CASE 3487: Application of AMERADA
~ for approval of its STATE "SN"
UNIT AGREEMENT, Lea County.
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. . Unit Name STATE S "N" UNIT

OvmﬂmﬁOH AMERADA PETROLEUM CORPORATION
11/22/66 1EA Y A
County E 1 \\
. SR AV
DATE OCC CASE N0. 3487 “EFFECTIVE TOTAL ‘ SECREGATION
APPROVED .__0CC ORDER _NO.R=3143 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
Commissioner November 9, 1966 December 1, 69)..96 691.96 0 0 i
. s -\~ =y~ av M
Novemher 22, 1966 1966 ves MHMMHMMMOS
in paving
Quantities
UNIT AREA
TOVNSHIP 15 SOUTH, RANCGE 33 EAST, NMPM ’
Section 3 N/2 and N/28/2

Section 4: NE/4
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11/22/66 Operator RMEREDA P ROLEUM CORECRATION
County LER
STATE LEASE INSTI- : RATIFIED ACREAGE
TRACT NO. NO, TUTION SEC, TWP, RGE, SUBSECTION DATE ACRES NOT
RATIFIED LESSEE
1| E-~-2118-1 C.s. 3 155 338 Lots 2, 3, and 4, S/2NE/4, 8/17/66 563.44 ~0- Amerada Prtroaleunm
N/2s8/2 Cornorztion
4 15s 33k Lots 1, 2, and S/2NZ/4
2, E-819-1  C.s. 3 158 33E Lot 1 8/17/66  48.52 ~0-~ Amerada Petroleum
Corporation
3. R-~9380 C.S. 3 158 33E s/2xv1/4 10/21/66 80.00 ~-0- Texaco Inc,
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Unit Neame STATE § "N" UNIT
Operator AMERADA PETROLEUM CORPORATION 7
11/22/66 L | ‘\
County EA 7/
DATE OCC CASE 0. 3487 EFFECIIVE TOTAL :
E . SEGREGATION
_APPROVED OGC_ORDFR NN, R-2143 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
Coxnnissioner Noverkter 9, 1966 Decemker 1 691,96 691 i
November 22, 1966 . 1366 ‘ 36 ° o ves GWMMMMMwOS
in paying
Quantitiecs

UNIT _AREA

TOWNSHIP 15 SCUTH, RANGE 33 TAST, NMPEM

Section 3: N/2 and N/25/2

Section 4: NE/4
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August 2, 1971

Mr, Charles B, Gilleaspie, Jr,
P, O, Box 1179
Midland, Texss 79701

Rgs Htate 5 "R™ uUpit
TERMINATION
lae County, Rew Mexico

Dear Mr. Gillespie:

We are in recsipt cof your Termination Instruments for
the State & “N" Unit, Les County, New Mexico, as pex Eection
23 of the Unit Agreemsnt. The Commissioner of Public Lands
has this date given approval to your Termination, the effective
date to be as of August 2, 1971,

Bnclosed are three {3) Certificates of Texrminstion ra-
flecting the Commissioner's approval,

The Commissioner of Public lLande also accepts the Resignation
of Anerxada Hess Corxporation ag Operator of the 3tate 3 "N" Unit,
Let County, NRew Maxico and spproves Charles B, Jillespie, Jr. as
the successor unit ocperator,

Very truly yours,

RAY D, GRAHRARK, Director
i1 snd Gas
AOA/NDG/ s
encls.
- F Amsrxada Hess Corporation
Box 591
Midland, Texas 79701

New Mexico Oil Conservation Commission .-~
santa Fe, New Mexico 87501




GENFRAL OFFICE
Bux 2040
TULSA, OKLA. 74102

AMERADA PETROLEUM CORPORATION
Box 668 J “
HOBBS, NEW MEXICO 88240 : ]

October 8, 1968

{co 01l Conservation Commissicn
Row 19RO

& e e =

Hobbs, New Maxico

o

Re: S=undars Field
State "SN" Unit

Dear Sir:

This is to advise that we have discontinued injecting water in
Amsrada’s State "SN" Unit Waterflood, located in Sections 3 & 4, T-15-5,
2~33-E, Lesa County, New Mexico as of 12:00 Noon - 9-30-58. Injection
Wells Wos. 2, 3, & & 14 are closed in as of this date,

The results of this flood has not been as anticipated. Flood
has besn digcontimued pending further study.

Yours very truly,
AMERADA PRTROLEUM CORPORTAION

By W, C. Henderson

WCH/1h

cc: Secretsry - Director
N.M, 041 Conservation Commnission
P. O. Box 2088
Santa Fe, New Mexico

Mr. B. J. Sinex (2)
Midland Office

File ey




OIL CONSERVATION COMMISSION
P. O. BOX 2088
SANTA FE. NEW MEXICO

January 23, 1967

\; Amerada Petroleum Corporation
P. O. Box 312
P Midland, Texas 79701
i’ﬂ} Attention: Mr. J. R. Enloe
I S
! 5 Re: Initial Plan of Operator
e 8tate B "N" Unit, lea
County, New Maxico
fﬁ\] Gentlemem:
-iﬁf" . This is to advise that the New Mexico Oil Conservation
§ Coumisaion has this date approved the Initial Plan of Operation
{j for the State & "N" Unit, Lea County, New Mexico, subjset to
1ike approval by the Commissioner of Public Lards of the State
of New Mexico.
/7
’// ™o approved coples of the plan are returned herewith.
H Very truly yours,

A, L. m’ Jr.
Secratary-Pirector

ALP/IEK fog
ce: Commissioner of Public Lands

Santa Fe, New Mexico




Amerada Petroleum Corporation
P. O. Box 2040
Tulsa, Oklahoma, 74102

Re: State S "R” Unit
Lewn County, New Mexico

ATTENTION: Mr. J. R, Enloe

Sentlemen:

The Commissioner of Public Lands has this date approved
your Initial Plan of Operation for the State 8 "N" Unit, Lea
County, New Mexico, subject to like approval by the Oil Con-
servation Commission.,

One approved copy of the plan is enclosed.

We have not received a copy of the Unit Opsrating Agree~
ment as provided for under section 9 of the Unit Agraement.

Very truly yours,

GUYTON B, HAYS
COMMISBIONER OF PUBLIC LANDS

BY3
Ted Bilberxv, Director
GBH/MMR/ s 0il and Gas Deprrtment
encl. 1.
¢ccs Oll Conservation Conniacion»/
Santa Pe, New Mexico




GENERAL OFFICE
BOX 2040 .
TULSA, DKLA 74102 =

AMERADA PETROLEUM CORPORATION

P. O. BOX 312

()

MIDLAND, TEXAS 79701 Phone MU 4-5533

December 1, 1966

Commissioner of Public Lands (3) 011 Conservetion Coomission (3)

™he State of Few Mexico of The State of Nev Mexico
Capitol Anmex Building Capizol Amsex BPuilding
Santa Fa, Newv Mexico Santa Fa, NHew Mexico
Tesaco, Inc. (2)

r. 0. box 109 RE: State § "M* Unit
Midland, Texas Lea County, New Mexico
GCentlomen;

Io sccordance with Section 12 of the Unit Agrsemsnt for the
Development and Operstion of the State § "M” Unit, Saunders Field,
Lea County, Few Maxico, Amerads Petrolewm Corporation respecifully
subnits for your spproval an initial plan of operation.

e Hajit bacame effective on December 1, 1948, The purpose of
the Unit {s to conduct & pilot waterflood i _a Permo-Pennsylvaanian
formucion, Valils ¥o. 2, 3. 4, and 14 will 5e used as injection wells
and the remsining ten wslle will be producing wells. Approximately
2000 barrals of vater per well per day will be injected.

Yours vely truly,
AMERADA PETROLEDM CORPONATION

+« R, Ealoe, Chairman,
Horking Interxsst Owners Committes

Jai/ah
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TUrLSA,, OB LAHOMA I4102

™ . BOX 2010

December 16, 1566

Re: State S "N" Unit
Saunders Field
Iea County, New Mexico

0il Conservation Commission
State of New Mexico

Capitol Annex Building
Santa Fe, New Mexico

Gentlemen:

Paragraph 3, Order No. R-3143, Case No. 3487, dated November 9,
1966, provides for the filing in your office of an original of the State S
"N™ Unit Agreement within thirty days following the unit effective date.

The unit became effective December 1, 1966. In compliance with
the provisions of the stated Order, we submit herewith an executed original
of the State S ™N' Unit Agreement. Should your office require additional
material concerning this unit, please let us know.

Yours very truly,

/37// %’c’ z é/ /

G C. Pack
land Department

GCP:1¢t
Enclosure

ce: Texaco Inc.
P. 0. Box 3109
Midland, Texas
Attention: Mr. T. E. Johnson
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
STATE S "N" UNIT AREA
SAUNDERS FIELD, COUNTY OF LEA,
STATE OF NEW MEXICO

THIS AGREEMENT entered into as of the first day of July, 1966, by
and between the parties subscribing, ratifying, or consenting hereto, and
herein referred to as the "parties hereto,"

MIINESSETH:

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

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by law (Volume 2, Chapter 7, Article 11, Section 39, New
Mexico Statutes, 1953 Annotated) to consent to and approve the development or
operation of State lands under agreements made by lessees of State land joint-
ly or 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 (Section 1, Chapter 162,
Laws of 1951; Chapter 7, Article 11, Section 41, New Mexico Statutes, 1953
Annotated) to amend with the approval of lessee, evidenced by the lessee's
execution of such agreement or otherwise, any cil 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 is authorized by law (Volume 9, Part 2, Chapter 65, Article 3, New
Mexico Statutes, 1953 Aunotated) to approve this agreement and the conserva-
tion provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the State
S "N" Unit Area covering land hereinafter described to give reasonably effec-

tive control of operations therein; and




WHEREAS, it is the purpose of the parties hereto to enable in-
stitution and consummation of secondary recovery operations, to conserve
natural resources, prevent waste and secure other benefits obtainable
through development and operation of the Unit 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 respec-
tive interests in the "Unit Area" and the '"Unitized Formation" lying there-
under (as those terms are defined hereinafter) and agree severally among
themselves as follows:

1. ENABLING ACT AND REGULATIONS. The oil and gas operating regu-

lations in effect as of the effective date hereof governing drilling and

producing operations not inconsistent with the terms hereof or the laws of

the State of New Mexico are hereby accepted and made a part of this agreement.
2, DEFINITIONS. For the purpose of this agreement, the follow-

ing terms and expressions as used herein shall mean:

(a) "Commission" means the 0il Comservation Commission of the
State of New Mexico,

(b) "Commissioner'" means the Commissioner of Public Lands of
the State of New Mexico.

(c¢) "Royalty Interest" or "Royalty" means an interest other
than a Working Interest in or right to receive a portion of the Unitized
Substances or the proceeds thereof and includes the royalty interest re-
served by the lessor by an oll and gas lease and any overriding royalty
interest, oil payment interest, net profits contract, or any other payment
or burden which does not carry with it the right to search for and produce
Unitized Substances,

(d) "Royalty Owner' means the owner of a Royalty Interest.

(e) "Tract" means each parcel of land described as such and
given a Tract number in Exhibit B,

(f) "Tract Participation' means the percentage of Unitized
Substances allocated to a Tract under this agreement as shown in Exhibit A.

(g) "Unit Area" means the land shown on Exhibit A, and de~
scribed by Tracts in Exhibit B, containing 691.96 scres.

(h) "Unit Operating Agreement” means any agreement or agree-
ments, whother one or more, entered into either separately or collectively
by and between the Unit Operator and the Working Interest Owners, as pro~
vided in Section 9, ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT, and
shall be styled "Unit Operating Agreement for the Development and Operation
of the State § "N'" Unit Area, County of Lea, State of New Mexico,"

“Ze




(1) "Unit Participation” of each Working Interest Owmer
means the sum of the percentages obtained by multiplying the Working In-
terest of such Working Interest Owner in each Tract by the Tract Particl-

pation of such Tract,

(j) "Unitized Formation" means the Parmo-Pennsylvanian
Formation encountered between the depths of 9,753 feet and 10,065 feet below
the derrick floor elevation on the Schlumberger electric log of the Amerada
Petroleum Corporation State SD Well No. 5, located 1980 feet from the west
line and 810 feet from the south line of Section 3,T 155, R 33E, Lea County,

New Mexico.

(k) '"Unitized Substances" means all oil, gas, gaseous sub=-
stances, sulphur contained in gas, condensate, distillate and all associated
and constituent liquid or liquefiable hydrocarbons within or produced from

the Unitized Formation,

(1) "voting Interest" of a Working Interest Owner, unless
provided otherwise hereinafter, means such Working Interest Owner's Phase
IT Unit Participation as same is set out in Exhibit C of the Unit Operating

Agreement,

(m) "Working Interest” means an interest in Unitized Sub-
stances by virtue of a lease, operating agreement, fee title, or otherwise,
including a carried interest, which interest is chargeable with and obligated
to pay or bear, either in cash or out of production or otherwise, all or a
portion of the cost of drilling, developing, producing and operating the
Unitized Formationm.

(n} '"Working Interest Ouner' means a party hereto who owns
a Working Interest, The owner of oil and gas rights that are free of lease
or other instrument conveying the Working Interest to another shall be re-
garded as a Working Interest Owner to the extent of seven-eighths (7/8) of
his interest in Unitized Substances and as a Royalty Owvmer with respect tno
his remaining one-eighth (1/8) interest therein.

(o) "Unit Operations" means all operations conducted by Work-
ing Interest Owners or Unit COperator pursuant to this agreement and the Unit
Operating Agreement for or on account of the development and operations of
the Unitized Formation for the production of Unitized Substances,

3. EXHIBITS. The following Exhibits are incorporated herein and
made a part hereof:

(a) Exhibit A attached hereto is a map showing, to the extent
known to Unit Operator, the Unit Area and the boundaries and identity of
Tracts and leases in said Unit Area,

(b) Exhibit B attached hereto i1s a schedule describing each
Tract included within the Unit Area and showing the Tract Participation of
each such Tract, The Phase 1 Tract Participations shall become effective
at 7:00 a.m, on the effective date of this agreement and shall continue in
effect until 7:00 a.m, on the first day of the month next following the month

in which the total oil produced from the Unitized Formation underlylng the

Unit Area, as shown on the original Exhibit A, equals 373,200 barrels arter




January 1, 1966 (as determined by the Commission’s monthly reports, Form
C-115). The Phase II Tract Participations shall become effective at the
end of the effective tiim: of the Phase I Tract Participations, and shall
continue in effect for the remainder of the term of this agreement,

Whenever reference herein or in the Unit Operating Agreement
is made fo an Exhibit, the reference is to the Exhibit as originally at-
tached or, if revised, to the latest revision.

The description and ownership of the respective Tracts have
been established by using the best information avallable. If it subsequently
appears that clerical errors, including errors in Tract Ownership or mechani-
cal miscalculations have been made, Unit Operator shall revise the Exhibits to
conform with the facts. The revision shall not include any re-evaluation of
engineering or geological interpretations used in deterﬁining Tract Partici-
pationa., Errors and miscalculations discovered prior to the effective date
of this agreement shall be corrected by Unit Operator in the flrst revision
of Exhibits following the effectlve date and said first revisions shall be
effective as of the effective date of this agreement, The correction of any
error other than correction of a clerical or mechanical error shall be made
by Unit Operator only after first having obtained approval of Working In~
terest Owmers and the Commissioner,

Exhibits A and B shall be revised by Unit Operator whenever
changes render such revision necessary. If an Exhibit is revised pursuant
to this agreement, Unit Operator shall certify and file two (2) copies of
the revised Exhibit with the Commissioner, and one (1) copy for record with
the County Clerk, lLea County, New Mexico. Except as specified above, a
rvreviged Exhibit shall become effective on gsuch date as may be determined by
the Working Interest Owners and set forth on said revised Exhibit.

4, EXPANSION OF UNIT AREA, The above descrihed Unit Area may,

when practicable, be expanded to include therein any additional tract or
tracts regarded as reasonably necessary or advisable for the purposes of
this agreement, whenever such expansion is necessary or advisable to conform

with the purposes of this agreement. Tract Participationt resulting from

ol




such expansion shall be on a negotiated basis and, after agreement between
the affected parties has been reached, such expansion shall be effected in
the following manner:

(a) Unit Operator, with concurrence of at least 88 vercent
of the then Voting Interests and after preiiminary concurrence, the Com=-
missioner and the Commission, shall prepare a notice of proposed expansion
describing the contemplated changes in the boundaries of the Unit Area,
the reasons therefor, and the proposed effective date thersof, preferably
the first day of a month subsequent to the date of notice,

(b) Said notice shall be delivered to the Commissioner and
the Commission, and copies thereof mailed to the last known address of each
Working Interest Owner, lessee, and lessor whose interests are affected,
advising that 30 days will be allowed for submission to the Unit Operator
of any objections,

(c) Upon expiration of the 30-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Commissioner
and the Commission evidence of malling of the notice of expansion and a
copy of any objections thereto which have been filed with the Unit Operator,
together with an application in sufficlent number for approval of such ex-
pansion and with appropriate joinders.

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

In any approved expansion of the Unit Area, the revised Tract
Participations of those Tracts which were committed prior to each such ex-

pansion shall remain in the same ratio one to another.

5. UNITLZED LAND AND UNITIZED SUBSTANCES. All oil, gas, gaseous

substances, sulphur contained in gas, condensate, distillate and all associ-~
ated and constituent liquid and liquefiable hydrocarbons in the lands com=-
mitted to this agreement are, as to the Permo~Pennsylvanian Formation,uni-
tized under the terms of this agreement (and are herein called Unitized
Substances) and said lands shall constitute lands referred to herein as

"unitized land" or "land subject to this agreement.”

5m




6, UNIT OPERATOR., Amerada Petroleum Corporation is hereby desig-

nated as the Unit Operator and by signature hereto as Unit Operator agrees

and consents to accept the duties of Unit Operator for the development and
production of Unitized Substances as herein provided. Whenever reference is
made herein to the "Unit Operator," such reference means the Unit Operator
acting in that capacity and not as an owner of interest in Unitized Substances,
and the term "Working Interest Owmer" when used herein shall include or refer
to Unit Operator as the owner of a Working Interest when such interest is

owned by it.
7. RESIGNATION OR REMOVAL OF UNIT OPERATOR, Unit Operator shall

have the right to resign at any time, but such resignation shall not become
effective so as to release Unit Operator from the duties and obligations of
Unit Cperator and terminate Unit Operator’s rights as such for a period of
six (6) months after notice of intention to resign has been served by Unit
Operator on all Working Interest Owners and the Commissioner and the Commisg-
ion, and until all wells then drilled hereunder are placed in satisfactory
condition for suspension or abandonment, whichever is required by the Com=
mission as to State lands, unless a new Unit Operator ghall have been selected
and approved and shall have taken over and assumed the duties and obligations
of Unit Operator prior toc the expiration of said period.

The resignation of Unili Operator shall not release Unit Operator
from any liability or default by it hereunder occurring prior to the effec~
tive date of its resignation.

The Unit Operator may, upon default or fallure in the perfor-
mance of its dutles or obligations hereunder, be subject to removal by
affirmative vote of at least seventy-five percent (75%) of the Voting
Interests. Such removal shall be effective upon notice thereof to the Com-
missioner,

In all such instances of resignation or removal, until a successor
Unit Operator is selected and approved, as hereinafter provided, the Work-
ing Interest Owners shall be jointly responsible for the performance of the

duties of Unit Operatcr and shall, not later than thirty (30) days before such

-he




resignation or removal becomes effective, appoint a common agent to repre-
sent them in any action to be taken hereunder,

The resignation or removal of Unit Operator under this agreement
shall not terminate its right, title or interest as the owner of a Work-
ing Interest or other interests in Unitized Substances, but upon the resig-
nation or removal of Unit Operator becoming effective, such Unit Operator
shall deliver possession of all equipment, materials, and appurtenances
used in conducting the Unit operations owned by the Working Interest Owners
to the new duly qualified successor Unit Operavor, or to the owner thereof
if no such new Unit Operator is elected, to be used for the purpose of con~
ducting Unit operations hereunder. Nothing herein shall be construed as
authorizing removal of any material, equipment and appurtenances needed
for the preservation of any wells,

8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall

tender his or its resignation as Unit Operator, or shall be removed as here-
inabove provided, the Working Interest (wmers shall, by affirmative vote of
< at least seventy-five percent (75Z) of the Voting Interests, select a suc~
cessor Unit Operator; provided, however, that should any Working Interest
Ovner own a Voting Interest of more than twenty-five percent (25Z), the vote
of sald party shall not serve to disapprove the selection of a new Unit
Operator approved by eighty percent (80Z) or more of the Voting Interests

of the remaining Working Interest Owners and, provided further, that the Unit
Operator shall not vote to succeed itself and 1ts Voting Interest shall not
be counted in a vote concerning its removal as the Unit Operator. Such
gselection shall not become effective until (a) a Unit Operator so selected
shall accept in writing the duties and responsibilities of Unit Operator, and
(b) the selection shall have been approved by the Commigssioner, If no suc-
cessor Unit Operator is selected and qualified as herein provided, the Com~
rissioner may, at his election, declare this Unit Agreemont terminated,

9, ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT, All costs

and expenses incurred by Unit Operator in conducting Unit operations hereunder

shall be apportioned among, borne and paid by the Working Interest Owners,

7=




all in accordance with this apgreement and the Unit Operating Agreement,

The Unit Operating Agreement shall also provide the manner in which the Work-
ing Interest (wmers shall be entitled to receive their respective proportion-
ate and allocated share of the benefits accruing hereto in conformity with
their underlying operating agreements, leases, or other independent contracts
and such other rights and obligations as between Unit O;;erator and the Work-
ing Interesc Owners as they may agree upon. However, the Unit Operating
Agreement shall not be deemed either to modify the terms and conditions of
this Unit Agreement or to relieve the Unit Oﬁerator of any right or obliga~
tion established under this Unit Agreement; in case of any inconsistency or
conflict between the Unit Agreement and the Unit Operating Agreement, this
agreement shall prevail, One true copy of any Unit Operating Agreement shall
be filed with the Commissioner,

10, RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. FExcept as otherwise

specifically provided herein, the exclusive right, privilege, and duty of
exercising any and all rights of the parties hereto (including surface rights)
which are necessary or convenient for the prospecting for, producing, stor-
ing, allocating, and distributing the Unitized Substances, are hereby granted
and delegated to and shall be exercised by the Unit Operator as herein pro~-
vided. Upon request therefor, 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, lease, Royalty Interest, operating agreement or communitization
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.

11, EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY, Each

Working Interest Owner has heretofore placed and used on its Tract or Tracts
committed to this agreement, various well and lease equipment and other pro-
perty, equipment and facilities. It i8 also recognized that additional

equipment and facilities may hereafter be placed and used upon the Unit Area




as now or hereafter constituted, Therefore, for all purposes of this agree-
ment any and all such equipment shall be considered to be personal property
and not fixtures attached to realty, Accordingly, sald well and lease equip-
ment and personal property is hereby severed from the mineral estates affected
by this agreement, and it is agreced that any and all such equipment and per-
sonal property shall be and remain personal property for all purposes.

12, PLAN OF FURTHER DEVELOPMENT AND OPERATION. It is recognized

and agreed by the parties hereto that the object and purpose of this agree-
ment is to formulate and to put into effect a secondary recovery project in
order to effect the optimum recovery of Unitized Substances, prevent waste
and conserve natural resources, The parties hereto agree that the Unit
Operator may, subject to the consent and approval of a plan of operation by
the Working Interest Owners, the Commissioner and the Commission, inject into
the Unitized Formation, through any well or wells completed therein, brine,
water, alr, gas, oll, liquefied petroleum gas, or any other substance or a
combination of any of said substances, whether produced from the Unitized
Formation or not, and that the location of input wells and the rates of in-
Jection therein and the rate of production shall be governed by standards of
good geologic and petroleum engineering practices and conservation methods,
This agreement is and shall be subject to the =sonservation laws of the State
of New Mexico, to the valld rules, regulations and orders of the Commissioner
and the Commission and to all other applicable federal, state and municipal
laws, rules, regulations and orders, The parties hercto, subject to prior
rights, if any, grant to Unit Operator the use of brine or water or both
from any formation in and under the Unit Area for injectlion into the Unitized
Formation, After commencement of secondary operations, Unit Operator shall
furnish the Commissioner monthly injection and production reports for each
well in the Unit Area. The Working Interest Owners and the Commissioner
shall be furnished periodic reports on the progress of the plan of operation
and any revisions or changes thereto necessary to meet changed conditions or
to protect the interests of all parties to this agreement; provided, however,

that any mujor revisions of the plan of operation involving a basic deviation




from the initial plan of operation shall be subject to the consent and ap~
proval of the Working Interest Owners, the Commissioner and the Commission.

13, PARTICIPATION. Exhibit B shows the percentages of participa-

tion to which ezch Tract shall Lz entitled if all Tracts within the Unit
Area are committed as of the effective date of this agreement (the qualifi-
cations necessary for inclusion of a Tract being set forth in Section 14
hereof), If less than all Tracts within the Unit Area are committed as of
the =ffective date of this agreement, Unit Operator, with approval of the
Working Interest Owmers, as soon as practicable after the effective date of
this agreement, shall file with the Commissioner and the Commission schedules
of committed Tracts as of said effective date, which gaid schedules shall be
designated "Revised E:xhibit B" and considered for all purposes as a part of
this agreement. Such Revised Exhibit B shall set forth opposite each such
committed Tract the revised Tract Participation therefor (which shall be cal=-
culated by using the same Tract factors and formuls which were used to arrive
at the Tract Participation of each Tract as gset out in Exhibit B attached
hereto, but applying the same only to the committed Tracts). Such Revisged
Exhibit B, unless disapproved by the Commissioner and the Commission within
30 days after filing, shall supersede, effective as of the effective date
hereof, the Tract Participations set forth in Exhibit B attached hereto until
a further revision or revisions thereof is approved by the Commissioner and
the Commission. The Tract Participations shown on Exhibit B attached hereto
or as may be shown on the Revised Exhibit B, as above provided, shall govemn
the allocation of Unitized Substances on and after the zffective date of this
Unit Agreement as set forth in Section 3 hereof, and until the allocation
schedule is revised pursuant to this agreement and the revised Tract Partici-~
pations are appreved by the Commissioner and the Commission.

14, TRACTS QUALIFIED FOR PARTICIPATION. From the effective date

hereof, the Tracts which shall be entitled to participation shall be those
Tracts which are described in Exhibit B and which, at any time, are qualified

as follows:

(a) Each Tract as to which Working Interest Owners .wning
100Z of the Working Interest therein have become parties hereto
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and as to which Royalty Owmers owning 7,% or more of the Royalty
Interest therein have become parties hereto.

(b) Each Tract as to which Working Interest Owners owning
100X of the Working Interest therein have become parties hereto
and as to which Royalty Owners owning less than 75% of the Royalty
Interest therein have become parties hereto and, further, as to
which:

(1) All Working Interest Ovmers in any such Tract have
joined in a request for the qualification of such Tract; and

(11) 80Z of the combined voting interests of Working
Interest Owners in all Tracts meeting the requirements of
paragraph (a) hereof have voted in favor of qualifying such
Tract.

For the purpose of this paragraph (b), a Working Interest Owner's
“voting interest” shall be equal to the ratio (expressed in per-
cent) which its aggregate Phase I Unit Participation in all Tracts
qualifying under paragraph (a) bears to the total Phase I Unit
Participation, as shown on Exhibit B, of all Working Interest
Owners in all Tracts qualifying under paragraph (a).

(¢) Each Tract as to which Working Interest Owners owning
less than 1002 of the Working Interest therein have become parties
hereto, regardless of the percentage of Royalty Interest therein
which is committed hereto and, further, as to which:

(1) The Working Interest Owner operating any such
Tract and all of the other Working Interest Owners in such
Tract vho have become parties hereto have joined in a re~
quest for qualffication of such Tract and have executed and
delivered an indemnity agreement indemnifying and agreeing
to hold harmless the other Working Interest Owners, their
successors and assigns, against all claims and demands which
may be made by the owners of Working Interests in such Tract
who are not parties hereto snd which arise out of the quali=-
fication of such Tract; and

(11} 80% of the combined voting interest of Working
Interest Owvmers in all Tracts meeting the requirements of
paragraphs (a) and (b) have voted in favor of the qualifi-
cation of such Tract and acceptance of the indemnity agree-
ment.

For the purpose of this paragraph (c), a Working Interest Owner's
"voting interest” shall be equal to the ratio (expressed in per-
cent) which its aggregate Phase I Unit Participation in all Tracts
qualifying under paragraphs (a) and (b) bears to the total Phase

I Unit Participation, as shown on Exhibit B, of all Working Inter-
est Owners in all Tracts qualifying under paragraphs (a) and (b).
Upon the qualification of such a Tract, the init Participation
which would have been attributed to the nonsubscribing owners of
the Working Interest in such Tract, had they become parties to
this agreement and the Unit Operating Agreement, shall be attribu-
ted to the Working Interest Owners in such Tract who have become
parties to such agreements, in proportion to their respective
Working Interests in the Tract,

15, ALLOCATION OF UNITIZED SUBSTANCES. All Unitized Substances

produced and saved (less, save and except any part of such Unitized Substances

used in conformity with good operating practices on unitized land for drilling,
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operating, camp and other production or development purposes and for pressure
maintenance) shall be apportioned among and allocated to the committed Tracts
in accordance with the respective Tract Participations effective hereunder
during the respective periods such Unitized Substances were produced, as set
forth in the schedule of participation in Exhibit B. The amount of Unitized
Substances so allocated to each committed Tract, and only that amount (re-
gardless of whether it be more or less than the amount of the actual produc-
tion of Unitized Substances from the well or wells, if any, on such Tract),
shall, for all intents, uses and purposes, be deemed to have been produced
from such Tract.

The Unitized Substances alloczted to each such Tract shall be
distributed among, or accounted for to, the parties executing, consenting to
or ratifying this agreement entitled to share in the production from such
Tracts in the same manner, in the same proportions, and upon the same condi-
tions as they would have participated and shared in the production from such
Tract, or in the proceeds thereof, had this agreement not been entered into,
and with the same legal force and effect, It is hereby agreed that produc~
tion of Unitized Substances from any such committed Tract shall be allocated
as provided herein regardless of whether oll or gas 1is being produced from any
particular Tract committed hereto, If the Working Interests or the Royalty
Interests in any Tract are divided with respect to separate parcels or por-
tions of such Tract and owned severally by different persons, the Tract Parti-
cipation of such Tract shall, in the absence of a recordable instrument among
all owners fixing the division of ownership, be divided among all owmers
fixing the division of ownership and be divided among such parcels or portions
in proportion to the number of surface acres in each,

16, BALANCING OF PRODUCTION. Unit Operator shall make a proper

and timely gauge of all lease and other tanks located on each committed

Tract in order to ascertain the amount of merchantable oil in such tanks,
above the pipe line connections, as of 7:;00 a.m, on the effective date hereof.
All Unitized Substances which are a part of the prior allowable of the well

or wells from which the same were produced shall be and remain the property
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of the Working Interest Owners entitled thereto as if the Unit had not been
formed and such Working Interest Owners ghall promptly remove same, Any
such Unitized Substances not soc removed may be sold by the Unit Operator
for the account of such Working Interest Owners, subject to the payment of
all royalty to Royalty Owners under the terms and provisions of the applicable
leagse or leases and other contracts. All such Unitized Substances which are
in excess of the prior allowable of the well or wells from which the same
were produced shall be regarded and treated the same as Unitized Substances
produced after the effective date hereof, If, as of the effective date here-
of, any Tract is over-produced with respect to the allowable of the well or
wells on that Tract and the amount of such over-production has been soid or
otherwise disposed of, such over-pruduction shall be regarded and included
as a part of the Unitized Substances produced after the effective date here-
of and the amount thereof charged to such Tract as having been delivered to
the persons entitled to Unitized Substances allocated to such Tract,

17. ROYALTY SETTLEMENT, The State of New Mexico and all Royalty
Owners who, under existing contracts, are entitled to take in kind a share
of the Unitized Substances produced from any committed Tract, shall hereafter
be entitled to take in kind their share of the Unitized Substances allocated
to such Tract, and Unit Operator shall make deliveries of such Royalty share
taken in kind in conformity with the applicable contracts, laws and regula~
tiongs., Settlement for Royalty Interests not taken in kind shall be made by
Working Interest Owners responsible therefor under existing contracts, laws
and regulations, on or before the last day of each month for Unitized Sub-
stances produced during the preceding calendar month; provided, however, that
nothing herein contained shall operate to relleve the lessees of any land
from their reapective lease obligations for the payment of any royalties due
under their leaca2s except that sald royalties shall be computed in accordance
with the terws of this agreement.

If gas obtained from lands not subject to this agreement is

introduced into the Unitized Formation for use in pressure maintenance,

stimulation of production, or increasing ultimate recovery, which shall be
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in conformity with a plan first approved by the Commissioner sand the Com-
mission, a like amount of gas, less appropriate deductiuns for loss from
any cause, may be withdrawn from the formation ianto which the gas was in~
troduced, royalty free as to dry gas, but not as to the products extracted
therefrom; provided that such withdrawal shall be pursuant to such condi-~
tions and formulae as may be prescribed or approved by the Commissioner;
provided further, that such right of withdrawal shall terminate on the termi-
nation of this agreement, If liquefied petroleum gases obtainéd from lands
or formations not subject to this agreement be injected into the Unitized
Formation for the purpose of increasing ultimate recovery, which shall be
in conformance with a plan firast approved by the Commissioner, part or all
of such liquefied petroleum gases may be withdrawn royalty free pursuant to
such conditions and formulae as may be prescribed or approved by the Com=-
missioner,

Royalty due on sccount of State lands shall be computed and
paid on the basis of all Unitized Substances allocated tc such lands,

18, RENTAL SETTLEMENT. Rentals on State of New Mexiro lands sub~
ject to this agreement shall be paid at the rate specified in the respective
leases, or may be reduced or suapended under order of the Commissioner pur-
suant to applicable laws and regulations,

19, CONSERVATION. Operations hereunder and production of Unitized
Substances shall be conducted so as to provide for the most economical and
efficient recovery of such substances to prevent waste as defined by State
laws or regulations,

20. DRAINAGE. Unit Operator shall take appropriate and adegquate
measures to prevent drainage of Unitized Substances from the committed
Tracte by wells on land not subject to this agreement or, with consent of
the Commissioner and pursuant to applicable regulations, pay a fair and
reasonable compensatory royalty as determined by the Commissiomer,

21, LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, con-

ditions and provisions of all leases, subleases, and other contracts relat-

ing to exploration, drilling, development, or operation for oil, gas, gaseous
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substances, sulphur contained in gas, condensate, distillate and all associ~

ated and constituent liquid or liquefiable hydrocarbons in and under lands
committed to this agreement are hereby expressly modified and amended to

the extent necessary to make the same conform to the provisions nereof,

but otherwise to remain in full force and effect; and the partiss hersto
hereby congent that the Commissioner as to State leases shall by his approval
hereof, or by the approval hereof by his duly authorized representative,

does hereby establish, alter, change or revoke the drilling, producing,
rental, minimum royalty and royalty requirements of State leases committed
hereto and the regulations in respect thereto to conform said requirements to
the provisions of this agreement, and without limiting the generality of
the foregoing, all leases, subleases, and contracts are particularly modi-

fied in accordance with the following:

(a) The development and operation of lands subject to this
agreement under the terms hereof shall be deemed full performance
of all obligations for development and operation with respect to
each and every part or separately owned Tract committed to this
agreement, regardless of whether there is any development of any
particular part of or Tract of unitized land, notwithstanding any-
thing to the contrary in any lease, operating agreement, or other
contract by and between the parties hereto, or their respective
predecessors in interest, or any of them.

{b) Drilling and producing operations performed hereunder
upon any Tract of unitized land will be accepted and deemed to
be performed upon and for the benefit of each and every Tract
of unitized land, and no lease shall be deemed to expire by
reacson of failure te drill or produce wells situated on the
land therein embraced.

{c) Suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the Commiss-
ioner shall be deemed to constitute such suspension pursuant
to such direction or consent as to each and every Tract of uni-

tized land.

(d) Each lease, sublease, or contract relating to the
exploration, drilling, development or operation for oil, gas,
gaseous substances, sulphur contained in gas, condensate, distil-
late and all associated and conatituent liquid or liquefiable
hydrocarbons in and under lands, other than those of the United
States, in lands committed to this agreement, which by its terms
might expire prior to the termination of this agreement, is here-
by extended beyond any such term so provided therein so that it
ghall be continued in full force and effect for and during the
term of this agreement, as to the land committed so long as
such lease remains subject hereto,

(e) Any lease embracing lands of the State of New Mexico
having only a portion of its lands committed hereto shall be
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segregated as to the portion committed and as to the portion

not committed and the terms of such lease shall apply separately
as to such segregated portions commencing as of the effective

date hereof, Nothwithstanding any of the provisions of this
agreement to the contrary, any lease embracing landa of the State
of New Mexico having only a portion of its lands committed here-

to shall continue in full force and effect beyond the term pro-
vided therein as to all lands embraced in such lease, if Unitized
Substances are discovered and are capable of being produced in
paying quantities from some part of the lands embraced in such
lease committed to this agreement at the expiration of the secon-
dary term of such lease; or i1f, 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, any such lease shall remain in full force and effect so
long as such operations are being diligently prosecuted, and if
they result in the production of Unitized Substances, said lease
shall continue in full force and effect as to all of the lands
embraced therein, so long thereafter as Unitized Substances are
produced in paying quantities from any portion of said lands,

22, COVENANTS RUN WITH LAND. The covenanis herein shall be cone

strued 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 conditioned upon the sssumption
of all privileges and obligations hereunder by the grantee, transferee, or
other successor in interest. No assignment or transfer of any Working
Interest subject hereto shall be binding upon Unit Operator until the first
day of the calendar month after Unit Operator is furnished with the original,
photostatic, or certified copy of the instrument of transfer; and no assign-
ment or transfer of any Royslty Interest shall be binding upon the Working
Interest Owner responsible therefor until the first day of the calendar
month after said Working Interest Owner is furnished with the original,
photostétic, or certified copy of the instrument of transfer,

23, EFFECTIVE DATE AND TERM, This agreement shall become binding

upon each party who executes or ratifies it as of the date of execution or
ratification by such party and shall become effective as of 7:00 o'clock

a.m. of the first day of the calendar month next following the approval by

the Commissioner.

There must be an execution or ratification of this agreement

and the Unit Operating Agreement by Working Interest Owners owning a combined
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Phase II Unit Participation of at least 85 percent, and the execution or
ratification of the agreement by Royalty Owners owning a combined interest
of at least 65 percent of the Royalty Interest in said Unit Area.

There must be filed at least one counterpart of this agree-
ment for record in the office of the County Clerk of Lea County, New Mexico,
by the Unit Operator.

Unit Operator shall, within thirty (30) days after the effec-
tive date of this agreement, file for record in the office where a counter-
part of this agreenent is recorded, a certificate to the effect that this
agreement became effective according to its terms and stating further the
effective date,

The term of this agreement shall be for and during the time
that Unitized Substances are produced in paying quantities from the Unit
Area and so long thereafter as driliing, reworking or other operations
(including secondary recovery operations) are prosecuted thereon without
cessation of more than ninety (90) consecutive days, unless sooner termi-
nated by Working Interest Owners in the manner hereinafter provided.

This agreement may be terminated with the approval of the
Land Commissioner and the Working Interest Owners owning 88 percent Unit
Participation whenever such Working Interest Owners determine that Unit
operations are no longer profitable, feasible or in the interest of conser-
vation, Notice of any such termination shall be given by Unit Operator to
all parties hereto,

Upon termination of this agreement, the further development
and operation of the Unit Area as a Unit shall be abandoned, Unit operations
shall cease, and thereafter the parties hereto shall be governed by the
terms and provisions of the leases and contvacts affecting the separate
tracts just as if this agreement had never been entered into.

If not otherwise covered by the leases unitized under this
agreement, Royalty Owners hereby grant Working Interest Owne;s a period

of six months after termination of this agreement in which to salvage,
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sell, distribute or otherwise dispose of the personal property and facilities
used in connection with Unit operations.

24, APPEARANCES, Unit Operator shall, after notice to other par-
ties affected, have the right to appear for or on behalf of any and all
interests affected hereby before the Commission and to zppeal from orders
issued under the regulations of said Commission or to apply for relief from
any of said regulatioms or in any proceedings relative to operations before
the Commission, or other legally comstituted authority; provided, however,
that any other interested party shall also have the right at his or its own
expenge to be heard in any such proceeding.

25. NOTICES. All notices, demands, objections or statementa re-
quired hereunder to be given or rendered to the parties hereto shall be
deemed fully given if made in writing and personally delivered to the party
or parties at thecir 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 writiug to party sending
the notice, demand or statement.

26, NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement con-

tained ghall be construed as a waiver by any party hereto of the right to
assert any legal or constitutional right or defense as to the validity or
invalidity of any law of the State of New Mexico, or regulations issued
thereunder in any way affecting such party, or as a waiver by any such party

of any right beyond his or its authority to waive,

27. UNAVOIDABLE DELAY, All obligations under this agreement re-

quiring the Unit Operator to commence or continue drilling or to operate

on or to produce Unitized Substances from any of the lands subject to this
agreement shall be suspended while, but only so long as, the Unit Operator,
despite the exercise of due care and diligence, 18 prevented from comply-
ing with such obligations, in whole or in part, by strikes, act of God,
Federal, State, or municipal law or agencles, unavoidable accidents, uu-
controllable delays in transportation, inability to obtain necessary materials

in open market, or other matters beyond the reasonable control of the Unit
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Operator whether similar to matters herein enumerated or not.

28. 1L0SS OF TITLE. If any Tract of unitized land ceases to have
sufficient Working Interest or Royalty Interest cormitted to this agree-
ment to meet the conditions of Section 14 because of failure of title of
any party hereto, such Tract shall be regarded as not committed hereto as
of 7:00 a.m, on the first day of the calendar month in which such failure
of title is finally determined; provided, however, that no such Tract
shal: be so regarded if same can be requalified under said Section 14
within ninety (90) days after the date on which such title failure was
finally determined. 1f any such Tract cannot be so requalified, Unit Oper-
ator shall recompute the Tract participation of each Tract of unitized land
remaining subject to this agreement 8o that such Tract Participations shall
remain in the same ratio one to another. Thereafter, Unit Operator shall
revise Exhibit B conformably with such recomputation, Each such revised
exhibit shall be effective at 7:00 a.m., on the first day of the caiendar
month in which such failure of title is finally dztermined.

1f title to a Working Interest fails, the rights and obliga-
tions of Working Interest Owners by reason of guch failure shall be covered
by the Unit Operating Agreement. 1f title to a Royalty Interest fails, but
the Tract to which it relates remains cormitted to this agreement, the Royalty
ovner whose title failed ghall not be entitled to participate hereunder in-
sofar as its participation is based on such lost Royalty Interest.

In the event of a dispute as to the title to any Working or
Royalty Interest, oOT other intersst subject hereto, payment or delivery on
account thereof may be withheld without 1iability or interest until the
dispute is finally settled; provided, that as to State land or leases, no
payments of funds due the State of New Mexico shall be withheld, such funds
of the State shall be deposited as directed by the Commissioner, all to be
held as unearned money pending final gettlement of the title dispute and
then applied as earned or returned in accordance with such final settlement.

Unit Operator, as such, is relieved from any responsibility

for any defect or failure of title hereunder.




29, NONJOINDER AND SUBSEQUENT JOINDER, Any oil or gas interest

within the Unit Area not committed hereto prior to the effective date of
this agreement may thereafter be committed, upon compliance with the ap-
piicable provisions of this Section 29 and of Section 14 (TRACTS QUALIFIED
FOR PARTICIPATION) by the owher cx owners thereof subscribing or consenting
to this agreement and, if such uncommitted interest is a Working Interest,
by the owner of such interest also subscribing to the Unit Operating
Agreement,

Such right of joinder subsequent to the effective date hereof
shall be subject to such requirements or approvals and shall be upon such
terms and conditions as may be agreed to by at least 65 percent of the
then Vqting Interests of the Working Interest Owners, and approval by the
Commissioner, with appropriate revisions of Exhibit B, effective as of
7:00 a.m. on the first day of the calendar month next following such agree-
ment by the Working Interest Owners,

After final approval of this agreement, joinder by a non-
working interest owner must be consented to in writing by the Working In-
terest Owners committed hereto and responsible for the payment of any
benefits which may accrue hereunder in behalf of such non~-weorking interest,

30, COUNTERPARTS., This agreement may be executed in any number
of counterparts, no one of which needs to be executed by all parties, or
it may be rat{fied or consented to by separate instrument in writing specifi-
cally 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 1f all such parties had signed the same document and
regardless of whether or not it is executed by all other parties owning or
claiming an interest in the lands within the above described Unit Area.

31. TAXES. The Working Interest Owners shall render and pay for
their account and the account of the Royalty Owners all valid taxes on or
measured by the Unitized Substances in and under or that may be produced,
gathered and sold from the land sublect to this agreement after the effective

date of this agreement, or upon the proceeds or net proceeds derived therefrom,
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The Working Interest Owners in each Tract may charge the proper proportion
of said taxes to the Royalty Owners having interests in said Tract, and may
currently retain and deduct sufficient of the Unitized Substances or deriva-
tive products, or net proceeds thereof, from the allocated share of each
Royalty Owuner to secure reimbursement for the taxes so paid. No such taxes
shall be charged to the State of New Mexico or to any lessor who has a con-
tract with his lessee which requires the lessee to pay such taxes,

In order to avoid title failures which might incidentally
cause the title to a Working Interest or Royalty Interest to fail, the
owner of (1) the surface rights to each committed Tract, (2) severed
mineral or royalty interest in said Tracts and improvements located on
sald Tracts not vtilized for Unit Operations shall individually be respon-
sible for the rendition and assessment, for ad valorem tax purposes, »f all
such property, and for the payment of such taxes, except as otherwise pro=~
vided in any contract or agreement between such owners and a Working In-
terest Ovmer or Owners. 1f any ad valorem taxes are not paid by such owner
responsible therefor when due, Unit Operator may, at any time prior to tax
sale, pay the same, redeem such property and discharge such tax liens as
may arise through nonpayment. In the event Unit Operator makes any such
payment or redeems any such property from tax sale, Unit Operator shall be
reimbursed therefor by the Working Interest Owners in proportion to their
respective Unit Participations then in effect, and Unit Operator shall
withhold from any proceeds derived from the sale of Unitized Substances
otherwise due to said delinquent taxpayer or taxpayers an amount sufficient
to defray the costs of such payment or redemption, such withholding to be
distributed among the Working Interest Owners in proportion to their respec-
tive contributions toward such payment or redemption. Such withholding shall
be without prejudice to any other remedy, either at law or in equity, which
may be available for exercise by the Unit Operator or by the Working

Interest Owmers,

32, CONFLICT OF SUPERVISION, Neither the Unit Operator nor the

Working Interest Owners or any of them shall be subject to any forfeiture,
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termination, or expiration of any rights hereunder or under any leases or
contracts subject hereto, or to any penalty or liability on account of delay
or failure in whole or in part to comply with any applicable provisions
thereof to the extent that the said Unit Operator, Working Intereat Owners,
or any of them are hindered, delayed or prevented from complying therewith
by reason of the failure of the Unit Operator to obtsain, in the exercise

of due diligence, the concurrence of proper representatives of the State of
New Mexico in and about any matters or things conceming which it is re-
quired herein that such concurrence be obtained, Thie parties hereto, in-
cluding the Commission, agree that all powers and authority vested in the
Commission in and by any provisioaa of this contract are vested in the Com~
mission and shall be exercised by it pursuant to the provisions of the laws
of the State of New Mexico and subject, in any case, to appeali or judicial
review as may now or herveafter be provided by the laws of the State of New

Mexico,
33, NO PARTNERSHIP, It is expressly agreed that the relation of

the parties hereto is that of independent contractors and nothing in this
agreement contained, express or implied, or any operations conducted here-
under, shall create or be deemed to have created a partnership or association

between the parties hereto or any of them.

34, BORDER AGREEMENiS. Subject to the approval of the Commiss-

ioner, the Unit Operator, with concurrence of B8 percent of the then Voting
Interests of the Working Interest Owners, may enter into a border-protection
agreement or agreements with the working interest owners of lands adjacent
to the committed Tracts with respect to the operations in the border area

for the maximum ultimate recovery, conservation purposes and proper protec-

tion of the parties and interest,

IN WITNESS WHEREOF, the parties hereto have cauged this agreement

to be executed as of the date first above written and have set opposite
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their respective names the date of execution and the address of each of

the respective exscuting parties,

CORPORATION

3y
Vic¢/ President

P. O. Box 2040
Date o. Signature: Tulsa, Oklahoma 74102

—Z f,//// 7274

TEXACO INC,
ATTEST: APPROYED AS TO

Date of Signature:

Lol 2 S FLL
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(New Mexico ~— Corporate)
STATE OF OKLAHOMA |
S8
COUNTY OF____ TULSA
On this __# Z—L’(’ day of A v e, 19_66_ before me

JOEN P, L LICHND 7 to me personally known,

appeared__ )
who, being by me duly s:orn, did say that he is the M President of

AMERADA PETROLEUM CORPORATION, a Delaware corporation

and that the seal affixed to said instrument is the corporate seal of said corporation, and that
said instrument was signed and sealed in behalf of said corporation by authority of its Board

Ty
T :_\ ¥ H Y
Jovon P, UL

of Directors, and said__ .
acknowledged said instrument to be the free act and deed of said corporation.
WITINESS my hand and official seal the day ?ear first above writtea,

Notary Public

My commission expires:

z// 50'70

{New Mexico — Corporate)

STATE OF Texas

COUNTY Midland

The foregoing instrument was acknowledged before me this

, 1966, by J.H. Markley

21st day of October

Attorney-in-Fact , of TEXACO Inc., a Del aware

Corporation, on behalf of said corporation. 7

7
2
Elowiese Ruhman//

Notary Public

My Commission Expires:

June 1, 1967




. . T —
Ameroda | Amerada
|
Ze le | le
!
@
I ” o
__________ _ | State SC°__
ll Texaco !
| ' e Se
| 10 ¢ 24 @ le ] @
l I
f Store "SB” Stote 40" ‘
b i o —————] — — — — — — — — — — 3
Staorte ‘'S8”
|
!
EXHIBIT "A" (Original) I
LEGEND STATE "SN" UNIT
e == UNIT OUTLINE SAUNDERS FIELD
(3  TRAcT NUMBER LEA COUNTY, NEW MEXICO
b TI5S R33E |
|
j
SCALE |
Q 1/8 /4 Ve




NOTLVEIOLINYd LOVEL
TOVIMAOTId

$00T 8910y 96°T69 SI0eIL 93wag €
Te30L waay 3TW) K, 8 #1wig

nmmn z/s
00°09 *29g
T CH-80T~L

T 301
25y ff_°o3g
ACC-80T-&

%/3M 2/g pue

2 ‘T sy

fq *o8g

e/s e/u

‘4/3m 2/8

:— pwe

£ ‘2 m01

i €95 € *09g
ACCH-8O L

0521 ‘'K

$00T oo TXIY THOT-TT

*OuUY OvwXa] SUBYN *OUuY o0RXel MDY JO 3Yelg 8mmlﬂ

05°21T *d°€'H

%001 oo TXoH gH~0T~4

wpuIomy sEOY vpeIomy ROY JO 9iw3g 618-3

05°2T *d°€°H

$00T OO XY gh-0T-6

wpeaswy suog wpuIowy AR JO 3jwig grre-a
AOVINA DAL TOVIAOHd qHo0ay TOVINIOEAd ~ MOILIVOTIddV HO
% LETAINI % AVIVION  J0 ZASSTI % AZIVIOW VT 40 Wva
DRINOM DUTATNMIAQ o1I8ve % °ON TVIVAS

OOTXIN MEN 'ALENCD VEI 'LV ¢ ADNVY 'HLNOS G JIHBNAOT
<IND LN, 8 AIVLS TEL WIELIM 9ANVI TIV 40

dIHSYINMO 4O ANIX ONV TOVINAOWAL QMY SMOLIVATOTINVA LOVML DNIMOHS TINTIHOS
W8, LIGTHXH

SOV NOLLATHOSHQ
Jd0 0K




UNIT AGREEMERT
FOR THE DEVELOPMENT AND OPERATION
OF THE
STATE S "N" UNIT AREA
SAUNDERS FIELD, COUNTY OF LEA,

STATE OF NEW MEXICO

“_____——-—"'Z.-'__—_— ‘ :—r
Ly T ANTE D T7
[;))F}‘(-,_)\ | ! \1"\{\\ . N b i j‘ ‘k

i s e

AMERADA PETROLEUM CORF
EXHIBIT 8
No.2H87- 3687

DATEM’

L]




SECTION

1.
2,

3.

7.
8.
9.
10.

11,

13.
14,
15.
16,
17.
18.
19.
20.

21.

UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
STATE S "N" UNIT AREA
SAUNDERS FIELD, COUNTY OF LEA,
STATE OF NEW MEXICO

Preamble

Enabling Act and Regulations

pefinitions

Exhibits

Expansion of Unit Area

Unitized Land and Unitized Substances

Unit Operator

Resignation or Removal of Unit Operator

Successor Unit Operator

Accounting provisions and Unit Operating Agreement
Rights and Obligations of Unit Operator

Equipment and Facilities not Fixtures Attached
to Realty

Plan of Further pDevelopment and Operation
pParticipation

Tracts Qualified for Participation
Allocation of Unitized Substances
Balancing of Production

Royalty Settlement

Rental Settlement

Conservation

Drainage

Leases and Contracts Conformed and Extended

10

10

11

12

13

14

14

14

14




SECTION

22.
23,
24,
25,
26.
27.
28.
29.
30.
31.
32,
33.

34,

ILNDEX

Covenants Run with Land
Effective Date and Term
Appearances

Notices

No Waiver of Certain Rights
Unavoidable Delay

Loss of Title

Nonjoinder and Subsequent Joinder
Counterparts

Taxes

Conflict of Supervision

No Partnership

Border Agreements

Signatures
Acknowledgments
Exhibit A

Exhibit B

(COntinued)

PAGE
16
16
18
18
18
18
19
20
20
20
21

22




UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
GF THE
STATE § "N" UNIT AREA
SAUNDERS FIELD, COUNTY OF LEA,
STATE OF REW MEXICO

THIS AGREEMENT entered into as of the first day of July, 1966, by
and between the parties subscribing, ratifying, or consenting hereto, and
herein referred to as the "parties hereto,"

WHEREAS, the parties hereto are the owners of working, royalty, or
other 01l and 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 law (Volume 2, Chapter 7, Article 11, Section 39, New
Mexico Statutes, 1953 Annotated) to consent to and approve the development or
operation of State lands under agreements made by lessees of State land joint-
ly or 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 1s authorized by an act of the Legislature (Section 1, Chapter 162,
Laws of 1951; Chapter 7, Article 11, Section 41, New Mexico Sfatutes, 1953
Annotated) 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 o0il or gas pool, fileld, or area; and

WHEREAS, che 0il Conservation Commission of the State of New
Mexico is authorized by law (Volume 9, Part 2, Chapter 65, Ariicle 3, New
Mexico Statutes, 1953 Annotated) to approve this agreement and the conserva-
tion provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the State

S "N' Unit Area covering land hereinafter described to give reasonably effec-

tive control of operations therein; and




WHEREAS, it is the purpose of the pazties hereto to enable in-
stitution and consummation of secondary recovery operations, tc conserve
natural resources, prevent waste and secure other benefits obtainable
through development and operation of the Unit 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 respec-
tive interests in the "Unit Area" and the "Unitized Formation" lying there-
under (as those terms are defined hereinafter) and agree severally among
themselves as follows:

1., ENABLING ACT AND REGULATIONS. The oil and gas orerating regu-

lations in effect as of the effective date hereof governing drilling and

producing operations not inconsistent with the terms hereof or the laws of

the State of New Mexico are hereby accepted and made a part of this agreement.
2., DEFINITIONS. For the purpose of this agreement, the follow-

ing terms and expressions as used herein shall mean:

(a) "Commission" means the 011 Conservation Commission of the
State of New Mexico,

(b) "Commissioner' means the Commissioner of Public Lands of
the State of New Mexico.

(c) "Royalty Interest” or '"Royalty” means an interest other
than a Working Interest in or right to receive a portion of the Unitized
Substances or the proceeds thereof and includes the royalty interest re-
served by the lessor by an oil and gas lease and any overriding rayalty
interest, oll payment interest, net profits contract, or any other payment
or burden which does not carry with it the right to search for and produce
Unitized Substances.

(d) "Royalty Owner" means the owner of a Royalty Interest,

(e) "Tract" means each parcel of land described as such and
given a Tract number in Exhibit B,

(f) '"Tract Participation' means the percentage of Unitized
Substances allocated to a Tract under this agreement as shown in Exhibit A,

(g) "Unit Area" means the land shown on Exhibit A, and de-
scribed by Tracts in Exhibit B, containing 691.96 acres.

(h) "Unit Operating Agreement' means any agreement or agree-
ments, whether one or more, entered into either separately or collectively
by and between the Unit Operator and the Working Interest Owners, as pro-
vided in Section 9, ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT, and
shall be styled "Unit Operating Agreement for the Development and Operation
of the State S "N" Unit Area, County of Lea, State of New Mexico,"

-




(i) "Unit Participation" of each Working Interest Owner
means the sum of the percentages obtained by multiplying the Working In-
terest of such Working Interest Owner in each Tract by the Tract Partici-

pation of such Tract,

(j) "Unitized Formation' means the Permo-Pennsylvanian
Formation encountered between the depths of 9,753 feet and 10,065 feet below
the derrick floor elevation on the Schlumberger electric log of the Amerada
Petrcleum Corporation State SD Well No. 5, located 1980 feet from the west
line and 810 feet from the south line of Section 3,T 158, R 33E, Lea County,

New Mexico.

(k) "Unitized Substances™ means all oil, gas, gaseous sub-
stances, sulphur contained in gas, condensate, distillate and all associated
and constituent liquid or liquefiable hydrocarbons within or produced from
the Unitized Formation.

(1) "Voting Interest' of a Working Interest Owner, unless
provided otherwise hereinafter, means such Working Interest Owner's Phase
II Unit Participation as same is set out in Exhibit C of the Unit Operating

Agreement,

(m) "Working Interest' means an interest in Unitized Sub-
stances by virtue of a lease, operating agreement, fee title, or otherwise,
including a carried interest, which interest is chargeable with and obligated
to pay or bear, either in cash or out of production or otherwise, all or a
portion of the cost of drilling, developing, producing and operating the
Unitized Formation,

(n) "Working Interest Owner' means a party hereto who owns
a2 Working Interest, The owner of oil and gas rights that are free of lease
or other instrument conveying the Working Interest to another shall be re-
garded as a Working Interest Owner to the extent of seven-eighths (7/8) of

his interest in Unitized Substances and as a Royalty Cwner with respect to
his remaining one-eighth (1/8) interest therein.

(0) "Unit Operations" means all operations conducted by Work-
ing Interest Owners or Unit Operator pursuant to this agreement and the Unit
Operating Agreement for or on account of the development and operations of
the Unitized Formation for the production of Unitized Substances.

3. EXHIBITS. The following Exhibits are incorporated herein and
made a part hereof:

{(a) Exhibit A attached hereto is a map showing, to the extent
known to Unit Operator, the Unit Area and the boundaries and identity of
Tracts and leases in said Unit Area,

(b) Exhibit B attached hereto 1s a schedule describing each
Tract included within the Unit Area and showing the Tract Particioation of
each such Tract. The Phase I Tract Participations shall become effective
at 7:00 a.m. on the effective date of this agreement and shall continue in
effect until 7:00 a.m, on the first day of the month next following the month

in which the total oil produced from the Unitized Formation underlying the

Unit Area, as shown on the original Exhibit A, equals 373,200 barrels after




January 1, 1966 (as determined by the Commission's moathly reports, Form

C~115). The Phase II Tract Participations shall become effective at the
end of the effective time of the Phase 1 Tract Participations, and shall
continue in effect for the remainder of the term of this agreement,

Whenever reference herein or in the Unit Operating Agreement
i3 made to an Exhibit, the reference 1s to the Exhibit as originally at-
tached or, if revised, to the latest revision.

The description and ownership of the respective Tracts have
been established by using the best information available, If it subsequently
appears that clerical errors, including errors in Tract Ownership or mechani-
cal miscalculations have been made, Unit Operator shall revise the Exhibits to
conform with the facts, The revision shall not include any re-evaluation of
engineering or geological interpretations used in determining Tract Partiri-
pations, Errors and miscalculations discovered prior to the effective date
of this agreement shall be corrected by Unit Operator in the first revision
of Exhibits following the effective date and said first revisions shall be
effective as of the effective date of this anrerment. The correction of any
error other than correction of a clerical or mechanical error shall be made
by Unit Operator only after first having obtained approval of Working In-
terest Owners and the Commissioner,

Exhibits A and B shall be revised by Unit Operatocr whenever
changes render such revision necessary., If an Exhibit is reviéed pursuant
to this agreement, Unit Operator shall certify and file two (2) copies of
the revised Exiibit with the Commissioner, and ome (1) copy for record with
the County Clerk, Lea County, New Mexico. Except as specified above, a
revised Exhibit shall become effective on such date as may be determined by
the Working Interest Owners and set forth on said revised Exhibit,

4., EXPANSION OF UNIT AREA, The above described Unit Area may,

when practicable, be expanded to include therein any additional tract or
tracts regarded as reasonably necessary or advisable for the purposes of
this agreement, whenever such expansion is necessary or advisable to conform

with the purposes of this agreement, Tract Participations resulting from

-




such expansion shall be on a negotiated basis and, after agreement between

the affected parties has been reached, such expansion shall be effected in
the following manner:

(a) Unit Operator, with concurrence of at least B8 vercent
of the then Voting Interests and after preliminary concurrence, the Com-
missioner and the Commission, shall prepare a notice of proposed expansion
describing the contemplated changes in the boundaries of the Unit Area,
the reasons therefor, and the proposed effective date thereof, preferably
the first day of a2 month subsequent to the date of notice,

(b) Said notice shall be delivered to the Commissioner and
the Commission, and copies thereof mailed to the last known address of each
Working Interest Owner, lessee, and lessor whose interests are affected,
advising that 30 days will be allowed for submigssion to the Unit Operator
of any objectious,

(¢) Upon expiration of the 3U0-day period provided in the
preceding item (b) hereof, Unit Operator shall file with the Commissioner
and the Commission evidence of mailing of the notice of expansion and a
copy of any objections thereto which have been filed with the Unit Operator,
together with an application in sufficient number for approval of such ex~-
pansion and with appropriate joinders.

(d) After due consideration of 2ll pertinent information,
the 2xpansion shall, upon approval by the Commissioner and the Commission,
become effective as of the date prescribed in the notice thereof.

In any approved expansion of the Unit Area, the revised Tract
Participations of those Tracts which were committed prior to each such ex-
pansion shall remain in the same ratio one to another.

5, UNITIZED LAND AND UNITIZED SUBSTANCES, All oil, gas, gaseous

substances, sulphur contained in gas, condensate, distillate and all associ-
ated and constituent liquid and liquefiable hydrocarbons in the lands com-
mitted to this agreement are, as to the Permo-Pennsylvanian Formation,uni-
tized under the terms of this agreement (and are herein called Unitized
Substances) and sald lands shall constitute lands referred to herein as

“unitized land" or "land subject to this agreement.,'
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6. UNIT OPERATOR., Amerada Petroleum Corporation is hereby desig-

nated as the Unit Operator and by signature hereto as Unit Operator agrees

and consents to zccept the duties of Unit Operator for the development and
productfon of Unitized Substances as herein provided, Whenever reference is
made herein to the '"Unit Operator,” such reference means the Unit Operator
acting in that capacity and not as an owner of interest in Unitized Substances,
and the term "Working Interest Owner' when used herein shall include or refer
to Unit Operator as the owner of a Working Interest when such interest 1is

owned by {it,

7. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall

have the right to resign at any time, but such resignation shall not become
effective s0 as to release Unit Operator from the duties and obligations of
Unit Operator and terminate Unit Operator's rights as such for a period of
six (6) months arfter notice of intention to resign has been served by Unit
Operator on all Working Interest Owners and the Commissioner and the Commisse
ion, and until all wells then drilled hereunder are placed in satisfactory
condition for suspension or abandonment, whichever is required by the Cow-
migssion as to State lands, unless a new Unit Operator shall have been selected
and approved and shall have taken over and assumed the duties and obligations
of Unit Operator prior to the expivration of saild period,

The resignation of Unit Operator shall not release Unit Operator

from any liability or default by 1t hereunder occur.ing prior to the effec-

tive date of its resignation.

The Unit Operator may, upon defauit or failure in the perfor-
mance of 1its duties or obligations hereunder, be subject to removal by
affirmative vote of at least seventy-five percent (75%) of the Voting
Interests. Such removal shall be effective upon notice thereof to the Com-
missioner,

In all such instances of resignation or removal, until a successor
Unit Operator is selected and approved, as hereinafter provided, the Work-
ing Interest Owners shall be jointly responsible for the performance of the

duties of Unit Operator and shall, not later than thirty (30) days before such
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resignation or removal becomes effective, appoint a common agent to repre-

sent them in any action to be taken hereunder.

The resignaticn or removal of Unit Operator under this agreement
shall not terminate its right, title or interest as the owner of a Work-
ing Interest or other interests in Unitized Substances, but upon the resig-
nation or removal of Unit Operator becoming effective, such Unit Operator
shall deliver possession of all equipment, materials, and appurtenances
used in conducting the linit operations cwned by the Working Interest Owners
to the new duly qual’fied successor Unit Operator, or to the owner thereof
if no such new Unit Operator 1is elected, to be used for the purpose of con-
ducting Unit operations hereunder. Nothing herein shall be construed as
authorizing removal of any material, equipment and appurtenances needed

for the preservation of any wells,

8. SUCCESSOR UNIT OPERATOR., Whenever the Unit Operator shall

tender his or its resignation as Unit Operator, or shall be removed as here-
inabove provided, the Working Interest Owners shall, by affirmative vote of
at least seventy-five percent (75%Z) of the Voting Interests, select a suc-
cegsor Unit Operator; provided, however, that should any Working Interest
Owner own a Voting Interest of more than twenty-five percent (25%), the vote
of sald party shall not serve to disapprove the selectioﬁ of a new Unit
Operator approved by eighty percent (80X%) or more of the Voting Interests

of the remaining Working Interest Owners and, provided further, that the Init
Operator shall not vote to succeed itself and 4its Voting Interest shall not
be counted in & vote concerning its removal as the Unit Operator., Such
selection shall not become effective until (a) a Unit Operator so selected
shall accept in writing the duties and responsibilities of Unit Operator, and
{(b) the selection shall have been approved by the Commissioner. If no suc-
cessor Unit Operator is selected and qualified as herein provided, the Com-
missioner may, at his election, declare this Unit Agreement terminated,

9, ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. All costs

and expenses incurred by Unit Operator in conducting Unit operations hereunder

shall be apportioned among, horne and paid by the Working Interest Owmers,

-




all in accordance with this agreement and the Unit Operating Agreement,

The Unit Operating Agreement shall also provide the manner in which the Work-
ing Interest Owners shall be entitled to receive their respective proportion~
ate and allocated share of the benefits accruing hereto in conformity with
their underlying operating agreements, leases, or other independent contracts
and such other rights and obligations as between Unit Operator and the Work-
ing Interest Owners as they may agree upon. However, the Unit Operating
Agreement shall not be deemed either to modify the terms and conditions of
this Unit Agreement or to relieve the Unit Operator of any right or obliga-
tion established under this Unit Agreement; in case of any incousisteucy or
conflict between the Unit Agreement and the Unit Operating Agreement, this
agreement shall prevail, One true copy of any Unit Operating Agreement shall
be filed with the Commissioner.

10, RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise

apecifically provided herein, the exclusive right, privilege, and duty of
exercising any and all rights of the parties hereto (including surface rights)
which are necessary or convenient for the prospecting for, producing, stor-
ing, allocating, and distributing the Unitized Substances, are hereby granted
and delegated to and shall be exercised by the Unit Operator as herein pro-
vided, Upon request therefor, 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 ticle to
any land, lease, Royalty Interest, operating agreement or communitization
agreement, it being understood that under this agreement the Unit Operator,
in 1its capacity as Unit Operator, shall exercise the rights of possession

and use vested in the parties hereto only for the purposes herein specified,

11, EQUIPMENT AND FACILITIES NOT FIXTURES ATTACHED TO REALTY, Each

Working Interest Owner has heretofore placed and used on its Tract or Tracts
committed to this agreement, various well and lease equipment and other pro-
perty, equipment and fac{lities, It i3 also recognized that additional

equipment and facilities may hereafter be placed and used upon the Unit Area




as now or hereafter constituted, Thzrefore, for all purposes of this agree-

ment any and all such equipment shall be considered to he personal property
and not fixtures attached to realty. Accordingly, said well and lease equip-
ment and personal property is hereby severed from the mineral estates affected
by this agreement, and it is agreed that any and all such equipment and per=-
sonal property shall be and remain personal property for all purposes,

12, PLAN OF FURTHER DEVELOPMENT AND OPERATION. It is rccognized

and agreed by the parties hereto that the object and purpose of this agree-
ment is to formulate and to put into effect a secondary recovery project in
order to effect the optimum recovery of Unitized Subetances, prevent waste
and conserve natural resources, The parties hereto agree that the Unit
Operator may, subject to the consent and approval of a plan of operation by
the Working Interest Owners, the Commissioner and the Commission, inject into
the Unitized Formation, through any well or wells completed therein, brine,
water, alr, gas, oil, liquefied petroleum gas, or any other substance or a
combination of any of said substances, whether produced from the Unitized
Formation or not, and that the lncation of input wells and the rates of in-
lection therein and the rate of production shall be governed by standiards of
good geologic and petroleum engineering practices and conservation methods,
This agreement is and shall be subject to the conservation laws of the State
of New Mexico, to the valid rules, regulations and orders of the Commissioner
and the Commission and to all other applicable federal, state and municipal
laws, rules, regulations and orders. The parties hereto, subject to prior
rights, 1f any, grant to Unit Operator the wuse of brine or water or both
from any formation in and under the Unit Area for injection into the Unitized
Formation, After commencement of secondary operations, Unit Operator shall
furnish the Commissioner monthly injection and production reports for each
well in the Unit Area. The Working Interest Owners and the Commissioner
shall be furnished periodic reports on the progress of the plan of operation
and any revisions or changes thereto necessary to meet changed conditions or
to protect the interests of all parties to this agreement; provided, however,

that any major revisions of the plan of operation involving a basic deviation




from the initial plan of operation shall be subject to the consent and ap-
proval of the Working Interest Owners, the Commissioner and the Commissionm,

13. PARTICIPATION, Exhibit B shows the percentages of purticipa-

tion to which each Tract shall be entitled if all Tracts within the Unit
Area are committed as of the effective date of this agreement (the qualifi-
cations necessary for inclusion of a Tract being set forth in Section 14
hereof), 1If less than all Tracts within the Unit Area are committed as of
the effective date of this agreement, Unit Operator, with approval of the
Working Interest Ovmers, as soon as practicable after the effective date of
this agreement, shall file with the Commissioner and the Commission schedules
of committed Tracts as of gsaid effective date, which said schedules shall be
designated "Revised Exhibit B" and considered for all purposes as a part of
this agreement, Such Revised Exhibit B shall set forth opposite each such
committed Tract the revised Tract Participation therefor (which shall be cal-
culated by using the same Tract factors and formulsz which were used to arrive
at the Tract Participation of each Tract as set out in Exhibit B attached
hereto, but applying the same o¢nly to the committed Tracts). Such Reviged
Exhibit B, unleas disapproved by the Commissioner and the Commission within
30 days after filing, shall supersede, effective as of the effective date
hereof, the Tract Participations set forth in Exbibit B attached hereto until
a further revision or revisions thereof is approved by the Commissioner and
the Commission. The Tract Participations shown on Exhibit B attached hereto
or as may be shown on the Revised Exhibit B, as above provided, shall govern
the allocation of Unitized Substances on and after the effective date of this
Unit Agreement as set forth in Section 3 hereof, and until the allocation
schedule is revised pursuant to this agreement and the revised Tract Partici-
pations are approved by the Commissioner and the Commission.

14. TRACTS QUALIFIED FOR PARTICIPATION, From the effective date

hereof, the Tracts which shall be entitled to participatién shall be those

Tracts which are described in Exhibit B and which, at any time, are qualified

as fdllows:

(a) Each Tract as to which Working Interest Owners owning
100Z of the Working Interest therein have become parties hereto

-10=~




and as to which Royalty Owners owning 75% or more of the Royalty
Interest therein have become parties hereto.

(b) Each Tract as to which Working Interest Owners owning
100Z of the Working Interest therein have become parties hereto
and as to which Royalty Owners owning less than 75% of the Royalty
Interest therein have become parties hereto and, further, as to
which:

(i) All Working Interest Owners in any such Tract have

Joined in a request for the qualification of such Tract; and

(i1) 80% of the combined voting interests of Working
Interest OQuners in all Tracts meeting the requirements of
paragraph (a) hereof have voted in favor of quaiifying such
Tract,

For the purpose of this paragraph (b), a Working Interest Owner's
"voting interest" shall be equal to the ratio (expressed in per-
cent) which its aggregate Phase I Unit Participation in all Tracts
qualifying under paragraph (a) bears to the total Phase I Unit
Participation, as shown on Exhibit B, of all Working Interest
Owners in all Tracts qualifying under paragraph (a),

(¢) Each Tract as to which Working Interest Owners owning
less than 1007 of the Working Interest therein have become parties
hereto, regardless of the percentage of Royalty Interest therein
which i8 committed hereto and, further, as to which:

(1) The Working Interest Owner operating any such
Tract and all of the other Working Interest Owners in such
Tract who have become parties hereto have joined in a re~
quest for qualification of such Tract and have executed and
delivered an indemnity agreement indemmifying and agreeing
to hold harmless the other Working Interest Owners, their
successors and assigns, against all claims and demands which
may be made by the owners of Working Interests in such Tract
vhc are not parties hereto and which arise out of the quali-
fication of such Tract; and

(ii) B80% of the combined voting interest of Working
Interest Owners in all Tracts meeting the requirements of
paragraphs (a) and (b) have voted in favor of the qualifi-
cation of such Tract and acceptance of the indemnity agree-
ment,

For the purpose of this paragraph (¢}, a Working Interest Owner's
"voting interest" shall be equal to the ratio (expressed in per-
cent) which its aggregate Phase I Unit Participation in all Tracts
qualifying under paragraphs (a) and (b) bears to the total Phase

I Unit Participation, as shown on Exhibit B, of all Working Inter-
est Owners in all Tracts qualifying under paragraphs (a) and (b),
Upon the qualification of such a Tract, the Unit Participation
which would have been attributed to the nonsubscribing owners of
the Working Interest in such Tract, had they become parties to
this agreement and the Unit Operating Agreement, shall be attribu~
ted to the Working Interest Owners in such Tract who have become
parties to such agreements, in proportion to their respective
Working Interests in the Tract,

15, ALLOCATION OF UNITIZED SUBSTANCES. All Unitized Substances

produced and saved (less, save and except any part of such Unitized Substances

used in conformity with good operating practices on unitized land for drilling,
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operating, camp and other production or development purposes and for pressure
maintenance) shall be apportioned among and allocated to the committed Tracts
in accordance with the respective Tract Participations effective hereunder
during the respective periods such Unitized Substances were produced, as set
forth in the schedule of participation in Exhibit B, The amount of Unitized
Substances so allocated to each committed Tract, and only that amount (re~
gardless of whether it be more or lesg than the amount of the actual produc-
tion of Unitized Substances from the well or wells, if any, on such Tract),
shall, for all intents, uses and purposes, be deemed to have been produced
from such Tract,

The Unitized Substances allocated to each such Tract shall be
distributed among, or accounted for to, the parties executing, consenting to
or ratifying this agreement entitled to share in the production from such
Tracts in the same manner, in tlie same proportions, and upon the same condi-
tions as they would have participated and shared in the production from such
Tract, or in the proceeds thereof, had this agreement not been entered into,
and with the same legal force and effect. It is hereby agreed that produc-
tion of Unitized Substances from any such committed Tract shall be allocated
as provided herein regardless of whether oil or gas is being produced from any
particular Tract committed hereto. If the Working Interests or the Royalty
Interests in any Tract are divided with respect to gseparate parcels or por-
tions of such Tract and owned severally by different persons, the Tract Parti-
cipation of such Tract shall, in the absence of a recordable instrument among
all owners fixing the division of ownership, be divided among all owners
fixing the division of ownership and be divided among such parcels or portions
in proportion to the number of surface acres in each,

16, BALANCING OF PRODUCTION., Unit Operator shall make a proper

and timely gauge of all lease and other tanks located on each committed

Tract in order to ascertain the amount of merchantable oil in such tanks,
above the pipe line connections, as of 7:00 a.m. nn the effective date hereof,
All Unitized Substances which are a part of the prior allowable of the well

or wells from which the same were produced shall be and remain the property
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of the Working Interest Owners entitled thereto as if the Unit had not been
formed and such Working Interest Ownerxs shall promptly remove same. Any

such Unitized Substances not so removed may be sold by the Unit Operator
for the account of such Working Interest Owners, subject to the payment of
all royalty to Royalty Owners under the terms and provisions of the applicable
lease or leases and other contracts., All such Unitized Substances which are
in excess of the prior allowable of the well or wellg from which the same
were produced shall be regarded and treated the same as Unitized Substances
produced after the effective date hereof, If, as of the effective date here-
of, any Tract is over-produced with respect to the allowable of the well or
wells on that Tract and the amount of such over-production has been sold or
otherwise disposed of, such over-production shall be regarded and included

as a part of the Unitized Substances produced after the effective date here-
of and the amount thereof charged to such Tract as having been delivered to
the persons entitled to Unitized Substances allocated to such Tract,

17, ROYALTY SETTLEMENT. The State of New Mexico and all Royalty

Oumers who, under existing contracts, are entitled to take in kind a share
of the Unitized Substances prcduced from any committed Tract, shall hereafter
be entitled to take in kind their share of the Unitized Substances allocated
to such Tract, and Unit Operator shall make deliveries of such Royalty share
taken in kind in conformity with the applicable contracts, laws and regula-
tions, Settlement for Royalty Interests not taken in kind shall be made by
Working Interest Owners responsible therefor under existing contracts, laws
and regulations, on or before the last day of each month for Unitized Sub-
stances produced during the preceding calendar month; provided, however, that
nothing herein contained shall operate to relieve the lessees of any land
from their respective lease obligations for the payment of any royalties due
under their leases except that sald royalties shall be computed in accordance
with the terms of this agreement,

If gas obtained from lands not subject to this agreement is
introduced into the Unitized Formation for use in pressure maintenance,

stimulation of production, or increasing ultimate recovery, which shall be
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in conformity with a plan first approved by the Commissioner and the Com-
mission, a like amount of gas, less appropriate deductions for loss from
any cause, may be withdrawn from the formation into which the gas was in=~
troduced, royalty free as to dry gas, but not as to the products extracted
therefrom; provided that such withdrawal shall be pursuant to such condi-
tions and formulae as may be prescribed or approved by the Commissioner;
provided further, that such right cof withdrawal shkall terminate on the termi-
nation of this agreement, If liquefied petroleum gases cbtained from lands
or formations not subject to this agreement be injected into the 'mitized
Formation for the purpose of increasing ultimate recovery, which shall be
in conformance with a plan first approved by the Commissioner, part or all
of such liquefied petroleum gases may be withdrawn royalty free pursuant to
such conditions and formulae as may be prescribed or approved by the Com-
missioner,

Royalty due on account of State lands shall be computed and
paid on the basis of all Unitized Substances allocated to such lands.

18, RENTAL SETTLEMENT, Rentals on State of New Mexico lands sub-

ject to this agreement shall be paid at the rate specified in the respective
leases, or may be reduced or suspended under order of the Commissioner pur-
suant to applicable laws and regulations,

19, CONSERVATION, Operations hereunder and production of Unitized
Substances shall be conducted 80 as to provide for the most economical and
efficient recovery of such substances to prevent waste as defined by State
laws or regulatioms,

20. DRAINAGE. Unit Operator shall take appropriate and adequate
measures to prevent drainage of Unitized Substances from the committed
Tracts by wells on land not subject to this agreement or, with consent of
the Commissioner and pursuant to applicable regulations, pay a fair and
reasonable compensatory royalty as determined by the Commissioner,

21, LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, con-

ditions and provisions of all leases, subleases, and other contracts relat-

ing to exploration, drilling, development, or operation for oil, gas, gaseous
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substances, sulphur contained in gas, condensate, distillate and all associ=
ated and constituent liquid or liquefisble hydrocarbons in and under lands
committed to this agreement are hereby expressly modified and amended to

the extent necessary to make the same conform to the provisions hereof,

but otherwise to remain in full force and effect; and the parties hereto
hereby consent that the Commissioner as to State leases shall by his approval
hereof, or by the approval hereof by his duly authorized representative,

does hereby establish, alter, change or revoke the drilling, producing,
rental, minimum royalty and royalty requirements of State leases committed
hereto and the regulations in respect thereto to conform said requirements to
the provisions of this agreement, and without limiting the generality of
the foregoing, all leases, subleases, and contracts are particularly modi-

fied in accordance with the following:

(a) The development and operation of lands subject to this
agreement under the terms hereof shall be deemed full performance
of all obligations for development and operation with respect to
each and every part or separately owned Tract committed to this
agreement, regardless of whether there is any development of any
particular part of or Tract of unitized land, notwithstanding any-
thing to the contrary in any lease, operating agreement, or other
contract by and between the parties hereto, or their respective
predecessors in interest, or any of them,

(b) Drilling and producing operations performed hereunder
upon any Tract of unitized land will be accepted and deemed to
be perfoimed upon and for the benefit of each and every Tract
of unitized land, and no lease shall be deemed to expire by
reason of failure to drill or produce wells situated on the

land therein embraced,

(¢} Suspension of drilling or producing operations on all
unitized lands pursuant to direction or comsent of the Commiss-
ioner ghall be decmed to constitute such suspensicn pursuant
to such direction or consent as to each and every Tract of uni-
tized land.

(d) Each lease, sublease, or contract relating to the
exploration, drilling, development or operation for oil, gas,
gaseous substances, sulphur contained in gas, condensate, distil-
late and all associated and constituent liquid or liquefiable
hydrocarbons in and under lands, other than those of the United
States, in lands committed to this agreement, which by its terms
might expire prior c¢o the termination of this agreement, is here-
by extended beyond any such term so provided therein so that it
shall be continued in full force and effect for and during the
term of this agreement, as to the land committed so long as
such lease remains subject hereto.

(e) Any lease embracing lands of the State of New Mexico
having only a portion of its lands committed hereto shall be
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segregated as to the portion committed and as to the portion

not committed and the terms of such lease shall apply separately

as to such segregated portions commencing as of the effective

date hereof. Nothwithstanding any of the provisions of this
agreement to the contrary, any iease embracing lands of the State
of New Mexico having only a portion of its lands committed here-

to shall continue in full force and effect beyond the term pro-
vided therein as to alllands embraced in such lease, if Unitized
Substances are discovered and are capsble of being produced in
paying quantities from some part of the lands embraced in such
lease committed to this agreement at the expiration of the secon-
dary 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, any such lease shall remain in rull force and effect so
long as such operations are being diligently prosecuted, and if
they result in the production of Unitized Substances, said lease
shall continue in full force and effect as to all of the lands
embraced therein, so long thereafter as Unitized Subsgtances are
produced in payirng quantities from any portion of said lands,

22, COVENANTS RUN WITH LAND. The covenants herein shall be con-

strued to be covenants running with the land with respect to the interests
cf the parxties 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 conditioned upon the assumption
of all privileges and obligations hereunder by the grantee, transferee, or
other successor in interest. No assignment or transfer of any Working
Interest subject hereto shall be binding upon Unit Operator until the ‘irst
day of the calendar month after Unit Operator is furnished with the original,
photostatic, or certified copy of the instrument of transfer; and no assign-
ment or transfer of any Royalty Interest shall be binding upon the Working
Interest Owner responsible therefor until the first day of the calendar
month after said Working Interest Owner is furnished with the original,
photostatic, or certified copy of the instrument of transfer,

23, EFFECTIVE DATE AND TERM., This agreement shall become binding

upon each party whe executes or zu:tifies it as of the date of execution or
ratification by such party and shall become effective as of 7:00 o'clock

a.m. of the first day of the calendar month next following the approval by

the Commissioner,

There must be an execution or ratification of this agreement

and the Unit Operating Agreement by Working Interest Owners owning a combined
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Phase TI Unit Participation of at least 85 percent, and the execution or
ratification o. the ag_eement by Royalty Owners owning a combined interest
of at least 65 percent of the Royalty Interest in said Unit Area.

There must be filed at least one counterpart of this agree-
ment for record in the office of the County Clerk of Lea County, New Mexico,
by the Unit Operator,

Unit Operator shall, within thirty (30) days after the effec-
tive date of this agreement, file for record in the office where a counter-
part of this agreement 1is recorded, a certificate to the effect that this
agreement became effective accordiny to its terms and stating further the
effective date.

The term of this agreement shall be for and during the time
that Unitized Substances are produced in paying quantities from the Unit
Area and so long thereafter as drilling, reworking or other operations
(including secondary recovery operaticns) are prosecuted thereon without
cegsgsation of wore than uninety (90) consecutive days, unless sooner termi-
nated by Working Interest Owners in the manner hereinafter provided.

This agreement may be terminated with the approval of the
Land Commissioner and the Working Interest Owners owning 88 percent Unit
Participation whenever such Working Interest Owners determine that Unit
operations are no longer profitable, feasible or in the interest of conser-
vation. Notice of any such termination shall be given by Unit Operator to
all parties hereto,

Upon termination of this agreement, the further development
and operation of the Unit Area as a Unit shall be abandoned, Unit operations
shall cease, and thereafter the parties hereto shall be governed by the
terms and provisions of the leases and contracts affecting the separate
tracts just as if this agreement had never been entered into,

If not otherwise covered by the leases unitized under this
agreement, Royalty Owners hereby grant Working Interest Owners a period

of six months after termination of this agreement in which to salvage,
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sell, distribute or otherwise dispose of the personal property and facilities
used in connection with Unit operations.

24, APPEARANCES. Unit Operator shall, after notice to other par-
ties affected, have the right to appear for or om behalf of any and all
interests affected hereby before the Commission and to zppeal from orders
issued under the regulations of said Commission or to apply for relief from
any of sald regulations or in any proceedings relative to operations before
the Commission, or other legally constituted authority; provided, however,
that any other interested party shall alsc have the right at his or its own
expense to be heard in any such proceeding.

25. NOTICES. All notices, demands, objections or statements re-
quired hereunder to be given or rendered to the parties hereto shall be
deemed fully given if made in writing and personally delivered to the 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 ir writing to party sending

the notice, demand or statement,

26, NO WAIVER OF CERTAIN RIGHTS., Nothing in this agreement con-

tained shall be construed as a waiver by any party hereto of the right to
assert any legal or constitutional right or defemse as to the validity or
invalidity of any lew of the State of New Mexico, or regulations issued
thereunder in any way affecting such party, or as & waiver by any such party
of any right beyond his or its authority to waive,

27. UNAVOIDABLE DELAY, All obligations under this agreement re-~
quiring the Unit Operator tc commence or continue drilling or to operate
on or to produce Unitized Substances from any of the lands subject to this
agreement shall be suspended while, but only so long as, the Unit Operator,
despite the exercise of due care and diligence, is prevented from comply-
ing with such obligations, in whole or in part, by strikes, act of God,
Federal, State, or municipal law or agencies, unavoidable accidents, un-
controllable delays in tranaportation, inability to obtain necessary materials

in open market, or other matters beyond the reasonable control of the Unit
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Operator whether similar to matters herein enumerated or not,

28, LOSS OF TITLE. 1f any Tract of unitized land ceases to have
sufficient Working Interest or Royalty Interest committed to this agree-~
ment to meet the conditions of Section 14 because of failure of title of
dny party hereto, such Tract shall be regarded as not committed hereto as
of 7:00 a.m. on the first day of the .alendar month in which such failure
of title is finally determined; provided, however, that no such Tract
shall be so regarded if same can be requalified under said Section 14
within ninety (90) days after the date on which such title failure was
finally determined., If any such Tract cannot be so requalified, Unit Oper-
ator shall recompute the Tract Participation of each Tract of unitized land
remaining subject to this agreement so that such Tract Participations shall
remain in the same ratio one to another, Thereafter, Unit Operator shall
revise Exhibit B conformably with such recomputation, Each such revised
exhibit shall be effective at 7:00 a.m. on the first day of the calendar
month in which such failure of title is finally determined,

If title to a Working Interest fails, the rights and obliga~
tions of Working Interest Owners by reason of such failure shall be covered
by the Unit Operating Agreement, If title to a Royalty Interest fails, but
the Tract to which it relates remains committed to this agreement, the Royalty
Owner whose title failed shall not be entitled to participate hereunder in-
sofar as its participation is based on such lost Royalty Interest,

In the event of a dispute as to the title to any Working or
Royalty Interest, or other interest subject hereto, paymeant or delivery on
account thereof may be withheld without liability or interest until the
dispute is finally settled; provided, that as to State land or leases, no
payments of funds due the State of New Mexico shall be withheld, such funds
of the State shall be deposited as directed by the Commissioner, all to be
held as unearned money pending final settlement of the title dispute and
then applied as earned or returned in accordance with such final settlement,

Unit Operator, as such, is relieved frem any responsibility

for any defect or failure of title hereunder,
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29, NONJOINDER AND SUBSEQUENT JOINDER., Any oil or gas interest

within the Unit Area not committed hereto prior to the effective date of
this agreement may thereafter be committed, upon compliance with the ap-
plicable provisions of this Section 29 and of Section 14 (TRACTS QUALIFIED
FOR PARTICIPATION) by the owher or owners thereof subscribing or consenting
to this agreement and, i1f such uncommitted interest is a Working Interest,
by the owmer of such interest also subscribing to the Unit Operating
Agreement,

Such right of joinder subsequent to the effective date hereof
shall be subject to such requirements or approvals and shall be upon such
terms and conditions as may be agreed to by at least 65 percent of the
then Voting Interests of the Working Interest Owners, and approval by the
Commisaioﬁer, with appropriate revisions of Exhibit B, effective as of
7:00 a.m, on the first day of the calendar month next following such agree-
ment by the Working Interest Owners.

After final approval of this agreement, joinder by a non-
working interest owner must be consented to in writing by the Working In-
terest Owners committed hereto and responsible for the payment of any
benefits which may accrue hereunder in behalf of such non-working interest.

30. COUNTERPARTS. This agreement may be executed in any number
of counterparts, no one of which needs to be executed by all parties, or
it may be ratified or consented to by separate instrument in writing specifi-
cally referring hereto and shall be binding upon all those parties who have
executed such a caunterpart, ratification, or consent hereto with the same
force and effect as 1f all such parties had signed the same document and
regardless of whether or not it is executed by all other parties owning or
claiming an interest in the lands within the above described Unit Area.

31. TAXES. The Working Interest (Owmers shall render and pay for
their account and the account of the Royalty Owners all valid taxes on or
measured by the Unitized Substances in and under or that may be produced,
gathered and sold from the land subject to this agreement after the effective

date of this agreement, or upon the proceeds or net proceeds derived therefrom,

=20




The Working Interest Owners in each Tract may charge the proper proportiom
of said taxes to the Royalty Owners having interests in said Tract, and may
currently retain and deduct sufficient of the Unitized Substances or deriva-
tive products, or net proceeds thereof, from the allocated share of each
Royalty Owner to secure reimbursement for the taxes so paid. No such taxes
shall be charged to the State of New Mexico or to any lessor who has a con- :
tract with his lessee which requires the lessee to pay such taxes, L
In order to avoid title failures which might incidentally .
cause the title to a Working Interest or Royalty Interest to fail, the
owner of (1) the surface rights to each committed Tract, (2) severed
mineral or royalty interest in sald Tracts and improvements located on
sald Tracts not utilized for Unit Operations shall individuslly be respon-
sible for the rendition and assessment, for ad valorem tax purposes, of all
such property, and for the payment of such taxes, except as otherwise pro-
vided in any contract or agreement between such owners and a Working In-
terest Owner or Owners, If any ad valorem taxes are not paid by such owner
responsible therefor when due, Unit Operator may, at any time prior to tax
sale, pay the same, redeem such property and discharge such tax liens as
may arise through nonpayment. In the event Unit Operator makes any such
payment or redeems any such property from tax sale, Unit Operator shall be
reimbursed therefor by the Working Interest Owners in proportion to thelr
respective Unit Participations then in effect, and Unit Operator shall
withhold from any proceeds derived from the sale of Unitized Substances
otherwise due to said delinquent taxpayer or taxpayers an amount sufficient
to defray the costs of such payment or redemption, such withholding to be
distributed among the Working Interest Owners in proportion to their respec~
tive contributions toward such payment or redemption. Such withholding shall
be without prejudice to any other remedy, either at law or in equity, which
may be available for exercise by the Unit Operator or by the Working

Interest Owners,

32, CONFLICT OF SUPERVISION, Neither the Unit Operator nor the

Working Interest Owners or any of them shall be subject to any forfeiture,
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termination, or expiration of any rights hereunder or under any leases or

contracts subject hereto, or to any penalty or.liability on account of delay
or failure in whole or in part to comply with any applicable provisions
thereof to the extent that the said Unit Operator, Working Interest Owners,
or any of them are hindered, delayed or prevented from complying therewith
by reason of the failure of the Unit Operator to obtain, in the exercise

of due diligence, the concurrence of proper representatives of the State of
New Mexico in and about any matters or things concerning which it 1is re-
quired herein that such concurrence be cbtained, The parties hereto, in-
cluding the Commission, agree that all powers and authority vested in the
Commission in and by any provisions of this contract are vested in the Com=
mission and shall be exercised by it pursuant to the provisions of the laws
of the State of New Mexico and subject, in any case, to appeal or judicial
review as may now or hereafter be provided by the laws of the State of New

Mexico,

33. NO PARTNERSHIP, It is expressly agreed that the relation of

the parties hereto is that of independent contractors and nothing in this
agreement contained, express or implied, or any operations conducted here-
under, shall create or be deemed to have created a partnership or association
between the parties hereto or any of them.

34, BORDER AGREEMENTS. Subject to the approval of the Commiss=-

ioner, the Unit Operator, with concurrence of 88 percent of the then Voting
Interests of the Working Interest Owners, may enter into a border~protection
agreement or agreements with the working interest owners of lands adjacent
to the committed Tracts with respect to the operations in the border area
for the maximum ultimate recovery, conservation purposes and proper protec-

tion of the parties and interest,

IN WITNESS WHEREOF, the parties hereto have caused this agreement

to be executed as of the date first above written and have set opposite
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their respective names the date of execution and the address of each of

the respective executing parties,

UNIT OPERATOR AND WORKING TNTEREST OWNER

AMERADA PETROLEUM CORPORATION -
ATTEST: :

By

Vice President R

Assigtant Secretary
P, 0. Box 2040 .

Date of Signature: Tulsa, Oklahoma 74102

AT s o i

TEXACO INC,
ATTEST:

Z

By

Date of Signature:
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(New Mexico — Corporate)

STATE OF OKLAHOMA
COUNTY Of___ TULSA } >

Onthis __ __ day of , 19_66  before me
appeared_ , ©o me personally known,
who, being by me duly sworn, did say that he is the Vice President of

AMERADA PETROLEUM CORPORATION, a Delaware corporation

and that the seal affixed to said instrument is the corporate seal of said corporztion, and that
said instrument was signed and sealed in behalf of said corporation by authority of its Board

of Directors, and said
acknowledged said instrument to be the free act and deed of said corporation.

WITNESS my hand and official seal the day and year first above written.

Notary Public
My commission expires:

(New Mexico — Corporate )

STATE OF
SS:
COUNTY OF
On this day of , 19_66_ before me
appeared , to me personally known,
who, being by me duly sworn, did say that he is the President of
TEXACO INC,

and that the seal affixed to said instrument is the corporate seal of said corporation, and that
said insrrument was signed and sealed in behalf of said corporation by authority of its Board

of Directors, and said
acknowledged said instrument to be the free act and deed of said corporation.

WITNESS my hand and official seal the day and year first above written.

Notary Public
My commission expires:
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GOVERNOR
JACK M, CAMPBELL
CHAIRMAN

State of Netn Mexico

®il Conservation Cammission

LAND COMMISSIONER
GUYTON B, HAYS

MEMBER
P, O. BOX 2088
SANTA FE
November 9, 1966

Mr, Jason Kellahin : Re:
'Kellahin & Pox .
Attorneys at Law
Post Office Box 1769
. Santa PFe, Noew Mexico

Dear Sir:

STATE GEOLOGIST
A, L. PORTER, JR.
SECRETARY « DIRECTOR

case No. 3487

Order No. R-3143

Applicant:

Amerada Petroleum Coxp.

-Bnclosed herewith are two copies of the above-referenced Com-
mission order recently entered in the subject case.

Very truly yours,

0L A2,

A. L, PORTER, Jr.
Secretary-Director

iz/
Carbon copy of order also sent to:
~Hobbs OCC___ x

Artesia OCC

Axtec OCC
OTHER Mrs. Rhea




BEFORE THE OIL CONSERVATION COMMIBSION
OF THE ETATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

" CALLED BY THE OIL CONSERVATION

COMMISSION CF SEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 3487
Order No. R-3143

APPLICATION OF AMERADA PETROLEUM
CORPORATION FOR APPROVAL OF THE

- STATE "SR"™ UNIT AGREEMENT, LEA

COUNTY, NEW MEXICO.

ORDER OF THE COMMISEION
BY THE COMMISEICON1

This cause came on for hearing at 9 a.m. on November 2, 1966,

‘at Santa Fe, New Mexico, before Examiner Elvig A. Uts,

NOW, on this__9th  day of Novewber, 1966, the Commission, a

‘quorum being present, having considered the testimony, the record,

"and the recommendations of the Ixaminer, and being fully adviaed

in the premises,

EINDS 3

(1) That due public notice having been given as required by
law, the Commigsion has jurisdiction of this cause and the subject:

matter thereof.

(2) That the applicant, Amerada Petroleun Corporation,

-seeks approval of the State "SN" Unit Agreement covering 691.96
"acres, more Or less, of State land described as follows:

LEA COUNTY, NEW MEXICO

TOWNSHIP 15 SOUTH, RANGE 33 EAST, NMPM

Section 31 N/2 and N/2 &/2
Section 4: NE/4

(3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative

rights within the unit area.




-2~
CASR Ro. 3487
Oxrder No. R-3143

IT 15 THEREFORE ORDERED3:

(1) That the State "SN” Unit Agreement is hereby approved.

{(2) That the plan contained in said unit agreement for the
development and operation of the unit area is herebv approved in
principle as a propar conservatiop measure: providsd, however,
that notwithstanding any of the provisicns contained in said unit
agroement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commissicn to supervise
and control operations for the exploration and development of any
lands committed to the unit and production of oil or gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement .
within 3C days after the effective date thereof; that in the event
of subseguant joinder by any party or expansion or contraction of
the unit area, the unit operator shall file with the Commission
within 30 days thereafter counterparts of the unit agreement
‘reflecting the subscription of those interests having joined or
ratified.

{4) That this order shall become effactive upon the approval
of said unit ajgreement by the Commissioner of Public Lands for the
State of New Mexico; that this order shall terminate ipso facto '
upcn the termination of said unit agreement; and that the last unit
operator shall notify the Commission immediately in writing of such
termination. ‘

(5) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

CONE at Santa Fe, New Mexico, on the day and year hereinabove '
designated.

STATE OF NEW MEXICO
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
November 2, 1966

EXAMINER HEARING

—..-..-_-—.-—-_———_——..——-——

IN THE MATTER OF: Application of Amerada )
Petroleum Corporation for a unit agreement,)

Lea County, New Mexico )
and )
)
Application of Amerada Petroleum Corporatioh Cases Noc 3487
for a waterflood expansion, Lea County, ) and

New Mexico.

)
)
)
)
)
)
)
)

BEFORE: ELVIS A. UTZ, Examiner

TRANSCRIPT OF HEARING




race 2

B MR. UTZ: Case 3487.

MR. HATCH: Case 2487. Application for Amerada
Petroleum Corporation for a unit agreement, Lea Ccunty, New
Mexico.

MR. KELLAHIN: If the Examiner please, Jason Kellahin,
Kellahin and Fox, Santa Fe, apprearing on behalf of the Applicant
in associaticn with Mr, Thomas W. Lynch, a member of the
Oklahoma Bar, who will present the case.

MR. HATCH: Are there other appearances in this case?

® PHONE 243-4491 & ALBUQUERQUE, NEW MEXICO

SFECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DALY COPY, CONYENTIONS
1203 FIRST NATIONAL BANK EAST ® PHONE 256-1294 © ALBUQUERQUE, MEW MEXICO

- 8 MR. LYNCH: Mr. Examiner, we have two cases, Cases
— S

-gg g Number 3487 and 3488. We would like to consolidate these

g; é two cases since they cover essentially the same subject

Eé g matter, Case Number 3488 is an application to expand a lease
= é waterflood already approved by the Commission. Case 3487

is an applicr.cion to approve a unit agreement, which will
cover the expaded lease waterfiood. Last June, when the lease
waterflood, which we call the State SB Waterflood, waa approved
by this Commission, we were in the process of negotiating
with Texaco for the expansion of the waterflood and unitization
of one of their leases with two of cvurs. Both are State
leases; that unitization has now been accomplished.

We will have one witness, Mr. D. G. Griffin.

MR. UTZ: Case 3487 is just a unit agreement and it

actually will contain the original waterflood and its




expansion?
MR. LYNCH: Yes, sir.
MR. UTZ: Cases 3487 and 3488 will be consolidated
for the purposes of testimony and separate orders will be

written on each case.

RINGS, STATE MENTS, EXPERT TESTLMONY, DAILY CcOPY, CONVENTIONS
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= %3 \ MR. LYNCH: Mr. Griffin, will you stand and be sworn?
= -
i f% \ (Witness sworn)

<

iﬁ %; pAVID G. G R IFFIN, called as a wicness herein, |
pot §; having been first duly swcrn, was examined and testified as ‘
SR -
s B follows:
— 5 x5
a = 9%
= 2 ;§ DIRECT EXAMINATION
e 3 3
4. i i |BY MR. LYNCH :
> . &:
— z @ s ] 1]
= = g; Q Mr. Crifrin, will you state your name and.yorr
< < @z
a> & 88 .
— & £% |occupation and by whom you are employed, for the record?

a My name 1is navid G. Griffin and I am employed by
Amerada Petroleum Corporation as a petroleun engineer in our
Tulsa office.

Q Have you testified previously pefore this Commission
or one of its Examiners?

A Yes, sir.

Q Are you familiarx with the area which is the subject
of Amerada's two applications in this consolidated Hearing?

A Yes, 1 am.

MR. LYNCH: Are the witness' qualifications
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acceptable?
MR. UTZ: yes, sir-
Q (By Mr. Lynch) Mr.

EW MEXICO
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Waterflood,
The discovery well
to the north of the unit,
Q (By Mr. Lynch)
priefly the character of the
of the graffic mechanism?

A

criffin,

Exhibit Number 1 is a structural

the anacline does

All right.

This permo-Penn is a medium
1imestone with regular porosity which averages

gross gection

would you gurn first

to what has been marked as Exhibit 1 and priefly tell us what

(Whereupon: Exhibit 1 marked

for identification.)

contour map on the

top of 2 correlatable interval within the Permo-?ennsylvanian

1t illustrates a gentle anaclinal nature of the

exhibit is an outline of the
proposed gtate SN unit, the three injection wells colored in
red that are now ~° or were approved in the gtate SB Lease
and the fourth injection well colored in blue.
is also jndicated in red just
and it is Gulf-Saunders Number 1

which was completed in January of 1950.

sir, can you tell us

reservoir rock and the nature

crystaline

limestoneé.,

of

P

about 20
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ﬁ;Qerage depth of the Permo-Penn is 9865 and it has an average

permeability of 40 millidarcies.

Q There are no field rules, are there, for this field?

A No, the field has been developad on State-wide 40-
acre spacing.

Q What type of reservoir drive do you think exists?

A It is producing under the influence of solution gas,
fluid expansion.

Q You pointed out on Exhibit 1 the discovery well;
when was the pool discovered?

A In January, 1950.

Q How many wells are there presently producing from
the Permo-Fenn Pool?

A There are now 106 wells producing in the pocl that
produce either by gas lift or by pump, and average
approximately 15 barrels of »il per day per weil, and 19
barrels of water per day per well, currently.

{Whereupon, Exhibits 2 and 3
marked for identification.)

Q {(By Mr. Lynch) Would you now turn, Mr. Griffin, to
what has now been marked as Exhibits 2 and 3, a graph and a
table? Would you briefly tell us what those exhibits show?

A Exhibit 2 is a performance graph of the Saunders-

Permo-Penn Pool. It shows the monthly oil rate and the total

fluid production by month in addition to the number of active
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e e ey

is the Texaég—AQ Number 2, which is the well which will

complete our five-spot flood pattern in the unitized area.
The original lease waterflood excluded the Texaco

AQ lease in the center of the unit and also Amerada's SC

W MEXICO

lease in the extreme northeast corner.
The working interest in this unit is composed of

Amerada and Texaco only. The royalty owner is the State of

<7y

ALBUQUERQUE, NEW MERICO

New Mexico with a single beneficiary, the common schools.

PR
I
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gi g Q All right, sir, and have you prepared a data sheet
- Q

= f describing the proposed standard projection program?

b 5
= : A Yes, I have. This is Exhibit 5. This exhibit

32

g;, % outlines the general data for the Permo-Penn Pool, pressure
-gg % data, fluid and reservoir rock properties, and supply water
-2; é data. Injection well data has been updated from the previous

Hearing and now will include four injection wells. Our
expected rate of injected volume is 2,000 barrels per day
per well and our maximum expected injection pressure is 1500
psi at the wellhead.

{Whereupon, Exhibit 5 marked
for identification.)

Q (By Mr. Lynch) All right, sir; and initially the
injected water will be from the Ogallala :for which permits

have been granted from the State Engineer's office?

A That's correct.

Q Do you expect in the future to use the Ogallala

e ———
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only for make-up water and to produce water as well?

A That is our plan, yes. We w!1ll supplement produced
water from the Permo-Penn with fresh water from the Ogallala.

¢ And this, as you testified in the June Hearing, will
be a closed system?

A Yes, sir, it will be completely closed and we will
install a pressure gauge on the anulus of the injection well

in order to protect any leakage that might occur.

(Whereupon, Exhibit 6 marked
for identification.)

Q (By Mr. Lynch) All right, sir. Would you turn now
to what has been marked as Exhibit 6 and tell us what that is?
A Exhibit 6 is a portion of a gamma-ray neutron log

on Texaco's State AQ Number 2 Well, which is our proposed

. K : i
injection well, and thows the perforated interval in the

Q A similar log has heen previously submitted in
connection with the lease waterflood for the three other
injection wells, is that correct?

A That's correct, yes.

Q Would you examine Exhibit 7 and tell us what that

shows?

(Whereupon, Exhibit 7 marked
for identification.)

A Exhibit 7 is a schematic diagram of the Texaco
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State AQ Number 2 Well) and sﬁgws the various setting depths
of the casing strings in the well, cement tops, the
approximate packer setting and tubing setting depths, the
perforated interval and the TD of the well, This well is not

now equipped with a packer and that is the reason for the

Lo B

= approximation of the setting depths.

o Q (By Mr. Lynch) Mr. Griffin, back in the June Hearing--
-

Let me digress a minute. In the June Hearing, similar

o

e
PR
Lo
| e 3
Lo S
| —
QO
Qo
=

]
S
o
=
| —
«<3
a2

. —

schematics were prepared and submitted in evidence for the
other three injection wells already approved, is that correct?
A Yes, sir.
Q And at that time, I believe when questioned, you

stated that Amerada intended to use lined tubing?
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A Yes, sir, that's correct.
Q Has Amerada made any study since that time to
indicate that lined tubing is not necessary?

A fes, we have. Since the previous learing we conducted

some compatibility tests on the Ogallala and the produced
water, and these indicate that the two waters are not

compatible and will therefore necessitate treatment at the
surface, commingling treatment, and since we will have to
treat the water we propose to inhibit, for not only scale

but also corrosion, and we feel that this would eliminate

the need for internmally iined tubing.
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[ Q What other precautions does Amerada plan to take
Zz
9
§ insofar as possible corrosion is concerned?
F4
Q
; A We will monitor corrosion tendencies by both water
Q
v
Q
.. %2 %, | analyses and corrosion coupons.
i & =¥
¥ o3& . .
] § N Q Mr. Griffin, will the proposed expanded injection
@ § gz
Fi 5 33 program, in your opinion, substantially increase the ultimate
- £ 23
=1 w g9 .
v g f§ recovery of oil and gas from the Saunders-Permo-Penn Pool?
E )
£ 3z A Yes, it will.
TG w3
= g 2w Q Will the proposed completion of not only the Texaco
FEE
o ; ) injection well, but thz other three injection wells prevent
= 2 3% ,
‘as 3 % | the migrations of fluid in the zones other than the injection
= & 3
- gg zone and will it protect the source of the fresh water and
et =
= £ i .
— Y 3z sources of oil and gas?
Lo L Fa
a2 o o2
= & == A Yes, they will.

0 Mr. Griffin, from the standpoint of efficiency of
operations, is unitization of leaseholds here necessary for
the purposes of this water product?

A Yes, sir, it definitely is,

Q Mr. Griffin, did you prepare Exhibits 1 through 7
or were they prepared under your supervision or dlrection?

A Yes, they were.

MR. LYNCH: We would like to offer in evidence

Exhibits 1 through 7.

MR. UTZ2: Without objections, Exhibits 1 through 7




dearnley-meier oot oo

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DALY COPY, CONVENTIONS

[o]
=4
x
W
E 3
3
1
z
wi
=
[¢}
&
wl
2
a
>
=
z
<
.
a
o
h
[x]
b
~
w
Z
o]
x
a
.
o
o
S
x
[¢]
€«
9
o
.
g
]
w1
B
3
&
o
&

1203 FIRSY NATIONAL BANK EAST ® PHONE 256.1294 & ALBUQUERQUE, NEW MEXICO

will be entered into the record of this case.

(Whereupon, Exhibits 1 through
7 offered and admitted in
evidence.)
MR. LYNCH: We would like to offer in evidence Exhibit
8 which is the unit agreement for the State SN Unit area.
The unit agreement is the standard form prescribed by the
Land Office. As already testified by Mr. Griffin, it covers
three separate leases, two Amerada's and one Texaco lease.
Amerada is made the unit operator and tract participation is

divided into two phases, which can be explained by Mr.

Griffin if you wish it explained. Otherwise, it is a standard

agreement.
{Whereupon, Exhibit 8 marked
for identification, offered
into evidence.)
Q (By Mr. Lynch) Mr. Griffin, what recommendations do

you have in this Hearing?

A We recommend approval of the unit agreement and also
the expansion of the existing lease waterflood to include the
additional area of the Texaco AQ lease, and the Amerada SC
lease and the addition of a fourth injection well.

Q Have you calculated the effect that this approval
would have on the total allowable from the unit area?

A Yes, I have, according to Rule 701 there are thirteen

wells which qualify as either injection wells, direct, or hv
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diagonal off-sets and using a proportional depth factor of
3.77 and a 50 barrel basic allowable, this calculates 2451
barrels per day. Adding to that, the allowable of the
Amerada SB Number 11, which is the furthermost west well, which
is the only well that does not qualify, the total unit
allowable is estimated to be 2459 barrels per day.

MR. LYNCH: Mr., Examiner, we would like to call

attention to a letter which shouléd@ be in your file from the

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS. EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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S

g

4

z

g

2
%3 ; State Engineer’'s Office by Frank Irby to Mr. 2. L. Porter,
& 9
= . |which states that the State Fngineer has no objection to the
— 5
@ & . s .
“as « |granting of the application providing the well is completed
= 3
= g in the manner shown in the diagramatic sketch waich accompanied
ad> =
— <
— g the apolication.
g T
= g Q (By Mr. Lynch) Mr. Griffin, is the diagramatic

sketch which accompanied the application the same diagramatic
sketch which was offered here as Exhibit 7?
A Yes, it is.

MR. LYNCH: That's all we have.

MR. UTZ: Yes, we have -a copy of the letter from Mr.
Irby in the file.

Mr. Griffin, d4id I understand that the three injection
wells which have already been approved have not been tubed

yet?

A No, sir, they were oid producing wells with tubing
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and packers installed and we felt that it would, in all
probability, be necessary to perform a workover to ramove
the packer and install lined tubing, but since that time, we
have made our studies which indicate otherwise.

MR. UTZ: Well, what you intend to do with those

three wells is to use the production string tubing that is
already in the well?
A Yes, sir, that would be our hope.
MR. UTZ: What do you intend to do about the anulus?
A The anulus already contains a non-corrosive inert
fluid and we feel that this will suffice.
MR. UTZ: And it is your intention to complete the

four injection well in the same manner?
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A Yes, sir, it is.
MR. UTZ: Does your application give me the exact
location of the fourth injection well?
MR. LYNCH: VYes, 8ir, I believe it does.
MR. UTZ: It gives the 40-acre tract.
MR. LYNCH: Yes, it is not in terms of lettered
units, though.

MR. UTZ: We can figure that one out. Are there any

other questions of the witness? He may be excused.

{Witness excused.)
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The case will be taken under advizement.

UTZ -

MR.
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STATE OF NEW MEXICO )

}y ss
COUNTY OF BERNALILLO )

I, W. DON McINTYRE, Court Reporter, do hereby certify
that the foregoing and acttachsd tvznacript of proceedings
before the New Mexico 0il cOnservation Commission Examiner
at Santa Fe, New Mexico, is a true and correct record
to the best of my knowledge,"skill aad ability.

IN WITNESS WHEREOF I have affixed my hand and notarial

seal this 3rd day of Decembex, 1965.

M ST

- [0, s iy
Notary Public - Court Rgporter

My Comnmission Expires:

July 17, 1970

1 do herehy cartify that the foregoing is
a o ol rimood 0f BRAe pra. senings in
the Vool e Lol of s il 3,@.8’)“? i

he: -2 0. i oL %’?'2—— ] 1966

............... . . er




Docket No. 27-66

DOCKET: EXAMINER HEARING - WEDNESDAY - NOVEMBER 2, 1966

T A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

- - -

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

CASE 3479: 2Application of Gulf 0il Corporation for an exception to Rule
8 of Order No. R-1638 and to Rule 301, San Juan County, New
Mexico. Applicant, in the above-styled cause, seeks an
exception to Rule 8 of Order No. R-1638 and to Rule 301 of the
Commission rules and regulations to permit discontinuance of
individual gas-o0il ratio tests in its West Bisti-Lower Gallup
Sand Unit, Bisti-Lower Gallup Pool, San Juan County, New Mexico,
Applicant proposes to report gas production and ratios on a unit-
wide basis rather than individual well GOR data.

CASE 3480: Application of Tidewater 0il Company for a capacity allowable,
Lea County, New Mexico. Applicant, in the above-styled cause,
seeks the amendment of Order No. R-3097 which permitted its
GC State "J" Well No. 1 located in Unit H of Section 7, Town-
ship 17 South, Range 33 East, Lea County, New Mexico, which
directly offsets the Malmar Unit Waterflood Project, to be pro-
duced at capacity for a period not to exceed 90 days from date
of said order. Applicant seeks additional time in which to
produce said well at capacity and the establishment of an admin-
istrative procedure for further extensions.

.

CASE 3336 (Reopened)
In the matter of Case No. 3336 being reopened pursuant to the

provisions of Order No. R-3005, which order established 87-acre
spacing units for the East Hightower-Upper Pennsylvanian Pool,
Lea County, New Mexico, for a period of one year. All interested
parties may appear and show cause why said pool should not be
developed on 40-acre spacing units.

CASE 348l1: Application of Sinclair 0il & Gas Company for a non-standard

gas proration unit and an unorthodox location, Lea County, New
Mexico. Applicant, in the above-styled cause, seeks approval
of a l60-acre non-standard gas proration unit comprising the
NW/4 of Section 7, Township 22 South, Range 36 East, Jalmat Gas
Pool, Lea County, New Mexico, to be dedicated to its State 157
"B" Well No. 1 located at an unorthodox location for said pool
330 feet from the North line and 2310 feet from the West line

of said Section 7.
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November 2,

CASE 3482:

CASE 3483:

CASE 3484:

CASE 3485:

CASE 3486:

CASE 3487:

1966 Examiner Hearing

Application of Sinclair 0il & Gas Company for a special gas
well test, Eddy County, New Mexico. Applicant, in the above-
styvled cause, seeks authority to produce aad flare up to three
million cubic feet of gas per day, for a maximum of 30 days,
from its Hackberry Hills Unit Well No. 4 located in Unit F of
Section 22, Township 22 South, Range 26 East, Eddy County, New
Mexico, as a reservoir limit test to determine the economic
feasibility of a pipeline ccnnection to said well.

Application of H., S . Moss for salt water disposal, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks author-
ity to dispose of produced salt water in the Wonlfcamp formation
in the interval from 9751 to 9850 feet in its D. P. Peck Well
No. 1 located in Unit C of Section 26, Township 12 South, Range
37 East, Gladiocla Field, Lea County, New Mexico.

Application of Phillips Petroleum Company for a pilot water-
flood project, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks authority to institute a pilot water-
flood project by the injection of water into the Grayburg-San
Andres formation through its Santa Fe Well No. 14 located in
Unit P of Section 20, Township 17 South, Range 35 East, Vacuum

Field, Lea County, New Mexico.

Application of Phillips Petroleum Company for a waterflood
project, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks authority to institute a waterflood pro-
ject by the injection of water into the Grayburg-San Andres
formation through three injection wells located in Sections 8,
and 9, Township 17 South, Range 33 East, Vacuum Field, Lea
County, New Mexico.

Application of Shenandoah 0il Corporation for a waterflood
project, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks authority to institute a waterflood pro-
ject by the injection of water into the Grayburg-San Andres
formation through four injection wells located in Sections 7,
8 and 16, Township 17 South, Range 33 East, Vacuum Field, Lea
County, New Mexico.

Application of Amerada Petroleum Corporation for a unit agree-
ment, Lea County, New Mexico. Applicant, in the above-styled
cause, seeks approval of its State *“SN" Unit Area comprising
692 acres, more or less, of State land in Sections 3 and 4,
Township 15 South, Range 33 East, Lea County, New Mexico.
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CASE 3488: Application of Amerada Petroleum Corporation for a waterflood
expansion, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks authority to expand its Saunders SB Water-
flood Project by the injection of water into the Permo-Pennsyl-
vanian zone through its Texaco-~State "AQ" Well No. 2 located
in Unit E of Section 3, Township 15 South, Range 33 East,
Saunders Permo-Pennsylvanian Pool, Lea County, New Mexico.

CASE 3489: Application of William A. and Ed.ard R. Hudson for a waterflood
expansion, Eddy County. New Mexico. Applicant, in the above-
stvled cause, seeks authority to expand their Puckett A Watar-
flood Project by the injection of water into the Grayburg-San
Andres formation through their Puckett A Well No. 30 to be
drilled at an unorthodox location 1345 feet from the North
line and 25 feet from the West line of Section 24, Township 17
South, Range 31 East, Maljamar Pool, Eddy County, New Mexico.

CASE 3490: Applicaticen of Sunray DX 0il Company for pocl redelineation,
Roosevelt County, New Mexico. Applicant, in the above-styled
cause, seeks the redelineation of the Todd-~San Andres Pool,
Roosevelt County, New Mexico, into two separate pools: The
Todd Upper--San Andres Gas Pool comprising theat poriion of the
San Andres formation above the anhydrite bed found at 4200 feet
in the Franklin, Aston and Fair Mark Federal Well No. 1 located
in Unit M of Section 26, Towrship 7 South, Range 35 East, and
the Todd Lower-San Andres Pool comprising tha: povtion of the
San Andres formation below said anhydrite bed said Todd Low=r-
San Andres Pool to be governed by the existing rules for the
present Todd-San Andres Pool. BAlso to be considered at said
hearing will be such matters as the effective date of the
aforesaid redelineation, the period of time in which to effect
dual completion of the affected wells, the distribution of the
affected wells' accumulated status in the present pool {over-
production and underproduction) to each of the new pools, and
such other pertinent matters as may relate to the aforesaid
pool redelineztion. Also to be considered will be special pool |
rules for the proposed Todd Upper-San Andres Gas Pool, including
320-~acre spacing for wells located therein.

ir/




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

APPLICATION OF AMERADA PETROLEUM CORPORATION )

FOR APPROVAL OF THE UNIT AGREEMENT FOR THE ) ;%ﬂé;/x;;;if
STATE "SN'' UNIT, SAUNDERS PERMO-PENNSYLVANIAN ) CASE NO., .~ "7 &
POOL, LEA COUNTY, NEW MEXICO. )

APPLICATION

Applicant Axerada Petroleum Corporation states that:

1. By Order No. R-3078, dated June 15, 1966, this Commission
authorized Applicant to institute a pilot waterflood project in the Saunders
Permo-Pennsylvanian Pool by the injection of water into the Permo-Pennsylvanian
zone through three wells in Section 3-155-33E, Lea County, New Mexico.

2. By a separate application filed simultaneously witn this applica-
tion, Applicant is requesting authority to expand the approved waterflood pro-
ject.

3. To accommodate the proposed waterflood expansion the State "SN"
Unit has been formed, consisting of the following land in Township 15 South,
Range 33 East, NMPM, Lea County, New Mexico:

Section 3: N/2 and N/2 S/2;
Section 4: NE/4.

4. 1In order to conserve oil and gas and to prevent waste, this
Commission should approve the Unit Agreement (attached as “Exhibit A" hereto)
for the State "SN'" Unit.

Applicant therefore requests that this matter be set for hearing before an
examiner, that notice of hearing be given as required by law, and that upon
such hearing an order be entered approving the Unit Agreement for the State
"SN" Unit.

AMERADA PETROLEUM CORPORATION

/8 .(;

By J‘;(&fvuusz L\! - *‘LV\C('\
Thomas W. Lynch, Aktorney
P. 0. Box 2040
Tulsa, Oklahoma 74102

Resident Counsel:

Jason W. Kellahin

Kellahin and Fox

P. 0, Box 1769 —
a Fe, New Me ico 8 5
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BEFORE THZ 01l CONBERVATION COMMISSION
OF THEE STATE OF NEW MEXICO

AYFLICATION OF AMERADA PETROLEUK CORPORATION )

JOR APFROVAL OF THEX UMIT AGREDMENY JOR THE ) S S
STATE "SN” UNIT, SAUNDERS PRRMO-PEMNSYLVANIAN ) CASE WO.__~ /-
POOL, LTA COUNTY, MEW MRXICO. )

APPLICATION

Applicant Amerada Petruleum Corpuration states that:

i. By Oxdex Wo. R~3078, dated Jume 15, 1966, this Commisasion
suthorised Applicant to institute & pilot waterflood project in the Savaders
Permo-Pommaylivanian Pocl by the in;ectiom of witer intoc the Permo-Pennsylvenisa
sons through three wellis fn Section 3-1358-33K, Lee County, Naw Mexico.

2, By a separate application filed simultsnecusly with this applica~
tion, Applicent is requesting suthority to expend the approved waterflocd pro-
Jest,

3. To accommodata the proposed waterflood expession the State SN
Unit has been formed, comsisting of the following land (n Townahip 15 South,
Range 33 East, MMPM, Les County, Rev Mexico:

Section 3;: B/2 and K/2 8/2;
Sectiom 4: MR/4,

4. Ia order to conssrve oil and gas amd o sTrevent waste, this
Commisgion shouid approve the Unit Agreement (attached as “Exhibit A" herets)
for ths State "8N" Unit.

Applicant thearefore regquests that this matter de ser for hearing before an
szaminer, that aotice of hearing be given as required by law, snd that upon

such hearing an order de antared appruving the Unit Agresment for the State
"SW® Bmit.

AMERADA FETROLEUM CORPORATIOR

By,

Thomas W. Lynch, Attorney
B, 0. Box .040
Tulsa, Oklahoma 74102

Besident Counsael:

Jassa W. Keliahin
Kellahin and Fox

P. O, Box 1749

Sauta Pe, ¥ev Mexico 87501




BEYORE THE OlL CORSRAVATION COMMISSION
OF THE STATE OF KEW MEXICO

APPLICATION OF AMERADA PETROLEUM CORPOBATION ) )
FOR APPROVAL OF THE UNIT AGREEMENT FOR THE ) ;,f//
STATE “SN" UNIT, SAUMDERS PERMO-PENNSYLVANIAN ) CASE NO.__ 3/ /-
POOL, LEA COUNTY, NEW MEXICO, )

APP T10H

Applicant Amerada Petroleum Corpuration states that:

1. By Ovder No. B~3078, dated June 15, 1986, this Commission
authorized Applicant to {nstitute & pilot wsterflood proiect in the Szunders
Pearmo-Ponnsyivanian Fool by the imjection of wster into the Fermo-Psnnsylvenisn
zone through three walls im Section 3~158-33E, Lez Couaty, Naw Mexico.

2, By a ssparate application filed simultanecusly with this applica-
tion, Applicant is requesting authority to expand the approved waterflood pro-
ject.,

3. To sccommodate the proposed waterflood sxpansion the State "SN"
Unit has baer formed, comsisting of the followiwg isnd in Township 15 South,
Range 33 East, MMM, Lea County, New Mexico:

Ssction 3: N/2 and K/2 8/2;
Section &4: NEf4.

4, In oxder to comserve oil aud gas snd to prevent vaste, this
Cuor  _.ailea should approve the Unit Agreement (attached as "Exhibit 4" hereto)
for the State "SN" Unit,

Applicant therafore requests that this matter be set for hearing before an
sxsmingr, that wotice of hearing be given as requirsd by law, and that upon
such hearing an order be entaered approviang the Unit Agresasnt for the Stats
"SW' Uuit.

ANERADA PETROLEUM CORFORATION

Thomas W, Lymch, Attornesy
P. 0. Box 2040
Tulss, Oklahoma 74102

Resident Counsel:

Jason W, Kellahin
Kellshin sed Tox

P, O, Box 1769

Souts Pe, New Mexico 87301
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EFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEAL.UNG
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 3487,
s e e —————
/duu/ Order No. R~ 2)5 b f

APPLICATION OF AMERADA PETROLEUM CORPORATION

POR APPROVAL OF THE ___STATE "SN" e .
UNIT AGREEMENT, __ LEA ~ ~cOUNTY, NEW MEXICO. - A

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 =isiock a.m. on
November 2 , 1966 , at Santa Fe, New Mexico, before Examiner

Elvig A, Utz = .

NOW, on this day of November , 196 6 , the Commission,
a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS s

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

matter thereof.

(2) That the applicant, Amerada Petroleum Corpgration .

seeks approval of th:a/’ State “"SN" Unit Agreement
691. 96 State
covering £82, acres, more or less, of PFederxF landy
ard=Reo

described as follows:

LEA COUNTY, NEW MEXICO
TOWNSEIP 15 SQUTH. RANGE _33_EAST, NMPM

Section 3: N/2 and N/2 8/2+
Section 4: NE/4




(3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit area.

IT IS THEREFORE ORDERED:

{1) That the State "“SN" Unit Agreement
is hereby approved.

(2) That the plan contained in said unit agreement for the
development and opera*ion of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and developmer.: of any
lands committed to the unit and production of oil or gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement
within 30 days after the effective date thereof; that in the event

of subsequent joinder by any party or expansioan or contraction of
the unit area, the unit operator shall file with the Commission

within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or

ratified.

(4) That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
State of New Mexico;and-the-Bdirecteor-of=the-¥nited—StaterCevlogt=
exEBurveys that this order shall terminate ipso facto upon the
termination of said unit agreement; and that the last unit opera-
tor shall notify the Commission immediately in writing of such

termination.

(5) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

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




