CASE 2951: Application of SUNRAY DX
OIL CO. for approval of the HOPE UNIT
AGREEMENT, EDDY COUNTY, NEW MEXICO.
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MEMGRANDUM
FROM:____UNITS
10: LL DEPARTMENTS
SUBJECT:

STATE ACREAGE ELIMINATED:

NOVEMBER 10, 19&4

STATE :

3200.00 ACREAGE

ACREAGE

ELIMINATED

TOWNSHIP 18 SOUTH, RANGE 23 EAST

E/2, B/2W/2, su/4rwv/4,

TRACT NO. LEASE NO. SECTION DESCRIPTION
1 E~7867 16 NE/4, S/2
2 K-1426 16 NwW/4
5 E~7869 20 NE/4,8W/4, S/2NW/4
6 K~-1426 20 ~_.SE/4, N/2Nv/4
7 E-7870 21

) SW/4SW/4

8 K-2436 {21, Nw/aNw/4, NW/451/4
9 E-7871 28 s/2, s/2N/2, N/2NE
1¢ K-2436 28 N/2NW/4
11 B~7872 29 ALL
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FZBRUARY 25,

NOTICE OF ELIMINATICH DY COUTRACTICN COF ACREAGE IN TiE
HOPE UNIT AREA - EDDY COUNTY, XNIUW TEXICO
EFFECTIVE DATE:

REMAINING IN UNIT:

STATE
STATE

5TATE
STATE

TATE
STATE
STATE

19385

ACREAGS

|
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150.G60
400.00
240,00
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560.00
80.00
560,00
80.00
640,00

Y A—

P
/f'j(."ﬂ‘ { L

,m
N
TN

A
P4

—~,




Unit Name [OPE UNIT
Operator SUNRAY DX OIL COMPANY
County ._EDDY
DATE 0CC CASE 10, 2951 EFFECTIVE ™ TIUYAL SECREGATION
_APPROVED 0CC_ORDER_NO, R=2615 DATE ACRFAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
Commissioner: 0CC: 12-20-63 1-10-64 3822 .96 3822.96 -0~ -0~ -0- Yes Two years
1-10-64
UNTT AREA )
TCI5IP 18 SOQUTH, RANGE 23 ENAST, NEW MEXICO PAINCIPAL MERIDIAN _
” ¢
Sczction 16:° ALL AM\O
Section 19:7 ALL \ﬂ .
Section 20:/ ALY \ -~ v
Section 71:/ ALL N\ \A
Scction 28:7 ALL Tk 4
Section 29: ALL ¢




Unit Name

HOPE UMNIT

OmumH.QHOH. SUNRAY DX _OIL._COMPANY.

County EDDY
STATE LEASE INSTI~ RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC., TWP. RGE, SUBSECTION DATE "ACRES
; RATIFI: LESSEE
1 E-7867 c.5. 16 188 23E NE/4, S§/2 11-26-63 480,00 SUNRAY DX OIL COMPANY
2 K~1426 cC.S. 16 18S 23E NW/4 11-22~63 160,00 BELL PETROLLEUM COMPAN
3 E-7868 UNIV. 19 188 23E Lors 1,2,3,4, B/2W/2, SE/4
1(NW/4NW/4)2 (SW/4NW/4)3 (NW/48W/4)
4 (SW/48W/4) 11~26--63 462.96 SUNRAY DX OII COMPANY
4 K-941 UNIV. 19 18s 23E NE/4 12-11--63 160,00 SOUTHERN MIMERALS COR!
5 E-7869 UNIV. 20 18S 23E NE/4, SW/4, S/2NW/4 11-26--63 400.00 THE ATLANTIC REFINING
COMPANY
6 K-1426 UNIV. 20 18s 23E SE/4, N/28W/4 11-22-63 240,00 BELL PETROLLU:M COMPAN
7 E~7870 UNIV. 21 18s 23E E/2, E/2W/2, SW/4NW/4, SW/4SW/4
11-26-63 560,00 THE ATLANTIC REFINING
COMPANY
8 K-2436 UNIV, 21 188 23E NW/4NW/4, NA/4SW/4 11-26-63 80,00 SUNRAY NX OIT CCOMPANY
9 E~7871 UNILV. 28 18s 23E s/2, s/28/2, N/2NE/4 11-26-63 560.00 -SUNRAY DX OIL COMPANY
10 K-2436 UNIV, 28 188 23E N/2NwW/4 11-26~63 80.00 SUNRAY DX OIL COMPANY
11 £-7872 UNIV, 29 188 23E ALL 11-26-63 640,00 THE ATLANTIC REFINING
~~ COMPANY




. St!l o{New:Mzarlcs TELEPHONE

505~827-2748

Comm(ss(ona o[ Rz’olic Lanc{s

u 2
ALEX J, ARMIJO June 26, 1973 P, O, BOX 1148

COMMISSIONER SANTA FL, NEW MEXICO

REGISTERED MAIL

Sun 0il Company
Box 2880
Dallas, Texas 75221

Re: South Hope Unit and Hope Unit
TERMINATION
Eddy County, New Mexico

rd
ATTENTION: Mr, R. F, McKissick
Gentlemen:
We are in receipt of your letter dated June 20, 1973, whereby
you advise us that you do not plan to restore production under these

units and that you are allowing them to terminate.

This is to advise you that both the Hope Unit and South Hope Unit
have been terminated as of this date.

Please advise all interested parties of this action.
Very truly yours,
RAY D. GRAHAM, Director

Cil and Gas Department
AJA/RDG/s

ce: New Mexico 0il Conservation Commission
Santa Fe, New Mexico

Leases: E-7866, K~2436, E-7873, K-941 and E-7868




505~1327~274%

‘"""" T
Commissioner of Riblic Lands 5w 7

3 G
ALEX J, ARMIJO June 26, 1973 P.O. BOX {148
COMMISSIONER m SANTA FE, NEW MEXICO
RUGISTIRUD HAIL . 4

Sum Qi1 Company

Zox 28R0

Dallas, Texas 75721

Re: South Hope Unit and tope Uni

TERMINATION e e
Eddy County, New Mexico

ATTENTION: Mr, R. F. MeKissick

Gentlemen:

We are in recelpt of your lettar dated June 20, 1973, whereby
you advise us that you do not plsn to restore production anday these
unite 2nd that you are allowing thew to terminate,

This ig te advise you thatr borh the flope Unit and South Hope Unit
hava haen terminated as of thie date,

Please advise sll interasted partiee of this aciion,
Very truly yours,

RAY D, GBAHRAM, Director
041 ainl Ges Department

cct New Mexico Oil Comservation Cosm:fszeion .. ,
Santa Fe, Neuw Hexico



January 10, 19¢&4

funray DX 0il Company
. 0, Box 1416
Roevell, New Mexico

Ras Hope init Ares
sdGy County, dew Rexico

Attentions Mr. &, L. [Foed} nallman, Jr.
Gentlemean:

The Commissioner of uklic Lands hazx appruved
az of this date the Hops Unil, Hddy dounty, HNew
Mexico,

We are handing to Mr., Hollman five coriginally
signed Certificatses of Ay, oval alze (ificial Roceipt
Mo, G-32678 in the amcunt of Thirty (£30.00) vollars,

Vaxy Truly yeurs,

E. 8, JONNNY WALKER
COMMISEIONER OF PUBLIC TAXRDS

BY s
(Mrs.) Marian M. Rhea, Supervisor
Unit Divisian
ESW/mmc/v
encl:
cect ©Oil Conservation Coumission
Santa Te, New Hexico
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Note: There will be no EXAMINER HEARING in

the Second Half of December

DOCKET NO, 35-63

DOCKET: EXAMINUR HEARING - WEDNESDAY - DECEMBER 4, 1963

9:;00 A.M, - Ol1L CONSERVATION COMMISSLICON CONFERENCE ROOM,

STATE LAND OFFICE BUILDING -~ SANTA FE, NEW MEXICO

The following cases will be heard before Elvis A. Utz, Examiner, or Daniel 8.
Nutter, Alternate Examiner:

CASE 2945:

CASE 2946:

CASE 2947:

CASE 2948:

CASE_2949:

CASE 2950:

Abplication of Shell 0il Company for the creation of a Devonian Gas Pool
and for special pool rules, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks approval for the creation of a new Devonian

gas pool for its Harris-Federal Well No. 1 located in Section 27, Town-
ship 23 South, Range 34 East, Lea County, New Mexico, said pool to com-
prise all of Sections 27, 28, 33 and 34, Township 23 South, Range 34

East, and all of Sections 3 and %, Township 24 South, Range 34 East.
Applicant further seeks the establishment of special pool rules, including
a provision for 640-zcre spacing units and for fixed well locations,

Application of Shell 0il Company for a dual completion, Lea County, New
Mexico. Applicant, in the above-styled cause, seeks approval of the

dual completion (conventional) of its State V Well No. 5 located in Unit

I of Section 27, Township 17 South, Range 35 East, Lea County, New Mexico.
to produce oil from the Vacuum-Yates and Vacuum-Paddock Pools through
parallel strings of tubing.

Application of Charles B, Read for an unorthodox location, Roosevelt
County, New Mexico. Applicant, in the above-styled cause, seeks approval
of the unorthodox location of his Bates Well No. 1 located 660 feet from
tue north linmc ond 2 foet from the East line of Section 21, Township 8
South, Range 36 East, South Prairie-Pennsylvanian Pool, Roosevelt County,
New Mexico.

Application of the Atlantic Refining Company for a pressure maintenance
project, San Juan County, New Mexico. Applicant, in the above-styled
cause, seeks the approval of a cooperative pressure maintenance project

for the injection of water into the Gallup {(Tocito) formation, Many Rocks-
Gallup 0il Pool, San Juan County, New Mexico, by the injection of water
through 13 wells located in Seciions 6, 7, 8, 17 and 18, Township 31

North, Range 16 West. Applicant further seeks the designation of a project
atea comprising approximately 1,480 acres in the aforesaid five sections
and the adoption of appropriate project rules theréfor.

Application of Phillips Petroleum Company for an exception to Rule 309-A,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks
authority to produce up to a maximum of 24 proration units into its

Santa Fe Battery No. 14, Santa Fe Lease, Vacuum Abo Reef Pool, Lea County,
New Mexico.

Application of Amerada Petroleum Corporation for the creation of a new
gas poel and for the contraction of the vertical limits of an existing
pool. Applicant, in the above-styled cause, seeks the creation of a
Morrow-Pennsylvanian Gas Pool, Lea County, New Mexico. Said pool wac
discovered by applicant's S. E. Anderson "A" Well No. 1l located in Unit
P of Section 19, Township 2 South, Range 35 East, and would comprise the
SE/4 of Section 19, SW/4 of Section 20, NW/4 of Section 29 and the NE/4



. CASE 2951:

\
\
\

CASE 2952:

CASE 2953:

CASE 2954

CASE 2955:

-2- NO. 35-63

CASE 2950 continued from page 1

of Section 30 in the aforesaid township. Applicant further seeks the con-
traction of the vertical limits of the South Bough-Pennsylvanian Pool to
include the Bough "C" zone of the Pennsylvanian formation only.

Application of Sunray DX 0Oil Company for a unit agreement, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks approval of the
hope Unit Area comprising 3822.96 acres, more or less, of State land in
Township 18 South, Range 23 East, Eddy County, New Mexico.

Application of Sunray DX 0il Company for a unit agreement, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks approval of the
South Hope Unit Area comprising 3778.27 acres, more or less, of State land
in Township 18 South, Ranges 21 and 23 East, and Township 19 South, Range
23 East, Eady County, New Mexico.

Application of Curtis R. Inman for a unit agreement, Eddy County, New
Mexico. Applicant, in the above-styled cause, seeks approval of the Walt
Canyon Unit Area comprising 11, 100.63 acres, more or less, of State,
Federal and fee lands in Townships 21 and 22 South, Range 24 East, and
Township 22 South, Range 25 East, Eddy Countv, New Mexico,

Application of Ambassador 0Oil Corporation for a unit agreement, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks approval of the
Langlie Mattix-Penrose Sand Unit Area comprising 3,920 acres, more or less,
of State, Federal and Fee lands in Township 22 South, Range 37 East, Lea
County, New Mexico.

Application of Ambassador 0il Corporation for z waterflocd project, lea
County, New Mexico. Applicant, in the above-styled cause, seeks approval
for the expansion of the existing Langlie Mattix Waterflood Project in
Section 34, Township 22 South, Range 37 East, Lea County, New Mexico, by
the conversion to water injection of 5 wells located in Sections 27, 33

and 34 of said township. Applicant further seeks the establishment of
special rules governing further expansion and operation of the waterflood
project in the Langlie Mattix-Penrose Sand Unit Area, including a provision
for capacity allowables for wells in said project.
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PETROLIEUM PRODUCTS

Jad N 2 (_“
PDOMESTIC PRODUCING DEPARTMENT MAILING ADDRtSS
NEW MEXICO DISTRICT P. 0. BOX 1978
BOONE MACAULAY, DISTRICT MANAGER ROSWELL, NEW MEXICO

. CHAMPION. DISTRICT LANDMAN

. EASTES. DISTRICY GEOPHYSICIST

. DOUGLAS, DISTRICT GEQLOGIST

. KLOXIN. OISTRICT DRLG. & PROD. SUFP'T.
. TOMLINSON. DISTRICT ENGINEER

. WARE. ADMINISTRATIVE SUPERVISOR November 26 N 1963

agrmgI
IV0D-AM

New Mexico 0il Conservation Commission
Post Office Box 871

Santa Fe, New Mexico

ATTENTION: Mr, Daniel S, Nutter

Re: Case No, 2951

Gentlemen:

The Atlantic Refining Company urges the Commission to
approve the Sunray-DX Oil Company!s application to form
a unit to be designated as the llope Unit comprising
3822496 acres in Eddy County, New Mexico, The Atlantic
Refining Company will own a working interest in this unit
if it is formed,

Yours very truly,

We P. Tomlinson
VRC :pam

ce: Mr, A, Lo Hallman
Sunray-DX 0il Company
Post Office Box 1416
Roswell, New Mexdico
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GUVIRNOR
JACK M. CAMPBELL
OHAIRMAN

Sinte of Neto Mexico

ATATE BEDLDOIBT
A L PFORTER JR
BEORETARY « DIRKOTOR

LAND COMMISBIONTR
L 8. JOHNNY WALKER
MEMBER

"™ O BOX &7
BANTA FE
December 10, 1963
Re: Case ¥o. 2951
Mr, Charlie wWhite Order ¥o. R-2615
Gilbert, White & Gilbert App
Attorneys at Law licant:
Post Office Box 787 Sunray DX

Santa Fe, New Mexico

Dear 8ir:

BEnclosed herewith are two copies of the above-refexrsnced
Commigsion order recently entered in the subject cass.

A. L. PORTER, Jr.
Secretary-Director

iz/
Cazbon oopy of order also sent to:
Bobbs OCC X

Artesis OCC X
Astec 0OCC

OTHER




B2 SORS WHE OIL CONSERVIZION COMMILGION
OF THE u9a7E QF Nl WaeallQ

trﬂ THE MAMWER OF THE HSARING

CALLED BY THS OIL JONSSRVFWION

DOMMISSION OF NEW MEXICO HOR l
{'HE PURPOSE OF CONSIDERIIXG ‘
i 2TGE No. 2051
Ordaxr No. R-2615

APPLIC/TION OF SUNRAY X OIL CONPINY
iFOR /PPROVAL OF THZ HOPH UNIT AGREE-
'MENT, EDDY COUNYY, NEW IEXIJO.

i ORDER OF THE COMMISSION

i
t

SBY THE COHMISSION:

b This cauvge came on for hearing at 9 o'clock a.m. on
‘Decamber 4, 1963, st sznta Fe, New Mexico, beforz Blvis A. Utz, .
quaminer duly appointed by the 04l Conservation Commission of Hew |
HMaxico, hereinafter referred to as the “Commission,® in ac»orduncq
with Rule 1214 of ths Commission Rules and Regulations. X

| NOW, on this_ 10th gday of December, 1963, the Commission,
'a guorum being present, having considered the application, the
geviuean adduced, and the recommandationzs of the Examiner,
iiglvis A. Utz, and being fully advised in ths prewmiscs,

! FINDS:
i

ﬁ (1} That due pubiic notice nhaving besn given as requiraed by
law, tha Commission has jurisdiction of this cause and the subject
i matter thsreof. f

|
(2) That the applicant, Sunray DX 01l Company, saeks %
approval of the Hope Unit Agreement covering 3,822.96 acres, more |
or less, of state land in Township 18 South, Range 23 B.ust, NMPHM, .
Bddy County, New Mexico. |

% (3) That approval of the propozed Hope Unit agreament will
+in principle tend to promote the conservation of oil and gas and
tthe prevention of waste.

;s

IT I THEREFORE ORDERED

24

i (1) That the Hops Unit igreemsat is hereby approved.

A (2) That the plan undex which the unit avrea cheall be oper-
1ated shall be embraced in the form of 2z unit agreement for the ;
Hdevelopment znd opzration of the Hope Unit Prea, and such plan ’
"ghall be known @3 the Hope Unit Agreement Plan. i




[ .
CCASE No. 2952
jordar Ho. R-2615

s (3) ‘"hat tha Hope Unit Agrcewmaent Plan iz heraby approvoed iy
iprinciple (g o propar conservation maassures provided, howaver, that
'notwithstanding any of the provisioans contained in said unit agreg-
'ment, this approval shell not ke considercd as walving or rolin-
quishing, in 2ny manner, any rxight, duty, or obligation which is
.now, or may herxeafter be, vested in tho 0il Conssrvation Commissidn
.of New Mexico by law relative to the supervision and contxol of
jopergtions for the exploration and dovalopment of any lmndw r*m-zmi:q«
ited to the Bopz Unit, or relativa to the production of oil or gan
| therefrom.

(4) (=2} That the unit area shall be:

Nev MEXICO PRINCIPAL MERIDINN

1}

i £DDY COUNTY, NZW MEXICO

| TOWNSHIP 18 SOUTH, RANGE 23 GAST
i

section 16: All
f saction 193 All
! section 20: All ;
i section 21: All !
t section 283 All
Sszection 29:  Ald

containing 3,822.98 acres, mors or lasg.

(b} Thst the unit arca may e enlarged or contractad
as provided in said plan; provided, however, that administrative
approval for expansion or contraction of the unit zrea must also
ba obtained from the Secretary-Diresctor of the Commisgion.

{(35) That the unit operator shall file with the Comnmizsion
an executed original or exscuted counterpart of ths Hope Unit
Agreement within 20 days after the effectlive dete therzof. In
i the evant of subzaguent joinder by any party or =xpzniion or
‘conttaction of the unit zrea, the urit operator chall Tile with

. the Comsmission within 30 days thereafter counterpsrts of the unit
;!cgreement reflecting the subscription of those interssts Liaving
¢ joined or ratified,

| (6) That this order shull becom= cffective upon tha aporoval
' of said unit agreement by the Commissioner of public Lands for tha
.‘btate Of New Mexlico and shall terminate ipso facto upon the ter-
‘mination of szid unit agreement. The last unit operator shall
“notify the Comnission immediately in writing of such termination.




T

T CASE No. 2951
Ordar No. R-2615

(7) That jurisdiction of this cawse i3 retained for the
entry of such fFurther orders as the Commission may deom necessary;

‘ i

“ DONE at santa Fe, New Maxico, on the day end year herein- §

':abov; dssignated.
‘!

¥
+

i
i

, SUATS OF NEW MEXICO
OIL CONSERVATION COMMISSION

| \ p
1 \ 0, e
‘ NI

JAJK M., CAMPBELL, ‘Chairman

E‘f,/a/az,f,z&,

He 3. JALKER. Mamber

ﬂs/wzz./

A. L., PORTBR, Jr., M r & saecretary

'}JI!/)\)}l !




P 13
DX - Chedb o ‘
P. 0. Box 1416 \\'/

ftoswell, New Mexico - £e201 Januiry 12, 194y

2751

0i1 Conservation Coimission
State of New Mexico

P. 0. Box 791

Santa Fe, New Mexico

Attention: )i, A. L. Porter, Jr.,
Secretary

Re: Case yo. 2951
Crder No, R-2615
Hope Unit p
Eddy County, New Mexico

Gentlemen:

In accordance with paragraph 5, page 2 of the captioned Order,
we enclose fop your files g photocopy of fully executeq Urit Agreement
covering Case No, 2951,

The Comiissioner of -Public Lands approved the Unit Agreement,
effective January 10, 194y,

Yours very truly
v >

A« L. (Fred) Rallman, Jp,
District Landman

ALH:bl

Enclosure




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
HOPE UNIT AREA
EDDY COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the 20th day of November,
1963, Ly and between the parties subscribing, ratifying or consenting
hereto, and herein referred to as the "parties hereto,"”

WITNESSETH:

WHEREAS, the parties hereto are the ownerxrs of working, royalty

or other oil or gas interests in the unit area subject to this agreement;
and

WHEREAS, the Commissioner of Public Lands of the State of
New Mevico is authorized by an Act of the Legislature (Sec. 3, Chap. 88,
Laws 1943) as amended by Sec. 1 of Chapter 162, Laws of 1951, {Chap. 7,
Art. 11, Sec. 39, N.M. Statutes 1953 Annot.), to consent to and approve
the development or operation of State lands undex agreements made by
lessees of State land jointly or severally with other lessees where
such agreements provide for the unit operation or development of part
of or all of any o0il or gas pool, field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico is authorized by an Act of the Legislature (Sec. 1, Chap.
162), (Laws of 1951, Chap. 7, Art. 11, Sec. 41 N.M. Statutes 1953 Annot.)
to amend with the approval of lessee, evidenced by the lessee's execution
of such agreement or otherwise, any o0il and gas lease embracing State
lands so that the length of the term of said lease may coincide with
the term of such agreements for the unit operation and development of
part or all of any oil or gas pcol, field or area; and

WHEREAS, the 0il Conservation Commission of the State of
New Mexico {hereinafter referred to as the "Commission") i1s authorized
by an Act of the Legislature (Chap. 72, Laws 1935; Chap. 65, Art. 3,
Sec. 14 N.M. Statutes 1953 Annot.) to approve this agreement and the
conservation provisions hereof; and

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

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

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

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



EDDY COUNTY, NEW MEXICO

TOWNSHIP 18 SOUTH, RANGE 23 EAST, N.M.P.M.

Section 16: All
Section 19: All
Section 20: All
Section 21: All
Section 28: All
Section 29: All

Containing 3822.96 acres, more or less.,

Exhibit A attached hereto is a map showing the unit area and
the boundaries and identity of tracts and leases in said area to the
extent known to the unit operator. Exhibit B 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 lands
in the unit area. However, nothing herein or in said schedule or map
shall be construed as a representation by any party hereto as to the
ownership of any interest other than such interest or interests as are
shown on said map or schedule as owned by such party. Exhibits A and
B shall be revised by the unit operator whenever changes in ownarship
in the unit area render such revisions necessary or when requested by
the Commissioner of Public Lands, hereinafter referred to as '"Commis-
sioner. "

All land committed to this agreement shall constitute land
referred to herein as "unitized land" or "“land subject to this agree-
ment."

2. UNITIZED SUBSTANCES: All o0il, gas, natural gasoline and
associated fluid hydrocarbons in any and all formations of the unitized
land are unitized under the terms of this agreement and herein are
called "unitized substances."

3. UNIT OPERATOR: Sunctay DX 0Oil Company, with offices at
10th Floor, Wilco Building, Midland, Texas, is hereby designated as
unit operator and by signature hereto commits to this agreement all
interest in unitized substances vested in it as set forth in Exhibit
B, and agrees and consents to accept the duties and obligations of unit
operator for the discovery, development and producticn of unitized sub-
stances 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 interests in unitized substances, and
the term "working interest owner" when used herein shall incl.. or
refer to unit operator as the owner of a working interest wihien such an
interest is owned by it.

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit operator
shall have the right to resign at any time but such resignation shall
not become effective until a successor unit operator has been selected
and approved in the manner provided for ian Section 5 of this agreement.
The resignation of the unit operator shall not release the unit
operator from any liability or any default by it hereunder occurring
pricr to the effective date of its resignation.

Unit operator may, upon default or failure in the performance
of its duties or obligations hereunder, be subject to removal by the




same percentage vote of the owners of working interests determined in
like manner as herein provided for the selection of a ncew unit operator.
Such remcval shall be effective upon notice thereof to the Commissioner.

The resignation or removal of the unit operator under this
agreement shall not terminate his right, title or interest as the ownerx
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, 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 is
elected, to be used for the purpose of conducting unit operations here- ‘
under. Nothing herein shall be construed as authorizing removal of any
material, equipment and appurtenances needed for the preservation of
any wells.

5. SUCCESSOR UNIT OPERATOR: Whenever the unit operator shall
resign as unit operator or shall be removed as hereinabove provided,
the owners of the working interests according to their respective acreage
interests in all unitized land shall by a majority vote select a successor
unit operator; provided that, if a majority but less than seventy-five
per cent (75%) of the working interests qualified to vote is owned by
one party to this agreement, a concurring vote of sufficient additional
parties, so as to constitute in the aggregate not less than seventy-
five per cent (75%) of the total working interests, shall be required
to select a new operator. Such selection shall not become effective
until (a) a unit operator so selected shall accept in wilting the duties
and responsibilities of unit operator, and (b) the selection shall have
been approved by the Commissioner. If no successor unit operator is
selected and qualified as herein provided, the Commissioner at his elec-
tion may declare this unit agreement terminated.

6. ACCOUNTING PROVISIONS: The unit operator shall pay in
the first instance all costs and expenses incurred in conducting unit
operations hereunder, and such costs - .d expenses and the working in-
terest benefits accruing heraunder shall be apportioned, among the
owners of the unitized working interests in accordance with an operating
agreement entered into by and between the unit operator and the owners
of such interests, whether one or more, separately or collectively.
Any agreement or agreements entered into between the working interest
owners and the unit operator as provided in this section, whether one
or more, are herein referred to as the "Operating Agreement."” No such
agreement shall be deemed either to modify any of the terms and condi-
tions of this unit agreement or to relieve the unit operator of any
right or obligation established under this unit agreement and in case
of any inconsistencies or conflict between this unit agreement and the
operating agreement, this unit a, reement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as
otherwise specifically provided herein, the exclusive right, pr'vilege
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 delecated
to and shall be exercised by the unit operator rs herein provided.
Acceptable evidence of title to said rights shall be deposited with
said unit operator and, together with this agreement, shall constitute
and define the rights, privileges and obligations of unit operator.




Nothing herein, however, shall be construed to transfer (itle to any
land or to any lcasc or operating agrecement, it being understood that
under this agrecment the unit operator, in its capacity as unit operator,
shall cxcrcise the rights of posscession and use vested in the parties
hercto only for the purposces horein specified,

8. DRILLING TO DISCOVERY: The unit operator shall, before
February 16, 1964, commence operations upon an adequate test well for
0il and gas upon somc part of the lands cmbraced within the unit area
and shall drill said well with due diligence to a depth sufficient to
test the Pennsylvanian (Strawn-Atoka) formation or to such a depth as

unitized substances shall be discovered in paying guantities at a lesser
depth or until it shall, in the opinion of unit opecrator, be determined
that the further drilling of said well shall be unwarranted or imprac-

ticable; provided, however, that unit opecrator shall not, in any event,
be required to drill said well to a depth in cxcess of 7800 feet. Until
a discovery of a deposit of unitized substances capable of being pro-
duced in paying quantitics (to-wit: quantities sufficient to repay the
costs of drilling and producing operations with a reasonable profit)
unit operator shall continuc drilling diligently, one well at a time,
allowing not more than six months ketwecen the completion of one well
and the beginning of the next well, until a well capable of producing
unitized substances in paying duantities is completed tc the satisfac-
tion of the Commissionex, or until it is reasonably proven to the sat-
isfaction of the unit operator that the unitized land is incapable of

producing unitized substances in paying dquantities in the formation
drilled hereunder.

Any well commenced prior to the effective date of this agree-
ment upon the unit area and drilled to the depth provided herein for
the drilling of an initial test well shall be considered as complying
with the drilling reguirements hereof with respect to the initial well.
The Commissioner may modify the drilling requirements of this section
by granting reasonable extensions of time when in his opinion such action
is warranted. Upon failure to comply with the drilling provisions of
this article the Commissioner may, after reasonable notice to the unit
operator and each working interest owner, lessee and lessoxr at their
last known addresses, declare this unit agreement terminated, and all
rights, privileges and obligations granted and assumed by this unit
agreement shall cease and terminate as of such date.

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED
SUBSTANCES: Should unitized substances in paying guantities be dis-
covered upon the unit area the unit cpcrator shall on or before six
months from the time of the completion of the initial discovery well
and within thirty days after the expiration of each twelve months period
thereafter file a report with the Commissioner and Commission of the
status of the development of the unit area and the developmnent contem-
plated for the following twelve months period.

It is understood that one of the main considerations for the
approval of this agreement by the Commissionexr of Public Lands is to
secure the orderly development of the unitized lands in accordance with
good conservation practices so as to obtain the greatest ultimate re-
covery of unitized substances.
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After discovery of unitized substances in paying quantities
as herein defined, nit operator shall continue drilling diligently,
one well at a time, allowing not more than six months between the com-
pletion of one well and the beginning of the next well until operator
has drilled a well on each numbered secticn within the unit area, ex-
cept Section 29, Township 18 South, Range 23 East,

Wiooh o sectioan ahall be deiiled within one year from tne date of completion of the :a3'
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basis of participation by the working interest owners shall remain

the same as if this agreement had not been terminated as to such lands; ’
provided, however, the Commissioner shall give notice to the unit
operator and the lessees of record in the manner prescribed by Sec.
7-11-14, N.M. Statutes 1953 Annot. of intention to cancel on account
of any allieged breach of said covenant for reasonable development and
any decision entered thereunder shall be subject to appeal in the
manner prescribed by Sec. 7-11-17, N.M. Statutes 1953 Annot. and, pro-
vided further, in any event the unit operator shall be given a rea-
sonable opportunity after a final determination within which to remedy
any default, failing i which this agreement shall be terminated as to
all lands of the State of New Mexico embracing undeveloped regular
well spacing or proration units.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a
well capable of producing unitized substances in paying quantities,
the owners of working interests shall participate in the production
therefrom and in all other producing wells which may be drilled pursuant
hereto in the proporiiocnc that their respective leasehold interests
covered hereby on an acreage basis bears to the total number of acres
committed to this unit agreement, and such unitized substances shall
re deemed f£o have been produced from the respective leasehold interest
participating therein. For the purpose of determining any benefits
accruing under this agreement and the distribution of the royalties
payable to the State of New Mexico and other lessors, each separate
lease shall have allocated to it such percentage of said production as
the number of acres in each lease respectively committed to this agree-
ment bears to the total number of acres committed hereto.

Notwithstanding any provisions contained herein to the con-
trary, each working interest owner shall have the right to take such
owner's proportionate share of the unitized substances in kind or to
personally sell or dispose of the same, and nothing herein contained

. shall be construed as giving or granting to the unit operator the right
to sell or otherwise dispose of the proportionate share of any working
interest owner without specific authorization from time to time so to
do.

11. ALLOCATION OF PRODUCTION: All unitized substances pro-
duced from each tract in the unitized area established urider this
agreement, rxcept any part thereof used for production or development
purpeoses hereunder, or unavoidably lost, shall be deemed to be produced
equally on an acreage basis from the several tracts of the unitized




land, and for the purpose of determining any benefits that accrue on
an acreage bhasis, each such tract shall have allocated to it such
percentage of said production as its area bears to the entire unitized
area. It is hereby agreed that production of unitized substances from
the unitized area shall be allocated as provided herein, regardless of
whether any wells are drilled on any particular tract of said unitized
area.

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

All royalties due the State of New Mexico under the terms of
the leases committed to this agreement shall be computed and paid on
the basis of all unitized substances allocated to the respective leases
committed hereto; provided, however, the State shall be entitled to
take in kind its share of the unitized substances allocated to the re-
spective leases, and in such case the unit operator shall make deliveries
of such royalty oil in accordance with the terms of the respective leases.

All rentals, if any, due under any leases embracing lands
other than the State of New Mexico, shall be paid by the respect.ve
lease owners in accordance with the terms of their leases and all roy-
alties due under the terms of any such leases shall be paid on the basis
of all unitized substances allocated to the respective leases committed
hereto.

If the unit operator introduces gas obtained from sources
other than the unitized substances into any producing formation for the
purpose of repressuring, stiaulating or increasing the ultimate recovery
of unitized substances therefrom, a like amount of gas, if available,
with due allowance for loss or depletion from any cause may be withdrawn
from the formation into which the gas was introduced royalty free as to
dry gas but not as tc the products extracted therefrom; provided, that
such withdrawal shall be at such time as may be provided in a plan of
operation consented to by the Commissioner and approved by 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.

If any lease committed hereto is burdened with an overriding
royalty, payment out of production or other charge in addition to the
usual royalty, the owner of each such lease shall bear and assume the
same out of the unitized substances allocated to the lands embraced in
each such lease as provided herein.

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS
THEY APPLY TO LANDS WITHIN THE UNITIZED AREA: The terms, conditions
and provisions of all leases, subleases, operating agreements and other
contracts relating to the exploration, drilling, development or onera-
tion for o0il or gas of the lands committed to this agreement shall, as
of the effective date hereof, be and the same are hereby expressly
modified and amended insofar as they apply to lands within the unitized
area to the extent necessary to make the same conform to the provisions
hereof and so that the respective terms of said leases and agreements
will be extended insofar as necessary to coincide with the term of this
agreement and the approval of this agreement by the Commissioner and
the respective lessors and lessees shall be effective to conform the




provisions and extend the term of cach such lease as to lands within
the unitized area to the provisions and term of this agreement: but
otherwise to remain in full force and effect. Each lease committed

to this agreement, insofar as it applies to lands within the unitized
area, shall continue in force beyond the term provided therein so

leng as this agrcecement remains in effect; provided drilling operations
upon the initial test well provided for her n shall have been commenced
or said well is in the process of being drilled by the unit operator
prior to the expiration of the shortest term lease committed to this
agreement. Termination of this agreement shall not :ffect any lease
which pursuant to the terms thereof or any applicable laws would con-
tinue in full force and effect thereafter. The commencement, comple-
tiorn, continued operation or production of a well or wells for unitizcd
substances on the unit area shall be construed and considered as the
comnmencenent, completion, continued operation or production on each of
the leasehold interests committed to this agreement and operations or
production pursuvant to this agreement shall be deemed to be operations
upon and production from each leasehold interest committed hereto and
there shall be no obligation on the part of the unit operator or any
of the owners of the respective leasehold interests committed hereto
to drill offsets to wells as between the leasehold interests committed
to this agreement, except as provided in Section 9 herecf,.

Any lease embracing lands of the State of New Mexico having
only a portion of its lands committed hereto shall be segregated as to
the portion committed and as to the portion not committed and the terms
of such leases shall apply separately as to such segregated portions
commencing as of the effective date hercof. Notwithstanding any of the
provisions of this agreement to the contrary, any lease embracing lands
of the State of New Mexico having only a portion of its lands committed
hereto shall continue in full force and effect beyond the term provided
therein as to all lands embraced in such lease, if il and agas, or
either of them, are discovered and are being prcoduced in paying dquantities
from some part of the lands embraced in such lease committed to this
agreement at the expiration of the secondary term of such lease; or if,
at the expiration of the secondary term, the lessee or the unit operator
is then engaged in bona fide drilling or reworking operations on some
part of the lands embraced therein shall remain in full force and effect
so long as such operations are being diligently prosecuted, and they
result in the prcduction of 0il or gas, said lease shall continue in
full force and effect as to all of the lands embraced therein, so long
thereafter as oil and gas, or either of ther, are being produced in pay-
ing dquantities from any portion of said lands.

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

15. DRAINAGE: In the event a well or wells producing o©il or
gas in paying dquantities should be brought in on land adjacent to the
unit area draining unitized substances from the lands embraced therein,
unit operator shall drill such offset well or wells as a reasonably
prudent operator would drill under the same or similar circumstances.

16. COVENANTS RUN WITH LAND: The covenants herein shall be
construed to be covenants running with the land with respect to the
interests of the parties hereto and their successors in interest until
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this agrcement terminates, and any grant, transfer or conveyance of
interest in land or leases subject hereto shall be and hereby is con-
ditioned upon the assumption of all privileges and obligations here-
under by the grantece, transferce or other successor in interest. No
assignment or transfer or any working, royalty or other interest sub-
ject herete shall be binding upon unit cperator until the first day
of the calendar month after the unit operator is furnished with the
original, photostatic or certified copy of the instrument of transfer.

17. EFFECTIVE DATE AND TERM: This agreement shall become
effective upon approval by the Commissioner and shall terminate in two
years after such date unless (a) such date of expiration is extended ‘
by the Commissioner, or (b) a valuakle discovery of unitized substances
has been made on unitized land during said initial term or any exten-
sion thereof in which case this agreement shall remain in effect so
long as unitized substances are being produced from the unitized land
and, should production cease, so long thereafter as diligent operations
are in preogress for the restoration of production or discovery of new
production and so long thereafter as the unitized substances so dis-
covered can be produced as aforesaid. This agreement may be terminated
at any time by not less than seventy-five per cent (75%) on an acreage
basis of the owners of the working interests signatory hereto with the
approval of the Commissioner. Likewise, the failure to comply with
the drilling requirements of Section 8 hereof may subject this agree-
ment to termination as provided in said section.

18. RATE OF PRODUCTION: All production and the disposal
thereof shall be in conformity with allocations, allcotments and quotas
made or fixed by the Commission and in conformity with all applicable
laws and lawfuil regulations.

19. 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 Commissioner of Public
Lands and the New Mexico 0il Conservation Commission, and to appeal
from orders issued under the regulations of the Commissicner or Com-
mission or to apply for relief from any of said regulations or in any
proceedings on its own behalf relative to operations pending before
the Commissioner or Commission; provided, however, that any other in-
terested party shall also have the right at his own expense to appear
and to participate in any such proceeding.

20. NOTICES: All notices, demands or statements redquired
hereunder to be given or rendered to the parties hereto shall be deemed
fully given, if given in writing and sent by postpaid registered mail,
addressed to such party or parties at their respective addresses set
forth in connection with the signatures hereto or to the ratificatijon
or consent hereof or to such other address as any such party may have
furnished in writing to party sending the notice, demanc or statement.

21. UNAVOIDABLE DELAY: All obkligations 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 covereg
by this agreement shall be suspended while, but only so long as, the
unit operator despite the exercise of due care and diligence, is pre-
vented from complying with such obligations, in whole or in part, by
strikes, war, acts of God, Federal, State or municipal law or agencies,
unavoidable accidents, uncontrollable delays in transportation,
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inability to obtain necessary materials in open market, or other
matters beyond the reasonable control of the unit operator whetherx
similar to matters herein enumerated or not.

22. LOSS OF TITLE: In the event title to any tract of
unitized land or substantial interest therein shall fail and the true
owner cannot be induced to join the unit agreement so that such tract
is not committed to this agreement or the operation thereof hereunder
becomes impracticable as a result thereof, such tract may be eliminated
from the unitized area, and the interest of the parties readjusted as
a result of such tract being eliminated from the unitized area. In
the event of a dispute as to the title to any royalty, working or
other interest subject hereto, the unit operator may withhold payment
or delivery of the allocated portion of the unitized substances in-
volved on account thereof without liability for interest until the dis-
pute is finally settled, provided that no payments of funds due the
State of New Mexico shall be withheld. Unit operator as such is re-
lieved from any responsibility for any defect or failure of any title
hereunder.

23. SUBSEQUENT JOINDER: Any oil or gas interest in lands
within the unit area not committed hereto prior to the submission of
this agreement for final approval either by the Commission or Commis-
sioner may be committed hereto by the owner or owners of such rights
subscribing or consenting to this agreement or executing a ratification
thereof, and if such owner is also a working interest owner, by sub-
scribing to the operating agreement providing for the allocation of
costs of exploration, development and operation. A subseduent joinder
shall be effective as of the first day of the month following the ap-
proval by the Commissioner and the Commission of duly executed counter-
parts of the instrument or instruments committing the interest of such
owner to this agreement, but such joining party or parties before par-
ticipating in any benefits hereunder shall be required to assume and
pay to unit operator their proportionate share of the unit expense in-
curred prior to such party's or parties' joinder in the unit agreement,
and the unit operator shall make appropriate adjustments caused by
such joinder, withcut any retroactive adjustment of revenue.

24. CQUNTERPARTS: 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 referring hereto, and shall be binding upon all
those parties who have executed such a counterpart, ratification or
consent heretc with the same force and effect as i1f all such parties
had signed the same document and regardless of whether or not it is
executed by all cther parties owning or claiming an interest in the
lands within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties hereto have
caused this agreement to be executed as of the respective dates set
forth opposite their signatures.

ATTEST: SUNRAY DX OIL COMPANY
By
Secretary Vice President
Address: Tenth Floor,
Date

Wilco 3uilding. Midland, Texas

-9 - UNIT OPERATOR




WORKING INTEREST OWNERS

SUNRAY DX OIL COMPANY
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By -
; :’;3-\ V165 Procident
CARYT Nov
' NOV 26 1963 Address:
Date ‘
ATTEST: THE ATLANTIC REFINING COMPANY
g
By %vgwﬂW\m,u& o
Secretary \
Attorney-in-Fact
Address: P. 0. Box 1978
Date
Roswell, New Mexico
ATTEST: BELL PETROLEUM COMPANY
By
Secretaxy
Address:
Date
ATTE%%$~H‘ SOUTHERN MINERALS CORPORATION
E AL A
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\i&wm’l‘ 11, 1963 Address: __P. 0. Box 716
Date
Corpus Christi, Texas 78403
Federal Identification No. Tk-1388429
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WORV.ING INTEREST OWNERS

ATTEST:
Secretary
Date
ATTEST:
Secretary
Date
ATTEST:

‘pasti. Secretary

3
-
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e s ‘-,-.".-. - -
_vNovemper .22, 1GC3
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Date

ATTEST:

Secretary

Date

SUNRAY DX OIL COMPANY

By

Address:

THE ATLANTIC REFINING COMPANY

By

Address:

BELL PETROLEUM COMPANY

By_ ,lﬁ'” o T

Address: (27 V. Tin
oo fnoeles, Czliforaiz, QO0LT

SOUTHERN MINERALS CORPOPATION

By

Address:
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STATE OF )
. } ss.
COUNTY OF )

day of November, 1963, by

The foregoing instrument was acknowledged before me this 24
st V. Loaten
President of Sunray DX 0il cOmpany, a ékég‘h,.all cornoration, on
bebalf of said corporation.
_c \\\‘ .............

» Yatae
~.; MyvCOmm1551on Expires:
;.4: PUCI !C

e ’L' A —Z‘/ /264
'; . '| mie D («‘-sbnm, Noury Public
Z, ) ~1,a01 (07 the ' Stete of Ohklahoms
".;.' C&w L\\mnuss. n Expom
. Ouobor 21. 1°Cb

ETSTREA L)

?

Notary Public
STATE OF NEW M=XICO

)
) ss.
COUNTY OF CHAVES )

day of KoV

Decea§ oregoing instrument was acknowledged before me this _At h
o, 1963, by

Boone lncaulay, /Attorney-~in-Fact .
mressitgeass of The Atlantic Refining Company, a Pennsylvenia
corporation, on behalf of said corporation.
\\\ ‘\ “: c\
My(Comm1551on Expires:
Ovember 2(5J .L964

-z (V) _-'"
',2‘;., TR

7(7 % (/Oéw&/
f,,, p°~, (m)i\“:{\:“; '

Notary Public
'!v,.

e (m“
STATL or

ss.
COUNTY OF

)

day of November, 1963, by

President of Bell Petroleum Company, a

The foregoing instrument was acknowledged before me this
on behalf of said corporation.

corporation,
My Commission Expires:
Notary Public
STATE OF TEXAS )
} ss.
COUNTY OF NUECES )

day of gﬁf&%m%acx 1963,

The fore901ng instrument was acknowledged before me this llth
by
President of southern Minerals Corporation,

¥. P. Peterson, Jr. L,
i a Delaware
coxporation, on behalf of said corporation.
. ‘{ ?.Ud{'
Q_;_._, p ‘\/‘ .‘, -

n
\
'm:m-..u\“
SURISS,

Notary Publi
11 ' (Christine Ragland)



STATE OF )
COUNTY OF )

The forcgoing instrument was acknowledged before me this
day of November, 1963, by .
President of Sunray DX 0il Company, & corporation, on
behalf cof said corporation.

My Commission Expires: /

Notary Public

STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this___;N
cday of November, 1963, by ‘ |

President of The Atlantic Refining Company, a
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF CALIFORNIZ

COUNTY OF LOS ANGREINS

n>

L\)
}

[

The foregoing instrument was acknowledged before me this
day of November, 1963, by R, I, 2aca-= .
Prgsident of Bell Petroleum Company, a _Csliforaiz corporation,
_d@f@ehé;ﬁ“bf said corporation.

S ¢ '.‘_
;. My Commission Expires:

-

- s - -
.~ i A
IR .

7

./ Notary Public
STATE OF )
COUNTY CF )

The foregoing instrument was acknowledged before me this
day of November, 1963, by s

President of Southern Minerals Corporation, a
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public
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EXHIBIT 'B"
. HOPE UNIT AREA - EDDY COUNTY, NEW MEXICO

Tract No. Serial No. and Royal ty Overriding
No. Description of Acres Lease Expiration Lessee of Record Percentage Royalty Working Interest Owner
1. NEL, $% Sec. 16, 185-23E 480.00 E-7876— 7F£7  Sunray DX 0il Co. State - 123 None Sunray DX 0il Company
2/16/64
2. NWL Sec. 16, 185-23E 160.00 K-1426 B:l11 Petroleum Co. State - 12% None Bell Petroleum Co.
5/16/71
3. Lots 1,2,3,4, EW%, SEZ L62.96 E-7863 7¢iF Sunray DX 0il Co. State - 123 None Sunray DX 0il Company
Sec. 19, 18S-23E 2/16/64
1y NEZ Sec. 19, 185-23E 160.00 K=ol Southern Minerals State - 123 None Southern Minerals
11/15/70 Corp. Corp.
5. NEZ, SW&, SiNW4 Sec. 20, 400.00 E-7869 The Atlantic State - 12% None The Atlantic Ref. Co.
185-23€ 2/16/64 Refining Company
6. SE-, NINW: Sec. 20, 18S5-23E 240.00 K-1426 Bell Petroleum Co. State - 123 None Bell Petroleum Co.
5/16/71
7. EL, EWL, SWINWZ, SWESWE 560.02 E-7870 The Atlantic State - 123 None The Atlantic Ref. Cec.
Sec. 21, 18S-23E 2/16/6k4 Refining Company
8. NWEINWZ, NWZSWZ Sec. 21, 80.00 K-2436 Sunray DX 0il Co. State - 123 None Sunray DX 0i] Company
185~23E 5/16/72
9. S%, SN, NINEZ, Sec. 28, 560.00 E-7871 Sunray DX 0i1 Co. State - 124 None Sunray DX 0il Company
185-23E 2/16/64
10. NINWZ Sec. 28, 185-23E 80.00 K-2436 Sunray DX 0il Co. State ~ 123 None Sunray DX 0il Company
5/16/72
1. All of Sec. 29, 185-23E 640.00 E-7872 The Atlantic State - 123 None The Atlantic Ref. Co.
2/16/6k4 Refining Company
3822.96
PERCENTAGE OF OWNERSHIP
Sunray DX 0il Company 43 .49928
The Atlantic Refining Company 41,85239
Bell Petroleum Company , 10.46310
Southern Minerals Corporation L.18523
TOTAL 100.00000
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BEFORE EXAMINER UTZ
Ol CONSERVATION COMMISSION
UNIT AGREEMENT :

: s .7
FOR THE DEVELOPMENT AND OPE E.Xi-}lﬂi;f NO, T
OF THE CASE NO. S5l du 2/ 7

HOPE UNIT AREA
EDDY COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the 20th day of November,
1963, 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 or gas interests in the unit area subject to this agreement;
andg

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico 1is authorized by an Act of the Legislature (Sec. 3, Chap. 88,
Laws 1943) as amended by Sec. 1 of Chapter 162, Laws of 1951, (Chap. 7,
Art., 11, Sec. 39, N.M. Statutes 1953 Annot.), to consent to and approve
the development or operation of State lands under agreements made by
lessees of State land jointly or severally with other lessees where
such agreements provide for the unit operation or development of part
of or all of any o0il or gas pool, field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico is authorized by an Act of the Legislature (Sec. 1, Chap.
162), (Laws of 1951, Chap. 7, Art. 11, Sec. 41 N.M. Statutes 1953 Annot.)
to amend with the approval of lessee, evidenced by the lessee's execution
of such agreement or otherwise, any o0il and gas lease embracing State
lands so that the length of the term of said lease may coincide with
the term of such agreements for the unit operation and development of
part or all of any o©il or gas pool, field or area; and

WHEREAS, the 0il Conservation Commission of the State of
New Mexico (hereinafter referred to as the "Commission") is authorized
by an Act of the Legislature (Chap. 72, Laws 1935: Chap. 65, Art. 3,
Sec. 14 N.M. Statutes 1953 Annot.) to approve this agreement and the
conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the
Hope Unit Area covering the land hereinafter described to give reasonably
ceffective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste and secure cther benefits obtainable
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 herein contained, the parties hereto commit to this agreement
their respective interests in the below defined unit area, and agree
severally among themselves as follows:

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



EDDY COUNTY, NEW M&XICO

TOWNSHIP 18 SQUTH, RANGE 23 EAST, N.M.P.M.

Section 16: All
Section 19: All
Section 20: All
Section 21: All
Section 28: All
Section 29: All

Containing 3822.96 acres, more or less.

Exhibit A attached hereto is a map showing the unit area and
the boundaries and identity of tracts and leases in said area to the
extent known to the unit operator. Exhibit B attached hereto is a
schedule showing to the extent known to the unit operator the acreage,
percentage and kind of ownership of 0il and gas interests in all lands
in the unit area. However, nothing herein or in said schedule or map
shall be construed as a representation by any party hereto as to the
ownership of any interest other than such interest or interests as are
shown on said map or schedule as owned by such party. Exhibits A and
B shall be revised by the unit operatcr whenever changes in ownership
in the unit area render such revisions necessary or when requested by
the Commissioner of Public Lands, hereinafter referred to as "Commis-
sioner."

All land committed to this agreement shall constitute land
referred to herein as "unitized land" or "land subject to this agree-
ment."

2. UNITIZED SUBSTANCES: All oil, gas, natural gasoline and
associated fluid hydrocarbons in any and all formations of the unitized
land are unitized under the terms of this agreement and herein are
called "unitized substances."

3. UNIT OPERATOR: Sunray DX 0il Company, with offices at
10th Floor, Wilco Building, Midland, Texas, is hereby designated as
unit operator and by signature hereto commits to this agreement all
interest in unitized substances vested in it as set forth in Exhibit
B, and agrees and consents to accept the duties and obligations of unit
operator for the discovery, development and production of unitized sub-
stances 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 interests in unitized substances, and
the term "working interest owner" when used herein shall include or
refer to unit operator as the owner of a working interest when such an
interest is owned by it.

4., RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit operator
shall have the right to resign at any time but such resignation shall
not become effective until a successor unit operator has been selected
and approved in the manner prowvided for in Section 5 of this agreement.
The resignation of the unit operator shall not release the unit
operator from any liakility or any default by it hereunder occurring
prior to the effective date of its resignation.

Unit operator may, upon default or failure in the performance
of its duties or obligations hereunder, be subject to removal by the




same percentage vote of the owners of working interests determined in
like manner as herein provided for the selection of a ncw unit operator.
Such removal shall be effective upon notice thereof to the Commissioner.

The resignation or removal of the unit operator under this
agreement shall not terminate his right, title or interest as the owner
of a working interest or other interest in unitized substances, but
upon the resignation or removal of unit operator becoming cffective,
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 is
elected, to be used for the purpose 0of conducting unit operations here-
under. Nothing herein shall be construed as authcrizing removal of any
material, equipment and appurtenances needed for the preservation of
any wells.

5. SUCCESSOR UNIT OPERATOR: Whenever the unit operator shall
resign as unit operator or shall be removed as hereinabove provided,
the owners of the working interests according to their respective acreage
interests in all unitized land shall by a majority vote select a successor
unit operator; provided that, if a majority but less than seventy-five
per cent (75%) of the working interests qualified to vote is owned by
one party to this agreement, a concurring vote of sufficient additional
parties, so as to constitute in the aggregate not less than seventy-
five per cent (75%) of the total working interests, shall be required
to select a new operator. Such selection shall not become effective
until (a) a unit operator so selected shall accept in wiiting the duties
and responsibilities of unit operator, and (b) the selection shall have
been approved by the Commissioner. If no successor unit operator is
selected and qualified as herein provided, the Commissioner at his elec-
tion may declare this unit agreement terminated.

6. ACCOUNTING PROVISIONS: The unit operator shall pay in
the first instance all costs and expenses incurred in conducting unit
operations hereunder, and such costs and expenses and the working in-
terest benefits accruing hereunder shall be apportioned, among the
owners cof the unitized working interests in accordance with an operating
agreement entered into by and between the unit operator and the ownerxs
of such interests, whether one or mcre, separately or collectively.
Any agreement or agreements entered into between the working interest
owners and the unit operator as provided in this section, whether one
Oor more, are herein referred to as the "“"Operating Agreement." No such
agreement shall be deemed either to modify any of the terms and condi-
tions of this unit agreement or to relieve the unit operator of any
right or obligation established under this unit agreement and in case
of any inconsistencies or conflict between this unit agreement and the
operating agreement, this unit a.reement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as
otherwise specifically provided herein, the exclusive right, pr. vilege
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 sulstances are hereby delegated
to and shall be exercised by the unit operator s herein provided.
Acceptable evidence of title to said rights shall be deposited with
said unit operator and, together with this agreement, shall constitute
and define the rights, privileges and obligations of unit operator.




Nothing herein, however, shall be construed to transfer title to any

land or to any lease or operating agreecment, it being understood that
under this agreement the unit opcrator, in its capacity as unit operator,
shall exercise the rights of possession and use vested in the parties
heretc only for the purposes herein specified.

8. DRILLING TO DISCQOVERY: The unit operator shall, before
February 16, 1964, commcnce opcrations upon an adequate test well for
0il and gas upon some part of the lands embraced within the unit area
and shall drill said well with due diligence to a depth sufficient to
test the Pennsylvanian (Strawn-Atoka) formation or to such a depth as
unitized substances shall be discovered in paying quantities at a lesser /
depth or until it shall, in the opinion of unit operator, be determined
that the further drilling of said well shall be unwarranted or imprac-
ticable; provided, however, that unit operator shall not, in any event,
be required to drill said well to a depth in excess of 7800 feet. Until
a discovery of a deposit of unitized substances capable of being pro-
duced in paying dquantities (to-wit: quantities sufficient to repay the
costs of drilling and producing operations with a reasonable profit)
unit operator shall continue drilling diligently, one well at a time,
allowing not more than six months between the completion of one well
and the beginning of the next well, until a well capable of producing
unitized substances in paying duantities is completed to the satisfac-
tion of the Commissioner, or until it is reasonably proven to the sat-
isfaction of the unit operator that the unitized land is incapable of
producing unitized substances in paying quantities in the formation
drilled hereunder.

Any well commenced prior to the effective date of this agree-
ment upon the unit area and drilled to the depth provided herein for
the drilling of an initial test well shall be considered as complying
with the drilling requirements herecf with respect to the initial well.
The Commissioner may modify the drilling requirements of this section
by granting reasonable extensions of time when in his opinion such action
is warranted. Upon failure to comply with the drilling provisions of
h this article the Commissioner may, after reasonable notice to the unit

operator and each working interest owner, lessce and lessor at their |
iast known addresses, declare this unit agreement terminated, and all ;
rights, privileges and obligations granted and assumed by this unit

agreement shall cease and terminate as of such date.

9., OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED
SUBSTANCES: Should unitized substances in paying quantities be dis-—
covered upon the unit area the unit operator shall on or before six
months fcom the time of the completion of the initial discovery well
anG within thirty days after the expiration of each twelve months period
thereafter file a report with the Commissioner and Commission of the
status of the development of the unit area and the development contem-
plated for the following twelve months period.

It is understood that one of the main considerations for the
approval of this agreement by the Commissioner of Public Lands is to
secure the orderly development of the unitized lands in accordance with
good conservation practices so as to obtain the greatest ultimate re-
covery of unitized substances.




After discovery of unitized substances in paying quantitics
as herein defined, nit operator shall continue drilling diligently,
one well at a time, allowing not more than six months between the com-
pletion of one well and the beginning of the ncxt well until operator
has drilled a well on each numbered section within the unit area, ex-
cept Section 29, Township 18 South, Range 23 East,#

If the unit operator should fail to comply with the above
program for development, this agreement may be terminated by the Com-
missioner as to all lands of the State of New Mexico embracing unde-
velcped regular well spacing or preration units but in such event the
basis of participation by the working interest owners shall remain
the same as if this agreement had not been terminated as to such lands;
provided, however, the Commissioner shall give notice to the unit
operator and the lessees of record in the manner prescribked by Sec.
7-11-14, N.M. Statutes 1953 Annot. of intention to cancel on account
of any alleged breach of said covenant for reasonable development and
any decision entered thereunder shall be subject to appeal in the
manner prescribed by Sec. 7-11-17, N.M. Statutes 1953 Annot. and, prxo-
vided further, in any event the unit operator shall be given a rea-
sonable opportunity after a final determination within which to remedy
any default, failing in which this agreement shall be terminated as to
all lands of the State of New Mexico embracing undeveloped regular
well spacing or proration units.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a
well capable of producing unitized substances in paying duantities,
the owners of working interests shall participate in the production
therefrom and in all other producing wells which may be drilled pursuant
hereto in the proportions that their respective leasehold interests
covered hereby on an acreage basis bears to the total number of acres
cemmitted to this unit agreement, and such unitized substances shall
e deemed to have been produced from the respective lsasehold interest
participating therein. For the purpose of determining any benefits
accruing underxr this agreement and the distribution of the royalties
payable to the State of New Mexico and other lessors, each separate
lease shall have allocated to it such percentage of said production as
the number of acres in each lease respectively committed to this agree-
ment bears to the total number of acres committed hereto.

z

Notwithstanding any prcovisions contained herein to the con-
trary, each working interest owner shall have the right to take such
owner's proportionate share of the unitized substances in kind or to
personally sell or dispose of the same, and nothing herein contained
shall be construed as giving or granting to the unit operator the right
to sell or otherwise dispose of the proportionate share of any working
interest owner without specific authorization from time to time so to
do.

11. ALLOCATION OF PRODUCTION: All unitized substances pro-
duced from each tract in the unitized area established under this
agreement, ¢ xcept any part thereof used for production or development
purposes hereunder, or unavoidably lost, shall be deemed to be produced
edqually on an acreadge basis from the several tracts of the unitized
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land, and for thc purpose of determining any benefits that accrue on
an acreage basis, each such tract shall have allocated to it such
percentage of said production as its area bears to the entire unitized
area. It is hercby agreed that production of unitized substances from
the unitized arca shall be allocated as provided herein, regardless of
whether any wells are drilled on any particular tract of said unitized
area.

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

All royalties due the State of New Mexico under the terms of
the leases committed to this agreement shall be computed and paid on
the basis of all unitized substances allocated to the respective leases
committed hereto; provided, however, the State shall be entitled to
take in XKind its share of the unitized ssubstances allocated to the re-
spective leases, and in such case the unit operator shall make deliveries
of such royalty 0il in accordance with the terms of the respective leases.

All rentals, if any, due under any leases embracing lands
other than the State of New Mexico, shall be paid by the respect_ve
lease owners in accordance with the terms of their leases and all roy-
alties due under the terms of any such leases shall be paid on the basis
of all unitized substances allocated to the respective leases committed
hereto.

If the unit operator introduces gas obtained from sources
other than the unitized substances into any producing formation for the
purpose of repressuring, stimulating or increasing the ultimate recovery
of unitized substances therefrom, a like amount of gas, if available,
with due allowance for loss or depletion from any cause may be withdrawn
from the formation into which the gas was introduced royalty free as to
dry gas but not as to the products extracted therefrom; provided, that
such withdrawal shall be at such time as may be provided in a plan of
operation conscnted to by the Commissioner and approved by 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.

If any lease committed hereto is burdened with an overriding
royalty, payment out of production or other charge in addition to the
usual rovalty, the owner of each such lease shall bear and assume the
same out of the unitized substances allocated to the lands embraced in
each such lease as provided herein.

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS
THEY APPLY TO IANDS WITHIN THE UNITIZED AREA: The terms, conditions
and provisions of all leases, subleases, operating agreements and other
contracts relating to the exploration, drilling, Jdevelopment or opera-
tion for oil or gas o0f the lands committed to this agreement shall, as
of the effective date hereof, be and the same are hereby expressly
modified and amended insofar as they apply to lands within the unitized
area to the extent necessary to make the same conform to the provisions
hereof and so that the respective terms of said leases and agreenents
will be extended insofar as necessary to coincide with the term of this
agreement and the approval of this agreement by the Commissioner and
the respective lessors and lessees shall be effective to conform the




provisions and extend the term of each such lease as to lands within
the unitized area to the provisions and term of this agrcement; but
otherwise to remain in full force and effect. Each lecase committed

to this agreement, insofar as it applies to lands within the unitized
area, shall continue in force beyond the term provided therein so

long as this agreement remains in effect; provided drilling operations
upon the initial test well provided for her. n shall have been commeaced
or said well is in the process of being drilled by the unit operator
prior to the expiration of the shortest term lease committed to this
agreement. Termination of this agreement shall not :.ffect any lecase
which pursuant to the terms thereof or any applicable laws would con-
tinue in full force and effect thereafter. The commencement, comple-
tion, continued operation or production of a well or wells for unitizcd
substances on the unit area shall be construed and considered as the
commencement, completion, continued operation or production on each of
the leasehold interests committed to this agreement and operations or
production pursuant to this agreement shall be deemed to be operations
upon and production from each leasehold interest committed hereto and
there shall be no obligation on the part of the unit operator or any
of the owners of the respective leasehold interests committed hereto
to drill offsets to wells as between the leasehold interests committed
to this agreement, except as provided in Section 2 hereof.

Any lease embracing lands of the State of New Mexico having
only a portion of its lands committed hereto shall be segregated as to
the portion committed and as to the portion not committed and the terms
of such leases shall apply separately as to such segregated portions
commencing as of the effective date hereof. Notwithstanding any of the
provisions of this agreement to the contrary, any lease embracing lands
of the State of New Mexico having only a portion of its lands committed
hereto shall continue in full force and effect beyond the term provided
therein as to all lands embraced in such lease, if o0il and gas, or
either of them, are discovered and are being produced in paying quantities
from some part of the lands embraced in such lease committed to this
agreement at the expiration of the secondary term of such lease; or if,
at the expiration of the secondary term, the lessee or the nit operator
is then engaged in bona fide drilling or reworking operations on some
part of the lands embraced therein shall remain in full force and effect
so long as such operations are being diligently prosecuted, and they
result in the production of oil or gas, said lease shall continue in
full force and effect as to all of the lands embraced therein, so long
thereafter as oil and gas, or either of ther, are being produced in pay-
ing quantities from any portion of said lands.

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

15. DRAINAGE: In the event a well or wells producing oil ox
gas in paying quantities should be brought in on land adjacent to the
unit area draining unitized substances trom the lands embraced therein,
unit operator shall drill such offset well or wells as a reasonably
prudent operator would drill under the same or similar circumstances.

16. COVENANTS RUN WITH IAND: The covenants herein shall be
construed to be covenants running with the land with respect to the
interests of the parties hereto and their successors in interest until




this agreement terminates, and any grant, transfer or conveyance of
interest in land or leases subiect hereto shall be and hereby is con-
ditioned upon the assumption of all privileges and obligations herc-
under by the grantee, transferee or other successor in intcrest. No
assignment or transfer or any working, royalty or other interest sub-
Jject hereto shall be binding upon unit operator until the first day
of the calendar month after the unit operater is furnished with the
original, photostatic or certified copy of the instrument of transfer.

17. EFFECTIVE DATE AND TERM: This agreement shall become
cffective upon approval by the Commissioner and shall terminate in two
years after such date unless (a) such date of expiration is extended
by the Commissioner, or (b) a valuable discovery of unitized substances
has been made on unitized land during said initial term or any exten-
sion thereof in which case this agreement shall remain in effect so
long as unitized substances are being produced from the unitized land
and, should production cease, so long thereafter as diligent operations
are in progress for the restoration of production or discovery of new
production and so long thereafter as the unitized substances so dis-
covered can be produced as aforesaid. This agreement may be terminated
at any time by not less than seventy-five per cent (75%) on an acreage
basis of the owners of the working interests signatory hereto with the
approval of the Commissioner. ILikewise, the failure to comply with
the drilling requirements of Section 8 hereof may subject this agree-
ment to termination as provided in said section.

18. RATE OF PRODUCTION: All production and the disposal
thereof shall be in conformity with allocations, allotments and quotes
made or fixed by the Commission and in conformity with all applicable
laws and lawful regulations.

1©. APPEARANCES: Unit operator shall, after notice to other

parties affected, have the right to appear for and on behalf of any

and all interests affucted hereby before the Commissioner of Public
Lands and the New Mexico $il Conservation Commission, and to appeal
from orders issued under the requlations of the Commissioner or Com-
mission or to apply for relief from any of said regulations or in any
proceedings on its own behalf relative to operations pending before

the Commissioner or Commission:; provided, however, that any other in-
terested party shall also have the right at his own expense to appear
and to participate in any such proceeding.

20. 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 sent by postpaid registered mail,
addressed to such party cor 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 as any such party may have
furnished in writing to party sending the notice, demand or statement.

21. UNAVOIDABLE DELAY: All obligations under this agreement
requiring the unit coperator to commence or continue driliing or to
operate on or produce unitized substances from any of the lands covered
by this agreement shall be suspended while, but only so long as, the
unit operator despite the exercise of due care and diligence, is pre-
vented from complying with such obligations, in whole or in part, by
strikes, war, acts of God, Federal, State or municipal law or agencies,
unavoidable accidents, uncontrollable delays in transportation,




inability to obtain nccessary materials inh open market, or other
matters beyond the reasonable control of the unit operator whether
similar to matters herein enumerated or not.

22. LCSS OF TITLE: 1In the cvent title to any tract of
unitized land or substantial interest therein shall fail and the true
owner cannot be induced to join the unit agreement so that such tract
is not committed to this agreement or the operation thereof hereunder
becomes impracticable as a result thereof, such tract may be eliminated
from the unitized area, and the interest of the parties readjusted as
a result of such tract being eliminated from the unitized area. 1In
the event of a dispute as to the title to any royalty, working or
other interest subject hereto, the unit operator may withhold payment
or delivery of the allocated portion of the unitized substances in-
volved on account thereof without liability for interest until the dis-
pute is finally settled, provided that no payments of funds due the
State of New Mexico shall be withheld. Unit operator as such is re-
lieved from any responsibility for any defect or failure of any title
hereunder.

23. SUBSEQUENT JOINDER: Any o0il or gas interest in lands
within the unit area not commitcted hereto prior to the submission of
this agreement for final approval either by the Commission or Commis-
sioner may be committed hereto by the owner or owners of such rights
subscribing or consenting to this agreement or executing a ratification
thereof, and if such owner is also a working interest owner, by sub-
scribing to the operating agreement providing for the allocation of
Ccosts of exploraticon, develecpment and operation. A subsedquent joindex
shall be effective as of the first day of the month following the ap-
proval by the Commissioner and the Commission of duly executed counter-
parts of the instrument or instruments committing the interest ¢f such
owner to this agreement, but such joining party or parties before par-
ticipating in any benefits hereunder shall be required to assume and
pay to unit operator their proportionate share of the unit expense in-
curred prior to such party's or parties' joinder in the unit agreement,
and the unit operator shall make appropriate adjustments caused by
such joinder, without any retroactive adjustment of revenue.

24. COUNTERPARTS: 17This 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 referring hereto, and shall be binding upon ail
those parties who have executed such a counterpart, ratification or
consent hereto with the same force and cffect 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.

IN WITNESS WHEREOF, the undersigned parties hereto have
caused this agreement to be executed as of the respective dates set
forth opposite their signatures.

ATTEST: SUNRAY DX OIL, COMPANY
By
Secretary Vice President
Address: Tenth Floor,
Date

Wilco Building, Midland, Texas

- g - UNIT OPERATOR
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WORKING INTEREST OWNERS

ATTEST: SUNRAY DX OIL COMPANY
By
Secretary
Address: 4
Date
ATTEST: TTHE ATLANTIC REFINING COMPANY
By
Secretary
Address:
Date
ATTEST: BELL PETROLEUM COMPANY
By
Secretary
Address:
Date
ATTEST: SOUTHERN MINERALS CORPORATION
By
Secretary
Address:
Date

- 10 -
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STATE OF
) ss,
COUNTY OF )

The foregoing instrument was acknowledged before me this
‘ day oi November, 1963, by .
| President of Sunray DX 0il Company, a corporation, on
} behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF

N
u
wn

COUNTY OF

The foregoing instrument was acknowledged before me this
day of November, 1963, by
President of The Atlantic Refining Company, a
corporation, on behalf of said corporation.

s

My Commission Expires:

Notary Public

STATE OF )
) ss.
COUNTY OF )
The fcoregeing instrument was acknowledged before me this
day of November, 1963, by .
President of Bell Petroleum Company, a corporaition,

on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF
) ss.
COUNTY OF

The foregoing instrument was acknowledged before me this
day of November, 1963, by .
resident of Southern Minerals Corporation, a
corporation, on behalf of said corporation.

My Cormission Expires:

Notary Public




STATE OF )
sSs.
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of November, 1963, by .

President of Sunray DX 0Oil Company, a corporation,
behalf of said corporation.

My Commission Expires:

on

Notary Public

STATE OF

N’ mr”  “au”
w
wn

COUNTY OF

The foregoing instrument was acknowledged before me this
day of November, 1963, by .

President of The Atlantic Refining Company, a

corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
} ss.
COUNTY OF )

4}
o]
0
;‘
3
)
%
(]
o]}

The foregoing instrument wa ; ged pefore me this
day of November, 1963, by '

President of Bell Petroleum Company, a corporation,
on behalf of said corpeoration.

My Commission Expires:

Notary Public

STATE OF
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of November, 1963, by ,

President of Southern Minerals Corporation, a

corporation, on behalf of said corporation.

My Commission Expires:

Notary Public




STATE OF
COUNTY OF

The foregoing instrument was acknowledged beforc me this
day of November, 1963, by '

President of Sunray DX 0il Company, a corporation,
behalf of said ccrporation.

My Commission Expires:

on

Notary Public

STATE OF )
SS.
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of November, 1963, by '

President of The Atlantic Refining Company, a

corporation, on behalf of said coiporation.

My Commission Expires:

Notary Public

STATE OF
SS.
COUNTY OF )

The foregoing instrument was acknowledced before me this
day of November, 1963, by ,

President of Bell Petroleunm Company, a corporation,
on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
) ss.
COUNTY OF

The foregoing instrument was acknowledged before me this
day of Novenber, 1963, by '

President of Southern Minerals Corporation, a

corporation, on behalf of said corporation.

My Commission Expires:

Notary Public
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EXHIBIT “A"

HCPE UNIT AREA
Eddy Co., New Mexico

———— State Lands




EXHIBIT ''B"
HOPE UNIT AREA - EDDY COUNTY, NEW MEXICO

Tract No. Serial No. and Royal ty Overriding
NO. Description of Acres Lease Expiration Lessee of Record Percentage Royalty Working Interest Qwner
1. NEZ, S% Sec. 16, 185-23E 480.00 £-7876 Sunray DX 0il Co. State - 12% None Sunray DX Qil Company
2/16/64
2. NWL Sec. 16, 185-23E 160.00 K-1426 Bell Petroleum Co. State - 123 None Bell Petroleum Co.
5/16/71
3. Lots 1,2,3,4, EZW%, SEZ L62.96 £E-7863 Sunray DX 0il Co. State - 123 None Sunray DX 0il Company
Sec. 19, 18S-23E 2/16/6kL
L, NEZ Sec. 19, 185-23E 160.00 K=-941 Southern Minerals State - 123 None Southern Minerals
11/158/70 Corp. Corp.
5. NEZ, SWE, S3NWt Sec. 20, 400.00 E-7869 The Atlantic State - 123 None The Atlantic Ref. Co.
185~23E 2/16/6k Refining Company
6. SEL, NINWL Sec. 20, 18S-23E 240.00 K-1426 Bell Petroleum Co. State - 12% None Bell Petroleum Co.
5/16/71
7. EZ, EWL, SWINWL, SWZSWE 56C.00 £-7870 The Atlantic State ~ 12% None The Atlantic Ref. Co.
Sec. 21, 18s5-23E 2/16/64 Refining Company
8. NWINWZ, NWZSWZ Sec. 21, 80.00 K-2436 Sunray DX 0ii Co. State - 12% None Sunray 0X 0il Company
185-23E 5/16/72
g. S+, SINL, NINEL, Sec. 28, 560.00 E-7871 Sunray DX 0il Co. State - 123 None Sunray DX 0il Cempany
185-23E 2/16/64
10. NZNWZ Sec. 28, 18S-23E 8¢.00 K-2436 Sunray DX 0il Co. State - 12% None Sunray DX Qil Company
5/16/72
1. All of Sec. 29, 185-23E 640.00 E-7872 The Atlantic State - 12% None The Atiantic Ref. Co.
2/16/64 Refining Company
3822.96

PERCENTAGE OF OWNERSHIP

Sunray DX 0il Company 43.49928
The Atlantic Refining Company L1.85239
Bell Petroleum Company 10.46310
Southern Minerals Corporation 4.18523

TOTAL 100.00000
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

EXAMINER HEARING

w w G wh G» em em W W s 0 @ WS s ®n e W W e W W W W= =

IN THE MATTER OF:

Application of Sunray DX 0il Company for a
unit agreement, Eddy County, New Mexico. Ap-
plicant, in the above-styled cause, seeks ap- o
proval of the Hope Unit Areca comprising . Y
3822.96 acres, more or less, of State land in ) Case No. 322}__://
Township 18 South, Range 23 East, Eddy County, -
New Mexico. And, Application of Sunray DX Oil) Case No._2952
Company for a unit agreement, Eddy County, New)

Mexico. Applicant, in the above-styled cause,

seeks approval of the South Hope Unit Area com-)

-Erlslng 3778.27 acres, more_or less, of State
and. ln.Iownphlp.lB.South Ranges 2L and 23 .
East, and Township 19 South, Range 23 East,

Eddy County, New Mexico.
BEFORE : Elvis A. Utz, Examiner.

TRANSCRIPT OF HEARING

December L, 19063.
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a il

R, YTZs Case 2951 .
1iR. DURRETT: Application of Sunray DY 01} Company for

agrecment, Lddy County, Kew exico. Ap 1jcant, in the
&5 s ’

above~styled Cause, secks approval of the lope Unit Avca COmMpTis—

ing 3822.96 acres, more or less, of State 1and in Township 18

South,

Range 23 tast, zddy County, New MexiccCe.

¥R, WHITE: If the Bxaminaer please, Charles White,

santa Fe, New Vexico, appearing ou behalf of the applicant. We

have two witressSesSe {f the Examiner nlease, for the purpose of

the hearing we would like to consolidate Cases 2951 and 2952.

iR, UTZ3: HOpS and South Hope, voth unit agreements?
MR, WHITE: Yes, 3iT.

MR. UTZ: 2951 and 52 will Dbe consolidated for testi-

mony. Separate orders will be written.
(Witnesses SWOTTL. )
(Whereupor:, Applicant's Exhi-
bits MNos. 1 - 5 were marked
for identification.)
Ao L. HALLMAI
called as a witness, having been £iprst duly sviorn, cestified as
follows:
DIRECT EYAMINATION
BY iR. WHITES
Q ill you state your name and address?

®
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A My name is A. L. !Yallman, address, Roswell, Hew Mexico,
Q@ By whom are you employed and in what capacily?

A Employed by Sunray DX 0il Company as District Land Man,

Q How long have you been Distriet Land Man in the Roswell
area?

A Five years.

Q Are you familiar with the subject South Hope Unit Agree-

ment and Hope Unit Agreement?

A Yes, sir.

Q What arcas does each unit embrace, and in so describing
them refer to what has been marked Exhibit MNo. 17

A The Hepe Unit area outlined in blue embraces all the
land in Sectims 16, 19, 20, 21, 28 and 29, 18 South, 23 East. The
South Hope Unit area outlined in red on our plat embracss all the

lands in Sections 25 and 36, 18 South, 21 Fastj Sections 30 and 31}

18 South, 23 East, and Sections 6 and 7, 19 South, 23 East,

Q Does this exhibit also show the offset lcase owners?
A Yes, sir.
Q Who will be the unit operator of the proposed units?

A Sunray DX 0il Company.
Q Will you refer to and identify Exhibits 2 and 37?
A Exhibits 2 and 3 are the standard unit agreements approvegl

by the State Land Commissioner,

®
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] Will you briefly state what the drilling programs are
contemplated to be for cach unit?

A For the ilope Unit, drilling operations are to commence
on a test well in Section 19 ¢n or beflore February 16, 1964 with
continuous development on cach numbered section in the unit area,
with six months between wells., The South Hope Unit areca has the
same development program except the first well will be drilled in
Section 31 of 18 South, 23 East.

Q Are the land descriptions in the unit agreements the
same as depicted on the unit arca on Exhibit 17

A Yos, I would like to make a correction on Exhibit B of
the Hope Unit area.

Q That is part of the exhibit -~

A That is part of the unit agreecment.

Q Is that the Hope or South Hope?

A The Hope Unit. Tract Nlo. 1 the serial number should
read E-7867. Tract No. 3 --

MR. UTZ: Just a minute, please. What page would that
be on?

A The very last page.

MR. UTZ: 78677
A Yes, sir. Tract No. 3 should read E-7868, For the Soutl

Hope Unit area, the last page, a cocrrection for Tract No. 10
3 pO’ >

®
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serial number should read FE-7879.

Q

both unit

>

>

A

Q

part of the unit agrecments if it is approved in all or signed up?

A
Q

mitted in evidence.

witness.

Did you state that the State Land Office has approved
agreementis?

Yes, sir, as to form and content.

What portion of the arvea in each unit is state owned?
All of the lands in each unit are state lands,

What percent of participation do you have cormitted?
One hundred percent participation in each unit,

Is this a standard form unit agreement?

Yes, sir.

Will you submit to the Commission a confirmed counter-

Yes, sir.

Was Exhibit 1 prapared by you and under your direction?
Yes, sir,

MR. WHITE: At this time we offer Exhibits 1, 2 and 3.

MR, UTZ: VWithout objections, 1, 2 and 3 will be ad-

{Whereupon, Applicantts Exhi-~
tits Nos., 1, 2 and 3 were
offered and adwmitted in
evidence,)

IfR. WHITE: That concludes our testimony as to this

®
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ROSS EXAMINATION

A

BY MR, UTZ:

Q Exhibit 1 will be Exhibit 1L for both cases, is that
right?
A Yes, sir.
Q Exhibit 2 will be just the Case 2951, is that correct?
MR, WHITE: Yes; sir.
Q And Exhibit 3, 295272
A Correct.
MR. UTZ: Does that complete your testimony?
MR. WHITE: Yes, it does.
MR. UTZ: Any questions of the witness?
MR. DURRETT: I have one question.
MR, UTZ: BMr. Durrett,

BY MR. DURRETT:

Q Referring to your unit agreemsnts, they do correctly
dascribe the area involved in each case, is that correct?
A Yes, sir.
MR. UTZ: Any other questions? The witness may be
excused.
(Witness excused.)

PAUL_J. BZAUER

called as a witness, having been first duly sworn, testified as

®
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DIRECT EXANMIINATION

BY MR. WHITE:

Q Will you state your name and address, please?
A Paul J. leauer, Midland, Texas.,

Q By whom are you cnployed and what capacity?

A Sunray DX 0il Cempany as Division Geologist.

Q Are you familiar with Cases 2951 and 29527

=

Yes, I am.

&£

Are you the same Mr. Beauerthat testified in Case 2925

the Dxaminer of the Uil Conservation Commission --

A Yes, sir.
Q -~ on QOctober 30, 196372
A Yes, sir,

MR. WHITE: If the Examiner please, we would like to ask
that administrative notice be taken of the testimony of Mr, Beauer
in Case 2925 upon which Order R-2598 was issued November 13. This
is in regard to Sunray's application for the creation of a Strawn
Gas Pool and for special tempcrary pcol rules. That would limit
our testimony if the Examiner would see fit to do so.

MR, UTZ: COCrder 2598 was special pool rules for which
pool, now?

MR. WHITE: Tor the Strawn Cas Pool.

®
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IR, UT2: Tor a Strawn Gas rocl. There might be some
other name, might there not? South Hope Strawn Gas Pool, would
that be the proper name?

IMR. WHITE: That's correct.

MR. UTZ: The Examiner will take adwministrative notice
of Order 2598,

MR, WHITE: And will it also take notice of the testi-
mony of Mr, Beauerin that case?

MR, UTZ: Yes, in that case.

Q (By Mr. White) lir. Beauer, have you made any additional
geological studies since the hearing of Casc 29252

A Yes, I have,

Q What did those studies consist of?

A Two interpretations based upon one structure map, the
first one being on the top of the Mississippian Chester, Both
maps are on top of the Mississippian Chester. This one shows an
Atoka sand bar in the easterly part of the areca with a Strawn
sand bar --

Q Is that depicted on Exhibit 47

A Yes.

Q Go ahead and explain Exhibit 4.
A The Strawn sand bar being shown in a light blue color in

the westerly part of the area encompassing most of the area of the

®
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South Hope Uni. and the westeriy portion of the Hope Unit, The
western purple line there, we depict as the edge of the Atoka Sca
with the 3travm Seca coming in later, transgressing to the west,
but with Lhe facies changing both east and west of Lhe gas pro-
duction,

Q In your opinion is the acreage underlying each unit
reascnably calculated to be productive of gas?

A Yes, sir.

Q Does this exhibit support your prior testimony?

A Yes, sir.

Q Do you have any additional information tending to show
any possible production at a more shallow depth?

A Yes, sir,

Q Ts that reflected in Exhibit 5%

A Exhibit 5. Exhibit 5 is the same structural marker,
being atop the Mississippian Chester, but imposed thereon in the
easterly portion of the map is the Cisco limestone porosity trap
which we interpret to be a stratigraphic trap. The Strawn saad
bar is exactly the same as portrayed on a previous exhibit. The
Cisco limestone porosity was encountered in our No. 1 State A. J.
dry hole drilled in Section 29, 18 South, 23 East.

There was 10 feet of porosity with a slight show of gas and

samples, and it was not tested. This particular porosity zone is

®
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60 feet thick in the Southern Union dry hole in Scction 24, 18,
23, tested dry. The Magnolia Ho. 1 Yres Ranch in Section 10,
19 South, 23 Bast cncountered 30 feetl of porosity in the Cisco,
and its best test swabbed 25 barrels of o0il and 79 barrels of
water in 24 hours. The zone aventually went to water, no com-
mercial production was cever reported. We think there's an ex-
cellent chance that Cisco stratigraphic trap will be in the most
easterly part of the Hope Unit.

") In your opinion will the approval of these unit agree-

ments be in the interest of conservation and tend to prevent

waste?

A Yes, sir.

Q Were Exhibits 4 and 5 prepared by you or under your
direction?

A Yes, sir,

Q Does this conclude your testimony?

A Yes, sir.

MR WHITE: At this time we offer Exhibits 4 and 5.
MR. UTZ: Without objection, Exhibits 4 and 5 will be
entered into the record of this case.
(Whereupon, Applicantts Exhi-
bits Nes. 4 and 5 were offers

ed and admitted in evidence.

MR. WHITE: That concludes our presentation.

®
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MR. UTZ: Are there questions of the witness? The
witness may be excused,
(Witness excused,)
MR. UTZ: Any other statements in this case? The case

will be taken under advisement,

STATE OF NEW MEXICO )
) S8
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Courl Reporter, do hereby certifly that the
foregoing and attached transcript of proceedings before the New
Mexico 0il Conservation Commission at Santa Fe, New lMexico, is a
true and correct record to the best of my knowledge, skill and
ability.

IN WITNESS WHEREOF I have affixed my hand and notarial seal

this 7th day of December, 1943,

yt
Lré}k".cn/ /\/ A_,aL,—‘-c/./c/(, {,f/
AT i dmemem DLl 2 “
novary Iuviic-Ccurt Pwpcrtc:‘

My commission expires:

June 19, 1967.

I do heredy tertity that -
the :
a complete record of the proo::drgggngnu
the Exaniner heari of Casea No.2-€ s=/g 52

heard b
Y IEpn. WA M, 19.6 3

st

—-» Examiner

New Wéxico 011 Con's-e“z.-;a't':i Comuiassion

®©
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE CF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 2951

Oorder No. R-__ . (772

—

BY THE COMMISSION:

This cause came on for hearing at 9 O Clutk d.ii. O
December 4 , 1963 , at Santa Fe, New Mexico, before Elvis A. Utz

Examiner duly appointed by the 0il Conservation Commission of New
Mexico, hereinafter referred to as the "Commission," in accordance
with Rule 1214 of the Commission Rules and Regulations.

NOW, on this day of December , 1%3 , the Commission,
a quorum being present, having considered the application, the
evidence adduced, and the recommendations of the Examiner,
Elvis A, Utz . and being fully advised in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Sunray DX 0il Company . Seeks

approval of the Hope Unit Agreenment cover-

ing 3,822.96 acres, more or less, of Stater-Federai-and-Fee landy
in Township 18 South, Range 23 East, NMPM, Eddy
County, New Mexico.

(3) That approval of the proposed Hope

Unit Agreement will in principle tend to promote the conservation of
0il and gas and the prevention of waste.

IT IS THEREFORE ORDERED:

(1) That the Hope Unit Agreement is

hereby approved.
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(2) That the plan under which the unit area shall be cper-

‘ated shall be embraced in the form of a unit agreement for the

]development and operation of the Hope
; [

fUnit Area, and such plan shall be known as the Hope

y

Unit Agreement Plan.

i

. (3) That the Hope Unit Agreement i
L ?

iplan is hereby approved in principle as a proper conservation i
'

imeasure; provided, however, that notwithstanding any of the

i

jprovisions contained in said unit agreement, this approval shall

st
inot be considered as waiving or relinquishirg, in any manner, any

f
{right, duty, or obligation which is now, or may hereafter be,
i
|
b

%vested in the 0il Conservation Commission of New Mexico by law

i
\

relative to the supervision and control of operations for the

exploration and development of any lands committed to the

Hope Unit, or relative to the produc-

tion of oil or gas therefrom.

il (4) (a) That thec unit area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

l EDDY COUNTY, NEW MEXICO
TOWNSHIP 18 SGUTH, RANGE 22 EAST

gt

'y ;;a:’dbﬂﬂ
i &y ‘7/: dhﬂ’
; ¢r A9

i containing _3,822.96  acres, more or less.

k {(b) That the unit area may be enlarged or contracted !
., as provigded in said plan; provided, however, that administrative
. approval for expansion or contraction of the unit area must also

- be obtained from the Secretary-Director of the Commission.
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{
T

:E {5) That the unit operator shall file with the Commission

an executed original or executed counterpart of the Hope

Unit Agreement within 30 days after the effective d

g
H
{

i%date thereof. 1In the event of subsequent joinder by any party or
i

! . . . .

i‘Eexpanss.on or contraction of the unit area, the unit operator shal

%ifile with the Commission within 30 days thereafter counterparts o

f
|

the unit agreement reflecting the subscription of those interests

SO .. . SIS .. PP

‘having joined or ratified. E

!
(6) That this order shall become effective upon the approv%l

of said unit agreement by the Commissioner of Public Lands for thj

State of New Mexico anéL4#w»4Haxuaun;4aé—the—Unéteé—SQZ;:;k4§aa}egéé—

eat-—HSurveyr and shall terminate ipso facto upon the termination of

said unit agreement. The last unit operator shall notify the

Comnission immediately in writing of such termination.

(7) That jurisdiction of this cause is retained for the

{
{
entry of such further orders as the Commission may deem necessary%

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.




