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EXHIBIT

SOUTHEAST MALJAMAR GRAYBURG SAN ANDRES UNIT
PROPOSED UNIT EXPANSION SECONDARY RESERVE PROJECTIONS

CURRENT UNIT AREA UNTIMATE PRIMARY PRODUCTION 2,569 MBO
PROJECTED ULTIMATE RECOVERY FROM THE UNIT 6,116 MBO
SECONDARY RECOVERY FROM THE UNIT (6,116-2,569) 3,547 MBO
SECONDARY TO PRIMARY RATIO 1.38
PROPOSED UNIT EXPANSION

ULTIMATE PRIMARY PRODUCTION FROM THE THREE
TRACTS ADDED TO THE UNIT 536 MBO

SECONDARY RECOVERY FROM THE ADDITIONAL TRACTS
ASSUMING A SECONDARY TO PRIMARY RATIO OF 1.38 740 MBO

SECONDARY RECOVERY FROM THE ADDITIONAL TRACTS
ASSUMING A SECONDARY TO PRIMARY RATIO OF 1.00 536 MBO

SECONDARY RECOVERY FROM THE ADDITIONAL TRACTS
ASSUMING A SECONDARY TO PRIMARY RATIO OF 0.80 429 MBO

| NEW MEXICO
OIL CONSERVATION DIVISION -

EXHIBIT____/ 5
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AMENDED PLAN OF QOPERATION

We expect to drill several new producers and injectors to expand the waterflood in the unit. An
expansion of the water injection capacity and distribution system will be required. Our specific
plan of operations for the three tracts during 1997 are as follows:

U. S. Minerals (Proposed Unit Tract No. 11)

- Drill a water injection well to provide injection support for the existing three wells.
- Re-fracture stimulate the well No 1 to improve withdrawn rates.

State BY (Proposed Unit Tract No. 12)

- Convert the No 5 from T/A status to water injection.
- Drill an offset producer to the new water injection well. -

Denuis Federal (Proposed Unit Tract No. 13) - -

- Convert well No. 9 to water injection.
- Drill an offset producer to the new water injection well.

Any additional wells drilled during 1997 and beyond will be dependent upon the results of the
initial waterflood expansion. Potentially the expanded tracts in the waterflood unit could contain

an additional eight water injection and ten oil producers.

NEW MEXICO
OIL CONSERVATION DIVISION

EXHIBIT___( S
/1) g Zj
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 SOUTHEAST MALJAMAR GRAYBURG/SAN ANDRES UNIT

| TRACT ULTIMATE PRIMARY PRODUGTION AND ACREAGE

| CALCULATION OF NEW TRACT PARTICIPATION FACTORS

o 90% 5% 5%

- TRACT TRACT TRACT TRACT NEW OLD

| _TRACT _ | TRACT |DEVELOPED| ULTIMATE | | ULTIMATE | TRACT |DEVELOPED| TRACT TRACT

| _NO. _ |ACREAGH ACREAGE | PRIMARY PRIMARY | ACREAGE | ACREAGE | FACTOR FACTOR DELTA

| 1 120 120 | 484,383 | | 14.036285%| 0.468750%| 0.483871%) 14.988906%| 18.101025%| 3.112119%

B 2 120 120 42,183 1.222365%| 0.468750%| 0.483871%|  2.174986%| 2.610205%| 0.435219%

! 3 40 40 | 100,061 2.899533%| 0.156250%| 0.161290%|  3.217074%|  3.882765%] 0.665691%

| 4 160 160 | 126,650 3.670020%| 0.625000%| 0.645161%|  4.940182%|  5.046690%| 1.006508%

m 5 120 120 48,049 1.392348%)| 0.468750%| 0.483871%|  2.344968%| 2.815695%| 0.470727%

6 160 160 | 642,864 | | 18.628693%| 0.625000%| 0.645161%| 19.898855%| 24.030305%| 4.131450%

1 7 160 160 | 624,736 | | 18.103386%| 0.625000%| 0.645161%| 19.373548%| 23.395260%| 4.021712%
S | 8 40 40 | 209,018 6.056852%| 0.156250%| 0.161290%|  6.374393%|  7.699665%| 1.325272%
— 9] 80 80 | 239,266 6.933368%| 0.312500%| 0.322581%|  7.568449%|  9.136770%| 1.568321%
— 10 80 40 51,923 1.504607%| 0.312500%| 0.161290%|  1.978397%|  2.381620%| 0.403223%
i e s 5 11 40 40 | 124,419 3.605371%| 0.156250%| 0.161200%|  3.922912%|  0.000000%| -3.922912%|US MINERALS
m - 12 80 80 | 198,323 | | 5.746936%]| 0.312500%| 0.322581%|  6.382017%|  0.000000%| -6.382017%) DENIUS FEDERAL
R — 13 80 80 | 213,966 6.200234%| 0.312500%| 0.322581%|  6.835314%)| _ 0.000000%| -6.835314%| STATE BY
I B
m , 1,280 1,240 | 3,105,841 100.000000%| 100.000000% | _0.000000%
'OLD TOTALS | 1,080 1,040 | 2,569,133

| NEW MEX|ICO
il CONSERVATION DIVISION
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BEFORE THE OIL CONSERVATION COMMIBSION
OF THE 8TATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY TEE OIL CONSERVATION
COMMISSION OF NEW MEXICCO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 4750
Order No. R-3134-A

APPLICATION OF CITIES SERVICE
OIL COMPANY FOR AN UNORTHODOX
LGCATION, LEA COUNTY, NEW
MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on June 28, 1972,
at Santa Fe, New Mexico, before Examiner Elvis A. Utz.

NOW, on this EQ;E day of July, 1972, the Commission, a
gquorum being present, ving considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

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

(2) That the applicant, Cities Service 0il Company, is
the operator of the Southeast Maljamar Grayburg-San Andres Unit
Waterflood Project, Maljamar Pool, Lea County, New Mexico.

(3) That the applicant seeks authority to drill a well
at an unorthodox location 1155 feet from the South line and
1385 feet from the East line of Section 29, Township 17 South,
Range 33 East, NMPM, Lea County, New Mexico, as a producing well
in said Southeast Maljamar Grayburg-San Andres Unit Waterflood
Project. :

(4) That the proposed unorthodox location is necessary to
provide an efficient oil producing pattern.

(5) That the applicant also seeks the establishment of an
administrative procedure whereby the Secretary-Director of the
Commission may authorize additional producing wells and injection
wells at orthodox and unorthodox locations within said Southeast
Maljarmar Grayburg-San Andres Unit Waterflood Project area as
may be necessary to complete an efficient production and injec-
tion pattern. : S |
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CASE NO. 4750
Order No. R-~3134-A

(6) That approval of the requested administrative procedure
will afford the applicant the opportunity to produce its just
and equitable share of the oil in the Maljamar Pool, provided
said wells are drilled no closer than 330 feet to the outer
boundary of the above-described unit area nor closer than 10
feet to any quarter-—quarter section or subdivision inner boundary.

(7) That the subject waterflood project should be governed
by the provisions of Rules 701, 702, and 703 of the Commission
Rules and Regulations, provided however, that the showing of
well response as required by Rule 701 E~5 shall not be necessary
before obtaining administrative approval for the conversion of
additional wells to water injection.

IT IS THEREFORE ORDERED:

(1) That the applicant, Cities Service 0il Company, is
hereby authorized to drill a well at an unorthodox locatic:
1155 feet from the South line and 1385 feet from the East line
of Section 29, Township 17 South, Range 33 East, NMPM, Maljamar
Pool, Lea County, New Mexico, as a producing well in its South-
east Maljamar Grayburg-San Andres Unit Waterflood Project.

(2) That Order (2) of Order No. R-3134 is hereby amendcd
to read in its entirety as follows:

"(2) That the subject waterflood project shall continue to
be governed by the provisions of Rules 701, 702, and 703 of the
Commission Rules and Regulations;

PROVIDED HOWEVER, that the Secretary-Director of the
Commission may approve such additional producing wells and injec-
tion wells at orthodox and unorthodox locations within the South-
east Maljamar Grayburg-San Andres Unit Waterflood Project area
as may be necessary to complete an efficient production and
injection pattern, provided said wells are drilled no closer
than 330 feet to the outer boundary of the Southeast Maljamar
Grayburg-San Andres Unit Area nor closer than 10 feet to any
quarter~-quarter section or subdivision inner boundary, and pro-
vided that the application therefor has been filed in accordance
with Rule 701 B of the Commission Rules and Regulations, and
provided that the application has been sent to all offset operators,
if any there be, and no such operator has objected within 15 days.
The showing of well response as required by Rule 701 E-5 shall
not be necessary before obtaining administrative approval for
the conversion of additional wells to water injection.”

{3) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.
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DONE at Santa Fe, New Mexico, on the day and year hereinabove

designated.

SEAL

dx/

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

BRUCE KING, Chairman
ALEX J. ARMIJO, Member

A. L. PORTER, Jr., Member & Becretary



BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN TEE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR

- .THE PURPOSE OF CONSIDERING:

CASE No. 3462
Order No. R-3134

" APPLICATION OF CITIES SERVICE OIL
COMPANY FOR A WATERFLOOD PROJECT,
, LEA . COUNTY, . NEW MEXICO. :

ORDER OF THE COMMISSION

-

-BY THE COMMISSION:

This cause came on'forxhearing at 9 a.m. on September 28, 1966,
at - Santa Fe, New Mexico, before Examiner Elvis A, Utz.

"NOW, on this_l4th day of October, 1966, the Commission, a
quorum being present, having considered the testimony, the record,
' and the recommendations of the Examlner, and belng fully adv;sed
in the premises,

FINDS :

(1) That .due public notice having been given as requxred by
.law, the Commission has jurisdiction of this cause and the subject
‘matter thereof. :

. '(2) That the applicant, Cities Service 0Oil Company, seeks
permission to institute a waterflood project in the Southeast
Maljamar Grayburg-San Andres Unit Area, Maljamar (Grayburg-San
Andres) Pool, by the injectionjof water . into the Grayburg-San
Andres formation through ‘eleven injection wells in Sections 29,
.30, and 32, Township 17 South, Range 33 East, NMPM, Lea County,
New Mexico.:

_ : (3) That the wells in the project area are in an advanced
state of depletion and should properly be. classlfled as "stripper"
wells, - :

(4) That the proposed waterflood project should result in the
. recovery ©0f otherwise unrecoverable oil, thereby preventing waste.



R . ,
" CASE No. 3462
.QOrder No. R-3134

(5) That the'appllcant fufther seeks the establlshment of an
administrative procedure whereby additional wells, withln the sald
unit area, . could be placed on water 1njection.‘

(6) That the subject application should be approved and the

.project should be governed by the provisions of Rules 701, 702 and
703 of the Commission Rules and Regulations.

-IT IS THEREFORE ORDERED:

(l) That the applicant, Cities Service 0Oil Company, is hereby
-authorized to institute a waterflood project in the Southeast Mal-
_jamar Grayburg-San Andres Unit Area, Maljamar (Grayburg=-San Andres)
'~ Pool, by the injection of water into the Grayburg-San Andres forma-
tion through the following-described wells in Township 17. South,
.Range 33 East, NMPM, Lea County, New.Mexicos: -

FSL

Cities Service Shell St. "A" # 1 1980° 660' FWL Section 29
"Cities Service Shell St. "A" # 2 660' FSL 1980' FWL Section 29
Cities Service Philmex St."A" # 6 990' FNL 2310' FEL Section 29
' Ccities Service Philmex St."A" # 5 2310' FNL 990' FEL Section 29
"Phillips Philmex ~ # 3 1980°' FNL 1980' FWL Section 29
Phillips Philmex # 7 660' FNL 660' FWL Section 29
Shell State "A" # 2 1980' FSL 1980' FEL Section 29
Shell State "A" #.3 660' FSL 990' FEL Section 29
Cities Service Ohio Jones "A" # 1 1980*' FNL 660' FEL Section 30
Phillips - U.8. Minerals # 3 660' FSL 660' FEL Section. 30
Cities Service Cockburn St."A" # '3 660' FNL 1980' FEL Section 32

- (2) That the subject waterflood project is hereby designated
the Southeast Maljamar Waterflood Project and shall be governed by

“ ' the provisions of Rules 701, 702, and 703 of the Commission Rules

- and Regulations; provided, however, that the Secretary-Director of
the Commission may approve the.placing of additional wells, within.
the said unit.area, on water injection as may be necessary to com-

~ plete an efficient waterflood injection pattern.

, (3)  That monthly progress reports of the waterflood project
herein authorized shall be submitted to the Commission in accor-
dance with Rules 704 and 1120 of the Commission Rules and Regula-

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

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION
JACK M. CAMPBELL, Chairman

GUYTON B. HAYS, Member

A. L. PORTER, Jr., Member & Secretary

esrx/



BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

- IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 3461
Order No. R~=3130

APPLICATION OF CITIES SERVICE OIL
COMPANY FOR APPROVAL OF THE SOUTH-
EAST MALJAMAR GRAYBURG-SAN ANDRES .
UNIT AGREEMENT, LEA COUNTY, NEW
MEXICO,

ORDER OF THE COMMISSION
BY THE COMMISSION:

_ This cause came on for hearing at 9 a.m. on September 28, 1966,
at Santa Fe, New Mexico, before Examiner Elvis A. Utz.

' NOW, on this___4th day of October, 1966, the Comm;ss;on, a

quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and belng fully advised

in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurlsdxctlon of this cause and the subject
matter thereof.

. {(2) . That the applicant, Cities Service 0il Company, seeks
approval of the Southeast Maljamar Grayburg-San Andres Unit Agree-
ment covering 1080 acres, more or less, of State and Federal lands
deacribed as follows: '

LEA COUNTY, NEW MEXICO
TOWNSHIP 17 SOUTH, RANGE 33 EAST, NMPM
Section 29: W/2 SE/4 W/2 NE/4, and
' ~ SE/4 NE/4
Section 30: NE/4, N/2 SE/4, and SE/4 SE/4.
Section 32: N/2 N/2 and SE/4 NE/4

e

(3) That approval of the proposéd unit agreement should
promote the prevention of waste and the protectlon of correlatlve
rights withzn the unit area.
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IT IS THEREFORE ORDERED:

(1) That the Southeast Maljamar Grayburg-San Andres Unit
Agreement is hereby approved.

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, however,

. that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and development of any
_lands committed to the unit and production of oil or gas therefrom.

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

(4) That this order shall become effective upon the approval
of said unit agreement by the Commissionef of Public Lands for the
State of New Mexico and the Director of the United States Geologi-
cal Survey; that this order shall terminate ipso facto upon the
termination of said unit agreement; and that the last unit opera-
tor shall notify the CommlsSLOn lmmedlately in writing of such
termination.

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

DONE at Santa Fe, New Mexico, on the day and year herelnabove
designated. »

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

JACK M. CAMPBELL, Chairman
SEAL GUYTON B, HAYS, Member

esr/ , A. L. PORTER, Jr., Member & Secretary



Page 238 New Mexico

(MALJAMAR (PUCKETT “A* WATERFLOOD PROJECT
EXPANSION) POOL - Cont’d.)

(5) That injection into the San Andres formation should be
through 2-3/8-inch tubing installed in a packer set at approxi-
mately 3600 feet and into the perforated intervals from 3635
feet to 3655 feet and from 3875 feet to 3920 feet.

(6) That injection into the Gra?(burg formation should be
through the annulus between the 2-3/8-inch tubing and the 5-1/2-
inch casing and into the perforated intervalat approximately
3550 feet.

(7) That the subject application should be approved and the
expanded project should be governed by the provisions of Rules
701, 702, and 703 of the Commission Rules and Regulations.

IT IS THEREFORE ORDERED:

(1) That the applicants, Willlam A, and Edward R, Hudson,
are hereby authorized to expand their Puckett ‘‘A?’ Waterflood
Project in the Maljamar Pool by the injection of water into
the Grayburg-San Andres formation through their Puckett ¢‘A?’
Well No. 30 to be drilled at an unorthodox location 1345 feet
from the North line and 25 feet from the West line of Section
24, Township 17 South, Range 31 East, NMPM, Eddy County,
New Mexico,

(2) That injection into the San Andres formation shall be
through 2-3/8-inch tubing installed in a packer set at approxi-
mately 3600 feet and into the perforated interval from 3635
feet to 3655 feet and from 3875 feet to 3920 feet,

(3) That injection into the Grayburg formation shall be
through the annulus between the 2-3/8-inch tubing and the
5-1/2-inch casing and into the perforated interval at approxi-
mately 3550 feet.

(4) That the expanded waterflood project shall be governed
by the provisions of Rules 701, 702, and 703 of the Commission
Rules and Regulations.

(5) That monthly progress reports of the expanded waterflood
project herein authorized shall be mitted to the Commission
in accordance with Rules 704 anc 1120 of the Commission
Rules and Regulations. .

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

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

SECTION IV

R. W, Byram & Co., - Nov., 1966

MALJAMAR (GRAYBURG-SAN ANDRES) POOL
(Southeast Maljamar Grayburg-San Andres Unit Waterflood)
Lea County, New Mexico

Order No. R-3134, Authorizing Citles Service Oil Company to
Institute a Waterflood Project in the Southeast Maljamar
Grayburg-San Andres Unit Area, Maljamar (Grayburg-San
Andres) Pool, Lea County, New Mexico, October 14, 1966.

Application of Cities Service Oil Company for
a Waterflood Project, Lea County, New Mexico.

CASE NO. 3462
Order No. R-3134

ORDER OF THE COMMISSION

BY THE COMMISSION: This cause came on for hearing at
9 a.m, on September 28, 1966, at Santa Fe, New Mexico, before
Examiner Elvis A, Utz.

NOW, on this 14th day of October, 1966, the Commission, a
quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

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

(2) That the applicant, Cities Service Oil Company, seeks
permission to institute a waterflood project in the Southeast
Maljamar Grayburg-San Andres Unit Area, Maljamar (Grayburg-
San Andres) Pool, by the injection of water into the Grayburg-
San Andres formation through eleven injection wells in Sections
29, 30, and 32, Township 17 South, Range 33 East, NMPM, Lea
County, New Mexico,

(3) That the wells in the project area are in an advanced
state of depletion and should properlybe classifiedas “stripper’’
wells,

(4) That the proposed waterflood project should result in the
recovery of otherwise unrecoverable oil, thereby preventing
waste,



R. W, Byram & Co,, - Dec., 1966

(MALJAMAR (GRAYBURG-SAN ANDRES) (SOUTHEAST
MALJAMAR GRAYBURG-SAN ANDRES UNIT WATER-
FLOOD) POOL - Cont’d.)

(5) That the applicant further seeks the establishment of an
administrative procedure whereby additional wells, within the
said unit area, could be placed on water injection,

(6) That the subject application should be approved and the
project should be governed by the provisions of Rules 701, 702,
and 703 of the Commission Rules and Regulations.

IT IS THEREFORE ORDERED:

(1) That the applicant, Cities Service Oil Company, ishereby
authorized to institute a waterflood project in the Southeast
Maljamar Grayburg-San AndresUnit Area, Maljamar(Grayburg-
San Andres) Pool, by the injection of water into the Grayburg-
San Andres formation through the following-described wells in
Township 17 South, Range 33 East, NMPM, Lea County, New
Mexico:

Cities Service Shell St. *“A” #1

1980' FSLL 660' FWL Section 29
Cities Service Shell St. A #2

660' FSL 1980' FWL Section 29
Cities Service Philmex St. *A” #6

990* FNL 2310' FEL Section 29
Cities Service Philmex St. A’ #5

2310' FNL 990' FEL Section 29
Phillips Philmex #3

1980' FNL 1980' FWL Section 29
Phillips Philmex #7

660" FNL 660' FWL Section 29

Shell State “*A?” #2
1980' FSL. 1980' FEL Section 29
Shell State *“A* #3

660* FSL 990' FEL Section 29
Cities Service Ohio Jones “A” #1
1980' FNL 660' FEL Section 30

Phillips U.,S, Minerals #3
660! FSL 660' FEL Section 30
Cities Service Cockburn St, ¢‘A’" #3
660' FNL 1980' FEL Section 32

(2) That the subject waterflood project is hereby designated
the Southeast Maljamar Waterflood Projectand shall be governed
by the provisions of Rules 701, 702, and 703 of the Commission
Rules and Regulations; provided, however, that the Secretary-
Director of the Commission may approve the: Dlacjng of additional
wells, within the_said-unit-area,-on-water-

necessary to. c&mpleig_,n.eiﬁcienlmlenﬂood-wmtggyz_e_r_n_._;

(3) That monthly progress reports of the waterflood project
herein authorized shall be submitted to the Commission in
accordance with Rules 704 and 1120 of the Commission Rules
and Regulations,

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

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated,
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SAUNDERS-PERMO PENNSYLVANIAN POOL
(Saunders SB Waterflood Project Expansion)
Lea County, New Mexico

Order No. R-3144, Authorizing Amerada Petroleum Corporation

to Expand its Saunders SB Waterflood Project in the Saunders-

Permo Pennsylvanian Pool, Lea County, New Mexico, November
9, 1966,

Application of Amerada Petroleum Corporation
for a Waterflood Expansion, Lea County, New
Mexico,

CASE NO, 3488
Order No. R-3144

ORDER OF THE COMMISSION

BY THE COMMISSION: This cause came on for hearing at
9 a.m. on November 2, 1966, at Santa Fe, New Mexico, before
Examiner Elvis A, Utz.

NOW, on this 9th day of November, 1966, the Commission, a
quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully adwsed in the premises,

FINDS:

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

(2) That the applicant, Amerada Petroleum Corporation,
seeks permission to expand its Saunders SB Waterflood Project
in the Saunders Permo-Pennsylvanian Pool by the injection of
water into the Permo-Pennsylvanian zone through its Texaco-
State ‘‘AQ’* Well No. 2, located in Unit E of Section 3, Township
15 South, Range 33 East, NMPM, Lea County, New Mexico.

(3) That the wells in the proposed expanded project area are
in an advanced state of depletion and should properly be
classified as *‘stripper?’ wells.

(4) That the proposed expansion of the SaundersSB Waterflood
Project should result in the recovery of otherwise unrecoverable
on-as-may-be-.. oil, thereby preventing waste.,

(5) That the subject application should be approved and the
expanded project should be governed by the provisions of Rules
701, 702, and 703 of the Commission Rules and Regulations.

IT IS THEREFORE ORDERED:

(1) That the applicant, Amerada Petroleum Corporation, is
hereby authorized to expand its Saunders SB Waterflood Project
in the Saunders-Permo Pennsylvanian Pool by the injection of
water into the Permo-Pennsylvanian zone through its Texaco-
State ¢‘AQ?* Well No. 2, located in Unit E of Section 3, Township
15 South, Range 33 East, NMPM, Lea County, New Mexico.
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YATES NORTH VACUUM (SAN ANDRES) UNIT
Lea County, New Mexico

Order No. R-3961, Approving the Yates North Vacuum (San
Andres) Unit Agreement, Lea County, New Mexico, May 12,
1970,

Application of Yates Drilling Company for
Approval of the Yates North Vacuum (San
Andres) Unit Agreement, Lea County, New
Mexico.

CASE NO, 4347
Order No, R-3961

ORDER OF THE COMMISSION

BY THE COMMISSION: This cause came on for hearing at
9 a.m., on April 29, 1970, at Santa Fe, New Mexico, before
Examiner Elvis A. Utz.

NOW, on this 12th day of May, 1970, the Commission, a
quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

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

(2) That the applicant, Yates Drilling Company, seeks
approval of the Yates Nor{h Vacuum (San Andres) Uni(Agree—
ment li:overing 800 acres, more or less, of State lands described
as follows:

LEA COUNTY, NEW MEXICO
TOWNSHIP 17 SOUTH, RANGE 34 EAST, NMPM

S/28W/4

SW/4 NE/4, S/2 NW/4, SW/4
W/2 SE/4, and SE/4 SE/4
NE/4

NW/4

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

IT IS THEREFORE ORDERED:
(1) That the Yates North Vacuum {(San Andres) Unit Agree-
ment is hereby approved.

Section 1:
Section 2:

Section 11:
Section 12:

(2) That the plan contained in said unit agreement for the
development and operation of the unit areaishereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unii
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to

. supervise and control operations for the exploration and develop-
ment of any lands committed to the unit and production of oil or
gas thereirom.

SECTION V

R. W, Byram & Co, = July, 1970

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the umit agree-
ment within 30 days after the effective date thereof; that in the
event of subsequent joinderbyanypartyor expansion or conirac-
tion of the unit area, the unit operator shall file with the Com~
mission within 30 days thereafter counterparts of the unit
agreement reflecting the subscription of those interests having
joined or ratified,

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

(5) That jurisdiction of this cause is retained for the entry
of such further orders as the Commission maydeem necessary,

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

CANADA OJITOS UNIT
(Expansion)
Rio Arriba County, New Mexico

Order No. R-2544-A, Approving Expansion of the Canada Ojitos
Unit Agreement, Rio Arriba County, New Mexico, July 15, 1970,

Application of Benson-Montin-Greer Drilling
Corporation for Expansion of a Unit Area, Rio
Arriba County, New Mexico,

CASE NO, 4374
Order No. R~2544-A

ORDER OF THE COMMISSION

BY THE COMMISSION:
9 am. on July 1, 1970,
Examiner Elvis A, Utz,

NOW, on this 15th day of July, 1970, the Commission, a
quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

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

This cause came on for hearing at
at Santa Fe, New Mexico, before

(2) That by Order No. R-25 dated August 9, 1963, the
Commission approved the CanadaOjitos Unit Agreement contain-
ing 35,829.84 acres, more or less, of Federal and Fee lands in



R, W, Byram & Co., - Aug,, 1970

(CANADA OJITOS UNIT (EXPANSION) FIELD - Cont’d.)

Township 25 and 26 North, Ranges 1 East and 1 West, NMPM,
Rio Arriba County, New Mexico.

(3) That the applicant, Benson-Montin-Greer Drilling Corp-
oration, seeks the expansion of said Canada Ojitos Unit Area
to include 20,480 additional acres, more or less, of Federal,
State and Fee lands described as foilows: )

RIO ARRIBA COUNTY, NEW MEXICO
TOWNSHIP 24 NORTH, RAN’GE 1 WEST, NMPM
Sections 1 through 4: All
SecHon 8: E/2
Sections 9 through 16: All
SecHon 17: E/2
Sections 23 and 24: All

TOWNSHIP 24 NORTH, RANGE 1 EAST, NMPM

Sections 6and 7 All
Section 8: W/2
Section 17: W/2 )
Sections 18 and 19: All
Section 20: W/2

TOWNSHIP 25 NORTH, RANGE 1 WEST, NMPM
Section 36: E/2 :

TOWNSHIP 25 NORTH, RANGE 1 EAST, NMPM
_ Secton 4: W/2

Section 5: All

Section 8: All

Section 9: W/2

Section 17: Al

Section 19; E/2

Section 20: All

Section 29: W/2

Sections 30 and 31: All

TOWNSHIP 26 NORTH, RANGE 1 EAST, NMPM
Section 20: W/2
Section 29: All

Section 32: All

Section 33: W/2

(4) That the proposed expansion of said Canada Ojitos
Unit Agreement should promote the prevention of waste and
protection of correlative rights within the unitarea as expanded.

1T IS THEREFORE ORDERED:

(1) That the Canada Ojitos Unit Agreement, as amended to
include the acreage described in Finding (3) above, is hereby
approved.

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

(3) That this order shall become effective upon the approval
of the aforesaid amendment to the Canada Ojitos Unit Agreement
by the Commissioner of Public Lands for the State of New
Mexico and the Director of the United States Geological Survey;
that this order shall terminate ipso facto upon the termination

SECTION V
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of said unit agreement; and that the last unit operator shall
notify the Commission immediately in writing of such termi-
nations

(4) That jurisdiction of this cause is retained for the entry
of such further orders as the Commission maydeem necessary.

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

STATE 32-7-33 UNIT
Roosevelt County, New Mexico

Order No. R-3990, Approvlng‘ the State 32-7-33 UnitAgreement,
Roosevelt County, New Mexico, July 10, 1970

Application of Champlin Petroleum Company
for Approval of the State 32-7-33 Unit Agree-
ment, Roosevelt County, New Mexico

CASE NQ, 4377
Order No. R-3990

ORDER OF THE COMMISSION

BY THE COMMISSION: This cause came on for hearing at
9 am. on July 1, 1970, at Santa Fe, New Mexico, before
Examiner Elvis A, Utz.

NOW, on this 10th day of July, 1970, the Commission, a
quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

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

(2) That the applicant, Champlin Petroleum Company, seeks
approval of the State 32-7-33 Unit Agreement covering 640
acres, more or less, of State lands described as follows:

ROOSEVELT COUNTY, NEW MEXICO -
TOWNSHIP 7 SOUTH, RANGE 33 EAST, NMPM
Section 32: All

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

IT IS THEREFORE ORDERED:
(1) That the State 32-7-33UnitA greementis hereby approved,
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CACTUS QUEEN (VOLUNTASI}(Y)'RJUNIT AGREEMENT EXPAN-
Chaves County, New Mexico

Order No. R-9075-A-1, Approving the Expansion of the Cactus Queen
(Voluntary) Unit Agreement, Chaves County, New Mexico, January 26,
1993.

Application of Yates Drilling Company for Expan-
sion of a Unit Area and to Amend Division Order
No. R-9075-A, Chaves County, New Mexico.

CASE NO. 10641
Order No. R-9075-A-1

ORDER OF THE DIVISION

BY THE DIVISION:
This cause came on for hearing at 8:15 a.m. on December 17,1992, at
Santa Fe, New Mexico, before Examiner Michael E. Stogner.

NOW, on this 26th day of January, 1993 the Division Director, having
considered the testimony, the record and the recommendations of the
Examiner, and being fully advised in the premises,

FINDS THAT: ) .
(1) Due public notice having been given asrequired by law, the Division
has jurisdiction of this cause and the subject matter thereof.

{2) At the time of the hearing, this case was consolidated with Division
Case No. 10642 for the purpose of testimony.

(3) By DivisionOrder No. R-9075-A, issued in Case No. 9823 and dated
December 14, 1989, the Division approved the Yates Drilling Company
Cactus Queen (Voluntary) Unit Agreement for the purpose of establishing
a secondary recovery project in the Queen formaton underly:.... ae
NE/4SW/4,5/2 SW/4 and W/2 SE/4 of Section 27 and the NW/4 NE/ and
N/2 NW/4 of Section 34, Township 12 South, Range 31 East, NMPM,
Chaves County, New Mexico.

SECTION V

R. W. Byram & Co.,, - Feb., 1993

(4) The applicant, Yates Drilling Companir, now seeks to expand said
Cactus Queen (Voluntary) Unit Area by including therein an additional
320 acres, more or less, of Federal lands comprising the SW/4 NE/4, S/2
NW/4, SW/4, and NW/4 SE/4 of said Section 34. Said expanded unit
would be comprised of the NE/4 SW/4, S/2 SW/4, and W/2 SE/4 of said
Section 27 and the W/2 NE/4, W/2 and NW/4 SE/4 of said Section 34,
containing 640 acres, more or less, of state (120 acres or 18.75%) and
federal (520 acres or 81.25%) lands.

(5) The applicant’s Exhibit Nos. 3 and 4 in this case, being the Unit
Agreement and the Unit Operating Agreement, respectively, should be
incorporated by reference into this order.

(6) The proposed expansion will prevent waste and protect correlative
rights, will tend to conserve oil and gas and should be approved.

(7) The terms and conditions of Division Order No. R-9075-A should
apply to the expanded unit to the extent not inconsistent with this order.

IT IS THEREFORE ORDERED THAT:

(1) The Yates Drilling Company’s Cactus Queen (Voluntary) Unit
Agreement and Area as approved by Division Order No. R-9075-A is
hereby expanded to include several tracts of federal lands, comprising 320
acres, more or less, and consisting of the SW/4 NE/4, S/2 /4, S§N/4
and NW/4 SE/4 of Section 34, Township 12 South, Range 31 East,
NMPM, Chaves County, New Mexico, so that the unit area, as expanded,
will contain 640 acres, more or less, of state (120 acres - "3 75

2% snd
federal (520 acres or 81.25%) lands and comprise the Ni, - »W/4, 5f2
SW/4 and W/2 SE/4 of Section 27 and the W/2 NE/4, W/2 and NW/4
SE/4 of Section 34, all in Township 12 South, Range 31 East, NMPM,
Chaves County, New Mexico.

(2) The expanded unit and unit area shall be subject to the terms and
requirements contained in Order No. R-3075-A and shall hecome effec-
tive as provided in the unit agreement.

(3) Jurisdiction of this cause is retained for the entry of such further
orders as the Division may deem necessary.

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

x’,::
‘% s
%



R. W. Byram & Co., - Feb., 1971

(CATCLAW DRAW UNIT - Cont’d.)

(2) That the applicant, Hanagan Petroleum Corporation, seeks
approval of the Catclaw Draw Unit Agreement covering 6720
acres, more or less, of State, Federal and fee lands described
as follows:

EDDY COUNTY, NEW MEXICO
TOWNSHIP 21 SOUTH, RANGE 25 EAST, NMPM
Section 13: S/2
Section 14: S/2
Section 15: S§/2
Sections 22 through 27: All
Sections 34 through 36: All

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

IT IS THEREFORE ORDERED:
(1) That the Catclaw Draw Unit Agreementis hereby approved.

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

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

(4) That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands
for the State of New Mexico and the Director of the United
States Geological Survey; that this order shaii terminate ipso
facto upon the termination of said unit agreement; and that the
last unit operator shall notify the Commission immediately in
writing of such termination.

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

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

SECTION V
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FLYING “M’* SAN ANDRES UNIT
(Expansion)
Lea County, New Mexico

Order No. R-3220-A, Approving the Expansion of the Flying
‘““M’”’ San Andres Unit, Lea County, New Mexico, January
) 15, 1971.

Application of Coastal States Gas Producing
Company for Expansion of a Unit Area, Lea
County, New Mexico.

CASE NO. 4480
Order No. R-3220-A

ORDER OF THE COMMISSION

BY THE COMMISSION: This cause came on for hearing
at 9 a.m. on January 6, 1971, at Santa Fe, New Mexico, before
Examiner Daniel S. Nutter.

NOW, on this 15th day of January, 1971, the Commission, a
quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

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

(2) That by Order No. R-3220, dated April 26, 1967, the
Commission approved the Flying ‘‘M’’ San Andres Unit Agree-
ment covering 4080 acres, more or less, of State, Federal.
and Fee lands described as follows:

LEA COUNTY, NEW MEXICO
TOWNSHIP 9 SOUTH, RANGE 33 EAST, NMPM

Section 15: W/2 W/2

Section 16: All

Section 17: All

Section 20: E/2 and E/2 NW/4
Section 21: All

Section 22: W/2 W/2

Section 27: W/2 NW/4 ,
Section 28: N/2, SW/4, and W/2 SE/4
Section 29: E/2and E/2 W/2
Section 32: NE/4 and E/2 NW/4
Section 33: W/2 NW/4

(3) That said unit was subsequently expanded on Octobe.
30, 1967, to include therein the following-described lands
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(FLYING “‘M’’ SAN ANDRES (EXPANSION) UNIT - Cont’d.)

LEA COUNTY, NEW MEXICO
TOWNSHIP 9 SOUTH, RANGE 33 EAST, NMPM
Section 27: W/2 SW/4
Section 28: E/2 SE/4

(4) That the applicant, Coastal States Gas Producing Com-
pany, now seeks the expansion of said Flying ‘‘M’’ San Andres
Unit Area to include 879.48 additional acres, more or less,
of Federal, State, and Fee lands described as follows:

LEA COUNTY, NEW MEXICO
TOWNSHIP 9 SOUTH, RANGE 33 EAST, NMPM

Section 29: W/2 W/2

Section 32: W/2 NW/4

Section 33: NE/4, E/2 NW/4, and SE/4
Section 34: W/2 NW/4

TOWNSHIP 10 SOUTH, RANGE 33 EAST, NMPM
Section 4: NE/4

(5) That the proposed expansion of said Flying ‘“‘M” San
Andres Unit Area should promote the prevention of waste and
protection of correlative rights within the unit area as ex-
panded.

IT IS THEREFORE ORDERED:

(1) That the Flying ““M’’ San Andres Unit Agreement, as
amended to include the acreage described in Finding (4), above,
is hereby approved.

(2) That the plan contained in said unitagreement, as amend-
ed, for the development and operation of the unit area is hereby
approved in principle as a proper conservation measure;
provided, however, that notwithstanding any of the provisions
contained " in said unit agreement, as amended, this approval
shall not be considered as waiving or relinquishing, in any
manner, any right, duty, or obligation which is now, or may
hereafter be, vested in the Commission to supervise and con-
trol operations for the exploration and development of any
lands committed to the unit and production of oil or gas there-
from.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the amend-
ment to the unit agreement within 30 days after the effective
date thereof; that in the event of subsequent joinder by any
party or expansion or contraction of the unit area, the unit
operator shall file with the Commission within 30 days there-
after counterparts of the unit agreement reflecting the sub-
scription of those iaterests having joined or ratified.

(4) That this order shall become effective upon the approval
of the aforesaid amendment to the Flying ‘‘M’’ San Andres
Unit Agreement by the Commissioner of Public Lands for the
State of New Mexico and the Director of the United States
Geological Survey; that this order shall terminate ipso facto
upon the termination of said unit agreement; and that the last
unit operator shall notify the Commission immediately in writ-
ing of such termination.

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

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

SECTION V
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KEMNITZ-LOWER WOLFCAMP EAST UNIT
Lea County, New Mexico

Order No. R-4088, Approving the Kemnitz-Lower Wolfcamp
East Unit Agreement, Lea County, New Mexico, January 15, 1971.

Application of Pubco Petroleum Corporation for
Approval of the Kemnitz-Lower Wolfcamp East
Unit Agreement, Lea County, New Mexico.

CASE NO. 4483
Order No. R-4088

ORDER OF THE COMMISSION

BY THE COMMISSION: This cause came on for hearing at
9 a.m. on January 6, 1971, at Santa Fe, New Mexico, before
Examiner Daniel S. Nutter.

NOW, on this 15th day of January, 1971, the Commission, a
quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

(1) That due public notice having been given z:s required by
law, the Commission has jurisdiction of this cause and the sub-
ject matter thereof.

(2) That the applicant, Pubco Petroleum Corporation, seeks
approval of the Kemnitz-Lower Wolfcamp East Unit Agreement
covering 400 acres, more or less, of State lands described as
follows: .

LEA COUNTY, NEW MEXICO
TOWNSHIP 16 SOUTH, RANGE 34 EAST, NMI

Section 22: SW/4 and W/2 SE/4
Section 27: E/2 NW/4
Section 28: E/2 NE/4

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

IT IS THEREFORE ORDERED:
(1) That the Kemnitz-Lower Wolfcamp East Unit Agreement
is hereby approved.

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved
in principle as a proper conservation measure; provided, how-
ever, that notwithstanding any of the provisions contained in
said unit agreement, this approval shall not be considered as
waiving or relinquishing, in any manner, any right, duty, or
obligation which is now, or may hereafter be, vestied in the
Commission to supervise and control operations for the explora-
tion and development of any lands committed to the unit and pro-
duction of oil or gas therefrom.

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



R. W.Byram & Co., - Apr., 1989

(PLAYAS VALLEY UNIT AGREEMENT - Cont'd.)

IT IS THEREFORE ORDERED THAT:

(1) The Playas Valley Unit Agreement is hereby approved for
all oil and gas in any and all formations underlying 6120 acres,
more or less, of the followng described State lands in Hidalgo
County, New Mexico:

TOWNSHIP 26 SOUTH, RANGE 17 WEST, NMPM
Section 34: SW/4
Section 35: E/2

TOWNSHIP 27 SOUTH, RANGE 17 WEST, NMPM
Section 1: ALL

Section 2: N/2

Section 3: N/2

Section 4: All

Section 5: E/2 SE/4

Section 8: NE/4 NE/4 and §/2 NE/4

Section 9: N/2

Sections 12 and 13: All

Sections 23 through 25: All

(2) The NE/4 of Section 34, Township 26 South, Range 17
West, NMPM, Hidalgo County, New Mexico, which was originally
requested to be part of the subject unit, shall be omitted at this time
for lack of contiguity.

(3) The plan contained in said unit agreement for the develop-
ment and operation of the unit area is hereby aprroved in principle
as a proper conservation measure; provided Kowever, notwithstand-
ing any of the provisions contained in said unit agreement, the
approval shall not be considered as waiving or relinquishing, in
any manner, any right, duty or obligation which is now, or may
hereafter be, vested in the Division to supervise and control opera-
tions for the unit and production of oil and gas therefrom.

(4) The unit operator shall file with the Division an executed
original or executed counterpart of the unit agreement within 30
days after the effective date thereof; in the event of subsequent
joinder by any other party or expansion or contraction of the unit
area, the unit operator shall file with the Division, within 30 days
thereafter, counterparts of the unit agreement reflecting the sub-
scription of those interests having joined or ratified.

_ (5) All plans of development and operation, all unit participat-
mi areas and expansions or contractions of the unit area, shalfbe
submitted to the Director of the Qil Conservation Division for
approval.

(6) This order shall become effective upon the approval of said
unit agreement by the Commissioner of Public Lands for the State
of New Mexico; this order shall terminate ipso facto upon the ter-
mination of said unit agreement; and the last unit operator shall
notify the Division immediately in writing of such termination.

(7) Jurisdiction of this cause is retained for the entry of such
further orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year hereina-
bove designated.

SECTION V
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HALEY CHAVEROO SAN ANDRES UNIT
(Expansion)
Chaves County, New Mexico

Order No. R-8750-A, Approving Expansion of the Haley Chaveroo-San
Andres Unit, Chaves County, New Mexico, March 14, 1989.

Application of Murphy Operating Corporation for
Expansion of Unit Area, Chaves and Roosevelt
Counties, New Mexico.

CASE NO. 9589
Order No. R-8750-A

ORDER OF THE DIVISION

BY THE DIVISION: This cause came on for hearing at 8:15 a.m. on
March 1, 1989, at Santa Fe, New Mexico, before Examiner Victor T. Lyon.

NOW, on this 14th day of March, 1989, the Division Director, having
considered the testimony, the record and the recommendations of the
Examiner, and being fully advised in the premises,

FINDS THAT:
(1) Due public notice having been given as required by law, the
Division has jurisdiction of this cause and the subject matter thereof.

(2) Atthetimeof the hearing, Cases 9589 and 9590 were consolidated
for purposes of testimony.

(3) The applicant, Murphy ating Corporation, desires to expand
the Haley Chaveroo-San Andres Unit Area as approves - Division Order
No. R-8750 by including therein Tract 5 consisung of the NE/4 SE/4 and
SW/4 SW/4 of Section 3, Township 8 South, Range 33 East, Chaves
County, New Mexico, so that the expanded unit would be comprised of all
of Sections 33 and 34, Township 7 South, Range 33 East, Roosevelt
County, and all of Section 3, Township 8 South, Range 33 East, Chaves
County, New Mexico.

(4) Applicant provided notice to all owners in the present unit and has
severed joinders to the unit agreement and unii opcriitiiig agreement by all
owners 1n the tract being added and consent of zil owners in the original
unit area as provided in Section 4 of the unit agreement.

(5) The area comprising the original unit area as well as the lands
being added are State lands.

(6) Preliminary approval of the expansion of the unit area has been
given by the Director, Oil and Gas Division of the Office of the Commis-
sioner of Public Lands.
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(7) The proposed expansijon will prevent waste and protect correla-
tive rights, will tend to conserve oil and gas and should be approved.

(8) The terms of Division Order No. R-8750 should apply to the
expanded unit to the extent not inconsistent with this order.

IT IS THEREFORE ORDERED THAT:

(1) The Haley Chaveroo-San Andres Unit Area as agproved b§
Division Order No. R-8750 is heroil‘:,y exgvanded to include Tract No.
consisting of the NE/4 SE/4 and SW/4 SW/4 of Section 3, Township 8
South, Range 33 East, NMPM, Chaves County, New Mexico, so that the
unit area, as expanded, will be comprised of all of Sections 33 and 34,
Township 7 South, Range 33 East, Roosevelt County, New Mexico and all
;{f Section 3, Township 8 South, Range 33 East, Chaves County, New

exico.

(2) The expanded unit and unit area shall be subject to the terms and
requirements contained in Order No. R-8750 and shall become effective
as provided in the unit agreement.

(3) Jurisdiction of this cause is retained for the entry of such further
orders as the Division may deem necessary.

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

PRETTY BIRD UNIT
Chaves County, New Mexico

Order No. R-8894, Approving the Pretty Bird Unit Agreement, Chaves
County, New Mexico, March 22, 19861:

Application of Texmex Seven, Lid. for a Unit
Agreement, Chaves County, New Mexico.

CASE NO. 9620
Order No. R-8894

ORDER OF THE DIVISION

BY THE DIVISION: This cause came for hearing at 8:15 am. on
lg[arch 15, 1989, at Santa Fe, New Mexico, before Examiner Michael E.
togner.

NOW, on this 22nd day of March, 1989, the Division Director, having
considered the testimony, the record and the recommendations of the
Examiner, and being fully advised in the premises,

FINDS THAT:
1), Due public notice haying been given as required by law, the
Division has jurisdiction of this cause the subject matter thereof.

(2)_The applicant, Texmex Seven L., seeks approval of the Pretty
Bird Unit Agreement for all oil and gas in any and all formations
underlfvling those lands described in Exhibit **A” attached hereto and made
a part hereof.

SECTION V

R. W. Byram & Co,, - Apr., 1989

(3) No interested party appeared and objected to the proposed unit

area.

(4) All plans of development and operation, and creations, expan-
sions or contractions of geamoipating areas, OT eXpansions or contractions
of the \;rllit area should be submitted to the Director of the Division for
approval.

(5) Approval of the proposed unit agreement should promote the
prevention of waste and protection of correlative rights within the unit
area.

IT IS THEREFORE ORDERED THAT:

(1) ThePretty Bird Unit Agreement is hereby approved for all oil and
gas in any and all formations underlying those lands described in Exhibit
“A” attached hereto and made a part hereof.

(2) Theplancontained in said unit agreement for the development and
operation ofP the unit area is hereby approved in tginci le as a proper
conservation measure; provided however, notwithstanding any of the
provisions contained in said unit agreement, this approval shall not be
considered as waiving or relinquishing, in any manner, any right, duty or
obligation which is now, or may hereafter be, vested in the Division to
supervise and control operations for the unit and production of oil and gas
therefrom.

(3) The unit operator shall file with the Division an executed original
or executed counterpart of the unit agreement within 30 days after the
effective date thereof; in the event of subsequent joinder by a.nﬁ otherparg
or expansion or contraction of the unit area, the unitoperator shall file wi
the Division, within 30 days thereafter, counterparts of th:- - = r-~>ent
reflecting the subscription of those interests having jomncd or Taic ...

(4) All plans of development and operation, all unit participating
areas and expansions or contractions of the unit area, shall be submitted to
the Director of the Qil Conservation Division for approval.

(5) This order shall become effective upon the approval of said unit
agreement by the Commissioner of Public Lands for the State of New

exico and the Director of the priate agency of the United States
Department of the Interior; this shall terminate *::+~ {acty upon the
termination of said unit agreement; and the last unit operator shall notify

the Division immediately in writing of such termination.

(6) Jurisdiction of this cause is retained for the entry of such further
orders as the Division may deem necessary.

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

EXHIBIT “A”
CASE NO. 9620
ORDER NO. R-889%4
PRETTY BIRD UNIT AREA

TOWNSHIP 18 SOUTH, RANGE 17 EAST, NMPM
Sections 26 and 26: All
Sections 35 and 36: All

TOWNSHIP 18 SOUTH, RANGE 18 EAST, NMPM
Sections 31 and 32: All

TOWNSHIP 19 SOUTH, RANGE 17 EAST, NMPM
Section 1: All
Sections 12 and 13: All

TOWNSHIP 19 SOUTH, RANGE 18 EAST, NMPM
Sections 4 through 9: All

Sections 16 through 18: All

Section 19: Nf2

containing 11,782.54 acres, more or less, of State and Federal Lands in
Chaves County, New Mexico.
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Un1l CPERARING A\-F‘E".;-ix:;?f

OUTHEAST MALJANMAR GRAYBURG - SAN ANDRES UNIT

(]

MATJAMAR T E D

LEA CCUXNTY, IZW MEXICO

THIS ACREEMENT, entered into as of the 2nd day of May y

1966, by and between the parties who execuce or ratify this Agreement.

WIERRBAS, The parties hereto, as Working Interest O'.~rners,. have axecuted,
as of tl.'xe date hereof, that certzin Unlt Agreament for the development and
operaticn of theISouthéas’c Mal jamar Gray’ourg-San :Andres Tnit of the Maljamar.
Fleld, Lez County, New Mexleco, herelrafier referred to as "Uni% Agreement", -
and wnich, among other things, provides for a separate Agr ement o .'be nade
and enteraod into by and between Working Intevest Owners pertaining to the
development and operation of the Unit Area therein defined.

NOW, TEEREFORE, iIn consideration of the mutual agreements hereln set

Porth, it is5 agreed as follows:

ARTICIE 1

COMFIRMATION o UNTY AGRERMENT

1.1 ComPirmetion of Unit Asrecment. The Unit Agreement is hereby

ceniirmel aand incroporated hereln by reference and made a part of this Agree-

mans. The definitions in uhe Unit Agreament are adopted forr all purposes of

thiz Lgresment. 1In the svent of any conflict betwszen the Uanlt Agzresment and

-

ti iz Agresment, the Ualt Agreement shall trevail.

svm v

2.1 ﬁbchibi*’as. The fcllowing exbibi‘as are inccrporated he::éin by
réference. _
2.1.1 ‘Exhibits "A", "B", and "C" of the Unit Agreement are
incorpox-ated herein as Exhibits "A", "B", and "C" of thisz Agreement.
2.1.2 Exhibit "D" attached hereto, details the total percentage - -

of participaiion of each of the Working Interest Ovmers herein.



2.1.3 Zxhidit "Z" zttoched hereto, 15 the Accounting Procedure
oprvlicable to development and operation of the Unit Area. In the event of
conflict between this Agreement and Dxhivit "Z", this Agreement shall prevail.

2.1.%  Ehibit "I attached rereto, contains insurance provisions

applicable to the development and operaticon of the Unit Area.

AFTICLE 3

SUPERVISION OF OPERATIONS 3Y WORKING INTEREST OWMERS

3.1 Overall Supervizion. Working Interest Owners shall exerclise
oveial; supervision and control of all metters pertaining to the\development
end operation of the Unit Area pursuant to this Agreement and the Uait Agree-
ment. In the exercise of such power, each Working Interest Owner shall act
solely in its own behalf in the capzcity of an individual owner and not on
behalf of the owners as an entirety.

3.2 Pzrticular Powers and Duties. The matters to be passed upon

nd deciled by Working Interest Owners shall include, but not be limited to,

olizwing:

e
1)
H,

1

3.2.1 MNethod of Crperaticn. The kind, cheracter, zrnd method of

cperaticn, including’any type of pressure maintenance, secondary rscovery, or
oth&r recovery program to be employed.

3.2.2 . Drilli=nz of Wells. The drilling of any well <4thin the

Tnit Ar:zz elther for croduction of Unitized Substances, for use as _"jection

w2li, o» Zfor other purposes.

3.2.3 Well Workovers and Chenge of Status. The worikovezs,

recomplstion, repair, abandonment, or change of status of any well in tns
TUnit Ares or the use of any well for injection or other purposes. . .*

3.2.% EBxpenditures. Making of an expenditure on any single

rroject 1n excess of Ten Thousand Dollars ($lO OOO;OO), provided that apsroval
bty Jorkinz Interest Owners of the drilling, reworking, drilling deeper, cr pluggis
back of any well shall include approval of all necessary>expenditures,réquired

therefor and for comnWeting, testing, and equipping the same, including necessary

flow lines, separators, and lease tankage.




3.2.5 Disnosition of Imit Ecuipment. The selling or otherwise

[P

éisvosing of any major ten of surplus unit equipment, if the current list price
of nev eguipment gimil r thereto Lz Fifteen fundred Collars ($1,5C0.00) or more.

3.2.06 Avopearuice Befeore s Court or Remulatory Body. The desig-

rating of a representative to apnesr befcre any couri or regulatory body in
matiers pertalning to Unit Operatilons; provided, howevex, that the authorization
by Working Interest Owners of the desigration of any such representatives chall
not prevent any Working Interest Owner at its own expense from appearing in
person or Ifram designating another representative on 1ts own behals.

3.2.7 Avdits. The making'o; progzer audits of the acconnts
of Unit Operator pertaining to operations hereunder; provided that such audits
shall:

(2) not be conducted more than ohce each yeer or upon
the resicnetion or removal of Unit Operators;

(b) be made 2% the expense of 21l Working Interes: Owners
other than the Working Interest Owner designated as Unit Operator provided that
1 ¢ie Uait Cperator requests an audit be conducted, the Unit Onzrzvor shall
ghare in the cost of such audit.

-* (¢) be mede upon not less than thirty (30) days'
written notice to the Unit Operator.
3.2.8 Tnventories. .The taking of periocdic inventories under
the termz of Exhirit "B".

3.2.9 Technical S=zrvices. The authorizing of charges to tha

Joint account for services by consultants or Unit Operator's techn lcal nergonnel

not covered by the overhead chargas provided by Exhibit "E".

3.2.10 As nt to Comnibuees. The appointmernt oxr designation
of the purcoses of committess or subcommiitees necessary for the study of any

protlem in connection with Urnit Operaticns.

YA Y

3.2.13  %he removal of Unilt Operator and the selectica of a
3.2.12 The erlargement of the Uait Area.
3.2.13 The adjustment and readjustment of investments.
3.2.1% The terminatica of the Unit Agreement..

-2-



VMAKNER OF ZXISRCISTING SUPZRVISION

L,1 Desiznaticn of Revrezentatives. Each Working Interest Cwmer

shall advise Unit Operator in wrising the reames and addresses of its representa-
tive and alternate who are authorizeé to represent and bind 1t with respect to
Unit Operations. Such representative or alternate may be changed from time to
time by written notice to Unit Cparator. \

L.2 Meetines. All meetings of Working Interest Owners for the purpose
of considering and acting upon any matter pertaining Qo Unit Operations shali.;é
’calied py Unit Operator upon its own motion or at the reguest of 6ne or more
Working Intarest Owners having a totzl participating interest of not less tﬂan B
ten percent (10%). No meeting shall be celled on less then fourtesa (14) days'
written notice, with agenda Tfor the meeting attucked. The Wbrking interast
Owners attending such meeting shall not e prevented from emending items included
in the agenda or from deciding such smended items included in the agendé or from"’
deciding such amended ltem or from decliding other items presented &% such meeting.

Unit Operator shall ©te Cralrman of each meetingz.

L.3 Voting Prozedurs. Working Interest Owners shall azct upon and

deternine 21l matterd coning befere them as follows:

5.3.1 Voting Interests. In voiing on any metters each Working

Irmtzrest Cwnoer shall have a vobting ihterest equal to 1ts Phase IT Uoit Sarticlpati

.3.2 Vote Recuired -~ Generally. Unless otharirise sroviled herein

> In the Unit Agreement, all matters shail be decided by an ailirmetive vote of

at ez

4]

t cme (1) Working Intersst Cimer owning sixty-five percent (85%) or nore
voting iaterest; provided that, shouid aay one Working Interest Cwner heve more
than thi:ty-five percent (35%) voting interest, its negative vote, or failure to-
vote, siuzll nct serve to defeat a motion, and.31ch motion shall puss if apéroved"
by a majority interest unless such negative voting br non-voting Working Lnterest
Owner 1s supported by the vote of ome (1) or more Working Interest Owners having

a combined voting imterest of at least five-percent (5%).

. n -

4.3.3 Vote & Meeting by Non-Attending Working Interest Cwners.

Ary Workinz Interest Owner not represented at a2 meeting may vote by letier or



legram addrezsed vo the Caalrman of the meeting, provided such vote is recelved
‘srior to the submission of such item to vote. Such vote shall not be counted
1-ri"—u‘n respect to any ltem on the agenda which 1s znended at the meet'ng.

L.3.4 - Poll Votes. Working Interest Owners may vote on and
decide, by letter or telegram, zny matter submitted in writing to Working Interest

ection 4.2, within seven (7)

e}
»
O
N
O
W
O,
,—‘a
83
wn

Cwners, If no meeting 1z reguested, as
days after the proposal 15 sent tc Werking Interest Gmers. Urnit Operator will

glve prompt notice of the results of the voting to all Working Interest Owners

' ARTICLE 5
“NDIVIDUAL RIGETS AND PRIVILEGES OF WORKING INTEREST CinlX
5.1 Reservatlion of Rights. Working Interest Owners severally reserve

to themszlves all their rizhts, power, authority, and privileges, except as
otherrise expressly provided in this Agreeament and the Unis Agreemert.

5.2 Specific Rizhis. Izch Working Interest Owner shall rave, among

others, the following specific rights ard privileges:
5.2.1 Access to Unit Arsa. Acc Lo the Unit Arec at 231

rezzaaboe times Lo inspect the operations hereunder and all welils =nd a2cords
axi iats sertaining-fhereto.

5.2.2 Revorts by Racuest. The right to recelve frsz Un-e

Coerator, vpon written reguest, copies of all reports to any govermient..l
agenzy, eports of erude oil xuns and stocks, inventory reports, a=i all Sther

ézta persaining to Unit Operations. The zost of gachering and furnishing data

2o% ordirzarily furnished by Unit Operater to all Working Imterest Cwaer: shall

be c¢harged solely to Working Intersst Owmers requesting the sane.

ARTICLE 6

CAVN

UNTT OPERLTOR

6.1 Initial Unit Operator. Cities Service 0il Company is hereby

designated as Uni"c Operatcer -

6.2 Resicnation or Remcvel. Unit Operator may resign at any time.

Working Interest Owners may remove Jni’c Operator by the affirmative vote of at



-~ (

T A .
ppebivetaichv

Interest Cimers

S mm e+ FULIE DU,
least two 12) Working

of the voting interest cxcluding the voting interest of Unit

Cperztor. A Ualt Operator who cr is removed shall not be.weleased

-

frem 1ts oblizations hercunder

natlon or discharge unless a succeszor Uals

operations hereunder vrior to the expirztion of said period.

6.3 Selection of Successcr. Upon the resiznation or removal pf a
Unit Opexrzior, a successor Unit Ooerator shall be selected by Working Zaterest
Ovmerz, as provided in Article 8 of the Uait Agreement.
ARTICIZ 7 | '
POVERS AND DUTTES OF (RET OPZRATOR
T.i Execlusive Ri:ht.to.o-e:a:e Unit. Subject to the provisions of
his Agreement and to the order, directicns,

and limitations rightfully given

Operator shall kave the exclusive

=

cr izpozed by Working

. R X ~eN Y
least seventy-rive (75) porcent

for & pericd of six (8) monthas arter its resig-

Opezator shall have taken over the

izt and ve obligeted to conduct Unit Cperztions.
7.2 Workmenlike Conduvel. Unit Operator shall coxnduct Uaxit Cperations
ia 2 go2i and workmanlike manner and, in the absence of specilic lnstructions

Pz Working Inberes? Owners, shall have the

right and duty to conduet such

orzraslcns in the same manner as would a vrudent Overator under the sama or

similar sircmstances. Unlt Cparatol shall freely ccornsult with Working T

all mettars arising In comnecticn with such

operatlons which Unit Cperater, in tze exercise of iis best Judgzest, d

important. Unit Operatcr shall not be liable to Working Intersst Cwaer:- for

demzzes unless such damages result from the gross negligence or willfuil nis-

conduvet of

Unit Operator.

7.3 Liens and Eacumbrances. Unit Operator shall keep the laznds

terest

ccasiders .

r
in the Unlt Area free fraca all liens and& encumbrances cccasiozz

Cperaﬁions, except the ilen of Unlt Operator granted hereunder.

7.4 ggplozées. The number of employees used by Unit Operator in

conducting

shall be determined by Unit Operztor.

of Unit Operator.

Unit Operations, thelr selection, hours of labor, and compernsation

Such employees ch2ll be the employees



t
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zcords. Unit CpercTor chall keer true anu ccrract teois,

o - o P IS - P ot A A e 2 ~
azcecuants, cnd recoxds of Unit Cperation:s.
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Rznorts to Worlitue Totersss Crars. Uailt Operator shall furaish

to Werking Interest Owners varicalc reports of Unit Operations.

7.7 Rerorits o Covermmental futhorities. Unit Cperator shall make

all reports tn Covermmental authorities thet it has the duty to make as Unit
Operator.
7.8 Bagineerinz and Cediogiczl Information. Unit Ozerator shall

furnish to a Working Interest Cwmer, upon written reguest, a copy of the log

[

end othe.r engineering and geological data vertaining to wells driiled for
Unit Cperations.

7.9 Zxpenditures. Uait Operator is authorilzed to make singl

expenditures not In excess of Tex Thousand Dollars ($10,000.00) without prior
approval of Working Interest Owmers. If an emergendy oceurs, Unit Operator -
mey irmedistely meke or incur such expenditures as in its opinion are reguired

50 weal with the emergency. Unil Opesrator shall report to Working Interest

Cimers, s prompoly a5 dossible, the nsture of the emergency and e action

T7.10 WelXs Drill:d by Unit Coarator. AlY wells drilled dy Thait

Cparator shall be at the uswal rates prevailing In the area. Unit Opexztor
TRy Smpliny its o tooli and ecuizzént, but the charges therefor shell 2ot exceed

thz orevailing rate in the area, and the worx shall be performed by Urit Operator

wnlasr the zame terms and corditvicas as are usuzl In the area in coztrazss of

indepenisznt coniractors doing work of a similar nature. -

T.11 Settlements. Unit Operzator may setile any single damage claim

-

cr suit involving Unit Operations tut not imvolving an expendifure in ‘excess

<3

G

ienty-Five Fundred Dollars ($2,500.00) p.rovide.d the payment is in cciplete .
sevtlenent of such claim oxr suilt. If the amount équired for setileme=n: exceeds
the above speclfied amount, Working Interest Owners éhall assume and tai2 over
the furcher handling of the claim or suit unless such authority is expressly
delegated Lo Unit Operator. All costs and expense of_handling, settling,
or otherwize discherging such claim or sult shalla,be an item of Unii{ Evpense.

Iif a clain is'made 2gainst any VWorking Interest Owner or if any I-!orkiﬁg terest

L
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C.mer 1z susd cn account of any matier arising rrom Unit Operations and over

wnlelr sueh Woriking Interest Owner individually has no coavrol vecause of the

Yol ks
TEALs g

glven Working Inte

tha fel

Uait Agreement, the ©

-

Unit Operzter, and the cla
sult involving Uait Ozerat

- 8.1 A8 Valaoren

nxes.

Ualt Operator by this agresment and

rieing Invosast Smer oanll immediately rotify the
zim or suit shall be treated as any other claim or
ions.

ARDTICLE

TAXZS

Unit Overator shall, beginning in the first

calendar year, make and pi
and returns with the brope
covering &l real and pers

the Unit ifres and used in

le for ad valorem tax purposes all necessary renditioas

r taxingz suthcrities or goverrmental subdivisions

onal property of each Working Interest Owner within

connsciion wiih the development and operztion of the

with any assessment of its

Unit Are=. Arny Working Interest Cwner dizsatisiie

interzst in real or rerssonsl proverty shall have the right, at its ovm expense;
to proteszt and resist the same. All sucz wi valoren taxes Gue ané payable on
aczuznt of rezel z2nd personal propercy of each Working Interest Owmer located
witiin the Unit Areazrd uced in comnection with Unit Operstions shall ve paid
by Tait C;eratc:.for the joint acecount in the same manner zs other costi and
exzznzes of Ualt Operaticas; oroviding, rowever, any Working Inmterest O.er
roving an overrldiang royalty, oil paymen:, or similar burdsn on zis Intasrest in |
excess of the basic 1/8 royalty in any Tract shall be given credit on hi: assess
mert Jor the amount of assessment chargseble to such overridiang roy¢lty,—oil

cr similaxr

burden.

In oxder to ccmply with the foregoing D“OVia ion,

e2Cl Worﬁ-“g Interest Cwaer shall notify Unit Oper tor of such overriding royalty,

=
fo R oy

cll paymznt, or similar bux

8.2 Other Taxes.

to be paid all producticn,

impocpd UPon Or 0N accowis

E”o duction.

“d!‘ﬁ L]

-

Each Working Interest Owner ohall say or ca

5€

severance, getherling, and other teies and ass:zszaments

ioa or handling o its share of Unit

[

of the product



LATICLE 9
TU3URLICH

Operations subject to this Agresmeni.

9.1.1 saticn =

Yorkmen's Coumden

a5 requlred by the laws cf the State of Jew e
9.1.2 Such other .asurance s

ARTICLE 10

"1 4=

carry, with respect to Unit

nd Employer's Lisbility Insurance
xico.
set forth in Exhibit "FU.

. ' ADJUSTMINE OF TEVESIMENDS
10.1 Personal Property Taken Over.

“ﬁ.

-

Werking Interest Owners

Upon the effective date hereof,

Coerstor possessicn oFf the

follicwing:

10.1.1 VWellz and Cazing. All wells completed in the Unitized
Formesion, together with the casing therein and casing fittings through the
cacinghecd, |

10.1.2 ¥Yell and Lesse Eouinment. The tubing ia eack suci well,
together with the wellhead comnecticons thereon, and 2l otzer leszze ané operating
eguinment used In the' operatims of such wells which Working Interest Omiers
deternirz is recessary or desirable Tor :cndgct ing Unit Operetic:.

10.1.3 Records. A cdwy o all production andlwel' 2ecris

Woriking “aterest

i0.2 Invertory and FEvalustion of Persoxal Propertiv.
Oimexs shall, at Unilt Dxpensa, lnverntory controlledle matexd

falal

A

PAST Matzrial Ciassification X

norzally consldered no“—c01t¢ol‘aule, such as

a"“eed upon the

anu2l (Revisad 1960), except

Working Interest Owners, nay be included on the inventori

tem

S

theat certain 2
sucker rods, and other items as

s in

Lt

crder to insure a more equitable ad usumert of invesuments, and evaluate the
inventoried properties at an appraised value as determined by Working Interest

Ovrers except that casing

1.3 Investment Adj‘stment.

uch inventory and evaluation,

[§]

of

with the value of its Interest in al+ pe“”oraW

-

shall ve given no -value.

Upon approval of Working Intersst Owners

each VWcrking Interest Owner shall be credited

property, except well casing, so
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Toizen over oy Unll Ozerator under Suevicn 10.1.2, and cagrzed WiItL 4 &mowlt

ecus

to thot obtained dy muliinlyiaz the tosal velue of all such personzl propert

i-l

except well casing, so taken over oy Uniz Oserator under Section 10. such

+
o
o

<

Working Interest Ownar's Fhase I Unit Particizaticn. I the charge against
any Working Interest Cwmer is sreatcr thon tho amount eredited to such Working

Infe:‘-ast Cwmer, the resulting nev charge saall be pal
te treated as zny other item of Uait Exvense chargeable azainzt such Working
Interest Owmer. If the credit vo any Working Interest Owrer is greater ‘ghan

the amouant charged against such Working Interest Owner, the resutiing net cre.d.i.ﬁ
shall be reid to such Working Interest Cimer by Uait Operatorout of funds ‘repeived

by it 1In settlement of the net charges described above.

10.4 Ceneral Tacilities. The scquisition of warehouses, warshouse
>

stcek, leaze houses, camps, facility systems, and office buildings necessary for

operaticns hereunder shall be by ne

sotizevion by and between the ovmers thereof

o
<

and Talt Cperator, subject tc the approval of the Working Interess Cwmers. .

10.5 Cwmexrshiv of Personzl Protverdty and Faellities. Zack Working

-~

Ioterest Cimer, individually, shall by virtue hereof own an undivided irserest
1n 231 perzcnel rroperty and facllitlies taken over or cotherwise accuire é oy Unit
Coerstor pursuvant ta-this Agreement and equal to its Pnase 1T Unis Part:cipatiaa.

10.6 Adjustment for Non-Usable Wells. All wells delivered tc +he

Fiebthot Opera‘;frf- shell »e 1n usable, thysical ccnditicn to prcduce Ircm the Uniltized
Formeticon cn the effective date. If any such well 1s determined by the Working
Interest Cwmars to be in non-usable, physical conditvion, the cost of placing
such well In usable, p;qysmal cozditvion chall be charged to the Woriking Interasst
Cvwners owaing such well irmedlately prior to the effective date; providéed that,
any amouni In excess of Sixiy THousazd Dollars ($60,000.C0) will be cherzed to
all Working Tnterest Owners. All charges sha.il in 811 respects ve treat:d as

any cther Item of Unit Expense.

S aYA

ARTICLE 11

DEV DTO- VENT AND OPERATING COSTS

11.1 Basis of Cherrse to Workinn Inmterest Owrners. Unit Operafoxr

initially shell pay all Unit Expense. Each Working Interest Owzer sﬁall reim-

~10-
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surse Uit Crerovor for It saore of Urls HSipense. Zech Working Iotercct
PR | e o . JRRE N . - .e . P s - . e Yn -
smer's chare of Unit Iimense saoll be zame a3 its Undd Perticirpation during the

rhase in wnlcel such expense is fncurred. Tt i3 specirically agreed that all

chorgas relatin

co drillinms of wilitiorzli wells, to converslon of wells for

> o=

injecticn purooses, e2nlargement of Lift equizment, and construetion of water-
1lood plant and woterfleocd plant fzciliiiiesz skall be based on Fazse IT Unit
Particivation. All charges, creditz, and accountiﬁg Tor Unit Expense shall be in
accordsznce with Exhibit "E".

- o=,

-,

1.2 Budgets. Befors, or as soon as practical, after the effective

.

date hereol, Unit Operator shall prepare a budget of estimated Lﬂ;t Expenue Tor

the remzinder of the calerndar ye&r; ané cn or before the first day of eaqh Octébe:
therzafter, shall prepars such a dulgev for the ensuing calendar year. A budget
shall set foroh the estimated Unlt Ixpense by quarterly periods. DBudgets shali'
te estimates ornly, snd shall be adjusted or corre cted by Wbrking Interest Owners

and Uni. Operatcer whenever an adjustrert or correcticn is proper. A copy of each

burizet znd adjustald dudget shzll promptly ve furnished to each Woriing Interest

1i.3 Advance Billinz, Ualt Coerztor shall have the rizho et its

1Tlon To reguire Working Interest Cwnarz to advance their respeciive sroportions
cf zuch aztinmated costs and expenses by submitiing to Working te<est-:wners;
onx oo todore the fifteenti day of &fy moanth, an itemized esbimate 22 sush costs

and expences for the succeeding =menth, with a reguest for payzent la advzance.

Witrin 2iteen (15) days after recelpt tihereof, each Workirns Interest Ciner .
shall pey to Unit Operator 1ts zrosorticnate parc of sucb est*”’"e. ‘Adjust-

ments betwesn estimated and the actual iosts and expanses shall be made by Unit
Operztor at the close of each calendar month, and the accounts of. the Vorking
Interest Cwmers shall be adjusted accordingly. _

11.L Commingling of Funds. No funds reteived by Unit Operstor under

thiz Agreament need be segreazated by Unit Operator or main tainec by it 2z a
separate fund, but may be commingled with Ius o fux

11.5 Iien of Unit Operetor. Each Working Interest Owner grants to

Unit Operator a lien upoa.is UL and Cas rights in each Tract, its share of .
Uni%t Production when produced, znd 1ts interest in all Unit Equipment, as

11~
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seeurity Tor payment of Itz share or Ualt Ccosts and Dxpenses, oggtner wiltih insent
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thiroca at the vote or eight vercznt (835) per ammzi. Unit Opercier chall hove the

risat o bring suli to enforece collcctio::c: suen indedbtedness with or withous
zing foreclosure of the lien. i additica, uwpon éefault by any Voriking Inbteros
Crner in the payment of its share of Unit Iipense, Unit Operator shall zave the
rizat to collect Tram ths purchaser the drcceceeds from the szle of such Working

5 ~

Interest Owner's share of Unit Producticz wntil the amount cwed by such Working

Interest Cwner, plus inverest zs afcreszil, 2as bdeen pald. Each purchaser shall

be entitled to rely upon Uait Opsrater's wriitten statement concerning the amount

of any default. '

11.6 Unvzid Uit BEwoenss. IF any Working Interest Owner falls to pay

Hh
o
[}
&
i
;
g
ct

+35 share of Unit Eoense witain sixty (ou) days after reandition o
therefor by Unit Operator, each Working Interest Owner agrees, udcn recuest by
Unit Operzior, to 2ay its proportlenate part of the Unpaid share ¢l Unit Expenze
of the defaulting Working Interest Owner. The Working Interest Cimers that pey

the share of Unmit Expense of a dafauiting Working Interest Owner shzll e reim-

oursed by the Lait Cperator for the amcunt s0 paid, plus any interest cslliected

thereon, vzt receirpt by Unilt Operetor of any past dve amount colliectel Trem the

-

e 4

deraviting Werking Ifverest Owner. Any Working Interest Cwner so rayizz a de-

faulting Werliing Interest Owmer's share of Unit Expense shall be subrozzied to the
lien and rights herein grarnted Unit Cperztor.

11.7 Uncomxmitted Royzliy. Should an owner of a Royaliy “nbersst in

any tract Tall to become a party to the Uait Agreement, and, az & result thersof,

the zact 31 royalty intere:t vaymzuts with respect to such tract zre mor:.or less
than the royalty intereszt payments computed on the basis ¢l the Unisized Substarce
that arc -llccated “o. such tract under the Unlt Agreement, the diiferezce shall be
bor;e by cor inure to ihe benefit oi the Workiﬁg Interest Owners in prozosticm to
their respactlve Unit Farticipation; hdwever, the difference tc Te borzz by or inv
to “he beneit of Working Interezt Owners shall not exceed an amount corpited on t
ac13 of cane-elgath (;/8) of the difference;fetween the Unitized Subs‘=::$3 allcéﬁ
.“fé zhe trect and the Unitized Si-stances produced from the tract. Suck sljustment

shall be made by charges and credits to the joint account.

11.8 Rent2ls. The Working Interest Owner in each “ract shell a% its

e Ya)
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renval not less than thiriy (30) days voicr ©o the rentzl payment date. Unit

Oru"-bm ghall have the »igit, bus shall be wader no obliction whatever, €O

P2y any ané 211 such rentols on tak each such Workinz Interest Owner and

ny and all rentals so paid oy Unit Cpexctor shall be charged soliely to the
e

account of such Working Interest Cwaer. In the event the Vorking Interest

Ovmer irn ooy traces: fails to pay any rental required to conbinve 1is lease in

foroe as <o suen' tract, the terminztion of 3214 lease as to such ".:::a.ct snall be
considerad For all purpcses of this agreement and the Unit Agreenent to be a

failure of title to sa2id leasze for xe2asons other than Uni-‘c. Coerat

QPERLTICH O‘“ YOY-UNTDIZED FORMATIONS ‘ ’

12,1 Right to Overate in Non-Unitlized Formations. Any Working

Intarest Jiner uow having, or herzal

-v
d
17
o
[$¥]
(€]
£
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o
s
02
\»
ck
by
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- N N Dend P~ P

right to &rill Lo and
odace 011, gas, or gikner mirerals Irom cther than the Unitized Tommeticn skall

P PP e 1 . = ] 2, 2 ~-. mava o emte PR .- ]

nave the Toil right <0 o so notwitistanding this agresenent or the Talt izreement.

Iz exercising saild rigat, however, such Worxing Interest Cvmer shall exzreise

every relsonitle trecaviicn To prevent unrezsonable Interference witn crzrations
hereindzr, XNo Working ZaSerest Cimer shall nroduce Ualtlzed Substzzces through

any uel wall drilled coxr operated By 1t. I any Vorking Interest Grmer drills
ary suex w21l into or thrcugh the Unitized Formation, the Unitized Forzwiion

ghs1l be saced or otharwise protected in such a manner satisfactory to Working
Trieress Cwners so that the Uaitized Formation and the production of Unitized

- am

Substanzes will not be adversely affected. After the effective date herzof,

13

TalMS

()

P . ’
11s shall be dually completed in the Unit Arsaito permit production 52 oll
frem the Thitized Formetion and ancther Jormation or forrations within tx2 same
well bore, without vhe consent of all Working Interest Cwners.
ARTTCLE 13
TITIES

13.1 Warrantv and Indemmity. Each Working Interest Owmer represeats
12
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riedny intceress

3 i z ol s cwner oo Teszective worsing en
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cpposite itz nome in Zioit DY, ond heraty azroes to indamnlly cna o ld hoarm-
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lezz the othnr Workinz Interest Cwners fuon any 1o0ss duz to Tailure, in whole cor

in part, of itz title to any such Iuteress, excent Faiiure of title arising out
or operaticus hercundar; provided, nowever, that ouch indernity shall be limited
to an ziount equsl to the sale or receipt

Fal

o=

D)

PR

Ualt Procducition

Bach failure of title will be

N

is concerned, as of the first

finalily determined and there srzll
operatinz expenses, or rebroacitive
therelron, as a result of title

tre net value that has veen received frem

dzy of

hereunder o the interest as to which title failed.

deemed to be erffective, insofar as thils Agresment

the calendzr» month in wh;ch suen fallure is

be no retroactive adjustment of development and

zlloccticon of Unitized Substances or the proceec

i3.2 Fallure Zescause of Unit Ocverations. The failure of title to any
worxzing interest in amy tract by rezson of Unit Operations, including ncaproductior
froem such tract, shall be treated as a joint loss of title oy all Worki.z Interest

Cimers ani be shared in droporticn To their respective Unit Participsticn Percenta;
and thers shall be zno re~adjusuiment in Working Interest Cwmers Unit Partvicipation
by weason ¢f such Tailure.,

1h

AND SUITS

duties, obligations, ané lia=iliities

ol VWerking Interest Cwners shall be several and not joint or colleciive; and

da

notaing coxta

ined

kird oint venture
J >

a

Ovmers,

nerein shall ever be coastrued as cleating a pe

ronersnip of any

or an assoclation or trust between or among Working Interest

Y A I

ARTICLE 15

INTERIATL, REVENUE PROVISICXS

15.1

Intern2]l Revenue Provisions: Notwithstanding any provisions herei:

-

- that the rights and liabilities of

or collective, or that thils Agreem

if

Hy

consuitute a partnerchip,

or rFederal Inccme Tax purposes

the partiles hereunder are several and not joint

-~ aade
enye

and the operztions hereunder shall rot

9,
th

1s Agreement and

~1h
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ThLE OZINIDLONI LOUIUNCSr Ore Tefaiiild &3 o opartnarshliz, thon eacn O Uh@ nalvield
~erauo neredy slects Vo te extludnd Trem wh: opdlication of ali of the provisions
o Subchapter i, Chopter 1, SWiiils &, of tha Iaternzl Revenue Codw of 1954,

as permitiad and avincrizzd oy Szetion 751 of i¢ Cecde and toy remulotion promul-

N

of each ¢ <the parties hereto such evi

cne

[}

by the Secretary of the Treasury of the Unit

Revenve Serwvice, iIncluding specif
returns, statements, and the datz reouired by Federal Regulatil

this election &s
ed States or the

Piczlly, but not by way of limitebtion, all o

execute on behald

nay be required

-

Tederal Internal

the

ons 1.761-1 (a).

Should tXere be any requirement that each party hereto further evidence this elect:

each pyarty hereto agrees to execute such docunmen

as ray te reguired vy the Federzl Internal Revenus

T Al

to evidence this election. ZIect

D

notices c» tazke any other actica

any sresent or future income tax lsws of the
coverad oy this Agreement is located, or
Stvates, convailn, or shall thereait

rzoter K, Chapter 1, Subsitle 4,

mmder wzich an e+ec:*on » to Ghat

K is =eimitied, each of the parcles nersto hereby i
to make sucnh election as may te rermitteld Dy such laws.

Service or
oy hereto further agrees nos

inconsisztent with the election maée he”eby.

the Internsal Revenue Caicz

2Xes such eleciic

+s ané furnish suca other evidence.

as ney be necessary

o

)

glve any

If

state or states 1n vwaica the propert&
any future 1lncome tax law of tae Unit ed

er cornizin, provisions similar tc those contailne:

of 1954,

orovided by Section 761 of saié Subchapter

1 Cr agrees
In meking thils <iection,
ived Ty airm Zram the-

<t the computa~

eacn of the carvies hereto neredby states that the inccme der
operaticos under this Agreenent can ve zdequately determired with
tion of T&Ttﬁe‘SﬂiD taxable incore.
ARTICLE 16
NOTICE .
Ld
T .
16.1 NCU es. All notices required heremnder shall be in writing and

sh2il be deered to have been prope

LRI

the address of the.representa**ve of each Wonc...;.o

to Unit Opera tor in accordsnce with Artic‘e L hereof.

-15-

rly served when sent by mail or telegran to

Interest Owrer as furnished
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17.1 Withdvewzl. No Woriking ITiierest Cwmerssiall reledSe Or surrengeX

any interest swbject hereto. IZach Working Intares: Cwner desiring to withdrow

fe)

from this Agreement and the Unilt Lgreement, choll nstify all other Worlking Intercest

4y e

O/mer3 in writing of such Workins Izterest Cwmer's election to withdraw, and each
Working Interest Cwner shall, within fificen (15) days, elect aad notify in writing

Y.——.—

the Working Interest Owner desiring to witadraw whether it will succeed to the

interest of the Working Interest Owner giving notice € its desire to withdraw.
If one (1) cr more Working Interest Cwner:s desire.to succeed to sucnh interest,
he Working Interest Owner desiring +to withiraw sh2ll assigr such interest to those

Working Interest Owners desiring o succzed thereto in the propcrilca that their

respective Frase II Uanlt Particivation tears to the aggregate of <he Prase II Unit

Parsicipation of all Working Interest Owners desiring to.succeed ihereto, and Unit
Opaxrstor shall, upon receipt of a certifled copy of the instrumens :aking such
assigmment, revise Exhibit "D" accordingly; provided, that upon delivery of said
tranzier

18-

, essigrment or conveyancs, the assignees, in the rztic of the respective

leaterests 30 acquired, skall pay t©o the =ssignor for its rest iz ali joint ly

b

cvnel eguirment, casing, and other jersonal property the falr salvaze velue thereof
as estimcted and fixed by Working Interest Cwners in accordance with Ex:ioit "E".
the trénsier, the withérawing Workinz Interest Owner
21l be »elieved frcm all furither chlizitions end 1iabi1ity hereunder sxzd under.
the Talt fzgreement, and the rights of such Vorking Interest Cvn » nerevrnier and

P AbY

thz Unit Agrezment shall cease insofar a3 They existed by virtue of the aterest
L] .

L = P |
trenzferrad.

ABANDONMEET COF WEILS X

18.1 Rights of Former Cwners. If Working Interest Owmers decide to

permznently abarndon any well within the Unit Area prior to terminaticn of the
Unit Agreement, Unit Operator shell glve writien notice of such fact to t:e Workin:
Interest Owrnzrs of the tract on which such well is located and said Workirg Inters.

Owvners shall have the right and cuiion for a period of ninety . (90) days after

~16-



A 13¢ o fuch nofice €O astily Uaic olerociy o taolr clectiongd Lile over ona
cun oaid well and to deesen or siug bock waii wall oo o Iormatisa ool oThita oac
Uaitized Tormaticn, Wichin zon (L) oo ecior ool Woridiag Interast Cwaers have
nosilied Unit Operater of :hciv desive oo bo.s over suel well, thoy shaiy poy

to Unit Oserctor, for cradic to the joicc acccenc of the Working Interest Owners,
ti. .aouat as estimcted and fined by Werking lacerest Owners to be the net salvage
vaiuve of the equirsment in &nd on saz. weil excluﬂlng caaing. At the same time

the Working Interest Cwners toking over the well shall agree by letcer addressed

to Uanit Operater to effaectively scal off and protect tie Unitized Formztion, and e

at such time as the.well is ready for abandeament, to plug and abandoa the well

4 I3 . . r -
in a worknan e manner in azccordance with z2policable-laws,

18.2 Pluzeinc. In the event che Working Interest Owaers of a2 Tracet

O3

do not elect to teke over a well located therzoan which is proposed for zbandonment,
Unit Onerater shall pluz and azbandon the weil in accordance with applicidle laws

and reguiations, and che joint account of the Working Intarest Owners cradized

with any net salvage realized.

T AT AT ™, (i} STINS

FroeCTIVE watE AND TZRM .
Ta o~ o gy - - = ~i A - e PPN 3 = < - <
13,1 Effective Date, This Agrsement cneil beccme effective on cae dace

19,2 Term. This Agreement shail contiance in full force and elffzct go
leong a=z che Uit Agrezment remains Ia force and eififect and theresaftezr unril 2il

rticie 20 hrereof, and all perscmal and rezl »roperty

et em e = e o b - 1. 3 X . 3 -~
Jorking Intarest Cwnars has been di:pcsed oF

acquircd for the joint acceount o
by Uait Cperator in accordance with iIastruciicns of Working Interest Cwansrs and

there has becn a final accounting.

L N A By

ABANDONMENT SF OPERATIONS

Upon terminaticn of the Unit Agreement, the follcuing

20.1

will occu

-1 7 =
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ceparzie Troct zhall no longer be adiserad by this aAgreaemanc, and tacrealter the
[ R N N P PRV lem e memmaa men S mea . e Al a leszes Ampn ata
SOTCICE ghlLa B2 JZOVEINQU Oy L02 L2¥ms and =srovizizocns of tha leases, congracts,
PR c“u1, fantryma ants nc‘cch;ap e m s ea A  eiia- PPN
- aald bas'wa -—bin ARG o R L ._-4,_...._.._~. [ R e
g o~ - il cm e v caien on re "% mm = - on -vm - 2
20.1.2 Rieht to Crowcc:, Workin Zacarast Cwasr: of any such
Tract desiring to take ovar and cons 0 o _vzte a well -+ wzils lceatad
fofed c&saiTing 0 CTaxkE& OVIIr &and Clatiiul O Jo.Téete a weadi 2 Woaldd & aLc
- PR - 2 ) . £ o - 3 -
theroca may do so by payiny Unit Operater, for the credit to the  jcint account,

the rei salvage valuc of eguipmanc exzluding casizng in and on the well and by
agreeing to properly »lug the well a: such time az it is abandoned.

. 20.1.3" Salvaainz Welis. Witch respect to all wells not tiken over
by Working Intercst Cwners, Uni:t Operzter shzil z: che joint expense of Workin
Intzrest Owners salvage @z much of he casing and equipmént in or on such wells
as can aconcmically and rezsonadly be salvaged and shall cause the same to be
proparly plugzed and ebzndonad, '

20.1.4 Cost of Szivaging, Working Interest Cwners shail share the
cost of salvzging, iiguidarion, or sther diztributiocn of assets and prcsarti

used in the develcomear and oopareticn of the Unif ALrez in proporticn te zheis .
resgective Zhase II Unit Zorticinecion,
~) '
ARTICLE zt V
COUNTEIS AT T lUTaily
2.1 or Ratificatl ons, Thiz Agrze-
ment moy be ivacutad in any newlor of counterseris and each counterpart so exacuted

shz1i Tova the same foree and effzer zs zn ooizinzi instrument and as 1T all of
. . 2 . - . .
- the pz=ui:s to the aggregate ccunterparts had signed the same instriment; or may

-be racified by s.3arat

&

-such vatificztica shall hav

of zdcscing by veference al
21.2 Recordionz, T
of Tezdz of 1.1 County, Sta

ein

whar recording 1s requir

coty the sisna

e instrum

2nt in writing referring to this Azreszmaent., Each

e oi an executed couaterpart and

1

or recording purposes, in the offica of the Regis-ur
te of New Mexico, cr-in any other govarnmzatal ciiice

d to include in one

[(]

“a.



22.1 Federal Pewer Covmi-sion.  Tain fgreenment chall not be censtrucd

to drovid: that any narty iz ocllgcved Lo radreseat any cbaer rarvy hersto vefore
the Federal Power Commicsion.

22.2 Sucecessers and Assirms.  The term and provisicns hereol shall be

covenants running with the lands and unitized leases covered heredy arnd shall be
binding upon andé Imure 10 the benelit of nhe respective helrs, sugcessors, and
assigns of .. : marvies hereto.

IN WITNESS WHERZ0F, the zarcles nereto have executed this Agreement upon

the respective dates indicateld curosite trnsir respective signatures.

ATTRESD: CT2TZ8 SZRVICE OIL COMPARY

-
s .

LJ

o=

A T

SEELL OIL COMZPANY

TR

-19-
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Dalinitions

*Joiat ”'opcruy shail mean the real and jersonal
cecure” is cttached.

“Joint Cperations” shall mean all operations nccessary of pocper for the developmiont, operation, protaction and
maintenance of the Joint Proporiy.

“Opcrator” shall iwcan the party designated 10 corduct the Joint Operztiions.
“Non-Operators” shall mean the ﬂororeratma pasiics, witciher one or more.
T ! its aceruing because of <ze Joint Operations

SSopeTY 2aDiast to ihe agreemeont 1o wirich this “Accounting Pro-

o

Joint Account” shall mean the account showing the charzzs oad eredi

and which are to be shared by the Purties. e

*“Parties” shall mean Ogerator and Non- Opc*ator. s

“Material” shall mean personal property, equl'). 1w i or held for use on th2 Joint Propcrty

“Controllable Material” shall mean material which is ied in the Material Classification Manual

as mest recently recommended by the Council .>f Petrolowm Accountants Societies of North SAmerica.

Conflict with Agreement Lo

In the event of a conflict between the provisiors of this Acccunting Procedu.2 and the provis‘ons of the agree-

ment to which this Accounting Procedure is attached, e p‘ iszcms of the zgreement shail control

Colicctive Action by Non-Onerators

Where an agreement or other acticn of Non-Operators is expressly required under :his Acccunting Procedure

and if the agreement to which this Accounting Procodure is aitzched contains no contrsry provisions in regard

therecto, the agreement or action of a majority in interest of the Non-Operators shail k2 conirelling on all Non-

Operators. : )
tatements and Billings

Operator shall bill Non-Ogerators on or before the last day of each menth for their proportionais share of costs and

expenses, for the preceding month. Such bills wiil be accsmpanied by statements reflecting ithe total charges .

and credits as set forth under Subparagraph.......b. ...
A. Statement in detail of all charges and credits to me Joint Account.
B. Statement of all charges and credits to the Joint Accov..:, summarized by appropmate classilicaticns indicative

of the nature thereof,
C. Statement of all charges and cradits to the Joint Account summarized by appropriate classifizatic:z indicative

of the nature thercoi, except that items of Controliablie Material and unusual cnarges and credizs shat: te detailed.

Payment and Advances by Non-Operctoss .
Each Non-Operator 521l pay its proportion of a]l such bills wiikin fiffoen (15) wuys after roceiz: thersci. If pay-
ment is not made within such time, the unpaic balance saoic toor i at the rate of :.‘_‘:.::m__...-;:‘.:‘.‘}ﬁ per
annurm until paid. » eizht zar cenz (S%)
Adjustments -

Payment of any zuch pills shall not prejudice the rigat of
thereof; providec however, all bills and statements rendercd io Non-Operztors by Oscrator during .y calendar
yeor shall conc.usively be presun‘cd to be true and ccrrect aller twenty-four (2:2) monilis Jollowing tiie ond of any
such calendar veor, unless within the sz2id tweniy-izur (24) month period a Nor-Coarator tzkas woitian excep-
tiox thereto and makes claim on Operator for ac JL...u..ent No ‘.o,usan'*nt favorciie to Operuior sh... be made
unless it is macde within the same prescribed period. The srovisions of this paragr:':h s‘qa not previat adjust-

f eny Non-Cperatois to proiest or guesuoa th: sorrectness

ments resulting from a physieal inventory of t"ne Joint Property as provided for in Seciicn Vil

Audits

A Norn-Operator, upon notice in writing ¢ Opers..  and all ctier Non-Operators,

Operator's acccunts and records r lau”;‘ . sunting hereunder for any calendas
(24) montha pc"‘o4 followinz thic ond o suca c:l:z:c;'- year; - vided however, the =
tend the iirac oo the taking of wriltten excaption o and thor saiustment of accounts s
6 of this Scctic: I. Where there are two or racre Non-Opuraiors, the Non- Opcr“tom

effort to conduct joint or simultancous audits in z rmanner wiich will result in a mi
the Operator.

ove Lae rist to audit
v/it5in the iwenty-four
RN :.udxt ml not ex-
vicia for i: Qaragraph
..;1 malce ever. rcasonable
aimum of ineol2nience to

e nod

...

II. DInIoT BAE B Re Al .
PPV -_.-.\-\Z...w N

Lo . . . -

Subject ¢ jwsitaticns hercinafier prescribed, Cperator sizil charge ine Joint Account with tha fo.-.. “ing xtcms

Rentals znd Toyaltics — .

Delay or other rentals and royaitics when suen tentals and royalties are:paid by Operator icr the Juint Account

of the Parties. . =

Labor

A. Szlarics and wages »f Gporator’s employees dx:ectly engaged on the Joint Property in the coadec. :f the Joiat
Ope.at.ona exciicing, hcwevu;, eagineers, geologists ..1d ot“e. technical employces, weatier ex :.oyed by
Ogcraior or a contractor.””

B. Operutor’s cost of holiday, vacatwn, sickness and disability oeneﬁ.s and other customary ..llovanc“ said to the

ces whose salaries ara wiayes are crnargeable to the Joint Account under Paragraph 2.4 of t~.s Section I

and Paragraph 1 of Section IIi; uxcept that in the case of those employees only a pro rata zort

salaries and wages are chargoen to the Joint Account undzr Par;graph 1 of Section 111, not more t..za the same
pro rata purtion of the benefits and al!cwunvs nercin provided for shall be charged to tii2 Jeiat Avcount. Cost
under this 2aragraph 2B may oo charged on a “when and as pald basis” or by “percentaze :ssess.:'ent" on the
amouat of salarics and wa ges chargeable to ‘Lhe Joint Account under Paragraph 24A of this Scction =7 and Para-
grapi 1 of Scection III I percentage assessi.ziat is used, tie rate gnall be based on the Operater's cos: axperienca,

C. Zxpenditures or contributions moz pursuant to assessiaents imposed by governmental autharity which are ap-
p]ic’.bli. to Operator’s labor oo of saiaries and wages chargeable to the Joint Account under Pa:a;,rraphs 2A
and 28 of this. Section II and Paragraph 1 of Section III.

D. Reasonadle nersonal cxpcwscs of those em3s!s: ces w‘xoqu salzries and wages are chargeable to the Joint Account
under Paragragh 2A of this Section IT and foi which expenses the employces sre reimbursed una.;' Operator's
usual practica. )

.
\

of whose -
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Subject to the furthecr »rovisions of this Seciion IV, CToaerater v

a
¢ i Lructior of “ao sxe wall rates as provided

under aither ?:.r.:g:.:- n .2 or Parczr

A. Charges for driliing wells s'.a-h I rrainate on the date the dri!ling c
comple tx:m Tig is released, whicl shall & macde duringz the suspension ¢

—~a
pea 03
[ 0's]

drilling operations for {iftcan
B. Thae m:.:us of wells chzli ba as

- aa

re,
]

—
—

(1) Producing zas wells, injection sundly wells utilizes for water floodi
overaticnis and salt water disposal wall sz:; : cir‘.g "/-.-:..

(2) Wells ne.manently shut down bu o vl 1 o2 dropped from the
well schadule a2t the t'.me the am aroz shall-be made

at the oroducing well rates,

(3) Wells beinz 3.ugged :; e, dritled Qe
tyse of workover that reguire: the us
wells.

(4) Temporarily shut-down wells, wiieh z2r2 not praduce. worked Lpyon fora'perfod of & full ealen

zT, esnvertcd fo i sourca o. innut weli, or whick are undergoing any

- Jant T 14 - o - o2 $313an F
ci o &xilling or workover rtig ‘chell ba considarad ;ne same as drillin{

i nov o counted in -

n
'c'.
]
b,
o

determining the charges hereinser for such month if said wells coatribute allowable produc:io1 that is astuudly pmau.‘cd during
such month from one or more other Unit wells as = risuly of alls vabic transier, inclusion in a unit aliswadle eo athues circumstances,

but the total shut-in well count shzll te limitad o tad minimum number of shut-in wells neceasary to provids tae contzibuted allows

able actually produced during such month,
(5) Gas wells shall b2 includzd in the well
though temporarily shus in due to cve
(6) Wells compieted in muiiinle herizons, L; :
sidered as a producing well for each senpsar
C. The well ratzs shali appiy ts thetotzl anbc- :‘
thiz Accounting Precedura is citached, :
o

directly ceaza -te' to 2 permiii: salés outlet ever,

ion or Izilura of purchasar to take the ..._.,w...l roduction.,

arscuction is .at éommmingled dewn Lola shall be con-

y prc:'.x.c::: 3 ncrizon.

-alls Leinz érilled or opszrated under tnz ogreerzent to which
dingivi C.d...l 1@as2s.

a
o8

D. The well rates shall k2 adiusiad on the fir of April of ezl vear followinz the effeciivae dat: of the agree-
raznt to which this Accouniiing Precesur cncned. The adjustment shzll ba co. '3y r.adiplying tac
rzie currenily in use J" thz nereanasge 2 tae :;v\.*""n weak s 3§ Cr.ca Petroleum
and Cas Preducticn Workers Zor taz 2omnnnrad o the ding onlendos 'ea: =3 shown by

rZamn & p..-..;..ed oy t}ze

£ JLI8s currantly

ARE ]
(5]
xd
[£]
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2]
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w
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f
1
H
4
o
et
:
D

gy I

Ry 1 sozter Jlascsal facili-
tics, and TEo i, 3 .._.\,ra...;::s, Opsratos
in rasn 2oand 4 of this

2 Jmavive Ov;:mac
Se tien I, shzll chzrve vha Joiat Lccount
A, 'Eot:.;

<
[P
= *o?-'l 203

I2E83 :...a.'.'l i,..‘u,uv\., ..3 cac rIie
2 PRI -~ Py
out less t.... .,‘Oa,wu, ____:_9,— oI to%a cezt,

- .
o" *'.‘.c::-.-, 2

betn

C. Total cost ox

o LT‘G :\.\ of ..zl cost.
Tatal cost shall: o =

e cc.zonent parts

of 2 sinzl2p 1 cg.:.
The speciiicra time by mauua: sgresment between
the Periies bt T v, )

R RS I e v s e
[VRETRY S R ) -

wrocure ail-baterial aud zervice: “or iz Joint Prop-

\
a1
erty. At the Croraiz’s option, Nen-Operater smay zusply Lialerial or services for the Joint Prszarty.

1.

2.

* Matarial

iz
A, New dizecricl (Condi‘:ian "‘:‘—.”)
1

Purchacses -

k)
counts aciuzily receivad.

s L P ST, 5 -
Bztarial fuus from- Oserator’s VWarslctse o Cllior Projertics

(1) Tusaiar jcods, two inch (27) and over,'shsili te zrized on i. e. Younzsiown, Ohio; Lorain,
a.... Z..\L* :na IZarbor, Indicna) on a ralnlzu carle c.t cate of a..ove.__;_. and £ o. b.
¥ ceelving point nearect in2 Joint Prsperty, ragardl g Y. In equai. I hatilng charges,

. 5o is pe;mxttcd to inciu en cents (10¢) war hundric~weizas on ail tubular seods suraished frork
L.oCizs in liew of loadin: and unlcading costs sustaisad,

(2) Othar Masterial shall be n*-cc:‘. 21 tha current replacoment cost of tha zimne kind of }.'.:‘.‘-.--1 effactive at date
of rmovement and 1. o. b thas sicre or railway roceiving poin: wzarest the Joims sooerty where
Matorial ¢f th2 same ing i sle. :

(3) Tac Joint ecount stall net o credited with cash discounts applicabis o prises providsd for in this Para-
‘granh 2 ¢f Section IV, ) )

B. Usac Miatarizl {Conditicn “3" zand “C”)

(1) .iawerial in scund and sorviceasle corditicn and suitable for reuse without reconditicning, shzll be classified
as Cendivion 5" aad priced = ive por cent (V84 ) of the curreat price of new Materiil

(2) 3faterizl whicn cinnet Le lition "2 but which,

(a) Alter roeonditioning will urther vervicesble for original function as jeco .:condzaad Material

(&) Is servicaably lor criginal flaction 1able for racordiiiiiing, shall ke clossifi-
ed oz Jonditisn “C oand priced at s a\ 2
(3% Clasless| L.icmiglor Z'-.Eaterial “which cannon o r ca “CP saail Sa aricac
% 2 YoDiue oommleRSUrate will its usa. Lotern: o for its cori g;nhl surpose cus 1sabia for
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LA Ll
sroviied, altonotdies in welldn)
No \-\, ATLLOTS or sueh alalerial. oo oo
Later reosiving notice it

i accepiable to Operator.

Y RO
PEDAN 4 T
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£aNG i or

ol Slateriag JSur ..-J by -L':‘C:...&.. ’ ’ 4
Orerator oo not warcant the Matecial furnisacd, Ta cuse of defective Mlatecial, ercdit siiall not Le passed to ..
cJoint Acccunt uniil adiusiment os been rocoivad by Coerner v ;0 msausscturers or thelr agents,
Zeusouwent and Fociliilss Furnlsheod by Ooerntar
A. Grerator shall charme the Joint Account for ., ; mm fu sad Sneilitics at rates commeansurite with co:;t
ownersnip and & cratlon, Such raies chall inciude zowe of muiat ienance, repuirs, othes oporaiiag expenss, L.
surLnce, taxes, doenresiation and interest on inve b‘,“.~.lu, 1 o. \C c.-.c.....d 3ik por cent \u‘;n) 20r annum, nrov.;..
such rates 2l not exceced thosa currantly , o immediate area within which the Joint Property
Jocated. Rutes for zutomotive equipment shall ﬂr.,.';.'; : .'x line with the schadule of rates adented b}' i
Petroicum Moter T.‘;;n““ rt Asseciution, or sc.me of ;‘;.:-3; & oryanization, as recommeded uniform charg
. agzlast Joint Proseriy operations, Ruces for nzorn .;:;.' soowices shall not exeead those currently prewoiling
periormed by cuside savvice aboraiories. Saes D0 ;, weetors and weil service uaits may include we;

and expenses of oscrator.
B. Whenever requasiea, Operater saall inle..
C. Rates shall be rovisad ond adiuzted frem

“lan-0; SLTLIOTE 1A ..\.v....c\. ol the rotes it proposes to charzes <.
o found 10 be aithor Q}CC\,SaIVC or insuf ucient.

Ty a e A e Py A
< 53, O LIrITTIAL

LR IPASORIFCS PR X .
Operator iy Huschase, » > 5o obligaiion to -)""cna:e, inverest cf Non-Operators in surplus Condl
“A" or “B" ‘«' aterinl. The di it 3 28 Controzluole Material, not ¢

rehased o Operatcr, snall be sx_bjc\

to agreement beiwoen Onarator 3 i sneraioss, wcovided Cohorater saall Cisnese of normaal aceumulations of ‘jun

and serap Matericl eiifher by transfer oo saie Sroan e Join: Frooerty.

2.

Dlaterinl 2urcansed By 2 Ouorn
Matorizl pusoiarad by clther o
for tha monia in which the Liateri

Division in -~

523 shall be credied Ly tae Ozaorator to the Joint &  ceoun
r\ "

‘.

Division of Lizterial in xin Foaiade Tely zerater aad Non-Operators, shail ke S:ostion to.the respectiv
interesis-in such Materici. Thoe Partles wili (nirauz snorzed i.mvmu“u/ wiia une volne of the Material re

i crodits sh ine Coporater in the monthly statement ol operations.

vz el < “he Joint Prey snail e cred it d oy Operator to the Jalat Account at the n:
amo;:‘_ co-..-c:cd oy Opcra’tor irom vendee. : related to such sale skall o2 charged back to ta
Joint Lccoun: if and when paid b y Operator.
VI ZASIE o7 ':Z‘.ICII ?.Ir‘_’i‘liil’..-’.L *:‘1.’_1\’%?:_-‘:22 PO .O I JOINT ACSIUHT
d ilne Nea e.nc:m’.;... ¢ Sbvided in kind, wvnless othervy.:e agreed {o betwea:
3 ¢ ; iz

[CPERR I | < -
aw usad in this Saction

Now Jiaterial in Section IV,

sonarny sub never used, ot one hundrec
v pricz (plus sole

rZondition “B7),

o

. A5 new, or
~: Account a.

. :e:ia; v/as o"xg. naily c::::r:j,cc‘-. 10 ik

_h..;'.c i sevemy-nvc .areen

..
Rty ekt

rdition “C7”), ot ity per cent (89 /c,) sf curront new price, being used .. ..arial whaich:
:nd serviceatle condition tut guileable lor reuce citer roconditioning, oo -
orizinal funclicn dut not sultaxliz for reconcli‘iioning. '

“7), no longer suitadle for its originzgl nurzese without ¢ usable fo:
ELIma 0 02F LrSOS2 v & Brice comparadle with that of ftems normelly used for suen ol :
- B Jommotilerxl:il
Jurlz (. _.lerill {Condiiion “E"), being obsolc’.'g and gerap Material, at prevailing prices. .
A axily Jiod Material : e
. : 182 of Matc..‘.A ;s inaporary and u ..--v e to tne Joint Property does not justify tue redusiion in price o:
proviicd z‘o- s soction VI, sush A'.’:.‘.:r: 1 siaall be priced on a basis that wiii leav: a net charze
- to::zJeint L. "‘Cl..nt cUnszs'.:nt wiiir the va lz.e ¢l the service readered. .
7. INVENCCZISS :
-The Gz._cior ¢hiii maintain Qetailed records of M:.c-*r" generuily coasicercd controllable by the Indussry.
1. Pariclle Inv entories, I\'c'ﬁic:: an J Zepreseniation
At soasonable iatervals, inventories shall be t.—.:;en by Operitor of tha Joint Account Materizl, whiclh shall incluc:
. 2k such Laterial as is ordinarily considered controilable. Wrilten noiica of iniention to take invesiory shall be

given by Operator at least thirty (30) days belore any inventory is o bagin so that Non-Cpurztors a2y be repre-
sentzd when any inventory is taken. Failure of Non-Ozcrators $o ba represented at an invesiasy siall bind Nea-

Oscraiors to accent the inventory takeas by Operaior, who shall in that eveat furnish Nen-C:orates: with a copy
theroo!l.

2 I
Recaaciiing:

3 oand Fu;u-u. at of Inventorios
Reconciliation of inve ntory it charges 1o ihe Joint Account shall be made, and a list of ovirages 2nd shortages

LAY
shali bz jointly ddc;mm-.‘ by Opzrator and .uo..-O'ﬂr‘..cLs. Inventory adjustments shall S: meé> Sy Operator
.. zerator only

with tiie Joint Account :’03‘ overages ar_'.fi's..o: ti.3es, but Cpercior shall be held accouniabic o »lon-..
for snoriages <o to lack of reasonabis diligence.

Ssscini e os

Spocicl invaatorivs may Le fien vhenevar 1hese is any siie or change of inerest in the Joint Property. It shall bo
the duiy of the nas ‘0 ro;': - o]l othar Porties as cv.'. ¢kly 25 possible after the trensfer of izterest takes
place, In such cases, soih the selicr and the surchaser shall La governed by such inventory.

-
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UNIT AGREEMENT

FOR THE DEVELOPMENT AND OPERATION OF THE

SOUTHEAST MALJAMAR GRAYBURG-SAN ANDRES UNIT

MALJAMAR FIELD

LEA COUNTY, NEW MEXICO

NO.

THIS AGREEMENT, entered into this 2nd day of May '

19 66 , by and between the parties subscribing, ratifying or consenting hereto,
and herein referred to as ''parties hereto',
WITNESSETH:

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

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

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico is authorized by an Act of the Legislature {(Sec. 7-11-41, N.M.S.
1953 Anno) to amend with the approval of the lessee, any oil and gas lease
embracing State lands so that the length of the term of said lease may coin-
cide with the term of such unitized development and operation of State lands;
and

WHEREAS, the Oil Conservation Commaission of the State of New
Mexico is authorized by law (Sec. 65-3-14, N.M.S. 1953 Anno) to approve
this agreement, and the conservation provisions hereof; and

WHEREAS, the Mineral Leasing Act of February 25, 1920
(41 Stat. 437, as amended 30 U.S.C. Sections 181, et seq. ) authorizes
Federal lessees and their representatives to unite with each other or jointly

or separately with others in collectively adopting and operating a unit plan of



development or operation of any oil or gas pool, field or like area or any
part thereof for the purpose of more properly conserving the natural re-
sources thereof whenever determined and certified by the Secretary of the
Interior to be necessary or advisable in the public interest; and

WHEREAS, the parties hereto hold sufficient interests in the
Southeast Maljamar Grayburg-San Andres Unit covering the land herein-
after described to give reasonably effective control of operation therein;
and

WHEREAS, it is the purpose of the parties hereto, to institute
and consummate secondary recovery operations, pressure maintenance
or other recovery program, to conserve natural resources, to prevent
waste and secure other benefits obtainable through development and operation
of the Unit Area subject to this agreement under the terms, conditions and
limitations herein set forth.

NOW, THEREFORE, in consideration of the premises and the
promises herein contained, the parties hereto commit to this agreement
their respective interests in the Unitized Formation as defined underlying
the below defined Unit Area, and agree severally among themselves as
follows:

ARTICLE 1. ENABLING ACT AND REGULATIONS. The Mineral

Leasing Act of February 25, 1920, as amended, supra, and all valid perti-
nent regulations, including operating and unit plan regulations, heretofore
issued thereunder and valid, pertinent and reasonable regulations hereafter
issued thereunder are accepted and made a part of this agreement as to
Federal lands, provided such regulations are not inconsistent with the terms
of the agreement; and as to non-Federal lands, the oil and gas operating reg-
ulations in effect as of the effective date hereof governing drilling and produc-
ing operations, not inconsistent with the terms hereof or the laws of the State

of New Mexico, are hereby accepted and made a part of this agreement.



ARTICLE 2. UNIT ARFA AND DEFINITIONS. The area depicted

on Exhibit "A' and described by tracts in Exhibit '"B'' attached hereto is here-
by designated and recognized as constituting the Unit Area, containing 1, 080
acres, more or less, in Lea County, New Mexico.

As used in this Agreement, the following terms set out shall have
the following meaning.

2.1 'Unit Area'' is defined as those lands specified on Exhibit "A"
hereof.

2.2 "Land Commissioner' shall mean the Commissioner of Pub-
lic lands of the State of New Mexico.

2.3 "Commission' shall mean the Oil Conservation Commission
of the State of New Mexico.

2.4 '"Secretary' shall mean the Secretary of the Interior of the
United States of America.

2.5 '"Department'' shall mean the Department of the Interior of
the United States of America.

2.6 '"Director' shall mean the Director of the United States Geo-
logical Survey.

2.7 "Supervisor' shall mean the Oil and Gas Supervisor of the
United States Geological Survey for the region in which the Unit Area is
situated.

2.8 '"Unitized Formation' shall mean the stratigraphic interval
underlying the Unit Area, as to Tracts qualified under Article 5, extending
from the top of the Grayburg Formation down to and including a depth of one
hundred feet (100') below the top of the San Andres formation, said formation
tops being encountered at depths of 4022 feet and 4360 feet, respectively, as
reflected on the Lane Wells Gamma Ray-Neutron Log run December 10, 1957,
in the Pennzoil (originally Zapata) Phillips State No. 2 well located 1980 feet

from the South line and 660 feet from the West line of Section 28, T-17S,
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2.9 "Unitized Land' shall mean that part of the Unit Area com-
mitted to this Agreement as to the Unitized Formation and qualified under
Article 5.

2.10 '"Unitized Substances' means all oil, gas, gaseous sub-
stances, sulphur contained in gas, condensate, distillate and all associated
and constituent liquid or liquefiable hydrocarbons within or produced from
the Unitized Land.

2.11 "Working Interest' means an interest in Unitized Substances
by virtue of a lease, operating agreement, fee title, or otherwise, including
a carried interest, which interest is chargeable with and obligated to pay or
bear, either in cash or out of production or otherwise, all or a portion of the
cost of drilling, developing, producing, and operating the Unitized Formation.
Any interest in Unitized Substances which is a Working Interest as of the date
the owner thereof executes or ratifies this agreement shall thereafter be
treated as a Working Interest for all purposes of this agreement.

2.12 '"Working Interest Owner'" shall mean a party who owns a
Working Interest. The owner of oil and gas rights that are free of lease or
other instruments conveying the Working Interest to another, shall be regard-
ed as a Working Interest Owner to the extent of 7/8 of his working interest in
Unitized Substances and as a Royalty Owner with respect to the remaining
1/8 interest therein.

2.13 "Royalty Interest' shall mean a right to or interest in any
portion of the Unitized Substances or proceeds thereof, other than a Working
Interest.

2.14 "Royalty Owner' shall mean a party hereto who owns a
Royalty Interest.

2.15 '"Tract Participation' shall mean that percentage of Unitized
Substances allocated to a tract committed to this Agreement and which is based
upon the formula as set forth in Article 12 of this Agreement.

2.16 '"Phase I'' shall mean the producing period of time beginning

with the effective date hereof, and continuing until 7 o'clock a.m. on the first



day of the calendar month after 463, 389 barrels of oil have been produced
subsequent to June 30, 1964. For the purposes of determining barrels of

oil produced hereunder, operators' monthly reports, Form C-115, filed

with the New Mexico Oil Conservation Commission shall be deemed the con-
trolling evidence. The percentage participation for each tract during Phase I
is shown on Exhibit ""C'" attached hereto.

2.17 '"Phase II" shall mean the producing period commencing im-
mediately on the expiration of Phase I and continuing thereater during the
remaining term of this Agreement. The percentage participation for each
tract during Phase II is shown on Exhibit ""C'" attached hereto.

2.18 "Voting Interest' of each Working Interest Owner shall mean
the sum of the percentages obtained by multipling such Working Interest Own-
ers' Working Interest in each tract by the Tract Participation of such tract as

designated in Phase II.

2.19 "Unit Participation' of each Working Interest Owner means
the sum of the percentages obtained by multipling the Working Interest of
such Working Interest Owner in each Tract by the Tract Participation of such
Tract.

2.20 "Unit Operating Agreement' shall mean the Agreement en-
titled '""Unit Operating Agreement, Southeast Maljamar Grayburg-San Andres
Unit, Maljamar Field, Lea County, New Mexico;' of the same effective date
as the effective date of this Agreement and executed by and between the Work-
ing Interest Owners who are Parties to this Agreement and any amendment
thereof.

2.21 "Unit Operator'' shall mean the Working Interest Owner des-
ignated in this Agreement to develop and operate the Unitized Formation. The
rights delegated to the Unit Operator as such by this Agreement are not to be
regarded as a Working Interest.

2.22 '"Unit Manager' shall mean that person or corporation appointed
by the Working Interest Owners to perform the duties of the Unit Operator until
the selection and qualification of a successor Unit Operator, as provided for in

Article 7 hereof.






2.23 'Unit Operations' shall mean all operations conducted by Unit

Operator pursuant to this Agreement and the Unit Operating Agreement for or
on account of the development and operation of the Unit Area for the production
of Unitized Substances.

2.24 "Unit Equipment' shall mean all personal property, lease and
well equipment, plants and other facilities and equipment taken over or other-
wise acquired for the joint account for use in Unit Operations.

2.25 '"Unit Expense' shall mean all costs, expenses, or indebted-
ness incurred by Working Interest Owners or Unit Operator pursuant to this
Agreement and the Unit Operating Agreement for or on account of Unit Opera-
tions.

2.26 '"Outside Substances' shall mean all substances obtained from
any source other than the Unitized Formation and which are injected into the
Unitized Formation.

ARTICLE 3. EXHIBITS AND ENLARGEMENT OF UNIT AREA

3.1 Exhibit "A", attached hereto, is a map showing, in addition to
the boundary of the Unit Area, the boundaries and identity of tracts and leases
in the Unit Area to the extent known to the Unit Operator. The various tracts,
as shown on Exhibit "A", may be referred to by the number contained in the
circle on each tract. Exhibit ""B", attached hereto, is a schedule showing to
the extent known to the Unit Operator the acreage, percentage, and kind of
ownership of oil and gas interests in all land in the Unit Area. Exhibit "C"
attached hereto, is a schedule of the Tract Participation of each tract during
Phase I and Phase II, upon a presumed 100% commitment, Nothing herein or
in said Exhibits shall be construed as a representation by any party hereto as
to the ownership of any interest other than such interest or interests as are
shown in said Exhibits as owned by such party.

3.2 "Exhibits Considered Correct'. An Exhibit shall be considered
to be correct until revised as herein provided.

3.3 '"Revision of Exhibits'. Exhibits ""A'", "B'", and "C'" shall be
revised by the Unit Operator whenever pertinent changes render such revision

necessary, or when requested by the Land Commissioner or Supervisor.
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3.4 '"'"Correction of Errors''. It is hereby agreed by all parties to
this Agreement that Unit Operator is empowered to correct any mathematical
or clerical errors which may exist in the pertinent exhibits to this Agreement;
provided, however, that correction of any error other than mathematical or
clerical shall be made by Unit Operator only after first having obtained appro-
val of Working Interest Owners, the Land Commissioner and the Supervisor.

3.5 "Filing of Exhibits'. When any Exhibit, or any revisions
thereof, is revised pursuant to this Agreement, Unit Operator shall certify
and file such Exhibits, or any revisions thereof, for record in the County or
Counties in which this Agreement is filed and shall file at least two (2) copies
with the Land Commissioner and not less than six (6) copies thereof with the
Supervisor.

3.6 "Enlargement of Unit Area". The Unit Area may, with the
approval of Working Interest Owners of not less than eighty percent (80%)
of the Voting Interest and the approval of the Land Commissioner and the

W/

Director, be enlarged to include therein any additional tract or tracts when-

ever such expansion is necessary or advisable to conform with the purposes
of this Agreement and the Unit Operator, acting on behalf of, and with such

approval of the Working Interest Owners as provided in the Unit Operating

Agreement, has negotiated an agreement or agreements with the owners of TJ¢%*
0
Rr +

such tract or tracts committing such owners to this Agreement and to the
Unit Operating Agreement. Upon such approved enlargement, the Tract
Participation of all committed tracts shall be adjusted and Exhibits "A'",
"B" and ""C" shall be revised to conform thereto.
Any enlargement of the Unit Area shall be affected in the following
manner:
(a) Unit Operator, after preliminary concurrence by the Land
Commissiorie‘r and the Director, shall prepare a notice of pro-

posed enlargement describing the contemplated changes in the
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boundaries of the Unit Area, the reasons therefor, the proposed
effective date thereof, preferably 7 o'clock a.m. of the first day
of the month subsequent to the date of notice.

(b) Said notice shall be delivered to the L.and Commissioner, the
Supervisor and copies thereof mailed to the last known address of ,
Qc‘-;wm L

each Working Interest Owner, lessee, and lessor, whose interest

—t
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are affected, setting out the basis for admission, the Unit Partici-
pation to be assigned to such tract or tracts, and other pertinent
data, advising that thirty (30) days will be allowed for submission
to the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the preceding
section (b) hereof, Unit Operator shall file with the Land Commis-

sioner, Supervisor, and the Commission evidence of mailing of the

notice of enlargement, evidence of consent by not less than eighty
percent (80%) of the Voting Interest of Working Interest Owners and

a copy of any objections thereto w

hich have been filed with the Unit

Operator, togethe;'”\;/ith an application in sufficient number fo'r
approval of such enlargement, appropriate joinders, and such other
information as may be necessary to show that the lands to be added
to the Unit Area have qualified under Articles 5 and 33.

(d) After due consideration of all pertinent information the enlarge-
ment shall, upon approval by the Land Commissioner, the Director,

and the Commission, become effective as of the date prescribed in

the notice thereof.

ARTICLE 4. UNITIZED LAND AND UNITIZED SUBSTANCES

4.1 All land committed to this agreement as to the Unitized Forma-
tion shall constitute land referred to herein as '"'unitized land' or '"land subject
to this agreement, " Ali oil and gas in said Unitized Formation of the Unitized
Land are unitized under the terms of this agreement and herein are called

HUnitized Substances!'.



ARTICLE 5. TRACTS QUALIFIED FOR UNIT PARTICIPATION

5.1 As the objective of thi:s Unit Agreement is to have lands in the
Unit Area operated and entitled to participation under the terms hereof, it is
agreed that, notwithstanding anything else herein, no joinder shall be con-
sidered a commitment to this Unit Agreement unless the tract involved is
qualified under this Article.
On and after the effective date hereof, the tracts within the Unit
Area which shall be entitled to participation in the production of Unitized
Substances therefrom shall be those tracts within the Unit Area and more
pa.-rticularly described in Exhibit '""B' that are qualified as follows:
(a) Each tract as to which Working Interest Owners owning one
hundred percent (100%) of the Working Interest have signed or .
ratified this Agreement and the Unit Operating Agreement and
Royalty Owners owning seventy-five percent (75%) or more of
the Royalty Interest have signed or ratified this Agreement.
(b) Each tract as to which Working Interest Owners owning one
hundred percent (100%) of the Working Interest have become par-
ties to this Agreement, and as to which Royalty Owners owning less
than seventy-five percent (75%) of the Royalty Interest have be-
come parties to this Agreement, and as to which (1) all such
Working Interest Owners in such tract have joined in a request
for the qualification of such tract, and as to which (2) eighty per-
cent (80%) of the combined Voting Interest in all tracts that meet
the requirements of Section (a) above have voted in favor of the
qualification of such tract. For the purpose of this Section (b)
the Voting Interest of a Working Interest Owner shall be equal to
the ratio (expressed in percentage) that its aggregate Phase II
Unit Particiéation attributable to tracts that qualify under Section
(a) bears to the total Phase II Unit Participation of all Working
Interest Owners attributable to all tracts that qualify under Section

(a) above.



(c) Each tract as to which Working Interest Owners owning less
than one hundred percent (100%) of the Working Interest have be-
come parties to this Agreement and the Unit Operating Agreement,
regardless of the percentage of Royalty Interesf therein that is
committed hereto; and as to which (1) the Working Interest Owner
who operates the tract and all of the other Working Interest Owners
in such tract who have become parties to this Agreement have
joined in a request for qualification of such traét and have executed
and delivered an indemnity agreement indemnifying and agreeing to
hold harmless the other Working Interest Owners of Unitized Land,
their successors and assigns, against all claims and demands that
may be made by the owners of Working Interest in such tract who
are not parties to this Agreement and which arise out of the quali-
fication of the tract and as to which (2) eighty percent (80%) of the
combined Voting Irterest in all tracts that meet thé requirements
of Sections (a) aud (b) above, have voted in favor of the qualifi-
cation of such tract and acceptance of the indemnity agreement.
For the purposes of this Section (c), the Voting Interest of each
Working Interest Owner shall be equal to the ratio (expressed in
percentage) that its aggregate Phase II Unit Participation attribut-
able to tracts that qualify under Sections (a) and (b) bears to the
total Phase II Unit Participation of all Working Interest Owners
attributable to all tracts that qualify under Sections (a) and (b).
Upon the qualification of such a tract, the Unit Participation that
would have been attributed to the nonsubscribing owners of the
Working Interest in such tract, had they become parties to this
Agreement and the Unit Operating Agreement, shall be attributed
to the Workiné Interest Owners in such tract who have become par-

ties to such Agreements, in proportion to their respective Working

Interests in the tract.



ARTICLE 6. UNIT OPERATOR

6.1 Cities Service Oil Company is hereby designated as Unit Oper-
ator and by signature hereto as Unit Operator agrees and consents to accept
the duties and obligations of Unit Operator for the development and production
of Unitized Substances as herein provided. Whenever reference is made herein
to the Unit Operator, such reference means the Unit Operator acting in that
capacity and not as an owner of interest in Unitized Substances, and the term
Wor king Interest Owner when used herein shall include or refer to Unit Opera-
tor as the owner of a Working Interest when such an interest is owned by it.

ARTICLE 7. RESIGNATION OR REMOVAL OF UNIT OPERATOR

7.1 Unit Operator shall have the right to resign at any time but such
resignation shall not become effective so as to release Unit Operator from the
duties and obligations of Unit 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 served by Unit Operator on all Working Interest Owners, the Land Commis-
sioner and the Director, and until all wells are placed in a satisfactory condition
for suspension or abandonment, whichever is required by the Supervisor, unless
a new Unit Operator shall have been selected and approved and shall have taken
over and assumed the duties and obligations of Unit Operator prior to the ex-
piration of said period.

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

The Unit Operator may, upon default or failure in the performance of
its duties or obligations hereunder, be subject to removal by the affirmative vote
of at least two (2) Working Interest Owners owning at least seventy-five percent
(75%) of the Voting Interests other than the Voting Interest of such owner then
acting as Unit OperatOr.‘ Such removal shall be effective upon notice thereof to
the Land Commissioner and the Director. In all instances of resignation or re-

moval, until a successor Unit Operator is selected and approved as hereinafter

provided, the Working Interest Owners shall be jointly responsible for performance



of the duties of Unit Operator, and shall not later than thirty (30) days before
such resignation or removal becomes effective appoint’'a Unit Manager to rep-
resent them in any action to be taken hereunder.

The resignation or removal of Unit Operator under this Agreement
shall not terminate its right, title or interest as the owner of a Working Int-
erest or other interest in Unitized Substances, but upon the resignation or re-
moval of Unit Operator becoming effective, such Unit Operator shall deliver
possession of all wells, equipment, materials, appurtenances, and all perti-
nent unit data requested by the successor Unit Operator, used in conducting
the Unit Operations and owned by the Working Interest Owners to the new duly

qualified successor Unit Operator or to the owners thereof if no such new Unit

Operator is elected, to be used for the purposes of conducting Unit Operafions
hereunder. Nothing herein shall be construed as authorizing removal of any
material, equipment and appurtenances needed for the preservation of any
wells.

ARTICLE 8. SUCCESSOR UNIT OPERATOR

8.1 Whenever the Unit Operator shall tender his or its resignation
as Unit Operator or shall be removed as hereinabove provided, a successor
Unit Operator shall be selected by the affirmative vote of at least two (2)
Working Interest Owners having in the aggregate not less than seventy-five
percent (75%) of the Voting Interest; provided, however, that a deposed Unit
Operator may not vote to succeed itself. Such selection shall not become
effective until:

{a) a Unit Operator so selected shall accept in writing the duties

and responsibilities of Unit Operator; and

(b) the selection shall have been approved by the Land Commis-

sioner and filed with the Supervisor.

If no succeséc:;r Unit Operator is selected and accepted as herein

provided, Land Commissioner and the Director, at their election, may declare

thic Aocrecormont tavrriirmata
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ARTICLE 9. UNIT OPERATING AGREEMENT

9.1 Costs and expenses incurred by Unit Operator in conducting
Unit Operations hereunder shall be paid and apportioned among and borne by
the Working Interest Owners all in accordance with the agreement or agree-
ments entered into by and between the Unit Operator and the Working Interest
Owners. Any agreement or agreements entered into between the Working Int-
erest Owners and the Unit Operator as provided in this section are herein re-
ferred to as the '"Unit Operating Agreement'. Such Unit Operating Agreement
shall also set forth such other rights and obligations as between Unit Operator
and the Working Interest Owners as may be agreed upon by Unit Operator and
the Working Interest Owners; however, no such Unit Operating Agreement
shall be deemed either to modify any of the terms and conditions of this Unit
Agreement or to relieve the Unit Operator of any right or obligations estab-
lished under this Unit Agreement, and in case of any inconsistency or con-
flict between the Unit Agreement and the Unit Operating Agreement, this
Unit Agreement shall prevail. Three (3) true copies of any Unit Operating
Agreement executed pursuant to this Article shall be filed with the Supervisor,
prior to approval of this Unit Agreement, and as many copies as is requested
shall be filed with the Land Commissioner.

ARTICLE 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR

10.1 Except as otherwise specifically provided herein, the exclusive
right, privilege, and duty of exercising any and all rights of the parties hereto,
including surface rights, which are necessary or convenient for prospecting for,
producing, storing, allocating and distributing the Unitized Substances are here-
by delegated to and shall be exercised by the Unit Operator as herein provided.
Upon request acceptable evidence of title to said rights shall be deposited with
said Unit Operator and, together with this Agreement, shall constitute and de-
fine the rights, privileges, and obligations of Unit Operator. Nothing herein,
however, shall be construed to transfer title to any land or to any lease or opera-
ting agreement, it being understood that under this Agreement the Unit Operator,
in its capacity as Unit Operator, shall exercise the right of possession and use
vested in the Parties hereto only Ior the purposes herein specified.

13



ARTICLE 11. PLAN OF OPERATION

11.1 It is recognized and agreed by the Parties hereto that the Unit
Area is already developed and productive, and no further drilling is contemplated,
except such as may be incidental to carrying out the unit plan of operation.

Inasmuch as the primary purpose of this Unit Agreement is to permit
the institution and consummation of a secondary recovery or pressure main-
tenance program for the maximum economic production of Unitized Substances
consistent with good engineering and conservation, Unit Qperator, after appro-
val of Working Interest Owners, concurrently with the filing of this Unit Agree-
ment for final approval, shall submit to the Land Commissioner and the Super-
visor for approval, a plan of operation for the Unitized Land, and such plan,
upon approval by the L.and Commissioner and the Supervisor shall constitute
the future operating obligations of the Unit Operator under this Unit Agreement
for the period specified therein. Thereafter, from time to time, before the
expiration of any existing plan, the Unit Operator, with the approvalof the Work-
ing Interest Owners, shall submit to the Land Commissioner and the Supervisor
for approval a plan for an additional specified period of operation; said plan or
plans shall be modified or supplemented when necessary to meet changed con-
ditions or to protect the interest of all parties to this Unit Agreement. Reason-
able diligence shall be exercised in complying with the obligations of any plan
of operation.

Any plan submitted pursuant to this Article shall be complete and
adequate as the Land Commissioner and the Supervisor may determine to be
necessary for timely and diligent operation and for proper conservation of
Unitized Substances and shall:

(2) Specify the number and location of any wells to be drilled and

the time of such drilling; and

(b) Specify th;a number and location of any well to be selected for

injection; and

(c) Specify all pertinent operating practices to be employed in the

interests of all parties to this Agreement.



Unit Operator shall have the right to inject into the Unitized
Formation any substances for secondary recovery or pressure mainte-
nance purposes in accordance with a plan of operation approved by the
Land Commissioner and the Supervisor, including the right to convert
producing wells and to drill and maintain injection wells on Unitized Land
and to use abandoned wells or wells producing from the Unitized Forma-
tion for said purposes. Moreover, Unit Operator shall have the right to
produce brine or water, or both, from any formation above or below the
Unitized Formation, for use in injection into the Unitized Formation.
After commencement of secondary operations, Unit Operator shall fur-
nish the Commissioner and the Supervisor monthly progress reports in-
cluding injection and production reports for each unit well.

ARTICLE 12. TRACT PARTICIPATION

12.1 Tract Participation. In Exhibit "C' attached hereto, there
are listed and numbered the various tracts within the Unit Area and set
forth opposite each tract are the percentages of participation for each tract
in the Unit Area during Phase I and Phase II calculated on the basis of one
hundred percent (100%) tract commitment.

The percentage of participation of each tract during Phase 1
shown on Exhibit '""C'" was determined in accordance with the following formu-
la:

Tract Participation during Phase I equals

Tract Production for one year Ending 6-30-64 X 50% plus
Unit Area Production for one year Ending 6-30-64

Tract Remaining Primary as of 6-30-64 X 50%
Unit Area Remaining Primary as of 6-30-64

The percentage of participation of each tract during Phase II
shown on Exhibit "C' was determined in accordance with the following
formula:

Tract Participation during Phase II equals

Tract Ultimate Primary X 90% plus

TT+3¢ Avens ITl4srmates Prsrma v»rr




Tract Developed Acreage
Unit Area Developed Acreage

X 5% plus

Traimct Acreage X 5%
Unit Area Acreage

The Unit Area ultimate primary recovery as used herein is the
sum of the accumulated oil production through June 30, 1964 (2,105, 747 bbls.)
as reported on pertinent operators' monthly reports (Form C-115) on file
with the Commission and the estimated remaining primary oil reserves as
of June 30, 1964, which is 463, 389 barrels.

Developed acreage as used herein above is the acreage in all
regular 40-acre subdivisions which have produced oil from the zone referred
to herein as the Unitized Formation.

If all tracts of this Unit Agreement are not committed hereto, Unit
Operator shall revise Exhibit "C'", promptly after approval of this Unit Agree-
ment, to show all tracts committed to this Agreement by setting forth opposite
each committed tract a revised Tract Participation percentage therefor which
shall be calculated by using the same tract factors and formula which were
used to arrive at the Tract Participation percentage of each tract as set out
in the original Exhibit ''"C", but applying the same only to said committed
tracts. Such revised Exhibit ""C'" shall be filed pursuant to Article 3. There-
after, Exhibit ""C'" shall be revised by Unit Operator with the approval of the
Working Interest Owners whenever any change in committed tracts renders
such revision necessary. Such revised Exhibit ""C' shall, upon approval by
the Land Commissioner and the Director, supersede, as of its effective
date, the last previously effective Exhibit ""C'". In any revision of Exhibit ""C"
pursuant to Article 3, the revised percentage participations of the respective
tracts which were committed hereto prior to such revision shall remain in
the same ratio one to another. In any revision of Exhibit ""C" pursuant to
Article 33, the revised percentage participations of the respective tracts

which were committed hereto prior to such revision shall be recalculated



using the same tract factors and formula which were used in calculating
the percentage participation of each tract as set forth in Exhibit "C", apply-
ing the same to the committed tracts only.

ARTICLE 13. ALLOCATION OF UNITIZED SUBSTANCES

All Unitized Substances produced and saved shall be allocated to the
qualified Tracts in accordance with the respective Tract Participations as set
out in Exhibit "C' effective during the period that the Unitized Substances were
produced. The amount of Unitized Substances allocated to each Tract, regard-
less of whether it is more or less than the actual production of Unitized Sub-
stances from the well or wells, if any, on such Tract, shall be deemed for
all purposes to have been produced from such Tract.

The Unitized Substances allocated to each Tract shall be distributed
among, or accounted for to, the parties entitled to share in the production
from such Tract in the same manner, in the same proportions, and upon the
same conditions as they would have participated and shared in the production
from such Tract, or in the proceeds thereof, had this agreement not been
entered into, and with the same legal effect. No tract qualified for partici-
pation shall be subsequently excluded from participation hereunder on account
of depletion of its Unitized Substances, and nothing herein contained shall be
construed as requiring any retroactive adjustment for production obtained prior
to the effective date of the qualification of any Tract. If any Oil and Gas Rights
in a Tract hereafter become divided and owned in severalty as to different
parts of the Tract, the owners of the divided interests, in the absence of an
agreement providing for a different division, shall share in the Unitized Sub-
stances allocated to the Tract, or in the proceeds thereof, in proportion to
the surface acreage of their respective parts of the Tract.

The Unitized Substances allocated to each Tract shall be delivered
in kind to the respective Working Interest Owners entitled thereto by virtue
of the ownership of Oil and Gas Rights therein. Such parties shall have the

right to receive such production in kind at a common point within the Unitized



Land and to construct, maintain, and operate within the Unitized Land all
necessary facilities for that purpose, provided such facilities are so con-
structed, maintained, and operated so as not to interfere with Unit Opera-
tions. Any extra expenditures incurred by Unit Operator by reason of the
delivery in kind of any portion of the Unitized Substances shall be borne by
the receiving party.

If any Working Interest Owner fails to take in kind or separately
dispose of its share of Unitized Substances, Unit Operator shall have the
right, for the time being and subject to revocation at will by the party own-
ing the share, to purchase for its own account or sell to others such share;
provided that, all contracts of sale by Unit Operator of any other party's
share of Unitized Substances shall be only for such reasonable periods of .
time as are consistent with the minimum needs of the industry under the
circumstances, but in no event shall any such contract be for a period in
excess of one year. The proceeds of the Unitized Substances so disposed
of by Unit Operator shall be paid to the party entitled thereto. Unit Opera;
tor shall not make a sale into interstate commerce of any other party's
share of gas production without first giving such other party ninety (90)
days' notice of such intended sale.

Any Working Interest Owner receiving in kind or separately
disposing of all or any part of the Unitized Substances allocated to any tract,
or receiving the proceeds therefrom if the same is sold or purchased by
Unit Operator, shall be responsible for payment of all Royalty on the lease
or leases affected.

ARTICLE 14. ROYALTY SETTLEMENT

14.1 The State of New Mexico and the United States and all Roy-
alty Owners who, under existing contract, are entitled to take in kind a share
of the substances now unitized hereunder produced from any tract, shall
hereafter be entitled to the right to take in kind their share of the Unitized
Substances allocated to such tract, and Unit Operator and shall make de-

liveries of such royalty share taken in kind in conformity with the applicable



contracts, laws and regulations. Settlement for Royalty Interest not taken

in kind shall be made by Working Interest Owners responsible therefor under
existing contracts, laws and regulations on or before the last day of each
month for Unitized Substances produced during the preceding calendar month;
provided, however, that nothing herein contained shall operate to relieve the
lessees of any land from their respective lease obligations for the payment of
any royalties due under their leases except that said royalties shall be com-
puted in accordance with the terms of this Agreement.

14.2 Use of Outside Substances. If gas obtained from lands or
formations not subject to this Agreement is introduced into the Unitized
Formation for use in repressuring, stimulation or production or increasing
ultimate recovery, which shall be in conformity with a plan of operation
first approved by the Land Commaissioner and the Supervisor, a like amount
of gas, with appropriate deduction for loss or depletion from any cause, may’
be withdrawn from the Unitized Formation royalty free as to dry gas, but
not royalty free as to the products extracted therefrom; provided that such
withdrawal shall be at such time as may be provided in the approved plan
of operations or as otherwise may be consented to by the Land Commissioner
and the Supervisor as conforming to good petroleum engineering practice;
and provided further, that such right of withdrawal shall terminate on the
termination of this Unit Agreement.

14.3 Royalty due the United States shall be computed as provided
in the operating regulations and paid in value or delivered in kind as to all
Unitized Substances on the basis of the amounts thereof allocated to unitized
Federal land as provided herein at the rates specified in the respective Fed-
eral leases, or at such lower rate or rates as rmay be authorized by law or
regulation; provided, that for leases on which the royalty rate depends on
the daily average prodﬁction per well, such average production shall be
determined in accordance with the operating regulations as though the unit-

1zed lands were 3 cinogle concalidated leace



ARTICLE 15. RENTAL SETTLEMENT

15.1 Rental or minimum royalties due on leases committed here-
to shall be paid by Working Interest Owners responsible therefor under exist-
ing contracts, laws and regulations, provided that nothing herein contained
shall operate to relieve the lessee of any land from their respective lease
obligations for the payment of any rental or minimum royalty in lieu thereof
due under their leases. Rental or minimum royalty for lands of the United
States subject to this Agreement shall be paid at the rate specified in the
respective leases from the United States unless such rental or minimum roy-
alty is waived, suspended or reduced by law or by approval of the Secretary
or his duly authorized representative.

Rental for lands of the State of New Mexico subject to this Agree-
ment shall be paid at the rate specified in the respective leases from the
State of New Mexico.

ARTICLE 16. CONSERVATION

16.1 Operations hereunder and production of Unitized Substances
shall be conducted to provide for the most economical and efficient recovéry
of said substances without waste, as defined by or pursuant to State or Fed-
eral laws or regulations.

ARTICLE 17. DRAINAGE AND BORDER AGREEMENTS

17.1 The Unit Operator shall take appropriate and adequate
measures to prevent drainage of Unitized Substances by wells on land not
subject to this Agreement.

The Unit Operator, upon approval of the Supervisor and Land
Commissioner is hereby empowered to enter into a border line agreement
or agreements with the Working Interest Owners of adjoining lands not
subject to this Un:it Agreement, with respect to the operation in the border
area for the maximum economic recovery, conservation purposes, and

proper protection of the parties and interests affected.
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ARTICLE 18. LEASES AND CONTRACTS CONFORMED AND

EXTENDED

18.1 The terms, conditions, and provisions of all leases, sub-
leases, and other contracts relating to exploration, drilling, development,
or operation for oil or gas on lands committed to this Agreement are here-
by expressly modified and amended to the extent necessary to make the same
conform to the provisions hereof, but otherwise to remain in full force and
effect; and the parties hereto hereby consent that the Secretary shall and by
his approval hereof, or by the approval hereof by his duly authorized repre-
sentative, does hereby establish, alter, change, or revoke the drilling, pro-
ducing, rental, minimum royalty, and royalty requirements of Federal
leases committed hereto and the regulations in respect thereto to conform
said requirements to the provisions of this Agreement, and, without limit-
ing the generality of the foregoing, all leases, sub-leases,' and contracts
are particularly modified in accordance with the following:

(a) The development and operation of the Unitized Formation

under the terms hereof shall be deemed full performance of

all obligations for development and operation with respect

to each and every part or separately owned tract subject to

this Agreement, regardless of whether there is any develop-

ment of any particular part or tract of the Unit Area, not-

withstanding anything to the contrary in any lease, operating
agreement or other contract by and between the parties hereto,
or their respective predecessors in interest, or any of them.

(b) Drilling and producing operations performed hereunder upon

any tract will be accepted and deemed to be performed upon and

for the benefit of each and every tract of Unitized Land and no



-

.

lease shall be deemed to expire by reason of failure to

drill or produce wells situated on the land therein em-

braced.

(c) Suspension of drilling or producing operations on all

Unitized Land pursuant to direction or consent of the Secre-

tary or his duly authorized representative shall be deemed

to constitute such suspension pursuant to such direction or
consent as to each and every tract of Unitized Land.

(d) Each lease, sublease or contract relating to the explora-
tion, drilling, development or operation for oil or gas of lands
committed to this Agreement, which, by its terms might ex-
pire prior to the termination of this Agreement, is hereby ex-
tended beyond any such term so provided therein so that it shall
be continued in full force and effect for and during the term of
this Agreement.

(e) Termination of this Agreement shall not affect any lease
which, pursuant to the terms thereof or any applicable laws,
shall continue in force and effect thereafter.

(f) Any lease embracing lands of the State of New Mexico, which
is made subject to this Agreement, shall continue in force beyond
the term provided therein as to the lands committed hereto until
the termination hereof.

(g) Any lease embracing lands of the State of New Mexico having
only a portion of its lands committed hereto, shall be segregated
as to that portion committed and that portion not committed, and
the terms of such lease shall apply separately to such segregated
portions commencing as of the effective date hereof. Notwith-
standing any of the provisions of this Agreement to the contrary,
such lease shall continue in full force and effect beyond the term

provided therein as to all lands embraced in such lease (whether



within or without the Unitized Land), (1) if, and for so long as

oil or gas are capable of being produced in paying quantities

from some part of the lands embraced in such lease committed

to this Agreement; or (2) if, and for so long as some part of the
lands embraced in such lease committed to this Agreement are
allocated Unitized Substances; or (3) if, at the expiration of

Phase II the lessee or the Unit Operator is then engaged in bona
fide drilling or reworking operations on some part of the lands
embraced therein and for so long as such operations are being
diligently prosecuted, and if they result in the production of oil

or gas said lease shall continue in full force and effect as to all
the lands embraced therein so long thereafter as oil or gas in
paying quantities is being produced from any portion of said

lands.

(h) The segregation of any Federal lease committed to this Agree-
ment is governed by the following provision in the fourth paragraph
of Section 17 (j) of the Mineral Leasing Act, as amended by the Act
of September 2, 1960 (74 Stat. 781-784): "Any (Federal) lease
heretofore or hereafter committed to any such (unit) plan embrac-
ing lands that are in part within and in part outside of the area
covered by any such plan shall be segregated into separate leases
as to the lands committed and the lands not committed as of the
effective date of unitization; provided, however, that any such
lease as to the non-unitized portion shall continue in force and
effect for the term thereof but for not less than two years from

the date of such segregation and so long thereafter as oil or gas

is produced in paying quantities. "

ARTICLE 19. COVENANTS RUN WITH LAND

19.1 The covenants herein shall be construed to be covenants

running with the land with respect to the interests of the parties hereto and
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their successors in interest until this Agreement terminates, and any grant,
transfer, or conveyance, of interest in land or leases subject hereto shall be
and hereby is conditioned upon the assumption of all privileges and obligations
hereunder by the grantee, transferee, or other successor in interest. No
assignment or transfer of any Working Interest, Royalty, or other interest
subject hereto shall be binding upon Unit Operator until the first day of the
calendar month after Unit Operator is furnished with the original, photo-

static, or certified copy of the instrument of transfer.

ARTICLE 20. EFFECTIVE DATE

20.1 This Agreement shall become binding upon each party who
executes or ratifies it as of the date of execution or ratification by such party
and shall become effective as of 7 o'clock a.m., of the first day of the calen-
dar month next following:

(a) The qualification, in accordance with Article 5, of tracts

representing eighty-five percent (85%) of Phase II of the Unit

Participation on the original Exhibit '"C'' attached hereto; and

(b) The approval of this Agreement by the Land Commissioner,

the Commission, and the Director; and

(c) The filing of at least one counterpart of this Agreement

for record in the office of the County Clerk of Lea County, New

Mexico, by the Unit Operator; and provided, further, that if (a)

and (b) above are not accomplished on or before December 31,

1966, this Agreement shall ipso facto expire on said date (here-

inafter called "'expiration date') and thereafter be of no further

force or effect, unless prior thereto this Agreement has been
executed or ratified by Working Interest Owners owning at

least eighty percent (80%) of the combined Phase II Participation

and have decided to extend said expiration date for a period not

to exceed six (6) months (hereinafter called "extended expiration

date'!). If said expiration date is so extended and (a) and (h) ahave



are not accomplished before said extended expiration date,

this Agreement shall ipso facto expire on said extended ex-

piration date and thereafter be of no further force or effect.

Unit Operator shall, within thirty (30) days after the effective
date of this Agreement, file for record in the office where a counterpart
of this Agreement is recorded, a certificate to the effect that this Agree-
ment has become effective according to its terms and stating further the
effective date.

ARTICLE 21. TERM

21.1 The term of this Agreement shall be for and during the
time that Unitized Substances are or can be produced in paying quantities,
i.e., in quantities sufficient to pay for the cost of producing same from wells
on the Unitized Land, and for so long thereafter as drilling, reworking or
other diligent operations are prosecuted on Unitized Land without cessation
of more tl;a.n ninety (90) consecutive days, and so long thereafter as Unitized
Substances can be produced as aforesaid. Termination under this Article
21 shall be effective as of the first day of the month after the Unit Operator
and Working Interest Owners owning eighty percent (80%) of the Phase II
Participation shall determine on confirmatory data satisfactory to the Land
Commissioner, Commission, and the Director, that Unit Operations are
no longer paying.

ARTICLE 22. TERMINATION BY WORKING INTEREST OWNERS

22.1 For any reason other than provided in Article 21 above, this
Agreement may be terminated by Working Interest Owners owning in the aggre-
gate eighty percent (80%) or more of the Unit Participation with the approval
of the Land Commissioner, Commission, and the Director. Notice of any
such termination shall be given by the Unit Operator to all parties hereto.

ARTICLE 23. EFFECT OF TERMINATION

23.1 Upon termination of this Agreement, the parties hereto shall
be governed by the terms and provisions of the leases and contracts affecting

the separate tracts just as if this Agreement had never been entered into.



"ARTICLE 24. SALVAGING EQUIPMENT UPON TERMINATION

24.1 If not otherwise specified by the leases unitized under this
Agreement, Royalty Owners hereby grant Working Interest Owners a period
of six (6) months after termination of this Agreement in which to salvage, sell,
distribute or otherwise dispose of the personal property and facilities used in
connection with Unit Operations.

ARTICLE 25. CERTIFICATE OF TERMINATION

25.1 Unit Operator shall within thirty (30) days after the effective
date of termination of this Agreement file for record in the office or offices
where a counterpart of this Agreement is recorded, a certificate setting

forth such termination date.

ARTICLE 26. RATE OF PROSPECTING, DEVELOPMENT

AND PRODUCTION

26.1 All production and the disposal thereof shall be in conformity
with allocations and quotas made or fixed by any duly authorized person or
regulatory body under any Federal or State statute. The I.)irector is hereb'y
vested with authority to alter or modify from time to time, at his discretion,
the rate of prospecting and development and, within the limits made or fixed
by the Commission, to alter or modify the quantity and rate of production
under this Agreement, such authority being hereby limited to alteration or
modification in the public interest, the purpose thereof and the public interest
to be served thereby to be stated in the order of alteration or modification;
provided, further, that no such alteration or modification shall be effective
as to any land of the State of New Mexico as to the rate of prospecting and
development in the absence of the specific written approval thereof by the
Land Commissioner and as to any lands of the State of New Mexico or pri-

vately-owned land subject to this Agreement as to the quantity and rate of

production in the absence of specific written approval thereof by the Commission.

Powers in this Section vested in the Director shall only be exer-
cised after notice to Unit Operator and opportunity for hearing to be held not
less than fifteen (15) days from notice, and thereafter subject to administra-

tive appeal before becoming final.
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ARTICLE 27. APPEARANCES

27.1 Unit Operator shall have the right to appear for or on behalf
of any and all interests affected hereby before the Land.Commissioner, the
Department and the Commission, and to appeal from any order issued under
the rules and regulations of the Land Commissioner, the Department or the
Commission, or to apply for relief from any of said rules and regulations or
in any proceedings relative to operations before the Land Commissioner, the
Department or the Commission, or any other legally constituted authority;
provided, however, that any other interested party shall also have the right
at his or its own expense to be heard in such proceeding.

ARTICLE 28. NOTICES

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

ARTICLE 29. NO WAIVER OF CERTAIN RIGHTS

29.1 Nothing in this Agreement contained shall be construed as
a waiver by any party hereto of the right to assert any legal or constitu-
tional right or defense as to the validity or invalidity of any law of the State
of New Mexico or of the United States, or regulations issued thereunder in
any way affecting such party, or as a waiver by any such party of any right
beyond his or its authority to waive; provided, however, each party hereto,
covenants that, during the existence of this Agreement, such party shall not
resort to any action at law or in equity to partition the Unitized Land or the
facilities used in the development or operation thereof and to that extent

waives the benefits of all laws authorizing such partition.



ARTICLE 30. UNAVOIDABLE DELAY

30.1 All obligations imposed by this Agreement on each party
hereto, except for the payment of money, shall be suspended while said
party is preveﬁted from complying therewith, in whole or in part, by strikes,
fire, war, civil disturbances, act of God, federal, state or municipal laws,
orders or regulations, inability to secure materials or other causes beyond
the reasonable control of said party; provided, however, that performance
shall be resumed within a reasonable time after such cause has been re-
moved; and provided further that no party shall be required against its
will to adjust or settle any labor dispute. Neither this Agreement nor any
lease or other interests subject hereto shall be terminated by reason of
suspension of Unit -Operations due to the aforesaid causes.

ARTICLE 31. NONDISCRIMINATION

31.1 In connection with the performance of work under this
Agreement, the Unit Operator agrees to comply with all of the provisions |,
of Section'ZOZ (1) to (7) inclusive, of Executive Order 11246 (30 F. R. 12319),
which are hereby incorporated by reference in this Agreement.

ARTICLE 32. LOSS OF TITLE

32.1 In the event title to any tract of Unitized Land shall fail
and the true owner cannot be induced to join in this Unit Agreement, such
tract shall be automatically regarded as not committed hereto and there
shall be such readjustment of future costs and benefits as may be required
on account of the loss of such title. In the event of a dispute to title as to any
Royalty, Working Interest, or other interests subject thereto, payment or
delivery on account thereof may be withheld without liability for interest
until the dispute is finally settled; provided, 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 Commissioner or the Supervisor (which ever is appropriate)
to be held as unearned money pending final settlement of the title dispute, and

then applied as earned or returned in accordance with such final settlement.
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32.2 Unit Operator as such is relieved from any responsibility
for any defect or failure of any title hereunder.

32.3 In order to avoid title failures which might incidentally
cause the title to a Working Interest or interests to fail, the owners of the
surface rights to lands lying within the Unitized Land, severed minerals
or Royalty Interests in said lands, and improvements located on said lands
but not utilized for Unit Operations, shall individually be responsible for
the rendition and assessment, for ad valorem tax purposes, of all such
property, and for the payment of such taxes, except as otherwise provided
in any contract or agreement between such owners and a Working Interest
Owner or owners or in the Unit Operating Agreement. If any ad valorem
taxes are not paid by such owners responsible therefor when due, the Unif
Operator may, at any time prior to tax sale, pay the same, redeem such
property, and discharge such tax liens as may arise through non-payment.
In the event the Unit Operator makes any such payment or redeems any such
property from tax sale, the Unit Operator shall be reimbursed therefor by
the Working Interest Owners in proportion to their respective Unit Partici-
pation; and the Unit Operator shall withhold from the proceeds otherwise
due to said delinquent taxpayer or taxpayers, an amount sufficient to defray
the costs of such payment or redemption, such withholdings to be distributed
among the Working Interest Owners in proportion to their respective con-
tributions toward such payment or redemption.

ARTICLE 33. NON-JOINDER AND SUBSEQUENT JOINDER

33.1 Any oil or gas interests in lands within the Unit Area, not
committed hereto prior to submission of this Agreement for final approval
may thereafter be committed hereto by the owner or owners thereof sub-
scribing or consenting to this Agreement, and, if the interests is a Work-
ing Interest, by the owner of such interest also subscribing to the Unit Opera-
ting Agreement. It is understood and agreed, however, that after the effec-

tive date hereof the commitment hereto of any Working Interest within the Unit



Area shall be upon such terms and conditions as may be negotiated by the
Unit Operator, the Working Interest Owners in the committed tracts, and
the owner of such interest. Such negotiated basis of participation is sub-
ject to preliminary approval of the Director and the Commissioner.

After the effective date hereof, joinder by a Royalty Owner must
be consented to in writing by the Working Interest Owner committed hereto
and responsible for the payment of any benefits that may.accrue hereunder
of such Royalty Interest. Joinder by any owner of a Royalty Interest, at
any time, must be accompanied by appropriate joinder by the owner of the
corresponding Working Interest in order for the interest to be regarded as
effectively committed hereto. Joinder to the Unit Agreement by a Working
Interest Owner, at any time, must be accompanied by appropriate joindef
to the Unit Operating Agreement in order for the interest to be regarded as
effectively committed to this Unit Agreement. Except as may otherwise
herein be provided, subsequent joinders to this Agreement shall be effective
as of the first day of the month following the filing with the Land Commissioner,
Commission and the Supervisor of duly executed counterparts of all or any
papers necessary to establish effective commitment of any tract to this Agree-
ment, unless objection to such joinder is duly made within sixty (60) days by
the Land Commaissioner, Commission or Director.

ARTICLE 34. EXECUTION

34,1 This Agreement may be executed in any number of counter-
parts no one of which needs to be executed by all parties, or may be ratified
or consented to by separate instrument in writing specifically referring
hereto and shall be binding upon all those parties who have executed such
counterpart, ratification, or consent hereto with the same force and effect
as if all such parties had signed the same document and regardless of whether
or mot it is executed by all other parties owning or claiming an interest in the
lands within the above described Unit Area.

34.2 '"Joinder in Dual Capacity'., It shall not be necessary for

parties owning both Working Interests and Royalty Interests to execute this



Agreement in both capacities in order to commit both classes of interests.
Execution hereof by any such party in one capacity shall also constitute
execution in the other capacity.

34.3 "Recording'. For recording purposes in the office of the
County Clerk of Lea County, State of New Mexico, or in any other govern-
mental office wherein recording is required, Unit Operator is authorized to
include in one copy the signature sheets of all signed counterparts and of
all ratifications.

ARTICLE 35. TAXES

35.1 Unit Operator shall pay, or cause to be paid, all taxes
levied on or measured by the Unitized Substances in and under, or that
may be produced, gathered, and sold from the lands subject hereto, or
upon the proceeds or net proceeds derived therefrom to the extent that the
same are made payable by law by any Working Interest Owner. Each Work-
ing Interest Owner shall reimburse Unit Operator for taxes so paid on its
behalf and such Working Interest Owner shall make proportionate deductions
of such taxes as paid in settling with its Royalty Owners in each separately
owned tract. No such taxes shall be charged to the United States, the State
of New Mexico, or to any lessor who has a contract with his lessee which
requires the lessee to pay such taxes.

ARTICLE 36. UNITED STATES DEPARTMENT OF AGRICUL-

TURE STIPULATION

36.1 Nothing herein contained shall be construed as modifying
in any manner any special stipulations in applicable leases pertaining to the
United States Department of Agriculture jurisdiction.

ARTICLE 37. MEASUREMENT OF PRODUCTION AS OF THE

EFFECTIVE DATE

37.1 "Oil in Lease Tanks'. Unit Operator shall gauge all lease
and other tanks within the Unit Area to ascertain the amount of merchantable

oil produced from the Unitized Formation in such tanks, above the pipe line



connections, as of 7:00 o'clock, a.m., on the effective date hereof. The oil
that is a part of the prior allowable of the wells from wh‘ich it was produced
shall remain the property of the parties entitled thereto the same as if the
Unit had not been formed. Any such oil not promptly removed may be sold
by the Unit Operator for the account of the parties entitled thereto, subject
to the payment of all royalties, overriding royalties, production payments,
and all other payments under the provisions of the applicable lease or other
contracts. The oil that is in excess of the prior allowable of the wells from
which it was produced shall be regarded as Unit Production produced after
the effective date hereof.

37.2 "Overproduction'. If, as of the effective date hereof, any
tract is overproduced with respect to the allowable of the wells on that tract
and the amount of overproduction shall be regarded as a part of the Unit Pro-
duction produced after the effective date hereof and shall be charged to such
tract as having been delivered to the parties entitled to Unit Production
allocated to such tract.

ARTICLE 38. RELATIONSHIP OF PARTIES

38.1 '"No Partnership'. The duties, obligations and liabilities
of the parties hereto are intended to be several and not joint or collective.
This Agreement is not intended to create, and shall not be construed to
create, an association or trust, or to impose a partnership duty, obligation,
or liability with regard to any one or more of the parties hereto. Each
party hereto shall be individually responsible for its own obligations as
herein provided.

38.2 '"No Sharing of Market'. Nothing in this Agreement shall
be construed as providing, directly or indirectly, for any cooperative re-
fining or joint sale or cooperative marketing of Unit Production.

38.3 "Royait;,f Owners Free of Costs'. This Agreement is not
intended to impose, and shall not be construed to impose, upon any Royal-

ty Owner any obligation to pay for Unit Expense unless such Royalty Own-
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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:

L '

B—‘Y ’ i‘ - E‘f. f!.‘!"’ - Y -

4aswt, Becretary

UNIT OPERATOR
CITIES SERVICE OIL COMPANY

// fa?/z’? 2

Vice Pres ident

ADDRESS Cities Service Building

Bartlesville, Oklahoma




NEW MEXICO ENERGY, MINERALS OIL CONSERVATION DIVISION

2040 South Pacheco Street

& NATURAL RESOURCES DEPARTMENT Sani . N s 730

June 9, 1999

Cross Timbers Operating Company
3000 North Garfield, Suite 175
Midland, Texas 79705

Attn: Mr. Darrin L. Steed
RE: Injection Pressure Increase,

Southeast Maljamar Grayburg San Andres Unit,

Lea County, New Mexico
Dear Mr. Safargar:
Reference is made to your request dated June 4, 1999 to increase the surface injection pressure on
one well in the above referenced waterflood unit. This request is based on a step rate test conducted
on May 18, 1999. The results of the test have been reviewed by my staff and we feel an increase in

injection pressure is justified at this time.

You are therefore authorized to increase the surface injection pressure on the following well:

Maximum Surface
Well and Location Injection Pressure

Southeast Maljamar Grayburg San Andres Unit Well No.614
Unit Letter N, Section 29, Township 17 South, Range 33 East 2700 PSIG

The Division Director may rescind this injection pressure increase if it becomes apparent that the
injected water is not being confined to the injection zone or is endangering any fresh water aquifers.

Sincerely,

K. LUy 4 21

Lori Wrotenbery
Director

LW/MWA/kv

cc: Qil Conservation Division - Hobbs /
Files: 4th QTR 99 PSI-X; Case Files No. 3461, 11742; WFX-731




JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

SUITE B
612 OLD SANTA FE TRAIL
SANTA FE, NEW MEXICO 87501

(505) 982-2043
(505) 982-2151 (FAX)

March 13, 1997

Hand Delivered

Michael E. Stogner

New Mexico 0il Conservation Division
2040 South Pacheco Street

Santa Fe, New Mexico 87505

Re: Case 11742 (Application of Cross Timbers Operating
Company for Unit Expansion)

Dear Mr. Stogner:

Enclosed is a proposed order in the above matter, together with a
disk containing the order. As mentioned at hearing, Cross Timbers
would like to expand the unit effective April 1, 1997, so your
attention to this matter is appreciated. Thank you.

Very truly yours,

s
C ‘
ames Bruce

Attorney for Cross Timbers
Operating Company



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

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

CASE NO. 11742
ORDER NO. R-

APPLICATION OF CROSS TIMBERS
OPERATING COMPANY FOR UNIT
EXPANSION, LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on March 6, 1997,
at Santa Fe, New Mexico, before Examiner Michael E. Stogner.

NOW, on this day of March, 1997, the Division Director,
having considered the testimony, the record and the recommendations
of the Examiner, and being fully advised in the premises,

FINDS THAT:

(1) Due public notice having been given as required by law,
the Division has jurisdiction of this cause and the subject matter
thereof.

(2) The applicant, Cross Timbers Operating Company, is
operator of the Southeast Maljamar Grayburg-San Andres Unit, which
currently covers 1080 acres of state and federal land, described as
follows:

Township 17 Socuth, Range 33 East, N.M.P.M.

Section 29: WKNEY%, SE¥NEY, WY, SE%
Section 30: NEY%, N¥%SEY¥, SEYUSEY
Section 32: N¥N}, SEUNEY%

The unit was approved by Division Order No. R-3130, for the purpose
of conducting a waterflood project in the Maljamar Grayburg-San
Andres Pool, which was approved by Division Order No. R-3134. The
unitized formation is from the top of the Grayburg formation down
to and including 100 feet below the top of the San Andres
formation.



CASE NO. 11742
ORDER NO. R-
PAGE -2-

(3) The applicant seeks to expand the unit to include three
additional tracts, comprised of the 200 acres state and federal
land described below:

Township 17 South, Range 33 FEast, N.M.P.M.

Section 32: N%SEY¥ (unit tract 13)
Section 33: NWNWY (unit tract 11)
N%SWY% (unit tract 12)

The expanded unit area will be comprised of 400 acres of federal
land (31.25%) and 880 acres of state land (68.75%). The unit area,
after expansion, is described on Exhibit "A" attached hereto.

(4) No interested party appeared and objected to the proposed
expansion of the unit.

(5) The sole working interest owner in the unit, as expanded,
is Cross Timbers 0il Company, who has ratified the unit expansion.

(6) The royalty interest owners in the unit, the Commissioner
of Public Lands of the State of New Mexico and the Bureau of Land
Management of the United States Department of Interior, have
approved the expansion of the unit.

(7) There are numerous overriding royalty interest owners in
the three tracts to be added to the unit. A number of the
overriding royalty interest owners have ratified expansion of the
unit. Those who have not ratified the expansion of the unit will
continue to be paid on a lease basis by the unit operator.

(8) Due to differences in overriding royalty ownership in the
tracts to be added to the unit, there should be well location
restrictions on wells drilled or recompleted in the expanded unit
which offset the three additional unit tracts.

(9) The Maljamar Grayburg-San Andres Pool is continuous under
the unit, as expanded, and represents a common source of supply.

(10) The applicant has been further developing the unit since
1996 by drilling additional producing and injection wells, and has
plans to drill additional wells in the unit during 1997.

(11) The applicant estimated that the existing unit area will
produce 6,116,000 barrels of o0il from the Maljamar Grayburg-San
Andres Pool, with 58% of the production being secondary oil. The
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applicant also estimated that ultimate primary production from the
three tracts being added to the unit will be 536,000 barrels of
oil. If the secondary:primary recovery ratio for the expanded unit
area remains the same as for the existing unit area, expanding the
unit will allow the recovery of an additional 740,000 barrels of
oil.

(12) The Unit Agreement approved by Division Order No. R-3130
is not being amended by the applicant, octher than to revise
Exhibits A, B, and C thereto to reflect the three tracts being
added to the unit.

(13) The Phase II tract participation formula in the Unit
Agreement is being used to allocate production among the tracts in
the expanded unit area, and the formula is fair and equitable.

(14) All plans of development and operation, expansions or
contractions of participating areas, or expansions or contractions
of the unit area should be submitted to the Director of the
Division for approval.

(15) Approval of the Unit Agreement, as amended by the revised
Exhibits A, B, and C thereto, should promote the prevention of
waste and the protection of correlative rights within the expanded
unit area.

IT IS THEREFORE ORDERED THAT:

(1) The expansion of the Southeast Maljamar Grayburg-San
Andres Unit is hereby approved for oil and gas produced from the
top of the Grayburg formation to 100 feet below the top of the San
Andres formation underlying 1280 acres of federal land (400 acres,
or 31.25%) and state land (880 acres, or 68.75%) in Lea County, New
Mexico, as further described in Exhibit "A" attached hereto and
made a part hereof.

(2) The plan contained in the Unit Agreement for the
development and operation of the expanded unit area is hereby
approved in principle as a proper conservation measure; provided,
however, notwithstanding any of the provisions contained in the
Unit Agreement, this approval shall not be considered as waiving or
relinguishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Division to supervise
and control operations for the unit and production of oil and gas
therefrom.
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(3) Without prior approval of the Division, no well may be
drilled or recompleted in the Maljamar Grayburg-San Andres Pool
within 330 feet of (a) the boundary between the existing unit and
unit tracts 11, 12, and 13, or (b) the boundary between unit tracts
12 and 13.

{(4) 1In the event of subsequent joinder by any other party, or
expansion or contraction of the unit area, the unit operator shall
file with the Division, within 30 days thereafter, counterparts of
the Unit Agreement or ratifications of same reflecting the
subscription of those interests having joined or ratified.

(5) All plans of development and operation, all unit
participating areas and expansions or contractions of the unit
area, shall be submitted to the Director of the Division for
approval.

(6) This order shall be effective upon the first of the month
following approval by the Division, the Commissioner of Public
Lands of the State of New Mexico, and the appropriate agency of the
United States Department of Interior; this order ghall terminate
ipso facto upon the termination of said Unit Agreement; and the
last unit operator shall notify the Division immediately in writing
of such termination.

(7) Jurisdiction is hereby retained for the entry of such
further orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the date and year hereinabove

designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

WILLIAM J. LEMAY
[Seal] Director
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EXHIBIT "A"
CASE NO. 11742
ORDER NO. R-

SOUTHEAST MALJAMAR GRAYBURG-SAN ANDRES UNIT
CROSS TIMBERS OPERATING COMPANY
LEA COUNTY, NEW MEXICO

TOWNSHTIP 17 SOUTH, RANGE 33 EAST, N.M.P.M.

Section
Section
Section
Section

29:
30:
32:
33:

W¥NEY, SEYSEY, W%, SEY
NE¥%, N¥%SEY%, SEYSEY
N%NY%, SEYNEY, NY%SEY
NWLNWY, N%SWY



NEW MEXICO ENERGY, MINERALS OIL CONSERVATION DIVISION

2040 South Pacheco Street

& NATURAL RESOURCES DEPARTMENT (Ssaonst)aaI;;,-;l:;Moxico 87505

April 3, 1997

Kellahin and Kellahin

117 N. Guadalupe

P. O. Box 2265

Santa Fe, New Mexico 87504

RE: CASE NO. 11742
ORDER NO. R-3130-A
ORDER NO. R-3134-C

Dear Sir:

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

Sincerely,

Administrative Secretary

cc: BLM - Carlsbad
Pete Martinez - SLO




INOTICE OF ENLARGEMENT

lse I/ 792

UNIT NAME: SOUTHEAST MALJAMAR GRAYBURG SAN ANDRES UNIT
OPERATOR: CROSS TIMBERS OIL COMPANY

COUNTY: LEA
ORIGINAL
APPROVAL EFFECTIVE  OCC CASE NO. TOTAL
DATES DATE OCC ORDER NO. ACREAGE STATE

11-1-1966  CASE NO. 3461

1280.00 880.00 400.00

ORDER NO. R-3130

ORIGINAL APPROVALS

SLO--2-1-97
OCD--2-1-97
BLM--2-1-97

ENLARGEMENT APPROVALS

SLO--1-29-97
BLM--1-28-97

ENLARGEMENT EFFECTIVE DATE: 3-1-1997

UNIT AREA:

TOWNSHIP 17 SOUTH, RANGE 33 EAST

SECTION 29:
SECTION 30:
SECTION 32:
SECTION 33:

SE/4NE/4, W/2NE/4, W/2, SE/4
NE/4, N/2SE/4, SE/4SE/4
N/2N/2, SE/4NE/4, N2SE/4
NW/ANW/4, N/2SW/4

—FEDERAL

SEGREGATION
CLAUSE TERM
MODIFIED 5 YEARS
SO LONG AS

*The unit area is enlarged to include: NW/4NW/4, N/2SW/4, Section 33, N/2SE/4, Section 32-17S-33E, containing 200 acres.
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REVISED
EXHIBIT "B"
SEPTEMBER 1, 1996

SOUTHEAST MALJAMAR GRAYBURG/SAN ANDRES UNIT
LEA COUNTY, NEW MEXICO

Tract Description of Land # Acres Lease # Basic Royalty Lessee of Record ORR Owner and Production ORRWY Amount of wIO Amount of Wi Percent of
Number and Payment Owner PP} ORRI/PPI Participation in
Qwnership Unit Phase Il
Percentage Eff (9/1/70)
| N/2 SE/4, SE/4 SE/4 120 LC-060967 Us - Sch D Phillips Petroleumn Billy Frank Bunting ORRI .0010416 Cross Timbers 100.00000% 14.988906%
Sec 30-T17S-R33E HBP Company Robert H. Bunting ORRI 0010416 Oil Company
Charles Brice Dowaliby ORRI! .0020837
James M. Dowaliby ORRI .0020837
Mary Evelyn Roberts ORR! 0083327
Betty B. Thompson ORRI .0010417
David H. & Gay B. Bell Trust ORRI! .0031250
.01875
. N/2 NE/4, SW/4 NE/4 120 LC-062004 us - 12% OXY USA Inc. None None None Cross Timbers 100.00000% 2.174986%
Sec 30-T17S-R33E HBP Oit Company
SE/4 NE/4 Sec 30- 40 LC-062004 us - 12% OXY USA Inc. None None None Cross Timbers 100.00000% 3.217074%
T175-R33E HBP Oil Company
NW/4 Sec 29-T17S- 160 B-2229 State - 12% Phillips Petroleum None None None Cross Timbers 100.00000% 4.940182%
R33E Company Oil Company
W/2 NE/4, SE/4 NE/4 120 B-2229 State - 12% Phillips Petroleum Cross Timbers Oil Company ORRI 0546875 Cross Timbers 100.00000% 2.344968%
Sec 29-T17S-R33E Company Cross Timbers Oil Company ORRI 0273438 (1) Qil Company
Everett R. Jones, Jr. ORRI 0104167 (2)
Reuben |. Wolfson Properties ORRI 10213623 (1} (3)
Sam Wolfson ORRI 0213623 (1) (3)
Oscar A. Bourg, Jr. ORRI .0012207 (1) (3)
Bourg Heirs Blind Trust ORRI .0048828 (1) (3)
1412761
SWi4 Sec 29-T17S- 160 B-2518 State - 12% OXY USA inc. Shirley C. Childress ORRI 0078125 Cross Timbers 100.00000% 19.898855%
R33E John E. Cochran ORRI .0078125 Oil Company
Cross Timbers Oil Company ORRI 109375
125
SE/4 Sec 29-T17S- 160 B-2516 State - 12% Shell Oil Company None None None Cross Timbers 100.00000% 19.373548%

R33E Qil Company



Tract
Number

Description of Land

NW/4 NE/4 Sec 32-
T17S-R33E

E/2 NE/4 Sec 32-T17S-
R33E

N/2 NW/4 Sec 32-T17S-
R33E

NW/4 NW/4 Sec 33-
T17S-R33E

N/2 SW/4 Sec 33-T17S-
R33E

# Acres

40

80

80

40

80

Lease #

B-5310

B-5310

£-398

NM-010388
HBP

NM-04242
HBP

SOUTHEAST MALJAMAR GRAYBURG/SAN ANDRES UNIT

Basic Royalty
and
Ownership
Percentage

State - 12%

State - 12%

State - 12%

US-SchB

Us - 12%

LEA COUNTY, NEW MEXICO

Lessee of Record

OXY USA Inc.

OXY USA Inc.

OXY USA Inc.

Johnny & Maggie
Cockbumn

John W. Boone
Homer R. Denius
Don E. Woodward

J. B. Stephensen Est
C. W. Carson Estate
W. Siegenthaler

J. G. Wright

ORR Owner and Production
Payment Owner

R. G. Barton and O. Barton
Kelly H. Baxter

John William McDonald
David Graham McDonald
Suzanne M. Chambers
Milton M. Krasne

Marathon Oil Company

None

William F. Grauten
Morton M. Pepper

Danna Lynn Beil

JW & Lucy Boone

Cale W. Carson Jr.

Mary Kathryn Carson
Harriett Carson JUC
Deaton Investments
Homer R. Denius

William F. Grauten
Bernard E. Johnston

Mary Ellen Johnston
Elizabeth W. Knowles
Morton M. Pepper

Mary Lee Reese

Woodlan Saunders PER
Raiph Albert Shugart Trust
Pearl W. Siegenthaler
Bryan J. Stephenson Trust
Mary M. Stephenson Trust
Neil & Helen Weaver Rev Tr
Dan L. Williams Jr.

Kim Nel! Williams

J. Grady Wright & Wil

ORRI/
PRI

ORRI
ORRI
ORRI
ORRI
ORRI
ORRI

ORRI

None

ORRI
ORRI

ORRI
ORRI
ORRI
ORRI
ORRI
ORRI
ORRI
ORRI
ORRI

ORR{ -

ORRI
ORRI
ORRI
ORRI
ORRI
ORRI
ORRI
ORRI
ORRI
ORRI
ORRY
ORRI

Amount of
ORRI/PPI

009375
003125
.0010416
.0010417
.0010417
.003125
.01875

1093750

None

.0300000
.0300000

.0050000
0064453
.0128906
.0128907
.0150000
.0064453
.0322266
.0109375
0012500
.0012499
.0075000
0109375
.0037500
.0037500
0025001
.0064453
.0064453
.0064453
0064453
.0050000
0050000
.0064453
1750000

wio

Cross Timbers
Oil Company

Cross Timbers
Oil Company

Cross Timbers
Qil Company

Cross Timbers
Oil Company

Cross Timbers
Qil Company

Amount of Wl

100.00000%

100.00000%

100.00000%

100.00000%

70.00000%

Percent of
Participation in
Unit Phase Il
Eff (9/1/70)

6.374393%

7.568449%

1.978397%

3.922912%

6.382017%



“ract Description of Land
dumber
3 N/2 SE/4 Sec 32-T17S-
R33E
SUMMARY

Original Unit Acres

Proposed Expansion

(Tr 11, 12, 13)
TOTAL

5 Federa! Tracts
8 State Tracts
TOTAL

# Acres

80

1080
200

1280

400
880
1280

Lease #

E-398

SOUTHEAST MALJAMAR GRAYBURG/SAN ANDRES UNIT

Basic Royalty
and
Ownership
Percentage

State - 12%

LEA COUNTY, NEW MEXICO

Lessee of Record

OXY USA Inc.

ORR Owner and Production
Payment Owner

Thelma Cockburn, Trustee
Maggie Suetta Cockburn
Thelma Cockburn

James P. Dunigan, Inc.
Nan S. Gullahorn

J. B. Harrell, Jr.

Justin L. Harrell

Bubba Spears

These ORRI figures are based on average daily production of oil per well being less than 15 BO computed on a monthly basis.

To be increased to .03125 after 86,000 barrels of oit have been produced from this lease from depths above 4,500

ORRI/
PP

ORRI
ORR!
ORRI
ORRI
ORRI
ORRI
ORRI
ORRI

Amount of
ORRI/PPt

.000625
.013333
000625
0044071
.0002651
.0004927
.0001259
.0001259
.0199997

wio Amount of Wl Percent of
Participation in
Unit Phase I
Eff (9/1/70)

Cross Timbers 100.00000% 6.835313%
Oil Company

30.685895%
69.314105%
100.000000%

In the assignment to Carper Drilling Company, Inc., dated April 22, 1965, but effective April 1, 1965, recorded in Book 237 at page 188 of the Qil and Gas Records of Lea County, Wolfson Oil Company, a partnership
composed of Sam Wolfson and Reuben |. Wolfson, joined by their wives Ruth Ann Wolfson and Sarah Wolfson, and Oscar A. Bourg and Marie Eugenie Bourg, his wife, reserved an overriding royalty equal to the
difference between the interest assigned to Carper and the .75520833 net interest in production owned by them, 7/8 by Wolfson Oil Company and 1/8 by Oscar A. Bourg. The interest of .75520833 would be increased
by .02734375 as to any well from which the average daily production of oil averaged on a monthly basis is less than 15 barrels and decreased by .02083333 after the production of the first 86,000 barrels of oil.



REVISED
EXHIBIT "C"
SEPTEMBER 1, 1996

Tract Number Percent of Participation in
Unit Phase Il (Eff 9/1/70)

1 14.988906%
2 2.174986%
3 3.217074%
4 4.940182%
5 2.344968%
6 19.898855%
7 19.373548%
8 6.374393%
9 7.568449%
10 1.978387%
11 3.922912%
12 6.382017%
13 6.835313%

100.000000%



