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Unit Name EAVES-LEA UNIT (EXPLORATORY)
; Operator _ pwion 011 COMPANY OF CALIFORNIA
County LEA

; DATE GCC CASE NO. 7055 EFFECTIVE TOTAL —SECRECATION

; APPROVED QCC ORDER NOR-5330 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM

: Commissioner Commission A-/7- %o 2,209.17 1,569.17 64000 -0- Mod. Seg. Syrs.

! February 9, 1981 December 11, 1980

; /> UNIT _AREA
‘. TOWNSHIP 21 SOUTH, RANGE 32 EAST, NMPM T €O
‘- Section 25: All /\4 '(
R TOWNSHIP 21 SOUTH, RANGE 33 EAST, NMPM L ‘A\ -~ g
¥ . Section 19: s/2 : 6@ 4
e Section 29:  W/2 '( g
| Section 30:  ALL . . %
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Unit Name EAVES -LEA UNIT (EXPLORATORY)
Operator ___ yyjoy 0l {OMPANY OF CALIFORNIA

County LEA
STATE LEASE INSTI- RATIFIED ACREAGE
TRACT NO, NO, TUTION SEC. TWP. RGE. SUBSECTION DATE ACRES NOT
RATIFIED LESSEE
3 L‘6678/ C.S. 19 218 33E Lots 3, 4, E/2SW/4, SE/&4 10-6-80 312.20 Union 01l Co. of Calif
4 LG-0048 ¥ C.S§ 30 218 33E Lots 1, 2, 3, 4, Ef2, E/2W/2 10-6-80 624.56 Union 0il1 Co. of Calif
ST S LG-0049 + C.S. 3 218 33E Lot 1, NEJ/4NW/4 10-6-80 76.17 Union 0il Co. of Clv
6 LG-8302 ‘/ C.s. 29 218 33E 0~ W/2 10-6-80 320.00 Union Oil Co. of Calif
7 LG-8303-1 c.s. 31‘ 21s 33 Lot 2, SE/4NW/4, NE/4 NOT COMMITTED T 236.24 Pogo Producing Co. and

The Superior 0il Co.
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; Commissioner of Rblic Lands R
r ALEX J. ARMIJO o
? COMMISSIONER Fedbruary 9, 1981 SANTA FE, NEW MEXICO 87501

Union Uil Company of California
500 North Magrienfecld

P. 0. Box 671

Midland, Texas 79702

Re: Eaves Lea Unit
Lea County, New Mexico

ATTENTION: Mr. Robert V. Lockhart
Gentlemen:

The Commissioner of Public Lands has this date approved your
Eaves Lea Unit, Lea County, New Mexico. Our approval is subject to

like approval by the United States Geological Survey.

Please remit the filing fee in the amount of Fifty ($50.00)
Dollars at your earliest convenience.

Enclosed are Five (5} Certificates of Approval.

Please notify this office when the 1SGS gives their approval so
that we may finish processing same.

Very truly yours,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

BY:
FLOYD O. PRANDO, Assistant Director

0il and Gas Division
AC 505-827-2748

AJA/FOP/s ” .
encls. :
cc: OCD-Santa Fe, New Mexico :

USGS-Roswell, New Mexico
USGS-Albuquerque, New Mexico
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Unit Name EAVES-LEA UNIT (EXPLORATORY)

Operator __ yNioN OTL COMPANH OF CALIFORNTA

County 1 EA
DATE 0CC CASE O, 7055 EFFECTIVE  TOTAL | SECREGATION
APPROVED OCC ORDER NO R=6530 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
Cormisgsioner Commission 2,209.17 1,569.17 640,00 -0- Mod. Seg. S5yrs.
February 9, 1981 December 11, 1980°

TWIT AREA

TOWNSHIP 21 SOQUTH, RANGE 32 EAST, NMPM
Section 25: All

TOWNSUIP 21 SOUTH, RANGE 33 EAST, NMPM

Section 19: s/2 .

Section 29: w/2 ]

Section 30: ALL ’ .
Section 31: N/2




Unit Name  FAVES -LEA UNIT (EXPLORATORY)

Operator LNTON OTL _COMPANY OF CALIFORNTA
County LEA
STATE LEASE INSTI- . RATIFIED ACREAGE
TRACT NO. NO, TUTION SEC., TWP. RGE, SUBSECTION DATE ACRES NOT
RATIFIZ: LESSEE
3 L-6678 C.Ss. 19 218 33 - Lots 3, 4, E/28W/4, SE/4 10-6-80 312,20 Union 0il Co. of Calif.
4 LG-0048 c.s. 30 21S 33 Lot 1, 2, 3, 4, E/2, E/2W/2  10-6-80 624.56 Union 0il Co. of Calif,
S LG~0049 C.Ss. 31 218 33E Lot 1, NE/4NW/4 . 10-6-80 76.17 Union 0il Co. of Calif.
6 LG-8302 C.s. 29 218 33E W/2 10-6-80 320.00 Union 0il Co. of Calif,
7 LG~8303-1 c.s. 31 21s 33E Lot 2, SE/4NW/4, NE/4 NOT COMMITTED C 238,24 Pogo Producing Co. and

The Superior 0il Co.




Union Oil and Gas Division: Central Region

Union Oil Companry of California

500 North Marienfeld, Midland, Texas 79701
P O. Box 671, Midland, Texas 79702_
Telephone (915) 682-9731
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Robert V. Lockhart August 31, 1982 Ol S PRI

AT IEEY,
Vistrict Lang Manager ek o8 FE
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0il Conservction Division
?.0. Box 2088

Santa Fe, New Mexico 87501 (f<7
! /7
; _ Attn: Mr. Joe Ramey, Director //1()
Gentlemen:
f; . H Eaves-Lea Unit

Case No. 7055
Order No. R-6530

3 t

TSR § Please be advised that the above referenced unit has terminated.

' T i Please find attached copies of letters from the Commissioner and
~ ‘ Minerals Management Service referring to said termination.

Sincerely,

UNION OIL COMPANY OF CALIFORNIA
AN /- ’ /‘/ 4[: 4‘

¢ 'I(W :

Linda H. Hicks
Landman

LHH:dh |

Attachment
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Commissroner c{ Puuic Lan&s
ALEX J. ARMIJO . P. SvBOX 1148
g COMMISSIONER A August 19, 1982 SANTA FE, NEW MEXICO
: 87504-1148
, : Union 0il Company of Califernia Ziﬁ < ﬁ!! '15—
3 ‘ P. 0. Box 671 e
. Midliand, Texas 79702
! , [%w/&,___ C 7240,
- Re: Eaves-Lea Unit
! Lea County, New Mexico iieiL {:o_ /L)I‘i
f’ Termination /
i
o ATTENTION: Ms. Linda H. Hicks
8 Gentlemen:
The Eaves-Lea Unit Agreement, Lea County, New Mexico, was approved
effective as of February 19, 1981. The term of such agreement is contingent
" upon the unit operator drilling one well at a time, allowing not more than

six months time between the completion of one well and the beginning of the
R ! next, until a well capable of producing unitized substances irn paying
e quantities is completed.

s < e e

Qur records show that the Eaves-Lea Unit Well No. ! was plugged and
w ’ abandoned on May 15, 1982. Your letter dated August 6, 1982 notifying this

o office that Union Oil Company has no plans to spud another well has been
received. Inasmuch as you will not be drilling a second well within the
required six month period persuant to section 9 of the unit agreement, the
Eaves-Lea Unit Agreement has this date been terminated subject to like approval
' by the United States Minerals Management Service.

DL Please advise all other interested parties of this actior.
S Very truly vours,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

BY: xg //4;L7/2//2£?<H/b'
- RAY D Director
011 and Gas Dlvision

AC 505/827-2748

Ry

AJA/RDG /pm

i encls.

cc: OCD-Santa Fe, New Mexico

; USMMS-Albuquerque, New Mexico
Administration

e Wé’éo 82
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RECEIVED

United States Department of the Interior AUG 30 1982

- MINERALS MANAGEMENT SERVICE
SOUTH CENTRAL REGION MIDUMID DISTRICT LAAD
505 MARQUETTE AVENUE, N.W., SUITE 815

ALBUQUERQUE, NEW MEXICO 87102 2 / 0)
N REPLY O.A‘}&V 77‘/

REFER 10

TAUG 2 7 1982

: . . . . ‘{'* 0 ”‘,:‘iy‘\‘//Jd.,
-! Union Oil Camrpany of California i “1 «
f Attention: Linda H. Hicks ‘
500 North Manenfield ”! SEP - 271982
Midland, Texas 79701
OlL bunu» RN BT
Gentlemen:

The Eaves-Lea Unit Agreement, No. 1408-0001-18445, Iea County,
New Mexico, was approved February 19, 1981 effective as of the date
of approval. The term of such agreement is contingent upon the unit
operator drilling one well at a time, allowing not more than six
: months between the completion of one well and the beginning of the
i : next, until a well capable of producing unitized substances in pay=-
: : ing quantities is completed.

» Our records show that the initial test well was completed as a dry
p . é - hole on February 10, 1982 making the second unit test well due to
SRR N be comenced by Avgust 10, 1982. Inasmuch as the second unit test
) well was not comenced, the Eaves-Lea Unit Agreement is considered
to have automatically temminated as of August 10, 1982, pursuant

to Section 9 of the unit agreement. The appropriate Federal offices
will be notified of this termination.

Sincerely yours,

?_Geno F. Daniel
Deputy Minerals Manager
0il and Gas

rrrrryy:
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Comm(ssioner o[ PuUic Lanck
: ALEX J. ARMIJO P. O. BOX ll48
- : COMMISSIONER August 19, 1982 SANTA FE, NEW MEXICO 87501K
o | 87504-1148
; § Union 0il Company of California
1 ’ ’ P. 0. Box 671

Midland, Texas 79702 LY

w? {):J -
L Re: Eaves-Lea Unit ‘1#”‘,a¢'
: Lea County, New Mexico -

Termination

Py——

ATTENTION: Ms. Linda H. Hicks
Gentlemen:

The Eaves-Lea Unit Agreement, Lea County, New Mexico, was approved
effective as of February 19, 1981. The term of such agreement is contingent
i . | upon the unit operator drilling one well at a time, allowing not more than
S ) : six months time between the completion of one well and the beginning of the
next, urtil a well capable of producing unitized substances in paying
quantities is completed.

Qur records show that the Eaves-Lea Unit Well No. 1 was plugged and
; abandoned on May 15, 1982. Your letter dated August 6, 1982 notifying this
SR office that Union 0il Company has no plans to spud another well has been
i _ received. Inasmuch as you will not be drilling a second well within the

: required six month period persuant to section 9 of the unit agreement, the
Eaves-Lea Unit Agreement has this date been terminated subject to like approval
by the United States Minerals Management Service.

Please advise all other interested parties of this action.
Very truly yours,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

BY:

{ RAY D. GRAHAM, Director
01l and Gas Division
AC 505/827-2748

AJA/RDG/pm

encls.

cc: OCD-Santa Fe, New Mexico
USMMS-Albuquerque, New Mexico
Administration
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NEW MEXICO OIL CONSERVATION COMMISSION

CXAMINER HEARING

SANTA EF , NEW MEXICO

Hearing Date
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NEW MEXICO OIL CONSERVATION COMMISSION

EXAHINER HEARING

SANIA EF , NEW MEXICO

Hearing Date ' NOVEMBER 25, 1980  Time: 9:00 A.M.

NAMFE REFRESENTING LOCATION
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1 STATEC OF MEW MEXICO

| ENERGY AND MINERALS DEPARTMENT
2 OIL COMNSERVATION DIVISION
o STATE LAND OFFICE BLDG. ¢
n : 3 SANTA FE, NEW MEXICO
25 November 13580 ;
4
EXAMINER HEARING
5
6 )
IN THE MATTER OF: ;
7
Application of Union 0il Company of )
8 California for a unit agreement, Lea ) CASE
County, New Mexico. ] 7055
)

| . . « "

BEFORE: Daniel S. Nutter ap//}DV”W‘
n

12 4
TRANSCRIPT OI' HEARING

13
“
APPEARANCES |
15
16
For the 0il Conservation Ernest L. Padilla, Esq.
K4 Division: Legal Counsel to the Division
State Land Office Bldg.
18 ‘Santa Fe, New Mexico 87501
19
20 . .
For the Applicant: James T. Jennings
21 JENNINGS & CHRISTY
P. 0. Box 1184
2 Roswell, New Mexico 88201
3
24
3
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2 INDEHZKX

3
n
: 4 ROBERT LOCKHZRT
S
Direct Examination by Mr. Jennings 3
6
Cross Examination by Mr. Nutter 7
1 7
8 Cross Examination by Mr. Padilia 8
9
10 JOHN MOFFATT

11 Direct Examination by Mr. Jennings 9

12

13

15
EXHIBITS

16
17
18 Applicant Exhibit One, Unit Agreement 4
19 Applicant Exhibit Two, Letter 6
20 Applicant Exhibit Three, Letter 6
21 Applicant Exhibit Four, Letter 7
22

Applicant Exhibit Five, Structure Map 10

Applicant Exhibit Six, Cross Section 14
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3
MR, NUTTER: The hearing will come to
order.
We'll call first this morning Case Numbep
7055.
MR. PADILLA: Apnlication of Union 0il
Company of California for a unit agreement, Lea County, New

Mexico.

Ul

MR. JENNINGS: I'm Jim Jennings, Jenning
and Christy, Roswell, appearing on behalf of Union 0il Company
of California, and I think you'll find a set of exhibits, one
for each of you.

I have two witnesses, Mr. Lockhart and

Mr. Moffatt.

(Witnesses sworn.)

ROBERT I.CCKHART
being called as a witness and having been duly sworn upon his

oath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. JENNINGS:
0 State your name, place of residence, and
occupation, pleass.

A I'm Robert Lockhart from Midland, Texas.

R ORI

oy




4
I'm employed by Union 0il Company cof California as the Distric

Land Manager for the Midland, Texas, district.

0. Mr. Lockhart, how long have you been so
emp loyed?

A 19 years.

¢ Are you familiar with the application

that was filed herein? Case Number 70552
a. Yes, sir, I am. We are attempting to
seek approval for our Federal and State Eaves-Lea Unit Area,
comprising 2209.17 acres, located in Lea County, New Mexico,
in Township 21 South, Ranges 32 and 33 East.
The unit is being put together to drill
a 14,850 foot Morrow test, located 1320 feet from the north
line, and 1980 feet from the west line of Section 30 in Town-
ship 21 South, Range .33 East.
0. Mr. Lockhart, what is your -- well, T
hand you what -~ let me withdraw that guestion.
I hand you what has been marked as
Union Exhibit One. Would you identify that please, sir?
A, Yes, sir, this is our unit agreement
form, standard form.
0 Is it a standard state and Federal
form?

A Yes.




L1

10
11
12
13
14
15
16
17
18
19
20
21
22

23

25
26
27

28

5

0, Is there an exhibit attached thereto as
Exhibit A, reflecting the acreage invested in the unit?

A Yes, sir, there is.

0 What -- what acreage is actually placed
in this proposed unit?

A We have 2209.17 acres of land in ocur
total unit area. Of this total 1569.17 acres are State of
New Mexico lands and 640 acres are Federal lands. The Federal
lands are essentially located in Section 25 of Township 21
South, Range 32 East.

The Federal lands compose 28.97016 per-
cent of the unit area; State lands embrace 1569.17 acres, whic
represents 71.02984 percent of the unit area.

0 Mr. Lockhart, would you refer also to
Exhibit B attached to the unit and discuss that?

A Yes, sir, this is our land exhibit at-
tached to the unit area describing the various lands committed
to the unit area.

0. What percentage of the lands are actuall
owned or controlled by the Union 0il Company of California?

)N Union 0il Company controls 89.30640
percent of the unit area. The remsining 10.69360 percent of
the unit area is owned by Pogo Producing Company and the
Superior 0il Company.

0. Mr. Lockhart, have you requested the
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6
approval of the United States Department of Interior, Geologic
Survey of the unit and also of the Commissioner of Public
Lands?

A. Yes, sir, we have, and we have received
letters back from the Survey giving us their initial approval,
a letter dated September 16th, 1980, and I tink the --

Q. I'l11l -- I'1l1l hand you Exhibit Number
Two and ask vou to identify that.

A Yes, this is the supervisor's letter
from the Survey giving us our initial approval.

0. And I'1ll hand you what has been marked
Exhibit Three and ask you to identify that and tell us what
it is.

A Yes, sir. This is the Commissioner of
Public Lands initial approval for our unit area anplication.

0. You referred to scme other acreage owner!
and I believe they have 240 acres out of the unit?

A. Yes, sir.

0 That is ~-- that is the north half north-

east and the south half north half of Section 31.

A Yes, sir.

0. And --

A Tract 7.

Q Tract 7, is it, by whom is that owned?

o
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A It's owned 50 percent by Pogo Producing
Company and 50 percent by The Superior 0il Company.

0. Have you requested these companies to
join in the unit?

A. Yes, sir, we have, and they have declineq

0. I hand you what has been marked as Ex-
nibit Four, two letters. Would you identify those?

A Yes, sir, the October 2nd letter is from
the Superior 0il Company declining support for our unit area.
They do not wish to participate.

The October 9th, 1980, letter is from

Pogo Producing Company, stating that they wish to decline part+

icipation in our unit area.

0. Mr. Lockhart, do you feel that the unit
agreement will promote the prevention of waste and protection
of correlative rights within the unit area?

A. Yes, I do.

0 Do you have anything further that you --

MR. JENNINGS: I have nothing further

of this witness.

CROSS EXAMINATIOCN

BY MR. NUTTER:

o Now -- so actually what yvou will have




1 3
2 committed to the unit as far as working interest is the 89
a 3 percent that Unicn owns.
] 4
M That 1s correct.
5
0 And all royalty interest with the ex-
6
; ception of the interest under The Superior tract?
i . Y sir.
[ 8 A €s, 1
9 e Ckay.
S 10 MR. NUTTER: Are there any further
11 guestions of the witness?
12 MP. PADILIA: I have one.
13
~ 14
CROSS EXAMINATICON
15
BY MR. PADILIA:
16
17 0 Mr. Lockhart, I notice Mr. Graham of
é 18 the Land Office indicated that he wanted the unit name changed
‘é 19 A Yes, sir. It initially was named the
f 20 Eaves Unit and we changed it to Eaves-Lea Unit.
PO
21 0. Did that satisfy Mr. Graham?
$
i 22 .
3 A, Yes, sir.
- 23
i MR. PADILLA: I have nothing further.
‘f 24
i MR. JENNINGS: Mr. Lockhart, were Ex--
; 25
‘ % hibits Two, Three, and Four, are they -~ are Exhibits Two,
27 Three, and Four copies of correspondence which you received
28 in the regular course of business?
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A Yes.
MR. JENNINGS: That's all.
MR. NUTTER: If there is nothing further
for this witness, he may be excused.

MR. JENNINGS: Mr. Moffatt.

JGHN MOFFATT
being called as a witness and being duly sworn upon his oath,
testified as follows, to-wit:
DIRECT EXAMINATION
BY MR. JEMNNINGS:

0. Wlould you state your name and occupation

please, sir?

A Yes. I'm John Moffatt. I'm employed
as Exploration Manager for Union 0il Company of California
in the Midland, Texas, District Office.

0. Mr. Moffatt, have you appeared before

this Commission on previous occasions and had your qualifica-
tions accepted?
A Yes, I have.
MR. JENNINGS: 1Is that satisfactory, Mr
Examiner?

MR. NUTTER: Yes, he is.
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0 Mr. Moffatt, you are actually a geologiss
aren't you?

2. Yes.

0. I hand you what -- please refer to what

has been marked as Exhibit Number Five and tell us what that
is and explain that exhibit, please.

a. Fxhibit Number Five is a structure con-
tour map contoured on top of the lower Morrow zone, and it
was constructed by C. E. fingletary, ceologist under my super-
vision, using the seismic data that we have there in the area
and the well control in the vicinity of the proposed unit in
Township 21 South, Range 32 and 33 East.

This structure map shows a structural
nose plunging to the southeast as a continuation of the South
Salt Lake-Hat Mesa-Morrow Fields. We have acquired acreage
on this structural nose and propose to drill in the northwest
quarter of Section 30.

The trap is envisioned as a porosity
pinchout on the nose. We have a series of Morrow sands.

They are present down dip in the Brunson and McKnight No. 1
Leggett Well in Section 33 of 21 South, 33 East. That is on
a cross section. It extends up through the Phillips No. 1
Eaves dry hole in Section 18 of the same township and into

the Brunson and McKnight No. 1 Hat Mesa producing well in the

i
<
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field. It produces from the Upper and Middle Morrow Sands.

The line shown on the northwest part of
the unit there is an Upper Morrow Sand porosity pinchout. It
is not fullv defined by the well control but it is a postu-
lated trav based on the correlation of the sands, as will be
shown on the next exhibit, the cross section.

The water, gas/water contact is also
shown there in the unit, is also not well defined by the well
control. Theyv have only the two wells to define the trap and
the Brunson and McKnight No. 1 Leggett Well produced gas with
considerable water from a test of one zone and produced water
from a series of other sands.

So we are postulating, then, the trap
is an up dip porosity pinchout and it will have a gas/water
contact to the s=outheast.

0. Mr. Moffatt, in your opinion if this
well is successful, do vou think it's guite possible that the
entire unit area could be productive?

A, Yes, I do.

MR. NUTTER: Mr. Moffatt, I think Mr.
Lockhart mentioned the location of the well. Would you repeat
that location, please?

A Yes. That location is in the -- is 1320

from the north line and 1980 from the west line of Section 30,
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12
21 South, 33 East, and will be a 14,850-foot Morrow test.
MR. NUTTER: 1320 north and 1380 --

A From the west.

MP. NUTTFER: That location would not be
permitted by the Division, Mr, Moffatt, because that would
fall right on the quarter quarter section line, and it would
have to be moved some distance from that.

Now to be a standard location it would
have to be 330 -- a minimum of 330 feet from a guarter quarter
section line.

A Would a location of 1980 from the north
and 1980 from the west be a satisfactory location?

MR. NUTTER: That would be a satisfactoq
location, yes, sir, and that would enable you to dedicate --
that would be standard for a dedication of either the west
half or the north half.

A All right.

MR. NUTTER: To the well, the 1980/1980

Y

location.
A All right, we will change the location
to 1980.
MR. NUTTER: That looks like that would
fall right on that -- probably a seismic shot point --
A It is.

-




2 MR. NUTTER: -- 100.

A Yes, it would be very near a seismnic
shot point 100, as shown on the map.

MR. JENNINGS: Mr. Commissioner, would
we be allowed to amend our application to the new locaticon?

MR. NUTTER: The location was not speci-
fied in the notice so you could -- yeah, your location is free
as far as any restriction at this time is concerned.

MR. JENNINGS: Do you have further ques-
tions at this time?

MR. NUTTER: No, I was just interrupting
on that location.

0. And as I understand it will be 1980 from
the north and 19890 from the west line of Section 30.

A Yes.

Q Mr. Moffatt, do you feel that the unit
agreement. will oprevent waste and protect the correlative
rights of all parties concerned within the unit area?

A Yes, T do.

MR. JENNINGS: I have no further ques-

tions at this time.

MR. NUTTLCR: Were you going to go into

the cross section?

MR. JEMNNINGS: ©h, yeah, the cross sec-
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14
tion. I was getting ahead of myself.

0. Mr. Moffatt, refer to what has been
marked as Exhibit Six, the cross section, and please identify
that, and tell us what it shows?

A This is a northwest/southeast cross
section in the vicinity of the unit. It utilizes the only
well control that we have.

The well on the northwest is the Brunson
and McKnight, and that's on the lefthand side of the cross
section, and it is productive from the Upper and Middle Morrow
Sands. The perforated intervals are shown in red and they
were not individually tested but the entire interval was per-
forated from 13,838 to 14,127 in selected intervals and was
completed for a calculated open flow of 3401 Mcf.

The next well in the center of the cross
section is the Phillips No. 1 Eaves Unit in Section 18, 21
South, 33 East. It has some Upper Morrow Sands that are in
the same general interval as the Brunson and McKnight but the
lJower portion of those sands in that Upper Morrow are currentl
do not correlate with the producing interval in the Brunson
and McKnight.

A DST of the interval from 13,957 to
14,233 had water blanket to surface and flowed water at the

rate of 20 barrels per hour on the DST. They had no gas show
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on that.

Ve -- this well is structurally lower on
these sands than our location in Scetion 30, and we do not
feel that these sands arec continuous with the producing sands
in the Hat Mesa Field. So that is once of the objective zones,

The other zones are the Middle Morrow
Sands that are present in the Phillins YWell but were not
tested.

The last well on the cross section is
the Brunson and McKnight in Section 30 of 21 South, 33 East,
and it is also structurally low to our unit. The sands were
tested in the Middle Morrow and were perforated from 14,542
to 741, and swabbed water from those zones with an estimated
10 Mcf, so they did have some gas shows.

Another zone was perforated in the
Upper Morrow from 14,330 to 354; had water and gas too small
to measure; and in the Upper Morrow Sand, the uppermost Morrow
Sand was perforated and actually had a calculated open flow
of 5600 Mcf but rapidly went to water and the well was aban-
doned.

And I have no production actually re-
ported from the well, so it was immediately watered out after
completion. And these sands will be present on the structural

nose to the north and should be structurally higher, and we
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16
anticipate, then, that we'll have a stratigraphic trap that
will be productive from the Morrow.

MR. NUTTER: And yvon would be above the

water /oil -~ the gas/water contact?

A We'd be above the gas/water contact, ves
sir.

0 Mr. Moffatt, were Exhibits Five and Six

prepared by you or under your direction and supervision?
A Under my supervision, yes.

MR. JENNINGS: We have nothing further
at this time.

MR. NUTTER: Are there any gquestions of
the witness? He may be excused.

DO you wish to offer your exhibits, Mr.
Jennings?

MR. JENNINGS: We offer the exhibits,
yes.

MR. NUTTER: Union Exhibits One through
Seven will be admitted in evidence.

Do you have anything further?

MR. JENNINGS: No, we have nothing
further.

MR. NUTTER: Does anyone have anything
they wish to offer in Case Number 7055? We'll take the case

under advisement.

o mll
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THL OIL CONSERVATION
_DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NB, 7035
Order No. R-6530

APPLICATION OF UNION OIL COMPANY
‘OF CALIFORNIA FOR APPROVAL OF THE
TEAVES-LEA UNIT AGREEMENT, LEA

- COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

8Y_THE DIVISION:

; This cause came on for hearing at 9 a.m. on November 25,
1980. at Santa fFe, New Mexico, before Examiner Daniel S. Nutter.

i NOW, on this day of December, 1980, the Division
‘Director, having conaféered the testimony, the record, and the

irecommendations of thc Examiner, and being fully advised in the
pronioos,

FINDS:

i {1) That due public notice having been given ss required
by law, the Division has jurisdiction of this cause and the

aubjcct matter thereof.

: {2) Thst the applicant, Union 0il Company of Califcrnia,
‘sesks approval of the Eaves-Lea Unit Agreement covering 2209.17
‘acres, more or leas, of State and Federsal lands described as

‘followat

5 LEA COUNTY, NEW MEXICO
| TOWNSHIP 21 SOUTH, RANGE 32 EAST, NMPM
Ssction 25: All

TOWNSHIP 21 SOUTH, RANGE 33 EAST, NMPM
Section 19: 5/2
Section 29: W/2
Section 30: All
Section 31: N/2
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Case No. 7055
Order No. R-6530

(3) That all plans of development and operation snd crea-
tions, expsnsions, or contracticns of participating areas or
expansigne or contractions of the unit srea, should be submitted
to the Director of the Division for approval,

(4) That approval of the proposed unit agreement should
- promote the prevention af waste and the protection of correiative
rights within the unit erea.

IT 1S YHEREFORE ORDERED:

(1) That the Faves-Lea Unit Agreement is hereby approved.

: (2) That the plan contained in said unit agreement for the
. "development and operation of the unit area is hereby ipproved in
principle as a proper conservation measure; provided, however,
. that notwithstanding any of the provisions contained in ssid
‘unit agreement, this approvel shall not be considered as waiving
-or relinquishing, in any maniier, any right,; duty. or obligation
“which ie now, or may hereafter be, vested in the Division to
“supervise and control opsrations for the exploration and develop-
"ment of any lsnds committed to the unit and production of cil or
"gas therefrom.

, (3) That the unit operator shall file with the ' ivision an
"sxecuted original or executed counterpart of the unit agreement
within 30 days after the s7fsctive date thereof; that in the
‘event of subseguent joinder by any party or expansion or con-
‘tractlion of the unit erea, the unit operator ashall file with the
Division within 30 days thersafter counterparts of the unit
‘agreement reflecting tiie subacription of those intereats having
joined or ratified, '

(4) That all plens of davelopment and operation, all unit
iparticipating areas and sxpansions and contractions thereof, and
.all expansions or contractions of the unit area, shall bs
.submitted to the Director of the 0il Conservation Division for

- approval,

; (5) That this order shall become effective upon the approval.
“of said unit agresment by the Commissioner of Public Lands for
“the State of New Mexico and the Director of the United States
Geslogical Survey; that this order shall terminats ipsa facto
~upon the termination of said unit agreement; and that the last
~unit operator shall notify the Division immediastsly in writing

"of such termination.
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. ‘Case No, 7055
} Order No. R-6530

; (6) That jurisdiction of this cause is retained for the
.entry of such further ordsrs as the Division may dses necessary.

DONE et Santa Fe, New Msxico, on the day and year herein-
 above desfgnated.

i N STATE OF NEW MEXICO
: QIL CONSERYVA DIVISION
* i " J0E D, RANE;g&L/

Director
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STATLE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONMSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
25 Novembher 1280

EXAMINER HEARING
IN THE MATTER OF:

)
)
H
Application of Union 0il Company of )
)
)
)

California for a unit agreement, Lea CASE
County, New Mexico. 7055
BEFORE: Daniel S. Nutter
TRANSCRIPT OF HEARING
APPEARANCES
For the 0il Conservation Ernest L. Padilla, Esqg.
Division: Legal Counsel to the Division

State Land Office Bldg.
‘Santa Fe, New Mexico 87501

For the Applicant: James T. Jenniags
JENNINGS & CHRISTY
P. O. Box 1180
Roswell, New Mexico 88201
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MR HUTTER:  The hearina will come €0
nrder,

Ge'll anx1l firet #£hias morning Case Rumbe

-3
(o]
[$:]
1]
.

MP, PADTIILA: MAnnlication of Union 0il
Company of California for a unit agreemont, Lea Countv, New
Mexico.

MR. JEMMNINGS: T'm Jim Jenninas, Jenning
and Christy, Roswell. anrnearing on bhehalf of Union 0il Commpany
of California, and I think vou'll find = set of exhihits, one
for each of you.

I have two witnesses, Mr. Lockhart and

{(Witnesses sworn.)

ROBERT LOCKHART
being called as a witness and having been duly sworn upon his

oath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. JEMNINGS:
Q State vour name, nlace of residence, and
occupation, please.

A I'm Robert Lockhart from Midland, Texas.

r

T




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

28

T'moenployad by Union 0Ll Cowoaay o7 Caliornda as tho Digtri
Land Manaaar om0l Moo, i i e

S, wry o Rave e heen 8o
emnloyed?

e annYication

v

0 nroovou Familiar it
that was £fil>»@ horoin? Case Thambyer 700072
A Yoz, sl Toar, oooarra attoroting o

seak approval for our Tederal and Stato Vaves-Lea Unit Area,

comprising 2209.17 acros, locatod i Lo County, Mlew ‘texico,
in Townshin 21 South, Ranges 32 and 33 Tasth,

Tha unit is bheing vt together to drill

a 14,850 foot Morrow Lost, located 1320 feoet from the north

line, and 1980 Ffeeot from the wost line of Section 32 in Town-
ship 21 South, Range 33 Fast.
0, Mr. Lockhart, what is vour - well, I

hand you what - let me withdraw that anestion.
T hand vou what has been mar:ied as
Union Exhibit One. Would you identify that nlease, sir?
) 3 Yes, sir, this is our unit acsrcement
forr, standard form.
0 Is it a standard state and Federal
form?

A Yes.
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0 Te there an evhibit attached +hareto as

mxhibhi+s A, rofloctinag the acrpace inves+ted in the unit?

n, ves, civ, thove 1o

0 Phat - what aorvesars is actual v »inced
in this nronosed unit?

by e have 220917 acres of land in our

total unit area. OF this total 1569.17 acres are Ntate of
Hew Mexico lands and 640 acres are Tederal lands. The Federal
lands are essentiallv located in Section 25 of Townshin 21
South, Ranage 32 Fast.

The Federal lands nompose 28.97016 wer-
cent of the unit area; State lands embrace 1569.17 acres, which
represents 71.02984 percent of the unit area.

0 Mr. lockhart, would vou refer also té
Fxhibit B attached to the unit and discuss that?

. Yeasg, gir, this is our land exhibit at-
tached to the unit area describing the various lands committed
to the unit area.

0. What nercentace of thg lands are actnally
owned or controlled by the Union 0il Comwany of California?

A Union 0il Company controls 89.30640
percent of +the unit area. The remaining 10.69360 percent of
the unit area is owned by Pogo Producing Commany and the

Superior 0il Company.

Q Mr. Lockhart, have you requested the




1 ,
G
2 _ ) .
approval oL thoe inited States Depariciany of interioy, .‘.eologlcqh
3 i
survey of the unit and also ol tuce dopdiosuioner of Public
n 4
Lands?
\ 5
6 i Yos, BV, Woe o have, and we have recoived
7 letters back from ithe Curvey giving us thweir initial aporoval,
1 8 a letter dated September 16tn, 1980, and I tink the - -
P ) 9 3 LA L 3 T
: ) L£Y11 - £'11 hand vou Ixhibit Jumber
10 : Celan
Two and ask vou to identify that.,
11
e Ycs, this is the supervisor's lotter
12
from the Survey giving us our initial approval.
13
14 o and I'll hand you what has been narked
Ixhibit Threce and ask you to identify that and tell us what
15 ,
16 it is,
17 A Yes, sir. ‘Phis is thie Commissioner of
18 Public Lands initial apvroval for our unit arca anplication,
19 , . ]
0 You referred to somwe other acreage owners
20 ) i ) o .
and I believe they have 244 acres out of {he unit?
21
L Yes, sir.
22
23 0. Tnat is -- that is the north nalf norih-
24 east and the south half north nalf of Section 31.
25 I Yes, sir.
26 & Angd -
27 A Tract 7.
28 . . . . : 1 1
Q Tract 7, is it, by whom is that cwmned?
it
! M - o P T <
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iw FeTs owaed DU percent oy Poau 'roducing
Company and 50 poooeono Ly Uhe Dupoiion il Comdany .
L o Yol Jocuens e Thesa companios Lo

join in tone i v

fi Yos, sar, we Lave, and they have declineg.
QO Ioaand you whalbt os been maried as bBse

wibit Four, wwoe ictiers. lould you ideniisly thoso?

the Superior 0il Company declining support for our unit area.
vhey do not wvish to participate.

The Cctober 3th, 17480, lctter is from

Pogo Producing Company, stating that they wish to decline partj

jcipation in our unit area.

0, Mr. Lockhart, ¢o vou feel that Lhe unit

agreement will promote the prevention o uaste and protection

of correlative rights within the unit aroa?

A Yes, 1 do.
o Do yeu have Lything fortl 2» chat you -

MPB. JEMMTY ..: I have nothing further

of this witness.

CROSS pHAMINATICH
BY MR. NUTTER:

Q llow -- so actually what you will have

o Yos, sic, the Octoboer 2nd letter is from
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coption oF tha Ialoress arJoy Tie Tanea s ior Lraet?
. D, LY.
~ N .
VTLOTTHONTR . Ree Dhinve any Taether
cnestions of the wilnogs?
MDhL OTADRYIYA T e one,
CROSS TYAMTUATT O
Y MR. PADILTA:
n Mr. Tockhart, T notics Mr. Grahanm of

the Land Office indicated that he wanted the unit name changed
n Yas, sir. Tt initinlly was narmed the

Faves mit and we chanced i+ to Faves--Tiea Unait.,

sir,
MR, PARTLIILE: I hawve nothing further.

MR, JFRMNINGS: Mr. Lockhart, vere Ex-

ot
s
joa
| i
ct
0

T™wo, Three, and Four, are thev - are Lxhibits Two,
Three, and Four copies of correspondence which you received

in the regular course of lbusiness?
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RERTEIR
,,." .TT'jY""",'l ")"."' f‘jj’
1 ~iy e Y oo oneothine further
O3 th 1 VER S SE NI I } e 1 RV IS q(
CNLTIMHTIIR: M e fatt,

AR AN S

heino callad as a < itn~ss and baeoline Ity sworn unan hig oath,

DIPTCT TXAMINATYON

TYIRTI T YO
nT;.qu,\Iil\Ju:

o Tould ven state vour name and occunation
please, sir?

A Veg, I'm Jdohn Moffatt.

I'm emploved

as Exploration 'anager Tor Union 011 Comnanv of California

in the Midland, Texas, Dig

0 Me, Meffatt, have vou appeared hefore

N
)
i
1))
%
2
o
~
o
o
W
[
=
h
[
0
24
'

this Commission on »revious occasions
tions accepted?
A Yes, 1 have.
MR, JRMMITNGS:

Is that satisfactory, Mr.

Txaminer?

SRR
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v to what
nas been marked as Denibit Number Tive ond tell us what that
is and explain tnat exniibit, plcase.

& Fxhibit MNumber Pive is a structure con-
tour map contourced on top of the lower Morrow zona, and it
was constructed by C. L. Singletary, g=ologist under my super-
vision, using the seismic data that we have there in the area
and the well control in the vicinity c¢f the prroposed unit in
Township 21 South, Range 32 and 32 Last.

This structure may shows a structural

-~

nose plunging to the soutlicast as a continuation of the South
Salt Lake~Hat Mesa-Morrow Fields. We have acquired acreage
on this structural nose ané propose ¢ ¢rill in the northwest
guarter of Section 30.

The trap is envisicned as a porosity
pinchout on the nose., We have a series of HMorrow sands.
They are present down dip in the Brunson and McKnight No. 1
Leggett Well in Section 33 of 21 South, 33 rast. That is on
a cross section. It extends up through the Phillips YNo. 1

Eaves dry hole in Section 18 of the same township and into

the Brunson and McKnight No. 1 Hat Mesa producing well in the




ficld. It produces fran the Lpper and Middle Movrew fands,

Uhe line shown on the northwest part of
ciic unit there Ssoan opoer Porvow Sand corosity pinchout. It
s not fally Gefined 1y iLhe well control bt it is a nOstu~
lated trap based on the correlation of the sands, as will be
sheown on the next exhibitc, tic cross section.

“he water, gas/water contact is also
shown there in the unit, is also not well defined by the well
control. They have only the two wells to define the trap 'and
the Brunson and pcRnight lc. I Leggett itell produced gas with
considerable water from a test of one zone and produced water
from a series of other sands.

fo we are postulating, then, the trap
is an up dip porosity pinchout and it will have a cas/water
contact to the southcast.

0 Mr. Moffatt, in your opinion if this
well is successful, do vou think it's guite possible that the
entire unit area could ke prcductive?

R Yes, I do.

MR. NUTTER: Mr. Moffatt, I think Mr.
Lockhart mentioned the location of the well. Would vou repeat
that location, please?

A Yes. That location is in the -- is 1320

from the north line and 1980 from the west line of Section 30,
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1 € - - Rl ™
<3 Coutan, o :

Nask,

permitted by tac
fall right on the
have to be rnoved
330 -

nave to bhe

section line.

A

and 1930 from the

Diviginn,

SONe Glieanco

‘I"’s
and WiIYD oo YL 000 Tont Morron Logt,
AANPEEDE | SE A TIDD et and Tutn -
ERE LS R I oD AV U DTSN A
R, TR Mhiat Cacatieon conld rot be

Vel Maffaty, wocanse that would

cuavioer guariter section line, and it would

[

From #hat-.

Mow o he o standard locstion it would

a ninirpum of 230 feet from a quarter quarter

ould & location oF 1920 fyaor the north
wost be

2 osatisfactory location?

v
law

. NUTTER:  That would he a satisfacton

location, ves, sir, and that would enable vou to cdedicate -~
that would be standard for a dedication of either the west

nalf or the nortn

location.

to 1980.

A

on that -- prebably a

half,

211 r

bde

aht,

MR NUTTER: the 1980/1980

To the well,

All riaght, we will change the location

MR, RUTTER: That looks 1like that would

seismic shot point -—-

Tt is.

SEETE e




2 MR oprTmeen. - 100,

Vs P ot e vovy paay o ismie
o 4
: et mednl 100, Ss aTeon an She e
i
VML TS s My Coarasiasioner, wonld

wve pe allowed o anend our alication Yo Ehe now location?

yae Ty
: .. Tat

JTTER: . Thoe Yoo dhion wvas not specis

9 fied in the netice so you comld - veah, vour locaticn is free
10 as far as anv restriction ot +his time s concernad,
11 MR, TRININGS: Do vou have further cues-

12 tions at this time?

13

MR, WUTTIP: Mo, T was just Iinterrupting
on that location.

S 6 0 mnd as T understand it will be 1980 from
: 1

17 the north ard 1980 fror +he wast line of Sceation 30,

18 A, ves,

VOB e e rrme i v s

19 Q Mr, Maffatt, do vou feel tha+ the unit

: 20 agreement will nrevent waste and nrotect the corralative
! 21 rights of all parties concerned within the unit area?
22
A, Yes, T do.
o 23
. $ MR, JPMMINGT: T have no further cues-
i 24
tions at this time.
25
2% MR. WOUTTFR: Vere vou coino to go into

27 the cross section?

28 MR. JFENNINGE: Oh, veah, the cross sec-




1 14
2 tion. I was getting ahcad of myself,
N 3 Q Mr. Moffatt, refer to what has been

: marked as Exhibit Six, the cross section, and pleasce identify
6 that, and tcll ue what it shows?

= 7 A This is a northwest/southcast cross

é 8 section in the vicinity of the unit. Tt utilizes the only

T 9 well control that we have.

e 10 The well on the northwest is the Brunson

E? . 1 and Mcknight, and that's on the lefthand side of the cross
12 seccion, and it is productive from the Upper and Middle Morrow
ij Sands. The perforated intervals are shown in red and they:
s were not individually tested but the entire interval was per-
16 forated from 13,838 to 14,127 in selected intervals and was
17 completed for a calculated open flow of 3401 Mcf.
18 The next well in the center of the cross
19 section is the Phillips No. 1 Faves Unit in Section 18, 21 |
0 South, 33 fast. It has some Upper Morrow Sands thiat are in
2 the same general interval as the Brunson and MdKnight but the
iz lower portion of those sands in that Upper Morrow are currently
24 do not correlate with the producing interval in the Brunson
25 and McEnight.
26 A DST of the interval from 13,957 to
27 14,233 had water blanket to surface and flowed water at the
28, rate of 20 barrels per hour on the DST. They had no gas show
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on that.

Ve -- thig well is structirally lower on
these sands than our location in Section 30, and we do not
feel that these sands are continuous with the producing sands
in the liat Mesa Field. ¢o that is one of the objective zcnes.

The other zones are the Middle Morrow
Sands that are present in the Phillips Well but were not
tested.

The last well on the cross section is
the Brunson and McKnight in Section 30 of 21 South, 33 East,
and it is also structurally low to our unit. The sands were
tested in the Middle Morrow and were perforated from 14,542
to 741, and swabbed water from those zones with an estimated
10 Mcf, so thev did have some gas showvs.

Another zone was perforated in the
330 +o 354: had water and gas too small
to measure; and in the Upper Morrow Sand, the uppermost Morrow
sand was perforated and actually had a calculated open flow
of 5600 Mcf but rapidly went to water and the well was aban-
doned.

And I have no production actually re-
ported from the well, so it was immediately watered out after
~ompletion. And these sands will be present on the structural

nose to the north and should be structurally higher, and we
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16
anticirate., then, that we'll have a stratigraphic tran that
will be productive from the Morrow.

MR, NUTTI'R:  And you would be above the

water/oil -~ the gas/water contact?

A We'd be abcve the gas/water contact, ves
sir.

0 Mr. Moffatt, were Exhibits Five and Six

prepared by you or under your direction and supervision?
A Under my supervision, yes.

MR, JEMMINGS: We have nothing further
at this time.

MR. NUTTER: Are there any questions of
the witness? He may be excused.

DO you wish to offer your exhibits, Mr.
Jennings?

MR. JENNINGS: We offer the exhibits,

MR. NUTTER: Union Exhibits One through
Seven will be admitted in evidence.

Do you have anything further?

MR. JENNINGS: ©No, we have nothi
further.

MR. MUTTER: Does anyone have anything

they wish to offer in Case Number 705572 We'll take the case

under advisement.
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CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HERERY CERTIFY that

5 the foregoing Transcript of Hearing before the 0il Conserva-
6 tion Division was reported by me; that the said transcript

7 is a full, true, and correct record of the hearing, prepared

8 by me to the best of my ability.

10 6(\\\»4\ m.%ou?\. (tAax.

1
— 12

13

15

8

N
-l

8 B

s . - e e WIS . . s i A S A e




STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

POBT OFFICE BOX 2088
STATE LAND GFFICE BULDING

SANTA FE, NEW MEXICO 87501
a (S05) 827-2434
December 15, 1980 :
Re: CASE NO. S
Mr. James Jennings ORDER NO'___R_G;;Q_______.

Jennings, Christy & Copple
Attorneys at taw L '
Post OfFFice Box 1180 Applicant:
Roswell, New ilexico 88201
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- Dear Sir: - : —

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

JDR/fd

Copy of order also sent to:

Hobbs OCD
Artesia OCD
Aztec OCD

Qther ’ G ..




CERTIFICATION~-~-DETERMINATION

e seh

Pursuant to the authority vested in the Secretary of Interior, under
the act approved Frebruary 25, 1920, 41 Stat. 437, as amended, 30 U.S.C. secs.
181, et seq.,, and delegated to the 0il and Gas Supervisors of the Geological

Survey (33 F.R. 5812), I do hereby:

A. Approve the attached agreement for the development and operation

of the EAVES-LEA Unit Area,

State of NEW MEXICO .

B. Certify and determine that the unit plan of development and :

operation contemplated in the attached agreement is necessary and advisable in

the public interest for the purpose of more properly conserving the natural

resources. -

C. Certify and determine that the drilling, producing, rental,
minimum royalty, and royalty requirements of all Federal leases committed to

said agreement are hereby established, altered, changed, or revoked to conform

with the terms and conditions of this agreement. : 3

Dated .

0il and Gas Supervisor, United States Geological Survey

Contract Number‘
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UNIT AGREEMENT

FOR THE DEVELOPMENT AND OFPERATION

OF THE

EAVES-LEA UNIT AREA

COUNTY QOF LEA

STATE OF MEW MEXICO

NO.

THIS AGREEMENT entered into as of the 6th day of October, 1980, by and
between the parties subscribing, ratifying or consenting hereto, and herein
referred to as the "parties hereto".

WITNESSETH:

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

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U.S.C. Secs. 181 et seq., authorized Federal lessees and their
representatives to unite with each other, or jointly or separately with others,
in collectively adopting and operating a cooperative or unit plan of develop-
ment or operations of any oil or gas pool, field, or like area, or any part
therecf for the purpose of more properly conserving the natural resources
thereof whenever determined and certified by the Secretary of the Interior
to be necessary or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes 1953
Annotated) to consent to or approve this agreement on behalf of the State of
New Mexico, insofar as it covers and includes lands and mineral interests of
the State of New Mexico; and

WHEREAS, the 0il Conservation Division of the Energy and Minerals Depart-
ment of the State of New Mexico is authorized by an Act of the Legislature
(Article 3, Chapter 65, Vol. 9, Part 2, 1953 Statutes) to approve this agree-
ment and the conservation provisions herecf; and

WHEREAS, the parties hereto hold sufficient interssts in the Eaves-Lea
Unit Area covering the land hereinafter described to give reasonably effective

control of operations therein; and




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

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

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February 25,
1920, as amended, supra, and all valid pertinent regulations, including operat-
ing and unit plan regulations, heretofore issued thereunder or valid, pertinent
and reasonable regulations hereafter issued thereunder are accepted and made a
part of this agreement as to Federal lands, provided such regulations are not
inconsistent with the terms of this agreement; and as to non-Federal lands, the
0il and gas operating requlations 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 which the non~Federal land is located, are
hereby accepted and made a part of this agreement.

2. UNIT AREA. The area specified on the map attached hereto marked
Exhibit "A" is hereby designated and recognized as constituting the unit area,
céntaining 2,209.17 acres, more or less.

Exhibit "A" shows, in addition to the boundary of the unit area, the
boundaries and identity of tracts and leases in said area to the extent known
to the Unit Operator. Exhibit "B" attached hereto is a schedule showing to
the extent known to the Unit Operator the acreage, percentage, and kind of
ownership of o0il and gas interests in all land in the unit area. However,
nothing herein or in said schedule or map shall be construed as a representa-
tion by any party hereto as to the ownership of any interest other than such
interest or interests as are shown in said map or schedule as owned by such
party. Exhibits "A" and "B"” shall be revised by the Unit Operator whenever
changes in the unit area render such revision necessary, or when requested py
the 0il and Gas Supervisor, hereinafter referred to as "Supervisor", or when

requested by the Commissioner of Public Lands of the State of New Mexico,
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hereinafter referred to as "Commissioner", and not less than five copies of
the revised exhibits shall be filed with the Supervisor, and two copies
thereof shall be filed with the Commissioner, and one copy with the New Mexico
0il Conservation Division, hereinafter referred to as "Commissicn".

The above-described unit area shall when practicable be expanded to
include therein any additional lands or shall be contracted to exclude lands
whenever such expansion or contraction is deemed to be necessary or advisable
to conform with the purposes of this agreement. 3Such expansion or contraction
shall be effected in the following manner:

(a) Unit Operator, on its own motion or on demand of the Director of the

Geological Survey, hereinafter referred to as "Director”, or on demand of the

Commissioner, after preliminary concurrence by the Director and the Commissioner,

shall prepare a notice of proposed expansion or contraction describing the con-
templated changes in the boundaries of the unit area, the reasons therefor, and
the proposed effective date thereof, preferably the first day of a month subse-~
quent to the date of notice.

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

{c) Upon expiration of the 30-day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor, the Commissioner and
the Commission evidence of mailing of the notice of expansion or contraction
and a copy of any objectioas thereto which have been filed with the Unit Oper-
ator, tcgether with an application in sufficient number, for approval of such
expansion or contraction and with appropriate joinders.

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

(e) BAll legal subdivisions of lands (i.e., 40 acres by Government

survey or its nearest lot or tract equivalent; in instances of irregular

P




surveys unusually large lots or tracts shall be considered in multiples of 40
acres or the nearest aliquot eguivalent thereof), no parts of which are
entitled to be in a participating area on or before the fifth anniversary of
the effective date of the first initial participating area established under
this unit agreement, shall be eliminatcd automatically from this agreement,
effective as of said fifth enniversary, and such lands shall no longer be a
part of the unit area and shall no longer be subject to this agreement, unless
diligent drilling operations are in progress on unitized lands not entitled to
participation on said fifth anniversary, in which event all such lands shall
remain subject heretc so long as such drilling operations are continued
diligently with not more than 90 days time elapsing between the completion of
one well and the commencement of the next well. All legal subdivisions of
lands not entitled to be in a participating area within 10 years after the
effective date of the first initial participating area approved under this
agreement shall bes automatically eliminated from this agreement as of said
tenth anniversary. All lands proved productive by diligent drilling operations
after the aforesaid 5-year period shall become participating in the same manner
as during said 5-year period. However, when such diligent drilling operations
cease, all nonparticipating lands shall be automatically eliminated effective
as of the 91lst day thereafter. The Unit Operator shall, within 90 days after
the effective date of any elimination hereunder, describe the area so
eliminated to the satisfaction of the Supervisor and the Commissioner, and
promptly notify all parties in interest.

I1f conditions warrant extension of the five and ten-year periods specified
in this subsecticn 2(e), an extension of such periods may be accomplished by
consent of the owners of 90% of the current unitized working interests and 60%
of the>current unitized basic royalty interests (exclusive of the basic royalty
interests of the United States), on a total-nonparticipating acreage basis,
respectively, with approval of the Director and Commissioner not later than 60
days prior to the expiration of said five-year or ten-year periods.

Any expansion of the unit area pursuant to this section which embraces

lands theretofore eliminated pursuant to this subsection 2(e) shall not be

considered automatic commitment or recommitment of such lands.
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3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this
agreement shall constitute land referred to herein as "unitized land" or
"land subject to this agreement". All oil and gas in and produced from the i
hereinabove specified lands committed to this agreement are herein called
"unitized substances”.

4. UNIT OPERATOR. Union 0il Company of California is hereby designated
as Unit Operator and by signature hereto as Unit Operator agrees and consents
to accept the duties and obligations of Unit Operator for the discovery,
development and production of unitized substances as herein provided. Whenever
reference is made 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
an interest is owned by it.

S. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have
the right to resign at any time prior to the establishment of a participating
area or areas hereunder, but such resignation shall not become effective so
as to release Unit Operator from the duties and obligations of Unit Operator
and terminate Unit Operator’s rights as such for a period of & menths after
notice of intention to resign has been served by Unit Operator on all working
interest owners and the Supervisor, the Commissioner and the Commission, and
until all wells then drilled hereunder are placed in a satisfactory condition
for suspension or abandonment whichever is reguired by the Supervisor as to
Federal lands and by the Commissioner as to State and privately owned 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 expiration of said period.

Unit Operator shall have the right to resign in like manner and subject
to like limitations as above provided at any time a participating area

established hereunder is in existence, but, in all instances of resignation
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or removal, until a successor Unit Operator is selected and approved as herein-
after provided, the working interest owners shall be jointly responsible for
performance of the duties of Unit Operator, and shall, not later than 30 days
before such resignation or removal becomes effective, appoint a common agent

to represent them in any action to be taken hereunder.

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

The Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, ke subject to remcval by the same percentage
vote of the owners of working interests as herein provided@ for the selection
of a new Unit Operator. Such removal shall be effective upon notice thereof
to the Supervisor and the Commissicner.

The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title or interest as the owner of a working interest
or other interest in unitized substances, but upon the resignation or removal
of Unit Operator becoming effective, such Uni£ Operator shall deliver posses-
sion of all wells, equipment, materials and appurtenances used in conducting
the unit operations to the new duly qualified successor Unit Operator or to
the common agent, if no such new Unit Operator is elected, to be used for the
purpose of conducting unit operations hereunder. Nothing herein shall be
construed as authorizing removal of any material, equipment ana appurtenances
needed for the prese on of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender
his or its resignation as Unit Operator or shall be removed as hereinabove
provided, or a change of Unit Operator is negotiated by working interest
owners, the owners of the working interests in the participating area or
areas according to their tespective acreage interests in such participating
area or areas, or, until a participating area shall have been established,
the owners of the working interests according to their respective acreage
interests in all unitized land, shall by majority wvote select a successor

Unit Operator: Provided, That, if a majority but less than 75 percent of

the working intsrests qualified to vote are owned by one party to this




agreement, a concurring vote of one or more additional working interest owners
shall be reéuired to select a new 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 Supervisor and the
Commissioner.

If no successor Unit Operator is selected and qualified as herein provided,

the Director and Commissioner at their election may declare this unit agreement
terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Oper-
ator is not the sole owner of working interest, costs and expenses incurred by
Unit Operator in conducting unit operations hereunder shall be paid and appor-
tioned among and borne by the owners of working interests, all in accordance
with the agreement or agreements entered into by and between the Unit Operator
and the awners of working interests, whether one or more, separately or
collectively. Any agreement or agreements entered into between the working
interest owners and the Unit Operator as provided in this section, whether one
or more, are nerein referred to as the "unit operating agreement™. Such unit
operating agreement shall also provide the manner in which the working_interest
~owners shall be entitled to receive their respective proportionate and allocated
share of the benefits accruing hereto in conformity with their underlying oper-
ating agreements, leases orx other independent contracts, and such other rights
and obligations as between Unit Operator and the working interest owners as may
be agreed upon by Unit Operator and the working interest owners; however, no

such unit operating agreement shall be deemed either to modify any of the terms

and conditions of this unit agreement or to relieve the Unit Operator of any
right or obligation established under this unit agreement, and in case of any
inconsistency or conflict between this unit agreement and the unit operating
agreement, this unit agreement shall govern. Three true copies of any unit

operating agreement executed pursuant to this section should be filed with

the Supervisor and two true copies with the Commissioner and one true copy

“ : with the Commission, prior to approval of this unit agreement.




8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifi-
cally provided herein, the exclusive right, privilege, and duty of exercising
any and all rights of the parties hereto which are necessary or ccnvenient for
prospecting for, producing, storing, allocating, and distributing the unitized
substances are hereby delegated to and shall be exercised by the Unit Operator
as herein provided. Acceptable evidence of title to said rights shall be
deposited with said Unit Operator and, together with this agreement, shall
constitute and define the rights, privileges, and obligations of Unit Operator.
Nothing herein, however, shall be construed to transfer title to any land or tc
any lease or operating agreenent, it being understood that under this agreement
the Unit Operator, in its capacity as Unit Operator, shall exercise the rightg
of possession and use vested in the parties hereto only for the purposes herein
specified.

9. DRILLING TO DISCOVERY. Within 6 months after the effective date here-
of, the Unit Operator shall begin to drill an adequate test well at a location
approved by the Supervisor, if on Federal land, or by the Commissioner if on
State land, or by the Commission if on fee land, unless on such effective date
a well is being drilled conformably with the terms hereof, and thereafter
continue such drilling diligently until the Morrow formation has been tested
or until at a lesser depth unitized substances shall be discovered which can
be produced in paying quantities (to-wit: gquantities ;ufficient to repay the
costs of drilling, completing, and producing operations, with a reasonable
profit) or the Unit Operator shall at any time establish to the satisfaction
of the Supervisor if located on Federal lands, or the Commissioner if located
on State lands, or the Commission if located on fee lands, that further drill-
ing of said well would be unwarranted or impracticable, provided, however, that
Unit Operator shall not in any évent be required to drill said well to a depth
in excess of %4,850 feet. Until the discovery of a deposit of unitized sub-
stances capable of being produced in paying quantities, the Unit Operator shall
continue drilling one well at a time, allowing not more than 6 months between
the completion of one well and the beginning of the next well, until a well
capable of producing uni;ized substances in paying quantities is completed to

the satisfaction of said Supervisor if on Federal land, or the Commissioner if




on State land, or the Commissicn if on fee land, or until it is reasonably proved

that the unitized land is incapable of producing unitized substances in paying

It A

- quantities in the formations drilled hereunder. Nothing in this section shall be
F deemed to limit the right of the Unit Operator to resign as provided in Section 5
hereof, or as requiring Unit Operator to commence or continuc any drilling during
the period pending such resignation becoming effective in order to comply with
the requirements of this section. The Supervisor and Commissioner may modify
- : the drilling requirements of this section by granting reasonable extensions of
time when, in their opinion, such action is warranted. Upon failure to commence
any well provided for in this section within the time allowed, including any
é extension of time granted by the Supervisor and the Commissioner, this agreement
will automatically terminate; upon failure to continue drilling diligently any
;>' ; well commenced hereunder, the Supervisor and Commissioner may, after 15 days
o notice to the Unit Operator, declare this unit agreement terminated.
>'lff 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months after com—
pletion of a well capable of producing unitized substances in paying quantities,
the Unit Operator shall submit for the approval of the Supervisor, the Commis-
sioner, and the Commission an acceptable plan of development and operation for
proved by the Supervisor
the Commission, shall constitute the further drilling and operating obligations

~of the Unit Operator under this agreement for the period specified therein.

Thereafter, from time to time before the expiration of any existing plan, the
Unit Operator shall submit for the approval of the Supervisor, the Commissioner,
and the Commission a plan for an additional specified period for the development
and operation of the unitized land.

Any plan submitted pursuant to this section chall provide for the explora-

tion of the unitized area and for the diligent drilling necessary for determin-

ation of the area or areas thereof capable of producing unitized substances in

paying quantities in each and every productive formation and shall be as complete
and adequate as the Supervisor, the Commissioner, and the Commission may deter-
mine to be necessary for the timely development and proper conservation of the
oil and gas resources of the unitized area and shall:

(a) specify the number and locations of any wells to be drilled

and the proposed crder and time for such drilling; and




’

{b) to the extent practicable, specify the operating practices
regarded a. necessaxry and advisable for proper conservation
of natural resources.
Separate plans may be submitted for separate productive zones, subject to the
| approval of the Supervisor, the Commissioner and the Commission.
Plans shall be modified or supplemented when necessary to meet changed

conditions or to protect the interests of all parties to this agreement.

Reasonable diligence shall be exercised in complying with the obligations of
the approved plan of development. The Supervisor and Commissioner are author-
ized to grant a reasonable extension of the 6-month period herein prescribed
for submission of an initial pilan of development where such action is justified

because of unusual conditions or circumstances. After completion hereunder of

a well capable of producing any unitized substances in paying quantities, no
further wells, except such as may be necessary to afford protection against
operations not under this agreement and such as may be specifically approved
by the Supervisor and the Commissioner, shall be drilled except in accordance
with a plan of development approved as herein provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of

producing unitized substances in payving quantities or as soon thereafter ag

required by the Supervisor and Commissioner, the Unit Operator shall submit
for approval by the Supervisor, the Commissioner, and the Commission, a sched-
ule, based on subdivisions of the public land survey or aliquot parts thereof,
of all land then regarded as reasonably proved to be productive in paying

quantities; all lands in said schedule on approval of the Supervisor, the

Commissioner, and the Commission, to constitute a participating area, effective
as of the date of completion of such well or the sffective date of this unit
agreement, whichever is later. The acreages of both Federal and non-Federal
lands shall be based upon appropriate computations from the courses and
distances shown on the last approved public land survey as of the effective

date of each initial participating area. 35aid schedule shall also set forth

the percentage of unitized substances to be allocated as herein provided to

each tract in the participating area so established, and shall govern the

allocation of production commencing with the effective date of the participating

-10-
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ar=a. A separate participating area shall be established for each separate pool
or deposit of unitized substances or for any group thereof which is produced as

a single pocl or zone, and any two or more participating areas so established

may be combined into cone, on approval of the Supervisor, the Commissioner, and
the Commission. When production from two or more participating areas, so estab-
lished, is subsequently found to be from a common pool or deposit said partici-
pating areas shall be combined into one effective as of such appropriate date as
may be approved or prescribed by the Supervisor, the Commissioner, and the Com-
mission. The participating area or areas so established shall be revised from
time to time, subject to like approval, to include additional land then regarded
as reasonably proved to be productive in paying quantities or necessary for unit
operations, or tc exclude land then regarded as reascnably proved not to be
productive in paying quantities and the schedule of allocation percentages shall
be revised accordingly. The effective date of any revision shall be the first
day of the month in which is obtained the knowledge or information on which such
revision is predicated, provided, however, that a more appropriate effective date
may be uvsed if justified by the Unit Operator and approved by the Supervisor, the
Commissioner, and the Commission. No land shall be excluded from a participating
area on account of depletion of the unitized substances, except that any partici=

pating area established under the provisions of this unit agreement shall termin-~

-ate automatically whenever all completions in the formation con which the partici-

pating area is based are abandconed.

It is the intent of this section that a participating area shall represent
the area known or reasonably estimated to be productive in paying quantities,
but, regardless of any revision of the participating area, nothing herein con-
taiqed shall be construed as requiring any retroactive adjustment for production
obtained prior to the effective date of the revisicn of the participating area.

In the absence of agreement at any time between the Unit Operator and the
Supervisor, the Commissioner, and the Commission as to the proper definition or
redefinition of a participating area, or until a participating area has, or
areas have, been established as provided herein, the portion of all paymants

affected thereby shall be impounded in a manner mutually acceptable to the owners

-11-~



of working interests and the Supervisor, the Commissioner, and the Commission.
Royalties due the United States and the State of New Mexico, which shall be
determined by the Supervisor for Federal land and the Commissioner for State
land &nd the amount therecf shall be deposited, as directed by the Supervisor
and Commissioner respectively, to be held as unearned money until a participat-
ing area is finall§ approved and then applied as earned or returned in accord-
ance with a determination of the sum due as Federal and State royalty on the
basis of such approved participating area.

Whenever it is determined, subject to the approval of the Supervisor as to
wells drilled cn Federal land and of the Commissioner as to wells drilled on
State land, that a well drillied under this agreement is not capable of production
in paying quantities and inclusion of the land on which it is situated in a parti-
cipating area is unwarranted, production from such well shall, for all purposes
of settlement among all parties other than working interest owners, be allocated
to the land on which the well is located unless such land is already within the
participating area established for the pool or deposit from which such production
is obtained. Settlement for working interest benefits from such a well shall be
made as provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTION. All unitized substances produced f£frem each

participating area established under this agreement, except any part thereof

used in conformity with good operating practices within the unitized area for

drilling, operating, camp and other production or development purposes, for
repressuring or recycling in accordance with a plan of develcpment approved by
the Supervisor, the Commissioner, and the Commission, or unavoidably lost, shall
be deemed to be produced equally on an acreage basis from the several tracts of
unitized land of the participating area established for such production and,

for the purpose of determining any benefits accruing under this agreement,

each such tract of unitized land shall have allocated to it such percentage of
said production as the number of acres of such tract included in said partici-
pating area bears to the total acres of unitized land in said participating area,
except that allocation of production hereunder for purposes other than for settle-
ment of the royalty, overriding royalty, or payment out of production obligations

of the respective working interest owners, shall be on the basis prescribed in the

-12-




unit operating agreement whether in conformity with the basis of allocation
herein set forth or otherwise. It is hereby agreed that production of unitized
substances from a participating area shall be allocated as provided herein
regardless of whether any wells are drilled on any particular part ox tract of
said participating area. If any gas produced from one participating area is
used for repressuring or recycling purposes in another participating area, the
first gas withdrawn from such last mentioned participating area for sale during
the life of this agreement shall be considered to be the gas so transferred
until an amount equal to that transferred shall be so produced@ for sale and
such gas shall be allocated to the participatiné area from which initially
produced as such area was last defined at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS.

Any party herets owning & controlling the working interest in any unitized
land having theraon a regular well location may with the approval of the Super-
visor as to Federal land, the Commissioner as to State land and the Commission
as to privately owned land, at such party's sole risk, cost and expense, drill
a well to test any formation for which a participating area has not been estab-
lished or to test any formation for which a participating area has been estab-
lished if such location is not within said participating area, unless within 90
days of receipt of notice from said party of his intention to drill the well
‘the Unit Operator elects and commences to drill such a well in like manner as
other wells are drilled by the Unit Operator under this agreement.

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

If any well drilled as aforesaid by a working interest owner obtains produc-
tion in quantities insufficient to justify the inclusion of the land upon which
such well is situated in a participating area, such well may be operated and
praduced by the party drilling the same subject to the conservation requirements
of this agreeﬁent. The royalties in amount or value of production from any such

well shall be paid as specified in the underlying lease and agreements affected.
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14. ROYALTY SETTLEMENT. The United States and any State and any royalty
owner who is entitled to take in xind a share of the substances now unitized
hereunder shall hereafter be entitled to the right to take in kind its share
of the unitized substances, and the Unit Operator, or the working interest owner
in case of the operation of a well by a working interest owner as herein provided
for in special cases, shall mak=z deliveries of such royalty share taken in kind
in conformity with the applicable contracts, laws and regulations. Settlement
for royalty interest not taken in kind shall be made by working interest owners
responsible therefor under existing contracts, laws and regulations, or by the
Unit Operator, on or before the last day of each month for unitized substances
produced during the preceding calendar month; provided, however, that nothing
herein contained shall operate to relieve the lessees of any land from their
respective lease obligations for the payment of any royalties due under their
leases.

If gas obtained from lands not subject to this agreement is introduced into
any participating area hereunder, for use in repressuring, stimulation of pro-
duction, or increasing ultimate recovery, in conformity with a plan of operations
approved by the Supervisor, the Commissioner, and Commission, a like amount of
gas, after settlement as herein provided for any gas transferred from any other

participating area and with appropriate deduction for loss from any cause, may

be withdrawn from the formation in which the gas is introduced, royalty free as

to dry gas, but not as to any products which may be extracted therefrom;

provided that such withdrawal shall be at such time as may be provided in the
approved plan of operations or as may otherwise be consented to by the Supervisor,
the Commissioner and Commission as conforming to good petroleum engineering
practice; and provided further that such right of withdrawal shall terminate on
the termination of this unit agreement.

Royalty due the United States shall be gomputed as provided in the operating
regulations and paid in value or delivered in kind as to all unitized substances
on the basis of the amounts thereof allocated to unitized Federal land as pro-
vided herein at the rate specified in the respective Federal leases, or at such
lower rate or rates as may be authorized by law or regulaticn; provided, that for
leases on which the royalty rate depends on the daily average production per well,

said average production shall be determined in accordance with the operating
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regulations as though each participating area were a single consolidated lease.

Royalty due or: account of State lands shall be computed and paid on the
basis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royealties due on leases committed
hereto shall be paid by working interest cowners responsible therefor under exist-
ing contracts, laws and reaulations, provided that nothing herein contained shall
operate to relieve the lessees of any land from their respective lease obligations
L . for the payment of any rental or minimum royalty due under their leases. Rental
or minimum rcyalty for lands of the United States subject to this agreement shall
Eb _ j be paid at the rate specified in the respective leases from the United States

unless such rental or minimum royalty is waived, suspended or reduced by law or

a2 v

by approval of the Secretary or his duly authorized representative.

Rentals on State of New Mexico lands subject to this agreement shall be paid

at the rates specified in the respective leases.
With respect to any lease on non-Federal land containing provisions which

would terminate such lease unless drilling operations are commenced upon the

land covered thereby within the time therein specified or rentals are paid for
the privilege of deferring such drilling operations, the rentals requi-ed thereby
shall, notwithstanding any other provisions of this agreement, be deemed to accr..
~nd become payable during the term thereof as extended by this agreement and until
the required drilling operations are commenced upon the land covered thereby or
until some portion of such land is included within a participating area.

16. CONSERVATION. Operations hereunder and production of unitized substanrces
shall be conducted to provide for the most economical and efficient recovery of

said substances without waste, as defined by or pursuant to State or Federal laws

or requlations.

17. DRAINAGE. The Unit Operator shall take such measures as the Supervisor
and Commissioner deem appropriate and adequate to prevent drainage of unitized
csubstances from unitized land by wells on land not subject to this agreament.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions and
provisions of all leases, subleases and other contracts relating to exploration,
drilling, development or operations for oil or gas on lands committed to this

agreement are hereby expressly modified and amended to the extent necessary to
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make the same conform to the provisions hereof, but otherwise to remain in full
force and effect; and the parties hereto hereby consent that the Secretary as
o to Federal leases and the Commissioner as to State leases shall and each by his i
approval hereof, or by the approval hereof by their duly authorized representa-
tives, do hereby establish, alter, change or revoke the dxilling, producing,
rental, minimum royalty and royalty requirements of Federal and State leases
3 committed hereto and the regulations in respect thereto to conform said require-~
ments to the provisions of this agreement, and, without limiting the generality
of the foregoing, all leases, subleases, and contracts are particularly modified
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 separately owned

tract subject to this agreement, regardless of whether there is any develop-
ment of any particular tract of the unit area.

(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 reason of failure to drill or produce wells situated
on the land therein embraced.

{c} Suspension of drilling or producing cperations on all unitized lands
pursuant to direction or consent of the Secretary and Commissioner or their
duly authorized representatives shall be deemed to constitute such suspen-
sion pursuant to such direction or consent as to each and every tract of

unitized land. A suspension of drilling or producing operations limited

to specified lands shall be applicable only to such lands.

(d) Each lease, sublease or contract relating to the exploration, drilling,
development or operation for oil or gas of lands other than those of the
United States or State of New Mexico committed to this agreement, which,

by its terms might expire prior to the termination of this ayreement, is
hereby 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 agree-

ment.




(e) Any Federal lease for a fixed term of twenty (20) years or any renewal
hereof or any part of such lease which is made subject to this agreement
shall continue in force beyond the term provided therein until]l the termina-~
tion hereof. Any other Federal lease committed hereto shall continue in
force beyond the term so provided therein or>by law as to the land committed
so long as such lease remains subject hereto, provided that production is
had in paying quantities under this unit agreement prior to the expiration
date of the term of such lease, or in the event actual drilling operations
are commenced on unitized lands, in accordance with the provisions of this
agreement, prior to the end of the primary term of such lease and are being
diligently prosecuted at that time, such lease shall be extended for two
years and so long thereafter as o0il or gas is produced in paying quantities
in accordance with the provisions of the Mineral Leasing Act Revision of
1960.

{(f) Each sublease or contract relating to the operation and development

of unitized substances from lands of the United States committed to this
agreement, which by its terms would expire prior to the time at which the
underlying lease, as extended by the immediately preceding paragranh, will
expire, is hereby 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 the underxlying lease as such term is herein extended.

(g) Any lease embracing lands of the State of New Mexico which is made
subject to this agreement, shall continue in force beyond the term provided
therein as to the lands committed hereto until the termination hereof,
subject to the provisions of subsection (e) of Section 2 and subsection (i)
of this Section 18.

(h) The segregation of any Federal lease ccmmitted to this agreement is
governed by the following provisions in the fourth paragraph of Sec. 17(3)
of the Mineral Leasing Act, as amended by the Act of September 2, 1960

(74 stat. 781-784): "Any (¥ederal) lease heretofore or hereafter committed
to any such (unit) plan embracing lands that are in part within and in part
ocutside of the area covered by any such plan shall be segregated into
separate leases as to the lands committed and the lands not committed as

of the effective date of unitization: Provided, however, That any such




lease as to the nonunitized portion shall continue in force and effect for
: the term thereof but for not less than two years from the date of such
segregation and so long thereafier as oil) or gas is produced in paying
quantities”.
(i} Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto, shall be segregated as to the portion
comitted and the portion not committed, and the provisions of such lease
shall apply separately to such segregated portions commencing as of the
effective date hereof; provided, howaver, notwithstanding any of the
provisions of this agreement to the contrary any lease embracing lands of
the State of New Mexico having only a portion of its lands committed hereto
shall continﬁe in full force and effect beyond the term provided therein as
to all lands embraced in such lease, if oil or gas is discovered and is
capable of being produced in paying quantities froa some part of the lands
embraced in such lease at the expiration of the secondary term of such lease:
or if, at the expiration of the secondary term, the lessee or Unit Operator
is then engaged in bona fide drilling or reworking operations on some part
of the lands embraced in such lease, the same, as to all lands embraced
therein, shall remain in full force and effect so long as such operations
are being diligently prosecuted, and if they result in the production of
0il or gas, said lease shall continue in full force and effect as to all
of the lands embraced therein, so long thersafter as oil or gas in paying
quantities is being produced f:om any portion of said lands.
{3) Any lease, other than a Federal lease, having only a portion of its
lands committed hereto shall be segregated as to the portion committed and
the portion not committed, and the provisions of such lease shall apply
separately to such segregated portions commencing as of the effective date
hereof. In the event any such lease provides for a lump sum rental payment,

s

such payment shall be prorated between the portions so segregated in propor-

tion to the acreage of the respective tracts.
19. COVENANTS RUN WITE LAND. The covenants herein shall be construed to

be covenants running with the land with respect to the interest of the parties
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nereto and their successcrs in interest until this agreement terminates, and
£ any grant, transfer, or conveyance of interest in land or leases subject hereto
o shall be and hereby is conditioned upon the assumption of all privileges and
obligations herzunder by the grantee, transferee or othei successor in interest.
No assignment or transfer of any working interest, royalty, or other 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.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon

; approval by the Secretary and Commissioﬁer. or their duly authorized represent-

i atives and shall terminate five (5) years from said effective date unless:
{(a) such date of expiration is extended by the Director and Commissioner,
or
(b) It is reasonably determined prior to the expiration of the fixed term
or any extension thereof that the unitized land is incapable of production
of unitized substances in paying quantities in the formations tested here- -
under and after notice of intention to terminate the agreement on such
ground is given by the Unit Operator to all parties in interest at their

- last known addresses, the agreement is terminated with the approval of the
Supervisor and the Commissioner, or
(c) a wvaluable discovery of unitized substances has been made or accepted
on unitized land during said initial term or any extension thereof, in
which event the agreement shall remain in effect for such term and so long

as unitized substances can be produced in guantities sufficient to pay for

the cost of producing same from wells on unitized land within any partici-

pating area established hereunder and, should production cease, so long

thereafter as diligent operations are in progress for the restoration of

production or discovery of new production and so long thereafter as unitized

substances so discovered can be produced as aforesaid, or
(d) it is terminated as heretofore provided in this agreement. This
agreément may be terminated at any time by not less than 75 per centum,

on an acreage basis, of the working interest owners signatory nereto,

with the approval of the Supervisor and Commissioner; notice of any such

approval to be given by the Unit Operator to all parties hereto.
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21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Director is
hereby vested with authority to alter or modify from time to time in his
discretion the quantity and rate of production under this agreement when such
quantity and rate is not fixed pursuant to Federal or State law or does not
conform to any statewide voluntary conservation or allocation program, which
is established, recognized and generally adhered to by the majority of opera-
tors in such State, such authority being hereby iimited to alteration or
modification in the public interest, the purpose thereof and the puablic interest
to be served thereby to be stated in the order of alteration or modification.
Without regard to the foregoing, the Director is alsc hereby vested with
authority to alter or modify from time to time in his discretion the rate of
prospecting and development and the quantity and rate of production under this
agreement when such alteration or modification is in the interest of attaining
the conservation objectives stated in this agreement and is not in violation
of any applicable Federal or State law; provided, further, that no such alter-
ation or modification shall be effective as to any land of the State of
New Mexico, as to the rate of prospecting and developing in the absence of the
specific wri;ten approval thereof by the Commissioner and as to any lands of
the State of dew Mexico or privately owned lands subiect to this agreement as

tc the quantity and rate of production in the absence of specific written

approval thereof by the Commission.

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

22. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working
interest owners nor any of them shall be subject to any forfeiture, termination
or expiration of any ;ights 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 provision thereof to the extent that
the Unit Operator, working interest owners or any of them are hindered, delayed
or prevented from complying therewith by reason of failure of the Unit Operator
to obtain in the exercise of due diligence, the concurrence of proper represent-

atives of the United States and proper representatives of the State of New Mexico
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in and about any mat:ers ox things concerning which it is required herein that
such concurrence be obtained. The parties nereto, including the Commission,
agree that all powers and authority vested in the Commission in and by any
provisions of this agreement are vested in the Commission and shall be exercised
by it pursuant to the provisions of the laws of the State of New Mexico and sub-
ject in any case to appeal or judicial review as may now or hereafter be provided
by the laws of the State of New Mexico.

23. APPEARANCES. Unit Operator shall, after notice to other parties affected,
have the right to appear for and on behalf of any and all interests affected here-~
by before the Department of the Interior, the Commissioner of Public Lands of the
State of New Mexico and the New Mexico 0il Conservation Division and to appeal
from orders issued under the regulations of said Department, the Commission, or
Conmissioner or to apply for relief from any of said regulations or in any proceed-
ings relative to operations before the Department of the Interior, the Commissioner,
or Commission, or any other legally constituted authority; provided, however, that
any other interested party shall also have the right at his own expense to be heard
in any such proceeding.

24, NO?ICES. All notices, demands or statements required hereunder to be
given or rendered to the parties hereto shall be deemed fully given if given in
writing and personally delivered to the party or sent by postpaid registered or
certified mail, addressed to such party or parties at their respective addresses
‘set forth in connection with the signatures hereto or to the ratification or
consent hereof or to such other address as any such party may have furnished in
writing to party sending the notice, demand or statement.

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained shall
be construed as a waiver by any party hereto of the right to assert any legal or
constitutional right or defense as to the validity or invalidity of any law of
the State wherein said unitized lands are located, or of the United States, or
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.

26. UNAVOIDABLE DELAY. Al; obligations under this agreement requiriag
the Unit Operator to commence or continue drilling or to operate on or produce

unitized substances from any of the lands covered by this agreement shall be
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suspended while the Unit Operator, despite the exercise of due care and diligence,
is prevented from complying with such obligations, in whole or in part, by strikes,
Y acts of God, Federal, State or municipal law or agencies, unavoidable accidents,
uncontrollable delays in transportaticn, inability to obtain necessary materials

in open market, or other matters beyond the reasonable control of the Unit Operator

whether similar to matters herein enumerated or not.. No unit obligation which is

o

suspended under this section shall become due less than thirty (30) days after it

has been determined that the suspension is no longer applicable. Determination of

A et dit

; | creditable "Unavoidable Delay" time shall be made by the Unit Operator subject to
approval of the Supervisor and Commissioner.

27. NONDISCRIMINATION. In connection with the performance of work under this
agreement, the operator agrees to comply with all of the provisions of Section 202
(1) to (7) inclusive of Executive Order 11246 (30 FP.R. 12319), as amended, which
are hereby incorporated by reference in this agreement.

28. LOSS OF TITLE. 1In the event title to any tract of unitized land shall
fail and the true owner cannot be induced to join in this unit agreement, such
tract shall be automatically regarded as not committed hereto and there shall be
such readjustment of future costs and benefits as may be required on account of
the loss of such title. In the event of a dispute as to title to any royalty,
working interest or other interests subject thereto, payment or delivery on

.account thereof may be withheld without liability for interest until the dispute

is finally settled; providéd, that, as to Federal and State land or leases, no
payments of funds due the United States or State of New Mexico should be withheld,
but such funds of the United States shall be deposited as directed by the Super-
visor and such funds of the State of New Mexico shall be deposited as directed
by the Commissioner to be held as unearned money pending final settlement of the
title dispute, and then applied as earned or returned in accordance with such
final settlement.

Unit Operator as such is relieved from any responsibility for any defect or
failure of any title hereunder.

29. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial
interest in a tract within the unit area fails or refuses to subscribe or consent

to this agreement, the owner of the working interest in that tract may withdraw
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said tract from this agreement by written notice delivered to the Supervisor and
the Commissioner and the Unit Operator prior to the approval of this agreement by
the Supervisor and Commissioner. Any oil or gas interests in lands within the
unit area not committed hereto prior to submission of this agreement for final
apéroval may thereafter be committed hereto by the owner or cowriers thereof
subscribing or consenting to this agreement, and, if the interest is a working
interest, by the owner of such interest also subscribing to the unit operating
agreement. After operations are commenced hereunder, the right of subsequent
joinder, as provided in this section, by a working interest owner is subject to
such requirements or approvals, if any, pertaining to such joinder, as may be
provided for in the unit operating agreement. After final approval hereof,
joinder by a non-working interest owner must be consented to in writing by the
working interest owner committed hereto and responsible for the payment of any
benefits that may accrue hereunder in behalf of such non-working interest. A
non-working interest may not be committed to this unit agreement unless the
corresponding working interest is committed hereto. Joinder to ‘“he unit agree-
ment by a working interest owner, at any time, must be accompanied by appropriate
joinder to the unit operating agreement, if more than one committed working
interest owner is involved, in order for the interest to be regarded as committed
to this unit agreement. Except as may otherwise herein be provided, subsequent
joinders to this agreement shall be effective as of the first day of the month
following the filing with the Supervisor and the Commissioner of duly executed
counterparts of all or any papers necessary to establish effective commitment of
any tract to this agreement unless cbjection to such joinder is duly made within
60 days by the Supervisor, provided, however, that as to State lands all subse-
quent joinders must be approved by the Commissioner.

30. PROTECTIOMN OF POTASH DEPOSITS. No wells will be drilled for oil or gas
at a location on Federal lands which in the cpinion of the Supervisor or at a
location on State lands which in the opinion of the Commissioner would result
in undue waste of potash deposits or constituﬁe a hazard to or unduly interfere
with mining operations being conducted for the extraction of potash depcsits.

The drilling or abandonment cf any well on unitized land shall be done in
accordance with applicable cil and gas operating regulations, including such

requirements as to Federal lands as may be prescribed by the Supervisor and as
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to State lands by the Commissioner, as necessary to prevent the infiltration of
oil, gas or water into formations containing potash deposits or into mines or
workings being utilized in the extraction of such deposits.

Well records and survey plats that an oil and gas lessee of Federal lands
must file pursuant to applicable operating requlations (30 CFR Part 221) shall
be available for inspection at the Office of the Supervisor to any party holding
a potash permit or lease on the Federal land on which the well is situated inso-
far as such records are pertinent tc the mining and protection of potash deposits.

31. COUNTERPARTS. This agreement may be executed in any number of counter-
parts no one of which needs to be exacuted hy all parties or mav be ratified or
ceonsented to by separate instrument in writing specifically referring herete and
shall be binding upon all those parties who have executed such a counterpart,
ratification, or consent hereto with the same force and effect as if all such
parties had signed the same document and regardless of whether or not it is
executed by all other parties owning or claiming an interest in the lands within
the above described unit area.

32. SURRENDER. Nothing in this agreement shall prohibit the exercise by
any working interest owner of the right to surrender vested in such party by
any lease, sublease, or operating agreement as to all or any part of the lands
covered thereby, provided that e#ch party who will aor might acquire such working

-interest by such surrender or by forfeiture as hereafter set forth, is bound by
the terms of this agreement.

If as a result of any such surrender the working interest rights as to
such lands become vested in any party other than the fee owner of the unitized
substances, said party may forfeit such rights and further benefits from opera-
tion hereunder as to said land to the party next in the chain of title who shall
be and become the owner of such working interest.

If as the result of any such surrender or forfeiture working interest rights
become vested in the fee owner of the unitized substances, such owner may:

(1) Accept those working interest rights subject to this agreement and the
unit operating agreement; or

(2) Lease the portion of such land as is included in a éarticipating area
established hereunder subject to this agreement and the unit operating agreement.

(3) Provide for the independent operation of any part of such lands that are

not then included within a participating area established hereunder.
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If the fee owner of the unitized substances does not accept the working
interest rights subject to this agreement and the unit operating agreement
or lease such lands as above provided within six (6) months after the surren-
dered or forfeited working interest rights become vested in the fee owner,
the benefits and obligations of operations accruing to such lands under this
agreement and the unit operating agreement shall be shared by the remaining
owners of unitized working interests in accordance with their respective
working interest ownerships, and such owners of working interests shall com-
pensate the fee owner of unitized substances in such lands by paying sums
equal to the rentals, minimum royalﬁies, and royalties applicable to such
lands under the lease in effect when the lands were unitized.

An appropriate accounting and settlement shall be made for all benefits
accruing to or payments and expenditures made or incurred on hehalf of such
surrendered or forfeited working interest subseguent to the date of surrender
or forfeiture, and payment of any moneys found to be owing by such an account-
ing shall be made as between the parties within thirty (30) days. In the
event no unit operating agreement is in existence and a mutually acceptable
agreement hetween the proper parties thereto cannot be consummated, the
Supervisor may prescribe‘such reasonable and eguitable agreement as he deems
warranted under the circumstances.

The exercise of any right vested in a working interest owner to reassign
such working interest to the party from whom obtained shall be subject tec the
same conditions as set forth in this section in regard to the exercise of a
right to surrender.

33. 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 subject to this contract after the effective date of this
agreement, or upon the proceeds or net proceeds derived therefrom. The work-
ing interest owners on each tract shall and 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 derivative
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
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charged to the United States or the State of New Mexico or to any lessor who
has a contract with his lessee which requires the lessee to pay such taxes.
34. NO PARTNERSHIP. 1t is expressly agreed that the relation of the
parties nhereto is that of independent contractors and nothing in this agree-
ment contained, expressed or implied, nor any operations conducted hereunder,
shall create or be deemed to have created a partnership or association between

the parties hereto or any of then.

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be

executed and have set opposite their respective names the date of execution.

UNIT OPERATOR AND WORKING INTEREST OWNER

UNION OIL COMPANY OF CALIFORNIA

Date: By ¥
Attorney-in-Fact

Address: P. O. Box 3100

Midland, Texas 79702

STATE OF TEXAS, X
I ss.
COUNTY OF MIDLAND. I
The foregoing instrument was acknowledged before me this day of
. 198 » by ’

Attorney-in-Fact of UNION OIL COMPANY OF CALIFORNIA, a California corporation,
on behalf of =aid corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official
seal the day and year above written.

My Commission Expires: Notary Public
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EXHIBIT B -- EAVES - LEA UNIT, LEA COUNTY, NEW MEXICO,

Page -1-

T-21-S, R-32 & 33-E

Basic Royalty Lessee Overriding
Tract Description of Number of Ser. No. & Exp. and of Royalty and Working Interest
No. Land Acres Date of Lease Ownership Percentage Record Percentage and Percentage
Federal Land
1 T21S, R32E 320.00 NM-13423 U.S.A. Union 0il Company Mildred F. Dachner, Union 011 Company
Sec. 25: S/2 4~30-81 (12.50%) of California a widow, dealing in her of California 100%
sole & separate property
4% of 8/8
2 Sec. 25: N/2 329.00 NM-14001-A U.S.A. Union 0il Company A. Minis, Jr., a widower, Union 011 Company
11-30-8] (12.50%) of California dealing in his sole & of California 100%
separate property
4% of 8/8
2 Federal Tracts 640.00 Acres or 28.97016% of Unit Area
New Mexico State Lands
3 T21S, R33E L-6678 State of Union 0il Company None Union 0il Company
Sec. 19: Lot 3 312.20 10-1-81 New Mexico of California of California 1002
(36.08 Ac.) (12,50%)
Lot 4
(36.12 Ac.)
E/2 SW/4, SE/4
4 Sec. 30: Lot 1 624.56 LG-0048 State of Union 0il Company None -Union 0il Company
(36.14 Ac.) 4-1-82 New Mexico of California of California 100%
Lot 2 (12.50%)
(36.14 Ac.)
Let 3
(36.14 Ac.)
Lot &
(36.14 Ac.)
E/2, Ef2 W/2
5 Sec. 31: Lot 1 76.17 LG-0049 State of Union 0il Company None Union 01l Company
(36.17 Ac.) 4~1-82 New Mexico of California of California 1007%
NE/4 NW/4 (12.50%)
6 Sec. 29: W/2 320.00 1.G-8302 State of Union 01l Compauy None Union 0il Company
5~1-90 New Mexico of California of California 100%

(12.50%)
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_ EXHIBIT B -~ EAVES - LEA UNIT, LEA COUNTY, NEW MEXICO, T-21-S, R-32 & 33-E Mmlte
Basic Royalty Lessee Overriding
Tract Description Number of Ser. No. & Exp. and of Royalty and Working Interest
No. Land Acres Date of Lease Ownership Percentage  Record Percentage and Percentage
7 Sec. 31: Lot 2 236.24 LG-8303 State of Pogo Producing Company None Pogo Producing Company 507
(36.24 Ac.) 5-1-90 New Mexico & The Superior 0il The Superior 0il Company 50%
SE/4 NW/4, NE/4 (12.50%) Company

5 State Tracts 1569.17 Acres or 71.029847 of Unit Area

TOTAL: 7 Tracts 2209.17 Acres in Eutire Unit Area
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United States Department of the Interior

GEOLOGICAL SURVEY
South Central Region

P. O. Box 26124 RECEIVED
Albuquerque, New Mexico 87125
16 SEP 1380 SEP 191380

A MIDLAD DISTRICT [AND
462%%45/ (477&f57:>

Union 0il Company of California
Attention: Robert Lockhart

P. 0. Box 6T1

Midland, Texas 79702

Gentlemen:

Your application of August 12, 1980, filed with the Deputy Conservation
Manager, 0il and Cas, Albuquerque, New Mexico, requests the designation
of the Eaves-Lea unit area, embracing 2,209.17 acres, more or less, Lea
County, New Mexico, as logically subject to exploration and development
under the unitization provisions of the Mineral Leasing Act as amended.

Pursuant to unit plan regulations 30 CFR 226, the land requested as out-
lined on your plat marked "Exhibit 'A' Eaves-Lea Unit, Lea County,
New Mexico" is hereby designated as 2 logical unit area.

The unit agreement submitted for the area designated should provide for a
well to test the Morrow Formation, or tc a depth of 14,850 feet. Your
proposed use of the Form of Agreement for Unproved Areas will be accepted
with the modifications requested in your application.

If conditions are such that further modification of said standard form is
deemed necessary, three copies of the proposed modifications with appro-
priate justification must be submitted to this office through the Deputy

- Conservation Manager, 0il and Gas for preliminary approval.

In the absence of any other type of land requiring special provisions or

of any objections not now apparent, a duly executed agreement identical
with said form, modified as outlined above, will be approved if submitted

in approvable status within a reasonable period of time. Bowever, notice

is hereby given that the right is reserved to deny approval of any executed
agreement submitted which, in our opinion, does not have the full commitment
of sufficient lands to afford effective control of operations in the unit
area.

When the executed agreement is transmitted to the Deputy Conservation
Manager, 0il and Gas, Albuquerque, New Mexico for approval, include the
latest status of all acreage. In preparation of Exhibits "A" and "B",
foliow closely the format of the sample exhibits zttached to the 1968
reprint of the aforementioned form., e SRR
{
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Inasmuch as this unit agreement involves State land, we are sending a copy
of the letter to the Commissioner of Public Lands. FPlease contact the
: State of New Mexico before soliciting joinders, regardless of prior contacts
L or clearances from the State,

e Sincerely yours, v N

r%rJames W. Sutherland
: Conservation Manager for the Director

[ T R R I S P S LT
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SEP 111380

MIDLAND DISTRICT LR i

ALEX J. ARMIJO September 9, 1980
COMMISSIONER P. O. BOX t148

SANTA FE, NEW MEXICO

Union 0il Company of California
P. 0. Box 3100
Midland, Texas 79702

Re: The Eaves Unit
Lea County, New Mexico

ATTENTION: Mr. Robert V. Lockhart

Gentlemen:

We have received your application requesting the designation
of the Eaves Unit Area embracing 2,209.17 acres, more or less, Lea
County, New Mexico.

The Commissioner of Public Lands has no objection to the forming
of the unit and the depth and location of the initial test well, provided
the USGS designates it as a logical unit area, also the unit agreement

to be used must contain all of the provisions of the Commissicner of
Public Lands.

It would be greatly appreciated if the unit name was changed, since

we already have a unit by that name, eventho, it has been terminated we still
refer to it by that name.

Very truly vaurs

i,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

2

. Mv
RAY D. G:fZ:M,_Director

0il and Gas Division
AC 505-827-2748
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SUPERIOR OIL St = Lan U

October 2, 1980

o REC.7 3D
’ Union Qil Company of California

E | P. O. Box 671pa Y OCT - 31980
E : : Midland, Texas 75702

i i MIDIZNG © "TRICT LAND
g - : ATTENTION: Ms. Linda H. Hicks

é Landman

S Re: T-21-S, R-32-E

% T-21-S, R-33-E

3 N. W. San Simon #971

k- z Lea County, New Mexico

: Your: Proposed Eaves-lea Federal-

State Unit
Dear Linda:

Reference is made to your letter dated September 26, 1980
requesting Superior and Pogo support Union's 14,850' Morrow
test in Section 30, T-21-S, R-33-E, Lea County, New Mexico, by
contributing dry hole money.

Superior does not desire to support this well at this time;
however, we appreciate the opportunity in reviewing your
proposal and welcome any other deals you may have to present
to Superior in the future.

Very truly yours,
THE SUPERIOR OIL COMPANY
CA Ao
- i P S

C. R. Prince

CRP:cj

xc: Jerry A. Cooper

Pogo Producing Company

P. O. Box 10340
Midland, Texas 79702
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Midlang Exploration Division
The Superior Oil Company P.O. Box 1900, Midland, TX 79702, (915) 683-5251
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Pogo Producing Company

Bionks Building * Sulre 615
Post Office Box 10340+ Midiond, Texas 79702+ 915/682-6822

Union 0il1 Company of California
P. 0. Box 671
Midiand, Texas 79702

Attention: Ms. Linda K. Hicks
Re: Eaves Federal-State Unit

T-21-S, R-32-E and T-21-S, R-33-E
Lea County, New Mexico

- ke

ME2IE
OCT 1 01250

BT MUTRICT LAND

October 9, 1980

5;”¢{f574f)

Pogo NM-3501 - State of New Mexico LG-8303

Gentlemen:

Reference is made to your letter of September 26, 1980 requesting that Pogo
and Superior make a dry hole contribution as support for the 34,850 Morrow test
which you plan to drill in Section 30 of T7-21-S, R-33-E, Lea County, New Mexico.

We have now completed our review of your proposal and have decided to decline
your request due to the distance of your proposed well location from Pogo's ltease-
hold. Thank you for giving us the opportunity to consider your proposal.

JAC:bt

e e e e W I O i sy R D 4

Yours very truly,

POGO PRODUCING COMPANY

Jd. ;2 Coopir

Western Division Landman
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CERTIFICATION=--DETERMINATION

P

Pursuant to the authority vested in the Secretary of Interior, under
the act approved Frebruary 25, 1920, 41 Stat. 437, as amended, 30 U.S.C. secs.
181, et seq., and Qelegated to the 0il and Gas Supervisors of the Geological

Survey (33 F.R. 5812), I do hereby:

A. Approve the attached agreement for the development and operation

' = ‘ of the EAVES~LEA Unit Area,

S State of NEW MEXICO .

B. Certify and determine that the unit plan of development and

operation contemplated in the attached agreement is necessary and advisable in
the public interest for the purpose of more properly conserving the natural

resources.

C. Certify and determine that the drilling, producing, reatal,
minimum royalty, and royalty requirements of all Federal leases committed to

said agreement are hereby established, altered, changed, or revoked to conform

with the terms and conditions of this agreement.

Dated .

0il and Gas Supervisor, United States Geolegical Survey

Contract Number

{
i
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UNIT AGREEMENT

FOR THE DEVELOPMENT AND OPERATION

OF THE

EAVES-LEA UNIT AREA

COUNTY OF LEA

STATE OF NEW MEXICO

NO.

THIS AGREEMENT entered into as of the 6th day of October, 1980, by and
between the parties subscribing, ratifying or consenting hereto, and herein
referred to as the "parties hereto”.

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty, or other
0il and gas interests in the unit area subject to this agreement; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U.S.C. Secs. 181 et seq., authorized Federal lessees and their
representatives to unite with each other, or jeointly or separately wi.th others,
in collectively adopting and operating a cooperative or unit plan of develop-~
ment or operations of any oil or gas pool, field, or like area, or any part
thereof for the purpose of more properly conserving the natural resources
thereof whenever determined and certified by the Secretary of the Interior
to be necessary or advisable in the public interest; and

WHEREAS, the Commissicner of Public Lands of the State of New Mexico is
authorized by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes 1953
Annotated) to consent to or approve this agreement on behalf of the State of
New Mexico, insofar as it covers and includes lands and mineral interests of
the State of New Mexico; and

WHEREAS, the 0il Conservation Division of the Energy and Minerals Depart-
ment of the State of New Mexico is authorized by an Act of the Legislature
(Article 3, Chapter 65, Vol. 9, Part 2, 1953 Statutes) to approve this agree-
ment and the conservation provisions hgreof; and

WHEREAS, the parties hereto hold sufficient interests in the Eaves-Lea
ﬁnit Area covering the land hereinafter described to give reasonably effective

control of operations therein; and




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

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

1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of February 25,
1920, as amended, supra, and all valid pertinent regulations, including operat-
ing and unit plan regulations, heretofore issued thereunder or valid, pertinent
and reasonable requlations hereafter issued thereunder are accepted and made a
part of this agreement as to Federal lands, provided such regulations are not
inconsistent with the terms of this agreement; and as to non-Federal lands, the
oil and gas operating regulations in effect as of the effective date hereof
governing drilling and producing cperations, not inconsistent with the terms
hereof or the laws of the State of which the non-Federal land is located, are
hereby accepted and made a part of this agreement.

2. UNIT AREA. The area specified on the map attached hereto marked
Exhibit "A" is hereby designated and recognized as constituting the unit area,
containing 2,209.17 acres, more or less.

Exhibit "A" shows, in addition to the boundary of the unit area, the
boundaries and identity of tracts and leases in said area to the extent known
to the Unit Operator. Exhibit "B" attached hereto is a schedule showing to
the extent known to the Unit Operator the acreage, percentage, and kind of
ownership of o0il and gas interests in all land in the unit area. However,
nothing herein or in said schedule or map shall be construed as a representa-
tion by any party hereto as to the ownership of any interest other than such
interest or interests as are shown in said map or schedule as owned by such
party. Exhibits "A" and "B" shall be revised by the Unit Operator whenever
changes in the unit area render such revision necessary, or when requested by
the 0il and Gas Supervisor, hereinafter referrxed to as "Supervisor", or when

requested by the Commissioner of Public Lands of the State of New Mexico,
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hereinafter referred to as "Commissioner", and not less than five copies of
the revised exhibits shall be filed with the Supervisor, and two copies
thereof shall be filed with the Commissioner, and one copy with the New Mexico
0il Conservation Division, hereinafter referred to as "Commission".

The above-described unit area shall when practicable be expanded to
include therein any additional lands or shall be contracted to exclude lands
whenever such expansion or contraction is deemed to be necessary or advisable
to conform with the purposes of this agreement. Such expansion or contraction
shall be effected in the following manner:

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

(b) Said notice shall be delivered to the Supervisor, the Commissioner
and fhe 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 Supervisor, the Commissioner and
the Commission evidence of mailing of the notice of expansion or contraction
and a copy of any objections thereto which have been filed with the Unit Oper-
ator, together with an application in sufficient number, for approval of such
expansion or contraction and with appropriate joinders.

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

{e) All legal subdivisions of lands (i.e., 40 acres by Government

survey or its nearest lot or tract equivalent; in instances of irreqular

-3~




surveys unusually large lots or tracts shall be considered in multiples of 40

; acres or the nearest aliguot equivalent thereof), no parts of which are

|

entitled to be in a participating area on or before the fifth anaiversary of
the effective date of the first initial participating area established under
this unit agreement, shall be eliminated automatically from this agreement,

effective as of said fifth anniversary, and such lands shall no longer be a

part of the unit area and shall no longer be subject to this agreement, unless

- diligent drilling operations are in progress on unitized lands not entitled to

participation on said fifth anniversary, in which event all such lands shall
remain subject hereto so long as such drilling operations are continued
diligently with not more than 90 days time elapsing between the completion of
one well and the commencement of the next well. All legal subdivisions of
lands not entitled to be in a participating area within 10 years after the
effective date of the first initial participating area approved under this
agreement shall be automatically eliminated from this agreement as of said
tenth anniversary. All lands proved productive by diligent drilling operations
after the aforesaid S5-year period shall become participating in the same manner
as during said S5-year period. However, when such diligent drilling operations
cease, all nonparticipating lands shall be automatically eliminated effective
as of the 91st day thereafter. The Unit Operator shall, within 90 days after
the effective date of any elimination hereunder, describe the area so
eliminated to the satisfaction of the Supervisor and the Commissioner, and
promptly notify all parties in interest.

If conditions warrant extension of the five and ten-year periods specified
in this subsection 2(e), an extension of such periods may be accomplished by
consent of the owners of 90% of the current unitized working interests and 60%
of the current unitized basic royalty interests (exclusive of the basic royalty
interests of the United States), on a total-nonparticipating acreage basis, -
respectively, with approval of the Director and Commissioner not later than 60
days prior to the expiration of said five-year or ten-year periods.

Any expansion of the unit area pursuant to this section which embraces

lands theretofore eliminated pursuant to this subsection 2(e) shall not be

considered automatic commitment or recommitment of such lands.




3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land cormitted to this

agreement shall constitute land referred to herein as "unitized land" or

a«

"land subject to this agreement”. All o0il and gas in and produced from the

hereinabove specified lands committed to this agreement are herein called

i

"unitized substances".
4, UNIT OPERATOR. Union Oil Company cf California is hereby designated

as Unit Operator and by signature hereto as Unit Operator agrees and consents

to accept the duties and obligations of Unit Operator for the discovery,

development and production of unitized substances as herein provided. Whenever

QT 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
an interest is owned by it.

5. RESIGNATION Oﬁ REMOVAL OF UNIT OPFRATOR. Unit Operator shall have
*he right to resign at any time prior to the establishment of a participating
area or areas hereunder, but such resignation shall not become effective so
as to release Unit Operator from the duties and obligations of Unit Operator
and terminate Unit Operator's rights as such for a periocd of 6 months after
notice of intention to resign has been served by Unit Operator on all working
interest owners and the Supervisor, the Commissioner and the Commission, and
until all wells then drilled hereunder are placed in a satisfactory condition
for suspension or abandonment whichever is required by the Supervisor as to
Federal lands and by the Commissioner as to State and privately owned 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 expiration of said period.

Unit Operator shall have the right to resign in like manner and subject
to like limitations as above provided at any time a participating area

established hereunder is in existence, but, in all instances of resignation




or removal, until a successor Unit Operator is selected and approved as herein-~
after provided, the working interest owners shall be jointly responsible for
performance of the duties of Unit Operator, and shall, not later than 30 days
before such resignation or removal becomes effective, appoint a common agent
to represent them in any action to be taken hereunder.

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

The Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, he subject to removal by the same percentage
vote of the owners of working interests as herein provided for the selection
of a new Unit Operator. Such removal shall be effective upon notice thereof
to the Supervisor and the Commissioner.

The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title or interest as the owner of a working interest
or other interest in unitized substances, but upon the resignation or removal
of Unit Operator becoming effective, such Uni£ Operator shall deliver posses-
sion of all wells, equipment, materials and appurtenances used in conducting
the unit operations to the new duly qualified successor Unit Operator or to
the common agent, if no such new Unit Operator is elected, to be used for the
purpose of conducting unit operations hereunder. Nothing herein shall be
construed as authorizing removal of any material, equipment and appurtenances
needed for the preservation of any wells.

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

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




agreement.,, a concurring vote of one or more additional working interest owners
shall be reéuired to select a new 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 Supervisor and the
Commissioner.

If no successor Unit Operator is selected and gualified as herein provided,
the Director and Commissioner at their election may declare this unit agreement
terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Oper-
ator is not the sole owner of working interest, costs and expenses incurred by
Unit Operator in conducting unit operations hereunder shall be paid and appor-
tioned among and borne by the owners of working interests, all in accordance
with the agreement or agreements entered into by and between the Unit Operator
and the owners of working interests, whether one or more, separately or
collectively. Any agre=ment or agreements entered intoc between the working
interest owners and the Unit Operator as provided in this section, whether one
or more, aie herein referied to as the "unit operating agreement"”. Such unit
operating agreement shall also provide the manner in which the working interest
owners shall be entitled to receive their respgctive proportionate and allocated
share of the benefits accruing hereto in conformity with their underlying oper-
ating agreements, leases or other independent contracts, and such other rights
and obligations as between Unit Operator and the working interest owners as may
be agreed upon by Unit Operator and the working interest owners; however, no
such unit operating agreement shall be deemed either to modify any of the terms
and conditions of this unit agreement or to relieve the Unit Operator of any
right or obligation established upder this unit agreement, and in case of any
inconsistency or conflict between this uﬁit agreement and the unit operating
agreement, this unit agreement shall govern. Three true copies of any unit
operating agreement executed pursuant t» this section should be filed with
the Supervisor and two true copies with the Commissioner and one true copy

with the Commission, prior to approval of this unit agreement.
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8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifi-
cally provided herein, the exclusive right, privilege, and duty of exercising
any and all rights of the parties hereto which are necessary or convenient for
prospecting for, producing, storing, allocating, and distributing the unitized
substances are hereby delegated to and shall be exercised by the Unit Operator
as herein provided. Acceptable evidence of title to said rights shall be
deposited with said Unit Operator and, together with this agreement, shall
constitute and define the rights, privileges, and obligations of Unit Operator.
Nothing herein, howewver, shall be construed to transfer title to any land or to
any lease or operating agreement, it being understood that under this agreement
the Unit Operatcr, in its capacity as Unit Operator, shall exercise the rights
of possession and use vested in the parties hereto only for the purposes herein
specified.

9. DRILLING TO DISCOVERY. Within 6 months after the effective date here-
of, the Unit Operator shall begin to drill an adequate test well at a location
approved by the Supervisor, if on Federal land, or by the Commissioner if on
State land, or by the Commission if on fee land, unless on such effective date
a well is being drilled conforuably with the terms hereof, and thereafter
continue such drilling diligently until the Morrow formation has been tested
or until at a lesser depth unitized substances shall be discovered which can
be produced in paying quantities (to-wit: quantities sufficient to repay the
costs of drilling, completing, and producing operations, with a reasonable
profit) or the Unit Operator shall at any time establish to the satisfaction
of the Supervisor if located on Federal lands, or the Commissioner if located
on State lands, or the Commission if located cn fee lands, that further drill-
ing of said well would be unwarranted or impracticable, provided, however, that
Unit Operator shall not in any event be requirad to drill said well to a depth
in excess of 14,850 feet. Until the discovery ¢of a deposit of unitized sub-
stances capable of being produced in paying quantities, the Unit Operator shall
continue drilling one well at a time, allowing not more thar 6 months between
the completion of one well and the beginning of the next well, until a well
capable of producingAunitized substances in paying quantities is completed to

the satisfaction 6f said Supervisor if on Federal land, or the Commissioner if
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on State land, or tne Commission if on fee land, or until it is reasonably proved
that the unitized land is incapable of producing unitized substances in paying
quantities in the formations drilled hereunder. ©Nothing in this section shall be
deemed to limit the right of the Unit Operator to resign as provided in Section 5
herecf, or as requiring Unit Operator to commence or continue any drilling during
the period pending such resignation becoming effective in order to comply with
the requirements of this section. The Supérvisor and Commissioner may modify

the drilling requirements of this section by granting reasonanle extensions of
time when, in their opinion, such action is warranted. Upon failure to commence
any well provided for in this section within the time allowed, including any
extension of time granted by the Supervisor and the Commissioner, this agreement
will automatically terminate; upon failure to continue drilling diligently any
well commenced hereunder, the Supervisor and Commissioner may, after 15 days
notice to the Unit Operator, declare this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 months after com-
pletion of a well capabie of producing unitized substances in paying quantities,
the Unit Operator shall submit for the approval of the Supervisor, the Commis-
sioner, and the Commission an acceptable plan of development and operation for
the unitized land which, when approved by the Supervisor, the Copmissioner, and

the Commission, shall constitute the further drilling and operating obligations

“of the Unit Operator under this agreement for the period specified therein.

Thereafter, from time to time before the expiration of any existing plan, the
Unit Operator shall submit for the approval of the Supervisor, the Commissioner,
and the Commission a plan for an additional specified period for the development
and operation of the unitized land.

Any plan submitted pursuant to this section shall provide for the explora-
tion of the unitized area and for the diligent drilling necessary for determin-
ation of the area or areas thereof capable of producing unitized substances in
paying gquantities in each and every productive formation and shall be as ccmplete
and adaquate as the Supervisor, the Commissioner, and the Commission may deter-
mine to be necessary for th2 timely development and proper conservation of the
0il and gas resources of the unitized area and shall:

(a} specify the number and locations of any wells to be drilled

and the proposed order and time for such drilling; and
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(p) to the extant practicable, specify the operating practices
regardad as necessary and advisable for proper conservation
cf natural rescurces.
Separate plans may be submitted for separate productive zones, subject to the
approval of the Suparvisor, the Commissioner and the Commission.

Plans shall be modified or supplsmented when necessary to meet changed
conditions or to protect the interests of all parties to this agreement.
Reagsonable diligence shall be exercised in complying with the obligations of
the approved plan of development. The Supervisor and Commissioner are author-
ized to grant a reasonable extension of the 6-month period herein prescribed
for submission of an initial plan of development where such action is justified
because of unusual conditions or circumstances. After completion hereunder of
a well capable of producing any unitized substances in paying quantities, no
further wells, except such as may be necessary to afford protection against
operations not under this agreement and such as may be specifically approved
by the Supervisor and the Commissioner, shall be drilled except in accordance
with a plan of development approved as herein provided.

11. PA#TICIPAEION AFTER DISCOVERY. Upon completion of a well capable of

producing vnitized substances in paying guantities oxr as soon thereafter as

g»

required by the Supervisor and Commissioner, the Unit Operator shall submit

'for approval by the Supervisor, the Commissioner, and the Commission, a sched-

ule, based on subdivisions of the public land survey or aliguot parts thereof,
of all land tnen regarded as reasonably proved to be productive in paying
quaiitities; all lands in said schedule on approval of the Supervisor, the
Commissioner, and the Commission, to constitute a participating area, zsffective
as of the date of completion of such well or the effective date of this unit
agreement, whichever is later. The acreages of both Federal and non-Federal
lands shall be based upon appropriate computations from the courses and
distances shown on the last approved public land survey as of the effective
date of each initial participating area. Said schedule shall also set forth
the percentage of unitized substances to be allocated as herein provided to
each tract in the participating area so established, and shall govern the

allocation of production commencing with the effective date of the participating




area. A separate participating area shall be established for each separate pool
or deposit of unitized substances or for any group thereof which is produced as

a sirgle pool or zone, and any two or more participating areas so established
may be combined into one, on approval of the Supervisor, the Commissioner, and
the Cammission. When production from two or more participating areas, so estab-
lished, is subsequently found to be fram a common pool or deposit said partici-~
pating areas shall be combined intc one effective as of such appropriate date as
may be approved or prescribed by the Supervisor, the Commissioner, and the Com~
mission. The participating area or areas s¢ established shall be revised from
time to time, subject to like approval, to include additiconal land then regarded
as reasonably proved to be productive in paying quantities or necessary for unit
operations, or to exclude land then regarded as reascnably proved not to be
productive in paying quantities and the schedule of allccation percentages shall
be revised accordingly. The effective date of any revision shall be the first
day of the month in which is obtained the knowledge or information on which such
revision is predicated, provided, however, that a more appropriate effective date
may be used if justified by the Unit Operator and approved by the Supervisor, the
Commissioner, and the Commission. No land shall be excluded from a participating
area on account of depletion of the unitized substances, except that any partici-

pating area established under the provisions of this unit agreement shall termin-

-ate automatically whenever all completions in the formation on which the partici-

pating area is based are abandoned.

It is the intent of this section that a participating area shall represent
the area known or reasonably estimated to be productive in paying quantities,
but, regardless of any revision of the participating area, nothing herein con-
téined shall be construed as requiring any retroactive adjustment for production
obtained prior to the effective date of the revision of the participating area.

In the absence of agreement at any time between the Unit Operator and the
Supervisor, the Commissioner, and the Commission as to the proper definition or
redefinition of a participating area, or until a participating area has, or
areas have, been established as provided herein, the portion of all payments

affected thereby shall be impourded in a manner mutually acceptable to the owners
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of working interests and the Supervisor, the Commissioner, and the Commission.
Royalties due the Unitel States and the State of New Mexico, which shall be
determined by the Supervisor for Federal land and the Commissioner for State
land and the amount thereof shall be deposited, as directed by the Supervisor
and Commissioner respectively, to be held as unearned money until a participat-
ing area is finaily approved and then epplied as earned or returned in accord-
ance with a determination of the sum due as Federal and State royalty on the
basis of such approved participating area.

Whenever it is determined, subject to the approval of the Supervisor as to
wells drilled on Federal land and of the Commissioner as to wells drilled on
State land, that a well drilled under this agreement is not capable of production
in paying quantities and inclusion of the land on which it is situated in a pazti-
cipating area is unwarranted, production from such well shall, for all purposes
of settlement among all parties other than working interest owners, be allocated
to the land on which the well is located unless such land is already within the
participating area established for the pool or deposit from which such production
is obtained. Settlement for working interest benefits from such a well shall be
made as provided in the unit operating agreement.

12. ALLOCATION OF PRODUCTICN. All unitized substances produced from each

participating area established under this agreement, except any part thereof

used in conformity with good operating practices within the unitized area for

drilling, operating, camp and other production or development purposes, for
repressuring or recycling in accordance with a plan of development approved by
the Supervisor, the Commissioner, and the Commission, or unavoidably lost, shall
be deemed to be produced equally on an acreage basis from the several tracts of
unitized land of the participating area established for such preduction and,

for the purpose of determining any benefits accruing under this agreement,

each such tract of unitized land shall have allocated to it such percentage of
said production as the number of acres of such tract included in said partici-
pating area bears to the total acres of unitized land in said participating area,
except that allocation of production hereunder for purposes other than for settle-
ment of the royalty, overriding royalty, or payment out of production obligations

of the respective working interest owners, shall be on the basis prescribed in the
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unit operating ayre2ment whether in conformity with the basis of allocation
herein set forth or otherwise. It is hereby agreed that production of unitized
substances from a participating area shall be allocated as provided herein
regardless of whether any wells are drilled on any particular part or tract of
said participating area. If any gas produced from one participating area is
used for repressuring or recycling purposes in another participating area, the
first gas withdrawn from such last mentioned participating area for sale during
the life of this agreement shall be considered to be the gas so transferred
until an amount equal to that transferred shall be so produced for sale and
such gas shall be allocated to the participating area from which initially
produced as such area was last defined at the time of such final production.
13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS.
Any party hereto owning or controlling the working interest in any unitized
land having thereon a regular well location may with the approval of the Super-
visor as to Federal land, the Commissioner as to State land and the Commission
as to privately owned land, at such party's sole risk, cost and expense, drill
a well to test any formation for which a participating area has not been estab-
lished or to test any formation for which a participating area has been estab-
lished if such location is not within said participating area, unlegs within 20

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

‘the Unit Operator elects and commences to drill such a well in like manner as

other wells are d;illed by the Unit Operator under this agreement.

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

I1f any well drilled as aforesaid by a working interest owner obtains produc—.
tion in quantities insufficient to justify the inclusion of the land upon which
such well is situated in a participating area, such well may be operated and
produced by the party drilling the same subject to the conservation requirements
of this agreement. The royalties in amount or value of production from any such

well shall be paid as specified in the underlying lease and agreements affected.



14. ROYALTY SETTLEMENT. The United States and any State and any royalty
cwner who is entitled to take in kind a share of the substances now unitized
hereunder shall hereafter be entitled to the right to take in kind its share
of the unitized substances, and the Unit Operator, or the working interest owner
in case of the operation of a well by a working interest owner as herein provided
for in special cases, shall make deliveries of such royalty share taken in kind
in conformity with the applicable contracts, laws and regqulations. Settlement
for royalty interest not taken in kind shall be made by working interest owners
responsible therefor under existing contracts, laws and regqulations, or by the
Unit Operator, on or before the last day of each month for unitized substances
produced during the preceding calendar menth; 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.

If gas obtained from lands not subject to this agreement is introduced into
any participating area hereunder, for use in repressuring, stimulation of pro-
duction, or increasing ultimate recovery, in conformity with a plan of operations
approved by ;he Supervisor, the Commissioner, and Commission, a like amount of
gas, after settlement as herein provided for any gas transferred from any other

participating area and with appropriate deduction for loss from any cause, may

be withdrawn from the formation in which the gas is intruduced, royvalty free as

to dry gas, but not as to any products which may be extracted therefrom;

provided that such withdrawal shall be at such time as may be provided in the
approved plan of operations or as may otherwise be consented to by the Supervisor,
the Commissioner and Commission as conforming to good petroleum engineering
practice; and provided further that such right of withdrawal shall terminate on
the termination of this unit agreement.

Royalty due the United States shall be computed as provided in the operating
regulations and paid in value or delivered in kind as to all unitized substances
on the basis of the amounts thereof allocated to unitized Federal land as pro-
vided herein at the rate specified in the respective Federal leases, or at such
lower rate or rates as may be authorized by law or regulation; provided, that for
leases on which the raoyalty rate depends on the daily average production per well,

said average production shall be determined in accordance with the operating
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regulations as though each participating area wer2 a single consolidated lease.

Royalty due on acccunt of State lands shali bhe computed and paid on the
basis of all unitized substances allocated to such lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases committed
hereto shall be paid by working interest ownerxs responsible therefor under exist~
ing contracts, laws and regqulations, provided that nothing herein contained shall
operate to relieve the lessees of any land from their respective lease obligations
for the payment of any rental cr miniimum royalty due under their leases. Rental
or minimum royalty for lands of the United States subject to this agreement shall
be paid at the rate specified in the respective leases from the United States
unless such rental or minimum royalty is waived, suspended or reduced by law or
by approval of the Secretary or his duly authorized representative.

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

With respect to any lease on non-Federal land containing provisions which
would terminate such lease unless drilling operations are commenced upon the
land covered thereby within the time therein specified or rentals are paid for
the privilege of deferring such drilling operations, the rentals required thereby
shall, notwithstanding any other provisions of this agreement, be deemed to accrue

and become payable during the term thereof as extended by this agreement and untiil

the required drilling operations are commenced upon the land covered thereby or

until some portion of such land is included within a participating area.

16. CONSERVATICN. Operations hereunder and production of unitized substances
shall be conducted to provide for the most economical and efficient recovery of
said substances withcut waste, as defined by or pursuant to State or Federal laws
or requlations.

17. DRAINAGE. The Unit Operator shall take such measures as the Supervisor
and Commissioner deem appropriate and adequate to prevent drainage of unitized
substances from unitized land by wells on land not subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions and
provisions of all leases, subleases and other contracts relating to exploration,
drilling, development or operations for oil or gas on lands committed to this

agreement are hereby expressly modified and amended to the extent necessary to
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make the same conform to the provisions hereof, but otherwise to remain in full
force and effect; and the parties hereto hereby consent that the Secretary as
to Federal leases and the Commissioner as to State leases shall and each by his
approval hereof, or by the approval hereof by their duly authorized representa-
tives, do hereby establish, alter, change or revoke the drilling, producing,
rental, minimum royalty and royalty requirements of Federal and State leases

committed hereto and the regulations in respect thereto to conform said require-

?hf . ments to the provisions of this agreement, and, without limiting the generality
of the foregoing, all leases, subleases, and contracts are particularly modified
in accorcance 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 separately owned
tract subject to this agreement, regardless of whether there is any develop-
ment of any particular tract of the unit area.

(b) Drililing 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 reason of failure to drill or preoduce 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 Secretary and Commissioner or their

duly authorized representatives shall be deemed to constitute such suspen-

sicn pursuant to such direction or consent as to each and every tract of
unitized land. A suspension of drilling or producing operations limited

to specified lands shall be applicable only to such lands.

(d) Each lease, sublease or contract relating to the exploration, drilling,
development or operation for oil or gas of lands other than those of the
United States or State of New Mexico committed to this agreement, which,

by its terms might expire prior to the termination of this agreement, is
hereby 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 agree-

ment.
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{e) Any Federal lease for a fixed term cf twenty (20) years or any renewal
hereof or any part of such .ease which is made subject to this agreement
shall contirue in force beyond the term provided therein until the termina-
tion herecf. Any other Federal lease committed hereto shall continue in
force beyond the term su provided therein or by law as to the land ccmmitted
so long as such lease remains subject hereto, provided that production is
had in paying quantities under this unit agrcement prior to the expiration
date of the term of such lease, or in the event actual drilling operations
are commenced on unitized lands, in accordance with the provisions of this
agreement, prior to the end of the primary term of such lease and are being
diligently prosecuted at that time, such lease shall be extended for two
years and so long thereafter as o0il or gas is produced in paying quantities
in accordance with the provisions of the Mineral Leasing Act Revision of
1960.
(f) Each sublease or contract relating to the operation and development
of unitized substances from lands of the United States committed to this X
agreement, which by its terms would expire prior to the time at which the
underlying lease, as extended by the immediately preceding paragraph, will
. expire, is hereby extended bheyond any such term so provided therein so
that it shall be continued in full force and effect for and during the
term of the underlying lease as such term is herein extended.
(g) Any lease embracing lands of the State of New Mexico which is made

subject to this agreement, shall continue in force beyoné the term provided

therein as to the lands committed hereto until the termination hereof,
subject to the provisions of subsection (e) of Section 2 and subsection (i)
of this Section 18.

(h) The segregation of any Federal lease committed to this agreement is

governed by the following provisions in the fourth paragraph of Sec. 17(j)

of the Mineral Leasing Act, as amended by the Act of September 2, 1960

(74 Stat. 781-784): "Any (Federal) lease heretofore or hereafter committed

to any such (unit) plan embracing lands that are in part within and in part

outside of the area covered by any such plan shall be segregated into

separate leases as to the lands committed and the lands not committed as

of the effective date of unitization: Provided, however, That any such
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lease as to the nonunitized portion shall continue in force and effect for
the term therecof hut for nct less than two years from the date of such

o segregation and so long thereafter as o0il or gas is produced in paying
quantities", ”

[. (i) Any lease ermbracing iands of the State of New Mexico having only a

| portion of its lands committed hereto, shall be segregated as to the portion

committed and the portion not committed, and the provisions of such lease

shall apply separately to such segregated portions commencing as of the
effective date hereof; provided, however, notwithstanding any of the

provisions of this agreemert to the contrary any lease embracing lands of

rthe State of New Mexico having cnly a portion of its lands committed hereto
shall continue in full force and effect beyond the term provided therein as
to all lands embraced in such lease, if o0il cor gas is discovered and is
capable of being produced in paying guantities from some part of the lands
embraced in such lease at the expiration of the secondary term of such lease;
or if, at the expiration of the secondary term, the lessee or Unit Operator
is then engaged in bona fide drilling or reworking operations on some part
of the ;ands embraced in such lease, the same, as to all lands embraced
therein, shall remain in full force and effect so long as such operations
are being diligently prosecuted, and if they result in the production of
o0il or gas, said lease shall continue in full force and effect as to all

of the lands embraced therein, so long thereafter as oil or gas in paying

quantities is being produced from any portion of said lands.

(i} Any lease, other than a Federal lease, having only a portion of its
lands committed hereto shall be segregated as to the portion committed and
the portion not committed, and the provisions of such lease shall apply
separately to such segregated portions cocmmencing as of the effective date
hereof. In the event any such lease provides for a lump sum rental payment,
such payment shall be prorated between the portions so segregated in propor-

tion to the acreage of the respective tracts.

19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to

be covenants running with the land with respect to the interest of the parties
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hereto and their successcrs in interest until this agreement terminates, and
any grant, transfer, or conveyance of interest in land or leases subject hereto
shall be and nereby is conditioned upon the assumption of all privileges and
obligations hereunder by the grantee, transferee or other successor in interest.
o assignment or transfer of any working interest, royalty, or other interest
subject hereto shall be binding upon Unit Operator until the first day of the
calendar month after Unit Operator is furnished with the oxiginal, photostatic,
or certified copy of the instrument of transfer.

20, EFFECTIVE DATE AND TERM. This agreement shall becorme effective upon
approval by the Secretary and Cammissioner, or their duly authorized represent-
atives and shall terminate five (5) years from said effective date unless:

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

or

(b) It is reasonably determined priocr to the expiration of the fixed term

or any extension thereof that the unitized land is incapable of production

of unitized substances in paying quantities in the formations tested here-
under and after notice of intention to terminate the agreement on such
ground is given by the Unit Operator to all parties in interest at their
last known addresses, the agreement is terminated with the approval of the

Supervisor and the Commissioner, or

(c) a valuable discovery of unitized substances has been made or accepted

on unitized land during said initial term or any extension thereof, in

which event the aéreement shall remain in effect for such term and so long
as unitized substances can be produced in quantities sufficient to pay for
the cost of producing same from wells on unitized land within any partici-
pating area established hereunder and, should production cease, so long
thereafter as diligent operations are in progress for the restoration of
production or discovery of new production and so long thereafter as unitized
substances so discovered can be produced‘as aforesaid, or

(d) it is terminated as heretofore provided in this agreement. This

agreement may be terminated at any time by not less than 75 per centum,

on an acreage basis, of the working interest cwners signatory hereto,

with the approval of the Supervisor and Commissioner; notice of any such

approval to be given by the Unit Operator to all parties hereto.

-19-




21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Director is
hereby vested with authority to alter or modify from time to time in his
discretion the quantity and rate of production under this agreement when such
guantity and rate is not fixed pursuant to Federal or State law or does not
conform to any statewide veoluntary conservation or allocation program, which
is established, recognized and generally adhered to by the majority of opera-
tors in such State, such authority heing hereby limited to alteration or
modification in the public interest, the purpose therecf and the public interest
to be served thereby to be stated in the order of alteration or modification.
Without regard to the foregoing, the Director is also hereby vested with
authority to alter or modify from time to time in his discretion the rate of
prospecting and development and the quantity and rate of production under this
agreement when such alteration or modification is in the interest of attaining
the conservation objectives stated in this agreement and is not in viclation
of any applicable Federal or State law; provided, further, that no such alter-
ation or modification shall be effective as to any land of the State of
New Mexico, as to the rate of prospecting and developing in the absence of the
‘specific written approval thereof by the Commissioner and as to any lands of
the State of New Mexico or privately owned lands subject to this agreement as

to the guantity and rate of production in the absence of specific written %

approval thereof by the Commission.

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

22. CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working
interesﬁ owners nor any of them shall be subject to any forfeiture, termination
or expiration of any rights hereunder or under any leases or contracts subject :
hereto, or to any penalty or liability on account of delay or failure in whole
or in part to comply with any applicable provisicn thereof to the extept that
the Unit Operator, working interest owners or any of them are hindered, delayed
or prevented from complying therewith by reason of failure of the Unit Operator
to cbtain in the exercise of due diligence, the concurrence of proper represent-

atives of the United States and proper representatives of the State of New Mexico
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in and about any matters or things concerning whicl, it is required herein that
such concurrence be obtained. The parties hereto, including the Commission,
agree that all powers and authority vested in the Commission in and by any
provisions of this agreement are vested in the Commission and shall be exercised
by it pursuant to the provisions of the laws of the State of New Mexico and sub-
ject in any case to appeal or judicial review as may now or hereafter be provided
by the laws of the State of New Mexico.

23. APPEARANCES. Unit Operator shall, after notice to other parties affected,
have the right to appear for and on behalf of any and all interests affected here-
by before the Department of the Interior, the Commissioner of Public Lands of the
State of New Mexico and the New Mexicc 0il Conservation Division and to appeal
from orders issued under the regulations of said Department, the Commission, or
Commissioner or to apply for relief from any of said regulations or in any proceed-
ings relative to operations before the Department of the Intericr, the Commissioner,
or Coomission, or any other legally constituted authority; provided, however, that
any other interested party shall also have the right at his own expense to be heard
in any such proceeding.

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

25, NO WAIVER OF CERTAIN RIGHTS. ©Nothing in this agreement contained shall
be construed as a waiver by any party hereto of the right to assert any legal or
constitutionalvright or defense as to the validity or invalidity of any law of
the State wherein said unitized lands are located, or of the United States, or
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.

26. UNAVOIDABLE DELAY. All obligations under this agreement regquiring
the Unit Operator to commence or continue drilling or to operate on or produce

unitized substances from any of the lands covered by this agreement shall be
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suspended while the Unit Operator, despite the exexcise of due care and diligence,
! is prevented frcm complying with such obligations, in whole or in part, by strikes,
acts of God, Federal, State or municipal law or agencies, unavoidable accidents,
uncontrollable delays in transportation, inability to obtain necessary materials
in open market, or other matters beyond the reasonable control of the Unit Operator
whether similar to matters herein enumerated or not. No unit obligation which is

suspended under this section shall become due less than thirty (30) days after it

M gl o St

has been determined tnat the suspension is no longer applicable., Determination of

creditable "Unavoidable Delay" time shall be made by the Unit Operator subject to
apéroval of the Supervisor and Commissioner.
5 ' 27. NONDISCRIMINATION. In connection with the performance of work under this
; agreement, the operator agrees to comply with all of the provisions of Section 202
{1) to (7) inclusive of Executive Order 11246 (30 F.R. 1231%), as amended, which
are hereby incorporated by reference in this agreement.

28. LOSS OF TITLE. In the event title to any tract of unitized land shall
fail and the true owner cannot be induced to join in this unit agreement, such
tract shall be automatically regarded as not committed hereto and there shall be
such readjustment of future costs and benefits as may be required on account of
the loss of such title. In the event of a dispute as to title to any royalty,
working interest or other interests subject thereto, payment or delivery on

~account thereof may be withheld without liability for interest until the dispute
is finally settled; providéd, that, as to Federal and State land or leases, no

payments of funds due the United States or State of New Mexico should be withheld,

but such funds of the United States shall be deposited as directed by the Super-
visor and such funds of the State of New Mexico shall be deposited as directed
by the Commissioner to be held as unearned money pending final settlement of the
title dispute, and then applied as earned or returned in accordance with such
final settlement.

Unit Operator as such is relieved from any responsibility for any defect or
fajilure. of any title hereu:der.

29. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial
interest in a tract within the unit area fails or refuses to subscribe or consent

to this agreement, the cwner of the working interest in that tract may withdraw
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said tract from thig agreement by written notice delivered to the Supervisor and
the Commissioner and the Unit Operator prior to the approval of this agreement by
the Supervisor and Commissioner. Any oil or gas interests in lands within the
unit area not committed hereto prior to submission of this agreement for final
approval may thereafter be committed hereto by the owner or owners thereof
subscribing or consenting to this agreement, and, if the interest is a working
interest, by the owner of such interest also subscribing to the unit operating
agreement. After operations are commenced hereunder, the right of subsequent
joinder, as provided in this section, by a working interest owner is subject to
such requirements or approvals, if any, pertaining to such joinder, as may be
provided for in the unit operating agreement. After final approval hereof,
joinder by a non-working interest owner must be consented to in writing by the
working interest owner committed hereto and responsikle for the payment of any
benefits that may accrue hereunder in behalf of such non-working interest. A
non-working interest may not be committed to this unit agreement unless the
corresponding working interest is committed heretc. dJoinder to the unit agree-
ment by a working interest owner, at any time, must be accompanied by appropriate
joinder to the unit operating agreement, if more than one committed working
interest owner is involved, in order for the interest to be regarded as committed
to this unit agreement. Except as may otherwise herein be provided, subsequent
joinders to this agreement shall be effective as of the first day of the month
following the filing with the Supervisor and the Commissioner of duly executed
counterparts of all or any papers necessary to establish effective commitment of
any tract to this agreement unless objection to such joinder is duly made within
60 days by the Supervisor, provided, however, that as to State lands all subse-
quent joinders must be approved by the Commissioner.

30. PROTECTION OF POTASH DEPOSITS. No wells will be drilled for oil or gas
at a location on Federal lands which in the opinion of the Supervisor or at a
location on State lands which in the opinion of the Commissioner would result
in undue waste of .potash deposits cr constitute a hazard to or unduly inﬁerfere
with’mining operations being conducted for the extraction of potash deposits.

The drilling or abandonment of any well on unitized land shall be done in
accordance with applicable o0il and gas operating regulations, including such

requirements as to Federal lands as may be prescribed by the Supervisor and as
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to State lands by the Commissioner, as necessary to prevent the infiltration of
oil, gas or water into formations containing potash deposits or into mines or
workings being utilized in the extraction of such deposits.

Well records and sur;ey plats that an o0il and gas lessee of Federal lands
must file pursuant to applicable operating regulations (30 CFR Part 221) shall
be available for inspection at the Office of the Supervisor to any party holding
a potash permit or lease on the Federal land on which the well is situated inso-
far as such records are pertinent to the mining and protection of potash deposits.

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

32. SURRENDER. Nothing in this agreement shall prohibit the exercise by
any working interest owner of the right to surrender wested in such party by
any lease, sublease, or operating agreement as to all or any part of the lands
covered thereby, provided that each party who will or might acquire such working
interest by such surrender or by forfeiture as hereafter set forth, is bound by
the terms of this agreement.

If as a result of any such surrender the working interest rights as to
such lands become vested in any party other than the fee owner of the unitized
substances, said party may forfeit such rights and further benefits from opera-
tion hereunder as to said land to the party next in the chain of title who shall
be and become the owner of such working interest.

If as the result of any such surrender or forfeiture working interest rights
become vested in the fee owner of the unitized substances, such owner may:

(1) Accept those working interest rights subject to this agreement and the
unit operating égreement; or

(2) Lease the portion of such land as is included in a participating area
established hereunder subject to this agreement and the unit operating agreement.

(3) Provide for the independent operation of any part of such lands that are

not then included within a participating area established hereunder. '
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If the fee owner of the unitized substances does not accept the working
interest rights subject to this agreement and the unit operating agreement
or lease such lands as above provided within six (6) months after the surren-
dered or forfeited working interest rights become vesteéd in the fee owner,
the benefits and obligations of operations accruing to such lands under this
agreement and the unit operating agreement shall be shared by the remaining
owners of unitized working interests in accordance with their respective
working interest ownerships, and such owners of working interests shall com-
pensate the fee owner of unitized substances in such lands by paying sums
equal to the rentals, minimum royalties, and royalties applicable to such
lands under the lease in effect when the lands were unitized.

An appropriate accounting and settlement shall be made for all benefits
accruing to or payments and expenditures made or incurred on behalf of such
surrendered or forfeited working interest subsequent to the date of surrender
or forfeiture, and payment of any moneys found to be owing by such an account-
ing shall be made as between the parties within thirty (30) days. In the
event no unit operating agreement is in existence and a mutually acceptable
agreement between the proper parties thereto cannot be consummated, the
Supervisor may prescribe such reasonable and equitable agreement as he deems
warranted under the circumstances.

The exercise of any right vested in a woiking interest owner to reassign
such working interest to the party from whom obtained shall be subject to the
same conditions as set forth in this section in regard tc the exercise of a
right to surrender.

33. 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 subject to this contract after the effective date of this
agreement, or upon the proceeds or net proceéds derived therefrom. The work-
ing interest owners on each tract shall and may charge the proper proportion
of said taxes to the rovalty owners having interests in said tract, and may
currently retain and deduct sufficient of the unitizad substances or derivative
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
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charged to the United States or the State of New Mexico or to any lessor who
has a contract with his lessee which requires the lessee to pay such taxes.
34. NO PARTNERSHIP. It is expressly agreed that the relation of the
parties hereto is that of independent contractors and nothing in this agree-
ment contained, expressed or implied, nor any operations conducted hereunder,
shall create or be deemed to have created a partnership ur association between

the parties hereto or any of them.

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be

executed and have set opposite their respective names the date of execution.

UNIT OPERATOR AND WORKING INTEREST OWNER

UNION OIL COMPANY OF CALIFORNIA

Date: By cJﬂ
Attorney-in-Fact

Address: P. 0. Box 3100

Midland, Texas 79702

STATE OF TEXAS, X
I ss.
COUNTY OF MIDLAND. ¢
The foregoing instrument was acknowledged before me this day of
. 198 s by ’
Attorney-in-Fact of UNION OIL COMPANY OF CALIFORNIA, a California corporation,
on behalf of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official
seal the day and year above written.

My Commission Expires: Notary Public

~26~-
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EXHIBIT B ~- EAVES - LEA UNIT, LEA COUNTY, NEW MEXICO, T-21-S, R-32 & 33-E

Basic Royalty Lessee ‘Overriding
Tract Description of Number of Ser. No. & Exp, and of Royalty and Working Interest
No. Land Acres Date of Lease Ownership Percentage  Record Percentage and Percentage
Federal Land
1 T21S, R32E 320.00 NM-13423 U.S.A. Union 0il Company Mildred F. Dachner, Union 0il Company
Sec. 25: S/2 4-30-81 (12.50%) of California a widow, dealing in her of California 1007
sole & separate property
4% of 8/8
2 Sec. 25: N/2 3206.00 NM-14001~-A U.S.A. Union 0il Company A, Minis, Jr., a widower, Union 01l Company
11--30-61 (12.50%) of California dealing in his sole & of California 1007
separate property
4% of 8/8
2 Federal Tracts 640,00 Acres or 28.97016Z of Unit Area
New Mexico State Lands
3 T21S, R33E 1-6678 State of Union 0il Company None Union 0il Company
Sec. 19: Lot 3 312,29 10-1-81 New Mexico of California of California 100%
(36.08 Ac.) (12.50%)
Lot &
(36.12 Ac.)
E/2 SW/4, SE/4
4 Sec. 30: Lot 1 624.56 LG-0048 State of Union 0il Company None Union 0il Company
(36.14 Ac.) 4-1-82 New Mexico of California of California 1007
Lot 2 (12.50%)
(36.14 Ac.)
Lot 3
(36.14 Ac.)
Lot 4
(36.14 Ac.)
E/2, E/2 W/2
5 Sec. 31: Lot 1 76.17 LG-0049 State of Union 0il Company None Union 0il Company
(36.17 Ac.) 4-1-82 New Mexico of California of California 100%
NE/4 NW/4 (12.50%)
6 Sec. 29: W/2Z 320.00 L.G-8302 State of Union 0il Company None Union 0il Company
5-1-90 New Mexico of California of Califcrnia 100%
(12.50%)
e e - -~ - A N s -
R ¥ ,,, b
: . b 3 {50 T § '
Ar i 73 w, »wh !
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EXHIRIT B -- EAVES - LEA UNIT, LEA COUNTY, NEW MEXICO, T-21-S, R-32 & 33-E

e o AP A K AR TR e

o

AR,

Tract
No.

Basic Royalty Lessee Overriding
Description Number of Ser. No. & Exp. and of Royalty and Working Interest
Land Acres Date of Lease Ownership Percentage Record Percentage and Percentage
Sec. 31: Lot 2  236.24 LG-8303 State of Pogo Producing Company None Pogo Producing Company 507%
(36.24 Ac.) 5-1-90 New Mexico & The Superior 0il The Superior 011 Company 507
SE/4 NW/4, NE/4 (12.50%) Company

5 State Tracts 1569.17 Acres or 71.029847% of Unit Area

TOTAL: 7 Tracts 2209.17 Acres in Entire Unit Area
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United States Department of the Interior

GEOLOGICAL SURVEY
South Central Region ~ -
P. 0. Box 26124 RECEIVED
‘ Albuquerque, New Mexico 87125
g 16 SEP 1380 SEP 19 1980 ‘

: ) WIDLAKD DISTRICT JAND
| ' 2y
r o o | é?f»‘@’ (7 e )
‘ Union 0il Company cf California

Attention: Robert Lockhart
P. O. Box 671
Midlana, Texas 79702

Gentlemen:

Your appiication of August 12, 1980, filed with the Deputy Conservation
Manager, 0Oil and Gas, Albuquerque, New Mexico, requests the designation
of the Eaves-Lea unit area, embracing 2,209.17 acres, more or less, Lea
County, New Mexico, as logically subject to exploration and development
under the unitization provisions of the Mineral Leasing Act as amended.

Pursuant to unit plan regulations 30 CFR 226, the land requested as out-
lined on your plat marked "Exhibit 'A‘' Eaves-<Lea Unit, Lea County,
New Mexico" is hereby designated as a logical unit area.

The unit agreement submitted for the area designated should provide for a
well to test the Morrow Formation, or to a depth of 14,850 feet. Your
proposed use of the Form of Agreement for Unproved Areas will be accepted
with the modifications requested in your application.

If conditions are such that further modification of said standard form is

deemed necessary, three copies of the proposed modifications with appro-

priate justification must be submitted to this office through the Deputy
- Conservation Manager, 0il and Gas for preliminary approval,

In the absence of any other type of land requiring special provisions or

of any objections not now apparent, a duly executed agreement identical

with said form, modified as outlined above, will be approved if submitted

in approvable status within a reasonable pericd of time. BHowever, notice

is hereby given that the right is reserved to deny approval of any executed
agreement submitted which, in our opinion, does not have the full commitment
of sufficient lands to afford effective comtrol of operations in the unit
area.

When the executed agreement is transmitted to the Deputy Conservation
Manager, Oil and Gas, Albuquerque, New Mexico for approval, include the
latest status of all acreage. In preparation of Exhibits "A"™ and "B",
follow closely the format of the sample exhibits attached to the 1968
reprint of the aforementioned form.

A S S —————
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Inasmuch as this unit agreement involves State land, we are sending a copy
of the letter to the Commissioner of Public Lands., Please gontact the

State of New Mexico before soliciting joinders,regardless of prior contacts
or clearances from the State.

Sincerely yours,

,J!Zfigﬂéﬂ—¢f;:*quID944;a{?7
/5rJames W. Sutherland
. Conservation Manager for the Director

EEPETETR I LET. Rt




RECEIVED
SEP 111980

MIDLAND DISTRICT LAKR

ALEX J. ARMIJO September 9, 1980

P. O, BO
COMMISSIONER X 1148

SANTA FE, NEW MEXICO

Union 0il Company of California
P. 0. Box 3100
Midland, Texas 79702

Re: The Eaves Unit
lea County, New Mexico

ATTENTION: Mr. Robert V. Lockhart

Gentlemen:

We have received your application requesting the designation
of the Eaves Unit Arez embracing 2,209.17 acres, more or less, Lea
County, New Mexico.

The Commissioner of Public Lands has no objection to the forming
of the unit and the depth and location of the initial test well, provided
the USGS designates it as a logical unit area, also the unit agreement

to be used must containu all of the provisions of the Commissioner of
Public Lands.

It would be greatly appreciated if the unit name was changed, since

we already have a unit by that name, eventho, it has been terminated we still
refer to it by that name.

Very truly yours,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

B W
RKAY D. GéfZiM

, Director
0il and Gas Division
AC 505-827~2748

AJA/RDG/s
[ S ——
li ?7”7 ’ 1 "; ;1 y N 22 i ll“;'i" ER
{ & Sooras o
i it i RIS AR IR
, __._Z._ﬂ/ﬂﬂ e VA, %
| Cpst 0. o23 Y
4




Commissioner of Rblic L ands

i ALEX J. ARMIJO September 15, 1980

COMMISSIONER : F- 0. BOX 1148
; SANTA FE, NEW MEXICO

Union 0il Company of California
P. 0. Box 3100
Midland, Texas 79702

PZ2ENeD
Re: Eaves Unit .
NAME CHANGE SEP 181980
ATTENTION: Ms. Linda H. Hicks WDLARD DISTRICT LAND

Gentlemen:

We are in receipt of your letter dated September 10, 1980,
vhereby, you advise us of the name change from EAVES UNIT to EAVES~
LEA UNIT, as per our request.

It will not be necessary to resubmit your application, however,
all firal instruments must reflect the new name.

Thank you for your help in this matter.
Very truly yours,

ALEX J. ARMIJO
COMMISSIONER OF PUBLIC LANDS

(e, A Ladocoer

RAY D. 'GRA , Director
0il and Gas Division
AC 505-827-2748

AJA/RDG/s




LS

\.;c

¥

J O “ (. (;'::':-'.
yf :B United States Department of the Interior

e,
e

Vi) GEOLOGICAL SURVEY

South Central Regi -
P, 0. Box 26124 RECEIVED
Albuguerque, New Mexico 87125
16 SEP 1980 SEP 191980

MIDLAKD DISTRICT LAno
-
: (62;¢‘59’ <(E7-’ﬁ;£:7:)
Union Oil Company of California ) '

Attention: Robert Lockhart
P. 0. Box &7
Midland, Texas 79702

Gentlemen:

Your application of August 12, 1980, filed with the Deputy Conservation
Manager, Oil and Gas, Albuquerque, New Mexico, requests the designation
of the Eaves-lLea unit area, embracing 2,209.17 acres, more or less, Lea
County, New Mexico, as logically subject to exploration and development
under the unitization provisions of the Mineral Leasing Act as amended.

Pursuant to unit plan regulations 30 CFR 226, the land requested as out-
lined on your plat marked "Exhibit 'A' Eaves-Lea Unit, Lea County,
New Mexico™ is hereby designated as a logical unit area.

The unit agreement submitted for the area designated should provide for a
well to test the Morrow Formation, or to a depth of 14,850 feet. Your
proposed use of the Form of Agreement for Unproved Areas will be accepted
with the modifications requested in your application.

If conditions are such that further modification of said standard form is

deemed necessary, three copies of the proposed modifications with appro-

priate Jjustification must be submitted tc this office through the Deputy
- Conservation Manager, 0il and Gas for preliminary approval.

In the absence of any other type of land requiring special provisions or

of any objections not now apparent, a duly executed agreement identical

with said form, modified as outlined above, will be approved if submitted

in approvable status within a reasonable period of time. However, notice

is hereby given that the right is reserved to deny approval of any executed
azgreement submitted which, in our opinion, does not have the full commitment
of sufficient lands to afford effective control of operations in the unit
area.

When the executed agreement is transmitted to the Deputy Comnservation
Manager, 0il and Gas, Albuguerque, New Mexico for approval, include the
latest status of all acreage. In preparation of Exhibits "A"™ and "B",
follow closely the format of the sample exhibits attached to the 1968

reprint of the aforementioned form. o
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Inasmuch as this unit agreement involves State land, we are sending a copy g

of the letter to the Commissioner of Public Lands. Please contact the

State of New Mexico before soliciting joinders, regardless of prior contacts
. or clearances from the State.

Sincerely yours,

/>-James W. Sutherland
- Conservation Manager for the Director
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Dockets Nos,

Docket No. 37-80

40-80 and 41-80 are tentatively set for December 10 and 30, 1980. Applications for hearing .

must be filed at least 22 days in advance of hearing date.

DOCKET: COMMISSION HEARING - TUESDAY - NOVEMBER 18, 1980

ke

OIL CONSERVATION COMMISSION - 9 A.M. - ROOM 205
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

casE 7088

Application of Southern Union Exploration Co. for recomsideration of Division Ovrder No. R-61175,
Eddy County, New Mexico. Applicant, in the above-styled cause, seeks (a) that Order No. R-6175 be
set aside, or (b) to except the E/Z of Section 32, Towmship 25 South, Rangs 24 East, Eddy County,
New Maxico, from the terms of said order, or (c) clarify said order with respect to the E/2 of

Section 32, Township 25 South, Range 24 East.

Docket No. 38-80

DOCKET: COMMISSION HEARING - MONDAY - NOVEMBER 24, 1980

)

OIL CONSERVATION COMMISSION - 9 A.M. - ROOM 205
STATE LANC OFFICE BUILDING, SANTA FE, NEW MEXICO

CASE 7075:

. County, New Mexico.

(Continued and Readvertised)

Application of Benson-Montin-Greer Drilling Corporation for the amendment of pool rules, Rio Arriba
Applicant, in the above-styled cause, seeks the amendment of the Special Rules
and Regulatious for the West Puerto Chiquito-Mancos 0il Pool as promulgated by Order No. R-2565-%
and amended by Order No. R~6469, to require that wells completed or recompleted on standard units
in said pool be located in the west half of the section at least 1650 feet from the outer boundary
of the spacing and proration unit, and that the drilling of wells be controlled so as to allow no
more than a 330-foot horizontal deviation from the surface location. Further, that the location of
wells on certain specified non-standard proration units approved by Order No. R-6469 should te no
closer than 660 feet to the outer boundary of the non-standard unit nor closer than 330 feet to a
quarter section line or 10 feet to a quarter-quarter section line. Said specified non-standard
units are the two 640-acre units in Township 24 North, Range 1 West; the two 480-acre units in
Township 24 North, Range 1 East; the four 640-acre units in Towmship 26 North, Range 1 West; the
640-~acre unit in Township 26 North, Range 1 East; and the two 640-acre units, the three 600-acre
units, and the 400-acre unit, all in Township 27 North, Range 1 West. Applicant further seeks an
administrative procedure whereby unorthodox locations could be approved upon receipt of written
waivers from all offsetting operators being "crowded™ by the unorthodox tocation.

DOCKET: EXAMINER HEARING - TUESDAY - NOVEMBER 25, 1980

9 AM, - OIL CONSERVATION DIVISION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Daniel 3. Nutter, Examiner, or Richard L. Stamets, Alternate Examiner;

/
_—€KSE 7055:
Q\‘¥ .
Application of Union 0il Company of Califormia for a unit agreement, Lea County, New Mexico.

casE 7077

{Continued from October 29, 1980, Examiner Hearing)

Applicsnt, in the above-siyled cause, seeks approval for the Eaves-Lea Unit Area, comprising 2209
acres, wore or less, of State and Federal lands in Township 21 South, Rangas 32 and 33 East.

(Continued from November 12, 1980, Examiner Hearing) .

Application of Threshold Development Company for a dual completion, E2ddy County, New Mexice.
Applicant, in the above-styled cause, seeks approval for the dual completion of its Conoco "10"
State Com Welli No. 1 located in Unit ¥ of Sectiom 10, Township 19 South, Range 29 East, Turkey
Track Field, to produce oil from the Wolfcamp formation and gas from the Atoka formation through
parallel strings of tubing.

-
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Examiner Rearing - Tuesday - Novewber 25, 1980 Docket No. 39-80

CASE 7089: Application of Summit Energy, Inc. for a waterflood project, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks authority to institute a waterflood project by the
injection of water into the Blinebry formation through its Gulf Bunin Well No, 2 located in Unit
C of Section 13, Township 21 South, Range 37 East.

CASE 7090: Application of Dorchester Exploration, Inc. for directional drilling and an unorthodox gas well
location, Chaves County, New Mexico. Applicant, in the above-styled cause, seeks authority to re-
eater the old Union Hill Well No. 1, the surface location of which is 2310 feet from the North
and West lines of Section 27, Township 12 South, Range 28 East, and to directionally drill in an
indeterminate direction from a kick-off point at 7300 feet, bottoming said well at an approximate
depth of 9100 feet in the Mississippian formation less than 330 feet away from the surface loca-
tion. The W/2 of said Section 27 would be dcdicated to the well.

CASE 7091: Application of Layton Enterprises, Inc. for a non-standard proration unit, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for an 80-acre non-standard oil proration unit
couprising the N/2 NW/4 of Section 14, Towmship 9 South, Range 34 East, Vada-Pennsylvanian Pool,
to be dedicated to an old well to be re-cntered 660 feet from the North line and 1830 feet from the
West line of said Section 4.

CASE 7051: (Continued from October 15, 1980, Examiner Hearing)

Application of Petro Lewis Corporation for downhole commingling, Lea County, Mew Mexico.
Applicant, in the above-styled cause, seeks approval for the Jdownhole commingling of Blinebry and
Drinkard production in the wellbore of its L. G. Wariick "B" Well No. 2 located in Unit G of Sec-
tion 19, Township 21 South, Range 37 East.

CASE 6940: (Continued from October 1, 1980, Examiner Hearing)

Application of Adobe 0il Company for compulsory pooling, Lea County, New Mexico.

Applicant, in the above-styled cause, secks an order pooling &1l mineral interests down through the

Wolfcamp forwation underlying the NW/4 SE/4 for oil and the SE/4 for gas, Sectiom 23, Towmship 20

South, Range 38 East, to be dedicated to a well to be drilled at a standard location thereon. Also
* to be considered will be the cust of drilling and completing said well and the allocation of the

cost thereof as well as actual operating costs and charges for supervision, designation of appli-

cant as operator of the well, and a charge for risk involved in drilling ssid well.

CASE 6996: (Continued from October 1, 1380, Examiner Hearing) (To be continued tc December 10, 1980, Examiner
—_— Hearing)
Application of John E. Schalk for compulsory pooling, Rio Arriba County, New Mexico. 8
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Blanco
Mesaverde Pool underlying the NE/4 of Section 8, Township 25 North, Range 3 West, to be dedicated
to a well to be drilled at a standard location thereon. Also to be considered will be the cost
of drilling and completing said well and the allocation of the cost thereof as well as actual
operating costs and charges for supervision, degignation of applicant as operator of the well,
and a charge for risk involved in drilling said well.

CASE 6668: (Continued and Readvertised)

In the matter of Case 6666 being reopened pursuant to the provisions of Order No. R-6139 which
order promulgated temporary special rules and regulations for the South Culebra Bluff-Bone Spring
Pool in Eddy County, New Mexico, including a provision for 80-acre spacing units. 0perators in
said pool may appear and show cause why the pool should not be developed on 40-acre spacing units.

CASE 7092: Application of Delta Drilling Company for pool extension, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks the extension of the South Culebra Bluff-Bome Spring
Pool to include all of Sectioms 2, 11, 13, 14, 23, and 24, Township 23 South, Range 28 East.

CASE 7093: Application of Mesa Petroleum Company and Yates Petroleum Corporation for designation of a tight
formation, Torrance, Guadalupe, DeBaca, Lincoln, and Chaves Counties, New Mexico. Pursuant to
Section 107 of the Natural Gas Policy Act of 1978 and 18 CFR Section 271.701-705, applicants, in
the above-styled cause, seek the designation as a tight formation of the Abo formation underlying
the following described lands in the above—named coumties:
all of Townships 1 North thru 4 North, Ranges 14 East thru 27 East; all of Townships 5 North thru
7 Rorth, Ranges 14 East thru 26 East; all of Townships 1 South thru 5 South, Ranges 14 East thru
27 East; all of Township 6 South, Ranges 14 thru 28 East; N/2 only of Township 7 South, Ranges 14
East thru 17 East; all of Townships 7 South and 8 South, Ranges 18 Eazst thru 28 East; all of Town-
ships 9 South and 10 South, Ranges 18 East thru 27 East; all of Township 11 South, Ranges 18 East
thru 25 East; all of Township 12 South, Ranges 18 East thru 24 East; all of Towaship 13 South,
Ranges 18 East thru 23 East; and all of Towmship 14 South, Ranges 18 East thru 22 East; also all
of Township 9 1/2 South, Range 24 East.
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Exsminer Hearing - Tuessday - November 25, 1980 Docket No. 39-80
CASE 7094: 1In the matter of the hearing called by the 0il Conservation Division on its own motion for an order

creating, assigning s discovery allowable, contracting, and extending certain pools in Chaves, Eddy,
and Lea Counties, New Mexico:

(a) CREATE a new pool in Lea County, New Mexico, claseified as an oil pool for Yates production
and designatad as the Northeast Lusk-Yates Pool. Further, to assign approximarely 14,790 barrels
of discovery allowable to the discovery well, Sun 0Oil Company Jennings B Federal Well No. 1
located in Unit K of Section 15, Township 19 South, Range 32 East, NMPM. Said pool would comprise:

TOWNSHIP 19 SOUTH, RANGE 32 EAST, NMPM
Section 15: SW/4

(b) CREATE s new puol in Lea County, New Mexico, classified as & gas pool for Yates production
and designated as the North Querecho Plains-Yates Cas Pool. The discovery well is Lewis B. Burle-
son, Inc. Berry Federal Well No. 1 located in Unit E of Section 35, T:mmship 18 South, Range 32
Fast, NMPM. Said pool would compriss:

TOWNSHIP 18 SOUTH, RANGE 32 EAST, NMPM
Section 35: NW/4

(¢) CREATE & new pool in Lea County, New Mexico, classified as a gas pool for Atcka production
and designated as the Triple X-Atoka Gas Pool. The discovery well is Getty Oil Compaay HNG 4F
State Well No. i located in Unit F of Section 4, Towaship 24 South, Range 33 East, NMPM. Said
pool would coumprise:

TOWNSHIP 24 SOUTH, RARGE 33 EAST, NMMPM
Section 4: W/2

(d) CREATE & new pool in Lea County, New Mexico, classified as an oil pool for Devonian production
and designated as the Tulk-Devonian Pool. The discovery well is Santa Fe Energy Company State NM3
Well No. 1 located in Unit P of Section 3, Township 15 South, Range 32 East, NMPM. Said pool
would conprue'

TOWNSHIP 15 SOUTH, RANGE 32 EAST, RMPM
Section 3: SE/4

(e) CREATE a new pool in Lea County, New Mexico, classified as a gas pool for Morrow production
and designated as the Vaca Draw-Morrow Gas Pool. The discovery well is HNG 0il Company Bell Lake
11 Pederal Well No. 1 located in Unit B of Section 11, 'rownshxp 25 South, Range 33 East, NMPM.
Seid pool would comprise:

TOWNSHIP 25 SOUTH, RANGE 33 EAST, RMPM
Section 11: N/2

(£f) CREATE a new pool in Lea County, New Mexico, classified as an o0il pool for Bome Spring pro-
duction and designated as the North Young-noue Spring Pool. The discovery well is Harvey E. Yates
Compeny Young Deep Unit Well No. 1 located in Unit D of Section 10, Township 18 South, Range 32
Bast, WMPM. Said pooi would comprise:

TOWNSHIP 18 SOUTH, RANGE 32 EAST, NMPM
Section 10: NW/4

(g) COBTRACT the Anderson Ranch-Wolfcamp Pool in Lea Ccunty, New Mexito, by the deletion of the
following described area:

TOWNSHIP 16 SOUTH, RANGE 32 EAST, NMPM
Section 3: Lots 9, 10, 15, and 16

{h) CONTRACT the Querecho Plains-Yates Pool in Lea County, Nev Mexico, by the deletion of the
following descnbed area:

MSKIP 18 SOUTH, RANGE 32 EAST NMPM
Secticn 35: RW/4

(i) CONTRACT the South Red Lake-Seven Rivers Pool in Eddy County, New Mexico, by the deletion of
the following described area:

" TOWNSHIP 17 SOUTH, RANGE 28 EAST, NMPM
Section 15: W/2 SW/&4
Section 22: WW/4
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Exsminer Hearing - Tuesday - November 25, 1980 Docket No., 39-80

(j) EXTEND the Airstrip-Lower Bone Spring Pool in Lea County, New Mexico, to include therein:

(x)

(1)

(»)

(n)

- (a)

(p)

(q)

(r)

(a)

EXTEND

EXTEND

therein:

the

the

the

the

the

the

the

the

TOWNSHIP 18 SOUTH, RANCE 34 EAST, WMPM
Sectior 23: SE/4

North Anderson Ranch-Wolfcamp Pool in Les County, New Mexico, to include therein:

TOWNSHIP 16 SOUTH, RANGE 32 EAST, NMPM
Section 2: Lots 11, 12, 13, and 14
Section 1: Lots 9, 10, 15, and 16

Antelope Ridge-Bone Spring Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 23 SOUTH, RANGE 34 EAST, WMPM
Section 24: SW/4
Section 25: NW/4

West Arkansas Junction-San Andres Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 18 SOUTH, RANGE 36 EAST, XKMPM
Section 20: SW/4
Section 29: NW/4

Bass~Morrow Gas Pocl in Eddy Cournty, New Mexico, to include therein:

TOWNSHIP 21 SOUTH, RANGE 28 EAST, NMPM
Section 21: E/2
Section 28: All

Bell Lake-Bone Spring Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 23 SOUTH, RANGE 34 EAST, NMPM
Section 29: N/2 .
Section 30: E/2

Section 31: NE/4

Blinedbry 0Oil and Gas Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 20 SOUTH, RANGE 38 EAST, NMPM
Sactiom 22: SE/4

TOWNSHIP 21 SOUTH, RANGE 37 EAST, NMPM
Section 8: NW/4

Bull's Eye-San Andres Pool in Chaves County, New Mexico, to include therein:

TOWNSHIP 8 SOUTH, RANGE 29 EAST, NMPM
Section 6: E/2 SW/4&
Section 7: E/2 WW/4

Denton-Wolfcamp Pool in Lea County, New Mexico, to include therein:

TOWNSBRIP 14 SOUTH, RANGE 37 EAST, NMPM
Section 22: S:£/4

Diamotid Mound-Morrow Gas Pcol in Chaves and Eddy Counties, New Mexico, to include

TOWKSHIP 15 SOUTH, RANGE 27 EAST, NMPM
Section 35: S/2

TOWNSHIP 15 SOUTH, RANGE 28 EAST, NMPM
Section 31: E/2

TOWRSHIP 16 SOUTH, RANGE 28 EAST, NMPM
Section 3: Llots 1, 2, 3, 4, 5, 6, 7,
8, 9, 10, 11, 12, 13, 14,
15, and 16
Section 4: lots 1, 2, 7, 8, 9, 10,
15, and 16

-~

5 A
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(t) EXTEND the Dublin Ranch-Morrow Gas Pool in Eddy County, New Mexico, to include therein:

TOWNSHIP 22 SOUTH, RANGE 28 EAST, NMPM
Section 28: All
Section 29: N/2

(u) EXTEND the Eagle Creek Permo~Pennsylvanian Gas Pool in Eddy County, New Mexico, to include

thersin:

{v) EXTEND the

TOWNSHIP 17 SOUTH, RANGE 256 EAST, NMPM
Section 36: E/2

South Empire~Morrow Gas Pool iun Eddy County, New Mexico, to include therein:

TOWNSRIP 17 SOUTH, BANCE 29 EAST, NMPM
Section 18: All

(w) EXTEND the East Empire Yates-Seven Rivers Pool in Eddy County, New Mexico, to include

therain:

TOWNSHIP 17 SOUTH, RARGE 28 EAST, NMPM
Section 22: WMW/4

(x) EXTEND the ‘Esat Grama Ridge-Morrow Gas Poocl in Lea County, New Mexico, to include therein:

TOWNSHIP 22 SOUTH, RANGE 34 EAST, NMPM
Section 2: SE/4

(y) EXTEND the Hardy-Blinebry Pool in Lea County, New Mexico, to include therein:

-
TOWNSHIP 21 SOUTH, RANGE 36 EAST, NMPM
Section 1: S/2

(z) EXTENRD the Hardy-Drinkard Pool in Lez County, New Mexico, to include thereinm:

(az) EXTEND the

(bb) EXTEND the
therein:

{ec) EXTEND the
include therein:

(dd) EXTEND the
therein:

{es) EXTEND the
therein:

TOWKSHIP 21 SOUTH, RANGE 36 EAST, NMPM
Section 1 S/2

Leamex-Wolfcamp Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 17 SOUTH, RANGE 33 EAST, NMPM
Sectiom 21: S/2 NW/4

Leco Hills Queen~Grayburg-San' Andres Pool in Eddy County, New Mexico, to include

TOWNSHIP 18 SOUTH, RANGE 30 EAST, NMPM
Saction 2: SW/4 SW/G

Section 3: All

Section 4: E/2

Section 11: NW/4 NW/4

South Lnhco Hills Queen-Grayburg-San Andres Pool in Eddy County, New Mexico, to

TOWNSHIP 18 SOUTH, RANGE 29 EAST, NMPM
Section 31: NE/b NE/4

Northeast Lovington-Pennsylvanian Pocl in Lea County, New Mexico, to include

TOWNSHIP 16 SOUTH, RANGE 137 EAST, NMPM
Section 29: WW/4

Penasco Draw Permo-Pennsylvanian Gas Pool in Eddy County, New Mexico, to include

TOWNSHIP 18 SOUTH, RANGE 24 EAST, NMPM
Section 25: §/2 ] .
Section 36: All

TOWNSHIP 19 SOUTH, RANGE 24 FAST, NMPM
Section 1: N/2 .

%

L



Page 6 of &
Examiner Hearing - Tuesday -~ November 25, 1980 Docket Wo. 39-80

(ff) EXTEWD the Ssunders Permo-Upper Pemmaylvanian Pool in Lea County, Mew Maxico, to include
therein:

TOWNSHIP 14 SOUTH, RAMGE 33 BAST, NMPN

Section 28: WNW/&

(gg) EXTEND the Scharb-Bone Spring Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 19 SOUTH, RANGE 35 EAST, NMPM
Section 4: SW/4
Section $: SE/4

(hh. ECXTEND the Tom-Tom San Andres Pool in Chaves County, New Mexico, to include therein:

TOWNSHIP 7 SOUTH, RANGE 31 EAST, NMPM
Section 25: SE/4

(ii) EXTEND the Twin Lakes-San Andres Associated Pool in Chaves County. New Mexico, to include :
therein: :

TOWNSHIP 8 SOUTH, RANGE 29 EAST, NMPM
Section 19: W/2 NE/4 and NW/4 SE/4 )
Section 31: E/2 : 0

(jj)} EXTEND the Vacuum-Abo Reef Pool in Lea County, New Mexico, to include therein:

TOWNSHIP 18 SOUTH, RANGE 35 EAST, NMPM :
Bection 9: SW/4 ;

ey T e
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
CIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, WEW MEXICO
29 October 1980

EXAMINER HEARING
IN THE MATTER OF:
Application of Union 0il Company of

California for a unit agreement, Lea
County, New Mexico.

CASE
7055
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BEFCRE: Daniel S. Nutter
TRANSCRIPT OF HEARING

APPEARANCES

For the Oil Conservation W. Perry Pearce, K Esq.
Division: Legal Counsel to the Division
State Land Office Bldg.

Santa Fe, New Mexico 87501
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MR. NUTTER: The hearing will come to
order, please.

The first case this morning will be Case
Number 7055.

MR, PEARCE: Application of Union 0il
Company of California for a unit agreement, Lea County, New
Mexico.

Ckay, we have a letter on this matter
reguesting that it be set over to the November 25th docket.

MR. NUTTER: Case Number 7055 will be
continued to the Examiner Hearing scheduled to be held at

this same place at 9:00 o'clock a. m. November 25, 1980.

(Hearing concluded.)
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STATE OF NIl MEXICO
ENERGY AND MINLERALS DEPARTMIMNT
QIL CONSGERVATION DIVISION
STATE LAND OFFICE 8LDG.
SANTA P, URW MEXICO
22 oOctober 1980

DIAMINER HIIARING

IN THE MATTER OF:

Application of Union 0il Company of
California for a unit agreement, Lea
County, New Mexico.

CASE
7055
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BEFORE: Daniel S. Nutter

TRANSCRIPT OF HEARING

APPEARANCES

For the 0il Conservation W. Perry Pearce, Esq.
Division: Legal Counsel to the Division
State Land Office Bldg.
Santa Fe, New Mexico 87501
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Cempany of California for a unit agreement, Lea County, New

Mexico.

11 reguesting that it be set over to the November 25th docket.

continued to the Examiner nearing scheduled to be held at

this same place at 9:00 o'clock a. m. November 25, 1980.

e

MR, NUTTLR: The hearing will come to
nlcase,

The first case this morning will be Case

MPE. PEARCE: Application of Union 0il

Okay, we have a letter on this matter

MR. NUTTER: Case Number 7055 will be

(Hearina concluded.)
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LAW OFFICES OF

OILQ 47 80 JENNINGS & CHRISTY
JAMES T. JENNIN e ™y I3 SFCURITY NATIONAL BANK BUILDING
SIM B.CHRISTY IY -1

P, O.B80X 1180

DEAN G- c':"‘5*"‘"*”‘‘58‘4/\7,4 l‘ ‘”’lbloWDSWELL NEW MEXICO 8820

o October 10, 1980

Ms. Florine Davidson
Administrative Secretary
0il Conservation Division
P. 0. Box 2088
Santa Fe, NM 87501
Re: Union 0il Company of California
Application to Approve
Eaves-~-Lea Unit

Dear Florine: Ca5€ 2o0Ss5

When I was in Santa Fe last week we discussed the application
which I filed on behalf of Union and which was to be on the
October 29 docket. I have now learned that the Union princip
witness will be out of the country on that date and we would
like to have the matter put over to the November 25 docket.
hope that this will not cause you any inconvenience, and if i
is not satisfactory, let me know.

Yours very truly,

JENNINGS & CHRISTY

3/in/

v Union 0il Co. of California

o R BB Baas Kl vy LT e s

T eaamenan 0 R o ’ TSI e e et s i i

TELEPHONE 622-8432
Area CoDE 505
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Docket No., 34-80

Dockets Nos. 36-80 and 37-80 are tentatively set for November 12 and 25, 1980. Applications for hearing must
be filed at least 22 days in advance of hearing date,

DOCKET: EXAMINER HEARING - WEDNESDAY - OCTOBER 29, 1980

9 A.M. - OIL CONSERVATION DL1VISION CONFERENCE ROOﬁ,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Daniel S. Nutter, Examiner, or Richard L. Stamets, Alternate Examiner:

CASE _7055:

CASE_7056:

CASE 7057:

CASE 7058:

CASE 7059:

CASE 7060:

CASE 7061:

CASE 7062:

CASE 7063:

CASE 7041:

CASE 7064:

(This case will be continued to the November 25 hearing.)

Abplication of Union Oil Company of California for a unit agreemeat, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the Eaves-Lea Unit Area, comprising 2209
acres, more or less, of State and Federal lands in Township 21 South, Ranges 32 and 33 East.

Application of Getty Oil Company for the extension of vertical limits of the Langlie Mattix Pool,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks the contraction of the vertical
limits of the Jalmat Pool and the upward extension of the vertical limite of the Langlie Mattix Pool
to a depth of 3540 feet, subsurface, uader the NW/4 SW/4 of Section 3, Township 24 South, Range 36
East.

Application of Doyle Hartman for the extemsion of vertical limits of the Langlie Mattix Pool, lea

County, New Mexico. Applicant, in the above-styled cause. seeks the contraction of the vertical
limits of the Jalmat Pool and the upward extension of the vertical limits of the Langlie Mattix Pool

to the following depths underlying the following 40-acre tracts in Township 24 South, Range 37 East:
SE/4 SE/4 of Section 30: 3364 feet; NE/&4 SE/4 of Section 30: 3389 feet; and SE/4 SW/4 of Section

20: 3390 feet,

Application of Tahoe 0il & Cattle Company for downhole commingling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the downhole commingling of Jalmat and Langlie
Mattix production in the wellbores of its Harrison Wells Nos. 1 and 2 located in Units A 2nd H. respec-
tively, and its Judy Well No. 1 located in Unit C, all in Section 7, Township 25 South, Range 37 East.

Application of Gulf Oil Corporation for the extension of vertical limits of the Langlie Mattix Pool,
tLea County, New Mexico. Applicant, in the above-styled cause, seeks the contraction of the vertical
limits of the Jalmat Pool and the upward extension aof the vertical limits of the Langlie Mattix Pool
to a depth of 3406 feet under the W/2 SW/4 of Section 30, Township 24 South, Range 37 East.

Application of Mobil Producing Inc. for downhole commingling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the downhole commingling of Jalmat and Langlie
Martix production in the wellbores of its Humphrey Queen Unit Wells Nos. 13 in Unit I of Section 4 and
16 in Unit K of Section 3 and its Langlie Mattix Queen Unit Well No. 10 in Unit C of Section 15, all in
Township 25 South, Range 37 East.

Application of Bettis, Boyle & Stovall for downhole commingling, Lea County, New Mexico.

Applicant, in the above-styled cause. seeks approval for the downhole commingliang of Jalmat and Langlie
Mattix production in the wellbore of its Justis B Well No. 8 located in Unit G of Section 20, Township
25 South, Range 37 East. ’

Application of El Paso Natural Gas Company for downhole commingling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the downhole commingling of Jalmat and Langli:z
Mattix production in the wellbore of its Carlson Federal Well No. 2 located in Unit N of Section 23,
Township 25 South, Range 37 East. )

Application of Lewis Burleson for the extension of vertical limits of the Langlie Mattix Pool, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks the contraction of the vertical limits
of the Jalmat Pool and the upward extension of the vertical limits of the Langlie Mattix Pool to a
depth of 3150 feet under the SE/4 NW/4 of Section 22, Township 25 South, Range 37 East,

(Continued from October 8, 1980, Commission Hearing)

Application of John Yuronka for the extension of vertical limits of the Langlie Mattix Pool, Lea
County, New Mexico. Applicant, in the above-styled caus:, seeks the contraction of the vertical
limits of the Jalmat Pool and the upward extension of the vertical limits of the Langlie Mattix Pool
to a depth of 3,408 feet, subsurface, under the NW/& SW/4 of Section 17, Township 24 South, Range 37
East.

Application-of E1 Paso Natural Gas Company for an unorthodox location and simultasneous dedication, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks approval for the similtaneous dedica-
tion of a previously approved 440-acre proration unit comprising the $/2, S/2 NW/4, and MW/4 NW/4 of
Section 33, Township 25 South, Range 37 East, Jalmat Gas Pool, to its Gregory Fed. Well No. 1 located
in Unit J and its Gregory Fed. A Well No. 2, at an unorthodox location in the center of Unit L of said
Section 33. : i



Page 2 of 3 - ’
Examiner Hearing - Wednesday - October 2?9, 1980 Docket No. 34-80

CASE_7065: Application of El Paso Natural Cas Company for twelve non-standard proration units, Rio Arriba County,
New Mexico. Applicant, in the above-styled cause, seeks approval for the establishment of eight non-
standard proration units for Pictured Cliffs wells to be drilled in the W/2 of partial Sections 6, 7,
18, 19, 30 and 31 of Township 30 North, Range & West, and four non-standard proration units for
Pictured Cliffs wells in partial Sections 7, 8, and 9 of Township 28 North, Range & West.

CASE 7066: Application of Conoco Inc. for a dual completion, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the duzl completicn of its Britt "B" Well No.
27 located in Unit G of Section 15, Township 20 South, Range 37 East, to produce oil from the Weir-~
Drinkard or an undesignated Blinebry pool and an undesignated Abo pool.

CASE 7067: Application of Conoco Inc. for a dual completion, Fddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the dual completion of its Dagger Draw Com.
Well No. 4 located in Unit J of Section 25, Township 19 South, Range 24 East, to produce oil irom the
North Dagger Draw-Upper Penn Pool and gas from an undesignated Korrow pool.

"CASE 7068: Application of Conoco Inc. for a dual completion and an unorthudox well location, Eddy County, New
Mexico. Applicsent, in the abuve-styled cause, geeks approval for the dual completion of its Penny
Federal Com. Well No. 2 at an unorthodox "location 1650 feet from the North line and 1980 feet from
the East line of Section 23, Township 20 South, Range 24 East, to produce oil from the South Dagger
Draw-Upper Penn Pool and gas from an undesignatsd Morrow pool.

. »

CASE 7069: Application of Anadarko Production Company for an unorthodo: gas well locaction, Eddy County, New Mexico.
Applicant, in the above~-styled cause, seeks approval for the unorthodox location of a Morrow test well
to be drilled 660 feet from the South and East lines of Section 4, Township 19 South, Range 25 East,
the S/2 >f said Section & to be dedicated to the well.

CASE 7070: Application of Tesoro Petroleum Corporation for a pilot caustic flood project, McKinley County, New
Mexico. Applicant, in the above-styled cause, seeks authority to institute a one-acre pilot caustic
flood project in the Hospah Field by the injection of caustic fluid into the Seven Lakes Sand of the
Upper Hospah Field at an approximate depth of 300-200 feet through four injection weils in Unit K of
Section 1, Township 17 North, Range 9 West.

CASE 7071: Application of Jake L. Hamon for an unorthodox well location and simultaneous dedication, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks approval for the simultaneous dedication of
a 640-~acre proration unit comprising all of Section 17, Township 20 South, Range 36 Fast, Norch Osudo-
Morrow Pool, to its Amerada Federal Well No. 2 located in Unit F and its Amerada Federal Well No. 3,
to be drilled at an unorthodox location 1650 feet from the South line and 660 feet from the East line
of said Sectiomn 17.

CASE 6668: (Reopened and Readvertised)

In the matter of Case 6668 being reopened pursuant to the provisions of Order No. R-6139 which order
promulgated temporary special rules and regulations for the South Culebra Bluff-Bone Spring Pool in
Eddy County, New Mexico, including a provision for 80-acre spacing units. Operators in said pool may
appear and show cause why the pool should not be developed on 40-acre spacing units.

CASE 7005: (Continued from September 17, 1980, Examiner Hearing)

Application of Sol West IIL for an NGPA determination, Eddy County, New Mexico.

Applicant, in the above-styled cause, seeks a new onshore reservoir determination in the Morrow
formation for his Turkey Track-Morrow Sand Well No. 1 in Unit I of Section 26, Township 18 South,
Range 28 East.

CASE 7072: Application of Enserch Exploration, Inc. for pool creation and special pool rules, Roosevelt County,
New Mexico. Applicant, in the above-styled cause, seeks the creation of a new Pennsylvanian ail pool
for its Enserch Amoco State Well No. 1 located in Unit L of Section 16, Township 4 South, Range 33
East, and the promulgation of special pool rules therefor, including a provision for 80-acre spacing.

CASE 7073: Application of Enserch Ewpleration, Inc. for pool creation, temporary special pool rules, and assign-
ment of a discovery allowabie, Chaves County, New Mexico. Applicant, in the above-~styled cause, seeks
the creation of a new Fusselman oil pool for its J. G. O'Brien Well No. 1 located 1980 feet from the
North line and 660 feet from the West iine of Sectiom 31, Township 7 South, Range 29 East, with special
rules therefor, including provisions for 80-acre spacing, a limiting gas-oil ratio of 3000 to one and
special well location requirements providing for the drilling of wells within 150 feet of the center
of a quarter—quarter section. Applicant further seeks approval of ¢ 74.24-acze proration and spacing
unit and a discovery allowable for said J. G. O'Brien Well No. 1.

s Ry e R SO e
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CASE Y074: Application of Enserch Explorstion, Inc, for pool creation, an unorthodox gas well location, and non-

CASE 6822:

CASE 6648:

CASE 7045:

CASE 7024:

CASE 7038:

standard proration unit, Chaves County, New Mexico. Applicant, in the above-styled causs, seeks.the
creation of a new Fusselman gas pool for its J. G. O'Brien Well No. 2 located at an unorthodox location
660 feer from the South and West lines of Section 30, Township 7 South, Range 29 East, to be dedicated
to & 308.96-acre non-standard unit comprising the W/2 of said Section 30,

(Continued from October 1, 1980, Examiner Hearing)

In the matter of Case 6822 being reopened pursuadt to the provisons of Order No. R-6293 which ovder
created the West Double X-Wolfcamp Gas Pool as a retrograde gas condensate pool and set special pro-
duction limitations therein. Operator(s) may appear and present evidence to establish the Irue nature
of the reservoir and proper rates of withdrawal therefrom.

(Continued from October 1, 1980, Examiner Hearing)

In the matter of Case 6648 beinz reapened pursuant to the provisio&!.%f Order No., R-6124 which order
promulgated temporary special rules and regulations for the North Caprock-Mississippian Pool in Lea
County, New Mexico, 1ncludxng a provision for 160-acre spacing and a 4000 tn one gas-oil ratio
limitation. Operltors in said pool may appear and show cause why the pool should not be developed
on 40-acre spacing with a 2000 to one GOR. e

(Continued from October 15, 1980, Examiner Hearing)

Application of Texas 0il & Gas Corp. for downhole commingling, Eddy County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the downhole commingling of Atoka and Upper
Morrow production in the wellbore of its Superior Federal Com. Well No. 1 located in Unit G of Sec-
tion 8, Township 20 South, Range 29 East.

(Continued from October 15, 1980, Examiner Hearing)

Application of Southland Royalty Company for compulsory pooling, Eddy County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Pennsylvanian
formation underlying the E/2 of Section 35, Township 18 South, Range 29 East. to be dedicated to a well
to be drilled at a standard location thereon. Also to be considered will be the cost of Jdrilling and
completing said well and the allocation of the cost thereof as well as actual operating costs and
charges for supervision, designstion of applxcant as operator of the well, and a charge for risk in-
volved in drilling said well.

(Continued from October 15, 1980, Examiner Hearing)

Application of Natura Energy Corporation for compulsory pooling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the San Andres
formation underlying the NE/& NE/4 of Section 6, Township 19 South, Range 39 East, to be dedicated
to a well to be drilled at a standard location thereon. Also to be considered will be the cost of
drilling and completing said well and the allocation of the cost thereof as well as actual operating
costs and charges for supervision, designation of applicant as operator of the well, and a charge
for risk involved in drilling said well.
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Docket No. 35-80

. DOCKET: COMMISSION HEARING - FRIDAY - CCTOBER 31, 1980

OIL CONSERVATION COMMISSION - 9 A.M. - ROOM 205
STATE LARD OFFICE BUILDING, SANTA FE, NEW MEXICO

CASE 7075:

ﬁ{—mmm.wﬁ»-...‘& §

Application of Benson-Moutin-Greer Drilling Corporation for the amendment of pool rules, Rio Arriba
County, New Mexico. Applicant, in the above-styled cause, seeks the amendment of the Special Rules and
Regulations for the West Puerto Chiquito-Mancos 0il Pool as promu ated by Order No. R-2565-B and amended
by Order No. R-6469, to tequlte that the locations of wells in sadg pool be at least 1650 feet from the
outer boundary of the spacing and proration unit, and that the drilling of wells be controlled so as

to allow no more than a 330-foot horizontal deviation from the surface location. Further, that the lo-
cation of wells on certain specified non-standard proration units approved by Order No. R~6469 should
be no closer than 660 feet to the outer boundary of the non-standard unit nor closer than 330 feet to
& quarter section line or 10 feet to & quarter-quarter section line. Said specitied non-standard units
are the two 640-acre units in Township 24 North, Range 1 West; the two 480-acre units in Township 24
North, Range 1 East; the four 640-acre units in Township 26 North, Range l West; the 640-acre unit in
Township 26 North, Range 1 East; and the two 640D-acre units, the three 600-acre ynits, and the 400-acre
unit, all in Township 27 North, Range L West. Applicant further seeks an administrative procedure
vhereby unorthodox locations cculd be approved upon receipt of written waivers from all offsetting
operators teing "crowded" by the unotthodox iocation,
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0il Conservation Division
State of New Mexico

P. O. Box 2088

Santa Fe, NM 87501
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ATTENTION: Mr. Ernest Padilla, General Counsel

Y\

Re: Union 0il Company of California- (9 ] '7()5i
Eaves-Lea Unit Agreement _,Cldd}L

Dear Ernie:

Enclosed herewith you will find Union 0il Company's Application
for approval of its Eaves-Lea Unit. It is my understanding that
an application for the designation of the unit has been filed
with both the USGS and the Commissioner of Public Lands and ten-
tative approval has been given.

We assume that this will be set down for hearing before an exa-
miner before the hearing scheduled on October 29, 1980.

O

We appréciate your taking care of this matter for us and if you
have any questions, please call me.

Yours very truly,

JENNINGS & CHRISTY

£ A AN L0y R N . G 2
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v+ :BEFORE \?{Q{% OIL CONSERVATION DIVISION
OIL & ENERGY MINERALS DEPARTMENT
STATE OF NEW MEXICO

i

IN THE MATTER OF THE APPLICATION

OF UNION OIL COMPANY OF CALIFORNIA
FOR APPROVAL OF THE EAVES-LEA UNIT
AGREEMENT, LEA COUNTY, MEW MEXICO.

S055
APPLICATION Ciﬁpr

COMES NOW Applicant, Union 0il Company of California, by
its attorneys, Jennings & Christy, and requests approval of the
Eaves-Lea Unit Agreement covering 2209.17 acres of Federal and
State lands, Lea County, New Mexico, and in support of its
Application states:

1. Applicant desires to obtain Division's approval of the
Eaves—Lea Unit Agreement covering 2209.17 acres of Federal and

———

State lands described as follows:
T T ———
LEA COUNTY, NEW MEXICO

TOWNSHIP 21 SOUTH, RANGE 32 EAST, N.M.P.M.

Section 25: All

TOWNSHIP 21 SOUTH, RANGE 33 EAST, N.M.P.M.

Section 19: Lots 3 & 4, EXSWX% & SE% (Sk%)
Section 29: W

Section 30: Lots 1,2,3 & 4, ExWk% & E% (All)
Section 31: Lots 1 & 2, EXNWX% & NE% (N%)

2. DApplicant proposes to drill a Morrow test well to be lo-
cated 1320' FNL and 1980’ FWL of Section 30, Township 21 South,
Range 33 East, to a depth sufficient to test the Morrow forma-
tion or 14,850 feet, whichever is lesser, and feels that the Unit
Agreement will promote the prevention of waste and the protection

of correlative rights within the Unit Area.

3. Applicant will be the operator of the Unit Area.




o
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4. A copy of the Unit Agreement will be furnished at the
time of the hearing and a copy of the proposed Unit Area showing
the Federal acreage which is 640 acres or 28.97016%, and the State
acreage which is 1569.17 acres or 71.029864% is attached hereto
and marked Exhibit "A",

WHEREFORE, the Applicant requests the Division to set this
matter down for hearing before an examiner at an early date, publish
notice as required by law, and after hearing issue its order ap-

proving the Eaves-Lea Unit Agreement.

Respectfully submitted,

UNION OIL COMPANY OF CALIFORNIA

ennings M sty
rneys fo pplicant
P. O. Box 1180

Roswell, New Mexico 8820l
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BEFORE THE OIL CONSERVATION DIVISION
OIL & ENERGY MINERALS DEPARTMENT
STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF UNION OIL COMPANY OF CALIFORNIA
FCR APPROVAL OF THE EAVES—~LEA UNIT
AGREEMENT, LEA COUNTY, NEW MEXICO.

Con™ 708%

APPLICATION

COMES NOW Applicant, Union 0Oil Company of California, by
its attorneys, Jennings & Christy, and requests approval of the
Eaves-Lea Unit Agreement covering 2209.17 acres of Federal and
State lands, Lea County, New Mexico, and in support of its
Application states:

l. Applicant desires to obtain Division's approval of the
Eaves—-Lea Unit Agreement covering 2209.17 acres of Federal and
State lands described as follows:

LEA COUNTY, NEW MEXICO

TOWNSHIP 21 SOUTH, RANGE 32 EAST, N.M.P.M.

Section 25: All

TOWNSHIP 21 SOUTH, RANGE 33 EAST, N.M.P.M.

Section 19: lLots 3 & 4, EXSWX% & SEY% (Sk)
Section 29: Wk .

Section 30: ILots 1,2,3 & 4, EXxW%s & EX (All)
Section 31: Lots 1 & 2, ExNW% & NEX (NX%)

2. Applicant proposes to drill a Morrow test well to be lo-
cated 1320' FNL and 1980' FWL of Section 30, Township 21 South,
Range 33 East, to a depth sufficient to test the Morrow forma-~
tion or 14,850 feet, whichever is lesser, and feels that the Unit
Agreement will promote the prevention of waste and the protection

of correlative rights within the Unit Area.

3. Applicant will be the operator of the Unit Area.




4. A copy of the Unit Agreement will be furnished at the
time of the hearing and a copy of the proposed Unit Area showing

5 the Federal acreage which is 640 acres or 28.97016%, and the State
. o acreage which is 1569.17 acres or 71.029864% is attached hereto
and‘marked Exhibit "A".

WHEREFORE, the Applicant requests the Division to set this
matter down for hearing before an examiner at an early date, publish
notice as required by law, and after hearing issue its order ap-

proving the Eaves-Lea Unit Agreement.

Respectfully submitted,

UNION OIL COMPANY OF CALIFORNIA

P. O. Box 1180
Roswell, New Mexico 88201
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO, 7055
Order No. /(' L5330

APPLICATION OF UNION OIt COMPANY OF CALIFORNIA
FOR APPROVAL OF THE EAVES-LEA

UNIT AGREEMENT, LEA COUNTY, NEW MEXICO.
C;&QQZ ORDER OF THE DIVISION
7
4
BY THE DIVISION:
This cause came on for hearing at 9 a.m. on November 25 s
DA

19 80 » at Santa Fe, New Mexico, before Examiner Rjiohand I Stometlk

NOW, on this day of , 19 80 , the

Division Director, having considered the testimony, the recorad,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

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

(2) That the applicant, Union 0il Company of California ,

seeks approval of the Eaves-Lea Unit Agreement

and
covering 2209.477 acres, more or less, of State,/ Federal

LEA COUNTY, NEW MEXICO
TOWDIHNP R SeoTH, RANGLE 3B EAST, N €

Sacti e Q; 5/2—
Section L9 29573
Kechion 30, AL

— -S“"'“‘_ ¥ ‘\//2/
TOWNIMIP i Sousry, Rance 22, CAST, NPV
3C¢‘tnn\_ 2‘_’ V- XX

(3) That all plans of ds&glopment and operation and creations,
- z
expansions, or contractions of participating areas or expansions
or contractions of the unit area, should be submitted to the

Director of the Division for approval.




{4) That approval of the proposed unit ayreement should

promote the prevention of waste and the protection of correlative

rights within the unit area.

IT IS THEREFORE ORDERED:

(1) That the Eaves-Lea Unit Agreement

!

is hereby approved. f
¢

{(2) That the plan contained in said unit agreement for the

development and operation 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 Division to

supervise and control operations for the expleoration and develop~

ment of any lands committed to the unit and production of oil or
gas therefrom.

(3) That the unit operator shall file with the Division an
executed original or executed counterpart of the unit agreement

within 30 days after the effective date thereof; that in the event

of subsegquent joinder by any pariy or expansion or contraction of
the unit area, the unit operator shall file with the Division
within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or
ratified.

-(4) That all plans of development and operation, all unit
participating areas and expansions and contractions tﬁereof, and
all expansions or contractions of the unit area, shall be
submitted to the Director of the 0Oil Conservation Division for

approval.
| {5) That this order shall become effective upon the approvaﬂ

of said unit agreement by the Commissioner of Public Lands for




| cal Survey; that this order shall terminate ipso facto upon the

tor shall notify the Division immediately in writing of such
termination.

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

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

above designated.

State of New Mexico and the Director of the United States Geologi-

termination of said unit agreement; and that the last unit opera-

[




