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MR. UTZ: Case 3564 

MR. HATCH: Case 3564, a p p l i c a t i o n of Maxwell O i l 

Company f o r a u n i t agreement Eddy County, New Mexico. 

MR. DURRETT: I f the Examiner, please, James 

D u r r e t t of the f i r m o f Rhodes, M c A l l i s t e r and D u r r e t t , r e 

presenting the a p p l i c a n t . I have associated w i t h me Mr. W i l l i a m 

Harold P r i c e , P - r - i - c - e , a member of the Texas Bao„ who w i l l 

present the case on behalf o f the a p p l i c a n t . 

MR. UTZ: Are there any other appearances? I f 

there are none, you may proceed. 

MR. PRICE: I am employed by Maxwell O i l Company 

as a land man and attor n e y and i n t h i s c a p a c i t y , I drew the 

u n i t agreement f o r the development and operation of the Taylor 

U n i t , Eddy County, New Mexico. A copy o f which I submit as 

E x h i b i t 1. 

MR. DURRETT: Why don't we have him sworn i n so 

he can present testimony, i f you would. 

(Witness sworn.) 

MR. PRICE: I n drawing t h i s u n i t agreement, I 

followed a form which was recommended t o me by the U.S.G.S. 

I d i d t h i s f o r the reason t h a t a l l of the lands i n the u n i t 

area which are shown on the E x h i b i t A of the u n i t agreement 

are f e d e r a l lands, covered by f e d e r a l leases. I n f a c t , a l l 

of the working i n t e r e s t owners who have j o i n e d i n the u n i t 
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agreement are also the owners of the various t r a c t s i n the 

u n i t area. So the r e p r e s e n t a t i o n and percentage of ownership 

i n the u n i t area w i l l be the same as i t was before a u n i t was 

formed. 

Also, the only r o y a l t y owner i s the U.S.G.S. but, 

there are o v e r r i d i n g r o y a l t y owners which are also c l a s s i f i e d 

as r o y a l t y owners under the terms of the u n i t agreement. At 

t h i s time, a l l one hundred percent o f the working i n t e r e s t 

owners have executed the u n i t agreement and counting the 

U.S.G.S., eighty-one percent of the r o y a l t y owners have 

executed or have r a t i f i e d the u n i t agreement, which exceeds the 

requirement i n the u n i t agreement of seventy percent r a t i f i c a 

t i o n by r o y a l t y owners. 

Since the u n i t agreement, forming the u n i t area, 

w i l l not a l t e r ownership o f working i n t e r e s t owners, and, since 

i t w i l l r e s u l t i n added production of o i l and gas from the 

u n i t area, we request adoption and approval by t h i s Commission 

of the u n i t agreement. The U.S.G.S. has approved, made pre

l i m i n a r y approval of the u n i t agreement. They made t h i s 

approval subject t o c e r t a i n changes and a l l of the changes 

which they made have been incor p o r a t e d i n the u n i t agreement, 

which has been signed and introduced as E x h i b i t 1. 

MR. DURRETT: Do you have anything else? 

MR. PRICE: That's a l l I have t o o f f e r , 



PAGE 

Mr. Examiner, unless you have any questions. 

CROSS EXAMINATION 

BY MR. UTZ: 

Q What, zones does t h i s u n i t agreement encompass? 

A The u n i t i z e d formation i s i n our Section ZF of 

the agreement and i t covers s u b s t a n t i a l l y the Queen Sand 

formation since some o f the 'did w e l l s are open-hole w e l l s , 

the u n i t i z e d formation as defined includes an a d d i t i o n a l 

200 f e e t above the top of the Queen Sand and 50 f e e t below 

the base of the Queen Sand. This was placed i n the agreement 

a t the request o f the U.S.G.S., because of these open-hole 

w e l l s , t o be sure t h a t a l l of the producing formation was 

covered. 

Q What i s the purpose of t h i s u n i t agreement? 

I s i t f o r the primary production of o i l ? 

A No, t h i s i s a u n i t t o a f f e c t secondary recovery 

operations. Operations have been commenced under previous 

order of the Commission f o r the t e c h n i c a l work and we have 

fou r water i n j e c t i o n w e l l s on the premises and we have n o t i c e d 

an increase i n the o i l production from the leases a t t h i s 

e a r l y date and a n t i c i p a t e much more when the property i s 

f u l l y developed i n accordance w i t h the u n i t agreement. 

Q So, you already have an order from the Commission 

f o r a p i l o t waterflood? 

; i 
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A Yes, s i r . 

Q What i s the order number? 

A Let's see i f I have t h a t . 

Q Well, i f you don't have i t handy, I'm sure we can 

f i n d i t out. 

A I have an o r i g i n a l order number R-133 Case Number 

334, March 6 t h , 1952 and extended by Order WFX Number 243, 

October 18th, 1966. 

Q Extended by what? 

A WFX Number 243, dated October 18, 1966. 

MR. UTZ: Are there any other questions o f the 

witness? 

CROSS EXAMINATION 

BY MR. NUTTER: 

Q Mr. P r i c e , each of the various leases included 

i n t h i s u n i t area i s owned by Maxwell O i l Company as the 

working i n t e r e s t owner, i s i t not? 

A Yes, s i r , as t o an undivided one-half i n t e r e s t , 

working i n t e r e s t . 

Q And the r o y a l t y i s i d e n t i c a l throughout each of 

the leases? 

A No, s i r , there are f o u r t r a c t s . The U.S.G.S. owns 

the basic one-eighth r o y a l t y i n a l l of the t r a c t s . 

Q That i s what I mean. The r o y a l t y i s the same. I t 
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A Yes, s i r , w i t h the exception of o v e r r i d i n g r o y a l t y , 

Q Right. 

A But, under the terms o f the u n i t agreement, i t i s 

included as r o y a l t y . 

Q I see. Well, now, the r o y a l t y then, or the over

r i d i n g r o y a l t y i s d i f f e r e n t i n s o f a r as the various t r a c t s 

are concerned? 

A Yes, s i r , i n two of the t r a c t s they are the same. 

I n two o t h e r s , they are d i f f e r e n t . 

Q Now, there i s a t r a c t p a r t i t i o n formula included 

i n Section 12 of the u n i t agreement. Has t h i s t r a c t p a r t i c i p a 

t i o n formula been approved by a l l of the o v e r r i d i n g working 

i n t e r e s t owners? 

A No, s i r , i t has only been approved by eighty-one 

percent of the t o t a l r o y a l t y owners, i n c l u d i n g the U.S.G.S. 

Q And the U.S.G.S. owns twelve and one-half percent 

of the r o y a l t y ? 

A Yes, they own t w o - t h i r d s of the t o t a l r o y a l t y as 

defined . 

I n other words, s i x t y - s i x and t w o - t h i r d s percent? Q 

A 

Q 

Yes, s i r . 

Then, f i f t e e n percent of the r o y a l t y i n a d d i t i o n t o 

the U.S.G.S. has approved i t ? 
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A Yes, s i r . We anticipate receiving additional 

r a t i f i c a t i o n s , but at t h i s time, we have only received r a t i f i 

cations from f i v e out of the eight overriding royalty owners. 

Q You s t i l l have to hear from three? 

A Three. 

Q Have any of the three actually refused? 

A No, they have not and they have a l l been forwarded 

a copy of the u n i t agreement with the request to — and a 

r a t i f i c a t i o n form to execute the same and we have return 

receipts, U. S. mail return receipt cards executed by a l l of 

the nonconforming overriding royalty owners, ind i c a t i n g that 

they have received a copy of the u n i t agreement. 

0 How long ago were those mailed to them? 

A On A p r i l 5th, 1967. 

MR. NUTTER: I believe that's a i l . Thank you. 

MR. UTZ: Are there any other questions? I f not, 

the witness may be excused. 

MR. PRICE: I f the Examiner please, I would l i k e 

to introduce Exhibit 1, the u n i t agreement which was marked. 

MR. UTZ: Without objection, the Exhibit 1, which 

i s the u n i t agreement f o r t h i s case w i l l be entered i n t o the 

record. 

(Whereupon, applicant's Exhibit 
Number 1 was admitted i n t o 
evidence.) 
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(Whereupon, the witness was 
excused.) 

MR. DURRETT: Thank you Mr. Examiner. 

MR. UTZ: The case w i l l be taken under advise

ment. 
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STATE OF NEW MEXICO ) 
) ss 

COUNTY OF BERNALILLO) 

I , JERRY POTTS, Notary P u b l i c , do hereby c e r t i f y t h a t 

the foregoing and attached t r a n s c r i p t o f proceedings before 

the New Mexico O i l Conservation Commission Examiner a t 

Santa Fe, New Mexico, i s a t r u e and c o r r e c t record t o the best 

of my knowledge, s k i l l and a b i l i t y . 

I n Witness whereof, I have a f f i x e d my hand and n o t a r i a l 

s e a l t h i s \ v> ̂  day of June, 196 7. 

• ! <• - i ^ 
N o t a r y ] P u b l i i c 

-j 

My Commission Expires: 

J u l y 10, 1970 

a 


