the
Commissioner a schedule, based on subdlvisions of the public-land
survey or aliquot parts thereof as to Federal land, and, as to non-
Federal lands, based upon appropriate computations from the courses
and distances shown on the last approved publil -land survey as of

the effective date of the iniltial particl, ~Sing area, of all unitized

land then regarded as reasonably proved to be productive of unitized

substances 1in paying quantities; all lands in sald schedule on

~11-




approval of the Director and the Commiasioner to constitute a narti-
cipating area, effective as of the date of completion of such well‘
or the effective date of the unit agreement, whichever is later.

The acreages of both Federal and non-Federal lands shall be based
upon appropriate computations from the courses and distances shown
on the last approved public-land survey as of the effective date of
the initial participating area. Said schedule alsoc shall set forth
tha ranaenbo—s o0 LILTLALG suwsLalives LO DE dllocalLEd a8 nerein
provided to each unitized tract in the participating area so
established, and shall govern the allocation of production from and
after the date the particlpating area becomes effective. A separate
participating area shall be established in like manner for each
separate pool or deposit of unitized substances or for any group
thereof produced as a single pool or zone. and any two or more par-
ticipating areas so established may be combined into one with the
consent of the owners of all working interests in the lands within
the participating areas so to be combined, on approval of the
Director and the Commissioner. The participating area or areas so
established shall be revised from time to time, subject to like
approval, whenever such action appears proper as a result of further
drilling operations or otherwise, to include additional land then
regarded as reasonably proved to be productive in paying quantities,
or to exclude land then regarded as reasocnably proved not to be

productive in paying quantities and the percentage of allocation
shall also be revised accordingly. The effective date of any revi-
slon shall be the first of the month in which 1s obtained the knowl-
edge or information on which such revision 1is predicated, provided,
however, that a more appropriate effective date may be used if
Justified by the Unit Operator and approved by the Director and the
Commissioner, No land shall be excluded from a participating avea
on account of depletion of the unitized substances.

It 1s the intent of this section that a participating area

shall represent the area known or reasonably estimated to be produc-

tive 1n paying quantitles; but, regardless of any revision of the

12~
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participating area, nothing herein contained tiall be construed as

requiring any retroactive adjustment for production obtained prior
to the effective date of the revision of the participating area.

In the absence of agreement at any time between the Unit
Operator and the Director and the Commissioner as to the proper
definition or redefinition of a participating area, or until a par-

ticipating area has, or areas have, been established as providead

herein. the nartian Af all navmanta afPasnhald dhamatne o [ Y Y
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in a manner mutually acceptable to the owners of working interests,
except royalties due the United States and the State of New Mexico,
which shall be determined by the Supervisor for Federal lands and

the Commissioner ag to State lands, respectively, and the amount
thereof deposited, as directed by the Supervisor and the Commissioner,
respectively, to be held as unearned money until a participating area
is finally approved and then applied as earned or returned in accord-
ance with a determination of the sum due as Federal and State royalty
on the basis of such approved participating area.

Whenever 1t 1s delermined, subject to the approval of the

_ Supervisor as to wells on Federal land and the Commissloner as to

wells on State land, that a well drilled under this agreement is not
capable of production in paying quantities anc incluéion of the land
on which it 1is situated in a participating area is unwarranted, pro-
duction from such well shall, for the purposes of settlement among
han working interest owners, be allocaied Lo tne
land on which the well is located so long as such land is not within
a participating area established for the pool or deposit from which
such production 1s obtained. Settlement for working interest benefits
from such a well shall be made as provided in the unit operating
agreement.

12, AILOCATION OF PRODUCTION. All unltized substances pro-
duced from each participating area established under thls agreement,

except any part thereof used in conformity with good operating prac-

tices within the unitized area for drilling, operating, camp and

other production or development purposes, for repressuring or
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recycling in accordance with a nlan of devels

ment appreved oy thc
Supervisor and the Commissgioner, or unavoidably lost, shall be deemed
to be produ~ed equally on an acreage basis from the aeveral tracts of
unitized land of the participating area established for such produc-
tion and, for the purpose of determining any benefits accruing under
this agreement, each such tract of unitized land shall have allocated
to it such percentage of said produetism e= +:-- Lo I acres of
such tract included in said participating area bears to the total
acres of unitized land in sald participating area, except that allo-
cation of production hereunder for purposes other than for settlement
of the royalty, overriding royalty, or payment out or production
obligations of the respective working interest owners, shall be on
the basis prescribed in the unit operating agreement whether in con-
formity with the basis of allocation hereln set forth or otherwise.
It is hereby agreed that production of unitized substances from a
participating area shall be allocated as provided herein regardless
of whether any wells are drilled on any particular part or tract of
sald participating area. If any gas produced from one participating
area 1s used for repressuring or recycling purposes in another par-
ticipating area, the first gas withdrawn from such last-mentioned
participating area for sale Quring the life of this agreement shall
be consldered to be the gas so transferred until an amount egual to
that transferred shall be so produced for sale and such gas shall be
allocated bo the participating area from which initially produced as
constituted at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR
FORMATIONS. Any party hereto owning or controlling the working
interest 1in any unitized land having thereon a regular well location
may with the approval of the Supervisor if on Federal land or of the
Commissioner if on State land, at such party's sole risk, costs, and
expense, drill a well to test any formation for which a participating
area has not been established or to test any formation for which a

participating area has been established if such location is no%t with-

in said participating area, unless withiln 90 days of receipt of notice

~14-




from said party of his intention tn well &
elects and commences to drill such a well in like manner as other

wells are drilled by the Cperator under this agreement.

If any well drilled as aforesaid by a working interest owner
results 1n production such that the land upon which it is situated
may properly be included in a participating area, such participating

area shall be estabiished or enlarged as provided in this agreement

and the well shall thereafter be operated by the Unit Operator in
accordance with the terms of this agreement and the unit operating
agreement.

If any well drilled as aforesaid by a working interest owner
obtains production in quantities insufficlent to Jjustify the inclu-
sion in a participating area of the land upon which such well is
situated, such well may be operated and produced by the party drill-
ing the same subject to the conservation requirements ¢f thia
ment. The royalties in amount or value of production from any such
well shall be pald as specified in the underlying lease and agree-
ments affected.

14, ROYALTY SETTLEMENT. The United States and any State and
all royalty owners who, under existing contract, are entitled to take
in kind a share of the substances now unitlized hereunder produced from
any tract, shall hereéfter e entitled to the right to take in kind
their share of the unitized substances allocated to such tract, and
Unit Opesrator, or in case of the operation of a well by a working
interest owner as herein in special cases provided for, such working
interest owner, shall make deliveries of such royalty share taken in
KinG in conformity with the applicable contracts, laws, and regula-
tions. Settlement for royalty interest not taken in kind shall be
made by working interest owners responsible therefor under existing
contracts, laws and regulations on or before the last day of each
month for unitized substances produced during the preceding calendar
month; provided, however, that nothing herein contained shall operate
to relleve the lessees of any land from thelr respective lease obli-

gations for the payment of any royalties due under their leases,




If mas ahtained fram lande nat anhiact tn thia asrcoment 1= |
introduced into any participating area hereunder, for use in repres-

suring, stimulation of production, or increasing ultimate recovery,

which shall be in conformity with a plan first approved by the

|
|
1
1
Supervisor, the Commissioner and the Commisslion, a like amount of gas, {
_after settlement as herein pnrovided for anv gas transferred from anv

other participating area and with due allowance for loss or depletion

from any cause, may be withdrawn from the formation into which the ,

gas was introduced, royalty free as to dry gas, but not as to the

products extracted therefrom; provided that such withdrawal shall be

at such time as may be provided in the plan of operatlons cor as may

otherwise be consented to by the Supervisor, the Commissioner and the

Commission, as conforming to good petroleum engineering practice; and

provided further, that such right of withdrawal shall terminate on

the termination of this unit agreement.

?

Royalty due the United States shall be computed as provided

in the operating regulacions and paid in value or delivered 1n kind
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as to all unitilzed suvstances on the basis of the amounts thereof 1
allocated to unitized Federal land as provided herein at the rates '
specified in the respective Federal leases, or at such lower rate
or rates as may be authorized by law or regulation; provided, that '
for leases on which the royalty rate depends on the dally average

» production per well, said average production shall be cdetermined in

6' accordance with the operating regulations as though each participai- }
ing area were a single consolidatéd lease. Royalty due on account
of State land shall be computed and pald on the basis of all unitized ‘
substances allocated to such lands. ]

15. RENTAL SETTLEMENT. Rental or minimum royalties due on
leases committed hereto shall be paid by working interest owners

responsible therefor under existing contracts, laws, and regulations,

provided that nothing herein contained shall operate to relieve the

payment of any rental or minimum royalty in lieu thereof due under

|
|
|
lessees of any land from thelr respective lease obligations for the

thelr leases. Rental or minimum royalty for lands of the United




in the respective leases from the United States unless such rental
or minimum royalty is wailved, suspended, or reduced by law or vy
approval of the Secretary or his duly authorized representative.

Rentals on State of New Mexico land subject to this agreement

shall be paid at the rates specified in the respective lenass

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

17. DRAINAGE. The Unit Operator shall take appropriate and
adequate measures to prevent drainage of unitlized substances from
unitized land by wells on land not subject to this agreement, or
pursuant to applicable regulations pay a fair and reasonable com-
pensatory royalty as determined by the Supervisor for Federal lands
or as appreoved by the Commissioner for State lands.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions, and provisions of all leases, subleases, and other con-
tracts relating to exploration, drilling, development, or operation
for 01l or gas of lands committed to this agreement are hereby
expressly modified and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise to remain in
full force and effect; and the parties hereto hereby consent that
the Secretary as to Federal leases and the Commissloner as to State
leases, shall and each by hils approval hereof, or by the approval
hereof by his duly authorized representative, does hereby establish,
alter, change, or revoke the drilling, produclng, rental, minimum
royalty, and royalty requirements of Federal and State leases com-
mitted hereto and the regulations in respect thereto to conform
sald requirements to the provisions of this agreement, and, without
limiting the generality of the foregning, all leases, subleases,
and contracts are particularly modifled in accordance with the
following:

(a) The development and operation of lands subject to this
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h G {full performance of
all obligations for development and operation with respect to each
and every part or separately owned tract subject to this sgreement,
regardless of whether there is any development of any particular part
or tract of the unit area, notwithstanding anything to the contrary
in any lease, operating agreement or other contract Ly and between
the parties hereto, or their respective predecessors in interest, or
any of them.

(v) Drilling and producing operations performed hereunder
upon any tract of unitized lands will be accepted and deemed to bdbe
performed upon and for the benefit of each and every tract of
unitized land, and no lease shall be deemed to expire by reason of
failure to drill or produce wells situated on the land therein
embraced.

(¢c) Suspension of drilling or producing operations on all

unttized lands pursuant to direction or consent of the Secretary and

the Commissioner, or their duly authorized representatives, shall be
deemed to constitute such suspension pursuant to such direction or
congent as to each and every tract of unitized land.

(a) (Omitted)

(e) Any Federal lease for a fixed term of twenty (20) years
or any renewal thereof or any part of such lease which is made sub-
Ject to this agreement shall continue in force beyond the term pro-
vided therein until the termination hereof. Any other Federal lease
committed hereto shall continue in force beyond the term so provided
thereln or by law as to the land committed 80 long as such lease
remains subject hereto, provided that production i1s had in paying
quantities under this unilt agreement prior to the expiration date of
the term of such lease, or 1n the event actual drilling operations
are commenced on unitized land, in accordance with the provisions of
this agreement, prior to the end of the primary term of such lease
and are being diligently prosecuted at that time, such lease shall
be extended for tvwo years and so long thereafter as oill or gas is
produced in paying quantities in accordance with the provisions of

the Mineral Leasing Act Revision of 1960.

-18-~
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(£} TRach snhlasea on conkr clating to thie uperalion and
development of unitlzed substances from lands of the United States
committed to this agreement, which by its terms would expire prior to
the time at which the underlying lease, as extended by the immediately
preceding paragraph, will expire, is hereby extended beyond any such
termm so provided therein so that 1t shall be continued in full force
and effect I0Or #na dusriig vac voim of the Lndcrlyiig icase a8 such
term is herein extended.

(g) The segregation of any Federal lease coumitied to ihis
agreement 1is governed by the following provision in the fourth para-
graph of Sec, 17{(j) of the Act, as amended by the Act of Sept. 2,
1960 (74 Stat. 781, 784): "Any (Federal) lease heretofore or here-
after conmitted to any such (unit) plan embracing lands that are in
part within and in part outside cf the area covered by any such plan
shall be segregated into separate leases as to the lands committed

and the lands not committed as of the effective date of unitization:

Provided, however, That any such lease as to the nonunitized portion

shall continue in force and effzct for the term thereof but for not
less than two years from the date of such segregation and so long
therezfter as o1l or gas is produced in paying quantities.”

(nh) Any lease, sublease or contract embracing lands of the
State of New Mexico which is made subject to thia agreement shall
continue in force beyond the term provided therein as to the lands
committed hereto until the termination hereof.

(1) Any lease, other than a Federal lease, having only a
portion of its lands committed hereto shall be segregated as to the
pcrtion committed and the portion not committed, and the provisions
of such lease shall apply separately to such segregated portions
commencing as of the effective date hereof. In the event any such
lease provides for a lump-sum rental payment, such payment shall be
prorated between the portions so segregated in proportion to the
acreage of the respective tracts. Provided, however, notwithstand-
ing any of the provisions of this agreement to the contrary, any

lease embracing lands of the State of New Mexico having only a

-19-
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PROVIDED FURTHER, tha.t, any lesse embracing lands of the State of New
Mexico having only & portion of its land comaitted hereto which is in its
extended term by reasson of production of oil and gas, or either of them, on
any portion of the lands embraced therein, shall continue in full force and
effect as to all of the lands embraced therein both within and without the

unit area so long as oil and gas, or either of them, is being produced in
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iUs lands commitied hnereto shall continue 1n rull torce
and effect beyond the term provided therein as to all lands embraced
in such lease, 1t oil and gas, or either of them, are being produced
in paying quantities from some part of the lands embraced in such
lease at the expiration of the secondary term of such lease; or if,
at the expiration of the secondary term, the lessee or the Unit
Operator is then engaged in bona fide drilling or reworking opera-
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shut-in gas royalty is paid in accordance with the terms of such
lease, the same as to all lands embraced therein shall remain in

full force and effect so long as such operations are being diligently
prosecuted, and if they result in the production of oil and gas, or
either of them, said lease éhall continue in full force and effect

as to all of the lands embraced therein so long thereafter as oll

and gas, or cither of them, in payirg quantities are belng produced
from any portion of said lands. /L ; g / ‘"‘"&‘ A v “ifctw q ax’{:{zw_ﬂ

19. COVENANTS RUN WITH LAND. The covenantsvherein shall be
construed to be covenants running with the land with respect to the
interest of the parties hereto and theilr successors in interest
until this agreement terminates, and any grant, transfer, or convey-
ance, of interest 1n land or leases subject hereto shall be and hereby
is conditioned upon the assumption of all privileges and obligations
hereunder by the grantae  +transforce, or cthir Sucdessor in interest.
No assignment or transfer of any working interest, royalty, or otner
interest subject hereto shall be binding upon Unit Operator until
the first day of the calendar month after Unit Operator is furnished
wilth the original, photostatic, or certified copy of the lnstrument
of transfer.

20, EFFECTIVE DATE AND TERM. This agreement shall become
effective upon approval by the Director and the Commissioner, or
their duly authorized representatives, as of the date of approval by
the Director, and shall terminate five (5) years from sald effective

date unless

(a) such date of expiration is extended by the Director and

-20-




the Commigsloner; or

(b) 1t is reasonably determined prior to the expiration of

the fixed term or any extension thereof that the unitized land is

incapable of production of unitized substances in paying quantities

in the formations tested hereunder and after notice of intention to

terminate the agreement on such ground is given by the Unit Operator

to all parties in interest at their last Vwaem =22 oco, une agree-

ment is terminated with the approval of the Director and the
Commissioner; or

(¢) a valuable discovery of unitized substances has been
made on unitized land during said initial term or any extension
thereof, 1n which event the agreement shall remain in effect for
such term and so long as unitized substances can be produced in
paying quantities, i.e., in this particular instance in quantities

sufficient tc pay for the cost of producliig same from welle on

.

unitized land within any participating area established hereunder

Teamhire

and, should production cease, so long thereafter as diligent opera-

R IR %

of new production and so long thereafter as the unitized substances
can be produced as aforesaid; or

(@) 1t 1s terminated as heretofore provided in this agree-
ment.

This agreement may be terminated at any time by not less than
75 per contum, On an acreage vasis, of the owners of working intverests
signatory hereto, wlth the épproval of the Director and the
Commissioner; notice of any such approval to be given by the Unit
Operator to all parties hereto,

21, RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The
Director is hereby vested with authority to alter or modify from
time to time in his discretion the quantity and rate of production

tions are in progress for the restoration of production or discovery |

under this agreement when such quantity and rate is not fixed pur-

suant to Federal or State law or does not conform to any state-wide

voluntary conservation or allocation program, which 1is established,

recognized, and generally adhered to by the majority of operators

in such State, such authority being hereby limited to alteration or
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moalirication in the public interest, the purpose thereof and the>
public interest to be served thereby to be stated in the order of
alteration or modification. Without regard to the

Director is also hereby vested with authcrity to alter or modify from
time to time in his discretion the rate of prospecting and develop-
ment and the quantity and rate of production under this agreement ,
when such alteration or modifiéation is in therinterest of attaining
the conservation cobjectives stated in this agreement and is not in
violation of any applicable Federal or State law. It is agreed
further that no such alteration or modifications shall be effective
as to any land of the State of New Mexico as to the rate of pros-
pecting and development in the absence of the specific written
approval thereoi by the Commissioner and as to the quantity and rate
of production in the absence of specific approval thereof by the
Commission.

Powers in this section vested in the Director shall only be
exercised after notice to Unit Operator and opportunity for hearing
to be held not less than 15 days from notlce.

22. CONFLICT OF SUPERVISION. Neither the Unit Operator nor
the working interest owners nor any of them shall be subject to any
forfeiture, termination or expiration of any rights hereunder or
under any leases or contracts subject hereto, or to any penalty or
liability on account of delay or failure in whole or in part to com-
ply with any applicable provision thereof to the extent that the
sald Unit Operator, working interest owners or any of them are
hindered, delayed or prevented from complying therewlth by reason
of failure of the Unit Operator to obtain, in the exercise of due
diligence, the concurrence of proper representatives of the United
States and of the State of New Mexico 1n and about any matters or
things concerning which 1t is required herein that such concurrence
be obtained.

23. APPEARANCES. Unit Operator shall, after notice to other
parties affected, have the right to appear for and on behalf of any
and all interests affected hereby before the Department of the
Interior, the Commissioner of Public Lands and the New Mexico 0Oil
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Conservation Commission, and to appeal from orders 1issued under the
regulations of said Department, the said Commissioner or the said
Commission, or to apply for relief from any of said regulations or

in any proceedings relative to operations belore the Department of the
Interior, the sald Commissioner or the said Commission, or any other
legally nanatdiot-2 Lulauedvy; provided, however, that any other
interested party shall also have the right at his own expense to be
heard in any such proceeding.

24. NOTICES. All notices, demands or statements required
hereunder to be given or rendered to the parties hereto shall be
deemed fully given if given in writing and personally delivered to
the party or senthostpaid registered mail, addressed to such party
or parties at their respective addresses set forth in connection
with the signatures hereto or to the ratification or consent hereof
or to such other address &5 any such party may have furnished in
writing to party sending the notice, demand or statement.

25. NO WATUER AR OFRMATM RTIAUMS, 1Nothing in this ocgrosament
contained shall be construed as a waiver by any party hereto of the
right to assert any legal or constitutional right or defense as to
the validity or invalidity of any law of the State wherein said
unitized lands are located, or of the United States, or regulatilois
issued thereunder in any way affecting such party, or as a waiver by
any such party of any right beyond his or its authority to waive.

26. UNAVOIDABLE DELAY. All obligations under this agreement
requiring the Unit Operator to commence or continue drilling or to
operate on or produce unitized substances from any of the lands cov-
ered by this agreement shall be suspended while, but only so long as,
the Unit Operator despite the exercise of due care and diligence is
prevented from complying with such obligations, in whole or in part,
by strikes, acts of God, Federal, State, or munlcipal law or agencies,
it Cranspuitatlion, lndas-
billity to obtaln necessary materials in open market, or other matters
beyond the reasonable control of the Unit Operator whether similar to

matters herein enumersted or not.
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27. FAIR EMPLOYMENT. In connectlon with tiie performance of
work under this agreement, the operator agrees not to discriminate
against any employee or applicant for employment because of race,
religion, color, or national origin. The aforesaid provision shall
include, but not be limited to, the following: employment, upgrading,
demotion, or transfer; recruitment or recrultment advertising, lay-
off or terminatlon; rates of pay or other forms of compensation; and
selection for training, including apprenticeship. The operator
agrees to post hereafter in conspicuous places, avallable for
employees and applicants for employment, notices to be provided by
the contracting officer setting forth the provisions of the non-
discrimination clause.

The operator agrees to insert the foregoing provisions in all
subcontracts hereunder, except subcontracts for standard commercial
supplies or raw materlals.

28. LOSS OF TITLE. In the event title to any interest in
any tract of unitized land shall fail and the trme aumer oannat bhe
induced to Join in this unit agreement, such interest in such tract
shall be automatilically regarded as not committed hereto and there
gshall be such readjustment of future costs and benefits as may be
required on account of the loss of such title. 1In the event of a
dispute as to title as to any royalty, working interest, or other
interests subject thereto, payment or delivery on account thereof
may be withheld without 1lizbility for interest until the dispute is
finally settled; provided, that, as to Federal and State land or
leages, no payments of funds due the United States or the State of
New Mexico should be withheld, but such funds of the United States
shall be deposited as directed by the Supervisor and such funds of
the State shall be deposited as directed by the Commissioner, to be
held as unearned money pending final settlement of the title dispute,
and then applied as earned or ratnrned in accordance with guech £fingl
settlement.

Unit Operator as such 18 relleved from any responsibility

for any defect or fallure of any title hereunder,
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29. NON JOINDER AND SUBSCEQUENT JOINDER. If the owner of any

subgtantial interest in a tract within the unit area fails or refuses
To subscribe or consent to thils agreement, the owner of the working
interest in that tract may withdraw sald tract from this agreement
by written notice to the Director, the Commissioner, and the Unit
Operator prior to the approval of this agreement by the Director.
Any oll or gas interests in lands within the unit area not committed
hereto prior to submission of this agreement for final approval may
théreafter be committed hereto by the owner or owners thereof sub-
scribing or consenting to this agreement, and, if the interest is a
working interest, by the owner of such interest also subscribing to
the unit operating agreement. After operations are commenced here-
under, the right of subsequent joinder, as provided in this section,
by a working interest owner is subject to such requirement or
approvals, if any, pertainling to such joinder, as may be provided
for in the unit operating agreement. After final approval hereof
Joinder by a non-working interest owner must be consented 2 in
writing by the working interest owner committed hereto and respon-
slble for the payment of any benefits that may acerue hereunder in
behalf of such non-working interest. Joinder by any owner of a
non-working interest, at any time, must be accompanled by appropriate
Joinder by the owner of the corresponding working interest in order
for the interest to be regarded as effectively committed hereto.
Joinder to the unit agreement by a working interest owner, at any
time, must be accompanied by appropriate Joinder to the unit oper-
ating agreement, if more than one committed working interest owne.:
is 1nvolved, 1n order for the interest to be regarded as c:rfectively
committed to this unit agreement. Except as may otherwise herein

be provided subgequent Joinders to this agreement shall be effective
as of the first day of the month following the filing with the
Supervisor, the Commissioner and the Commission; of dnly executed
counterparts of all or any papers necessary to establish effective
commitment of any tract to this agreement unless objection to such

Joinder is duly made within 60 days by the Director, the

-25-
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Comiissioner, or the Commission.

30. COUNTERPARTS. This agreement may be executed in any
number of counterparts no one of which needs to be executed by all
parties or may be ratified or consented to by separate instrument
in writing specifically referrins hercts and shall be bLInding upon
all those parties who have executed such a counterpart, ratifica-
tion, or consent hereto with the same force and effect as if all
such parties had signed the same document and regardless of whether
or not it is executed by all other parties owning or claiming an
interest in the lands within the above described unit area.

31. SUPRENDER. Nothing in this agreement shall prchibit
the exercise by any working lnterest owner of the right to surrender
vested In such party in any lease, sublease, u:i operating agreement
as to all or any rart of the lands covered thereby, provided that
each party who will or might acquire such working interest by such
surrender or by forfeiture as hereafter set forth, is bound by the
terms of this agreement: vrovided. however, that no land included
in this unit which is embraced in a State of New Mexico lease shall
be surrendered to the State so long as thils agreement ‘s in effect.

If as a resuit of any such surrender, the working interest
rights as to such lands become vested in any party other than the
fee owner of the unitized substances, said party shall forfeit such
rights and no further benefits from operation hereunder as to said
land shall accrue to such party, unless within ninety (90) days
thereafter said party shall execute this agreement and the unlt
operating agreement as to the working interest acquired through such
surrender, effective as though such land had remained continuously
subject to this agreement and the unit operating agreement. And in
the event such agreements are not so executed, the party next in the
chain of title shall be and become the owner of such working interest
at the end of such ninety (Q0) Aoy periced, with the same force and
effect as though such working interest had been surrendered to such
party.

If as the resuvlt of any such surrender or forfeiture the

~26.




working interest rights as to such lands become vested in the fee

owner of the unitized subatances, such oumer may:

(1) Execute this agreement and the unit operating agreement
as a working interest owner, effective as though such land had
remained continuously subject to this agreement and the unit operat-
ing agreement.

(2) Again lease such lands but only under the condition that
the holder of such lease shall within thirty (30) days after such
lands are so leased execute this agreement and the unit operating
agreement as to each participating area theretofore established
hereunder, effective as though such land had remained continuously
subject to this agreement and the unit operating agreement.

(3) Operate or provide for the operation of such land
independently of this agreement as to anv bart thereof or any oil
or gas depcsits therein not then included within a participating

area.

; 1t the fee owner of the unitized substances does not execute
vig;] S | : this agreement and the unit operating agreement as & working interest
| » i owner or again lease such lands as above provided with respect to
; each existing participating area, within six (6) months after any
: such surrender or forfeiture, such fee owner shall be deemed to have
walved the right to execute the unit operating agreement or lease
such landa as to each such particinatine area, and to have ezreed,
in consideration for the ccmpensation hereinafter provided, that
operations hereunder as to any such participating arca or areas
shall not be affected by such surrender.
For any period the working interest in any lands are not
expressly committed to the unit operating agreement as the result
of any such surrender or forfelture, the benefits and obligations
of operations accruing to such lands under this agreement and the
unit operating agreement shall be shared by the remaining owners of
unitized working interests in accordance with their respective
participating working interest ownerships in any such participating

area o areas, and such owners of working interesis shall compensate
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the fee owner of unitized substances 1n such lands by paying sums
equal to the rentals, minimum royalties, and royalties applicable to
such lands under the lease in effect when the lands were unitized,
as to such participating area or areas.

Upon commitment of a working interest to this agreement and
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priate accounting and settlement shall be made, to reflect the
retroactive effect of the commitment, for all benefits accruing to
or payments and expenditures made or incurred on behalf of such
surrendered working interest during the period between the date of
surrender and the date of recommitment, and payment of any moneys
found to be owing by such an accounting shall be made as between the
parties then signatory to the unit operating agreement and this
agreement within thirty (30) days after the recommitment. The right
to become a party to this agreement and the unit operating agreemsont
as a working interest owner by reason of a surrender or forfelture
a8 prnvided in thia mectisn shall nnt bhe Adefeanted hy the nonexistence

of a unit operating agreenent and in the event no unit operating

agreement 18 in existence and a mutually acceptable agreement between

the proper parties thereto cannot be consummated, the Supervisor may

preseribe such reasonahlae and amitahle eprasment os he dooms
warranted under the circumstances.

Nothing in this section shall be deemed to linit the right of
Joinder or subsequent Jjoinder to this agreement as provided elsewhere
in this agreement. The exerclse of any right vested in a working
interest owner to reassign such working interest to the party from
whom obtained shall be subject to the same conditions as set forth
in this section in regard to the exercise of a right to surrender.

IN WITNESS WHEREOF, the parties hereto have caused this

agreement to be executed and have set opposite their respective

UNIT OPERATOR AND WORKING INTEREST OWNER

SINCLAIR OIL & GAS COMPANY
ATTEST:

By
Assistant Secretary Vice President

Address: P, 0O, Box 1470, Midland, Texas
-28..




OTHER WORKING INTEREST OWNERS

Date:

Address:

Bert Aston

Date:_

Address:

R. W. Fair

Date:

Address:

Secretary
Address:

FAIR OIL COMPANY
By

SUNRAY MID-CONTINENT OIL COMPANY

By

President

Date:

ATTEST:

Secretary
Address:

HUMBLE OIL & REFINING COMPANY

By

President

Date:

Adgdress:

Date:

Address:

J. M, Armstrong

Date:

Address:

C. T. McLaughlin

Secretary

President




Date: SOCONY MOBIL O1L COMPANY

ATTEST:
By,

President

Secretary

Address:

Date: , SHELL OIL CCMPANY
ATTEST:

By

President

“Secretary
Address:

Date:

Address:

Date:

Address:

patve:

Address:

STATE OF TEXAS
COUNTY OF MIDLAND

The foregoling instrument was acknowledged before me this
__ day of January, 1961, by R. L. ELSTON, Vice President of

tv—

SINCLAIR OIL & GAS COMPANY, a Malne corporation.

My commission explres Notary Publice in and for
June 1, 1961. Midland County, Texas
STATE OF 2

COUNTY OF )

The foregoing instrument was acknowledged before me this

day of ., 1961, vy
and s his wife.
My commission expires: Notary Public in and for

County,
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STATE OF
COUNTY OF

The foregoing instrument was acknowledged before me

day of s, 1961, vy

President of

corporation, on behalf of said corporation.

My commission expires: Notary Public in and for
County,

STATE OF 2
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of » 1961, by

President of

corporation, on behalf of said corporation.

NMAadtames Thilhtda da el Oa..
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County,

STATE OF

COUNTY OF

The foregoing instrument was acknowledged before me this

day of » 1961, by

s his wife.

My commlssion expires: Notary Public in and for
County, ___

STATE OF

COUNTY OF

The foregoing instrument was acknowledged before me this

day of » 1nl, by

Tl . -2 P
3 414D WLLT,

iy commisslon expires: Notary Public in and for

County,
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EXHIBIT B -- KEEL DEEP

UNIT ARFA, EDDY COUNTY, NEW MEXICO, T, 17 S., R. 31 E., N.M.P.M.

. Berlal Number
Tract Description of Rumber of and Expiration Basic Royalty Overriding royelty Working Interest
No. land Acres Date of lease and Percentage Lessee of Record and _peccentage and percentage
FEDERAL IAND Ias Cruces Serials
. 1 Sec. 3: lots 1, 2, 3, 029426-A U. 8., A1l Sinclair 0il & R. A, Shugart 2%; Higgins Trust, Sinclair 0il & Gas
4, s/2 w/2 2.1-69 Gas Company Inc., 1.5%; Selma E, Andrews Company - 100%
Sec. 4: Lots 1, 2, 53.705% of 1.5%, Albuquerque Nationsl
s/2 wB/k, SE/: 639.56 Bank, Testamentary Trustee of Frank
A. Anirews, deceased, 46.295% of 1.5%;
Lillie M. Adams .5%; Fulalie May
( Stinebaugh .5%; Willie Ople Ham .5%;
‘ J. Lonis Keel, Jr., .16-2/3%; Marian
Keel Norton .16-2/3%; Ruth Keel Joycs
.16-2/3%; Sabine Royalty Corporation
.5%; Della West Decker 3/8 of 1%;
Williem H. Eyssen, Jr., 3/8 of 1%
Caroline Kuehna, 1/8 of 1%;
Catherine Kuehna, 1/8 of 1%.
2 Sec. 31 8/2 029426-B U. 8. AL Repollo 01l . Della West Decker, 3/8 of 1% Sinclair 01l & Gas
Sec. 4; Lots 3, L, 3-16-61 Compeany Willism H. Eyssen, Jr. 3/8 of 1% Company - 100%
s/e mifk, sw/k Caroline Kuehua, 1/8 of 14
Sec. 9: Al Catherine Kuehna, 1/8 of 1%
Sec. 12: A1l 1619.88
3 Sec. .ﬂ“ Lots 1, 2, 0294 35-A U. 8. ALl 3inclair 011 & Ruby Mellard .5%; J, Louis Keel, Jr. Sinclair 0i’ % Gas
3, 4, Bf2 W2, Bf2 606,92 10-1-54% HBP Jas Compeny 1,5%; Marian Keel Norton 1.5%; Ruth Company - 1009

et R L aeis e e R N MRERSY L s 3 AR

Keel Joyce 1.5%; Higgins Trust, Inmc.,
+5%; Pearl Carr 1%; Benedict Corpora-
tion .3%; P. Kenneth Wiseman, Trustee,
.075%; Robert B. Moran .075%; Dwight
Whiting .075%; Correlius G. Willis
.25%; L. W. Wickes Agent Corp., .15%;
Jenet D. O'Neil end Phillip O'Neil,
Trustecs, .075%.




Serial Number
Tract Description c¢f Nunmber of and Expiration Basic loyalty Overriding royalty Working Interest
No. land Acres Date of lLease _aund Pe:centage ILeasee of Fecord and percentage and percentage

b Geec, 5: Lots 1, 2, 3,
4, sf2 Nf2, 3/2 1885,.0 029435-B U. 8. AL Sinclair 011 & None Sinclair 0il & Gas
Sec. 6: Lots 1,2,3,4, 11-22-61 Gas Company Company ~ 100%
5,5,7, SE/4 Wi/,
m\nwrﬁ\f B/2 sW/l,
B
h{xm 4. el
gec, 18: Lots 1, 2, 224,09 029548-4 U. 8. A1l Sinclair 01l & Marshall & Winston, Inc., 3%; Sincleir 01 & Gas
E/2 Wi/4, W/2 NE/4 9-1-69 Gas Company Donald Winston, Trustee under the Company - 100%
Wili of Francisca S. Winston 1%;
Lucile Hancox, Exec. Estate of T.
Harold Hancox, Deceased, .75%;
Mrs. (3. A. Russell, .5%; Higgins
Trust, Inc., .5%; H. R. Moldenhsuer
«25%; Selma E. Andrews 53.705% of
~.5%; Albuquerque National Bauk,
Testanentary Trustee of Frank A.
Andrews, Deceased, 46.295% of 1.5%
Date of Lease
Sec. 18: E/2 NE; 4 160.0 054908 U. 5. A1l Bert Aston /b 20% to Fair Foundation, R. W. Feir, Bert Aston /b
Sec. 17: W/2 W4 6-23-38 R. W. Fair ../b Trustee, and Wilton Harold Fair, R. W. Fair 1/L
Fair 011 1/2 Successor Trustee. Fair 011  1/2

Sec. 17: NB/4, ¥/2 Wi/b 240,0 049998-A U. 8. All Sunray Mid-Continent  7-1/2% to V. L. Foster Sunray Mid-Continent

6-9-38 011 Company 01l Company - 100%

7 Federal tracts - 5675.45 acres - 92.2% of unit are:..

STATE LAND
Sec. 16: sB/4 160.0 B-2613 State of New  Humble Oil & Humble Oil & Refining
3-10-34 Mexico All Refining Conpany . Company -~ 100%

Sec. 16: S/2 W/ 80.0 B-301L4 State of Humble 01l & Humble 01il & Refining
6-11-3h New Mexico Refining Company Company - 100%
All

Page 2 of Exhibit B.




Serial Number
Tract Desc¢ription oi’ Number of and Effective Basic Royalty Overriding royalty Working Interest
No. land Acres Date of Leage and percentage Lessee of Recoxd and percentage and percentage

10 Sec. 16: Hf2 WW'4, 160.0 B-3105 State of New W, A. Yeager None W. A. Yeager 1/4
W/e NE 7-10-34 Mexico - A1l  J, M. Armstrong J. M, Armstreng  1/k
C. T. Mclaughlin C. T. Mclaugtlin 1/4
Cosden Petroleum Cozden Petroleum
Corporation Corporation 1/4

11  Sec. 16: sE/L NE/L 40,0 E-6015 State of New  Socony Mobil. Oil None Socony Mobil 0il Company
2-11-52 Mexico - All Company 100%

12 Sec. 16: NE/k Ni /b 40,0 B-8095 State of New  BShell 0il Ccmpany Alma Welsh Msllison 1.875% Shell 0il Company 1.00%
4.10-39 Mexico - All Dora M. Johnson .625%

5 State of New Mexico tracts - 180 acres - T7.8% of unit area

TOTAL: 12 tracts - €155.45 acres in entire unit area,

Page 3 of Exhibit B.
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE

KEEL DEEP UNIT AREA
COUNTY OF EDDY,

STATE OF NEW MEXICO.
NO.

THIS AGREEMENT, entered into as of the 24 2 day of

» 1961, by and between the parties subscribing,
ratifying, or consenting hereto, and herein referred to as the
"parties hereto, "

WITNESSETH:

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

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat.
437, as amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal

St i Dot A ¢ AR bt TAD B AN

icesces aud Gheir representatives vO unite with each other, or Joint-
ly or separately with others, in collectively adopting and operating

: a cooperative or unit plan of development or operation of any c¢ll or

EO—.

gas pool, [ield, or like area, or any part thereof tor the purpose
of more properly conserving the natural resources thereof whenever

determined and certified by the Secretary of the Interior to be

PR el el

4. . -
neceagary or 248vi ;blic interest; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico 1is authorized by an Act of the Legislature (Chap. 88, Laws
1943) to consent to or approve this agreement on behalf of the State
of New Mexico, insofar as it covers and includes lands and mineral
interests of the State of New Mexico; and

WHEREAS, the 011 Conservation Commission of the State of New
Merico is authorized by law (Chap. 72, Laws of 1935, as amended by
Chap. 193, Laws of 1937, Chap. 1bb, Laws of 1941, and Chap. 168, Laws
of 1949) to approve this agreement, and the conservation provisions

hereof; and
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WHEREAS, the parties hereto hold sufficient interests in the
Keel Deep Unit Area covering the land hereinafter described to give
reasonably effective control of operations therein: and

WHEREAS, it 18 the purpose of the parties hereto to conserve

natural resources, prevent waste, and secure other benefits obtain-

P N S T - o

ST LNISUSHT J0VOllhail Qi upsiauliul Ul uie 40ea BubJect to this
agreement under the terms, conditions, and limitations herein set
forth;

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

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of
Pebruary 25, 1920, as amended, supra, a»? all valid pertinent regula-
tions, inciualig operating and unit plan regulations, heretofore
issued thereunder or valid, pertinent, and reasonable regulations
hereafter issued thereunder are accepted and made a part of this
agreement as to Federal lands, provided such regulations are not in-
consistent with the terms of this agreement; and as to non-Federal
lands, the oll and gas operating regulations in effect as of the

effentive date heraecf governin producing operatious,

Y g drilling and

not inconsistent with the terms hereof or the laws of the State in
which the non-Federal land is located, are hereby accepted and magde
a part of this agreement,

2. UNIT AREA. The following described land is hereby desig-
nated and recognized as constituting the unit area:

New Mexico Principal Meridlan, New Mexico

Townghip 17 South, Range 31 East

Section 3: All
Section 4: All
Section 5: All
Section 6: All
Section 7: All
Czction 8: All
Saetion 9: All
Section 10: All
Section 16: N & SE%

Section 17: N
Section 18: N3

gituated in Eddy County, New Mexlco, and containing
6,155.45 acres.




Exhibit A attachied hereto is a map showing the unit area and
the boundaries and identity of tracts and leases 1in said area to the
extent known to the Unit Operator. Exhibit B attached hereto is a
schedule showing to the extent known to the Unit Operator the acreage
percentage, and kind of ownership of oil and gas interests in all
Ton?d Lo ULl weiv arca.  nowever, nothing herein or in sald schedule
or map shall be construed as a representation by any party hereto as
to the ownership of any interest other than such interest or interests
as are shown in sald map or schedule as owned by such party. Exhibits
A and B shall be revised by the Unit Operator whenever changes in the
Unit Area render such revision necessary, or when requested by the
01l and Gas Supervisor, hereinafter referred to as "Supervisor', or
Commissioner of Public Lands, hereinafter referred to as "Commission-
er'", and not less than six copies of the revised exhibits shall be
filed with the Supervisor, and at least one copy shall be filed with
the Commissioner and one copy with the New Mexico 0il Conservation
Commission, hereinafter referred to as "Commission”,

Tne apove described unit area shall wnen practicable be
expanded to include thereln any additional tract or tracts regarded
as reasonably necessary or advisable for the purposes of thils agree-
ment. or shall be 2ontrcicd LU cavaude lands noi wisnin any partici-
pating area whenever such expansion or contraction 18 necessary or
advisable to conform with the purposes of this agreement. Such
expansion or contraction shall be effected in the following manner:

(a) Unit Operator, on its own motion or on demand of the
Director of the Geologlcal Survey, hereinafter referred to as
"Director"', or on demand of the Commissioner, after preliminary con-
currence by the Director, shall prepare a notice of proposed expansion
or contraction describing the contemplated changes in the boundaries
of the unit area, the reasons therefor, and the proposed effective
date thereof, preferably the first day of a month subsequent to the
date or notice.

(b) Sajd notice shall be delivered to the Supervisor, the

Commissioner and the Commission, and copies thereof mailed to the
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last known address of each working interest owner, lessee, and lessor
whose interests are affected, advising that 30 days will be allowed
for submission to the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the pre-
223155 ilem (D) hereof, Unit Operator shall file with the Supervisor,
the Commissioner and the Commission, evidence of mailing of the notice
of expansion or contraction and a copy of any objections thereto which
have been filed with the Unit Operator, together with an application
in sufficient number, for approval of such expansion or contraction
and with appropriate joinders.

(d) After due consideration of all pertinent information, the
expansion or contraction shall, upon approval by the Director, the
Commisuioner and the Commission, become effective as of the date
prescribed in the notice thereof.

(e) A1l legal subdivisions of unitized lands (i.e., U0 acres
by Government survey or its nearest lot or tract equivalent in
instances of irregular surveys, however, unusually large lots or
tracts shall be considered in multiples of 40 acres, or the nearest
aliquot equivalent thereof, for the purpose of elimination under this
subsection), no parts ot which are entitled to be in a participating
area within 5 years after the first day of the month followlng the
effective date of the first initial participating area established
under this unit agreement, shall be eliminated automatically from
this agreement, effective as of the first day thereafter, and such
land3 sh&ll no longer be a part of the unlt ares and shall no longer
be subject to this agreement, unless at the expiration of said 5-year
period diligent drilling operations are in progress on unitized lands
not entitled to participation, in which event all such lands shall
remain subject hereto for so iong as such drilling operations are
sontinued diligently, with not more than 90 days' time elapsing be-
tween the completion of one such well and the commencement of the
next such well, except that the time allowed between such wells shall
not expire earlier than 30 days after the expiration of any pericd of
time during which drilling operations are prevented by a matter be-

yond the reasgonable control of unit operator as set forth in the

i




section hereof entitled "Unavoidable Delay"; provided that all legal
subdivisions of lands not in a participating area and not entitled to

e d 2 - 2~

;SoCme participating uuder ihe applicable provisions of this agree-
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ent witiiln 10 years aftor said first day of the month following the
effective date of sald fi: o1y initial participating area shall be
eliminated as above specified. Determination of creditable "Unavoid-
able Delay'" time shall be made by unit operator and subject to
approval of the Director and the Commissioner. The unit operator
shall, within 90 days after the effective date of any elimination
hereunder, describe the area so eliminated to the satisfaction of the
Director and the Commissioner and promptly notify all parties in
interest.

If conditions warrant extension of the 10-year period specil-
fied in this subsection 2(e), a single extension of not to exceed 2
years may be accomplished by consent of the owners of 90% of the cur-
rent unitized working interests and 60% of the current unitized basic
royalty interests (exclusive of the basic royalty interests of the
United States), on a total-nonparticipating-acreage basis, respective-
ly, with approval of the Director and the Commlssioner, provided such
extension appiication is submitted to the Director and the Commis-
aioner not later than 60 days prior to the expiration of said 10-year
period.

Any expansion of the unit area pursuant to this section which
embraces lands theretofore eliminated pursuant to this subsection
2(e) shall not be considered automatic commitment or recommitment of
such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All oil and gas
in the hereinabove specified lands committed to thls agreement, as to
all formations below the top of the Glorleta sand of upper Leonard
age are unitized under the terms of this agreement and herein are
designated "Unitized Substances" and sald lands are referred to
herein as "Unitized Land" or "Land Subject to this Agreement". For
the purposes of this agreement, the Glorieta sandstone shall be con-

strued to mean the sandstone, the top of which 1s found at a depth
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“unless a. new Unit Operatdr shal

of 4,857 feet in the Skelly No. 6 Lynch "A" well located 660 feet
from the north and west lines of Section 22, T. 17 8., R. 31 E.,

N.M.P.M.. as shoun hy the Sohl
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4. UNIT OPERATOR. Sinclair 01l & Gas Company is hereby
designated as Unit Operator and by signature hereto as Unit Operator
agrees and consents to accept the duties and obligations of Unit
Operator for the discovery, development, and production of unitized
substances as herein provided. Whenever reference is made hereiln to
the Unit Operator, such reference means the Unit Operator acting in
that capacity and not as an owner of interest in unitized substances,
and the term "working interest owner" when used herein shall include
or refer to Unit Operator as the owner of a working interest when
such an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
shall have the right to resign at «ny time prior to the establishment
of a participating area or areas hereunder, but such resignation
shall not become effective so as to release Unit Operator from the
duties and obligations of Unit Operator and terminate Unit Operator's
righté as such for a perlod of 6 months after notice of intention to
resign has been served by Unit Operator on all working interest
oﬁneré, the.Directcr, the Commissioner and the Commission, and until
all wells then drilled hereunder are placed in a satiafactory condi-
tioh'for suspensidn or abandonment whichever i1s required by the

A W
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Suparvisor as

ne Commmission as Lo State lands,
have been selected and approved and
shall have taken over and assumed the duties and obligations of Unit
Operator prior to the expiration of sald period.

Unit Operator shall have the right to resign in like manner
and subject to 1ike limitations ag above provided at any time a
participating area established hereunder is in existence, but, in all
instances of resignation or removal, until a successor unit operator
is selected and approved as hereinafter provided, the working inter-

est owners shall be Jjointly responsible for performance of the dutles

of unlt operator, and shall not later than 30 days before such resig-
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naticn or removal becomes effective si..noint a common agent to repre-
sent them 1in any action to be taken hereunder.

The resignation of Unit Operator shall not release Unit

Operator from any liability for any default by 1t hereunder occurring

prior to the effective date of i1ts resignation.

The Unit Cperator may, upon default or failure in the perform-
ance of its duties or obligations hereunder, be subject to removal by
the same percentage vote of the owners of working interests deter-
mined in like manner as herein provided for the selection of a new
Unit Operator. Such removal shall be effectlive upon notice thereof
to the Director and the Comnmissioner,

The resignation or removal of Unit Operator under this agree-
ment shall not terminate its right, title or interest as the owner of
a working interest or other interest in unitized substances, but upon
the resignation or removal of Unit Operator becoming effective, such
Unit Operator shall deliver possession of all equipment, materilals,
and appurtenances used in conducting the unit operations and owned by
the working interest owners to the new duly qualified successor Unit
Cperator or to the owners thereof 1f no such new Unit Operator 1is
elected, to be used for the purpose of conducting unii operations
hereunder. Nothing herein shall be construed as authorizing removal
of any material, equipment and appurtenances needed for the preser-
vation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator
shall tender his or its resignation as Unit Operator or shall be
removed as hereinabove provided, the owners of the working interests
in the participating area or areas according to thelr respective
acreage interests in such participating area or areas, or, until a
particlpating area shall have been established, the owners of the
working interests according to thelr respective acreage interests in
all unitized land, shall by majority vote select a successor Unit
Operator: Provided, That, if a majority but less than 75 per cent

of the working interests qualified to vote are owned by one party to

this agreement, a concurring vote of one or more additional working
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interest owners shall be required to select a new operator. Such
selection shall not become effective until

{a) & Unit Operator so selected shall accept in writing the
dutlies and responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Director
and the Commissioner. If no successor Unit Operator 1s selected and
qualified as herein provided, the Director and the Commissioner at
thelir electlon may declare this unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If
the Unit Operator is not the sole owner of working interests, costs
and expenses 1lncurred by Unit Operator in conducting unit operations
hereunder shall be paid and apportioned among and borne by the owners
of working interests, all 1n accordance with the agreement or agree-
ments entered into by and between the Unit Operator and the owners
of working interests, whether one or more, separately or collectively.
Any agreement or agreements entered into between the working interest
owners and the Unlt Operator as provided in this section, whether one
or more, are herein referred to as the "unit operating agreement'.
Such unit operating agreement shall aiso provide the manner in which
the working interest owners shall be entitled to receive their
respective proportionate and allocated share of the benefits accruing
hereto in conformity with their underlying operating agreements,

leases, or other independent contracts, and such other rights and

5 TTw -t
obligaticons ag between Uni

Cperator and the working interest owners
as may be agreed upon by Unit Operator and the working interest
owners; however, no such unit operating agreement shall be deemed
either to modify any of the terms and conditions of this unit agree-
ment or to relieve the Unit Operator of any right or obligation
established under thils unlt agreement, and in case of any lnconsis-
tency or confllct between the unit agreement and the unit operating
agreement, this unit agreement shall prevail, Three true coples of
any unit operating agreement executed pursuant to this section should

be flled with the Supervisor and one true copy with the Cocmmissioner,

prior to approval of this unit agreement.
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8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR, [Lxcept as
otherwise specifically provided herein, the exclusive right, privi-
lege, and duty of exercising any and all rights ¢f the parties hereto
which are necessary or convenient for prospecting for, producing,
storing, allocating, and distributing the unitized substances are
hereby delegated to and shall be exercised by the Unit Operator as
herein »rovided. Acceptable evidence of title to said rights shall
be deposited with sald Unit Operator and, together with this agree-
ment, shall constitute and define the rights, privileges, and obli-
gations of Unit Operator. Nothing herein, however, shall be
construed to transfer title to any land or to any lease or operating
agreement, 1t being understood that under this agreement the Unit
Operator, in its capacity as Unit Operator, shall exercise the
rights of possession and use vested in the parties hereto only for
the purposes hereiln specified.

9. DRILLING TO DISCOVERY. Within 6 months after the effec-
tive date hereof, the Unit Operator shall begin to drill an adequate
test well at 2 loeation approved by the Supervisor 1L on Federal land
or by the Commissioner if on State land, unless on such effective
date a well is beilng drilled conformably with the terms hereof, and
thereafter continue such drilling diligently until the Devonian
formation has been tested or until at a lesser depth unitized sub-

stances shall be discovered which can be produced in paying quanti-

ties (to-wit: quantities sufficient to repay the costs of drilling,
and producing operations, with a reasonable profit) or the Unit
Operator shall at any time establlsh to the satisfaction of the
Supervisor if on Federal land or of the Commissioner if on State
land, that further drilling of said well would be unwarranted or
impracticable, provided, however, that Unit Operator shall not in any
event be required to drill said well to a depth in excess of 13,700
feet. Until the discovery of a deposit of unitized substances capa-
bie of becing produccd in paying quantities, the Unit Operator shall
continue drilling diligently one well at a time, allowing not more

than 6 months between the completion of one well and the beginning of




the next well, until a well capable of producing unitized substances
in paying quantities is completed to the satisfaction of said
Supervisor if on PFederal land or of the Commissioner if on State
land, or until it 1s reasonably proved that the unitized land is
incapable of producing unitized substances in paying quantities in
the formations drilled hereunder, Nothing in this section shall he
deemed to limit the right of the Unit Operator to resign as provided
in Section 5 hereof, or as requiring Unit Operator to commence or
continue any drilling during the period pending such resignation
becoming effective 1n order to comply with the requirements of this
section. The Director and the Commissioner may modify the drilling
requirements of this section by granting reasonable extensions of
tine when, 1in theilr opinion, such action is warranted.

Upon failure to comply with the drilling provisions of this
szction, the Director and the Commissioner may, after reasonable

notice to the Unit Operator, and each working interest owner, lessee,

and lessor at their last known addresses, declare this unit agreement

terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6
months after completion of a well capable of producing unitized sub-
stances in paying quantities, the Unit Operator shall submit for the
approval of the Supervisor and the Commissioner an acceptable plan of
development and operation for the unitized land which, when approved
by the Supervisor and the Commissioner, shall constitute the further
drilling and operating obligations of the Unit Operator under this
agreement for the period specifiec therein. Thereafter, from time to
time before the expiration of any existing plan, the Unit Operator
shall submit for the approval of the Supervisor and the Commissioner
a plan for an additional specified period for the development anad
operation of the unitized land. Any plan submitted pursuant to this
sect.on shall provide for the exploration of the unitized area and
for the diligent drilling necessary for determination of the area

or areas thereof capable of producing unitized substances in paying

quantlities in each and every productive formation and shall be as




complete and adequate as the Supervisor and the Commissioner may de-
termine to be necessary for timely development and nroper conserva-
tion of the o1l and gas resources of the unitized area and shalil

(a) specify the number and locations of any wells to be
drilled and the proposed order and time for such drilling; and

(b) to the extent mmants~=va- o 10 Lne operauingrbractices
regarded as necessary and advisable for proper conservation of
natural resources. Separate plans may be submitted for separate
productive zones, subject to the approval of the Supervisor and the
Commissioner. Sald pian or plans shall be modified or supplemented
when necessary to meet changed conditions or to protect the interests
of all parties to this agreement. Reasonable diligence shall be
exercised in complying with the obligations of the approved plan of
development. The Supervisor and the Commissioner are authorized to
grant a reasonable extension of the 6-month périod herein prescribed
for submission of an initial plan of development where such action
is Justified because of unusual conditions or circumstances. After
compleivion nereunder of a well capable of producing any unitized
substance in paying quantities, no further wells, except such as may
be necessary to afford protection against operations not under this
agreement or such as may be specifiecally ~2==1535d Uy vae dupervisor
and the Commissioner, shall b2 drilled except in accordance with a
plan of development approved as herein provided.

11. PARTICIPATTON ARTER DISCOVERY, Upcn complction of a well
capable of producing unitized substances in paying quantities or as
soon thereafter as required by the Supervisor or the Commissioner,
the Unlt Operator shall submit for approval by the Director and the
Commissioner a schedule, based on subdlvisions of the public-land
survey or aliquot parts thereof as to Federal land, and, as to non-
Federal lands, based upon appropriate computations from the courses
and distances shown on the last approved public-land survey as of
the ettective date of the initlal participating area, of all unitized
land then regarded as reasonably proved to be productive of unitized

substances 1in paying quantities; all lands in sald schedule on
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approval of the Director and the Commissioner to constitute a parti-
cilpating area, effective as of the date of completion of such well
or the effective date of the unit agreement, (.ichevcr is later.

The acreages of both Pederal and non-Federal lands shall be based
unan ennwan—? -0 capuuvacriuns Lrom tne courses and distances shown
on the last approved public-land survey as of the effective date of
the initial participating area. Sald schedule also shall set forth
the percentage of unitized substances to be allocated as herein
provided to each unitized tract in the participating area so
established, and shall govern the allocation of production from and

after the date the participating area becomes effective. A separate

participating area shall be established in like manner for each
geparate pool or deposit of unitized substances or for any group
thereof produced as a single pool or zone, and any two or more par-
ticipating areas so establiished may he combinc > one with the
consent of the owners of all working interests 1n the lands within
the participating areas so to be combined, on approval of the
virector and the Commissioner. The participating area or areas so
established shall be revised from time to time, subjJect to like
approval. whenawer such 2o{i00 dppsdicd propecr as a result of further
drilling operations or otherwise, to include additional land then
regarded as reasonably proved to be productive in paying quantities,
or to exclude land then regarded as reasonably proved not to be
nroduective in iy an 3 £ aliocation
shall also be revised accordingly. The effective date of any revi-
sion shall be the first of the month in which is obtained the knowl-
edge or information on which such revision 1s predicated, provided,
Fowever, that a more appropriate effective date may be used if
Justified by the Unit Operatur and approved by the Director and the
Commlssioner, No land shall be excluded from a participating area
on account of depletion of the unitized substances.

It is the intent of this section that a participating area
shall represent the area known or reasonably estimated to be produc-

tive 1In paying quantities; buv, © : any revision of the




participating area, nothing herein contained shall be construed as

requiring any retroactive adjustment for production obtained prior
te the cffective date of the revision of ine participating area.

In the absence of agreement at any time between the Unit
Operator and the Director and the Commissioner as to the proper
definition or redefinition of a participating area, or until a par-
ticipating area has, or areas have, been established as provided
herein, the portion of all payments affected thereby may be impounded
in a manner mutually acceptable to the owners of working interests,
except royalties due the United States and the State of New Mexico,
which shall be determined by the Spervisor for Federal lands and
the Commissioner as to State lands, respectively, and the amount
thereof deposited, as directed by the Supervisor and the Commissioner,
respectively, to be held as unearned money until a participating aiea
is finally approved and then applied as earned or returned in accord-
ance with a determination of the sum due as Federal and State royalty
on the basls of such approved participating area.

Whenever 1t is determined, subject to the approval of the
Supervisor as to wells on Federal land and the Commissioner as to
wells on State land, that a well drilled under this agreement 1s not
capable of production in paying quantities and inclusion of the land
on which it is situated in a participating area is unwarranted, pro-
duction from such well shall, for the purposes of settlement among
a1l parties other inan working interest owners, be allocated to the
land on which the well 1s located so long as such land 1is not within

a participating area established for the pool or deposit from which

such production is obtained. Settlement for working interest benefits

from such a well shall be made as provided in the unit operating
agreement.

12, ALLOCATION OF PRODUCTION. All unitized substances pro-
duced from each participating area established under this agreement,
except any part thereof used in conformity with good operating prac-
tices within the unitized area for drilling, operating, camp and

other production or development purposes, for repressuring or
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recycling 1, accordance with a plan of development approved by the

Supervisor and the Commissioner, or unavoidably lost, shall be deemed

to be produced equaily on an acreage basis trom the several tracts of
unitized land of the participating area established for such produc-
tion and, tor the purpose or determining any benefits acceruing under
this agreement, each such tract of unitized land shall have allocated
to 1t such percentage of said production as the number of acres of
such tract included in said participating area bears to the total
acres of unitized land in said participating area, except that allo-

cation of production hereunder for purposes other than for settlement
of the royalty, overriding royalty, or payment out of production
obligations of the respective working interest owners, shall be on
the basis prescribed in the unit operating agreement whether in con-
formity with the basis of allocation herein set forth or otherwise.

i It is hereby agreed that productlon cof unitized substances from a

; participating area shall be allocated as provided herein regardless
of whether any wells are drilled on any particular part or tract of
? sald participating area. If any gas produced from one participating
: area 18 used for repressuring or recycling purposes in another par-
ticipating area, the first gas withdrawn from such last-mentioned
particlpating area for sale during the life of this agreement shall
belconsidered to be the gas so transferred until an amount equal to
that transferred shall be so produced for sale and such gas shall be
aliocated to the participating area from which initially produced as
constituted at the time of such final production.

13. DEVELOPMENT CR OPERATION OF NON-PARTICIPATING LAND OR
FORMATIONS. Any party hereto owning or controlling the working
interest in any unitized land having thereon a regular well location
may with the approval of the Supervisor if on Federal land or of the
Commissioner if on State land, at such party's sole risk, costs, and
expense, drill a well to test any formation for which a participating
area has not been established or to test any formation for which a
participating arca has been established if such location is not with-
in said participating area, unless within SO days of receipt of notice
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from said party of his intention to drill the well the Unit Operator
elects and commences to drill such a well in like manner as other

e Ao

\ Unit Operaior under this agreement.

If any well drilled as aforesaid by a working interest owner

results in production such that the land upon which it is situated
may properly be included in a participating area, such participating
area shall be established or enlarged as provided in this agreement
and the well shall thereafter be operated by the Unit Operator in
accordance with the terms of this agreement and the unit operating
agreement,

If any well drilled as aforesaid by a working interest owner
obtains production in quantities insufficlent to Jjustify the inclu-
sion in a participating area of the land upon which such well is
situated, such well may be operated and produced by the party drill-

I PP

ing the same subject to the conservatlon requirements of this agree-

ment. The royalties 1n amount or value of production from any such

£ P o g et

well shall be pald as specified in the underlying lease and agree-
menta affected.

14. ROYALTY SETTLEMENT. The United States and any State and
all royalty owners who, under existing contract, are entitled to take
in kind a share of the substances now unitized hereunder produced from
any tract, shall hereafter be entitled to the right to take in kind
their share of the unitized substances allocated to such tract, and
Univ Operator, or in case of the operation of a well by a working
interest owner as herein in special cases provided for, such working
interest owner, shall make deliveries of such royalty share taken in
kind in conformity with the applicable contracts, laws, and regula-
tions. Settlement for royalty interest not taken in kind shall be
made by working interest owners respcnsible therefor under existing

contracts, laws and regulations on or before the last day of each

month for unitized substances produced during the preceding calendar

month; provided, however, that nothing herein contalined shall operate

to relieve the lessees of any land from their respective lease obli-

gatlions for the payment of any royalties due under their leases.




If gas obtained from lands not subject to this agreement is
introduced into any participating area hereunder, for use in repres-
suring, stimulation of production, or increasing ultimate recovery,
which shall be in conformity with a plan first approved by the
Supervisor, the Commissioner and the Commission, a like amount of gas,
after settlement as herein provided for any gas transferred from any
other participating area and with due allowance for loss or depletion
from any cause, may be withdrawn from the formation into which the
gas was introduced, royalty free as to dry gas, but not as to the
products extracted therefrom; provided that such withdrawal shall be
at such time as may be provided 1n the plan of operations or as may
otherwise be consented to by the Supervisor, the Commissioner and the
Commission, as conforming to good petroleum englneering practice; and
provided further, that such right of withdrawal shall terminate on
the termination of this unit agreement.

Royalty due the United States shall be computed as provided
in the operating regulations and paid in value or dellvered in kind

L unltised substanses on the Lasis of The amounts thereof
allocated to unitized Federal land as provided herein at the rates
specified in the respective Federal leases, or at such lower rate
or rates as may be suthorized by law or regulation; provided, that
for leases on which the royalty rate deper.ds on the dally average
procduction per well, said average production shall be determined in
accordance with the operating regulations as though each participat-
ing area were a single consolidated lease. Royalty due on account
of State land shall be computed and paid on the basis of all unitized
substances allocated to such lands,

15. RENTAL SETTLEMENT. Rental or minimum royaltles due on
leases committed hereto shall be paid by working interest owners
responsible therefor under existing contracts, laws, and regulations,

provided that nothing herein contained shall operate to relieve the

lceoeecs ¢of any land from thelr respeciive lease obligations for the

payment of any rental or minimum royalty in lieu thereof due under

theilr leases. Rental or minimum royalty for lands of the United
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States subject to thls agreement shall be paid at the rate specified

in the respective leases from the United States unless such rental
or minimum rog~}ty is waived, suapended, or reduced by law or by
approval of the Secretary or his duly authorized representative.

Rentals on State of New Mexico land subject to this agreement
shall be paid at the rates specified in the respective leases.

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

17. DRAINAGE. The Unit Operator shall take appropriate and
adequate measures to prevent drainage of unitized substances from
unitized land by wells on land not subject to thls agreement, or
purguant to applicable regulations pay a falr and reasonable com-
pensatory royalty as determined by ﬁhe Supervisor for Federal lands
or as approved by the Commissioner for State lands.

18. LEASES AND CONTRACTS CONFCRMED AND EXTENDED. The terms.
conditions, and provisions of all leases, subleases, and other con-
tracts relating to exploration, drilling, development, or operation
for oll or gas of lands committed to this agreement are hereby
expressly modifled and amended to the extent necessary to make the
same conform to the provisions hereof, but otherwise to remain in
full force and effect; and the parties hereto hereby consent that

leases and the Commissioner as to State
leases, shall and each by hls approval hereof, or by the approval
hereof by his duly authorized representative, does hereby establish,
alter, change, or revoke the drilling, producing, rental, minimum
royalty, and royalty requirements of Federal and State leases com-
mitted hereto and the regulations in respect thereto to conform
sald requirements to the provisions of this agreement, and, without
limiting the generality of the foregoing, all leaseg, subleases,
and contracts are particularly medified in accordance with the

following:

(a) The development and operation of lands subject to this
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agreement under the terms hereof shall be deemed full performance of
all obligations for development and operation with respect to each
and cvery part or separately cowned tract subject tc this agreemens,
regardlesa of whather thers ig any developmeni of any pariicular part
or tract of the unit area, notwithstanding anything to the contrary
in any lease, operating agreement or other contract by and between
the parties hereto, or their respective predecessors in interest, or
any of them.

(b) Drilling and producing operations performed hereunder
upon any tract of unitized lands will be accepted and deemed to be
performed upon and for the benefit of each and every tract of
unitized land, and no lease shall be deemed to expire by reason of
failure to drill or produce wells situated on the land therein
embraced.

(e)
unitized lands pursuant to direction or consent of the Secretary and

2

spengion of Arilling or producing operations on all

the Ccmmissioner, or their duly authorized representatives, shall be
deemed to constitute such suspension pursuant to such direction or W
consent as to each and every tract of unitized land.

(4) (Omitted)

(e) Any Federal lease for a fixed term of twenty (20) years
or any renewal thereof or any part of such lease which is made sub-
Ject to this agreement shall continue in force beyond the term pro-

committed hereto shall continue in force beyond the term so provided
therein or by law as to the land cormitted so long as such lease
remains subject hereto, provided that production ig had in paying
quantities under this unit agreement prior to the expiration date of
the term of such lease, or in the event actual drilling operations
are commenced on unitized land, in accordance with the provisions of
this agreement, prior to the end of the primary term of such lease
and are belng diligently prosecuted at that time, such lease shall
be extended for two years and so long thereafter as oll or gas 1is
produced in paying quantities in accordance with the provisions of

the Mineral Leasing Act Revision of 1960.
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(f) Each sublease or contract relating to the operation and

development of unitized substances from lands of the United States

commivtited Lo this agreemeni, which by its terms would expire prior to

Lite Llwe al wiiicn vie underliying iease, as extended by the immediately

preceding paragrsph, will expire, is hereby extended beyond any such

teni so provided therein so that it shall be continued in full force

and effect for and during the term of the underlying lease &s such

term is herein extended.

(g) The segregation of any Federal lease committed to this
agreement 1s governed by the following provision in the fourth para-

graph of Sec. 17(J) of the Act, as amended by the Act of Sept. 2,

1960 (74 Stat. 781, 784): "Any (Federal) lease heretofore or here-

after committed to any such (unit) plan embracing lands that are in

part within and in part outside of the area covered by any such plan

shall be segregated into separate leases as to the lands committed

g et v

and the lands not committed as of the effective date of unitization:

Provided, however, That any such lease as to the nonunitized portion

A SE AY _ RN

shall continue in force and effect for the term thereof but for not
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thereafter as oil or gas is produced in paying quantities."

(h) Any lease, sublease or contract embracing lands of the

State of New Mexico which is made subject to this agreement shall

continue in force beyond the term provided therein as to the lands

commuitled hereto until the termination hereof.

(1) Any lease, other than a Federal lease, having only a

portion of its lands commltted hereto shall be segregated as to the

portion committed and the portion not committed, and the provislons
of such lease shall apply separately to such segregated portions

commencing as of the effective date hereof. In the event any such
lease provides for a lump-sum rental payment, such payment shall be
prorated between the portions so segregated in proportion to the

acreage of the respective tracts. Provided, however, notwithstand-
ing any of the pravisions of thig agreement to the contrary,

lease embracing lands of the State of New Mexlico having only a
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FROVIDED FURTHER, that any lease embracing lands of the State of New ;;‘L"A

Maxico Maving only a portica of its land committed hereto which is in its
extended term by resscs of production of 0il and gas, or either of them, on
any portion of the lands embraced therein, shall contimue in full force and
effect as to all of the lands embraced therein both within end without the
waid exen 2o lams D CiL «ad gas, Or €1UDAr of them, is being produced in

Paying quentities, according to the terws and provisions of such lease.

*2
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portion of its lands committed hereto shall continue in full force

and effect beyond the term provided therein as to all lands embraced

in such lease, 1f 01l and gas, or either of them; are bheing produced

in paying quantities from some part of the lands embraced in such
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at the expiration of the secondary term, the lessee or the Unit
Operator is then engaged in bona fide drilling or reworking opera-
tions on some part of the lands embraced in such lease or applicable
shut-in gas royalty is paid in accordance with the terms of such
lease, the same as to all lands embraced therein shall remain in
full force and effect s0 long as such operations are being diligently
prosecuted, and if they result in the production of oil and gas, or
either of them, said lease shall continue in full force and effect
as to a2l1l of the lands embriced therein sc long thereafter as oil
and gas, or elther of them, in paying quantities are being produced
from any portion of said lands.‘ﬁdJiﬁx

19. COVENANTS RUN WITH LAND. The covenants herein shall be
construed to be covenants running with the land with respect to the
interest of the parties hereto and thelr successors in interest
until this agreemant terminates. and anv grant. transfer. or convev-
ance, of interest in land or leases subject hcreto shall be and hereby
1s conditioned upon the assumption of all privileges and obligations
hereunder by the grantee, transferee, or other successor in interest.
No assignment or transfer of any working interest; royalty,; or other
interest suhject hereto shall be binding upon Unit Operator until
the first day of the calendar month after Unit Operator is furnished
with the original, photostatic, or certified copy of the instrument
of transfer.

20, EFFECTIVE DATE AND TERM. This agreement shall become
effective upon approval by the Director and the Commlssloner, or
their duly authorized representatives, as of the datce of approval by
the Director, and shall terminate five (5) years from said effective

dnte unless

(a) such date of expiration is extended by the Director and




the Commissioner; or

()

the fixed term or anv extension thereof that the unitized lang is

it is reasonably determined prior to the expiration of

incapable of production of unitized substances i1n paying quantities

in the formations tested hereunder and after nokina A# Iniombi-- Lo

terminate the agreement on such ground is given by the Unit Operator

to all parties in interest at their last known addresses, the agree-

ment is terminated with the approval of the Director and the

Commissioner; or

(c) a valuvable discovery of unitized substances has been

made on unitized land during said initial term or any extension

thereof, in which event the agreement shall remain in effect for

such term and so0 long as unitlized substances can be produced in

paying quantities, i.e., in this particular instance in quantities

sufficient to pay for the cost of producing same from wells on

P XRARK s 4

unitized land within any participating area established hereunder

and, should protiuction cease, 80 long thereafter as diligent opera-

tions are in progress ror the restoration of production or discovery

ST PR

of new production and so long thereafter as the unitized substances
- ' _ : can be produced as aforesaid; or
‘ (d) 1t is terminated as heretofore provided in this agree-
nment.
This agreement may be terminated at any time by not less thar
f 75 per centum, on an acreage basis. of the owners of working interecastcs
signatory hereto, with the approval of the Director and the
Commlissioner; notice of any such approval to be given by the Unit
Operator to all parties hereto.
21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The
Director is hereby vested with authority to alter or mocdify from
time to time in his discretion the quantlity and rate of production
under this agreement when such quantity and rate is not fixed pur-
suant to Federal or State law or does not conform to any state—wide
veluntary conservation or allocation program, which 1s established,
recognized, and generally adhered to by the majority of operators

in such State, such authority being hereby limited to alteration or
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modification in the public interest, the purpose thereof and the
publiz interest to be served thereby to be stated in the order of
alteration or modification. Without regard to the foregoing, the
Director 1s also hereby vested with authority to alter or modify from
vizs to ¢ima 4dn hia diseretion the rate of prospecting and develop-
ment and the quantity and rate of production under this agreement
when such alteration or modification 18 in the interest of attaining
the conservation objectives stated in this agreement and is not in
violation of any applicable Federal or State law. It is agreed
further that no such alteration or modifications shall be effective
as to any land of the State of New Mexico as to the rate of pros-
pecting and development in the absence of the specific written
approval thereof by the Commissioner and as to the quantity and rate
of production in the absence of specific approval thereof by the
Commission.

Powers in this section vested in the Director shall only be
exercised after notice to Unit Operator and opportunity for hearing
to be held not less than 15 days from notice.

22, CONFLICT OF SUPERVISION. Neither the Unit Operator nor
the working interest owners nor any of them shall be subject to any
forfelture, termination or expiration of any rights hereunder or
under any leases or contracts subject hereto, or to any penalty or
liability on account of delay or failure in whole or in part to com-
ply with any applicable provision thereof to the extent that the
sald Unit Cperator, working interest owners or any of them are
hindered, delayed or prevented from complying therewith by reason
of fallure of the Unit Operator to obtain, 1n the exercise of due
diligence, the concurrence of proper representatives of the United
States and of the State of New Mexico in and about any matters or
things concerning which 1t is required herein that such concurrence
be obtained.

23. APPEARANCES. Unit Operator shall, after notice to other
parties affected, have the right to appear for and on behalf of any
and all Iinterests affected hereby before the Department of the

Interior, the Commissioner of Public Lands and the New Mexico 0il
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Conservation Commission, and to appeal from orders issued under the

regulations of sald Department, the said Commissioner or the said
Commission, or to apply for relief from any of sald regulatiosns or
in any proceedings relative to operations before the Department of the
Interior, the said Commissioner or the sald Commission, or any other
iegally cdnstituted authority; provided, however, that any other
interested party shall also have the right at his own expense to be
heard in any such proceeding.

24, NOTICES. All notices, demands or statements required
hereunder to be given or rendered to the parties hereto shall be

deemed fully given 1f given in writing and personally delivered to

b
the party or sent/gostpaid reglistered mail, addressed to such party

or parties at their respectlive addresses set forth in connection
with the slgnatures hereto or to the ratification or consent hereof
or to such other address as any such party may have furnished in
writing to party sending the notice, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS. Nathine 4n thiz sgresaent
contalned shall Le construed as a waiver by any party hereto of the
right to assert any legal or constitutional right or defense as to
the velildity or invalidity of any law of the State wherein said
unitized lands are located, or of the United States, or regulatlions
issued thereunder in any way affecting such party, or as a waiver by
any such party of any right beyond his or its authority to waive.

26. UNAVOIDABLE DELAY., All obligations under this agreement
requiring the Unit Operator to commence or continue drilling or to
operate on or produce unitized substances from any of the lands cov-
ered by this agreement shall be suspended while, but only so long as,
the Unit Operator desplte the exercise of due care and diligence 1s
prevented from complying with such obligations, in whole or 1in part,
by strikes, acts of God, Federal, State, or municipal law or agencies,
unavoidable accidents; uncontrollabhle de in ansporcaivivn, ina-
bility to obtain necessary materials in open market, or other matters
beyond the reasonable control of the Unit Operator whether similar to

matters hereln enumerated or not.
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27. PAIR EMPLOYMENT. In connection with the performance of
work under this agreement, the operator agrees not to discriminate
against any employee or applicant for employment because of race,

reiigion, color, or national origin. The aforesaid provision shall

include, but not be limited ten; the fo
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sing: employuent, upgrading,
demotion, or transfer; recruitment or recruitment advertising, lay-
off or termination; rates of pay or other forms of compensation; and
gelection for training, including apprenticeship. The operator
agrees to post hereafter in consﬁicuous places, avallable for
employees and applicants for employment, notices to be provided by
the contracting officer setting forth the provisions of the non-
discrimination clause.

The operator agrees to insert the fcregoing provisions in all
subcontracts hereunder, except subcontracts for standard commercial
supplies or raw materials.

28. LOSS OF TITLE. In the event title to any interest in
any tract of unitized land shall fail and the true owner cannot be
induced to Join in this unit agreement, such interest in such tract
shall be automatically regarded as not committed hereto and there
shall be such readjustment of future costs and benefits as may be
required on account of the loss of such title. In the event of a
dispute as to title as to any royalty, working interest, or other
interests subject thereto, payment or delivery on account thereof
may be withheld without 1liability for interest until the dispute 1s
finally settled; provided, that, as to Federal and State land or
leases, no payments of funds due the Unlted States or the State of
New Mexico should be withheld, but such funds of the United States
shall be deposited as directed by the Supervisor and such funds of
the State shall be deposited as directed by the Commissioner, to be
held as unearned money pending final gettlement of the title dispute,
and then applied as earned or rveturned 1n accordance with such final
settlement,

Unit Operator as such is relleved from any responsibility

for any defect or faillure of any title hereunder.
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29. NON JOINDER AND SUBSEQUENT JOINDER. If the owner of any

substantial interest in a tract within the unit area fails or refuses

to subscribe or consent to this agreement, the owner of the working

Interest in that tract may withdraw sald tract from this agreement
by written notice to the Direator; the Commissicner, aud ine Unit
Operator prior to the approval of this agreement by the Director.
Any oil or gas interests in lands within the unit area not committed
hereto prior to submission of this agreement for final approval may
thereafter be committed hereto by the owner or owners thereof sub-
scribing or consenting to this agreement, and, if the interest is a
working interest, by the owner of such interest also subscribing to
the unit operating agreement. After operations are commenced here-
under, the right of subsequent Jjoinder, as provided in this section,
by a working interest owner 1s subject to such requirement or
approvals, 1if any, pertaining to such joinder, as may be provided
for in the unit operating agreement. After final approval hereof
Joinder by a non-working interest owner must be consented to in
writing by the working interest owner committed hereto and respon-
sible for the payment of any benefits that may acerue hereunder in
behalf of such non-working interest. Joinder by any owner of a
non-working interest, at any time, must be accompanied by appropriate
Joinder by the owner of the corresponding working interest in order
for the interest to be regarded as effectively commltted hereto.
Joinder to the unit agreement by a working interest owner, at any
time, must be accompanied by appropriate Joinder to the unlt oper-
ating agreement, 1i1f more than one committed working interest owner
is involved, in order for the interest to be regarded as effectively
committed to this unit agreement. Except as may otherwise herein

be provided subsequent joinders to this agreement shall be effective
as of the first day of the month following the filing with the
Supervisor, the Commissioner and the Commission, of duly executed
counterparts of all or any papers necessary to establish effective
commitment of any tract to this agreement unless objection to such

Joinder is duly made within 60 days by the Director, the
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Commissioner, or the Commission,

30. COUNTERPARTS. This agreement may be executed in any
number of counterparts no one of which needs to be executed by all
parties or may be ratificd or cousented to by separate instrument
in writlnsz specifically referring hereto and shall be binding upon
all those parties who have executed such a counterpart, ratifica-
tion, or consent hereto with the same force and effect as if all
such parties had signed the same document and regardless of whether
or not it is executed by all other parties owning or claiming an
interest in the lands within the above described unit area.

31. SURRENDER. Ncthing in this agreement shall prohibit
the exercise by any working interest owner of the right to surrender
vested 1n such party in any lease, sublease, or operating agreement
as to all or any part of the lands covered thereby, provided that
each party who will or might acquire such working interest by such
surrender or by forfeiture as hereafter set forth, is bound by the
terms of this agreement: provided; however, that no land inciuded
in this unit which 1s embraced in a State of New Mexico lease shall
be surrendered to the State so long as this agreement is in effect.

If as a result of any such surrender, the working interest
rights as to such lands become vested in any party other than the
fee owner of the unitized substances, said party shall forfelt such
rights and no further benefits from operation hereunder as to said
land shall accrue to such party, unless within ninety (90) days
thereaZter said party shall execute this agreement and the unit
operating agreement as to the working interest acquired through such
surrender, effa2ctive as though such land had remained continuously
subject to this agreement and the unit operating agreement. And in
the event such agreements are not so executed, the party next in the
chaln of title shall be and become the owner of such working interest
at the end of such ninety {(00) day perisd, with the same force and
effect as though such working interest had been surrendered to such
party.

If ag the result of any such surrender or forfeiture the
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working interest rights as to such lands become vested in the fee
owner of the unitized substances, such owner may:

(1) Exeeute this sgreement and the unit operaiving agreement
as a working interest owner, effective as though such land had
remalned continuously subject to this agreement and the unit operat-
ing agreement.

(2) Again lease such lands but only under the condition that
the holder of such lease shall within thirty (30) days after such
lands are so leased execute this agreement and the unit operating
agreement as to each participating area theretofore established
hereunder, effective as though such land had remained continuocusly
subject to this agreement and the unit operating agreement.

(3) Onerate or provide for the operation of such land
independently of this agreement as to any part thereof or any oil
or gas deposits therein iU then inciuded within a participating
area.

Tf the fea auman of the unitised anhstenzss QCT5 B0V SASGuLe
this agrecment and the unit operating agreement as a working interest
owner or agaln lease such lands as above provided with respect to
each existing participating area, within six (6) months after any
such surrender or forfeiture, such fee owner shall be deemed to have
walved the right to execute the unit operating agreement or lease
such lands as to each such participating area, and to have agreed,
in consideration for the compensation hereinafter provided, that
operations hereunder as to any such participating area or areas
ghall not be affected by such surrender.

For any period the working interest in any lands are not
expressly commlitted to the unit operating agreement as the result
of any such surrender or forfeiture, the benefits and obligations
of operations accruing to such lands under this agreement and the
mit o

¥ the remainlng owners or
unitized working interests in accordance with their respective
participating working interest ownerships in any such participating

area or areas, and such owners of working interests shall compensate




the fee owner of unitized substances in such lands by paying sums
equal to the rentals, minimum royalties, and royalties applicable to
such lands under the lease in effect when the lands were unitized,
as to such participating area or areas.

Upon commitment of a working interest to this agreement and
the unit operating agreement as provided in this section, an appro-
priate accounting and settlement shall be made, to reflect the
retroactive effect of the commitment, for all benefits accruing to
or payments and expenditures made or incurred on behalf of such
surrendered working interest during the period between the date of
surrender and the date of recommitment, and payment of any moneys
fourd to be owing by such an accounting shall be made as between the
parties then signatory to the unit operating agreement and this
agreement within thirty (30) days after the recommitment. The right
o
as a working interest owner by reason of a surrender or forfeiture

- -

as provided in this section shall not he dafeatad hy tha nonaxietonce
of a unit operating agreement and in the event no unit operating
sgreement 1s in existence and a mutually acceptable agreement between
the proper partics thereto cannot be consummated, the Supervisor may
prescribe such‘reasonable'and equicable agreement as he deems
warranted under the circumstances.

Nothing in this section shall be deemed to 1limit the rigzht of
joinder or subsequent Joinder to this agreement as provided elsewhere
in this agreement. The exercise of any right vested 1in a working
interest owner to reassign such working interest to the party from
whom obtained shall be subject to the same conditions as set forth
in this section in regard to the exerclse of a right to surrender.

IN WITNESS WHEREOF, the parties hereto have caused this _ B

agreement to be executed and have set opposite their respective™  —————

riames the date of exe

—=1
UNIT OPERATOR AND WORKING INTEREST OWNER APPPOVED
Date: JAN 24 1961

SINCLAIR OIL & GAS COMPANY
ATTEST: /

<T”mj 3'_—‘ .\’\ 7 ! 'l | B& %u// ” /(gf/i _,— ~(*7';’1‘-;,'/j’ o
b RN iy e

\k ) N
Assistant Seeretary Vice Presldent
Address: P.\O. Box 1470, Midland, Texas

~-28..




OTHER WORKING INTEREST OWNERS
Date:

Bert Aston

Address:

Date:

Address:

Date: FAIR OIL COMPANY
By

Address:

SUNRAY MID-CONTINENT OIL COMPANY

By

President

Secretary

HUMBLE OIL & REFINING COMPANY

President

Secretary
Address:

Date:

A. Yeager

Address:

Date:

M. Armstrong

Address:

Date:

T. McLaughlin
Address:

COSDEN PEYROLEUM CORPORATION

By

President

Secretary
Address:




O S . L VIS ) JEp T PO

-

Date: SOCONY MOBIL OIL COMPANY
ATTEST:

By

President

Secretary

Adaress:

Date: SHELL OIL COMPANY
ATTEST:

By

President

Secretary

Address:

Date:

Address:

Date:

Address:

Date:

Address:

STATE OF TEAAS j
COUNTY OF MIDLAND )
The foregoing instrument was acknowledged before me this
ggg:ééaay of January, 1961, by R. L. ELSTON, Vice President of
SINCLAIR OIL & GAS COMPANY, a Maine corporation.

My commission expilres Notary Public in and for
June 1, 1961. Midland County, Texas
STATE OF z

COUNTY OF )

The foregoing instrument was acknowledged before me this

____day of , 1961, by
and » his wife.
My commisslon expires: Notary Public in and for
County,




STATE OF )

COUNTY OF S

The foregoing instrument was acknowlz=dged before me
this _____dayof __ ~ _, 1961, by
President of

a corporation, on behalf of said corporatiocn.

. My commission expires: Notary Public in and for
: County,
i STATE OF 2
; COUNTY OF )
% The foregoing instrument was acknowledged before me this
i
i ___ day of , 1961, by s
] President of ,
g a corporation, on behalf of said corporation.
)
!
E My commiasion exniras: Motery Public In and for
H] County,
, :
&)’;h . i
" ‘ . STATE OF )

COUNTY OF 3

The foregoing instrument was achknowledged before me this

L RN R

day of s, 1961, hry

. : and » his wife,

My commission expires: Notary Public in and for
County,

STATE OF J

COUNTY OF )

The foregoing instrument was acknowledged before me this

___ day of , 1961, by
and , 1118 ware,
My commission expires: Notary Public in and for

County,
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3 Sec. T
3, |

: Lotse 1, 2,
t, Bf2 Wf2, Bf2

~Serial Number
Tract Descrription of Number of and Expiration Basic Royalty Orerriding royalty Working Interest
No. land Acres Date of leags and Percentage lesgsee of Record and percentage and percentage
FEDERAL LAND Lag Cruces Serials _
1 Sec. 3: lots 1, 2, 3, 020426-A U. 8. ALl Sinclair 01l & R, A. Shugart 2%; Higgins Trust, Sinclair 0il & Gas
b, 3/2 Rf2 2-1-69 Gas Company Inc., 1.5%; Selma E, Andrews Company - 100%
gec. 4: Lots 1, 2, 53.705% of 1.5%, Albuquerque Netional
s/2 ¥E/L, SE/4 639.56 Bank, Testamentary Trustee of Frank
A, Andrews, deceased, 46.295% of 1.5%;
Lillie M. Adams .5%; Eulelie Mav
S:inebaugh .5%; Willie Oplc mam .5%;
{ J. Louis Keel, Jr., .16-2/3%; Merion
Keel Norton .16-2/3%; Ruth Keel Joyce
.16-2/3%; Sebine Royalty Corporation
.5%; Della West Decker 3/8 of 14%;
William H. Eyssen, Jr., 3/8 of 1%
Caroline Kuehna, 1/8 of 1%;
Catherine Kuehna, 1/8 of 1%.
2 Sec. 3: 8/2 0294268 U. S. Al Repollo 01l . Della West Decker, 3/8 of 1% Sinclair Cil & Gas
Sec. 4: Lots 3, U4, 3-16-61 Company W:lliam H. Eyssen, Jr. 3/8 of 1% Company ~ 100%
sf2 mifl, sWfb Carcline Kuehna, 1/8 of 1%
Sec. 9: A1l Catherine Kuehna, 1/8 of 1%
Sec. 10: A1l 1919.88

029435-A
10-1-54 HEP

U. S. AL Sinclair 011 &

606,92 Ges Compaay

S S S

N A e e T T AT A A A R LR iR Wik AR I Y

e TE I T S

Ruby Mellard .5%; J. Louis Keel, Jr.
1.5%; Marian Keel Norton 1.5%; Futh
Keel Joyce 1.5%; Higgins Trust, Inc.,
«5%; Pearl Carr 1%; Benedict Corpora-
tion .3%; P. Kenneth Wiseman, Trustee,
.075%; Robert B, Moran .075%; Dwight
Whiting .075%; Cornelius G. Willis
«25%; L. W. Wickes Agent Corp., .15%;
Jenet D, O'Neil and Phillip O'Neil,
Trustees, .075%.

Sineclair QiX & Gas
Company - 100%




gexrial Rumber

Tract Descrition of Number of and Expiration Basic Royalty Overriding royalty Working Interest
No. lad Acres Date of Lease and Percentage Lessee of Record wund percentage and percentage
4 3ec. 5: Lots H.s Nb Wb
b, s/2 §/2, 8/2 1885.0 029%435-B U. S. AllL Sinclair 01l & Mone Sinclair Oil & Gas
Jec. 6: lots 1,2,3,4, 11.22-61 Gas Compeny Company - 100%
5,6,7, SEf4 W[k,
s/2 Re/s, Ef2 sufk,
, SE/% |
re. 8! el
5  &Gec. 18: Lots 1, 2, 224,09 029548-A U. S. AL Sinclair 01l & Mazshall & Winstor, Inc., 3%; Sinclair 0il & Gas
i E/2 Kda/4, W/2 NE/4 9-1-69 Ges Company Iopald Winston, Trustee under the Company - 100%
¥ili of Francisca S. Winston 1%;
Tucile Hanecox, Exec, Estate of 7.
Barold Hancox, Deceased, .75%;
Mrs. C. A. Russell, .5%; Higgins
Trust, Inc., .5%; H. R. Moldenhcuer
.25%; Selme E. Andrews 53.705% of
1.5%; Albuquerque National Bank,
Testamentary Trustee of Frank A.
Andrews, Deceased, 46.295% of 1.5%
Date of Lease
6  Sec. 18: Ef2 NE/4 160.0 05h908 U. S. ALl Bert Aston 1/h 20% to Fair Foundation, R. W. Feir,  Bert Aston 1/b
Sec. 17: W/2 Wi/l 6-23-38 R. W. Pair 1/k Trustee, and Wilton Harold Fair, R. W. Fair /L
Fair 011 1/2 Successor Trustee. Fair 011  1/2
7  S=2c. 17: NEfY, Ef2 Nw/4 240.0 0lt9998-4 Ue S. ALl Sunray Mid-Continent  7-1/2% to V. L. Foster Sunray Mid-Continer:
( 6-9-38 011 Compeny 01l Company ~ 100%
7 Feleral tracts - 5675.45 acres - 92.2% of unit area,
STATE LAND
8  sec. 16: SB/b 160.0 B-2613 State of New  Humble 0il & None Humble 0il & Refining
3-10-34 .Mexico All Refining Company Company - 100%
See. 16: 8f2 Wi/h 80.0 B-3004 3tate of Humble 0il & None Humble 0il & Refinirg
6-11-34 New Mexico Refining Company Company - 100%
All

Page 2 of Exhibit B,

€ o e e et e v £ R s sy e e R A A SPRPRSEAALS R YR N S A R L S Il R riaMie B e D s

el




Serial Number
Tract Description of ¥umber of and Effective Basic Royalty Overriding royalty Working Interest
No. lard Acres Date of Lease and percentige Lessee of Record and percentage and percentage

10 Soc. 16: &m Nw/b, 160.0 B-3105 State of New  W. A. Yeager None W. A. Yeager 1/k

V/2 NE, 7-10-34 Mexico - ALL  J, M. Armstrong J. M, Armstrong L1/k

C. T. McLaughlin C. T. McLaughlin 1/k
Cosden Petroleun Cosden Petroleum

Corporation Corporstion 1/4

11  Soc. 16: ¢E/4 NB/h 40.0 E-6015 State of Nes  Socony Mobil 0il None Socony Mobil 0il Compeny
2-11-52 Mexico - ALL  Company 100%

12  Sec. 16: 1E/h NE/4 4c.0 B-8095 State of Nevr  Shell 0il Company Alma Weish Mallison 1.875% Shell 0il Company 100%
4.10-39 " Mexico - AlL Dora M. Johmson .625%

5 State of New Mexico tracts - 480 acres - 7.9% of unit urea

TOTAL: 12 tracts - 6155.45 acres in entire unit area.

Page 3 of Exhibit B.
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Fran

with one weld ot oo d

the ycoposad vpd b U gy
dlgcovary wo bl of thi.
locxted £6G 10 o« bLog o
Eddy County, which ceompieles
sylvanian/ sand perfove’iong
treatment. On potential test
GOR 21,0807 . Gravity 519,
accomplished after the w211 d

water-tearing Pevenien dolenmi

well sre ss followg:

DST 418638105

DST g2 57589812

. § iy
i )
i 0 ¢ B i 3
LS .
! v Phunet o
b Peon Pa Puonan reld The
tho Oty Coroe Ty w0 Lynety A
LR, Siw el i b ovulhy Mange B vast,
Y o . H £ - . . . -
Jesmary b i¥ELL Ty Doeros Ulower epn

11,%62-11, 5827 after 1500  2]llons ac:d

the

well fio.ed 196 BD plus Lu(X MCFGPD.

FTP 7008 237 . Thias completion was

rill

te

b

g Lo o3 hotal depiti o 133500 An

Grill steri testy condusted on this

(Wolfcump) Tool ovwen 3 hrs-
Reverse circulstei 3007 U & GCM,
estimated to ce 55 cll, and 6!
salty sulphur watar. FP 13554,
210 SIF 298(0%,

(Cisco) Toui owen 2 . Reverse
circulated X bbl mud, and 3 bbl
salty suiihur woter. P 1825f. €0

z Il
SIP 35254,

{(Cisco) Teel ¢pen b hrs.  BReverse
civenlated YUl slightly zas cut mud
and receovered telow sub 30! gas cut
mud. FP ShEH, 208 3IP LhLS4.

Y - v
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DST #h 21,9770 .00 G35 (Haerowy Tool opcn 2 hoars; 26 min,
T T TGS 1y, wud da 20, distillate in

20" Aftee flovinge to pits 6" the
nell Crpesd LEC b 2o 3 Gas
volure §,0U0 MOEPD . Reverse circu-
lated & ¥, and rzcovered telow sub
6% digtillete, U1 19207.269C4, 21 ¢
S1r Lyiug.

DST #5 12,393-12,1h2'  (Chester-Upper Micrissippian) Teol
’ open 3 hours, Ligit blow of air 21M
and dicd, Closed tool and reopencd
with light blow for 7" and died. Re-
covered Luu' slightly ges cut mud.
FP 1625#-1715%.

DST #6 13,107-13,196' (Devonian) Tool open 3 hours. Rec-
overed 162¢' water blenket, 120!
drilling mud, and ¥61uL' very slizhtly
gas cut salt wate~. FP 75%4-LL3o#.
20" SIP 53954,

The #6 Lynch "A" produced 2¢; D plus L,778 HCFC during August, 1960,
to bring its total cumulative productiocn to 30,322 BED plus 9U2,58Y9 MCFG.
Two other uwells are listed in the Fren Pennsylvenian tield, the
Skelly #3 H. M. Dow "AM, O6U* ¥5L & 1%00" Thi of Sertion 18, Townahin
17 South, Range 31 East, and the Skeily #21 Dow "LY, 198u' ¥SL & 660!
FEL of Section 21, Township 17 South, Range 31 East. The last production
reported for the #21 Dow "B", hoiaver, is Janvary, 1553,
The nearest Devonian production to the pruposed vnit is found
in the Shell #1 Henshaw Daep Unit approximately 3 miles northwest in
Section 2L, Township 16 South, Renge 30 Tasi, which cumpleted duly 28,

1950, flowing 77 EOPD plus 3,U0U MCFGPD,

VERTICAL LIMITS OF PRUPOSED UNLT

N

Because shalloy producticn sxists on the propeosod unit te a
maximun depth of L30' below the top of the San Apdyecs dolonite, 1t is
0
¥
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of ths Cloricbs Ueor sranios g Jistingnlizhed dyor the overlying wite

to prey white fine crysta’lino Son Andres dolomite by & gray fine grained

send.

STRATICRAPEIC OO ,U‘h‘.

The strstigraphia colunn 48 expected tou te normal in the unit area
down thivough 8nd ineluefing the Ellenhurger dolemite. Following is a

1ist of the formations exbected and the epproximate dapth.

Restler annydrite L50°¢
Selado salt 60U
Tensill antydrite snd dolomite 16001
Yates sand 17007
Deven wavers Jdoiond e Lyw®
LJreen sang 27u0!
Graycurg dolomite 3125¢
Sen Andres dolemite 3450
Glorieta sand 5G00¢

~ddeek dolowiie 5100¢
tubo sand L2508
Tellerton doleniie € Lot
Ato sheale CQ0ut
Wolicamp limestors 8LOO?
Aen.*vlzanl“n ivestone 95631
issisaivpian lirostone 12,40 u?
Voodford shale 13,0200
3iuro Devonign delonibe 130G
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A2 sahouvn on Uxhid o't O, approximately 2757 of Bovonian olosure s
shown to le precens in the ares, In ganoeal he wilomic csnord.quulity
in the arce of tho progosed ol usg gacd o coor, Al lcops and eXe
isting well conirol =2 wilsd, rrd the dela &. o considered relisble.

This enomaly compsres very fzvorsbly with th: subsurface interpreta-
tion of the Andersen Ranch iield ten miles to ths northeast.

The down-to~ilw-south fault that is shoun just north of the arca
ip question ia due leprgsly o the wosult of addiiinel velocity conirol,
The throw on this fauit anvereges approximately 700°, and it is felt that
this lends to enhsnce the crospect. Approximately 633" of closure can
be shown against the downthrown side of this favlt, Assuming that migra-
tion in‘the Devondsen formation is sffectad to sone sxisont al least by
post-Missiasippisn tectonics, it appears that this fault might seyve as
a trap for Devonlan «il in addition to the structural tresoping that is
independent of the foulting.

In summary, 2 propozed test would be driiled on approsimetsly 2731

of strucinrzl closurs and on approximatzly 502° of cle

i

sury ggainst the

.

downthrown side of a fauil at Devenign deoth. There is dafinite structure

gl separation betussn the proposed unit test and the Sdinclair #58 Turnse

and the posgibility of additicnal ceparaeiicn by fovlting. Ths area is

high to the Skslly #0 Lyneh &%,
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Fennsylvanian "imel tone ot Y,

The nuse o Formsylvanion Yogalors produetien oeeurs
In g one well undesigasted U8 gen Foctl wrp wsinetoly 7 odles
enst In Jontion 22, Tounchic 77 Sonth, oo 32 Fost,

Pennsyivantzn (Moprron ) s YEOSeL T el

The pearest Morrox Sond proivctios T3 ipcnt=d lvmadiately
east and sculh of the cropoescd vt in Uz thwoc-uwsil Fren
Penncvlvanian rield,

Cllenburvger Dolenite Lu,l7s - LD,
The ncarcst blienburger prvdnciisn s ilocested approxi~

mately 7 :iles norin-northwest in the Li.tle Lucky Lake
i'ield.

The na‘lure of the reserveir development expected in each of the

seccndary otjective formations is primarily stretigraphic. As indi-

TR R MG B g

cated in the areas of produeciien listed slove »oresity development is

EE

limited and generally confined to locslized areas. Thz Morrow ssnds J
are known to be erraticly developed uvut appear to have moximum develop-
ment ¢n the flanks of d:ep structures. Only ths Devonian is expected

to te developed entirely as & structural trap.

Tue prupoged unii is situsted in an area naving deep muiti-pay

A LB e TS W B

prospects. The develcpment of these prospects is sxpecied to be ioth

e

1
|
CoNCLUSION i

structural and stratigraphic,; and the propossdé unit zrsa as conirolled
vy the Cisco structure map should offer favorable prospects for pro-
duction. If the unit provosal is granted, a well +ill be drilled in the
SE/L SW/L Section L, Township 17 South, Range 31 Erst, Eddy Couniy,

Hew Mexico for a 13,7ul' test of the Devenisn dolomite.
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It 4s our opinicn that the formalion i the Unit za outlired

will promote explaration, w31l causc an orderly developwant of the

gorrae involved uind theralore would tetiler saror vhe fntovesis ol

all concerned.
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OUTLINE OF PROPOSED KEEL DEEP UNIT

EXHIBIT # 2
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The Cisco hevlvoo, axhitvil 5, ahows o verevded broader featnre
than tho Devondon, b wop pesduetion fron 252 Pern jlvanion is of
a stratigrephic noturs. end often fovwnd on fha fianl-a o8 ouolh foatives
as the one in aueztlon; tlicrefers, it 18 rec:irosled tho L U propoori
unit cutline be rused ou the Yeocodsr Cleco may,

As indicsted earlier the shallow Porid o horizons are not be-
lieved to refiect dsep siructure in thiz wres of the frtasineTacoun:

trend and deep subsurfsce control is too spsrse to define locel closure,

FECSPECT IV wCONES OF iCDuCLION
fha proposed wlh axbioces an arco roing weltleopsy syvosnscds
extending from tlie lower San Andraes v &l ?1lcﬁ‘urgaﬁa The wrineory
objective of the initiel test and ione of erpecied [rociiy duvalepsont

are as follows:

Devonlen dolemite 13,1001..22, 50010
Obisctivas of censondery fnporlauce which ave regarded o2 having

favorable prospacts for production ara as foilcuss

Poddeske d0lonits Z,100%-5,300°8

Thie nearest Paddock preduction cconrs agproximataly
4 ulles southsast in the thrse-~woll Maljamiar Paddock Field.

Woifcamp limestons 8,400%-9,400}
Thz nsarsesth Wolfcemp productlon of consegunnes 3e

the fuderson Rench Fleld apvroximately 12 miles
northesst.
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It is our opinion that the formelion of the Unit as outline
will prowote explorsiion, wil) cozse an ordesly develorrent of tha
acreage involved snd therofore would better serve the interests of
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