ation of SUNRAY DX
1 of the SOUTH

HOPE UNIT AGREEMENT, EDDY COUNTY.

CASE 2952: applic
OIL CO. for approva
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Unit Name gQUTH HOPE UNIT
Operator _EDDY

B

seC

REINSTATED: 10-15-64 County SUNRAY DX OIL COMPANY S
\‘.\o\\ .\.\ (L —_—
1-15-65 . ‘

DATE OCC CASE NO. 2952 EFFECTIVE TOTAL SEGREGATION
APPROVED OCC _ORDAR_NO. B-2616 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
Commissioner: 0oCC: 12-10-63 2-7~64 1263.53 1263.53 . ~0- -0- -0~ Yes 2 years ar
2-7-64 so long as

UNIT AREA | .

TOWNSHIP 18 SOUTH, RANGE 21 EAST, NEW MEXICO PRINCIPAL MERIDIAN

Section 36: All

TOWNSHIP 18 SOUTH, RANGE 23 EAST, NEW MEXJICO PRINCIPAL MERIDIAN

Section 30: All

L3




Unit Name SOQUTH HOPE UNIT
Operator _ SUNRAY DX OIT. COMPANY

REINSTATED: 10-15-64 County EDDY
1-15-65
STATE LEASE INSTI- RATIFILED ACREAGE
TRACT NO. NO. TUTION SEC. TWP. RGE. SUBSECTION DATE - ACRES NOT
RATIFIZ LESSEE
2 E-7866 c.S. 36 18s 21E All 2-4-64 640,00 PAN AMERICAN PETROLE
CORPORATYION
3 E-7873 UNIV. 30 185 23E  E/2NE/4, SW/4NE/4, SE/4, .
E/2SW/4, LOTS 1,2,3,4 12-4-63 503.53 THE ATIANTIC REFININ
’ COMPANY
4 K-2436 UNIV. 30 18S  23E E/2NW/4, NW/4NE/4 11-26-63 120.00 ' SUNRAY DX OIL COMPAN
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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 0il 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 gbove-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, Eddy 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 County, New Mexico.

Application of Ambassador Oil Corporation for a unit agreement, Lea County,
New Mexico. Applicant; in rhe ahove-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 a waterflood 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, Townshiip 22 South, Range 37 East, Lea County, New Mexico, by
the conversion to water injection of 5 welis 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.




Note: There will be no EXAMINER HEARING in

: DOCKET NO, 35-
the Second Half of December ' 35-63

DOCKET: EXAMINER HEARING - WEDNESDAY - DECEMBER 4. 1963

9:00 A.M. - OIL CONSERVATION COMMISSION CONFLERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO
The following cases will be heard before Elvis A. Utz, Examiner, or Daniel S,
Nutter, Alternate Examiner:

CASE 20845 Abplication of Shell Cil Company for the creation of a Devonian Gas Fool
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 4, Township 24 South, Range 34 East.
Applicant further seeks the establishment of special pool rules, including
a provision for 640-acre spacing units and for fixed well locations.

CASE 2946: Application of Shell Oil 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 o0il from the Vacuum-Yates and Vacuum-Paddnck Pools through
parallel strings of tubing.
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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
the North iine and 330 feet from the East line of Section 21, Township 8
South, Range 36 East, South Prairie-Pennsylvanian Pool, Rcosevelt County,
New Mexico.

CASE 2943 Application of the Atlantic Refining Company for a pressure maintenance
project, San Juan County, New Mexico. 4Applicant, 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 Oil Pool, San Juan County, New Mexico, by the injection of water
through 13 wells located in Sections 6, 7, 8, 17 and 1i&, Township 31

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

CASE 2949: Application of Phillips Petroleum Company for an exception to Rule 309-4,
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.

CASE 2950: Application of Amerada Petroleum Corporation for the creation of a new
gas pool 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 was
discovered by applicant's S, E. Anderson "A" Well No. 1 located in Unit
P of Section 19, Township 9 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
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BEFORE THF OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

ASE No. 2952

Order No. R- 2 E'»_/_f

APPLICATION OF SUNRAY DX OIL COMFANY
FOR APPROVAL OF THE SOUTH HOPE UNIT -
AGREEMENT, EDDY COUNTY, NEW MEXICO. T

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on f£or hearing at 9 o‘clock a.m. on
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 _ pDecember , 19%3 , the Commission,
a quorum being present, having considered the application, the
evidence adduced, and the recommendations of the Examiner,
Bivis 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 . Beeks

approval of the Souvth Hope Unit Agreement cover-

ing _3,778.27 acres, more or less, of State;-Federwi-uand Ffee landy

and Township 19 South, Range 23 East,
in Township 18 South, Ranges 21 and 23 East,/NMPM, _Eddy
Count:, New Mexico.

(3) That approval of the proposed South Hope

Unit Agreement will in principle tend to promote the conzervaiion of
oil =nd gas and the prevention of waste.

TI REFO 9 ]

(1) That the South Hope Unit Agreement is

hereby approved,
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- CASE No. 2952

(2) That the plazn under which the unit area shall be oper-

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

~development and operation of the south Hope

‘Unit Area, and such plan shall be known as the South

‘ Hope Unit Agreement Plan. ’
{3} That the South Hope Unit Agreement ?

7{Plan is hereby approved in principle as a proper conservation

i@measure; provided, however, that notwithstanding any of the

,jprovisions contained in said unit agreement, this approval shall
%,not be considered as waiving or relinquishing, in any manner, anyg
! right, duty, or obligation which is now, or may hereafter be, |
Ejvested in the Cil Conservation Commission of New Mexico by law
firelative to the supervision and control of operations for the i

| exploration and development of any lands committed to the

!
’E South Hope Unit, or relative to the produc-
| tion of oil or gas therefrom.
i (4) (a) That the unit area shall be: |
NEW MEXICC PRINCIPAL MERIDIAN
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i containing _3,778.27 acres, more or less.

ﬁ (b) That the unit area may be enlarged or contractedg
as provided 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 Commigsion.
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(5) That the unit operator shall file with the Cummiseion

an executed original or executed counterpart of the South

. Hope Unit Agreement within 30 days after the effective

¥

Edate thereof, 1In the event nf subsequent joinder by zny party ox

fexpansion or contraction of the unit area, the unit operator shall

ifila with the Commission within 30 days thereafter counterparts Oé
: :
xthe unit agreement reflecting the subscription of those interestsé
;having joined or ratified. |
% (6) That this order shall become effective upon the approv%l
|

t
. of said unit agreement by the Commissioner of Public Lands for the

State of New Mexico.and—tha—Di:Gwunu+{#L4%e—99&%eé~6&atea—€kﬁﬂfg&4—

}
4
}
¥

cal-Suxvey,r and shall terminate ipso facto upon the termination oﬁ
|
said unit agreement. The last unit operator shall notify the !

i

Comnpiesion immediately in writing of such termiration.

'
t
i

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

.
i

entry of such further orders as the Commission may deem necessary.

t
!
i

DONE at santa Fe, New Mexicc, on the day and year herein-
above designated.
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TINIE ATLANTIC REFINING COMPANY

INCORDPORATED - (810

PETROLETUM PRODUCTS

DOMESTIC PRCDUCING DEPARTMENY
NEV/ MEXICO DISTRICY

BOONE MACAULAY. DISTRICT MANAGER

2E>Ng
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. CHAMPION, DISTRICT LANDMAN

. EASTES, DISTRICT GEOPHYSICISY

. DOUGLAS, CiSTRICT GEOLOGIST

. KLOXIN, DISTRICY DRLG . & PROD. SUP'Y.
. TOMLINBON, DISTRICT ENGINEER

. WARE. ADMINISTRATIVE SUPERVISOR November 26, 1963

New Mexico Oil Conservation Commission
Post Office Box 871

Santa Fe, New Mexico

ATTENTION: Mr, Daniel S, Nutter

Re: Case No, 2952

Gentlemen:

The Atlantic Refining Company urges the Commission to

approve the Sunray-DX Oil Company's application to form
a unit to be designated the South Hope Unit comprising
3778427 acres in Eddy County, New Mexico, The Atlantic

Refining Company will own a working interest in this unit
if it is formede

Yours wvery truly,

M/)Mw

(D]
Vi I :’E 3
MAILING ANDRESS
P.O. BOX 1978
ROSWELL, NEW MEXICO

W, P, Tomlinson rec

VRC :pam

ce: Mr, A, L, Hallman
Sunray-DX 0il Company
Post Office Box 1416
Roswell, New Mexico






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

THIS AGREEMENT, entercd into as of the 20th day of November,
1863, 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, royvalty

or other o0il or gas interests in the unit area subject to this agreement;
and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Sec. 3, Chap. 88,
Laws 1943) as amendea 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 0il 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
¢cxr all of anv o0il 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 conser-
vation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the
South 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 agree-
ment 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 Jdes-
ignated and reccognized as constituting the uvnit area:



EDDY COUNTY, NEW MEXICO

TOWNSHIP 18 SOUTH, RANGE 21 EAST, N.M.P.M,
Scction 25: All Section 36: All

TOWNSHIP 18 SQUTH, RANGE 23 EAST, N.M.P.M.
Scection 30: All Section 31: All

TOWNSHIP 19 SQUTH, RANGE 23 EAST, N,.M.P.M.
Section 6: All Section 7: All

containing 3778.43 acres, more or less.

Exhibit A attached hereto is a map showing the unit area and 4
the boundaries and identity of tracts and leases in said area to the
extent known to the unit operator. Exhibit B attached liereto is a
schedule showing to the extent known to the unit operator the acreage,
percentage and kind of ownership of o0il 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 az owned by such party. Exhibits 2 and
B shall be revised by the unit operator 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 "Comuis-
gionexr."

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 Exhibkit
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
t” - 7 "rm "working interest owner" when utsed herein shall include or
refer to unit operator as the owner of a working interest when such an
interest is owuned 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 mannar provided for in 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
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 dectermined an
i1ike manner as herein provided for the selection of a new unit operator.
Such removal shall be effective upon notice thereof to the Commissioncr.

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 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 and expenses and the working in-
terest benefits accruing hereunder shall be apportioned, among the
owners of the unitized working interests in accordance with an operating
agreement entered into by and between the unit operatcr 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 operatocr 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 TINIT QPERATOR: 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 coavenient for prospecting for, producing, storing,
allocating and distributing the unitized substances 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 hecrein, however, shall be construed to transfer title to any
land or to any lecase or opcrating agrcement, it being understood that
under this agrcement the unit operator, in its capacity as unit
opcrator, shall exercise the rights of possession and use vestea in
the partics hereto only for the purposes herein specified.

8. DRILLING TO BISCOVERY: The unit opcrator shall, before
February 16, 1964, commence operations upon an adequate test well for
oil 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 dquantcities 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 & depth in excess cof 7600 feet. Until
a discovery of a deposit of unitized substances capable of being pro-
duced in paying quantities (to-wit: duantities 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 dquantities is completed to the satisfac-
tion of the Commissioner, or until it is reasonably Hroven 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 reduirements hereof with respect to the initial well.
The Commissioner may modify the drilling redquirements of this section
by granting reasonable extensions of time when in his opinion such ac-
tion is warranted. Upon failure to comply with the drilling provisions
of this article the Comwissioner may, after reasonable notice to the
unit operator and each working interest owner, lessce and lessor at
their last known addresses, declare this unit agreement terminated, and
all ricghts, 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 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 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
recovery of unitized substances.



After discovery of unitized substances in paying quantitics
as herein defined, 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
operator has drilled a well on each numbered section within the unit
area, except Section 30, Township 18 South, Range 23 East, and Section
36, Township 18 South, Range 21 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-
veloped regular well spacing or proration units but in such event thr
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 Commissiconer 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 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, 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 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 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 proportions that their respective leasehold interests
covered hereby on an acreade basis bears to the total number of acres
committed to this unit agreement, and such unitized substances shall
be deemed to have been produced from the respective leasehold interests
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 hereii 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, except any part thereof used for production or development
purposes 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 purposc of determining any benefits that accrue on
an acreage basis, cach such tract shall have allccated to it such
percentage of said production as its arca bears to the cntire unitized
areca. It is hereby agreed that production of unitized substances from
the unitized area shall be allocated as provided hercin, recgardless 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 o0il 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 respective
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 allccated to the resvective 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 2llowance 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 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 preduction or other charge in addition %o 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 INSQFAR 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 cr oOpera-
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 tc 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 cxtend the term of cach such lease as te lands within
the unitized arca to the provisions and term of this agrcement; but
otherwisc to remain in full force and cffect. Each lcase committed

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

long as this agreement remains in cffect; provided drilling operations
upon the initial test well provided for her n shall have becen 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 uaffect any lease
which pursuant to the terms thereof or any applicable laws would con-
tinue in full force and effect thereafter. The commencement, comple-
tidn, continued operation or production of a well or wells for unitiz¢d
substances on the unit areca 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 desmed 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 hereof.

Any lease embracing lands of the State of New Mexico having
only a portion of its lands committed hereto shail be segregated as tc
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 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; cr 1if,
at the expiration of the secondary term, the lessee or the unit operator
is then engaged in bona fide drilling or reworking operaticns 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 o0il or gas, said lease shall continue in
full force and effect as to all of the lands embraced therein, so long
thereafter as o0il and gas, or either of therm, are being prcduced in pay-
ing dquantities from any portion of said lands.

14. CONSERVATION: Cperations 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. DRAINACE: In the event a well or wells producing o0il or
gas in paying duantities 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




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 assumplion of all privilcges and obligations herc-
under by the grantee, transferce or other successor in interest. No
assignment or transfer or any working, rovalty or other interest sub-
ject hereto shall be binding upon unit operator until the first day
of the calendar nonth after the unit operator is furnished with the
original, photostatic or certificed copy of the instrument of transfer.

17. EFFECTIVE DATE AND TERM: This agreement shall become
effective unpon approval by the Commissioner and shall terminate in two
yvears after such date unless (a) such date of expiration is extended
by the Commissioner, or (k) 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. 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, allotments and quotas
made or fixed by the Commission and in conformity with all applicable
laws and lawful 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 Commissioner or Com-
mission or to apply for relief from any of said regulations or in any
proceedings on its own behalf relaitive Lo operaticnc 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 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 operator to commence or continue drilling 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 in open market, or other
matters beyond the recasonable control of the unit operator whether
similar to matters herecin enumerated or not.

22. LOSS OF TITLE: 1In thec 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. 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

cr 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 cof 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 committed hereto prior to the submission of
this agreement for final approval either by the Commissicn 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 subsequent 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 reduired 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: 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 hereto with the same force and effect as if all such parties
had signed the same document and regardless of whether or not it is
executed by all other parties owning or claiming an interest in the
lands within the above described unit area.

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
~ '/‘ Ny r
%M BY ‘“‘/é s //“/? /J?,/

7
ASSISTANT Socretar Vice President 4#A-_ s !

NUv 26 903 Address: Tenth Floor,
Date

Wilco Building, Midland, Texas

UNIT OPERATOR




ATTEST:

Asosramy Secreta

NOV 2 6 1563

WORKING INTEREST

Date

ATTEST:

Secretary

Date

ATTEST:

Secretary

Date

ATTEST:

Secretary

Date

- 10

OWNERS

SUNRAY DX OIL COMPANY

—

= 7 - 3 ”
oA ! ’/I/
BY ‘f/rﬁ/' PR e A

x

%}‘f
Vioce President X

Address:_

PAN AMERICAN PETROIEUM CORPORATION

By

Address:

MARATHON OIL COMPANY

By

Address:

THE ATLANTIC REFINING COMPANY

By

Address:




M——.__~

STATE OF

~
n
n

COUNTY OF

The foregoing instrument was acknowledged before me this =2 &

day of November, 1963, by @amesd 7 Eallic. v Yieso
President of Sunray DX 0Oil Company, a _ {Mqlatwesser corporatlon, on
behalf »f said corporation,

My Commission Expires:

eeidi. 2!, 96 HKnvore L Haieldwiel

Lava:s O. Grisham, Noury Pubdlic i
nﬂ;dmvmemnewomﬂwma Notary Public

My Sommlusion Explres
October 21, 1965

STATE OF )
} ss.
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of November, 1963, by :
President of Pan American Petroleum Corporation, 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 November, 1963, by ,
President of Marathon 0il 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 November, 1963, by ,
President of The Atlantic Refining Company, a
corporation, on behalf of said corporation.

My Commission Expires:

Notary Public
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3778.43 ac.
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tate Lands




EXHIBIT “'B"
SOUTH HOPE UNIT - EDDY COUNTY, NEW M:zXICO
Serial No. and Royal ty Overriding
Tract No. Description No. of Acres Lease Expiration Lessee of Record Percentage Royal ty Working Interest Qwner
1. Sec. 25 - All 640.00 E-786L Parn American Pet. State - 12% None Pan American Pet. Corp.
185-21E 2/16/64 Corp.
2. Sec. 36 - All 640.00 E-7866 Par. American Pet. State - 123 Ncne Pan American Pet. Corp.
185-21E 2/16/6L (HBP) Corp.
3. Sec, 30 - mWme. 503.58 E-7873 The Atlantic State - 12% None The Atlantic Ref. Co.
| SWLNEL, SEI, E3SWZ, 2/16/64 (HBP)  Refining Company
Lots 1,2,3,4
7 185-23E
L, Sec. 30 - ENWL, 120.00 K-2436 Sunray DX 0il Co. State - 121 None Sunray DX Qi1 Company
NWZNEZ, 18S-23E 5/15/72 (HBP)
5. Sec. 31 - Lot 1,2, Le8.15 E-7874 Sunray DX 0Qit Co. State - 123 None Sunray DX 0il Company
3, E:NWp, NESSWE, 2/16/6k4
NEZ, N2SEZ, 18S-23E
6. Sec. 31 - Lot &, 76.01 K-2437 Marathon Qi1 Co. State - 123 None Marathon 0il Company
SEZSWL, 185-23E 5/15/72
7. Sec. 31 - S3SEz 80.00 K-8L45 Marathon 0il Co. State - 123 None Marathon 0il Company
185-23E 10/18/70
8. Sec. 6 - Lot 1,2,4, 195. 71 K~845 Marathon 0il Co. State - 123 None Marathon Qil Company
S3SEz, 195-23E 10/18/70
9. Sec. 6 - Lot 3,5,6,7, 428.58 £-7878 Sunray DX 0il Co. State - 123 None Sunray DX 0il Company
SEZNWL, SINEL, NZSEZ 2/16/64
EZSWz, 19S-23E s
/7507
10. Sec. 7 ~ Lot 1,2,3,4, 626.40 £-7889" The Atlantic State - 123 None The Atlantic Ref. Co.
EWs, EZ, 195-23E _ 2/16/64 Refining Company
3778.43
PERCENTAGE OF OWNERSHIiP
Sunray DX 0il Company 26.90880
Pan American Petroleum Corporation 33.87650
: Marathon Qi1 Company 9.30863
The Atlantic Refining Company 29.90607
TOTAL 100.00000
L . -t




BEFORE EXAMINER UTZ
QIL CONSERVAT‘ON COMMISSION

Sl & EXHIB o
UNIT AGREEMENT — .'T NO'I--T—Z———
FOR THE DEVELOPMENT AND OPEF AR NO._ L7/ deyd J7X 2

OF THE
SOUTH 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 hercin referred to as the “parties hereto,"

WITNESSETH:

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

WHEREAS, the Commissioner of public Lands of the State of New
Mexico is authorized by an Act of the 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 oil 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 pool, field or area; and

WHEREAS, the 0il Conservation Commission of the State of New
Mexico (hereinafter referred to as the "Commission") 1s 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 anc¢ the conser-
vation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the
South 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 agree-
ment 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 des-
ignated and recognized as constituting the unit area:



EDDY COUNTY, NEW MEXICO

TOWNSHIP 18 SOUTH, RANGE 21 EAST, N.,M.P.M.
Section 25: A1ll Section 36: All

TOWNSHIP 18 SOUTH, RANGE 23 EAST, N.M.P.M.
Section 30: All Section 31: All

TOWNSHIP 19 SOUTH, RANGE 23 EAST, N.M.P.M.
Section ©6: All Section 7: All

containing 3778.43 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 operator whenever changes in ownership
in the unit area render such revisions necessary or when redquested 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 1land" 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 OPERATQR: 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 to0 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 jnterest 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 provided for in 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
prior to the effective date of its resignation.

Unit operator may, upon default or failure in the performance
0% its duties or obligations hereundexr, 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 new 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 effective,
such unit cperator 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 additicnal
parties, so as to constitute in the aggregate not less than seventy-
five per cent (75%) of the total working interests, shall be reduired
to select a new operator. Such selection shall not become effective
until (a) a unit operator so selected shall accept in wiZting 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 gualified as herein provided, the Commissioner at his elec-
tion may declare this unit agreement terminated.

6. ACCOUNTING PROVISIONS: The unit operator shall pay in
I 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 apporiioned, among the
owners of the unitized working interests in acccrdance 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 acreements 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-
~oN tions of this unit agreement or to relieve the unit operator of any

right or ocbligation 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 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 ox to any lcase or operating agreement, it being understood that
under this agreement the unit operator, in its capacity as unit
operator, shall exercise the rights of possession and use vested in
the parties hereto only for the purposes herein specified.

8. DRILLING TO DISCOVERY: The unit operator shall, before
February 16, 1364, commence operations upon an adequate test well for
oil 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 ke discovered in paying quantities at a lesser 4
depth or until it shalil, 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 7600 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 reasconable profit)
unit operator shall continue drilling diligently, one well at a time,
allowing not more than six months between the completion of cone well
and the beginning of the next well, until a well capable of producing
unitized substances in paying quantities is completed to the satisfac-
tion of the Commissioner, or until it is reasonably proven to the sat-
isfaction of the unit operater 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 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 ac-
tion 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 lessor 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 COPERATOR AFTER DISCOVERY OF UNITIZED
SUBSTANCES: Should unitized substances in paying quantities ke dis-
covered upon the unit area the unit operator shall on or before six
months from the time of the completion of Liic initial discoverv 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 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
recovery of unitized subkstances.




After discovery of unitized substances in paying quantitics
as herein defined, 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
operator has drilled a well on each numbered section within the unit
area, except Section 30, Township 18 South, Range 23 East, and Section
36, Township i8 South, Range 2?21 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-
veloped regular well spacing or proration 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 prescribed 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, 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 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 dquantities,
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
committed to this unit agreement, and such unitized substances shall
be deemed to have been produced from the respective leasehcld interests
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
iease snaili nhave aliocated 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 bherein to the con-
trary, each working interest cwner 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 establiished under this
agreement, except any part thereof used for production or development
purposes hereunder, or unavoidably lost, shall be deemed to be produced
edqually on an acreage pasis from the several tracts of the unitized




land, and for the purposec of determining any benefits that accrue on
an acreage busis, cach such tract shall have allocated to il suceh
rercentage of said production as its arca bears to the entire unitized

area. It 1is hereby agreced that production of uwnitizcd substances from
the unitized arca shall bc allocated as provided herein, rogardless of
whether any wells arce 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 leascs,

All royalties duce the State of New Mexico under the terms of
the leases committed to this agrcement shall be computed and paid on
the basis of all unitized substances allocated to the respective leasces
committed hercto; provided, however, the sState 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 opcerator shall make deliveries
of such royalty oil in accordance with the toerms of the respoective lcecases,

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

If the unit operator introduces gas oktained from sources
other than the unitized substances into any pvroducing 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 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 owverriding
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, conditiocons
and provisions of ail leases, subleases, operating agreements and other
contracts relating to the exploration, drilling, development or opera-
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 tc the extent necessary to make the same conform to the provisions
herecf 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 Commissicner 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 agreement; but
otherwise to remain in full force and effect. Each lease committed

to this agreement, inscofar as it applies to lands within the unitized
area, shall continue in force beycend the term prcvided therein so

long as this agreement remains in effect; provided drilling operations
upon the initjal test well provided for her..n shall have kbecn 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 affect any lease
which pursuant to the terms thereof or any applicable laws would con-
tinue in full force and effect thereafter. The commencement, comple-
tidbn, 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
preocduction pursuant to this agreement shall be deemed to be cperations
upon and production from =ach 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 hereof.

Any lease embracing lands of the State of New Mexico having
only a portion of its lands committed hereto shall be seyregated as to
the portion committed and as to the portion not committed and the terms
of such leases shall aprly 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 0il 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 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 production of o0il or gas, said lease shall continue in
full force and effect as to all of the lands embraced therein, so long
therecafter as oil and gas, or either of them, are being produced in pay-
ing gquantities 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 or
gas in paying duantities should be brought in on land adjacent to the
unit area draining unitized substances from the lands ewmbraced 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




this agreement 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 grantee, transferee or other successor in interest. No
assignment or transfer or any working, royalty or other interest sub-
ject hereto shall be binding upon unit operator 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 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 producticn 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. Likewise, the failure to comply with
the drilling redquirements of Section 8 hereof may subject this agree-
ment to termination as provided in said section.

18. RATE OF PRODUCTION: All preduction and the disposal
thereof shall be in conformity with allocations, allotments and quotas
made or fixed by the Commission and in conformity with all applicable
laws and lawful 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 Commissioner or Com-
mission or to apply for relief from any of said requlations or in any
proceedings on its own behalf relative to coperations pending before
the Commissioner cor 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 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 operator to commence or continue drilling 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 oOr agencies,
unavoidable accidents, uncontrocllable delays in transportation,
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inability to obtain necessary materials in open market, or other
matters beyond the recasonable cont ol of the unit operatocr whether
similar to mattcrs herein enumcrated or not.

22. LOSS OF TITLE: 1In 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 thercof, such tract may be eliminated
from the unitized area, and the interest of the parties rcadjusted as
a result of such tract keing eliminated from the unitized area. In
the event of & dispute as to the title to any royalty, working or
other interesl 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 subsaquent 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 jeining 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. CQUNTERPARTS: This agreement may be executed in any
number of counterparts, no one of which needs tc be executed by all
parties or may be ratified or consented to by senarate instrument in
writing specifically referring hereto, and shall be binding upon all
those parties who have executed such a counterpart, ratification or
consent hereto with the same force and effect as if all such parties
had signed the same document and regardless of whether or not it is
executed by all other parties owning or claiming an interest in the
lands within the above described unit area.

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

-9 - UNIT OPERATOR




WORKING INTEREST OWNERS

ATTEST:
Secrctary
Date
ATTEST:
Secretary
Date
ATTEST:
Secretary
Date
ATTEST:
Secretary

- 10

SUNRAY DX OIL COMPANY

By,

Address:

PAN AMERICAN

By

PETROLEUM CORPORATION

Address:

MARATHON OIL COMPANY

By

Address:

THE ATLANTIC

By

REFINING COMPANY

Address:




STATE OF )
} ss.
COUNTY OF )

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

President c¢f Sunray DX 0il 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 November, 1963, by p

President of Pan American Petroleum Corporation, a

corporation, on behalf of said corporation.

My Commission Expires:

Notary Public

STATE OF )
) ss.
COUNTY OF )

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

President of Marathon 0il Company, a corporation,
behalf of said corporation.

My Commission Expires:

on

Notary Public

STATE OF
SSs.
COUNTY OF

The foregoing instrument was acknowledded 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
- 11 -
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EXHIBIT "A"

SOUTH HOPE UNIT AREA
Eddy Co., New Mexico

3778.43 ac. ——— State Lands




EXHIBIT "B
W SCUTH HOPE UNIT - EDDY COUNTY, NEW MEXICO

Serial No. and Royal ty Overriding
Tract No. Description No. of Acres Lease Expiration Lessee of Record Percentage Royalty Working Interest Owner
i, Sec. 25 - All 6L0.00 E-7864 Pan American Pet. State - 123 None Pan American Pet. Corp.
185-21E 2/16/6L Corp.
2. Sec. 36 - All 640.00 E-7866 Pan American Pet. State - 123 None Pan American Pet. Corp.
185-21€ 2/16/64 (HBP) Coron.
3. Sec. 30 - EsNEZ, 503.58 E-7873 The Atlantic State - 123 None The Atlantic Ref. Co.
SWINEL, SEX, EZSWz, 2/16/64 (HBP) Refining Company
Lots 1,2,3,4
185-23E
L. Sec. 30 - E3NWZ, 120.00 K-2436 Sunray DX 0il Co. State - 124 None Sunray OX 0il Company
NWiNEL, 185-23E 5/15/72 (HBP)
5. Sec. 31 - Lot 1,2, 468.15 E-7874 Sunray DX 0il Co. State - 123 None Sunray DX 0il Company
3, EaNWG, NEZSWL, 2/16/64
NEZ, N3SEZ, 185-23E
6. Sec. 31 - Lot 4, 76.01 K-2437 Marathon 0il Co. State - 12% None Marathon Qil Company
SEZSWL, 185-23E 5/15/72
7. Sec. 31 ~ $%SEZ 80.00 K-845 Marathon 0il Co. State - 12% None Marathon 0il Company
185-23E 10/18/70
8. Sec. 6 - Lot 1,2,4, 195. 71 K-845 Marathon 0il Co. State - 12% None Marathon Qil Company
SISEZL, 195-23E 10/18/70
9. Sec. 6 - Lot 3,5,6,7, 428.58 E-7878 Sunray DX 0il Co. State - 123 None Sunray DX 0il Company
SEINWL, SHNEZL, NISEZ 2/16/64
EZSWE, 19S-23E
10. Sec. 7 - Lot 1,2,3,4, 626 .40 E-7889 The Atlantic State ~ 12% None The Atlantic Ref. Co.
E-W3, EF, 195-23E 2/16/64L Refining Company
3778.43
PERCENTAGE OF CWNERSHIP
Sunray DX 0il Company 26.90880
Pan American Petroleum Corporatior 33.87650
Marathon 0i1 Company 9.30863
The Atlantic Refining Company 29.90607

TOTAL 100.00000




BEFORu THE OIL CONSERVATION COMMISSION
O THE STHTYE OF NBw MEXICOo

"IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSIFRVATION
COMMISSION OF RBW MEXICO I'OR
'THE PURPOSE OF CONSIDBRING:

Chan No, 29bh2

Ordar No. R-=2616

! APPLICATION OF SUNRAY DX OIL COMPANY ;
.FOR APPROVAL OF THE SOUTH KOPE UNIT :
' AGREEMENT, EDDY COUNTY, NEW MEXIZO.

OQRDER OF THE COMMISIION

! BY THE COMMISSION:

This cause care on for hearing at 9 o'clock a.m. on é

" Decenber 4, 1963, at santa Fo, Neaw Mexioco, before Llvis aA. Utz ;
v'Examinur duly appointed by the 041 Conservatlion Commission of N 0y !
| Mexico, hereinafter referred to as the “Commission, " in acc ordancd
%with Rule 1214 of the Commisgicon Rules and Regulatizons. i

:; NOW, on this_ 10th gay of Docesder, 1963, the Commission, |
¢ a quorum being preﬂent hoeving considered the application, the i

‘evidence adduced, and the raccoimendations of the Axaminer, ;
i;ElVlS A, Utz, and being fully adviased in the promisan,

FIND3:
1; (1) Theat due public notice havinﬂ beozn given 55 reuired bj
i law, the Commission has jurisdiction of this caus2 and the subject

fmuttar theraot.

|
H
¥ (2) That thz spplicant, sSunray DX Cil Company, socks ,
approval of the South Hope Unit greement coveving 3,778.27 acros,
L moxe or less, of state land in Towashlp 18 south, Ranges 21 ana
.+ 23 Bast, and Township 19 South, Rangs 223 dagt, NiPM, xddy county, |
i Hew M2xico,. i

i
i

4

. (3) f*hat spproval of the proposed South Hope Unit Agreemen?
i will in principle tend to promote the conserxvation of oil and gas |
and the prevention of wasta.

IT I THERLFORE ORDBRED:

i (1) That the South Hope Unit aAgreemsant is horeby approved.

) (2)
" ated shull

]

11 be opﬂr-l

ams
1 t tue plan undsr which the uni a
t £or the

Lt orez= sh
2K hrcccd in the form of & unit man

agroe

8
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CRSE No., 2842

- Oorder No, R-2616

- developmant and operation of the south Hopz Unit Area, and such

plan shail be known as the south Hope Unit agreemsat Plan.

(3) That the south Bope Unit Agreement Plan is heroby
approved in principle as a proper conservation measurep provided,
however, that notwithstanding any of the provisions contained ia
said unit agreamant, this approval shall not bz considered as

. waiving or relinguishing, in any manner, any right, duty, or
- obligation whichk is now, or may hereafter be, vested in the 01l

P
P
1
it
o
it

consgrvation Commission of New lMaxico by law relative to the

. supervision and control of oparations for the exploration and
- aevelopment of any lands committed to the south Hope Unit or
- relative to the production of vil or gas therefrom.

(4) (a) 9Shat the unit area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

EDDY COUNTY, NEW MBXICO
TOWRSHEIP 18 SUUTH, RANGE 23 ZAST
section 253 all
ection 36: Rll

TOWNSHIP 18 IJOUTH, RANGU 23 BAST
section 30: All
section 31 All

TOWMNSHIP 18 SOUTH, RANGEL 23 SAas8ST
Gection 6: All
section 7y All

iy containing 3,778.27 acres, more or less.

H
I

(b} That the unit area may be enlarged or contracted

i?as provided in said plany provided, however, that zdministrative
- approval for expansion or contraction of the unit zrxes must also
. be obtained from the secretary-Director of the Commission.

i

{5) That the unit opzrator shell file with the Commission

an executad original or executed countexpart of the 3outh Hope
;Unit Agreement within 30 days after the cffactive daste thereof.

[ In the evant of subsequent joinder by any party or expansion or
contraction of the unit areas, the unit opsrator shall £ile with

ithe Commission within 30 days thereafter counter parts of the
Tunlt agreement reflecting the subscription of those interests
“having jolned cor ratified,

(6) That this order shall becomz effective upon the approval

iof sald unit agreement by the Commissicner of public Lands for thg

- state of Wew Mexico and shall terminate ipso facto upon the
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" CASE No. 2952

© order Ro. R-2616

Ny
Hi
P

L
!

. termination of gsaid unit agrecment. The last unit operatox shall

notify the commission jumediately in writing of such toermination.:

(7) That juri.sdiction o £ this cause is ratained for the
entry of guch further orders as the commisaion may deam nacessary,

DONME at santa ye, New hexico, on the Gay and year hexein-
apove designated.

SHATE OF HEW MEXICC
O?ﬁ,\L CONSERVATION COMMISHION
[ ".\ n
A Al

\\qu\/(ﬁ f(?ﬂ!

Jké  e CAMPBELL,ichairman
\¥

il v
@, 3. WHRLKER Dox :
§

.. T.. PORTER, JT.: MerBer & 3ecretary |

ey

esr/
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3251182

FARMIRCTOMN, N, &

PHONE

KANTA FE, N, K.

PHONE 983.-3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUGUERQUE, N, ™.

PHONE 243 .669¢

BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexlco

EXAMINER HEARING

o e B4 m e wms W WA W A0 e W W e R em G R M B N 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- )
proval of the liope Unit Area comprising )
3822,96 acres, more or less, of State land in )
Township 18 South, Range 23 Fast, Eddy County,)
New Mexico. And, Application of Sunray DX 0il )
Company for a unit agreement, Eddy County, Newg

Mexico., Applicant, in the above-styled cause,
seeks approval of the South fope Unit Area com
prising 3778.27 acres, more or less, of State )
and in Township 18 South, Ranges 2] ang 23

“Edsft, Tand “rownship I9756ufh, Rangé 23 Easf,”
Eddy County, New Mexico.
BEFORE : Elvis A. Utz, Lxaminer.,

TRANSCRIPT OF HEARING

December L, 1963,




EIER, WILKINS and CROWNOVER

General Court Reporting Service

DEARNLEY, M

Phone 243-0001

Albuquerque, New Mexico
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MEIER, WILKINS and CROWNOVER

!

y

DEARNLE

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-6001

Albuguerque, New Mexico

PAGE 73

A iy naune dooAs o, il baan, radyesn, Runwelld, cow Lasioo,

3 iy owhon are you employed and in what capaciiy?

A soployed by Sunray DD 0il Company as District Land v,

J itfow long have you buewn District. Lamt an in the Roswall
area’?

A Five vaars.

8] Are vou familiar with the subjeet South llope Unit Agroos

ment and Hopg Unit Agraecment?

A Yes, SiT,
Q What areas does each unit ewmbrace, and in so describ:dug

them refer to what has been marked sxhibit No, 17

A The Hopa Unit area oullined in bluc embraces all the
land in Sectims 16, 19, 20, 21, 28 and 29, 18 South, 23 fast. "ho
South Hops Unit arca outlined in red on our plat embraces all the
lands in Secitions 25 and 36, 18 Souih, 21 kasty Sections 30 and 31

18 South, 23 Zast, and Sections 6 and 7, 19 South, 23 Rast.

QG Does this exhibit also show the offget lease owners?
A Yes, sir.
) Who will be tho unit operator of the proposed units?

A Sunray DX Oil Conpany,.
Q Will you refer to and identify Exhibits 2 and 37
A Exhibits 2 and 3 are the standard unit agraaments approv

by the Statec Land Commisgsioner,

i

®©
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2 S0 vou briefly soate what the drilling prepramg ars
contoewplated to boe for each unit?

A For the Uope Unit, drillivs oporatiocons arae Lo comonon
on o tast well in Section 19 or or bafore Fobruary 16, 1964 with
continuous davelopwent on cach numberad section In the unit area,
with six months batween wells, The South Hope Unit avrea has the
sane development program except the Jirst well will ba drilled in
Saction 31 of 18 South, 23 Yast.

W Are the land descrivptions in th: ait agroenents the
same as depicted on the vnit awea on Uxhiblt 17

A Yes, I would like to make & correcilon on Ixhibit B of

thae Hope Unit arca.

{Q That i3 part of the exhibit ==

A That ig part of the wnit agrocenient,

Q Is that the Hops or South Hope?

A The Hope Unit. Traet llo. 1 iie gerial number should

read £-7867., Tract Ho, 3 ==«

MR, U7 e Just a minute, please. What page would that

be on?
A The very last pagos.
MR. UTZ: 78677
A Yes, sir. Tract No. 3 should rsad £$-7868, TFor the Soud

Yona Unit area, the last page, a corrsetion for Tract Ho, ¢
H s s Ed 3

®

h
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AN

nia you state vaat the SLalo {and office han :Lpprn\n;d

Yoo, GMY, 08 to form and cont.onte

What portion of the arsel iu ecach anit 1o stabe onne
ALl of the 1ands in sach untt {Ie gtate Lands.

Jhat pereent of part jeipat.ion do you have commit Lot
one pundred percent participation in each unite

1s this a gtandard form unit agrncment?

.
Yes, HBLT.

will yeu submit to ihe Comeisalon & conf irined counLere

L3

part of the unii agraementis f0oan e ApPTroves in all or aipned w7

e

mitcted

Was eyhibit 1 prepared Ly you and under your giroctiont

“Re MHTUES At this time W ofiler rxhibite 1, 2 and 3.
wR. UThE 41 thout ob jections, 1, 2 and 3 will pe ad-
in evidenta.
(Thoreupolt, Applicant‘s Exhi-
bits HOS« 1, 2 and 3 were

offerad and admitted in
evidance.)

concludes Our pastameny 2% Lo thl
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CROGL XA AY TOL
Y R. Ul
h) Prhibit 1 owill Lo Sxhaibit L Tovr hoth cascs, is that

A Yea, sir,

) hibit 2 will be just the {gse 2951, 1s that corracty
PRe WHIAE:T  Yes, siv,

9] Anda Axhibit 3, 29527

A torract.,
LR. UT4: Voas that conplets your tasiiony?
MR. WHTTE: Yes, it doos,
MR, U%w: Aoy Questious of the wliness?
'R, DURRETT: 1 have ons quasiion.
MR, UTas  Bre. Durrett.

BY IR, DURRLTYS

3 Referring to your unit agresemants, they do correctly

describe the area inveolved in cach case, is that coryvect?

A Yao, siv.
IR. Ut%: Any other questions? ipe witness uay be
axcussd.

(#itnese excused.,)

PAUL J, EIAUSR

celled as a witness, having Leen first duly sworn, testified as

®
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ollows:

DIRLUT BXAMIUATION
et

];Y :':R » ‘l“’} l ITE :

. Will vou stabs your vame and address, pleasae?

A faul J. Deauer, Midland, Texzas.

Q By whom ars you ampluysa ani what capacity?

A Sunray DX 0il Company as bivision veoviogist,

Q@ Are you familiar with Jascs 2951 and 29527

A Yes, I anm.

Q Are you the same 1ir, Beauer thal testifiied in lase 2925

before the Examiner of the 0il Conscrvation Commission =--
A Yes, sir.
< -~ ou October 30, 19637
A Yes, sir.

FR. WHITE: If the sixaminewr plaase, ws would like to asi
that administrative notice be taken ol the testimony of Mr, Beauer
in Case 2925 upon which Order R-25G¢ was lssusd Hovawbaer 13, This
is in regard to Sunray'!s application for the craation of a Strawn
Gas Pool and for special temporary pool rules. That would 1imit
our testimony if the Examiner would see it to do so,

MR, UT2: Order 2598 wms spoccilal pool rules for which
pool, now?

MR, WHITE: ¥For thes 3trawn Gas ool,

®




DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-6601

Albuquerque, New Mexico

PAGE &

iRe UT9: For a Strawn Gas Vool. There might bLe sone
ether name, might tliere not? South liope Strawn Cas Pool, would
that ve the propor nauae?

IR. WHITK: “Yhatts correct,

"R, Ui/: The Examiner will take administrative noiilce
of Order 2598,

FR. WHITE: And will it also take notice of the testi-
mony of }Mr, Beauer in that case?

IMR. UTZs Yes, in that casc.

0 {By Mr. White) Mr. Beauer, have you mads any additional
gaclogical studies since the hearing of Case 29257

A Yes, I have,

9 What did those studies consist of?

A Two interpretations based upon one siructurs 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 eastsrly part of the area with a Strawn
sand bar --

Q Is that depicted on Exhibit 4?

A Yos.

Q Go ahead and explain Exhibit 4,

A The Strawn sand bar being showm in a light blue color iy

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

®



DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-6001

Albuquerque, New Mexico

PAGE g

South Hope Unit and the westerly portion of tho Hope Unit. ‘The
wantarn purple line there, we daplet as the edge of tha Atoka vsea
with the Strawn Sea coming in later, transgressing to the wost,
but with tha facies changing both east and west of the gas pro-
ductions

%

) In your opinion is the acreage underlying each unit

reasonably calculated to be productive of gas?

A Yes, sir.
) Does this exhibit support your prior testimony?
A Yaa, Sir.

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

A Yes, sir.,

Q Is that reflected in Exhdbit 57

A Exhibit 5. Exhibit 5 is the same structural marker,
being atop the Mississippian Chaster, but imposed thereon in the
eastarly portion of the map is the Cisco limestone porosity trap
which we interpret to be a stratigraphic trap. The Strawn sand
par is exactly the same ag portrayed on a previous exhibit, The
Cisco limestons porosity was encountered in our Ho. 1 State A. J.
dry hole drilled in Section 29, 18 South, 23 East.

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

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

®
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60 Poot thick in the 3Southoayn Union dry hole in Section 24, 1§,
23, tantaed dyy, ho Dagnolia Yoo 1 Yres Ranch in Section 10,
19 South, 23 :zai concountered 30 feet of porosity in the Cisco,
and Lis vesu vose swabbed 25 varrels of oil and 79 barrels of
water in 24 hours. The none oventually went to water, no com-
mercial production was ever roported. We think therets an ax-
cellant chance that Cisco stratigraphic irap will be in Lhe most
casrarly pari of the Hope Unit,

] 1n your opinion will the¢ approval of these unit agree-
menits be in the intersst of consgsrvation and tend to prevent
wastse?

A Yes, sir,

Q Waere Exhibits 4 and 5 preparsd 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 Zxhibits 4 and 5.
MR. UTZ: Without objection, Exhibits 4 and 5 will be
entersd into the record of this case.
(Whereupon, Applicantts Fxzhid
bits Hos. 4 and 5 wars offen

ad and admitted in ovidonca,.

1R, WHITE: That concludes our presentation,

&
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PR YY1 ATo thore quesiions of the witnsss? o The

wllness may ba axcused,
(Witness oxcused.)

'R, VT4 Any other statemants in this case? The case
will be taken undar advisemeni,
STAYE OF NW HaXICOo )

) S8
COUNTY OF BRERIALILLO )
I, ADA DLEARULAY, Court Reporier, do hereby certlfy that the
foragoing and attached transcript of proceadings bvefore the lew
Mexico 0il Conservation Commission at Santa Fe, New Mexico, 1s a
true and corresct racord to tha best of my knowledge, skill and
ability.
1 WITNESS WHEREQOF I have affixed my hand and notarial seal

this 7th day of December, 1963,

7 g
Ul A e

llotary Public-Court Rgporter

My commission expires:
June 19, 1967.

1 do heredy warty: ,
& complete recordfy fout the foregbiag is

of the proceed
the Exariper hear ecings o
: i
heard by - [8 Of Case ¥o 22 5/ 62

........... - Zoey Examiner
atlon Commiasion
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