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BEFORE THE 
OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 
September 20, 1961 

EXAMINER HEARING 

IN THE MATTER OF: 

Application of Texaco Inc. for a unit agreement and for 
a waterflood project, Lea County, New Mexico. Appli­
cant, in the above-styled cause, seeks approval of the 
West Lovington Unit Agreement, covering 2,472 acres, 
more or less, in Townships 16 and 17 South, Range 36 
East, Lea County, New Mexico. Applicant further seeks 
authority to i n s t i t u t e a pool-wide waterflood in the 
West Lovington Pool by the injection of water into the 
San Andres formation through 18 wells in Sections 3, 
lr, 5, 6, 7, 8, and 9, Township 17 South, Range 36 East. 

Case 
23S5 

BEFORE: 

Daniel S. Nutter, Examiner 

TRANSCRIPT OF HEARING 

MR. NUTTER: Call 23 S5. 

MR. MORRIS: Application of Texaco Inc. for a unit agree­

ment and for a waterflood project. 

MR. WHITE: Charles 'White of Gilbert, White & Gilbert, 

appearing on behalf of the applicant. We have one witness to be 

sworn. 

(Witness sworn.) 

CHARLES ROBERT BLACK 

called as a witness, having been f i r s t duly sworn, t e s t i f i e d as 

follows: 
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DIRECT EXAMINATION 

BY MR. WHITE: 

Q Mr. Black, w i l l you state your name, please? 

A Charles Robert Black. 

Q By whom are you employed, and i n what capacity? 

A Texaco Inc. as a petroleum engineer. 

Q Have you previously t e s t i f i e d before the Examiner or the 

Oil Conservation Commission? 

A Yes, I have. 

Q And are you f a m i l i a r with the subject application? 

A Yes, I am. 

Q W i l l you b r i e f l y state what Texaco seeks by the a p p l i -

cation? 

A This i s the application of Texaco Inc. as the i n i t i a l 

operator in the proposed West Lovington Unit f o r (1) The approval 

of the West Lovington Unit agreement, (2) authority to i n i t i a t e 

waterflood a c t i v i t y i n the West Lovington Pool and (3) the approva!. 

to convert 1$ wells to i n j e c t i o n , to form a nine-spot on a pool-

wide basis. 

Q What steps has Texaco taken to un i t i z e the West Lovington 

Pool? 

A The f i r s t meeting of the operators i n the West Lovington 

Pool was held on November 19, 1957 i n Midland, Texas. This meeting 

was called by Texaco Inc. I t was generally agreed t o , at that 

meeting, by a l l the operators, the West Lovington Pool was i n an 
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advanced stage of depletion and the p o s s i b i l i t y of secondary re­

covery should be investigated. Consequently an Engineering Commit-' 

tee was formed and charged to investigate the f e a s i b i l i t y of 

secondary recovery operations. 

This Engineering Committee conducted a study and found that 

waterflood operations were feasible. This Committee recommended 

that waterflood operations be conducted on a unitized basis. The 

Committee was then charged by the Operators* Committee to develop 

certain p a r t i c i p a t i o n factors that would be used i n a 

p a r t i c i p a t i o n formula f o r unitized operations. The p a r t i c i p a t i o n 

formula that w i l l be hereinafter presented i s a r e s u l t of the 

Engineering Committee's work and has been unanimously approved by 

a l l the operators i n the f i e l d and t e n t a t i v e l y accepted by them as 

an equitable representation of t h e i r i n t e r e s t i n the secondary 

recovery project. 

Q W i l l you re f e r to what has been marked Exhibit 1 and 

explain what that i s , please? 

A .Exhibit No. 1 i s a pla t showing the proposed West Loving­

ton Unit and the immediate area surrounding the u n i t . The proposec 

unit i s outlined by the hashed l i n e , and contains some 2,472.21 

acres. The u n i t area contains 58 producing wells and 4 undevelopec 

locations which are shown by the red c i r c l e s . That i s a l l on 

Exhibit 1. 

Q W i l l you r e f e r t o Exhibit 2, which i s a tabulation; explain 

that to the Examiner? 
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A Exhibit No. 2 i s a tabulation of the area to be designatec 

as the West Lovington Unit. This more p a r t i c u l a r l y defines the 

u n i t . I t sets out the lands that w i l l be dedicated to the unit i n 

Section 33, Township 16 South, Range 36 East, and the lands that 

w i l l be dedicated i n Sections 3 through 9, Township 17 South, 

Range 36 East. 

Q I t i s more or less self-explanatory, i s i t not? 

A Yes, s i r , i t i s . I t jus t more p a r t i c u l a r l y defines the 

u n i t . 

Q Mr. Black, i s the proposed u n i t confined t o one or more 

reservoirs? 

A The Unit Agreement i t s e l f i s l i m i t e d to the upper San 

Andres formation, which i s defined as that underground reservoir 

the top of which i s found at 4,727 f e e t , and the base of which i s 

found at 5,160 feet on the gamma ray-neutron log of the Cities 

Service Petroleum Company State of New Mexico "A.U." lease Well 

No. 1. This well i s located 660 feet from the North and West line? 

of Section 10, Township 17, Range 36 East, Lea County, New Mexico. 

Q And t h i s i s marked as Exhibit No. 3? 

A Exhibit No. 3 i s a log of t h i s w e l l , with the top and the 

base of the upper San Andres formation being marked i n red. 

Q W i l l you ref e r t o , and explain, Exhibit No. 4? 

A Exhibit No. 4 i s a tabulation of the p a r t i c i p a t i o n factor; 

f o r the proposed West Lovington Unit. The f i r s t column i s a l i s t 

of the operators and t h e i r p a r t i c u l a r leases that w i l l be included 
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i n the u n i t . 

Q Does t h i s include the four u n d r i l l e d locations which, I 

believe, are shown on Exhibit No. 1? 

A Yes, i t does. Under Humble there .is one lo c a t i o n , the 

SE/4 of the NE/4 of Section 8; under Pan American there are three 

locations, the NE/4 of the SE/4 of Section 4, the SE/4 of the NE/4 

of Section 4, and the SW/4 of the NW/4 of Section 5. These are 

the four u n d r i l l e d locations that w i l l be d r i l l e d by the u n i t . 

Q Now, w i l l you continue with the explanation of the Exhibii, 

A Column 2 i s a t r a c t number which w i l l be assigned to each 

of the leases f o r the purpose of u n i t i z a t i o n . Column 3 i s an 

adjusted cumulative production as of September the 1st, 1951• 

Q W i l l you explain hav you have arrived at the adjusted 

cumulative production as shown i n Column 3? 

A This adjusted cumulative production i s adjusted i n the 

sense that a cumulative production figure has been assigned t o the 

four u n d r i l l e d locations and to the Texaco Cities Service Federal 

Well No. 1 which was d r i l l e d a f t e r September 1st, 1959. The cumu­

l a t i v e production figure was determined by the use of an isocurm*--

l a t i v e map. 

Q Is that Exhibit No. 5? 

A Yes, i t i s . 

0 Explain Exhibit 5 and then revert back to the explanation 

of 4. 

A Exhibit 5 is an isocumulative map as of September 1st, 
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1959. This i s a contour map based on cumulative production as of 

that date. The uni t boundaries are shown i n yellow, and the four 

u n d r i l l e d locations are shown by the red t r i a n g l e s . This map was 

used to determine the cumulative production f o r these four un­

d r i l l e d locations and the Texaco Cities Service Federal Well No. 1, 

Q Refer to Exhibit 4. 

A Again to Exhibit No. 4, the next column i s adjusted cumu­

l a t i v e production percent, which i s self-explanatory. The next 

column i s gross acre fe e t . Gross acre feet was determined by the 

use of a structure map and an oil-water contact of a minus 1200 

fe e t . Next column, gross acre feet percent. The next column, 

surface acres, which i s a l i s t of the actual surface acres i n each 

t r a c t . I t i s followed by a surface acres percent. The next columi. 

i s current rate production based on the f i r s t eight months* pro­

duction f o r 1959. Now, the Texas Cities Service Federal Well No. '.. 

was not completed during t h i s f i r s t eight months of 1959, so, as 

outlined i n the Unit Agreement, a 60-day production period — a f t e r 

the well was completed i t was produced f o r 60 days, and then a 30-

day production t e s t was taken on the w e l l . This 30-day production 

tes t was then m u l t i p l i e d by eight to obtain the current rate of 

production. 

The following column i s the current rate percent, and the 

l a s t column i s the p a r t i c i p a t i o n factor f o r each t r a c t i n the uni t 

Q Mr. Black, what i s t h i s p a r t i c i p a t i o n factor based upon, 

that i s , the l a s t column? 
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A This factor i s based on a formula of 50 percent cumulative 

production, or adjusted cumulative production, 25 percent gross 

acre feet and 15 percent surface acres. I t i s denoted at the base 

of Exhibit 4 by the asterisk, 15 percent, 10 percent current ra t e . 

Also at the base of Exhibit No. 4 is a breakdown of the percent of 

the Federal acreage involved. A l l of the lands i n the West Loving­

ton Unit are ei t h e r , the ro y a l t y i n t e r e s t i s held either by the 

Federal Government or the State Government. The Federal Government, 

under the p a r t i c i p a t i o n , holds 2.623370 percent of the r o y a l t y 

i n t e r e s t s , and the State Government holds 97^376630 percent of the 

ro y a l t y i n t e r e s t s . 

Q Mr. Black, i s Exhibit No. 5 the proposed Unit Agreement? 

A Exhibit 6. 

Q Six, rather. 

A Yes. Exhibit No. 6 i s a copy of the proposed Unit Agree­

ment f o r the development and operation of the West Lovington area. 

This Unit Agreement i s patterned a f t e r the unit agreements f o r 

the South Caprock-Queen and the Caprock-Queen units which have 

been previously approved by the Commission. 

Q Has the State Land Office indicated i t s approval of t h i s 

a greement? 

A The State Land Office has received a copy of t h i s agree­

ment and they have given tentative approval to t h i s proposed 

agreement. 

Q Has the agreement been submitted to the U.S.G.S. f o r t h e i r 
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approval? 

A To my knowledge the Unit Agreement has been submitted t o 

the U.S.G.S. i n Roswell and they have transmitted i t to 'Washington 

D.C. to be approved by the Director of the U. S. Geological Survey 

Q Have any of the operators w i t h i n the proposed unit r a t i ­

f i e d or signed up? 

A No, s i r , they haven't. This Unit Agreement hasn't been 

r a t i f i e d by any of the operators. 

Q Why? 

A 'i'here i s some p o s s i b i l i t y that when the Unit Agreement i s 

returned from the Director of the U.S.G.S. there may be a few 

minor word changes, i f any changes at a l l , and i f these word 

changes are made they would have to be incorporated int o a new 

uni t agreement and, therefore, these operators would have to r a t i ­

f y t h i s Unit Agreement again. I t i s anticipated a l l operators w i l l , 

r a t i f y the Unit Agreement as approved by the Commission and the 

U.S.G.S., and at the time the Unit Agreement i s completely r a t i f i e c 

a copy of the Unit Agreement, as r a t i f i e d , w i l l be submitted to 

the Commission. 

Q Have these operators indicated that they would approve i t 

r a t i f y the agreement a f t e r the U.S.G.S. has approved i t ? 

A Yes. We have obtained te n t a t i v e approval from the opera­

tors and we don't anticipate any d i f f i c u l t i e s i n obtaining r a t i f i ­

cation. 

Q Directing your attention t o the pool characteristics, have 
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you made a study of the pool characteristics? 

A Yes, a study of the pool i t s e l f was made by the West 

Lovington Engineering Committee. 

Q W i l l you give the results of these studies? 

A The West Lovington Field i s located i n the center of Lea 

County, approximately 20 miles northwest of the City of Hobbs. Th( 

f i e l d was discovered i n June, 1944, and production i s obtained 

from the San Andres formation, which i s of the Permian system, and 

the top of the San Andres i s encountered approximately 4,750 feet . 

The productive area i s confined to a a n t i c l i n a l structure with 

poor porosity and poor permeability depicting the horizontal l i m i t ; ! . 

Average gross pay, 390 f e e t , with the lower one-half of the gross 

pay i n t e r v a l containing the majority of the net pay. The zones 

considered productive constitute approximately 12 percent of the 

gross pay i n t e r v a l . One core analysis was available f o r study by 

the Engineering Committee and t h i s was on Pan American State "E", 

Tract 20, Well 11, well cored through the San Andres formation. 

The core indicated the net pay zone had an average porosity of 

8.37 percent, average permeability, 8.35 m i l l i d a r c i e s . Water 

saturation data i t s e l f was not available. However, f o r the pur­

poses of calculation a water saturation of 25% was assumed. An o i l -

water contact, as such, was not definable i n the reservoir. How­

ever, a subsea datum of minus 1200 feet was adopted by the 

Engineering Committee as being the approximate oil-water contact. 

This depth coincided with the majority of the tests where s i g n i f i -
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cant water was produced. 

The West Lovington Pool produces from a solution gas drive 

reservoir and has a productive area of approximately 2,472 fe e t . 

Development was essentially completed i n 1949; however, i n I960 

Texaco did d r i l l one additional w e l l , Cities Service Federal Well 

No. 1. Of the 59 producing wells 58 are s t i l l currently on pro­

duction, and i t i s believed at t h i s time the f i e l d i s approximately 

93% depleted as a primary means. 

Q W i l l you refer t o , and explain, Exhibit No. 7? 

A No. 7 i s a structure map contoured on top of the San 

Andres formation. As shown on the exhi b i t the boundary of the u n i t 

i s shown by the yellow l i n e , and the cross sections which w i l l be 

presented as the following e x h i b i t are shown on A A* and B B* by 

the red l i n e s . There were 17 r a d i o a c t i v i t y logs available i n the 

f i e l d : &>r the construction of t h i s structure map a l l available 

sample logs that could be obtained by the Committee were used to 

pick the tops of the San Andres on the other wells. In some cases 

as many as f i v e or six sample logs were studied and analyzed before 

the top of the San Andres was picked i n those p a r t i c u l a r wells. 

Q I n your opinion i s t h i s a reasonable representation of the 

tops of the San Andres i n t h i s area? 

A Yes, i t i s . I t should be a reasonable interpretati. on of 

the top of the San Andres i n t h i s immediate area. I might say 

that the structure map indicates that the West Lovington Field i s 

producing from an a n t i c l i n a l structure that trends northeast by 
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southwest. 

Q Now, w i l l you r e f e r to what has been marked Exhibit No. 8 

and explain t h a t , please? 

A Eight, as mentioned previously, are two cross sections 

through the f i e l d designated A A» and B BT. The trend of these 

cross sections was shown on Exhibit No. 7. A A* i s a north-south 

cross section and B B» i s an east-west cross section through the 

f i e l d . The top of the San Andres i s marked on t h i s cross section. 

Q W i l l you r e f e r t o what has been marked Exhibit No. 9 and 

explain t h a t , please? 

A Exhibit No. 9 i s the performance history of the West 

Lovington F i e l d . I t w i l l be noted that the peak o i l production, 

or d a i l y o i l production, was i n the f i r s t part-of 1949 at which 

time a d a i l y o i l production of 2200 barrels of o i l per day was 

reached. Since that time the d a i l y o i l production has steadily 

declined u n t i l June of 1961 a t o t a l of 375 barrels of o i l per day 

was produced from the f i e l d , and t h i s was an average of 6.5 

barrels per day per w e l l . The i n i t i a l bottomhole pressure was 

1800 PSIG, and has declined to somewhat less than 300 PSIG. There 

haven ft been any bottomhole pressures recorded i n t h i s f i e l d since 

1954. 

The gas-oil r a t i o was i n i t i a l l y 250 cubic feet per b a r r e l , 

and has increased steadily. I t reached a maximum of 2700 cubic 

feet per barrel i n 1958, and i n June, 1961, had declined to 2300 

cubic feet per b a r r e l . The d a i l y water production has remained at 
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or near 100 barrels of water per day with the exception of the 

l a s t part of 1950 and a l l of 1951, and f o r a three-month period 

during 1953 when water production was substantially increased. 

Q Do you have any explanation f o r that increase? 

A No, s i r . This has not been explained i n the records 

available. 

Q Mr. Black, from your studies, i s i t your opinion that 

the subject pool now i s i n the stripper stage and i s adaptable to 

secondary recovery operations? 

A Yes, as stated previously i t i s believed approximately 

93 percent netted as f a r as primary reduction, and should be 

adaptable to secondary recovery. 

Q What type of waterflood operation does Texaco propose? 

A The decision to waterflood the f i e l d was based on, p a r t l y , 

on the f a c t that core data indicated that there was no f r a c t u r i n g 

present i n the reservoir matrix. This absence of f r a c t u r i n g i s 

of a primary importance i n that i t probably would mean a more 

uniform permeability d i s t r i b u t i o n could be expected throughout 

the reservoir and, therefore, i t is believed that t h i s San Andres 

reservoir should be susceptible to waterflood operations. I t i s 

proposed to i n i t i a t e an inverted nine-spot pattern and convert 18 

wells i n the f i e l d to water i n j e c t i o n . 

Q these proposed i n j e c t i o n wells set f o r t h on Exhibit No. 10? 

A Yes, s i r , Exhibit 10 i s a tabulation of the proposed 

i n j e c t i o n wells. I t shows the company which i s presently operating 
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these wells, the lease and the well number, and the location of 

the proposed i n j e c t i o n wells. 

Q What type of i n j e c t i o n program i s presently planned? 

A I t i s estimated that during f i l l - u p approximately 20,000 

barrels a day of water should be injected i n t o the reservoir. Aft 

the reservoir void has been f i l l e d i t i s estimated a maximum of 

600 barrels per well per day could be injected i n t o the reservoir. 

Thisis approximately 11,000 barrels per day t o t a l f o r 18 i n j e c t i o n 

wells. The maximum i n j e c t i o n pressure should be between 1500 and 

2,000 PSI. 

Q What do you anticipate the l i f e of the pool to be under 

the proposed injection? 

A I t i s anticipated the l i f e of the f i e l d under secondary 

operations w i l l be approximately 16 years. 

Q What additional o i l do you expect to recover1 on the pro­

posed program? 

A By conducting waterflood operations i t i s anticipated tha-

the secondary o i l w i l l be equal t o , or possibly exceed the amount 

produced under ultimate primary conditions. 

Q W i l l you i d e n t i f y and explain Exhibit 11? 

A Exhibit No. 11 i s , again, a pl a t showing the proposed 

unit area. The proposed 18 i n j e c t i o n wells are c i r c l e d i n red, 

the water lease currently held by Texaco Inc. i s bordered in-

yellow, and the proposed location of the water supply well i s 

shown c i r c l e d i n green. 

;r 
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~Q W i l l you explain the terms of your water lease, and 

state what permits, i f any, you have obtained? 

A Texaco currently holds a fresh water lease on the entire 

Section 36, Township 16 South, Range 36 East. This lease permits 

Texaco t o produce 942 acre feet of fresh water per year from two 

wells that can be located i n the SE/4 of the SE/4. The permit was 

granted under f i l e numbers L-4084 and L-4085, and they were 

granted by the State Engineer*s Office. 

Q How many wells do you presently propose to d r i l l , and 

from what formations? 

A I t i s proposed that we w i l l d r i l l one water supply well 

i n the SE/4 of the SE/4 of Section 36. This water supply well 

w i l l be d r i l l e d and completed i n the Ogilvie sand at a depth of 

2 50 f e e t . 

Q Is the location of that well shown on Exhibit 11? 

A Yes, i t i s , i t i s shown by the green c i r c l e . 

MR. NUTTER: W i l l you give us the casing program and what 

equipment you intend to i n s t a l l ? 

A I t i s proposed we w i l l d r i l l a 250-foot well and set 

12-3/4 inch casing, s l o t t e d from 80 feet to total depth. A ten-

inch turbine pump, 60 HP e l e c t r i c motor w i l l be set on the w e l l , aijid 

i t i s anticipated i t w i l l supply 20,000 barrels of water per day. 

Q In your opinion, w i l l that be adequate f o r youroperations' 

A Yes, i t should. Maximum i n j e c t i o n should occur during 

f i l l - u p and we anticipate' maximum i n j e c t i o n rate of 20,000 barrels 

r 
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of water per day. 

Q W i l l you i d e n t i f y Exhibit 12 and explain that exhibit? 

A Twelve i s a tabulation of the completion data f o r each of 

the 18 wells that we propose to convert to i n j e c t i o n wells. This 

ex h i b i t shows the operator and the lease, the well number, the 

t o t a l depth of the well and the completion i n t e r v a l of the w e l l . 

Shown are the size, the depth, and the sacks of cement used f o r 

surface casing, the intermediate casing and the production casing. 

I n j e c t i o n w i l l be down a s t r i n g of tubing below a packer, and the 

packer w i l l be set above i t , i n the casing above the top of the 

San Andres formation. 

Q Is the exhibit otherwise self-explanatory? 

A Yes, i t should be. 

Q Do you have any logs on the proposed i n j e c t i o n wells? 

A Yes, s i r , we do. We have nine logs available of the 18 

proposed i n j e c t i o n wells. 

Q Those have been i d e n t i f i e d as Exhibits 13 through 21? 

A Yes, they have. The packet i t s e l f has been i d e n t i f i e d 

Exhibits 13 through 21; each log i t s e l f has not been marked as an 

e x h i b i t . There i s one copy of the nine logs available. As was 

stated previously, t h i s f i e l d was discovered i n 1944, and conse­

quently there are not too many logs available on the wells i n the 

f i e l d . 

Q Is the t o t a l depth and top of the San Andres depicted 

upon each of the logs? 
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A Yes, i t i s , t o t a l depth of each well and the top of the 

San Andres are marked i n red on each of the logs. 

Q Why do you, i n t h i s instance, propose a pool-wide water-

f l o o d instead of the conventional p i l o t type? 

A As stated previously i t i s estimated that t h i s reservoir 

i s approximately 93 percent depleted as to primary means. This 

reservoir i s i n the stripper stage. This i s evidenced by the f a c t 

the d a i l y o i l production averages 6.5 barrels per well per day. 

I t i s the express desire of a l l operators i n the f i e l d to i n i t i a t e 

a waterflood program only on a pool-wide basis. I t i s believed 

t h i s reservoir, the San Andres reservoir, w i l l be, or should be 

susceptible to waterflooding, and i n t h i s case a p i l o t waterflood 

i s not necessary. There are numerous other San Andres waterfloods 

currently being conducted i n the San Andres formation, and i n d i ­

cations from these waterfloods indicate that the San Andres f o r ­

mation can be successfully waterflooded. 

Q Are any of these other San Andres waterfloods of which 

you speak presently i n operation? 

A Yes, Texaco Inc. is currently conducting waterflood oper­

ations on our Bob S l o t t e r lease i n the Slotter F i e l d , Hockley 

County, Texas. 

Q W i l l you r e f e r to Exhibit 22 and state what that i s and 

explain i t , please? 

A Twenty-two i s a pla t showing the locations surrounding the 

p i l o t waterflooding being conducted i n the Slotter F i e l d . There 
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are ten i n j e c t i o n wells and 22 producing wells; six of the pro­

ducing wells are located inside the pattern, and 16 of these pro­

ducing wells are located outside of the pattern. 

Q Are the input wells i d e n t i f i e d ? 

A Yes, and producing also. The input wells are i d e n t i f i e d 

by the arrow drawn through them; the p i l o t area i t s e l f i s i d e n t i f i 4 d 

and shaded i n red, and producing wells are-the s i x wells inside 

the pattern, and the 16 wells immediately o f f s e t t i n g the i n j e c t i o n 

wells. 

Q Could you give us some information i n regard to the 

characteristics of'the Bob Slotter area? 

A The Slotter F i e l d , or the production on the Bob Slotter 

block i s from the San Andres formation, the top of which i s en­

countered at approximately 4,965 fe e t . The core analyses indicate 

that the average porosity i s 16 percent, average permeability, 8.5 

m i l l i d a r c i e s , and water saturation approximately 30 percent; the 

produced crude, 32 degree API gravity crude, and the i n i t i a l 

bottomhole pressure 1,720 PSI, and the f i e l d i s producing from a 

solution gas drive mechanism. 

Q How do*these characteristics i n the Slotter Field compare 

with the West Lovington-San Andres Pool? 

A #oth of these f i e l d s , i t i s apparent, are producing under 

similar conditions, and the formation characteristics from both 

f i e l d s are s i m i l a r . 

Q Have you prepared some pool characteristics? 
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A Yes, I have. 

3 Are those set f o r t h i n Exhibit No. 23? 

A Yes, they are. Exhibit No. 23 i s a tabulation of the 

formation characteristics f o r the West Lovington and the Slo t t e r 

Fields. The formation i n both f i e l d s i s the San Andres. The deptji 

i n the west Lovington i s 4,750 f e e t , whereas i n the Slotter i t i s 

4,965 feet. The average net pay thickness i n the West Lovington 

is 46 feet , and average net pay i n the S l o t t e r , 40 fe e t . The 

average porosity i s 8.4 percent i n the West Lovington and 13 percent 

i n the S l o t t e r . The average permeabilities, 8.65 m i l l i d a r c i e s i n 

the West Lovington, 8.5 m i l l i d a r c i e s i n the Sl o t t e r . Water satu­

r a t i o n 25 percent i n the West Lovington, and 30 percent i n the 

Slo t t e r . API gra v i t y of the crude i s 34 degrees i n the West Lov­

ington, and 32 degrees i n the S l o t t e r . The i n i t i a l reservoir 

pressure i n the West Lovington was 1,800 PSI, and i n the Slotter 

was 1,720 PSI. The type of drive i n both f i e l d s i s a solution gas 

drive mechanism. I t can be seen that these f i e l d s do have similar 

characteristics. 

Q Mr. Black, can you give any of the history concerning the 

Bob Slotter Field waterflood? 

A Yes, s i r . The water i n j e c t i o n began i n the p i l o t water-

flood March 11, 1959, and as of August 1, 1961 approximately 

4,700,000 barrels of water had been injected i n t o the ten injectior. 

wells. The gas-oil r a t i o of the wells i n the p i l o t area has de­

creased from 4,100 cubic feet to 950 cubic feet per ba r r e l ; water 
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production has not shown any in d i c a t i o n of breakthrough or has not 

shown any trend of increasing i n any of the 12 producing wells. 

Therefore, i t i s apparent that t h i s San Andres formation i s being 

successfully waterflooded. 

Q W i l l you re f e r to what has been marked Exhibit No. 24, anc. 

explain t h a t , please? 

A Exhibit 24 i s the performance h i s t o r y of the Bob Slotter 

p i l o t waterflood, and t h i s i s since i n j e c t i o n commenced i n 1959• 

The upper curve i s the gas-oil r a t i o curve which indicates the gas-

o i l r a t i o has declined from a maximum of 4,100 cubic feet per 

barrel to 950 cubic feet per barrel i n July, 196l. The d a i l y 

water injected has ranged between f i v e and six thousand barrels of 

water per day. The f i r s t of 1961 t h i s water i n j e c t i o n was reduced 

to three thousand barrels a day. However, i n May of 1961 water 

i n j e c t i o n began increasing again, and i n July, 1961, we injected 

approximately seven thousand barrels per day into the ten wells. 

The d a i l y o i l production has increased from 380 barrels per day 

to approximately 600 barrels per day. This d a i l y o i l production, 

t h i s increase, i s due p r i m a r i l y to the adoption of a net gas-oil 

r a t i o rule and the elimination of high gas-oil r a t i o penalties on 

the wells i n the p i l o t area. Most of the wells that were converted 

to i n j e c t i o n wells were capable of producing top allowable and, 

therefore, had top allowable transferred t o the producing wells, 

and t h i s increase i n production cannot act u a l l y be a t t r i b u t e d to 

the increase i n pr o d u c t i v i t y of the wells. However, we f e e l .that 
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the c a p a b i l i t y of each of these wells to produce has increased 

since waterflood was i n i t i a t e d . The cumulative water i n j e c t i o n i s 

shown to be 4,700,000 barrels, and the cumulative o i l production 

since waterflood began i s 420,000 barrels. 

Q Does t h i s performance history prove that t h i s i s a suc­

cessful waterflood project? 

A I t i s believed that the success i n reducing the gas-oil 

r a t i o and the fa c t that we have not experienced any water break­

through or any trend of an increased water production, that t h i s 

i s believed to be evidence that t h i s San Andres formation i s being 

successfully waterflooded i n t h i s p i l o t area. 

Q Do you have every reason to believe that your proposed 

waterflood i n the West Lovington and San Andres Pool w i l l be equally 

successful? 

A Yes, s i r , we f e e l the West Lovington Pool i s of similar 

characteristics and, therefore, a waterflood program i n t h i s f i e l d 

should be as successful as the one being conducted i n the Slotter 

Reld. 

Q Mr. Black, are you f a m i l i a r with any other San Andres 

waterflood i n West Texas or i n New Mexico? 

A Yes, s i r , i n August, 1961, an a r t i c l e was published i n 

the Journal of Petroleum Technology. This was a formal report on 

the h i s t o r y of the Welch Fi e l d , San Andres p i l o t waterflood, 

w r i t t e n by C. E. Hendrickson of Cities Service Petroleum Company. 

This waterflood i s located i n Dawson County, i n West Texas. This 
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i s a p i l o t waterflood and has been i n operation f o r approximately 

f i v e years. The 'Welch p i l o t waterflood was i n i t i a t e d i n 1955 and 

i n i960 i t consisted of one forty-acre five-spot, l a t t e r part of 

I960, f i r s t part of 1961 the p i l o t waterflood had been expanded to 

include the majority of the Welch Fi e l d . The primary production 

on the forty-acre t r a c t , p r i o r to i n j e c t i o n , was 61,225 barrels. 

At the time water i n j e c t i o n was commenced the 40 acres was producin 

ten barrels of o i l per day. The production since i n j e c t i o n , as of 

November, i960, was 244,923 barrels. I t can be seen that recovery 

since waterflood operations were started i s approximately four 

times what i t was under primary operations . The core analysis 

indicates that the pay zone has an average porosity of 9.94 percent 

average permeability, 6.3 m i l l i d a r c i e s . This compares to the other 

San Andres formations i n the West Texas-New Mexico area, also 

compares to the West Lovington pool. The connate water saturation, 

23 percent, pay zone encountered at approximately 4,900 f e e t . 

2 Do you expect the subject proposed waterflood program to 

be as successful as the waterflood i n the Welch Field? 

A I t i s not anticipated that the West Lovington Field w i l l 

respond that favorably; however, i t i s not impossible. There i s 

a considerable lack of basic data i n the West Lovington Fie l d and, 

therefore, i t i s impossible t o actually calculate the amount of o i l 

to be recovered. However, based on performance of other San Andres 

waterfloods i n the West Texas and New Mexico area, i t i s believed 

that the West Lovington Field should recover at leas t equal t o or 

M3 
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possible i n excess of what i t w i l l recover under primary productior. 

Q Can you give an estimate as to the number of secondary 

recovery projects there are i n the San Andres formation i n West 

Texas and i n New Mexico, Southern New Mexico? 

A Yes, s i r , to the best of my knowledge at t h i s time there 

are 40 secondary recovery projects being conducted i n the West 

Texas and Southern New Mexico area i n San Andres reservoirs. Twentjy 

of these projects are waterflood projects and 20 are gas i n j e c t i o n 

projects. These 40 projects are being conducted i n 19 separate 

San Andres reservoirs i n the area. 

Q From your studies of the various waterfloods i n the San 

Andres formation, i s i t your opinion that a pool-wide waterflood 

program can be successfully i n i t i a t e d from the beginning without 

f i r s t r esorting to a p i l o t flood program? 

A Yes, s i r , the performance hi s t o r y to date, from the San 

Andres v/aterfloods i n the West Texas and New Mexico area indicate 

that the San Andres formation can be waterflooded. I would l i k e 

to state that none of these San Andres waterfloods, to my knowledge^, 

have been carried so f a r as depletion. However, these San Andres 

waterfloods i n t h e i r early stages are behaving very s i m i l a r l y to 

what we have encountered i n sand waterfloods. Therefore, we f e e l 

the San Andres reservoir can be waterflooded and should obtain 

similar results to what are being obtained from a sand formation. 

Therefore, we believe a p i l o t i s not necessary at t h i s time. 

Q What, i n your opinion, are the advantages, i f any, of 
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i n i t i a t i n g a pool-wide flood program rather than a p i l o t project? 

A Well, as stated previously, i t i s believed the West Lov­

ington reservoir w i l l be susceptible to waterflood operations, and 

i n view of the other successful waterflood operations i n the area 

i t i s believed that a p i l o t i s not necessary. I f a p i l o t flood i s 

i n i t i a t e d and then you wait f o r a response i n o f f s e t producing 

wells before conversion to i n j e c t i o n , the period of conversion to 

i n j e c t i o n can extend over possibly a two or three-year period. As 

previously stated, t h i s well i s i n an advanced stage of depletion, 

the stripper stage, with a very low d a i l y o i l production per w e l l , 

and t h i s delay i n converting wells to i n j e c t i o n and obtaining a 

response, and an increase i n production, could mean that possibly 

some wells would have to be operated at a lossunless t h e i r pro­

duction could be increased by waterflood operations. 

Q Is i t your opinion that a greater o i l recovery can be had 

by pool-wide basis rather than on a p i l o t basis? 

A Why, yes, we believe that the pool-wide basis i s favorable 

i n that we can convert the wells t o i n j e c t i o n and i t i s more econo­

mically a t t r a c t i v e to obtain an increase i n production from the 

f i e l d i n a shorter period of time rather than a prolonged period 

cf time. 

Q Have you any further statements to make at t h i s time? 

A One l a s t statement I would l i k e to make: I t i s the opinion 

of a l l the operators i n the West Lovington Pool, as expressed i n 

the Operators 1 Committee meeting, that the San Andres reservoir car. 
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be successfully waterflooded dnd' the waterflood operations should 

be i n i t i a t e d on a pool-wide basis. I t has been found that the 

operations are economically a t t r a c t i v e and the West Lovington unit 

i s being formed f o r the primary purpose of conducting secondary 

recovery operation. I t i s believed unitized operations w i l l result 

i n the most economic recovery of the secondary o i l and w i l l r e s u l t 

i n the most e f f i c i e n t depletion of the reservoir and also result 

i n the greatest ultimate recovery from t h i s reservoir. 

Q Were Exhibits 1 through 24 prepared by you or by the 

Committee, or under your or i t s direction? 

A Yes, they were. 

MR. WHITE: At t h i s time we o f f e r Exhibits 1 through 24. 

MR. NUTTER: Texaco's Exhibits 1 through 24 w i l l be 

admitted int o evidence. 

MR. WHITE: That concludes our testimony on d i r e c t . 

MR. NUTTER; Does anybody have any questions? 

CROSS EXAMINATION 

BY MR. MORRIS: 

Q Mr. Black, have you started signing up your working inter­

ests and royalty interests i n t h i s u n i t yet? 

A No, s i r , as explained previously, the Unit Agreement has 

been submitted to the Director of the U.S.G.S. for approval. I t 

i s anticipated that i f any changes are made,- possibly there might 

be a few minor word changes i n the agreement — 

Q I t would be minor? 
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A Yes, minor word changes — i f the agreement had been 

r a t i f i e d and the changes made they would have to be r a t i f i e d again, 

Therefore, no operators have act u a l l y r a t i f i e d ; however, we have 

received tentative approval and don't anticipate d i f f i c u l t y i n 

obtaining r a t i f i c a t i o n once i t has been approved by the U.S.G.S. 

and Commission. 

Q Do you have p a r t i c u l a r portions of the agreement i n mind 

that you might intend to changer 

A No, s i r , we don't. We don't anticipate any changes. How­

ever, from the experience other people have had i n obtaining 

agreements, and general experience, i t i s believed possibly there 

could be a few minor word changes i n the agreement. 

Q Nothing substantial that you would have to come back and 

ask f o r our approval a l l over? 

A No, we don't . We plan, at the time the Unit Agreement 

has been r a t i f i e d , on submitting a copy as r a t i f i e d , to the 

Commission so that you w i l l have a f i n a l copy of the agreement. 

BY MR. NUTTER: 

Q Mr. Black, did you state that i n calculating your gross 

acre feet you took your pay down to the wat e r - o i l contact? 

A Yes, we did, across the top of the San Andres formation 

as determined by the structure map, and the oil-water contact of 

minus 1200 f e e t . 

Q Have a l l of the operators agreed to the all o c a t i o n formula 

and the p a r t i c i p a t i o n factors? 
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A Yes, we have obtained tentative approval from a l l opera*-

tors on the p a r t i c i p a t i o n formula. I t i s believed by them there 

i s an equitable representation of t h e i r interests i n the secondary 

project. 

Q Has the U. S. Geological Survey gone over the formula and 

pa r t i c i p a t i o n f a c t o r : 

A I t has been reviewed i n Roswell, and received favorable 

approval there, and has been submitted to the U.S.G.S. i n V/ashingtcjn 

for t h e i r f i n a l approval. 

Q But the Roswell Office agrees with the p a r t i c i p a t i o n 

formula? 

A Yes, they do. 

Q Has the State Land Commission given te n t a t i v e approval? 

A Yes, a copy cf the agreement has been submitted to that 

o f f i c e and received t e n t a t i v e approval. 

Q Are a l l producing wells w i t h i n the pools included? 

A Yes, s i r , 59 wells d r i l l e d at one time and another that 

production was obtained from. One of these wells was plugged 

a f t e r i t produced approximately f i v e to six hundred barrels. This 

well i s not included i n the u n i t , but a l l 58 producing wells and 

the four undeveloped locations are included. 

Q Have you calculated how much the maximum allowable w i l l 

be under Rule 107? 

A Yes, s i r , assuming that we would have 62 wells producing 

a top allowable of 42 barrels per day we would have a maximum 
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allowable of 2,604 barrels per day. 

Q What i s your estimate of the length of time, a f t e r i n ­

j e c t i o n commences, before you w i l l receive t h i s maximum? 

A We expect f i l l - u p to occur anywhere between twelve and 

eighteen months. We should s t a r t obtaining a s l i g h t increase i n 

production somewhere between six and twelve months, and sometime 

between twelve and eighteen months should reach the maximum allow­

able of 2,604 barrels per day. 

Q With inverted nine-spot you w i l l have response i n the 

four wells d i r e c t l y o f f s e t t i n g the i n j e c t i o n well p r i o r to the 

time the ones i n the f i e l d respond? 

A Yes, s i r , we anticipate t h a t . 

Q So you haven't act u a l l y achieved f i l l - u p at the time you 

get your f i r s t response? 

A No, s i r , i t has been our experience, and I believe other 

operators' experience, that you do get an increase i n production 

p r i o r to actual f i l l - u p of the reservoir voidage. 

Q What w i l l be your expected i n j e c t i o n rate per i n j e c t i o n 

well? 

A After f i l l - u p has been achieved we expect a maximum of 

600 barrels per day. I f we matched withdrawals, which would be top 

allowable, t h i s would be 145 barrels of water per well per day. 

However, we real i z e there w i l l be a certain amount of injected 

water l o s t due to pattern i n e f f i c i e n c y , and l o s t outside of i t , so 

therefore, a maximum of 600 barrels has been established, and we 



PAGE 28 

f e e l the i n j e c t i o n rate, between 550 to 600 barrels per day. 

Q When you are working towards f i l l - u p , what w i l l be the 

I n j e c t i o n rate? 

A I n j e c t i o n of 20,000 barrels a day, int o 18 wells, a l i t t l e 

better than a thousand a day. 

Q Have you d r i l l e d your water supply we l l yet? 

A No, we have not. 

Q I notice on Exhibit No. 1, Mr. Black, that the surface 

pipe i n these wells i s set anywhere from 219 feet on down to bettei 

than 300 f e e t , and you mention that your water supply well would 

be producing from 250 feet? 

A Two hundred f i f t y f e e t . 

Q Is the surface pipe i n each of these wells, p a r t i c u l a r l y 

the ones where i t i s shallower, 219 and 220, i s that set below the 

fresh water i n that p a r t i c u l a r area? 

A Due to the f a c t that t h i s f i e l d was d r i l l e d i n 1944, the 

majority of i t , and logs are not available on the wells, we are 

unable to determine whether, i n a l l cases, t h i s surface pipe does 

protect the fresh water. 

Q You also give the amount of cement used on surface pipe; 

was t h i s circulated cement? 

A Our records, i n a l o t of cases, did not indicate whether 

cement was circulated or not. However, t h i s volume should be 

s u f f i c i e n t to c i r c u l a t e cement on the surface casing. 

Q In any event, you w i l l be i n j e c t i n g down tubing under a 
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packer? 

A Yes, we w i l l , and pr i o r t o i n j e c t i o n the casing w i l l be 

tested and some form of i n h i b i t e d water placed behind the tubing, 

inside the casing. 

Q Now, some of the wells i n here are completed open hole, 

and others completed with various perforated i n t e r v a l s . w i l l any 

of the i n j e c t i o n wells be open hole? 

A Yes, s i r , most of them w i l l . A l l of the wells i n the 

f i e l d were completed open hole with the exception of several of 

the Humble wells. I didn't have those wells l i s t e d , but certain of 

the Humble wells were perforated, and the rest of them are open 

hole so, therefore, some of the i n j e c t i o n wells, the majority of 

the i n j e c t i o n wells, w i l l be open hole. 

Q W i l l t h i s present any problem i n t r y i n g to get water i n 

specifi c sands? 

A We don't anticipate any problem. However, i f we are not 

obtaining response we expect various surveys w i l l be run, and i f 

we f i n d water going i n formations other than where we would l i k e 

i t t o , I am sure that at that time some type of program w i l l be 

i n i t i a t e d to remedy t h i s s i t u a t i o n . 

Q You stated that you expected the secondary recovery to 

about equal primary recovery, and according to your Exhibit No. 9 

the f i e l d t o date has produced 6.8 m i l l i o n barrels? 

A Yes, s i r . 

Q So you expect another 6.8, possibly 7 m i l l i o n barrels? 
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A Yes, s i r , ultimate primary recovery, seven m i l l i o n 

barrels; secondary recovery w i l l be equal t o , or possibly i n 

excess, of t h i s number. 

Q You used 25 percent water saturation? 

A For any cal culation purposes, yes, we did. 

Q There i s only core information available on one well? 

A Core data available on one well i n the f i e l d . 

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

Any further questions of Mr. Black? He may be excused. Do 

you have anything f u r t h e r , Mr. White? 

MR. WHITE: That concludes our testimony. 

MR. NUTTER: Does anyone have anything they wish to add? 

MR. JONES: Carl Jones, representing P h i l l i p s Petroleum 

Company. P h i l l i p s expects to execute the Unit Agreement as i t has 

been submitted here, and i t concurs with Texaco1s recommendations 

and requests approval of the Commission. Thank you. 

MR. BRATTON: Howard Bratton, on behalf of Humble O i l & 

Refining. Humble i s one of the p r i n c i p a l operators i n the West 

Lovington Field and favors the i n s t i t u t i o n of a uni t i z e d waterflooc. 

operatic n i n the f i e l d and, as has been stated here, Humble, alonj; 

with the other operators, has agreed to the a l l o c a t i o n formula. We 

have not been tendered the f i n a l Unit Agreement form, or un i t 

operating agreement form f o r execution; subject, of course, to 

examining those and approval and acceptance „of those,, we support 

the i n s t i t u t i o n of the unitized waterflood operation. 
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MR. NUTTER: Any one else? 

MR. MORRIS: Mr. Examiner, I have l e t t e r s and telegrams 

from operators i n the proposed u n i t concurring w i t h t h i s application 

today. These telegrams — I have a telegram, Fred Turner, Jr., 

Socony MobilOil Company, Tidewater O i l Company, and a l e t t e r from 

Pan American O i l Company, st a t i n g t h e i r concurrence. 

MR. NUTTER: Is there anything further i n Case 2385? We 

w i l l take the case under advisement. 

STATE OF NEW MEXICO ) 

COUNTY OF BERNALILLO ) 

I , JUNE PAIGE, Court Reporter, do hereby c e r t i f y that the 

foregoing and attached t r a n s c r i p t of proceedings before the New 

Mexico O i l Conservation Commission at Santa Fe, New Mexico, i s a 

true and correct record to the best of my knowledge, s k i l l and 

a b i l i t y . 

IN WITNESS WHEREOF I have a f f i x e d my hand and n o t a r i a l seal 

t h i s 4th day of October, 1961. 

) ss 

My commission expires: 

Notary/Public - County Reporter 

May 11 , 1964. 

T do hereby certify that the foregoing Is 
a complete record of the proceedings i n . 
the Examiner hearing ojr CaseBft. M&X....... 
heard by m on r * * & & Z & j f f 2 6 19-fc£~-
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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF THE 

WEST LOVINGTON UNIT 
LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, entered Into as of the 1st day of M a y 

1961, by and between the parties subscribing, r a t i f y i n g or consenting 

hereto, and herein referred to as "oarties hereto", 

WITNESSETH: That, 

WHEREAS, the parties hereto are? the owners of working, royalty or 

other o i l or gas interests i n the Unit subject to this Agreement; and 

WHEREAS, the Commissioner of Public Lands of the State of New 

Mexico i s authorized by an Act of the Legislature (Sec, 3, Chap. 88, 

Laws 1943 as amended by Seo. 1 of Chap, 162, Laws of 1951, Chap, 7, Art. 

11, Sec. 39, N.M.S. 1953 anno) to consent to or approve this Agreement 

on behalf of the State of New Mexico, insofar as i t covers and Includes 

lands and mineral interests of the State of New Mexico; and 

WHEREAS, the Commissioner of Public Lands of the State of New 

Mexico is authorized by an Act of the Legislature (Sec, 3, Chap. 88, 

Laws of 1943, as amended by Seo„ 1, Chap. 162, Laws of 1951, Chap. 7, 

Art. 11, Sec. 41, N.M.S. 1953 anno) to amend with the approval of the 

lessee, any o i l and gas lease embracing State lands so that the length 

of the term of said lease may coincide with the term of such unitized 

development and operation of State lands; and 

WHEREAS, the Oil Conservation Commission of the State of New Mexico 

is authorized by law (Chap, 72, Laws of 1935* as amended by Chap. 193, 

Laws of 1937, Chap. 166, Laws of 19M, and Chap. 168, Laws of 19^9) to 

approve this Agreement, and the conservation provisions hereof; and 

WHEREAS, the Mineral Leasing Act of February 25* 1920, ( 4 l Stat. 

437, as amended, 30 U.S.C. Sections 181 et eeq.) authorizes Federal 

lessees and their representatives to unite with each other or j o i n t l y 

or separately with others i n collectively adopting and operating a co­

operative or unit plan of development or operation of any o i l or gas 

- I -



pool, f i e l d or l i k e area or any part thereof for the purpose of more 

properly conserving the natural resources thereof whenever determined 

and c e r t i f i e d by the Secretary of the Interior to be necessary or advis­

able i n the public interest; and 

WHEREAS, the parties hereto hold sufficient Interests In the 

West Lovington Unit covering the Land hereinafter described 

to give reasonably effective control of operation therein; and 

WHEREAS, i t is the purpose of the parties hereto, to enable i n s t i ­

t ution and consummation of secondary recovery operations, conserve nat­

ural resources, prevent waste and secure the 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 

entire respective Interests i n the below defined Unit Area, and agree 

severally among themselves as follows: 

SECTION 1. ENABLING ACT AND REGULATIONS: The Mineral Leasing 

Act of February 25, 1920, as amended, supra, and a l l valid, pertinent 

regulations, including operating and unit plan regulations, heretofore 

issued thereunder and v a l i d , pertinent and reasonable regulations here­

after 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 o i l 

and gas operating regulations i n effect as of the effective date hereof 

governing d r i l l i n g and producing operations, not inconsistent with the 

terms hereof or the laws of the State i n which the non-Federal land i s 

located, are hereby accepted and made a part of this Agreement. 

SECTION 2. UNIT AREA AND DEFINITIONS; For the purpose of this 

Agreement, the following terms and expressions as used herein shall 

mean; 

(a) "Unit Area" Is defined as those lands specified on 
Exhibit "A hereof, and such land is hereby designated and recognized as 
constituting the Unit Area; the lands described In said Exhibit "A" are 
described as follows, to-wlt: 
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Township 16 Soufch^ Range : ^ i J ^ i L : , l g . M . , M c x l c o Principal Meridian 

Section 33: SW/4 SW/4 

Towraship_ r ^ l ^ h ^ 

Section 3: W/;' SW/4 
Section 4: Lots 2, 3, 4, S/2 N/2, S/2 
Section 3: kots 1. 2, s/2 N/2, S/2 
Section 6: SE/4 NE/4, SE/4 SW/4, SE/4 
Section 7: Lot" 1,2, E/2 NW/4, NE/4, N/2 SE/4 
Section 8: N/2, N/2 SW/4. NW/4 SE/4 
Section 9: N/2 NW/4, NW/4 NE/4 

containing 2,472.21 acres, more or less, i n Lea County, New 
Mexico, 

^ b; "Commissioner" i s defined as ths Commissioner of Public 
Lands of the State of New Mexico,. 

(c) "Commission." i s defined as the O i l Conservation Commis­
sion of the State of New Mexico, 

(d) "Director" Is defined as the Director of the United 
States Geological Survey, 

(e) "Secretary" i s defined as the Secretary of the I n t e r i o r 
of the United States of America. 

( f ) "Department" Is defined as the Department of the I n t e r i o r 
of the United States of America. 

(g) "Supervisor" Is defined as the O i l and Gas Supervisor 
of the United States Geological Survey,, 

(h) "Upper San Andres Formation" i s defined and shall mean 
that heretofore established underground reservoir, the top of which i s 
found at 4,727 fe e t , and the base of which i s found at 5,160 feet, on 
the Gamma Ray log of Cit i e s Service Petroleum Company's State of New 
Mexico "AU" Lease, Well No. 1, located i n the NW/4 of the NW/4 of 
Section 10, T-17-S, R-36-E, insofar as the same l i e s w i t h i n the Unit Area. 

( i ) "Unitized Formation" i s defined as the portion of the 
Upper San Andres Formation e f f e c t i v e l y committed to t h i s Agreement. 

( j ) "Unitized Substances" Is defined as and sha l l mean a l l 
o i l , gas, gaseous substances, sulphur contained I n gas, condensate, 
d i s t i l l a t e and a l l associated and constituent l i q u i d s or l l q u e f l a b l e 
hydrocarbons wi t h i n or produced from the Unitized Formation. 

(k) "Working I n t e r e s t " Is defined as the r i g h t to search f o r , 
produce and acquire Unitized Substances whether held as an incident of 
ownership of mineral fee simple t i t l e , under an o i l and gas lease, or 
otherwise held 0 

( l ) "Working Interest Owner" i s defined as and shall mean 
any party hereto owning a Working In t e r e s t , Including a carried working 
i n t e r e s t owner, no1 ding an in t e r e s t i n Unitized Substances by v i r t u e of 
a lease, operating agreement, fee t i t l e or otherwise, which in t e r e s t i s 
chargeable with and obligated to pay or bear, either i n cash or out of 
production, or otherwise, a l l or a portion cf the cost of d r i l l i n g , de­
veloping and producing the Unitized Substance from the Unitized Formation 
and operating thereof hereunder. 

(m) "Royalty I n t e r e s t " or "Royalty" I s defined as an i n t e r ­
est other than a Working Interest i n or r i g h t to receive a portion of 
the Unitized Substances or' the proceeds thereof and includes the royalty 
i n t e r e s t reserved by the lessor by an o i l and gas lease and any overrid­
ing r o y a lty i r t e r e s t , o i l payment, i n t e r e s t , net p r o f i t contracts, or any 
other payment or buroen which doe3 not carry with i t the r i g h t to search 
for and produce Unitized Substanc' s„ 



(m) "Royal ty Owtv.>r" ±r> .-M ined ar- and ".hall mean the owner 
c>.f i Royalty I n t e r e s t , 

(n) "Unit Operating Agreement" -' defined as and s h a l l mean 
any agreement or agreements (whether one or more) entered i n t o (sepa­
rately or c o l l e c t i v e l y ) by and between the Unit Operator and the Working 
Interest Owners as provided I n Section 10, i n f r a , and s h a l l be styled 
"Unit Operating Agreement. West Lovington Unit, Lea County, New Mexico". 

(o) "Paying Quantities" io defined o.s production of Unitized 
Substances i n quantities s u f f i c i e n t to pay f o r the cost of producing 
same from wells on the u n i t i z e d land. 

(p) "Unit Manager" i s defined as the person or corporation 
appointed by the Working Interest owners to perform the duties of the 
Unit Operator u n t i l the selection and q u a l i f i c a t i o n of a sxiccessor Unit 
Operator as provided f o r i n Section 9 hereof. 

(q) "Adjusted Cumulative O i l Production" Is defined as that 
cumulative volume of o i l produced and saved from each 40-acre spacing 
uni t upon which a producing well has been completed p r i o r to September 1, 
19.59, Insofar as such production was reported to the Commission. For 
each 40-acre spacing u n i t upon which a well has not been completed or was 
completed subsequent to September 1, 1959, which are included w i t h i n the 
Unit Area, "Adjusted Cumulative O i l Production" Is defined as that value 
assigned to each of said epaclng units by the Working Interest Owners. 

( r ) "Gross Acre Feet" Is defined as tne volume of Upper 
San Andres formation underlying each ''tO-acre spacing u n i t as determined 
by the V/orking Interest Owners. 

(s) "Current O i l Production" Is defined as that o i l produced 
and saved during the f i r s t eight months of 1959,from each 40-acre spacing 
uni t upon which a producing well was completed p r i o r to September 1, 
1959. For each 40-acre spacing u n i t upon which a well was completed 
subsequent to September 1, 1959, "Current O i l Production" i s defined as 
eight, times that o i l produced and saved during the 30-day period 
a f t e r 60 days of o i l production following completion. 

( t ) "Surface Acres" i s defined as the number of acres committed 
to t h i s Agreement based upon computations on the surface of the earth 
from courses and distances shown on the l a s t approved public-land survey 
as of the e f f e c t i v e date hereof. 

(u) "Tract" means each parcel of land described as such and given 
a Tract number i n Exhibit "Bi! 

SECTION 3, EfflmTS: Exhibit "A" attached hereto i s a map show­

ing, to the extent known to the Unit Operator, the Unit Area and the 

boundaries and i d e n t i t y of tract 3 and leases i n said Unit Area. Exhibit 

"B" attached hereto i s a schedule showing, to the extent known to the 

Unit Operator, the acreage comprising each t r a c t , percentage ownership 

or li Working Interest Owner i n each t r a c t , and the percentage of p a r t i • 

cipacion each t r a c t has i n the Unit Area. However, nothing herein or 

l n so^iuUe or map shall be construed as a representation by any 

party hereto as to the ownership of any Interest other than such i n t e r ­

act or Interests ito are shown i n uaid map or schedule as owned by such 



party. Exhibits "A" and "BM shall be revised by the Unit Operator when­

ever changes render such revision necessary, and at least two copies of 

suoh revision shall be f i l e d with the Commissioner, and not less than 

six copies thereof shall be f i l e d with the Supervisor. 

SECTION 4, EXPANSION: The above described Unit Area may when 

practicable be expanded to include therein any additional tract or 

tracts regarded as reasonably necessary or advisable for the purposes 

of this Agreement to conform with the purposes of this Agreement. Such 

expansion shall be ?effected in the following manner: 

(a) The Working Interest Owner or owners of a tract or 
traots desiring to bring such tract or tracts Into this Unit, shall f i l e 
an application therefor with Unit Operator requesting such admission. 

(b) Unit Operator shall circulate a notice to each Working 
Interest Owner of the proposed expansion, setting out the basis for ad­
mission, the unit participation to be assigned to such tract or tracts, 
and other pertinent data. After negotiation (at Working Interest Owners' 
meeting or otherwise) I f 90 percent of the Working Interest Owners (on 
the basis of unit participation) have agreed to such tract or tracts 
being brought into the Unit, then Unit Operator shall: 

(1) Prepare a notice of proposed expansion describing 
the contemplated changes in the boundaries of the Unit Area, the reason 
therefor, the basis for admission of the additional tract or tracts, the 
unit participation to be assigned thereto and the proposed effective 
date thereof, preferably the f i r s t day of a month subsequent to the date 
of notice; and 

(2) Deliver copies of said notice to the Commissioner, 
the Director, each Working Interest Owner (mailing copy of such notice 
to the last known address of each such Working Interest Owner) and to 
the lessee and lessor whose Interests are proposed to be committed, ad­
vising such parties that t h i r t y (30) days w i l l be allowed for submission 
to the Unit Operator of any objection to such proposed expansion; and 

(3) Pile, upon the expiration of said t h i r t y (30) day 
period as set out in (2) immediately above and provided that objections 
of not more than 10 percent of the Working Interest Owners have been 
f i l e d thereto, with the Commissioner, Director and the Commission the 
following: (a) Comprehensive statement as to mailing such notice of ex­
pansion: (b) An application for such expansion; and (o) An instrument 
containing the appropriate Joinders in compliance with the participation 
requirements of Section 14, Infra. 

The expansion shall, after due consideration of a l l pertinent infor­

mation and upon approval by the Commissioner, the Director and the Com­

mission, become effective as of the date prescribed in the notice there­

of or on suoh other date as set by the Commissioner, the Director and 

the Commission in the order or instrument approving such expansion. 
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SECTION 5. CONTRACTION: When practicable, the Unit Area s h a l l be 

contracted to exclude land not e f f e c t i v e l y committed to t h i s Unit Agreement 

whenever such contraction l a necessary or advisable to conform with the 

purposes of t h i s Agreement. Such contraction should be effected i n the 

following manner: 

(a) Unit Operator, with concurrence of at least 80 percent 
of the Working In t e r e s t Owners, on the basis of u n i t p a r t i c i p a t i o n , or 
on demand of the Director, or on demand of the Commissioner, a f t e r pre­
liminary concurrence by the Director, s h a l l prepare a notice of con­
t r a c t i o n describing the contemplated changes i n the boundaries of the 
Unit Area, the reasons therefor, and the proposed e f f e c t i v e date there­
of, preferably the f i r s t day of a month subsequent to the date of notice. 

(b) Said notice s h a l l be delivered to the Supervisor, Com­
mission, and to the Commissioner, and copies thereof mailed to the l a s t 
knoxvn address of each Working Interest Owner, lessee, and Royalty Owner 
whose Interests are affected, advising that 30 days w i l l be'allowed f o r 
submission to the Unit Operator of any objections, 

(c) Upon expiration of the 30-day period provided i n the pre­
ceding item (b) hereof. Unit Operator shall f i l e with the Supervisor, 
Commission, and the Commissioner, a comprehensive statement as to mail­
ing of the notice - of contraction and a copy of any objections thereto 
which have been f i l e d with the Unit Operator, together with an applica­
t i o n i n s u f f i c i e n t number, f o r approval of such contraction. 

(d) A f t e r due consideration of a l l pertinent information, the 
contraction, upon approval by the Commissioner, Commission, and the 
Director, s h a l l become e f f e c t i v e as of the date prescribed i n the notice 
thereof. 

SECTION 6. UNITIZED LAND AND UNITIZED SUBSTANCES: A l l Unitized 

Substances I n a l l of the hereinabove described and subsequently admitted 

land e f f e c t i v e l y committed to t h i s Agreement, insofar only as the same 

may be found i n the Unitized Formation, together with the surface ri g h t s 

of ingress and egress, are u n i t i z e d under the terms of t h i s Agreement 

and said land shall constitute land referred to herein as "Unitized 

Land" or '"Land Subject to t h i s Agreement" 

Nothing herein s h a l l be construed to u n i t i z e , pool, or i n any way 

af f e c t the o i l , gas and other minerals contained i n or that may be pro­

duced from any formation other than the Unitized Formation. 

SECTION 1, UNIT OPERATOR: TEXACO Inc., a Delaware corporation, 

i s hereby designated as Unit Operator, and by signing this Instrument 

as Unit Operator i t agrees and consents to accept the duties and obliga­

tions of Unit Operator for the operation, development and production of 

Unitized Substances as herein provided. Whenever reference i s made 
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herein to the Unit Operator, such reference means the Unit Operator 

acting i n that capacity and not as an owner of Interests i n 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 i t , 

SECTION 8. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit Opera­

tor shall have the right to resign at any time, hut 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 six (6) months after written notice of 

intention to resign has been given by Unit Operator to a l l Working Inter­

est Owners, the Commissioner and the Director, unless a new Unit Opera­

tor shall have taken over and assumed the duties and obligations of Unit 

Operator prior to the expiration of said period. 

The resignation of Unit Operator shall not release Unit Operator 

from any l i a b i l i t y for any default by i t hereunder occurring prior to 

the effective date of i t s resignation. 

The Unit Operator may, upon default or failure i n the performance 

of i t s duties or obligations hereunder, be subject to removal by 75 

percent of the committed Working Interest Owners (on the basis of Unit 

participation) exclusive of the Working Interest Owner who is the Unit 

Operator. Such removal shall be effective upon notice thereof to the 

Commissioner and the Director. 

In a l l such Instances of effective resignation or removal, u n t i l a 

successor to Unit Operator is selected and approved as hereinafter pro­

vided, the Working Interest Owners shall be j o i n t l y responsible for the 

performance of the duties of the Unit Operator and shall, not later than 

t h i r t y (30) days before such resignation or removal becomes effective, 

appoint a Unit Manager to represent them i n any action to be taken here­

under. 

The resignation or removal of Unit Operator under this Agreement 

shall not terminate i t s r i g h t , t i t l e or Interest as the owner of a 

Working Interest or other interest in Unitized Substances, but upon the 
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resignation or removal of Unit Operator becoming effective, such Unit 

Operator shall deliver possession of a l l equipment, books, and records, 

materials, appurtenances and any other assets, used i n conducting the 

Unit operations and owned by the Working Interest Owners (including any 

and a l l data and information which i t might have gained or assembled by 

reason of i t s operation of the Unit Area) to the new duly qualified suc­

cessor Unit Operator or to the Unit Manager i f 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. Nothing herein contained shall be construed to relieve 

or discharge any Unit Operator who resigns or Is removed hereunder for 

any l i a b i l i t y or duties accruing or performable by i t prior to the 

effective date of such resignation or removal. 

SECTION 9. SUCCESSOR UNIT OPERATOR; Whenever the Unit Operator 

shall tender i t s resignation as Unit Operator or shall be removed as 

hereinabove provided, the Working Interest Owners shall by affirmative 

vote of at least 65 percent of their voting interests, based upon the 

percentages of participation assigned to tracts i n the Unit Area, 

select a successor Unit Operator, provided, however, that should any 

Working Interest Owner own a voting Interest of more than 35 percent, 

the vote of said party shall not serve to disapprove the selection of a 

new Unit Operator approved by 80 percent or more of the voting interests 

of the remaining Working Interest Owners, and provided further that the 

Unit Operator shall not vote tc succeed himself. Such selection shall 

not become effective u n t i l (a) a Unit Operator so selected shall accept 

i n writing the duties and responsibilities of Unit Operator, and (b) 

the selection shall have been approved by the Commissioner and the 

Director. I f no successor Unit Operator or Unit Manager is selected 

and qualified as herein provided, the Commissioner and the Director, at 

their election, may declare this Agreement terminated. 

SECTION 10. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT: 

Costs and expenses Incurred by Unit Operator i n conducting Unit opera­

tions hereunder shall be paid, apportioned among and borne by the Work­

ing Interest Owners i n accordance with the Unit Operating Agreement. 
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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 operating 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 

the 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 Agreement, and in case 

of any inconsistency or conflict between this Agreement and the Unit 

Operating Agreement, this Agreement shall preyail. Two true copies of 

any Unit Operating Agreement executed pursuant to this Section shall be 

filed with the Commissioner and three true copies thereof shall be filed 

with 'he Supervisor, prior to approval of this Agreement. 

SECTION 11. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as 

otherwise specifically provided herein, the exclusive right, privilege 

and duty of exeroising any and a l l 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 t i t l e 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 t i t l e to any land or to 

any lease or operating agreement, I t being understood that under this 

Agreement the Unit Operator, In i t s capacity as Unit Operator, shall 

exercise the rights of possession and use vested in the parties hereto 

only for the purposes herein specified, 

SECTION 12. FLAN OE OPERATIONS: It is recognized and agreed by 

the parties hereto that a l l of the land subject to this Agreement is 

reasonably proved to be productive of Unitized Substances in paying quan 

titles and that the object and purpose of this Agreement is to formulate 

and to put into effect a secondary recovery project in order to effect 

additional recovery of Unitized Substances, prevent waste and conserve 
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natural resources. The parties hereto agree that the Unit Operator 

may, subject to the consent and approval of a plan of operation by the 

Working Interest Owners, the Supervisor, the Commission, and the 

Commissioner, inject into the Unitized Formation, through any well or 

wells completed therein, brine, water, a i r , gas, o i l , liquefied petroleum 

gas, and any other substance or a combination of any of said substances, 

whether produced from the Unit Area or not, and that the location of 

input wells and the rates of injection therein and the rate of production 
* 

shall be governed by standards of good geologic and petroleum engineering 

practices and conservation methods. After commencement of secondary 

operations, Unit Operator shall furnish the Commission, the Commissioner, 

and the Supervisor monthly, injection and production reports for each 

well in the Unit. The Working Interest Owners, the Supervisor, the 

Commission, and the Commissioner, shall be furnished periodical reports 

on the progress of the plan of operation and any revisions or changes 

thereto; provided however, that any major revisions of the plan of opera­

tion involving a basic deviation from the i n i t i a l plan of operation shall 

be subject to the consent and approval of the Working Interest Owners, 

the Supervisor, the Commission, and the Commissioner. 

The i n i t i a l plan of operation shall be f i l e d with the Supervisor, the 

Commission, and the Commissioner concurrently with the f i l i n g of this Unit 

Agreement for f i n a l approval. Said I n i t i a l plan of operation and a l l 

revisions thereof shall be as complete and adequate as the Supervisor, 

the Commission, and the Commissioner may determine to be necessary for 

timely operation consistent herewith. Reasonable diligence shall be exer­

cised In complying with the obligations of the approved plan of operation. 

Notwithstanding anything to the contrary herein contained, the Unit 

Operator shall commence secondary recovery operations on the Unit Area 

within six (6) months after the effective date of this Agreement, or any 

extension thereof approved by the Commission, the Commissioner and the 

Director, or this Agreement shall terminate automatically, i n which 

l a t t e r event Unit Operator shall notify a l l interested parties. After 

such operations are commenced, Unit Operator shall carry on such operations 

as would a reasonably prudent operator under the same or similar circum­

stances . 
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SECTION 13. TRACT PARTICIPATION? In Exhibit "B" attached hereto, 

there are l i s t e d and numbered the various tracts within the Unit Area 

and set forth opposite each tract is a figure which represents the per­

centage of participation allocated to each tract i n the Unit Area cal-
tract 

culated on 100 percent/commitment. The participation percentage of each 

tract was determined as follows: 

Percentage 
Participation = 50$ (Tract Adjusted Cumulative Oil Production) plus 
of Each Tract (Unit Area Adjusted Cumulative Oil Production) 

25$ (Tract Gross Acre Feet) plus 
(Unit Area Gross Acre Feet) 

15$ (Tract Surface Acres) plus 
(Unit Area Surface Acres) 

10# (Tract Current Oil Production) 

(Unit Area Current Oil Production) 

However, i f the Unit Agreement is approved with less than 100 percent tract 

commitment, said participation percentage shall be revised to f i t the 

commitment status as of the effective date hereof, and thereafter, as 

needed pursuant to Section 15 (Allocation of Unitized Substances). 

SECTION 14. TRACTS QUALIFIED FOR UNIT PARTICIPATION; On and after 

the effective date hereof the tracts within the Unit Area which shall be 

enti t l e d to participation i n the production of Unitized Substances there­

from shall be those tracts within the Unit Area and more particularly-

described i n said Exhibit "B" that are qualified as follows: 
(a) Each and a l l of those tracts as to which Working Interest 

Owners owning 100$ of the Working Interest In said tract and Royalty 
Owners owning 100^ of the Royalty Interest i n said tract have subscribed, 
r a t i f i e d or consented to this Agreement; and 

(b) Each and a l l of those tracts as to which Working Interest 
Owners owning not less than 95$ of the Working Interest therein and 
Royalty Owners owning not less than 75$ of the Royalty Interest therein 
have executed this Agreement, and i n which the Working Interest Owners 
in said tract who have executed this Agreement have agreed to indemnify 
and hold harmless a l l other parties hereto, i n a manner satisfactory to 
85$ of the Working Interest Owners qualified under (a), against any and 
a l l claims and demands that may be made by the nonjoining Working Inter­
est Owners or Royalty Owners, or both, on account of the commitment and 
joinder of such tract to the Unit Agreement, and operation thereof under 
such conditions on the basis herein provided, and as to which 85$ of the 
Working Interest Owners qualified under (a), exclusive of the Working 
Interest Owner submitting such tr a c t , have approved the commitment of 
such tract to this Unit Agreement, 
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I f , on the effective date of this Agreement, there i s any tract 

or tracts which have not been effectively committed to or made subject 

to this Agreement by qualifying as above provided, then such tract or 

tracts shall not be ent i t l e d to participate hereunder. Unit Operator 

shall, when submitting this Agreement for f i n a l approval by the Commis­

sioner and the Director, f i l e therewith a schedule of those tracts 

which have been committed and made subject to this Agreement and are 

en t i t l e d to participate i n the production from the Unit Area hereunder. 

Said schedule shall set fo r t h opposite each suoh committed tract the 

lease number and assignment number, the owner of record of the lease, 

and the percentage participation of such tract which shall be computed 

according to the participation formula set out i n Section 13 (Tract 

Participation) above. This schedule of participation shall be a part 

of Exhibit "B" and upon approval thereof by the Commissioner and the 

Director shall become a part of this Agreement and shall govern the 

allocation of production of Unitized Substances u n t i l a new schedule 

is f i l e d and approved by the Commissioner and the Director. 

SECTION 15. ALLOCATION OF UNITIZED SUBSTANCES: A l l Unitized 

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

Unitized Substances used i n conformity with good operating practices 

on unitized land for d r i l l i n g , operating, camp, and other production or 

development purposes and for pressure maintenance or unavoidable loss) 

shall be apportioned among and allocated to the committed tracts within 

the Unit Area i n accordance with the respective tract participation 

effective hereunder during the respective periods such Unitized Sub­

stances were produced, as set forth i n the schedule of participation i n 

Exhibit "B". The amount of Unitized Substances so allocated to each 

tr a c t , and only that amount, (regardless of whether I t be more or less 

than the amount of the actual production of Unitized Substances from the 

well or wells, I f any, on such tract) shall, for a l l intents, uses and 

purposes, be deemed to have been produced from such trac t . 

The Unitized Substances allocated to each tract shall be d i s t r i b ­

uted among, or accounted for to the parties executing, consenting to or 
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r a t i f y i n g this Agreement en t i t l e d to share i n the production from such 

tract i n the same manner, i n the same proportions, and upon the same 

conditions, as they would have participated and shared i n the production 

from such tracts, or i n the proceeds thereof, had this Agreement not 

been entered into; and with the same legal force and effect. 

No tract committed to this Agreement and qualified for participa­

t i o n as above provided shall be subsequently excluded from participation 

hereunder on account of depletion of Unitized Substances, and nothing 

herein contained shall be construed as requiring any retroactive adjust­

ment for production obtained prior to the effective date of the joinder 

of any tra c t . 

I f the Working Interest and the Royalty Interest i n any tract are 

divided with respect to separate parcels or portions of such tract and 

owned severally by different persons, the percentage participation 

assigned to such tract shall, i n the absence of a recordable instrument 

executed by a l l owners and furnished to Unit Operator f i x i n g the d i v i ­

sions of ownership, be divided among such parcels or portions i n propor­

tion to the number of surface acres i n each. 

The Unitized Substances allocated to each tract shall be delivered 

In kind to the respective Working Interest Owners and parties en t i t l e d 

thereto by virtue of the ownership of o i l and gas rights therein or by 

purchase from such owners. Each Working Interest Owner and the par-ties 

en t i t l e d thereto shall have the continuing right to receive such produc­

tion In kind at a common point within the Unit Area and to s e l l or dis­

pose of the same as I t sees f i t . Each such party shall have the right 

to construct, maintain and operate a l l necessary f a c i l i t i e s for that 

purpose on unitized land, provided the same are so constructed, main­

tained and operated as not to interfere with operations carried on pur­

suant hereto. Subject to Section 16 hereof, any extra expenditure i n ­

curred by Unit Operator by reason of the delivery i n kind of any portion 

of the Unitized Substances shall be borne by the party receiving the 

same i n kind. In the event any party hereto shall f a i l to take or other­

wise adequately dispose of i t s proportionate share of the production 

from the Unit Area currently as and when produced, then so long as such 

co* ntIons continue, Unit Operator, for the account and at the expense 

of suoh party and i n order to avoid curtailing the operation of the Unit 
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Area, may s e l l or otherwise dispose of such production to i t s e l f or 

others on a day-to-day basis at not less than the prevailing market 

price i n the area for l i k e production, and the account of such party 

shall be charged therewith as having received such production. The net 

prooeeds, i f any, of the Unitized Substances so disposed of by Unit 

Operator shall be paid to the party e n t i t l e d thereto. 

Any party receiving i n kind or separately disposing of a l l or any 

part of the Unitized Substances allocated to any tr a c t , or receiving the 

proceeds therefrom i f the same is sold or purchased by Unit Operator, 

shall be responsible for the payment of a l l Royalty on the lease or 

leases and tracts contributed by i t and received into the Unit, and each 

such party shall hold eaoh other party hereto harmless against a l l claims, 

demands and causes of action for such Royalty on the lease or leases and 

tracts contributed by i t and received into the unitized land. 

I f , after the effective date of this Agreement, there Is any tract 

or tracts that are subsequently committed hereto, as provided i n Section 

4 (Expansion) hereof, or any tract or tracts within the Unit Area not 

committed hereto as of the effective date hereof but which are subse­

quently committed hereto under the provisions of Section 31 (Nonjoinder 

and Subsequent Joinder), or i f any tract i s excluded from the Unit Area 

as provided for i n Section 30 (Loss of T i t l e ) , the schedule or p a r t i c i ­

pation as shown i n Exhibit "B", subject to Section 13 (Tract Participa­

tion) or Section 31 (Nonjoinder and Subsequent Joinder), whichever is 

appropriate, shall be revised by the Unit Operator and distributed to 

the Working Interest Owners, the Commissioner, and the Director to show 

the new percentage participation of a l l the then effectively committed 

tracts; and the revised schedule, upon approval by the Commissioner and 

the Director, shall govern a l l the allocation of production from and 

after the effective date thereof u n t i l a new schedule is f i l e d and 

approved by the Commissioner and the Director. 

SECTION 16. ROYALTY SETTLEMENT; The State of New Mexico and the 

United States of America and a l l Royalty Owners who, under an existing 

contract, are en t i t l e d to take i n kind a share of the substances pro-
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duoed from any tract unitized hereunder, shall continue to be entitled 

to such right to take i n kind their share or the Unitized Substances 

allocated to such tr a c t , and Unit Operator shall make deliveries of such 

Royalty share taken i n 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 ex­

ist i n g contracts, laws and regulations, on or before the last day of 

each month for Unitized Substances produced during the preceding calen­

dar month; provided, however, that nothing herein contained shall oper­

ate to relieve the lessees of any land from their respective lease o b l i ­

gations for the payment of any Royalty due under their leases, except 

that such Royalty shall be computed In accordance with the terms of this 

Unit Agreement. 

I f gas obtained from lands not subject to this Agreement Is in t r o ­

duced into the Unitized Formation, for use i n repressuring, stimulation 

of production or increasing ultimate recovery In conformity with a plan 

approved pursuant to Section 12 (Plan of Operations), a l i k e amount of 

gas, less appropriate deductions for loss from any cause, may be with­

drawn from the Unitized Formation, Royalty free as to dry gas but not as 

to the products extracted therefrom^ provided such withdrawal, shall be 

pursuant to such, conditions and formulas as may be prescribed or approved 

by the Supervisor and the Commissioner; and provided further that such 

right of withdrawal shall terminate as of the effective date of termina­

tion of the Unit Agreement. I f liquefied petroleum gases obtained from 

lands or formations not subject to this agreement be injected into the 

unitized land for the purpose of Increasing ultimate recovery, which shall 

be In conformance with a plan f i r s t approved by the Supervisor and the 

Commiesloner, part or a l l of such liquefied petroleum gases may be with­

drawn royalty free pursuant to such conditions and formulas as may be 

prescribed or approved by the Supervisor and the Commissioner. 

A l l Royalty due the State of New Mexico and the United States of 

America and the other Royalty Owners hereunder shall be computed and 

paid on the basis of a l l Unitized Substances allocated to the respective 
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tract or tracts committed hereto, i n l i e u of actual production, from 

such tract or tracts. 

Each Royalty Owner (other than the State of New Mexico and the 

United States of America) that executes this Agreement represents and 

warrants that i t is the owner of a Royalty Interest i n a tract or tracts 

within the Unit Area as i t s interest appears i n Exhibit "B" attached 

hereto. I f any Royalty Interest i n a tract or tracts should be lost by 

t i t l e f a i l u r e or otherwise i n whole or In part, during the term of this 

Agreement, then the Royalty Interest of the party representing himself 

to be the owner thereof shall be reduced proportionately and the inter­

est of a l l parties shall be adjusted accordingly. 

SECTION 17. RENTAL SETTLEMENT; Rentals or minimum royalties due 

on leases committed hereto shall be paid by Working Interest Owners re­

sponsible therefor under existing contracts, laws and regulations, pro­

vided that nothing herein contained shall operate to relieve the lessees 

of any land from t h e i r respective lease obligations for the payment of 

any rental or minimum royalty i n l i e u thereof, due under their leases. 

Rental for lands of the State of New Mexico subject to this Agreement 

shall be paid at the rate specified i n the respective leases from the 

State of New Mexico. Rental or minimum royalty for lands of the United 

States of America subject to this Agreement shall be paid at the rate 

specified i n the respective leases from the United States of America, 

unless rental or minimum royalty i s waived, suspended, or reduced by law 

or by approval of the Secretary or his duly authorized representative. 

SECTION 18. CONSERVATION; Operations hereunder and production of 

Unitized Substances shall be conducted to provide for the most economical 

and e f f i c i e n t recovery of said substances without waste, as defined by 

or pursuant to Federal and State laws and regulations. 

SECTION 19. DRAINAGE; The Unit Operator shall take appropriate 

and adequate measures to prevent drainage of Unitized Substances from 

unitized land by wells on land not subject to this Agreement, 

SECTION 20. LEASES AND CONTRACTS CONFORMED AND EXTENDED; The 

terms, conditions and provisions of a l l leases, subleases and other con­

tracts relating to exploration, d r i l l i n g , development or operation for 

-16-



o i l or gas on lands committed to this Agreement are hereby expressly 

modified and amended to the extent necessary to make the same conform to 

the provisions hereof, but otherwise to remain i n f u l l force and effect, 

and the parties hereto hereby consent that the Secretary and the Commis­

sioner, respectively, shall and by the i r approval hereof, or by the 

approval hereof by the i r duly authorized representatives, do hereby 

establish, a l t e r , change or revoke the d r i l l i n g , producing, rental, mini­

mum royalty and royalty requirements of Federal and State leases commit­

ted hereto and the regulations i n respect thereto to conform said re­

quirements to the provisions of this Agreement. 

Without l i m i t i n g the generality of the foregoing, a l l leases, sub­

leases and contracts are particularly modified i n accordance with the 

following: 

(a) The development and operation of lands subject to this 
Agreement under the terms hereof shall be deemed f u l l performance of a l l 
obligations for development and operation with respect to each and every 
part or separately owned tract subject to this Agreement, regardless of 
whether there Is any development of any particular part of tract of the 
Unit Area, notwithstanding anything to the contrary i n any lease, opera­
ting agreement or other contract by and between the parties hereto, or 
thoir respective predecessors i n interest, or any of them. 

(b) D r i l l i n g , producing or secondary recovery operations 
performed hereunder upon any tract of unitized lands shall 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 f a i l u r e to d r i l l or produce wells situated on land therein embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l 
unitized lands pursuant to direction or consent of the Commissioner and 
the Supervisor or the i r duly authorized representatives, shall be deemed 
to constitute such suspension pursuant to such direction or consent as 
to each and every tract of unitized lands. 

(d) Each lease, sublease, or contract relating to the ex­
ploration, d r i l l i n g , development or operation for o i l and gas which by 
i t s terms might expire prior to the termination of this Agreement, i s 
hereby extended beyond any such term so provided therein, so that i t 
shall be continued i n f u l l force and effect for and during the term of 
this Agreement. 

(e) Any Federal lease for a fixed term of twenty (20) years or 
any renewal thereof or any part of such lease which is made subject to this 
Agreement shall continue i n force beyond the term provided therein u n t i l 
the termination hereof. Any other Federal lease committed hereto shall 
continue i n force beyond the term so provided therein or by law as to 
the committed land so long as such land remains committed hereto, or 
in the event actual d r i l l i n g operations are commenced on unitized land, 
i n accordance with the provisions of this Agreement, prior to the end 
of the primary term of such lease and are being d i l i g e n t l y prosecuted 
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at that time, such lease shall be extended for two years and so long 
thereafter as o i l or gas is produced i n paying quantities i n accordance 
with the provisions of the Mineral Leasing Act Revision of 1961 

( f ) Any lease embracing lands of the State of New Mexico, 
which is made subject to this Agreement, shall continue i n force beyond 
the term provided therein as to the lands committed hereto u n t i l the 
termination hereof. 

(g) Any lease embracing lands of the State of New Mexico 
having only a protion of i t s land committed hereto, shall be segregated 
as to that portion committed and that not committed, and the terms of 
such lease shall apply separately to such segregated portions commencing 
as of the effective date hereof. Provided, however, that notwithstanding 
any of the provisions of this Agreement to the contrary, such lease shall 
continue i n f u l l force and effect beyond the term provided therein as 
to a l l lands embraced i n such lease i f o i l or gas i s , or has heretofore 
been, discovered i n paying quantities on some part of the lands embraced 
in such lease committed to this Agreement or, so long as a portion of the 
Unitized Substances produced from the Unit Area i s , under the terms of 
this Agreement, allocated to the portion of the lands covered by such 
lease committed to this Agreement, or, at any time during the term here­
of, as to any lease that i s then vali d and subsisting and upon which 
the lessee or the Unit Operator is then engaged i n bona fide d r i l l i n g , 
reworking, or secondary recovery operations on any part of the lands 
embraced i n such lease, then the same as to a l l lands embraced therein 
shall remain i n f u l l force and effect so long as such operations are 
dili g e n t l y prosecuted, and i f they result In the production of o i l or 
gas, said lease shall continue i n f u l l force and effect as to a l l of 
the lands embraced therein, so long thereafter as o i l or gas in paying 
quantities is being produced from any protion of said lands. 

(h) The segregation of any Federal lease committed to this 
Agreement is governed by the following provisions i n the fourth paragraph 
of Sec. 17(b) of said Act of February 25, 1920, as amended by the Act of 
July 29, 1954, (68 Stat. 583, 585); "Any (Federal) lease hereafter com­
mitted to any such plan (unit) embracing lands that are in part within 
and i n part outside of the area covered by any such plan shall be seg­
regated 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 i n 
force and effect for the term thereof but for not less than two years 
from the date of such segregation and so long thereafter as o i l or gas 
is produced i n paying quantities." 

SECTION 21. MATHEMATICAL ERRORS: I t is hereby agreed by a l l 

parties to this Agreement that Unit Operator Is empowered to correct any 

mathematical errors which might exist In the pertinent exhibits to this 

Agreement upon approval of the Commissioner, and the Supervisor. 

SECTION 22. COVENANTS RUN WITH LAND: The covenants herein shall 

be constured to be covenants running with the land with respect to the 

interest of the parties hereto and their successors i n interest u n t i l 

this Agreement terminates, and any grant, transfer or conveyance of 
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interest i n land or leases subject hereto shall be and hereby is con­

ditioned upon the assumption of a l l privileges and obligations hereunder 

by the grantee, transferee or other successor i n interest. No assign­

ment or transfer of any Working Interest subject hereto shall be binding 

upon Unit Operator u n t i l the f i r s t day of the calendar month after Unit 

Operator is furnished with the original, or acceptable photostatic or 

c e r t i f i e d copy, of the recorded instrument of transfer: and no assign­

ment or transfer of any Royalty Interest subject hereto shall be binding 

upon the Working Interest Owner responsible therefor u n t i l the f i r s t day 

of the calendar month after said Working Interest Owner is furnished 

with the original, or acceptable photostatic or c e r t i f i e d copy, of the 

recorded instrument of transfer. 

SECTION 23. EFFECTIVE DATE AND TERM: This Agreement shall become 

binding upon each party who executes or r a t i f i e s i t as of the date of 

execution or r a t i f i c a t i o n by such party and shall become effective as of 

7:00 o'clock a.m. of the f i r s t day of the month next following: 

(a) The execution or r a t i f i c a t i o n of this Agreement and the 
Unit Operating Agreement by Working Interest Owners owning a combined 
unit participating of at least 95 percent, and the execution or r a t i f i ­
cation of this Agreement by Royalty Owners owning a combined interest 
of at least 75 percent of the Royalty Interest, i n said Unit Area; and 

(b) The approval of this Agreement by the Commissioner, the 
Secretary or his duly authorized representative, and the Commission. 

I f (a) and (b) above are not accomplished on or before January 1, 
1963, this Agreement shall ipso facto terminate on said date (hereinafter 
called "termination date") and thereafter be of no further force or 
effect, unless prior thereto this Agreement has been executed or r a t i f i e d 
by Working Interest Owners owning a combined unit participation of at 
lease ninety (90$) percent, and the Working Interest Owners owning a 
combined unit participation of at lease ninety (90$) percent committed 
to this Agreement have decided to extend said termination date for a 
period not to exceed six (6) months (hereinafter called "extended 
termination date"). I f said termination date is so extended and (a) 
and (b) are not accomplished on or before said extended termination 
date, this Agreement shall ipso facto terminate on said extended termina­
tion date and thereafter be of no further force or effect. For the 
purpose of this Section, ownership shall be computed on the basis of 
unit participation as determined from Exhibit "C" attached to the Unit 
Operating Agreement. 

Unit Operator shall, within t h i r t y (30) days after the effective 
date of this Agreement, f i l e for record a ce r t i f i c a t e to the effect 
that this Agreement has become effective according to i t s terms and 
stating further the effective date and the location of the governmental 
agency offices where copies of this Agreement are f i l e d . 
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The term of t h i s Agreement sh a l l be f o r and during the time that 

Unitized Substances are produced i n paying quantities from the Unit Area 

and as long thereafter as d r i l l i n g , reworking or other operations ( i n ­

cluding secondary recovery operations) are prosecuted thereon without 

cessation of more than ninety (90) consecutive days, unless sooner termi­

nated by Working Interest Owners i n the manner hereinafter provided. 

This Agreement may be terminated with the approval of the Commis­

sioner and the Director by Working Interest Owners owning ninety (90$) 

percent u n i t p a r t i c i p a t i o n whenever such Working Interest Owners deter­

mine that Unit Operations are no longer p r o f i t a b l e , feasible or i n the 

in t e r e s t of conservation. Notice of any such termination s h a l l be given 

by Unit Operator to a l l parties hereto. 

Upon termination of t h i s Agreement, the further development and 

operation of the Unit Area as a Unit s h a l l be abandoned, Unit operations 

shall cease, and thereafter the parties hereto shall be governed by the 

terms and provisions of the leases and contracts a f f e c t i n g the separate 

t r a c t s . 

I f not otherwise covered by the leases u n i t i z e d under t h i s Agree­

ment, Royalty Owners hereby grant Working Interest Owners a period of 

six (6) months a f t e r termination of t h i s Agreement i n which to salvage, 

s e l l , d i s t r i b u t e or otherwise dispose of the personal property and 

f a c i l i t i e s used i n connection with Unit operations. 

Section 24. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION: 

A l l production and the disposal thereof s h a l l be i n conformity with 

allocations and quotas made or f i x e d by any duly authorized person 

or regulatory body under any Federal or State statute. The Director 

and the Commissioner are hereby vested with authority to a l t e r or modify 

from time to time, at t h e i r discretion, the rate of prospecting and develop­

ment and w i t h i n the l i m i t s made or f i x e d by the Commission to a l t e r or 

modify the quantity and rate of production under t h i s Agreement, such 

authority being hereby l i m i t e d t o a l t e r a t i o n or modification i n the 
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public interest, the purpose thereof and the public interest 

to be served thereby to be stated i n the order of alteration 

or modification. 

Fowers i n this Section vested i n the Director and 

the Commissioner shall only be exercised after notice to Unit 

Operator and opportunity for hearing to be held not less than 

fi f t e e n days from notice. 

SECTION 25. NONDES CRIMINATION; In the performance 

of work under this agreement the Operator agrees to comply 

with the nondiscrimination provisions of Executive Order 

10925 (26 P.R. 1977). 

SECTION 26. APFEARANCES % Unit Operator shall have 

the right to appear for or on behalf of any and a l l interests 

affected hereby before the Commissioner, the Department, and 

the Commission, and to appeal from any order issued under 

tne rules and regulations of the Commissioner, the Department, 

or the Ccmnisslon, or to apply for r e l i e f from any of said 

rules and regulations or i n any proceedings relative to opera-

ticns before the Commissioner, the Department, or the Commis­

si..: r, or any other legally constituted authority,' provided, 

however, that any other interested party shall also have 

the right at his or i t s own expense to be heard In any such 

proceeding. 
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SECTION 27. NOTICES: A l l not.lc.ee, demands, objections or state­

ments required hereunder to be given or rendered to the parties hereto 

shall be deemed f u l l y given i f made in writing and personally delivered 

to the party or parties or sent by postpaid c e r t i f i e d mall, addressed to 

such party or parties at the i r respective addresses set forth i n connec­

tion with the signatures hereto or to the r a t i f i c a t i o n or consent here­

of or to such other address as any such party or parties may have fur­

nished i n writing to the party sending the notice, demand or statement. 

SECTION 28. NO WAIVER OF CERTAIN RIGHTS; Nothing i n this Agree­

ment 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 

v a l i d i t y or i n v a l i d i t y of any law of the State wherein said unitized 

lands are located, or rules or regulations Issued thereunder i n any way 

affecting such party, or as a waiver by any such party of any right be­

yond his or i t s authority to waive. 

SECTION 29. UNAVOIDABLE DELAY; A l l obligations under this Agree­

ment requiring the Unit Operator to commence or continue secondary re­

covery operations or to operate on or produce Unitized Substances from 

any of the lands covered by this Agreement shall be suspended while, but 

only so long as the Unit Operator despite the exercise of due care and 

diligence, is prevented from, complying with such obligations, In whole 

or In part, by strikes, acts of God, Federal, state or municipal law or 

agency, unavoidable accident, uncontrollable delays i n transportation, 

i n a b i l i t y to obtain necessary materials i n open market, or other matters 

beyond the reasonable control of the Unit Operator whether similar to 

matters herein enumerated or not. 

SECTION 30. LOSS Off TITLE: In the event t i t l e to any tract of 

unitized land shall f a i l so as to render the tract inoperable under this 

Agreement and the true oxmer cannot be induced to join this Unit Agree­

ment, 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 t i t l e . In the event of a 61s• 

pute as to t i t l e as to any Royalty, Working Interest or other Interest 
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subject thereto, payment or delivery on account thereof may be withheld 

without l i a b i l i t y or interest u n t i l the dispute i s f i n a l l y settled; pro­

vided, that as to State or Federal land or leases, no payments of funds 

due the State of New Mexico or the United States of America shall be 

withheld, but such funds shall be deposited as directed by the Commis­

sioner or the Supervisor (as the case may be), to be held as unearned 

money pending f i n a l settlement of the t i t l e dispute, and then applied as 

earned or returned i n accordance with such f i n a l settlement. 

Unit Operator as such is relieved from any responsibility for any 

defect or fa i l u r e of any t i t l e hereunder. 

SECTION 31. NONJOINDER AND SUBSEQUENT JOINDER: I f the owner of 

any substantial interest i n a tract within the Unit Area f a l l s or refuses 

to subscribe, r a t i f y , or consent i n writing to this Agreement, the Work­

ing Interest Owner i n that tract who has executed or r a t i f i e d this Agree­

ment may withdraw said tract from this Agreement by written notice to the 

Director, the Commissioner, and Unit Operator prior to the effective date 

of this Agreement. Joinder by any Royalty Owner, at any time, must be 

accompanied by appropriate joinder of the corresponding Working Interest 

Owner i n order for the interest of such Royalty Owner to be regarded as 

effectively committed. Joinder' to the Unit Agreement by a Working Inter­

est Owner, at any time, must be accompanied by appropriate joinder to the 

Unit Operating Agreement i n order for such interest to be regarded as 

effectively committed to this Unit Agreement, 

Any o i l or gas Interest In the lands i n the Unit Area not committed 

hereto prior to submission of this Agreement to the Commissioner and the 

Director for f i n a l approval may thereafter be committed hereto upon com­

pliance with the applicable provisions of this Section and of Section 14 

(Tracts Qualified for Unit Participation) hereof, at any time up to the 

effective date hereof and for a period to and Including six (6) months 

thereafter, on the same basis of participation as provided i n said 

Section 14, by the owner or owners thereof subscribing, r a t i f y i n g , or 

consenting i n writing to this Agreement and, i f the interest i s a Working 

Interest, by the owner of such interest subscribing also to the Unit 

Operating Agreement. 
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I t i s understood and agreed, however, that from and a f t e r six (6) 

months from the e f f e c t i v e date hereof the r i g h t of subsequent Joinder 

as provided i n t h i s Section s h a l l be subject to such requirements or 

approvals and on such basis as may be agreed upon by ninety (90$) percent 

of the Working Interest Owners (based upon percentage p a r t i c i ­

pation i n the Unit Area). Such joinder by a proposed Working Interest 

Owner must be evidenced by his execution or r a t i f i c a t i o n of t h i s Agree­

ment and the Unit Operating Agreement. Such joinder by a proposed 

Royalty Owner must be evidenced by his execution, r a t i f i c a t i o n or con­

sent of t h i s Agreement and must be consented to i n w r i t i n g by the Working 

Interest Owner responsible f o r the payment of any benefits that may 

accrue hereunder i n behalf of such proposed Royalty Owner. JSxcept as may 

be otherwise herein provided, subsequent joinder to t h i s Agreement shall 

be e f f e c t i v e at 7:00 a.m. as of the f i r s t day of the month folloxving the 

f i l i n g with the Commissioner and the Supervisor of duly executed counter­

parts of any and a l l documents necessary to establish e f f e c t i v e commit­

ment of any t r a c t or i n t e r e s t to t h i s Agreement, unless objection to 

such joinder by the Commissioner or the Director i s duly made wit h i n 

s i x t y (60) days a f t e r such f i l i n g . 

SECTION 32. COUNTERPARTS; This Agreement may be executed In any 

number of counterparts, no one of which needs to be executed by a l l 

parties and may be r a t i f i e d or consented to by separate Instrument in 

writing specifically referring hereto, and shall be binding upon a l l 

those parties who have executed suoh a counterpart, ratification or con­

sent hereto with the same force and effect as i f a l l parties had signed 

the same document, and regardless of whether or not i t i s executed by 

a l l other parties owning or claiming an interest in the lands within the 

above described Unit Area. 

SECTION 33. TAXES: Each party hereto shall, for i t s own account, 

render and pay i t s share of any taxes levied against or measured by the 

amount or value of the Unitized Substances produced from the unitized 

land; provided, however, that I f i t i s required or i f i t be determined 

that the Unit Operator or the several Working Interest Owners must pay 

or advance said taxes for the account of the parties hereto, i t i s hereby 

-24-



expressly agreed that the parties so paying or advancing said taxes 

shall be reimbursed therefor by the parties hereto, including Royalty 

Owners, who may be responsible for the taxes on their respective a l l o ­

cated share of said Unitized Substances. No such taxes shall bo charged 

to the United States or to the State of New Mexico, nor to any lessor 

who has a contract with a lessee which requires his lessee to pay such 

taxes. 

SECTION 34. CONFLICT OF SUPERVISION; Neither the Unit Operator 

nor the Working Interest Owners, nor any of them, shall be subject to 

any f o r f e i t u r e , termination or expiration of any rights hereunder or 

under any leases or contracts subject hereto, or to any penalty or l i a ­

b i l i t y on account of delay or failure i n whole or i n part to comply with 

any applicable provisions thereof to the extent that the said Unit Oper­

ator or the Working Interest Owners, or any of them, are hindered, de­

layed or prevented from complying therewith by reason of failure of the 

Unit Operator to obtain, i n the exercise of due diligence, the concur­

rence of proper representatives of the United States and proper repre­

sentatives of the State of New Mexico In and about any matters or things 

concerning which i t i s required herein that such concurrence be obtained. 

The parties hereto and the Commission agree that a l l powers and 

authority vested In the Commission i n and by any provisions of this 

Agreement are vested i n the Commission and shall be exercised by i t pur­

suant to the provisions of the laws of the State of New Mexico and sub­

ject i n any case to appeal or j u d i c i a l review as may now or hereafter be 

provided by the laws of the state of New Mexico. 

SECTION 35. LIMITATION OF APPROVALS: Notwithstanding anything 

herein contained to the contrary, i f no Federal lands are committed to 

this Agreement, then no consents or approvals provided herein shall be 

required of the Department, the Secretary, the Director, or the Super­

visor, and i t shall not be necessary to f i l e any Instrument hereunder 

with said officers or agencies unless and u n t i l Federal lands are so com­

mitted to this Agreement; likewise, i f no State lands are committed to 

thiB Agreement, then no consents or approvals provided herein shall be 
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required of the Commissioner, and I t shall not be necessary to f i l e 

any instrument hereunder with said o f f i c e r unless and u n t i l State lands 

are so committed to this Agreement. 

SECTION 36. OIL PAYMENT RESERVATION: Notwithstanding any other pro­
visions of this Agreement to tne contrary, each Working Interest Owner 
reserves unto I t s e l f and expressly excepts from the provisions and ef­
fects of this Agreement, those certain reservations described in the Oil 
Revervation Agreement executed by Working Interest Owners simultaneously 
with their execution of this Unit Agreement, a l l i n accordance with the 
terms and provisions of such Oil Reservation Agreement which sets out in 
detail the agreement of Working Interest Owners with respect to the reserva­
tions herein made. 

I t is further understood and agreed, however, that the rights and 
interests of Royalty Owners, as herein set out, shall i n no manner be af­
fected or altered by such reservations and exceptions by Working interest 
Owners or by the provisions and terms of said Oil Reservation Agreement, 
and such reservations and exceptions shall not al t e r or affect the tract 
participation assigned to each tract l i s t e d and described i n Exhibit "B". 

SECTION 37. NO PARTNERSHIP; I t i s expressly agreed that the 

relation of the parties hereto is that of independent contractors and 

nothing i n this Agreement contained, expressed or implied, or any opera­

tions conducted hereunder, shall create or be deemed to create a partner­

ship or association between the parties hereto or any of them. 

SECTION 38. OIL IN LEASE TANKAGE ON EFFECTIVE DATE; Unit Operator 

shall make a proper and timely gauge of a l l lease and other tanks within 

the Unit Area i n order to ascertain the amount of merchantable o i l i n 

such tanks, above the pipe line connections, as of 7:00 A.M. on the effec­

tive date hereof. A l l such o i l as i s a part of the prior allowable of the 

well or wells from which the same was produced shall be and remain the 

property of the Working Interest Owners ent i t l e d thereto the same as i f the 

Unit had not been formed, and such Working Interest Owners shall promptly 

remove said o i l from the Unit Area. Any such o i l not so removed may be 

sold by the Unit Operator for the account of such Working Interest Owners, 

subject to the payment of a l l Royalty to Royalty Owners under the terms 

and provisions of the applicable lease or leases and other contracts. 

A l l such o i l and gas as i s i n excess of the prior allowable of the well 

or wells from which the same was produced shall be regarded and treated 

the same as Unitized Substances produced after the effective date hereof. 
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WEST LOVINGTON UNIT AGREEMENT 

I f , as of the effective date hereof, any tract is overproduced with 

respect to the allowable of the well or wells on that tract and the 

amount of such overproduction has been sold or otherwise disposed of, 

such overproduction shall be regarded and .Included as a part of the 

Unitized Substances produced after the effective date hereof and the 

amount thereof charged to such tract as having been delivered to the 

persons entitled to Unitized Substances allocated to such tract. 

SECTION 39. PERSONAL PROPERTY EXCEPTED; All lease and well 

equipment, materials, and other facilities heretofore or hereafter 

placed by any of the Working Interest Owners on the lands subject to 

this Agreement shall be deemed to be and shall remain personal property 

belonging to and may be removed by the Working Interest Owners (subject 

to the provisions of Section 12). The rights and interests therein as 

among Working Interest Owners are covered by the Unit Operating Agreement. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement 

to be executed and have set opposite their respective names the date of 

execution. 

Date: 

ATTEST» 

Date: / 

TEXACO Inc. 

Address: P. 0. Box 3109 
Midland, Texas" 

UNIT OPERATOR AND WORKING INTEREST 
OWNER. Trade Approved p p r m A p p r o v e d 

By gy ,3£jLXf£:..„ 

Jumble Oil ck Refining Company 

rrod. AS TO STATEMENTS AND BILLINGS 5 
P. 0. Box 2180 
Houston 1 , Texas, A t t n . : Produc-

WORKING INTEREST OWNERS t i o n & Explorat ion Accounting 
Of f i ce 

-27-
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WEST LOVINGTON UNIT AGREEMENT 

WORKING INTEREST OWNERS 

ATTEST; 

1. 
ecretary 

Datev NO* - 3 13S1 

Tiiavatar Oil 0 ompany 

V i c e P r e s i d e n t 

ArMr-PFm* TIDEWATER OIL COMPANY 

Address* —i IRI>Q Rny \m 

ATTESTt 

Secretary 

Date i 
Address j FEED Trover, -JR. 

BOX ;>:u 
M I D L A N D , T i - " 

ATTEST: 

Secretary 

Date: ^y^-r /7 / 

SOCONY MOBIL OIL COMPANY, INC. 

Addressi p. Q, BOX 633 
4/uDiANn, TEXA£ 

ATTE, 

Secretary 

Date: C7i^zT. '7 

B y l 2 ^ 
Address: 

ATTEST: 

Secretary 

Date: C X ^ - ^ - / ^ / 

By 

Address: 3826 _ 
Ode»aa, T m i 

ATTEST: 

D^5 ^li^r. '7 96/ 

Rodman-Noel CHI Corporation 

Secretary ' ' * 
Address: 

ILLEGIBLE 



WEST LOVINGTON UNIT AGREEMENT 

WORKING INTEREST OWNERS 

ATTEST: 

/fcsr -Secretary 

Date: Address: 

ATTEST: 

Secretary 

Date: 

ATTEST: 

Secretary 

Date: 

ATTEST: 

Secretary 

Date: 

By 

Address; 

By 

Address: 

By 

Address: 

ATTEST: 

Secretary 

Date: 

By 

Address: 

ATTEST: 

Secretary 

Date: 

By 

Address: 



STATE OF mmmmx) TEXAS 

COUNTY OF Ector 

The foregoing instrument was acknowledged before me this 
17 day of November , 19 61 by 

M. T. Johnson 

My Commission Expiress 
June 1, 1963 

Notary Public I n and f o r 
<tor County, NJeXJOJĴ O&KR.TEXAS 

STATE OF fflBKXXEXXSXX) TEXAS 

COUNTY OF Ector 

The foregoing instrument was acknowledged before me t h i s 
17 day of November , 19 61 by 

E. G. Rodman 

My Commission Expires: 
June 1, 1963 

1c i n and f o r / 
__county, w m m z ^ & p i TEXZS 

STATE OF )t35K8lXMEmXX TEXAS I 

COUNTY OF Ector 

The foregoing instrument was acknowledged before me t h i s 
17 day of November s 10 6j. by 

~ W. D. Noel , """""""President ~oT 
Rodman-Noel O i l Corporation a Texas 

TTorporation, or. behalf of said Gorporation. ~ 

My Commission Expires: 
June 1, 1963 

Notary Public I n and f o r 
/Ector County, ft.TEXAS 

STATE OF NEW MEXICO 

COUNTY OF 

The foregoing Instrument was acknowledged before me this 
day of , 19 by 

a 
Corporation, on behalf of said Corporation. 

My Commission Expires; 
Notary Public i n and for 

County, New Mexico, 



STATE OF 

COUNTY OF .3 

/ 3 ^ d a y o 
The foregoing, instrument was acknowledged before me this 

My Commissic: _My Commission Expires; Notary Public' In ana for 
County 

._'o.:nty, i CX33 

res Ji.no 1, 1963 

STATE OF HESPOMEXSXXX TEXAS | 

COUNTY OF MIDLAND | 

The foregoing instrument was acknowledged before me t h i s 
16 day o f November s 19 61 , t y 

My Commission Expires; 
June 1, 1963 

NOT ary Tub I i c *TLn and 
MIDLAND County s SEraoMies&KSx TEXAS 

STATE OF YmKMEma® TEXAS | 

COUNTY OP MIDLAND ___J 

The foregoing instrument was acknowledged before me t h i s 
17th day o f November , 3.0 61 , t y 

W. G. Moriarty 
Socony Mobil O i l Company, Inc. <, a New York 

Corporation, or, behalf of said" Corpora'tion" 

Attorney-in-Fact 
» a 

of 

My Commission Expires; 
anna it 1 — 

Notary PubZle i n ind^'Aor 
Midland __CountyV>«^XMjeKk«BX Texas 

STATE OF NEW MEXICO 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
day of 3 19 _,, by 

Corporation7"~on behalf oT^aTcTTbrpGration. 

My Commission Expires: 
Notary Public i n ana f03 

County, New Mexico, 



STATE OP NEW MEXICO 

COUNTY OF 

The foregoing 
day of 

instrument was acknowledged before me this 
19 , by 

My Commission Expires; Notary Public i n and for 
County j, New Mexico, 

STATE OF NEW MEXICO 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
day of ~ , 19 , by 

My Commission Expires; Notary Public i n and for 
County, New Mexico, 

STATE OF vfflifkMiWi 
COUNTY OF HARRIS 

The f o r e g o i n g ins t rument was acknowledged be fo re me t h i s 
^ _ _ _ _ _ d a Y o f frawtoffr - . . • ^ JUL. ' fcY JOHN F. M c R f l F 

, AGENT AND ATTORNEY IN FACT Of 

Corporation, on behalf of said Corporatlon. 

My Commission Expires; 
WAVIE KALLANDER 

My commission Expues Junu l , 1965 

Nor.ary Public i n and for 
BE®® _ County, y W / y f f f t f f r / TEXAS 

STATE OF wmmmasm TSXA? 
COUNTY OF MIDLAND 

The foregoing instrument was acknowledged before me this 
2*thday of Scwabtr 19 61 , by J- H K^mm 

Corporation, on behalf of said Corporation, 

My Commission Expires; 
Wtary FUDJLIC 1 

Midland Texas. 

ILLEGIBLE 



STATE OF NEW MEXICO 

COUNTY OF 

The foregoing 
day of 

Instrument was acknowledged before me t h i s 
> 19 * by 

My Commission Expires; Notary Public i n and f o r 
County, New Mexico, 

STATE OF NEW MEXICO 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
day of , 19 , by 

My Commission Expires; Notary' Public i n and f o r 
County, New Mexico, 

STATE OF NEW MEXICO 

COUNTY OF 

The foregoing Instrument was acknowledged before me t h i s 
day of , 19 , by 

_ . — • 5T 
_ , a, _ 
Corporation., cn behalf of s a i l Gorporation„ 

My Commission Expires; 
County, New Mexico, 

STATE OF<UflW MEXICO 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
day of ? ^ ~ ~ J > ^ , 19& s by 

CorporationI oh 

My Commission Expires; 

a 
a id Corporation 

Notary I j ^ l l c ^ f t j a n d f o r 
•County •) Now Measloo-i 



RATIFICATION AM) JOINDER 
WEST LOVINGTON UNIT 

LEA COUNTY, NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

THAT, WHEREAS, the undersigned party hereto (whether one or more) i s the 
owner of lands or leases, or working interests, or royalty interests therein, 
i n the Unit Area covered by the Unit Agreement for the Development and Operation 
of the West Lovington Unit Area, County of Lea, State of New Mexico, 

NOW, THEREFORE, i n consideration of the execution of the Unit Agreement 
for the Development and Operation of the West Lovington Unit Area, County of Lea, 
State of New Mexico, dated the 1st. day of May, 1961, i s form approved on "behalf 
of the Secretary of the Interior and the Commissioner of Public Lands of the 
State of New Mexico, the undersigned, whether one or more, hereby expressly joins 
said Unit Agreement and r a t i f i e s , approves, and adopts said agreement, and a l l 
of i t s terms and provisions. 

This Ratification and Joinder shall be effective as to the undersigned's 
interest i n any lands and leases, or interests therein, and royalties presently 
held or which may arise under existing option agreements or other interests i n 
unitized substances, covering any of the following described lands 

T-17-S, R-36-E, Lea County, New Mexico 

Section kt S/2 m /k , SE/k (Unit Tract No. 12) 

Section 5: SW/k m/h (Unit Tract No. 7) 

Section 6: SE/k SW/h (Unit Tract No. 13) 

I t i s the intent of the parties to describe above a l l the lands i n the Unit 
Area i n which the undersigned has any interest, but i f the undersigned shall be 
found to have any interests as above described i n any additional lands within 
the Unit Area, the undersigned expressly Joins said Unit Agreement and f u l l y r a t i f i e s , 
approves and adopts i t as to said additional lands and interests even though they 
may not be specifically described above. 

In the event any undersigned party hereto i s the owner of a "Working Interest", 
as that term i s defined i n said Unit Agreement, i n any lands within the Unit Area, 
such party does also hereby r a t i f y , approve and adopt that certain Unit Operating 
Agreement, West Lovington Unit, County of Lea, State of New Mexico, dated the 1st. day 
of May, 1961, and does hereby stipulate that such working interest shall be subject 
to a l l of the terms and provisions of said Unit Operating Agreement. 



This Ratification and Joinder may he executed in any number of counterparts 
with the same force and effect as i f a l l parties had signed the same document and 
shall be binding upon a l l those who execute a counterpart hereof, regardless of 
whether or not i t is executed by a l l other parties owning or claiming an interest 
in the lands affected hereby, and when so executed shall be binding upon the 
undersigned, his heirs, devisees, assigns, or successors in interest. 

(1 
STATE OF ^ Xl>|6-

1 \ 
COUNTY OF , ~ — v t-n , J 

On this C f ^ day of ^U,< > f l\<t , 196 / , before me 
appeared c. F. BKDFORD , to me personally known, who, 
being by me duly sworn did say that he is the ATTORNEY-IN-FACT of PAN P''::[i. j i Jdi\\lu\l , and that the seal affixed to 
said instrument is the corporate seal of said corporation and that said instrument 
was signed and sealed in behalf of said corp oration by authority of i t s Board of 
Directors, and said c. F. Ê DrwRo 
acknowledged said instrument to be the free act and deed of said corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my seal on this, 
the day and year f i r s t above written. 

My Commission Expires: 

LIC in and for 

County,. j 4 a 
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AREA TO BE DESIGNATED TO UNIT 
WEST LOVINGTON POOL 

LEA COUNTY, NEW MEXICO 

Township 16 South, Range 36 East 
New Mexico Principal Meridian 

Section 33: SW/4 SW/4 

Township 17 South, Range 36 East 
New Mexico Principal Meridian 

Section 
Section 
Section 
Section 
Section 
Section 
Section 

W/2 SW/4 
Lots 2, 3, 
Lots 1, 2, 
SE/4 NE/4, 
Lots 1, 2, 

4, S/2 N/2, S/2 
S/2 N/2, S/2 
SE/4 SW/4, SE/4 
E/2 NW/4, NE/4, N/2 SE/4 

N/2, N/2 SW/4, NW/4. SE/4 
N/2 NW/4, NW/4 NE/4 . 

BEFORE EXAMINER NUTTER 
CIL CONSERVATION COMMISSION 

EXHIBIT N O . _ i S 

CAryc NC . •_ . 
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BEFORE EXAMINER NUTTER 
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FIELD CHARACTERISTICS 

West Lovington Slaughter 

7oma ti o n 
Depth 
Average Met Pay thickness 
Average Porosity 
Average Permeabiiity 
Water Saturation 
API Gravity of Crude 
I n i t i a l Pressure 
Type of Drive 

San Andres 
4750 » 
46' 
8.4 per cent 
86.5 md. 
25 per cent 
340 
1800 p s i 
Solution Gas 

San Andres 
4965 1 

40 1 

13.0 per cent 
8.5 md. 
30 per cent 
32° 
1720 p si 
Solution Gas 

BEFORE EXAMINER NUTTER 
CIL C C N ^ ' V A T I C - CCA'.- ' ;v:!ON 

EXHH.-I r i-iO. 
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