
S K E L L V O I L C O M P A N Y 
P. O. B O X 16SO 

TULSA, OKLAHOMA 74102 
November 8, 1973 

Re: A p p l i c a t i o n of Skelly O i l Company 
for an Order Authorizing a Water-
f l o o d Project i n the Fren Seven-
Rivers Pool, Underlying the Skelly 
Unit Area, Eddy County, New Mexico. 

New Mexico O i l Conservation Commission 
P. 0. Box 2088 
Santa Fe, New Mexico 87 501 

Gentlemen: 

We are enclosing herewith the o r i g i n a l and two copies of the above-
referenced a p p l i c a t i o n . 

We would appreciate your s e t t i n g t h i s matter down f o r hearing 
on the next Examiner Docket, which we understand w i l l be January 3, 
1974. 

Yours very t r u l y , 

CEB:br 
Encl. 

DOCKET MAILED 



'SKELLY' 

S K E L L Y O I L C O M P A N Y 
P. O. B O X 16SO 

T U L S A , O K L A H O M A 7 4 1 0 2 
1-ES " E « E . BLOC January 15, 1974 -, f -J t O R A ' 7 0 3 :- ' 

Re: Case No. 5138 
Ap p l i c a t i o n of Skelly O i l Company 
for an Order Authorizing Waterflood 
Project i n the Fren Seven Rivers 
Pool Underlying the Skelly Unit 
Area, Eddy County, New Mexico 

New Mexico O i l Conservation Commission 
P. 0. Box 2088 
Santa Fe, New Mexico 87 501 

A t t e n t i o n : Mr. D. S. Nutter 

Gentlemen: 

I enclose herewith i n d u p l i c a t e Unit Agreement dated December 17, 
1937, executed by Skelly O i l Company and others covering the 
Skelly Unit Area, together w i t h r a t i f i c a t i o n by the then over­
r i d i n g r o y a l t y owners. 

You w i l l note t h a t the Unit Agreement provides i n Paragraph 3, 
"That a l l o i l , gas, n a t u r a l gasoline, and associated f l u i d 
hydrocarbons w i t h i n the u n i t area i n any and a l l sands or 
horizons, h e r e i n a f t e r c a l l e d u n i t i z e d substances, are u n i t i z e d 
under the terms of t h i s agreement." 

I believe t h a t t h i s Unit Agreement was introduced as E x h i b i t 
No. 18 i n the captioned Case No. 5138. 

Yours very t r u l y , 

CEB:br 
Encl. 2 



BEFORE THE MEW MEXICO 
OIL CONSERVATION CONSERVATION 

APPLICATION OF SKELLY OIL COMPANY 
FOR AN ORDER AUTHORIZING A WATER-
FLOOD PROBJECT IN THE FREN SEVEN-
RIVERS POOL, UNDERLYING THE SKELLY 
UNIT AREA, EDDY COUNTY, NEW MEXICO 

ENTRY OF APPEARANCE 

Comes now L. C. White, of White, Koch, Kelly & McCarthy, P. 0. 

Box 78 7, Santa Fe, New Mexico, and herewith enters t h e i r appearance 

as l o c a l counsel f o r anion behalf of the applicant Skelly O i l 

Company i n the above e n t i t l e d matter. 

WHITE, KOCH, KELLY & McCARTHY 



O I L C O N S E R V A T I O N C O M M I S S I O N 

STATE OF NEW MEXICO 
P. 0. BOX 2088 - SANTA FE 

87501 

January 25, 1974 

I. R. TRUJILLO 
CHAIRMAN 

LAND COMMISSIONER 
ALEX J. ARMIJO 

MEMBER 

STATE GEOLOGIST 
A. L. PORTER, JR. 

SECRETARY - DIRECTOR 

Re: CASE NO. 5138 

Mr. Chester E. Blodget 
Skelly O i l Company 
Post Office Box 1650 
Tulsa, Oklahoma 74102 

R-4717 ORDER NO. 

Applicant: 

SKELLY OIL COMPANY 

Dear S i r : 

Enclosed herewith are two copies oi: the above-referenced 
Commission order recently entered in the subject case. 

Very t r u l y yours, 

A. L. PORTER, J r . 
Secretary-Director 

ALP/ir 

Copy of order also sent t o : 

Hobbs OCC x 
A r t e s i a OCC x 

Aztec OCC 

Other .S tate Engineer Off ice 



United States Department of the Interior 

GEOLOGICAL SURVEY 

Drawer 1857 
Roswell, New Mexico 88201 

November 26, 1973 

Skelly Oil Coapany 
Attention: Mr. C. J . Love 
P.O. Box 1351 
Midland, Texas 79701 

gentlemen: 

One copy of your 1973 supplemental plan of development and operation 

for the Skelly unit area, Eddy County, New Mexico, approved on this date, 

is enclosed. Such plan proposes to initiate pilot waterflood operations 

in the Seven-Rivers employing eight wells Lo a conventional 5-apot 

pattern and the dri l l ing of two i n f i l l producing wells for additional 

reservoir data and evaluation of current waterflood operation in the 

3rayburg-San Andres. 

Sincerely yours, 

CARL C. TRAYWICK 
Acting Area Oil & Gas Supervisor 

cc: 
L- 'NMOCC, Santa Fe ( l t r only) 

Artes ia (w/cy of plan) 

JAGillham:ds 



United States Department of the Interior 

GEOLOGICAL SURVEY 

Drawer 1857 
Roswell. New Mexico 33201 

January 4, 1974 

Skelly O i l Company 
At tent ion: Mr. C. J. Love 
P.O. Box 1351 
Midland, Texas 79701 

lentiemen: 

Four approved copies of your 1974 plan of development and operation 

for the Skelly unit area, Eddy County, New Mexico, are enclosed. Such 

plan proposes to continue operation and expansion of the present San 

Andres waterflood pattern and to i n i t i a t e operation of a p i l o t water-

flood i n the Seven Rivers. 

Sincerely yours, 

[{DEIG. S'GDY); J. A. SILLHAIJ 

J. A. GILLHAH 
Acting Area O i l & 3as Supervisor 

cc : 
i, NMOCC, Santa Fe ( l t r only) 

Com. Pub. Lands, Santa Fe ( l t r only) 
Artesia (w/cy plan 

JAGillham:ds 



SKELLY OIL COMPANY 
Tulsa, Oklahoma 

A p r i l 19, 1939 

.«r. Paul :-<:cCune 
Burkburnett Bldg. 
Ft. .Vorth, Texas 

Dear Sir: 

This i s t o advise you, an owner of an interest i n 
the overriding r o y a l t y reserved i n the operating contract 
r e l a t i n g to the Dow Permit l n Eddy County, New Mexico, that 
we have at l a s t "been successful i n securing o i l and gas lease 
from the United States of America, covering the lands embraced 
I n said permit. '.Ve are, therefore, anxious to complete our 
records i n connection with t h i s perrait and release payment to 
you f o r your proportionate part of the overriding r o y a l t y 
'•shich has accrued since the date of said lease. 

You w i l l doubtless r e c a l l that the permit named, 
together with the Lynch lease and Lea Perait, have been u n i ­
tized under the terns of a unit agreement as prescribed by 
the Department of the I n t e r i o r . You s i g n i f i e d your consent 
to such uni t operations by signing a counterpart of the u n i t 
agreement mentioned. This u n i t agreement contained a schedule 
designated as " i n h i b i t B* which set out. the proportionate oamer-
ship of aaid overriding royalty. We wish to advise that the 
fr a c t i o n a l i n t e r e s t , designated as your proportionate ownership, 
i n said HExhibit Bs was I n error. Through an erroneous calcu­
l a t i o n , your f r a c t i o n a l interest was designated as 2/5^5 of 
~ ] ^ % , which i s less than the proportion to which you are actually 
e n t i t l e d . 

Eefore releasing payment of the amounts which have 
accrued to the overriding royalty interest owners, we desire 
to correct the error made i n said exhibit i n order that you may 
be properly credited with the amount of overriding royalty to 
which you are e n t i t l e d . 

According to the various operating agreements a f f e c t i n g 
the leases i n question, and subsequent assignments of portions of 
the overriding royalty therein reserved, you are e n t i t l e d to 
receive an overriding royalty interest of l / g of 1% under and by 



•r. Paul i-ic-une 
o r 11 19, 1939 
5 a Two 

virtue of the c540 acre "A" lease secured under the Dow Permit 
-029^20, which "A* lease is described as all of Section 15, 
Township 17 South, Range 31 East, Eddy County, New Mexico. You 
own no interest in the overriding royalty under and by virtus 
of the ckO acre "A" lease secured under the Lea Permit r029^1S, 
•,-7hich "A" lease is described aa the S/2 of Section 1*4 and the 
N/2 of Section 23, Township 17 South, Range 31 East, Eddy County, 
Ne-.f Mexico, and no Interest In the overriding royalty under and 
by virtue of the 6hO acre HAtt lease secured under the Lynch 
Perait #029^19, which "A* lease is described aa all of Seotion 22, 
Township 17 South, Range Jl East, Eddy County, New Mexico. Under 
the terms of the unit agreement in question, all three properties 
are unitized and operated as a single lease. Therefore, under 
the three "AH leases, as combined and unitized, your net interest 
is l/2li- of 1%. 

Before releasing payment of accrued sums, i t w i l l be 
necessary to circulate d i v i s i o n orders f o r execution by a l l of 
the overriding royalty interest owners. But, before we w i l l be able 
to c i r c u l a t e such d i v i s i o n orders, i t w i l l be necessary that we have 
your approval of and consent to the d i s t r i b u t i o n of such r o y a l t i e s 
on the revised basis as described above. 

A l e t t e r similar to th i a i s being addressed to a l l re­
maining owners of fractions of overriding royalty, and immediately 
upon receipt of approval froa a l l , division orders w i l l be prepared 
and circulated. 

We, therefore, request that you indicate your approval 
and consent to the revised i n t e r e s t by signing tha copy of t h i s 
l e t t e r enclosed, returning sasie to th i s o f f i c e i n the enclosed 
stamoed addressed envelope. I f you w i l l give t h i s your immediate 
a t t e n t i o n , i t w i l l enable us to release payment to you at an 
early date. 

Yours very t r u l y , 

HWH:W 
End. 

C'' n t *~ to ?.no n 0c ?z•?~: 



SKELLY OIL COMPANY 
Tulsa, Oklahoma 

April 19, 1939 

Oil Royalties Corporation 
S26 I . N. Van Huys Building 
L03 Angeles, California 

Gentlemen: 

This i s to advise you, an owner of an in t e r e s t i n 
the overriding royalty reserved i n the operating contracts 
r e l a t i n g to the Lea and Dow Permits i n Eddy County, New Mexico, 
that -.ve have at l a s t been successful i n securing o i l and gas 
leases from the United States of America, covering the land3 
embraced i n said permits. We are, therefore, anxious to com­
plete our records i n connection with these permits and release 
paytaent to you f o r your proportionate part of the overriding 
r o y a l t y which has accrued since the date of said leases. 

You w i l l doubtless r e c a l l that the two permits naaed, 
together *ttht;he Lynch lease, have been unitized under the 
terns of a unit agreement as prescribed by the Department of 
the I n t e r i o r . You s i g n i f i e d your consent to such u n i t opera­
tions by signing a counterpart of the u n i t agreement mentioned. 
This u n i t agreement contained a schedule designated as "Exhibit 
3 U, which set out the proportionate ownership of s a i l overriding 
r o y a l t y . We ^ i s h to advise that the f r a c t i o n a l i n t e r e s t , de­
signated as your proportionate ownership, i n said ^Exhibit R1* 
7?as i n error. Through an erroneous calculation, your f r a c t i o n a l 
Interest was designated as 22/5o5 of which i s less thaa 
the proportion to which you are e n t i t l e d . 

Before releasing payment of the amounts which have 
accrued to the overriding r o y a l t y i n t e r e s t owners, we desire 
to correct the error made i n said exhibit i n order that you may 
be properly credited with the amount of overriding r o y a l t y t o 
which you are e n t i t l e d . 

According to the various operating agreements a f f e c t i n g 
the leases i n question and subsequent assignments of portions of 
the overriding royalty therein reserved, you are e n t i t l e d t o 
receive an overriding royalty i n t e r e s t of 1/2 of 1% under and 



C i l Royalties Corporation 
'.oril 19, 1939 
Page Two 

by v i r t u e of the 640 acre 71 A1' lease secured under the Dow Permit 
>029^20, which "A" lease i s described as a l l of Section 15, Town­
ship 17 Couth, Range 31 East, Eddy County, New Mexico; an over­
r i d i n g royalty interest of l / k of l'p under and by v i r t u e of the 
6*40 acre "A11 lease secured under the Lea Permit #029^13, which »A" 
lease i s described as the 3/2 of Section iM- and the N/2 of Section 
23, Township 17 South, Ran -9 31 Saat. Eddy County, New Mexico; and 
an overriding royalty interest of 1/4 of \$> under and by v i r t u s 
of the 6̂ 0 acre MArt lease seoured under the Lynch Permit #029419, 
which l,AH lease i s described as a l l of Section 22, Township 17 
•South, Range 31 East, Eddy County, New Mexico. Under the terms 
of the unit agreement l n question, a l l three properties are uni­
tized and operated as a single lease. Therefore, under the three 
liA* leases as combined and unitized, your net interest i s 1/3 of 

Before releasing payment of accrued sums, i t w i l l be 
necessary to cir c u l a t e division orders f o r execution by a l l of the 
overriding royalty interest ov/ners. But, before we w i l l be able 
to c i r c u l a t e such divi s i o n orders, i t w i l l be necessary that ws 
hs.ve yo*:r approval of and consent to the d i s t r i b u t i o n of such 
ro y a l t i e s on the revised basis as described above. 

A l e t t e r similar to t h i s i s being addressed to a l l r e ­
maining owners of fractions of overriding royalty, and immediately 
upon receipt of approval from a l l , d i v i s i o n orders w i l l be prepared 
and circulated. 

We, therefore, request that you indicate your approval 
and consent to the revised interest by signing the copy of thi a 
l e t t e r enclosed herewith, returning same to t h i s o f f i c e i n the 
enclosed stamped addressed envelope. I f you w i l l give t h i a 
your lra^ediate a t t e n t i o n , i t w i l l enable us to release payment 
to you at an early date. 



SKELLY OIL COMPANY 
Tulsa, Oklahoma 

April 19, 1939 

Uv. ?. A. Andrews 
233 5. 7an Nes3 Avenue 
Los Angeles, California 

Dear Sir: 

This I s to advise you, an owner of an interest i n 
the overriding royalty reserved i n the Operating Contracts 
r e l a t i n g to the Lea and Dow Permits i n Eddy County, New Mexico, 
that we have at l a s t been successful i n securing o i l and gas 
leases from the United States of America, covering the lands 
embraced i n said permits. We are, therefore, anxious to com­
plete our records i n connection with these permits and release 
payment to you f o r your proportionate part of the overriding 
r o y a l t y which has accrued since the date of said leases. 

You w i l l doubtless r e c a l l that the two permits named, 
together with the Lynch lease, have been unitized under the 
terms of a unit agreement as prescribed by the Department of 
the I n t e r i o r . You s i g n i f i e d your consent to such uni t opera­
tions by signing a counterpart of the un i t agreeraent mentioned. 
This unit agreement contained a schedule designated as "Exhibit 
3" which set cut the proportionate ownership of said overriding 
r o y a l t y . We wish to advise that the f r a c t i o n a l i n t e r e s t , de­
signated as your proportionate ownership, i n said "Exhibit B* 
was i n error. Through an erroneous calculation, your f r a c t i o n a l 
i n t e r e s t was designated as 72/5^5 °? 7'*$» ^nich i s less than 
the proportion to which you are actually e n t i t l e d . 

Before releasing payment of the amounts which have 
accrued to the overriding royalty interest owners, we desire 
to correct the error made i n said exhibit i n order that you may 
be properly credited with the amount of overriding royalty to 
which you are e n t i t l e d . 

According to the various operating agreements affecting 
the leasee i n question and subsequent assignments of portions of 
the overriding royalty therein reserved, you are e n t i t l e d t o 
receive an overriding royalty interest of 1% under and by v i r t u e 
of the BkO acre "A* lease secured under the Cow Permit 7029^20, 
which "A" lease i 3 described as a l l of Section 15, Township 



i l r . A. Andrews 
A p r i l 19, 1939 

17 wouth, Range 31 Sast, Eddy County, New Mexico; an overriding 
royalty interest of Ifo under and by virtue of the 6kO acre "A3 

lease secured under the Lea Permit .7029^18, which "A* lease i a 
described as the 3/2 of Section 1^ and the "«T/2 of Section 23, 
Township 17 South, Range 31 East, Eddy County, Hew Mexico; and 
an overriding royalty interest of 1% under and by v i r t u s of the 
640 acre HA H lease secured under the Lynch Permit #029^19, which 
"A* lease_ls described as a l l of Section 22, TownshTo 17 South, 
Range 31 iiast, Eddy County, Hew Mexico. Under the terms of the 
u n i t agreement l n question, a l l three properties are un i t i z e d 
and operated as a single lease. Therefore, under the three "A" 
leases as combined and unitized, your net i n t e r e s t i s 1$. Be­
fore releasing payment of accrued sums, i t w i l l be necessary to 
cir c u l a t e division orders f o r execution by a l l of the overriding 
r o y a l t y interest owners. But, before we w i l l be able to c i r c u ­
l a t e such division orders, i t w i l l be necessary that we have 
your approval of and consent to the d i s t r i b u t i o n of such r o y a l t i e s 
on the revised basis as described above. 

A l e t t e r similar to t h i s i s being addressed to a l l re­
maining owners of fractions of overriding r o y a l t y , and immediately 
upon receipt of approval from a l l , d ivision orders w i l l be prepared 
and circulated. 

We, therefore, request that you indicate your approval 
and consent to the revised interest by signing the copy of thia 
l e t t e r enclosed herewith, returning same to t h i s o f f i c e i n the 
enclosed stamped addressed envelope. I f you w i l l give t h i a 
your immediate attention, i t w i l l enable us to release payment 
to you at an early date. 

Yours very t r u l y , 



SKELLY OIL COMPANY 
Tulsa, Oklahoma 

A p r i l 19, 1939 

Marshall & Winston, Inc. 
]4Z0 I . W. Heilman Building 
Los Angeles, California 

Attention : Mr. Sam Marshall 

Gentlemen: 

This I s to advise you, an owner of an in t e r e s t i n 
the overriding royalty reserved, i n the Operating Contracts 
r e l a t i n g to the Lea and Dow Permits i n Eddy County, 3ew Mexico, 
that we have at l a s t been successful i n securing o i l and gas 
leases froa the United States of America, covering the lands 
embraced i n said permits. #e are, therefore, anxious to com­
pl ste our records i n connection with these permits and release 
payment to you f o r your proportionate part of the overriding 
r o y a l t y which has accrued since the date of said leases. 

You w i l l doubtless r e c a l l that the two permits named, 
together with the Lynch lease, have been unitized under the 
terms of a un i t agreement as prescribed by the Department of 
the I n t e r i o r . You s i g n i f i e d your consent to such u n i t opera­
tions by signing a counterpart of the u n i t agreement mentioned. 
This u n i t agreement contained a schedule designated as "Exhibit 
3* which set out the proportionate ownership of said overriding 
r o y a l t y . '.Ve wish to advise that the f r a c t i o n a l i n t e r e s t , de­
signated as your proportionate ownership, i n said "Exhibit 3 s 

was i n error. Through an erroneous calculation, your f r a c t i o n a l 
i n t e r e s t was designated as 72/5^5 °f 7"?$# which i s less than 
the proportion to which you are actually e n t i t l e d . 

Before releasing payment of the amounts which have 
accrued to the overriding r o y a l t y Interest owners, we desire 
to correct the error made i n said exhibit i n order that you may 
be properly credited with the amount of overriding r o y a l t y t o 
which you are e n t i t l e d . 

According to the various operating agreements a f f e c t i n g 
the leas?3 i n question and subsequent assignments of portions of 
the overriding royalty therein reserved, you are e n t i t l e d to 
receive an overriding royalty interest of T;i under and by v i r t u e 
of the okO acre "A" lease secured under the Dow Permit ?02$k2O, 
which "A** lease i s described as a l l of Section 15, Township 



Marshall & Winston, Inc. 
A p r i l 19, 1939 
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17 ->outh, ?.ange 31 East, Eddy County, New Mexico; an overriding 
royalty interest of 1,5 under and by v i r t u e of tha 640 acre "A* 
lease secured under the Lea Permit -/029&1S, which 9A* lease i s 
described as the 3/2 of Section lk- and the N/2 of Section 23, 
Township 17 South, Kange 31 East, Eddy County, New Mexico; and 
an overriding royalty Interest of \% under and by v i r t u e of the 

acre "A* lease secured under tha Lynch Permit #029^19, which 
"A- lease i s described as a l l of Section 22, Townshio 17 South, 
r>n,;e 31 East, Eddy County, New Mexico. Under the terms of the 
u n i t agreement i n question, a l l three properties are u n i t i z e d 
end operated as a single lease. Therefore, under the three "A* 
leases as combined and unitized, your net i n t e r e s t i s \%» Be­
fore releasing payment of accrued sums, i t w i l l be necessary to 
c i r c u l a t e division orders f o r execution by a l l of the overriding 
royalty interest owners. But, before we w i l l be able to c i r c u ­
l a t e such digision orders, i t w i l l be neoessary that we have 
your approval of and consent to the d i s t r i b u t i o n of such r o y a l t i e s 
on the revised basis as described above. 

A l e t t e r similar to t h i s l a being addressed to a l l re­
maining owners of fractions cf overriding royalty, and immediately 
upon receipt of approval from a l l , d ivision orders w i l l be prepared 
and circulated. 

We, therefor?, request that you indicate your approval 
and consent to the revised i n t e r e s t by signing ths copy of t h i s 
l e t t e r enclosed herewith, returning same tc t h i s o f f i c e i n the 
enclosed stamped addressed envelope. I f you w i l l give t h i a 
your immediate attention, i t w i l l enable us to release payment 
to you at sn early date. 



SKELLY OIL COMPANY 
Tulsa, Oklahoma 

A p r i l 19, 1939 

Mr. Chas. ?». Bath 
125^ Cook Street 
Denver, Colorado 

Dear S i r : 

This i s to advise you, an owner of an interest i n 
the overriding royalty reserved i n the operating contract, 
r e l a t i n g to the Bow Permit i n Eddy County, New Mexico, that 
we have at l a s t been successful i n securing o i l and gas lease 
from the United States of America, covering the lands embraced 
i n said permit. 'Ve are, therefore, anxious to complete our 
records i n connection with t h i s permit and release payment to 
you f o r your proportionate part of the overriding r o y a l t y which 
has accrued since the data of said lease. 

You w i l l doubtless r e c a l l that the permit named, t o ­
gether with the Lea Permit and the Lynch lease, have been uni­
t i z e d under the terms of a u n i t agreement as prescribed by the 
Department of the I n t e r i o r . You sig n i f i e d your consent to 
such unit operations by signing a counterpart of the u n i t 
agreement mentioned. This u n i t agreement contained a schedule 
designated as "Exhibit B", whieh set out the prooortionate owner­
ship of said overriding royalty. -<e wish to advise that the 
f r a c t i o n a l I n t e r e s t , designated as your proportionate ownership, 
i n said "Exhibit 3tt was i n error. Through an erroneous calculation, 
your f r a c t i o n a l interest was designated as 2/535 °? which i s 
less than the proportion to which you are e n t i t l e d . 

Before releasing payment of the amounts which have 
accrued to the overriding royalty i n t e r e s t owners, we desire 
to correct the error made i n said exhibit i n order that you nay 
be properly credited with the amount of overriding r o y a l t y to 
which you are e n t i t l e d . 

According to the various operating agreements a f f e c t i n g 
the leases i n question, and subsequent assignments of portions of 
the overriding royalty therein reserved, you are e n t i t l e d to 
receive an overriding royalty interest of 1/3 of \% under and 



Mr. Cbas. ii. Hath 
19, 1939 

? e T7/0 

ry virtue of the oho acre "A" lease secured under the Dow Permit 
•:0?3^?.0t which "A'1 lease is described as all of Section 15, Town­
ship 17 South, Range 31 East, Eddy County, New Mexico. You own 
no interest in the overriding royalty under and by virtue of the 
-ko acre "Art lease secured under the Lea Permit £'Q23kl&, which 
"A" lease is described as the s/2 of Section lk and the N/2 of 
Section 23, Township 17 South, Range 31 East, Eddy County, Mew 
Mexico, and no interest in the overriding royalty under and by 
virtue of the 6^0 acre "A" lease secured under the Lynoh Permit 
-325^-19, which "A3 lease is described as all of Section 22, Town­
ship 17 South, Range J>1 East, Eddy County, New Mexico. However, 
under the terms of the unit agreement in question, all three 
properties are unitized and operated as a single lease. Therefore, 
under the three "A* leases, as combined and unitized, your net 
interest is 1/2^ of 1%. 

Before releasing payment of accrued sums, i t w i l l be 
necessary to circulate division orders f o r execution by a l l of the 
overriding royalty i n t e r e s t owners. But, before we w i l l be able 
to circulate such division orders, i t w i l l be necessary that we 
have your approval of and consent to the d i s t r i b u t i o n of such 
roy a l t i e s on the revised basis as described above. 

A l e t t e r similar to t h i s i s being addressed to a l l re­
maining owners of fractions of overriding r o y a l t y , and immediately 
upon receipt of approval from a l l , d i v i s i o n orders w i l l be pfepared 
and circulated. 

'Ve, therefore, request that you indicate your approval 
and consent to the revised interest by signing the copy of t h i s 
l e t t e r enclosed herewith, returning same to t h i s o f f i c e i n the 
enclosed stamped addressed envelope. I f you w i l l givrs t h i s 
your immediate attention, i t - ' r i l l enable ua to release payment 
to you at an early date. 

Yours very t r u l y , 

Encl. 



SKELLY OIL COMPANY 
Tulsa, Oklahoma 

April 19, 1939 

The Interaouhtain Royalty Coapany 
520 Equitable Pullding 
Denver, Colorado -

Gentlemen: 

This i s to advise you, an owner of an interest i n 
the overriding r o y a l t y reserved i n the operating contract 
r e l a t i n g to the Dow Permit i n Eddy Gounty, New Mexico, that 
ws have at l a s t been successful i n securing o i l and gas lease 
from the United States of America, covering the lands embraced 
i n said permit, v/e, therefore, are anxious to complete our 
records i n connection with t h i s permit and release payment to 
you f o r your proportionate part of the overriding r o y a l t y which 
has accrued since the date of said lease. 

You w i l l doubtless r e c a l l that the permit named, 
together with the Lea Permit and Lynch lease, had been uni ­
t i z e d under the terms cf a unit agreement as prescribed by the 
Department of the I n t e r i o r . You s i g n i f i e d your consent to such 
unit operations by signing a counterpart of the unit agreement 
mentioned. This u n i t agreement contained a schedule designated 
a a "Exhibit BM which set out the proportionate ownership of said 
overriding r o y a l t y . -Ve wish to advise that the f r a c t i o n a l i n ­
terest, designated as your proportionate ownership, i n said 
"Exhibit 5s* was i n error. Through an erroneous calculation, your 
f r a c t i o n a l i n t e r e s t was designated as 12/p35 of ~[\% t which i s 
lees than the proportion to which you. are actually e n t i t l e d . 

Before releasing payment of the amounts which have 
accrued to the overriding royalty interest owners, we desire 
to correct the error made i n said exhibit i n order that you 
may be properly credited with the amount of overriding royalty 
to which you are e n t i t l e d . 

According to the various operating agreements a f f e c t i n g 
the leases i n question, and subsequent assignments of portions of 
the overriding r o y a l t y therein reserved, you are e n t i t l e d to 
receive an overriding royalty interest of 3/4 of l/» under and by 
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virtue of the 'Ko acre "A" lease secured under the Dow Permit 
:'C 29^20, which "A" lease is described as all of Section 15, Town­
ship 17 South, R.?ngs 11 Hast, Eddy County, liew Mexico. You own 
no overrid'ng royalty interest under and by virtue of the 6kO 
acre ,(AM lease secured under the Lea Permit </Q294lS, which "A* 
lease is described a3 the S/2 of Section lk- and the N/2 of Section 
?3, Township 17 South, Range 31 East, Eddy County, New Mexico, or 
under and by virtue of the 6^0 acre "A" lease secured under the 
Lynch Permit r'G29^19» which "A" lease is described as all of Sec­
tion 22, Township 17 South, Range 31 East, Eddy County, New Mexico. 
Under the terms of this unit agreement in question, all three pro­
perties are unitized and operated as a single lease. Therefore, 
under the three "A" leases, as combined and unitized, your net 
interest is 1/k of 1%. 

Before releasing payment of accrued sums, i t w i l l be 
necessary to circulate d i v i s i o n orders for execution by a l l of the 
overriding royalty Interest owners. But, before we w i l l be able 
to c i r c u l a t e such d i v i s i o n orders, i t w i l l be necessary that we 
have your approval of and consent to the d i s t r i b u t i o n of such 
royaltie a on the revised basis as described above. 

A l e t t e r similar to t h i s i s being addressed to a l l re­
maining owners of fractions cf overriding roya l t y , and immediately 
upon receipt of approval from a l l , division orders w i l l be prepared 
and circulated. 

Yours very t r u l y , 

K 7H: 71 
E n c l . 

• "i H r 

dboUf <n ~14JLCLU > 1533-



SKELLY OIL COMPANY 

Tulsa, Oklahoma 

A p r i l 24, 1939 

I r s . Heuiah V. Lynch 
100 N. Richardson 
Roswell, New Mexico 

Dear Madaa: 

We wish to c a l l your attention to a matter a f f e c t i n g 
the Dow, Lea and Lynch area of Eddy County, New Mexico, now 
known as the Skelly Unit Area by v i r t u e of u n i t agreement ap­
proved by the Secretary of the I n t e r i o r December 17, 1937-

We have at l a s t been successful i n securing o i l 
and gas leases, applied f o r and &-ted A p r i l JO, 193&, froa 
the United States of America, covering the lands embraced 
i n the Dow Permit if029^20 and the Lea Permit #029^13. The 
rtA:1 lease on the Dow area covers a l l of Section 15, Township 
17 South, Range J>1 East. The 8A" lease on the Lea area covers 
the S/2 of Section 1̂5- and the N/2 of Section 23, 'Township 
17 South, Range 31 East. Ve are, therefore, quite anxious to 
complete our records i n connection with each of the above per­
mits i n order that the payments of overriding roy a l t y , i n 
keeping with the terms of the operating agreements a f f e c t i n g 
said permits, may be made. 

Xou w i l l no doubt r e c a l l that i n December of 1937 
our representative approached you to secure your consent to 
said u n i t agreement. At that time you declined to s i g n i f y 
your consent, as 2I0 Mr. Hiram M. Dow and Mr. 3. G. Higgina. 
A l l other overriding r o y a l t y i n t e r e s t owners s i g n i f i e d t h e i r 
consent to such uni t operation of a l l three of the properties 
named. The unit agreement mentioned was subsequently submitted 
to the Secretary of the I n t e r i o r i n keeping with the expressed 
desix*e of the Department of the I n t e r i o r that federal leases 
and permits be unitized. Th? Secretary of the I n t e r i o r approved the 
said agreement, and by such approval,, made the leases issued under 
the two permits mentioned, as well as the Lynch lease, subject to 
the terms of such u n i t agreement. The ttAtt lease cn the Lynch 
area covers, as you r e c a l l , a l l of Section 22, Township 17 South, 
Range 31 Hast. 
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The f a i l u r e of yourself, : i r . Dow and Hr. Klsrgins 
to consent to the unit agreement w i l l work considerable hard­
ship uoon U3 by reason of a complicated accounting procedure, 
r.'hlch now exists because of the willingness of a l l other over­
r i d i n g r o yalty owners to have the three leases operated as a 
u n i t , while you have not consented to such u n i t operations. 
Such involved accounting could be avoided, and the payment to 
overriding royalty i n t e r e s t owners greatly f a c i l i t a t e d , i f you, 
Ur. Dow, and i i r . Higgins would now j o i n w i t h the remaining 
overriding royalty i n t e r e s t owners i n consenting to the un i t 
operation of the three properties mentioned. 

The recent exchange of fra c t i o n a l interests between 
yourself and Ur. Dow appears to ua to indicate an int e n t i o n 
upon the part of each of you to approximate the same condition 
as would be accomplished by consenting to such unit operations. 
I n other words, the exchange of interests indicates to us that 
you may f e e l there are advantages i n such unit operation of the 
group of leases, and that now you would take a d i f f e r e n t view 
of the matter from that prevlovsLy he!L& by you. 

According to the various operating agreements a f f e c t ­
ing the permits i n question, and the subsequent assignment of 
portions of the overriding r o y a l t i e s therein reserved, you are 
e n t i t l e d to receive an overriding royalty i n t e r e s t of 1-1/3^ 
under and by virtue of the 640 acre 3 A n lease secured under 
the Dow Permit >029^20; an overriding royalty interest of l«p/6# 
under and by virtue of the 6k0 acre "A" lease secured under the 
Lea Permit #029418; and an overriding royalty Interest of 1-^/6% 
under and by vi r t u e of the SkO acre aA!l lease secured under the 
Lynch Permit v029^19» However, undeir the terms of the unit 
agreement i n question, a l l three properties are unitized and 
operated as a single lease. Urcer the combined three "A" 
leases, your net interest would be l-2/3#» 

Before releasing payment of overriding royalty, i t 
w i l l be necessary f o r us to circulate division orders f o r 
execution by a l l of the overriding royalty i n t e r e s t owners. 
But, before we w i l l be able to circulate such d i v i s i o n orders, 
i t w i l l be necessary, i f we are to avoid complications i n 
accounting, that we secure your consent to such u n i t operations 
and your approval of the above computation of your net int e r e s t 
i n the unitized HA W leases. 

V/hil-3 not intending to anticipate your desire to 
si g n i f y your consent, we nevertheless f e e l confident of your 
willingness to cooperate, and we, therefore, forward to you 
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a cony of t h i s l e t t e r with space provided for you to indicate 
your consent and acceptance. I f you desire to so indicate 
your consent, we request that you do so cn the copy of this 
I s t t - r , and t h \ t i t be returned to t h i s o f f i c e i n the enclosed 
stamped addressed envelope at your e a r l i e s t opportunity, i n 
order to enable us to bring the entire matter to a conclusion 
at an early da :e. 

Yours very t r u l y , 

The u n i t operation of the properties above 
referred to i s consented to. 'My present 
net overriding royalty interest i s as stated 
above. Effective as of A p r i l 30, 193S. 

^ted: /2^IoJlf & *£?MS>£; 
% /(g Z l / > 1939 



SKELLY OIL COMPANY 
Tulsa, Oklahoma 

A p r i l 22, 1939 

Honorable Hiraa M. Dow 
Roswell, New Mexico 

Dear Sir: 

At the suggestion of Mr. German, the writer i s 
addressing you concerning a matter a f f e c t i n g the Dow, Lea 
and Lynch area of Eddy County, Hew Mexico, now known as 
the Skelly Unit Area by v i r t u e of u n i t agreement approved 
by the Secretary of ths I n t e r i o r December 17, 1937* 

We have at l a s t been successful I n securing o i l 
and gas leases, applied f o r and dated A p r i l J0 t 193<3, from 
the United States of America, covering the lands embraced 
i n the Dow Permit #029^20 and the Lea Permit #029^13. The 
"A* lease on the Dow area covers a l l of Section 15, Township 
17 South, Range 31 East. The "A8 lease on the Lea area covers 
the S/2 of Section l k and the N/2 of Section 23, Township 
17 South, Range J l East. We are, therefore, quite anxious to 
complete our records i n connection with eafch of the above per­
mits i n order that the payments of overriding royalty, i n 
keeping with the terms of the operating agreements a f f e c t i n g 
said permits, may be made. 

You w i l l no doubt r e c a l l that i n December of 1937 
our representative approached you to secure your consent to 
s-iid u n i t agreement. At that time you declined to s i g n i f y 
ycur consent, as did ^ r s . Beulah V. Lynch and Mr. S. C. 
Kiggins. A l l other overriding royalty i n t e r e s t owners sig ­
n i f i e d t h e i r consent to such u n i t operation of a l l three of 
the properties named. The un i t agreement mentioned was sub­
sequently submitted to the Secretary of the I n t e r i o r i n 
keeping with the expressed desire of the Department of the 
I n t e r i o r that federal leases and permits be unitized. The 
Secretary of the I n t e r i o r approved the said agreement, and 
by such approval, made the leases issued under the two per­
mits mentioned, as well as the Lynch lease, subject t o the 
terms of such unit agreement. The "A* lease on the Lynch 
area covers, as you r e c a l l , a l l of Section 22, Township 17 
South, Range 31 East. 
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Dow 

Tha f a i l u r e of yourself, 2rs. Lynch and l l r . Hlggins 
to consent to the unit agreement w i l l work considerable hard­
ship upon us by reason of a complicated accounting procedure, 
which now exists beaause of the willingness of a l l other over­
r i d i n g royalty owners to have the three leases operated as a 
u n i t , while you have not consented to such uni t operations. 
Such involved accounting could be avoided, and the payment to 
overriding royalty Interest owners greatly f a c i l i t a t e d , I f 
you, Mrs. Lynch and Ur. Kiggins would now j o i n with the re­
maining overriding royalty Interest owners i n consenting to 
tha u n i t operation of the three properties mentioned. 

The recent exchange of f r a c t i o n a l Interests between 
yourself and i5rs. Lynch appears to us to indicate an intention 
upon the part of each of you to approximate the same condition 
as would be accomplished by consenting to such u n i t operationa. 
In other words, the exchange of interests indicates to us that 
you may feel there are advantages i n such uni t operation of the 
group of leases, and that now you would take a d i f f e r e n t view 
of the matter from that previously held by you. 

According to the various operating agreements affect­
ing the permits in question, and the subsequent assignment of 
portions of the overriding royalties therein reserved, you are 
entitled to receive an overriding royalty interest of 1-2/3$ 
under and by virtue of the 6]40 acre aAa lease secured under 
the Dow Permit #029^20; an overriding royalty interest of 3-l/o^ 
under and by virtue of the 6kO acre '"'A" lease secured under the 
Lea Permit ?Q29^13> and an overriding royalty interest of 3-1/"* 
under and by virtue of the 6^0 acre "A* lease secured under the 
Lynch Permit f'0291fl9. However, under the terms of the unit 
agreement in question, all three properties are unitized and 
operated as a single lease. Under the combined three "A" 
1 oases, your net interest would be 2-2/y/*» 

Before releasing payment of overriding royalty, i t 
w i l l be necessary f o r us to" circulate d i v i s i o n orders f o r 
execution by a l l of ths overriding royalty i n t e r e s t owners. 
But, before we w i l l be able to circulate auch division orders, 
i t w i l l be necessary, i f we are to avoid complications i n 
accounting, that we secure your consent to such unit operations 
and your approval of ths above computation of your net interest 
i n the unitized *A" leases. 

Ur. German also suggests that, while not intending to 
anticipate your desire to si g n i f y your consent, he nevertheless 
feels confident of your willingness to cooperate, especially 
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since the recent compromise settlement of our differences of 
opinion, and that se, therefore, might forward to you a copy 
of t h i s l e t t e r with space provided for you to indicate your 
consent and acceptance, and t h i s we are doing. I f you desire 
to so indicate your consent, we request that you do so on the 
copy of t h i s l e t t e r , and that i t be returned to t h i s o f f i c e 
l n the rolosed stamped addressed envelope at your e a r l i e s t 
opportunity, i n order to enable us to bring the entire matter 
to a conclusion at an early date. 

In event you decide to cooperate with us to the 
extent indicated above, we would greatly appreciate your 
further cooperation to the extent of advising Mrs. Beulah 
V. Lyneh thereof, as we are t h i s day addressing a l e t t e r 
similar to t h i s to Mrs. Lynch and to Mr. Kiggins requesting 
t h e i r l i k e consent. 

Yours very t r u l y , 

K "?i: '1 
2nd. 

The u n i t operation of ths properties above 
referred to i s consented to. My present 
net overriding royalty interest i s as stated 
above. Effective as of A p r i l 30, 193S. 

Dated: 

, 1939 



SKELLY OIL COMPANY 
Tulsa, Oklahoma 

A p r i l 2h, 1939 

r. E. C Higgins 
Box 596 
Artesia, New Mexico 

Dear Sir: 

Tfe wish to c a l l your attention to a matter a f f e c t i n g 
the Dow, Lea and Lynch area of Eddy County, New Mexico, now 
known as the Skelly Unit Area by vi r t u e of u n i t agreement ap­
proved by the Secretary of the I n t e r i o r December 17, 1937* 

We have at l a s t been successful i n securing o i l 
and gas leases, applied f o r and dated A p r i l JO, l $ j S f from 
the United States of America, covering the lands embraced 
i n the Dow Permit #029^20 and the Lea Permit #0294-13. The 
"A" lease on the Dow area covers a l l of Section 15, Township 
17 South, Range J l East. The ttAtt lease on the Lea area covers 
the S/2 of Section 1^ and the N/2 of Section 23, Township 17 
South, Range 31 -ast. We are, therefore, quite anxious to 
complete our records i n connection with e*»ch of the above per­
mits i n order that the payments of overriding royalty i n 
keeping with the terms of the operating agreements a f f e c t i n g 
said permits, may be made. 

You w i l l no doubt r e c a l l that i n December of 1937 
our representative approached you to secure your consent to 
sr;ld u n i t agreement. At that time you declined to s i g n i f y 
your consent, as d i d Mr. Hiram Dow and Mrs. Beulah V. Lynch. 
A l l other overriding royalty Interest owners s i g n i f i e d t h e i r 
consent to such unit operation of a l l three of the properties 
named. The u n i t agreement mentioned was subsequently submitted 
to the Secretary of the I n t e r i o r l n keeping with the expressed 
desire of the Department of the I n t e r i o r that federal leases 
and permits be unitized. The Secretary of the I n t e r i o r approved 
the said agreement, and by such approval, made the leases Issued 
under the two permits mentioned, as well as the Lynch lease, 
subject to the terms of such unit agreement. The "Aw lease on 
the Lynch area covers, as you r e c a l l , a l l of Section 22, Town­
ship 17 South, Range 31 East. 



The f a i l u r e of yourself, i i r . Dow and Mrs. Lynch 
to consent to the un i t agreement w i l l work considerable hard­
ship upon us by reason of a complicated accounting procedure, 
which now exists because of the willingness of a l l other over­
r i d i n g r o yalty owners to have the three leases operated as a 
u n i t , while you have not consented to such u n i t operations. 
Such involved accounting could be avoided, and the payment to 
overriding royalty i n t e r e s t owners greatly f a c i l i t a t e d , i f you, 
:vr. Dow, and Mrs. Lynch would now Join with the remaining 
overriding royalty i n t e r e s t owners i n consenting to the unit 
operation of the three properties mentioned. 

we could go int o a lengthy discussion of un i t 
operations i n general. But we assume that your knowledge 
of the industry i a such that you are aware of the many ad­
vantages to be gained from such unit operations. This fa c t i s 
further evidenced by the fact that the" Secretary of the I n t e r i o r , 
by various recent regulations, ha3 indicated that, i n so f a r as 
federal o i l and gas leases are concerned, unitization- i s to be 
accomplished wherever possible. 

According to the varioaa operating agreements a f f e c t ­
ing the permits i n question, and the subsequent assignment of 
portions of the overriding r o y a l t i e s therein reserved, you are 
e n t i t l e d to receive an_ overriding royalty i n t e r e s t of lj* under 
and by v i r t u e of the 640 acre "Att lease secured under the Dow 
Permit *0294-20; an overriding royalty interest of 1/4- of \% 
under and by v i r t u e of the £40 acre "A" lease secured under the 
Lea Permit *0294-lS; and an overriding royalty interest of 1/4-
of 1> under and by v i r t u e of the 64-0 acre "A" lease secured 
under the Lynch Permit #0294-19. However, under the t^rms of 
the unit agreement i n question, a l l three properties are uni­
tized and operated as a single lease. Under the combined three 
"A" leases, your net interest would be 1/2 of 1;£. 

Before releasing payment of overriding royalty, i t 
w i l l be necessary f o r us to circulate d i v i s i o n orders f o r 
execution by a l l of the overriding royalty i n t e r e s t owners. 
But, before w© w i l l be able to circulate such divi s i o n orders, 
i t - w i l l be necessary, i f we are to avoid complications i n 
accounting, that wa secure your consent to such u n i t operations 
and your approval of the above computation of your net in t e r e s t 
i n the unitized "A" leases. 

While not intending to anticipate your desire to 
s i g n i f y your consent, we nevertheless feel confident of your 
willingness to cooperate, and we, therefore, forward to you 
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a cooy of this l e t t e r with space provided for you to indicate 
your consent and acceptance. I f you desire to so indicate 
your consent, we request that you do so on the cooy of t h i 3 
l e t t e r , and that i t be returned to t h i s o f f i c e i n the enclosed 
sta-ped addressed envelope at your earliest opportunity, i n 
order to enable us to bring the entire matter to a oonslusion 
at an early date. 

Your3 very t r u l y , 

The u n i t operation of the properties above 
referred to i s consented to. My present 
net overriding royalty interest i s as stated 
above. Effective as of A p r i l 30, 1933. 


