STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES D
OIL CONSERVATION DIVISION

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

CASE NO. 11792

AMENDED APPLICATION OF DOYLE HARTMAN
TO GIVE FULL FORCE AND EFFECT TO
COMMISSION ORDER R-6447, TO REVOKE

OR MODIFY ORDER 4-4680-A, TO
ALTERNATIVELY TERMINATE THE

MYERS LANGLIE-MATTIX UNIT,

LEA COUNTY, NEW MEXICO

HARTMAN'’S RESPONSE IN OPPOSITION
TO OXY’S MOTION TO DISMISS

Applicant Doyle Hartman, Oil Operator (“Hartman”) hereby files this
Response in Opposition to the Motion to Dismiss filed by Oxy USA, Inc. (*Oxy”). As
Hartman will demonstrate, there is no factual or legal basis for Oxy’s Motion.
R

INTRODUCTION

Hartman filed an Application in this matter on April 28, 1997. An
Amended Application was subsequently filed May 8, 1997. By this proceeding,
Hartman seeks entry of an Order (a) enforcing the New Mexico Oil Conservation

Commission (“NMOCC”) Order R-6447," (b) recognizing that the operation of the Myers

' The misrepresentations in Oxy’s Motion to Dismiss begin with a gross mischaracterization of Hartman’s

position. Hartman does not “complain about Order R-6447.” Motion to Dismiss, p. 1. Instead, Hartman
seeks enforcement of the Order and all of its terms against Oxy.




Langlie-Mattix Unit ("MLMU") is controlled by the New Mexico Statutory Unitization Act
and Order R-6447, (c) revoking, withdrawing or modifying Order R-4680-A based upon
various procedural inadequacies which attended the entry of that Order, (d) holding that
the MLMU is no longer authorized as a secondary recovery unit and terminating the
MLMU as an approved waterflood unit, (e) requiring Oxy USA, Inc. (“Oxy”) as the
present operator of the MLMU to plug and abandon all unit wells at its sole cost and
expense, (f) requiring Oxy as the MLMU operator to return various constituent leases to
their respective lessee operators, and (g) revoking the 1,800 psi surface injection
pressure authorization contained in Order R-4680-A and requiring Oxy to abate water
out of zone problems caused by MLMU operations.

Oxy's Motion blatantly misrepresents the nature of the proceeding in
NMOCC Case No. 6987 and the express terms of Order R-6447, ignores the
procedural and due process inadequacies which attended the entry of Order R-4680-A,
and seeks to prevent the NMOCC and the New Mexico Oil Conservation Division
(“NMOCD") from exercising its continuing jurisdiction over the operation of the MLMU
and its jurisdiction pursuant to NMSA 1978, § 70-7-3 “to make and enforce such orders
and do such things as may be necessary or proper to carry out and effectuate the
purposes of the Statutory Unitization Act.”

It is understandable that Oxy seeks to avoid addressing the merits. Oxy
personnel either were ignorant of the Statutory Unitization Act and Order R-6447 or
have intentionally ignored them. Oxy has failed to apprise the NMOCD of problenls
with water out of zone as a result of MLMU operations, and has failed and refused to

abate such problems. Indeed, Oxy's one chance in this case is to convince the



NMOCD and the NMOCC not to consider the merits, to ignore the facts and law, and
dismiss the application based upon meritless challenges to Hartman's standing.
Hartman is confident that the NMOCD and the NMOCC will see through such tactics
once the facts become a matter of record.

This Response contains a Statement of Undisputed Facts (“Statement”).
The Statement is required because of the numerous misstatements, half-truths and
misrepresentations which Oxy offers in support of its Motion to Dismiss. Specific
citations to Oxy's Motion are included, and the misrepresentations are therein
documented in footnotes. Numerous documents are attached in order to demonstrate
the factual basis for this Response and to reveal Oxy’s misrepresentations.

1.
STATEMENT OF UNDISPUTED FACTS

Hartman offers the following Statement in support of this Application and
in opposition to Oxy's Motion to Dismiss:

1. In September, 1973, Skelly Oil Company (“Skelly”) filed two
applications with the NMOCC pertaining to the MLMU. The first, assigned Case No.
5086, sought approval of a Unit Agreement for the MLMU. A copy of the Application is
attached hereto as Exhibit A. The other, assigned Case No. 5087, sought approval for
secondary recovery by water injection in the MLMU and for rules governing operation of
the unit. A copy of Skelly’s Application in Case No. 5087 is attached hereto as Exhibit
B.

2. Both Applications were heard by the NMOCC, which entered Order

R-4660, approving the MLMU Unit Agreement, and approving the plan for development



and operation of the MLMU contained in the Unit Agreement, on November 16, 1973.
The NMOCC retained jurisdiction “for the entry of such further orders as the
Commission may deem necessary.” A copy of Order R-4660 is attached as Exhibit A
to the Hartman Application and Amended Application.

3. On November 20, 1973, the NMOCC entered Order No. R-4680
granting Skelly authority to institute the MLMU waterflood project. Order R-4680
expressly required the operator to “take all steps necessary to insure that the injection
water enters only the proposed injection interval and is not permitted to escape to other

i

formations . . . The NMOCC expressly retained jurisdiction “for the entry of such
further orders as the Commission may deem necessary.” A copy of Order R-4680 is
attached as Exhibit B to the Hartman Application and Amended Application.

4. In 1975, the New Mexico Legislature adopted the New Mexico
Statutory Unitization Act. Section 7 of that Act provides that “the order providing for

unitization and unit operation of a pool or part of a pool shall be upon terms and

conditions that are fair, reasonable and equitable and shall approve or prescribe a plan

or unit agreement for unit operations which shall include . . . a provision for carrying any

working interest owner on a limited, carried, or net-profits basis, payable out of
production. . . “. (Emphasis added). The statute as originally adopted did not contain a
provision authorizing a non-consent penalty. A copy of the Statutory Unitization Act as
originally adopted is attached hereto as Exhibit C.

5. In 1977, Getty Oil Company (“Getty”) assumed operatorship of the
MLMU in place of Skelly. By letter dated November 1, 1978, Getty wrote to the United

States Geological Survey, the New Mexico Commissioner of Public Lands, and the



NMOCC confirming that centralized production facilities installation was completed in
1977. The letter goes on to recognize that “Tracts with unsigned interests will be
segregated until sign up is complete.” The holdouts required Getty to maintain separate
production facilities for the thirteen tracts affected,” and prevented Getty from entering
into lease-line agreements with off-set lease operators, thus prohibiting the conversion
of certain producing wells to injection wells. A copy of Getty’'s November 1, 1978 letter
is attached hereto as Exhibit D.

6. By letter dated February §, 1980 to MLMU working interest owners,
Getty announced its intention to apply for statutory unitization of the MLMU. Getty
requested the assistance of all the working interest owners in order to prepare for
statutory unitization. Getty requested that each of the working interest owners provide
Getty with a “current division order” showing all royalty interests in their tracts and
indicating which royalty interest owners had not ratified the Unit Agreement. Getty
indicated that “your prompt attention and cooperation will help us expedite
implementation of this proposal and hearing."3 A copy of Getty's February 5, 1980
letter is attached hereto as Exhibit E.

7. On June 21, 1980, Getty filed an Application with the NMOCC

pursuant to the New Mexico Statutory Unitization Act requesting approval of the MLMU

2 The thirteen tracts affected by the failure to ratify by the royalty interests included Tracts 43, 45, 50, 52,
53, 54, 55, 56, 61, 64, 65, 66 and 81.

3 Oxy argues in support of its Motion to Dismiss that the fact that none of the working interest owners was
provided with notice of hearing for Case No. 6907 demonstrates “no intention to affect the working interest
owners by statutory unitization.” Motion to Dismiss, p. 4, fn. 6. This statement is clearly contradicted by
Getty's February 5 correspondence, and is even contradicted by Oxy on the very next page of the Motion
itself where Oxy states “The owners of the working interest now owned by Hartman were notified of and
had the opportunity to appear in both [1973 and 1980] unitization hearings . . .”. Motion to Dismiss, p. 5.



under the Act providing for unitized management, operation and further development of
the Project Area, consisting of 9,360* acres, more or less, and depicted on the plat
attached as Exhibit B to the Application. A copy of William F. Carr's transmittal letter to
Joe D. Ramey dated June 19, 1980 is attached hereto as Exhibft G. A copy of Getty's
Application, which was assigned Case No. 6987, including the exhibits, is attached
hereto as Exhibit H. Exhibits C and D to the Application do not appear in the
NMOCD/NMOCC file for Case No. 6987, and will be sought by subpoena from the
records of Mr. Carr, who represented Getty and all other MLMU working interest owners
in connection with the 1980 Application for approval for statutory unitization for the
MLMU.

8. Mr. Carr’s transmittal letter refers to “certain small royalty interests”

as the subject of the unitization proceeding. This is the only document cited by Oxy

and found by Hartman'’s counsel in all the files that supports the theory of Oxy’s Motion

to Dismiss that Getty, in Case No. 6987, sought an order unitizing only “certain small

royalty interests. . . " Motion to Dismiss, p. 3, fn. 2. 5

* Oxy’s statement that the Application “did not change the boundary of the Unit” is very misleading,

because it is offered to support Oxy’s erroneous contention that Order R-6447 did nothing more than
unitize certain small royalty interests. While the boundaries of the MLMU may not have changed, the
acreage of the unit certainly did change. The MLMU unit area for which unitization was sought in 1980
contained 9,360 acres more or less, substantially less than the acreage, 9,923.68 more or less, that was®
the subject of the original unit. MLMU Tracts 34, 5, 9, 67, 78 and 92 were eliminated by statutory
unitization. A table depicting the Tracts eliminated from the MLMU by statutory unitization is attached as
Exhibit F.

* Oxy’s Motion to Dismiss is based upon the notion that the 1980 Getty Application sought a sort of hybrid
waterflood unit which compulsorily unitized and applied to only the holdout royalty interests citing, not to
the Application or Order R-6447, but to Mr. Carr’s transmittal letier which is attached hereto as Exhibit G.
The letter, which does not expressly exclude any MLMU Tracts or acreage from the scope of the
Application, is inconsistent with the Application and testimony offered at the hearings. Hartman does not
dispute that the desire to bring the holdout royalty interests into the MLMU was a motivating factor behind
the Application, and does not dispute that Order R-6447 unitized, inter alia, the holdout royalty interests.
That is not all the Order unitized.



9. Getty's Application did not seek an order unitizing only “certain
small royalty interests” which had not previously voluntarily agreed to unitization of the

MLMU. Instead, as provided by the Statutory Unitization Act, Getty sought statutory

unitization for the entire MLMU:

a. Getty represented in the Application that “The Proposed Unit Area
for which this application is made consists of 9,360 acres, more or less.”
This area, as described on Exhibit B to the Application, includes the entire
MLMU Unit area, including the tracts in which Hartman owns an interest.
The acreage associated with those tracts for which Getty did not have
ratification from the holdout royalty owners which are identified in
Footnote 1, supra, involved approximately 1,317.64 acres, more or less,
substantially less than the 9,360 acres, more or less, for which unitization
was requested, and are identified designated on Exhibit B to Getty’'s 1980
Application.

b. The plat of the Project Area for which the Application was made,
reflected in Exhibit B to the Application, includes the entire MLMU unit
area as it exists today.

C. Getty represented in its Application that “unitization and adoption of
unitized methods of operation will benefit the working interest owners and
the royalty owners of the oil and gas rights within the portion of the pool
directly affected.”

d. Getty represented in its Application that “approval of the statutory
unitization of the Myers Langlie-Mattix Unit sought hereunder is in the

interest of conservation, the prevention of waste and the protection of
correlative rights.” (Emphasis added).

See Exhibit H.

10. The NMOCC’s advertisement for Case No. 6987 stated that Getty
sought an order unitizing “all mineral interests” in the MLMU, encompassing 9,360
acres, more or less. The advertisement also noted that, among the matters to be

considered at the hearing, was the “time of commencement” of unit operations. A copy

of the advertisement is attached as Exhibit .



11.  During the hearing on Getty's Application held before the NMOCC

on August 5, 1980, Getty representatives testified as follows:

a. “With this application, Getty Oil Company is seeking to statutorily
unitize for the purpose of continued secondary recovery operations those
mineral interests which underlie the Myers Langlie-Mattix Unit of which
Getty Oil Company is the operator.” No working interests or royalty
interests within the boundaries of the MLMU were discussed as being
excluded.

b. Unitization “will benefit all working interest owners, all royalty
interest owners, and all overriding royalty interest owners, as well.”

See a complete copy of the transcript of the August 5, 1980 hearing attached hereto as
Exhibit J, pp. 5-6.
12. At no time during the hearing in Case No. 6987 did Getty ever

indicate that it sought to exclude any working interest owner or royalty interest owner

who had voluntarily agreed to unitization from coverage under the order approving
statutory unitization for the MLMU. The hearing examiner, Dan Nutter, commented
during the course of the hearing that any tract included within the proposed unit area

would be covered by an order statutorily unitizing the MLMU unit area. Exhibit J, pp.

32-33. During the hearing, Getty's counsel, Mr. Carr, agreed with Mr. Nutter's
statement, and agreed to revise Exhibit “B” to the Unit Agreement to exclude certain
“window” tracts which were not to be included. Exhibit J, pp. 33-34.

13. Mr. Carr, counsel for Getty, recognized the need during the
hearing to explicitly exclude any tracts that were not intended to be covered by an order
of statutory unitization for the MLMU:

MR. CARR: Well, these tracts have been treated as if they were outside

of the unit. There are also some other tracts to the north and east that are
-- are the same. They're carried in here as unqualified tracts that were



within the original proposed area, but they are treated through out as if
they are not within the unit area at all and not, therefor, windows.

MR. NUTTER: Shouldn’'t the Exhibit B be revised to eliminate those
tracts?

MR. CARR: Well, perhaps it should be. It would be consistent with the
ad. It would be consistent with the legal -- with the application and all in
this case to do that, too, take those out and perhaps an additional revision
of Unit B would be necessary to avoid this confusion on this.
See Exhibit J, p. 34.
14.  Following the hearing, Getty revised Exhibit B to confirm the
exclusion of Tracts 4, 5, 9, 67, 78 and 82 (597.12 acres). Mr. Carr hand-delivered a
revised Exhibit B to the NMOCC by letter dated August 5, 1980, a copy of which is
attached as Exhibit K.
15.  The NMOCC entered Order R-6447 on August 27, 1980, approving

statutory unitization for “the Myers Langlie-Mattix Unit_area, comprising 9,360 acres,

more or less.” The Order does not refer in any form or manner to statutory unitization
for only the 1,317.64 acres representing the tract acreage for the holdout royalty
interest owners. The Order does not exclude any working or royalty interest within the
unit area, and expressly describes those tracts in which Hartman ultimately purchased
his working interest in 1984 and 1986. The order contains the following findings:
a. Getty seeks “the statutory unitization, pursuant to the “Statutory
Unitization Act,’ . . . of 9,360 acres, more or less . . . being known as the

Myers Langlie-Mattix Unit area . . . “.

b. Getty seeks “statutory unitization of this voluntary unit to enable it
to institute more effective and efficient operating practices . . . “.

C. The Commission found that “the unitized management, operation
and further development of the Myers Langlie-Mattix Unit area, as
proposed, is reasonably necessary to effectively carry on secondary
recovery operations . . . “.



d. In Finding No. 21(d), the Commission
prescribed “[A] provision for carrying any working
interest owner on a limited, carried or net-profit basis,

payable out of production . . .” for the MLMU Unit
Agreement and Unit Operating Agreement.
(Emphasis added).

e. The Commission also found that “the statutory unitization of the
Myers Langlie-Mattix Unit Area is in conformity with the above findings,

and will prevent waste and protect the correlative rights of all owners of
interests within the proposed unit area, and should be approved.”
(Emphasis added).

A copy of Order R-6447 is attached hereto as Exhibit L.

as follows:

16. The NMOCC in the dispositive provisions of Order R-6447 provided

(56)  That the Myers Langlie-Mattix Unit Agreement as revised and the
Myers Langlie-Mattix Unit Operating Agreement as revised are approved
and adopted and incorporated by referenced into this order.

(6) That when, pursuant to the terms of Section 70-7-9 NMSA 1978,
the persons owning the required percentage of interest in the unit area
have approved or ratified the Unit Agreement and the Unit Operating
Agreement, the interests of all persons within the unit area are unitized
whether or not such persons have approved the Unit Agreement of the
Unit Operating Agreement in writing. (Emphasis added).

17.  Order R-6447 does not exclude any working interest owner or

royalty interest owner, or any qualified tract within the MLMU Unit Area, from the force

and effect of its approval of statutory unitization of the MLMU. See Exhibit L.

18. By Order R-6447, the Commission retained jurisdiction for the entry

of such further orders as the Commission may deem necessary. See Exhibit L.

19. Following the issuance of Order R-6447, and pursuant to the

provisions of the Statutory Unitization Act, § 70-7-8, Getty was required to secure

10



approval of the plan of unit operations approved by the statutory unitization process
from the working interest and royalty interest owners in the MLMU. By letter dated
September 15, 1980, Getty wrote to all royalty interest owners and all working interest
owners, recognizing that Order R-6447 approved “statutory unitization of the Myers
Langlie-Mattix Unit.” (Emphasis added). Getty circulated with the September 15 letter
a document entitled “Ratification and Approval of the Plan for Unit Operations as Stated
in the Unit Agreement and Unit Operating Agreement of the Myers Langlie-Mattix Unit,
Lea County, New Mexico (“Ratification and Approval”) for signature by all working
interest and all royalty interest owners. A copy of Getty’'s September 15, 1980 letter to
royalty interest owners is attached hereto as Exhibit M.

20. On September 23, 1980, Hartman’s predecessor in interest, Sun
Oil Co., executed as a working interest owner the Ratification and Approval prepared
and submitted by Getty. The Ratification and Approval recognizes that Order R-6447,
entered August 27, 1980, approved “statutory unitization of the Myers Langlie-Mattix
Unit . . . “. The Ratification and Approval cites expressly to Order R-6447 and
acknowledges receipt of a copy of the Order:

The undersigned hereby acknowledges receipt of copies of said New
Mexico Oil Conservation Commission Order No. R-6447 and Unit
Agreement and further acknowledges that the plan for unit operations

prescribed in said documents has been ratified and approved and
unconditionally delivered on the date set out herein below. (Emphasis

added).
A copy of Sun’s Ratification and Approval, along with the transmittal letter to Getty, is

attached as Exhibit N.°

® Oxy’s Motion to Dismiss cites only to the ratifications executed by various working interest owners and
royalty interest owners in 1973 when the unit was first created and approved. See Motion to Dismiss, p.
5, fn. 7. Oxy does not try to explain why working interest owners who previously voluntarily agreed to

11



21.  On September 30, 1980, Hartman's predecessor in interest Gloria
Bundy executed an identical Ratification and Approval prepared and submitted by
Getty. A copy of Bundy's Ratification and Approval is attached as Exhibit O.

22. Al of Oxy's predecessors in interest executed an identical
Ratification and Approval. On September 29, 1980, Getty, Oxy's predecessor in
interest, executed the Ratification and Approval thereby agreeing to the plan for unit
operations prescribed in the Unit Agreement and Order R-6447. A copy of Getty's
Ratification and Approval is attached as Exhibit P. A notebook including all
Ratifications and Approvals executed in connection with the statutory unitization
process will be submitted at the hearing.

23.  Getty’s September 15, 1980 letter, as well as the Ratification and
Approval forms that were submitted to the MLMU royalty interest owners and working
interest owners, did not indicate in any way that any working interest or royalty
interests, or any tracts within the MLMU Unit area, were to be treated differently one
from the other or were being excluded from the provisions and effect of Order R-6447.

24. By letter dated December 24, 1980, Raymond W. Blohm of Getty
wrote Mr. Carr, attaching a signed and notarized Affidavit stating that Oxy had received
in excess of 75% of the royalty and working interest owners’ approvals required for
statutory unitization. The affidavit, which is attached to the letter, states in pertinent
part as follows:

a. “On June 19, 1980, Getty Oil Company filed an application with the
New Mexico QOil Conservation Division under the New Mexico Statutory

Unitization Act . . . seeking an order providing for statutory unitization of

unitization are required by NMSA 1978 § 70-7-8 to ratify the statutory unitization order if they are not
subject to nor affected by statutory unitization or the terms of the Order creating the statutory MLMU.

12



the Myers Langlie-Mattix Unit in Lea County, New Mexico.” (Emphasis
added).

b. The Commission entered Order R-6447 “approving the application
of Getty Oil Company for statutory unitization of the Myers Langlie-Mattix
Unit.” (Emphasis added).

C. Getty intends to “commence unitized operations of the Myers
Langlie-Mattix Unit under Oil Conservation Division Order No. R-6447 on
January 1, 1981 at 7:00 a.m.”
A copy of Mr. Blohm'’s letter to Mr. Carr, including a copy of the affidavit is attached
hereto as Exhibit Q.
25. Following receipt of the affidavit, Mr. Carr submitted same to the
Commission by transmittal letter dated December 28, 1980. On January 5, 1981, Joe
D. Ramey, the Secretary of the Commission and Division Director, wrote Mr. Carr as
follows:
The above percentages of ratification or approval of the plan for unitized
operations meet the criteria set forth by Section 70-7-8, NMSA, 1978

Comp., and were also within the time limit prescribed by said Section 70-
7-8. ltis therefore hereby determined that Commission Order No. R-6447

unitizing all interests in the Myers Langlie-Mattix Unit Area, Lea County,

New Mexico, is in full force and effect. (Emphasis added).
A copy of Mr. Ramey’s January 5, 1981 letter to Mr. Carr is attached hereto as Exhibit
R.

26. There is no record in the NMOCD file of Case No. 6987 that Mr.
Carr ever complained of the all inclusive wording of Order R-6447 or to Mr. Ramey'’s
letter by indicating that these operative instruments mischaracterized the nature of the

statutory unitization process as having unitized “all interests” in the MLMU instead of

just the holdout royalty interest owners.

13



27.  Hartman acquired his working interest in the MLMU by virtue of two
separate assignments: The first was an assignment in Tract 29 from Gloria Bundy in
1984, and the second involved the assignment from Sun Oil Company (“Sun”) dated
January 2, 1986 (“Sun Assignment”).7 Hartman'’s acquisition of Sun’s interest included
interests in tracts 19, 20, 21, 22, 23, 24, 25, 26, 29 and 72. By virtue of the Sun
Assignment, Hartman acquired 35.546875% of Sun’s working interest in the MLMU.
During 1993, Hartman expressly informed Oxy of his acquisition of MLMU ownership
from Sun and Bundy. A copy of Hartman’s December 9, 1993 letter to Oxy is attached
hereto as Exhibit S.

28. In 1986, the New Mexico Legislature amended certain provisions of
the Statutory Unitization Act. Among the provisions amended was the provision that is
now Section 70-7-7(F), the carried interest provision. The 1986 Amendment added
language which authorized a non-consent penalty in the event any working interest
owner were to exercise his or her right to become a carried interest as follows:

... provided that any non-consenting working interest owner

being so carried shall be deemed have relinquished to the

unit operator all of its operating rights and working interests

in and to the unit until his share of the costs are repaid, plus

an amount not to exceed two hundred percent of such

costs as a non-consent penalty, with maximum penalty

amount in each case to be determined by the Division.

A copy of the 1986 Amendment is attached hereto as Exhibit T.

" Notwithstanding documentation in Oxy’s own files which confirms the identity of the parties from whom

Hartman actually received his MLMU assignments, Oxy erroneously states that Hartman obtained his
MLMU working interest from (a) Texas Pacific Oil Company, (b)Texas Pacific Oil Company, Schmitz,
Scott, et. al., and (c) Gulf Oil Corporation. Motion to Dismiss, p. 4 and fn. 5. This misrepresentation is
apparently intended to assist Oxy in its reliance on the 1973 ratifications and its efforts to conceal the
1980 ratifications from the NMOCD and NMOCC.

14



29. Following the 1986 Amendment to the Statutory Unitization Act,
several cases seeking approval for statutory unitization were filed where the operator
sought to invoke the non-consent penalty provisions of the amendment, but only as to
those working interest owners who had not agreed in writing to participate in the unit
prior to the entry of the order approving statutory unitization. Case No. 9210, the
Application of Pelto Oil Company for Statutory Unitization for the Twin Lakes-San
Andrews Associated Pool in Chavez County, New Mexico is an example. In Order R-
8557 approving statutory unitization, the NMOCD approved the application, approved
or prescribed a provision for carrying any working interest owner as required by Section
70-7-7(F), and approved a provision whereby only those working interest owners who
had not agreed in writing to participate in the unit prior to the date of the order were
subject to the 200% non-consent penalty. Those who had voluntarily joined the unit
were afforded the right to go non-consent without penalty. A copy of Order No. R-8557,
with Pelto’s letter to Examiner Stogner on this issue, is attached hereto as Exhibit U.

30. From 1986 through the May, 1994 billing month, Hartman paid all
joint interest billings submitted by the MLMU operator. During that same period,
Hartman was underproduced as to his share of gas and natural gas liquids produced
from the unit, even though there was no gas balancing agreement in place which
authorized underproduced status. A copy of Oxy’s gas balancing statement dated
January, 1995, for production date January 1994 (revised) is attached as Exhibit V.

31. In 1994, Oxy began a redevelopment program which represented a
significant modification of the unit plan of development as approved under Orders R-

4660 and R-6447, including the drilling of infill wells which were intended to result in

15



certain quantities of primary recovery (“1994 Redevelopment Program”). At no time did
Oxy inform working interest owners of the existence of Order R-6447 or of their right to
go non-consent and become a carried interest with respect to unit operations. A copy
of Oxy’s AFE to working interest owners of over $5 million is attached hereto as Exhibit
W.

32. Hartman immediately voiced his objections to the redevelopment
program and on August 19, 1994, ceased paying Oxy’s joint interest billings.8 Hartman
wrote to Oxy on August 23 and on August 24, 1994 unequivocally objecting to the
redevelopment program on the grounds that the proposal was financially unsound.
Hartman indicated his intention to go non-consent with respect to Oxy’s proposed
redevelopment program. Hartman also pointed out that Oxy’s redevelopment program
went beyond the scope of the authorized plan of development for the MLMU, which was
not formed or authorized to recover undeveloped primary reserves. Because the
secondary oil reserves originally contemplated for recovery by the MLMU had been
produced, Hartman gave Oxy notice that he was entitled to develop his own primary
reserves under his leases. Hartman also pointed out that the MLMU participation
factors did not take into account previously undeveloped primary reserves, and that
Oxy had not taken the necessary steps to compute and obtain approval of new
participation factors for the redevelopment program. Copies of Hartman’s letters are

attached as Exhibits D and E to the Application and Amended Application.

® Other working interest owners, including Lamar Hunt and Headington Minerals, believed they had the
right to go non-consent with respect to the 1894 Redevelopment Program. See Oxy Memo dated
10/25/94 attached hereto as Exhibit X. Others, including James A. Davidson, approved the project
because Oxy never informed them of their right to go non-consent.

16



33.  Oxy recognized Hartman'’s objection to the redevelopment program
and his determination to go non-consent. Oxy's response was to deny Hartman'’s right
to go non-consent. It contended that Hartman's options were to either participate in the
redevelopment program, or assign away his interest in the MLMU to Oxy. See letters
from Oxy to Hartman dated August 19 and September 13, 1994, attached as Exhibits F
and G to Hartman’s Application and Amended Application.

34.  On November 22, 1994, Oxy filed an application with the NMOCD
in Case No. 11168 (“1994 Application”). The 1994 Application did not reference Order
R-6447 or otherwise inform the NMOCD of the statutory unitization of the MLMU.®

35. NMOCD Order WFX No. 460, issued May 11, 1978, provides that
Oxy, as MLMU operator, is required to establish that higher injection pressures will not
result in fracturing of the confining strata if it wishes to inject at a surface injection
pressure above 900 psi.

36. The 1994 Application and the Proposed Advertisement for the 1994
Application do not contain any reference or citation to Oxy's request for an 1,800 psi
surface injection pressure allowance for new injection wells that were to come on line in
connection with the 1994 Redevelopment Program which was, in part, the subject of

the 1994 Application.10 Oxy sent two separate mailings to Hartman and, presumabily,

° Oxy’s Motion to Dismiss does not even address Oxy's violation of NMOCD Order No. R-9708 with
respect to the 1994 Application. Order R-9708 provides that applications for Enhanced Oil Recovery
Projects shall contain the name of the unit and the date and number of the Division Order approving the
unit plan of operation. . . “. Even under Oxy’s misguided “dual unitization” theory, Order R-6447 applied to
the holdout royalty interest owners and should have been recognized in the 1994 Application.

'® In fact, as the testimony at the hearing demonstrated, Oxy had already implemented the 1994
Redevelopment Program, and had already completed new down spaced producer wells prior to filing the
1994 Application.

17



other working interest owners, in connection with the 1994 Application. The first notice
contained a cover letter, the application itself, the proposed advertisement, and the
form C-108 without attachments. None of these documents referenced the 1,800 psi
surface injection pressure request. The second mailing contained the C-108 form and
forty-five (45) pages of attachment. Mention of the 1,800 psi surface injection pressure
limitation authorization request is buried on pages 44 and 45 of the attachments to the
separately mailed C-108 form, not the C-108 mailed with the 1994 Application. A copy
of the C-108 with attachments is attached hereto as Exhibit Y.

37. Oxy presented no evidence at the hearing on the 1994 Application
to support an authorization for surface injection pressures of 1,800 psi for injection wells
in the project area. The attorney for Oxy submitted a proposed order following the
hearing which, if adopted, would have provided:

“(5) The injection wells or system shall be equipped with a

pressure limiting device which will limit the wellhead

pressure on the injection wells to no more than 0.2 psi/ft. of

depth to the uppermost injection perforations.

[Approximately 700 psi at the surface.]

38. The NMOCD entered Order No. R-4680-A on March 31, 1995
which authorized an 1,800 psi surface injection pressure on certain specified injection
wells yet to be installed (see Exhibit “B” to that order). A copy of Order No. R-4680-A is
attached as Exhibit Z.

39. Hartman has discovered, in connection with his attempt to re-enter
the Myers “B” Federal No. 30 well in November 1996, that water is and has been

escaping from the authorized injection zone within the MLMU causing the flooding of

gas reserves in the Yates Formation within the exterior boundaries of the MLMU and
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within the project area authorized by Order R-4680-A. See documents attached as
Exhibit AA.

40.  Order R-4680-A specifically retains jurisdiction for the entry of
“such further orders as the Division may deem necessary.”

41.  The substantial MLMU 1994 Redevelopment Program is a financial
failure. Total revenues for the period June, 1994, when Oxy implemented the
Redevelopment Program, until January, 1997, were $8,158,696. Operating costs alone
for the same period (excluding over $8,000,000 capital costs for the Redevelopment
Program) were $8,053,704. The MLMU thus shows a 32-month income over cost of
production of only $104,992, with no recoupment of the large capital expenditure.”

42.  Since Hartman went non-consent on August 19, 1994 with respect
to Oxy’s 1994 Redevelopment Program, he has maintained all revenues received from
the sale of his share of crude oil from the MLMU in a segregated account.’

43. Oxy has never notified Hartman or Hartman's oil purchaser that
Oxy is entitled to the proceeds from the sale of Hartman’s share of crude oil from the
MLMU.

44, On March 10, 1997, Oxy filed an action in the Dallas County

District Court seeking to recover from Hartman for Oxy's joint interest billings to

"' Oxy does not even address the financial aspects of the 1994 Redevelopment Program except to argue
that the NMOCD has no continuing jurisdiction over Order R-4680-A.

' Oxy falsely contends that Hartman has “precluded” Oxy from taking Hartman’s share of production by
selling his own oil. Motion to Dismiss, p. 15. When Oxy denied Hartman’s right to go non-consent, it gave
Hartman no choice but to sell his oil and hold his proceeds in a segregated account pending resolution of
the issues raised in this Application. Hartman contracted to sell his oil because Oxy, prior to 1994, had
been improperly controlling Hartman’s and selling that oil without Hartman’s consent at an artificially low
posted price.
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Hartman in connection with the 1994 Redevelopment Program. On March 24, 1997,
Oxy filed a similar action in Lea County District Court. By agreement of the parties, the
Dallas County action has been dismissed, and the parties are litigating all matters at
issue in the Lea County action.™

45. NMOCD has considered numerous applications for statutory
unitization since enactment of the Statutory Unitization Act in 1975. In each of those
applications, the Order approving statutory unitization provides that all interests within
the designated unit were being statutorily unitized. The Orders uniformly prescribe a
plan or unit agreement which contains “a provision for carrying any working interest
owner. . . “. In none of those orders is there any indication of statutory unitization of less
than all interests within the unit area for the unit at issue. A chart depicting the status of
NMOCD statutory unitization cases is attached hereto as Exhibit BB.

1.
ARGUMENT AND AUTHORITIES

Hartman seeks in this proceeding to have Order R-6447 applied and
enforced with respect to MLMU unit operations. See Amended Application, pp. 16-21.
Oxy has refused to recognize the right of Hartman and other working interests owners
in the MLMU to go non-consent with respect to unit operations, including Oxy’s costly,
ineffective, and financially disastrous 1994 Redevelopment Program. Oxy’'s delusional
argument in support of its Motion to Dismiss is advanced because Oxy stands to lose

significantly, both in terms of being barred from attempting to collect joint interest

'3 On May 23, 1997, the day Oxy filed its Motion representing that all issues are the subject of “pending
civil litigation in Dallas County, Texas,” Motion to Dismiss, p. 15, Hartman and Oxy agreed to litigate their
dispute in the Lea County proceeding.
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billings from Hartman, and because of liability it could face to other working interest
owners who it improperly coerced into funding the 1994 Redevelopment Program, if the
NMOCC gives full force and effect to the express terms of Order R-6447.
Oxy’s arguments in support of its Motion to Dismiss can be condensed
into three primary points:
(1)  That Hartman is not entitled to the benefits of the provisions of
Order R-6447 under Oxy’s theory that interest owners who agreed
to unit operations of the MLMU were not statutorily unitized by
Order R-6447;
(2)  That Hartman'’s failure to participate in the hearing on the 1994
Application excuses procedural and due process defects which
attended the entry of Order R-4680-A, and which would otherwise
render that order void or voidable; and
(3)  That the NMOCD and NMOCC have no continuing jurisdiction over
the orders they enter, and that Hartman consequently has no right
to seek modification or withdrawal of those orders based upon a
change in circumstances since the entry of the Orders.
Each of these misguided arguments will be dealt with in turn.
POINT ONE
ALL WORKING INTEREST AND ROYALTY INTEREST
OWNERS IN THE MLMU ARE SUBJECT TO AND
ENTITLED TO THE BENEFITS OF ORDER R-6447
The legal effect of Order R-6447 must be determined by its express terms
and by the provisions of the New Mexico Statutory Unitization Act. Oxy, in contrast,
would have it determined by one sentence in a transmittal letter. Oxy’s approach is
factually unsupported and legally bankrupt.
Getty’s 1980 Application requested, and Getty received approval from the

NMOCC for statutory unitization of all interests in the MLMU, including those working
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interests subsequently assigned to Hartman. Statement, §{] 7-26. The operator and all
working interest owners are thus subject to the terms of order R-6447 and entitled to
rely on the express provisions of that order, including the provision which grants “any
working interest owner” the right to go non-consent and become a carried interest with
respect to unit operations.

Oxy’s argument is that the statutory unitization proceedings did not apply
to any working interest or royalty interest owner who had previously agreed to
voluntarily unitize the MLMU for secondary recovery operations. Motion to Dismiss, pp.
3-6. As one would expect for an argument drawn out of thin air, Oxy offers no authority
for this proposition, nor does it cite to any provision whatsoever in the Application, in
Order R-6447, or the New Mexico Statutory Unitization Act that supports its motion.

A. The Express Terms of Order R-6447 Apply to All Working and
Royalty Interests

Oxy's theory is refuted by the express terms of its Application and Order
R-6447. The Application seeks approval for statutory unitization “of the Myers Langlie-
Mattix Unit.” Statement, § 9. The acreage described in the application is the entire
acreage of the MLMU. |d. The application does not request the exclusion of any
working interest or royalty interest owners from the operation and affect of the order for
statutory unitization.™

The strongest evidence that Getty intended, and the NMOCC ordered

statutory unitization of all working interests and royalty interests in the MLMU, including

" The facts of this case strongly suggest that Oxy as take-over operator from Texaco was not even

aware of Order R-6447 until the filing of this Application because Oxy did not cite to Order R-6447 in its
1994 Application as required by NMOCD Order No. R-9708.
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those interests which had previously agreed to voluntary unitization, is found in the
express language of the Order itself. The Order approved statutory unitization for the
MLMU, including 9,360 acres. Statement, § 15. Had the NMOCC intended to
statutorily unitize only those tracts represented by the holdout royalty interests, the
Order would have described the acreage as 1,317.64 acres, more or less.

Paragraphs 3 and 4 of the NMOCC’s Findings reference the MLMU
voluntary agreement and the approval of that agreement by Order R-4680 in Case No.
5087. The NMOCC went on to enter Finding No. 5, which states:

That the applicant [Getty] seeks statutory unitization of this

voluntary unit to enable it to institute more effective and

efficient operating practices thereby extending the economic
life of the unit. (Emphasis added).

Following entry of the Order and completion of the ratification process, Getty
commenced “unit operations” for the entire MLMU project as approved by Order R-
6447. Statement, § 24.

Order R-6447 found that the MLMU Unit Agreement and the Unit
Operating Agreement included various provisions as set forth in Paragraph 21(a) - (g),
thereby revising the then-existing Unit Agreement and Unit Operating Agreement. The
carried interest requirement of Section 70-7-7F concerns only expense bearing working
interest owners. The finding set forth in Paragraph 21(d) of the Order applies to any
working interest owner without limitation. If the NMOCC did not intend its order
approving statutory unitization for the MLMU to apply to working interest owners who
had previously approved voluntary unitization, there would be no reason for the

NMOCC to have included such a finding in Order R-6447. Oxy accuses the
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Commission of an absurdity by mandating non-consent rights only to non-expense
bearing interests, i.e., holdout royalty interests which had not previously agreed to
voluntary unitization.

Indeed, the NMOCC would have no authority to approve statutory
unitization, or to issue an order approving statutory unitization for the MLMU, unless it
“approved[d]” or “prescribe[d]” a plan or Unit Agreement for unit operations which

includes a non-consent provision which applies to any working interest owner. Section

70-7-7F. The New Mexico legislature has mandated the inclusion of such a provision in

statutory unitization orders, and the NMOCD and NMOCC cannot modify the statute.

Continental Qil Co. v. Oil Conservation Commission, 70 N.M. 310, 373 P.2d 809 (1962)
(Oil Conservation Commission is a creature of statute limited and empowered by the
laws creating it). This mandatory non-consent provision will be read and incorporated
into any unit agreement which does not otherwise include such provision. NMSA 1978

§ 70-7-18; Romero v. Dairyland Ins. Co., 111 N.M. 154, 803 P.2d 243 (1990)

(mandatory statutory provision will be read into contract).

The absurdity of Oxy’s position is confirmed in paragraph 6 of the
dispositive provisions of the NMOCC's Order, wherein the NMOCC recites that upon
the ratification of the Unit Agreement and Unit Operating Agreement under the
Statutory Unitization Act, “the interests of all persons within the unit area are unitized
whether or not such persons have approved the Unit Agreement or the Unit Operating
Agreement in writing.” Clearly, NMOCC Order No. R-6447 statutorily unitized all

interests within the MLMU. See generally Statement, q{] 7-26. It does not contain a
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single word or phrase which even hints at the exclusion of any working interest or
royalty interest from the coverage and affect of the order approving statutory unitization.

It is black letter law that contracts, statutes and administrative orders
should not be construed or interpreted so as to render their terms and provisions
meaningless. Dairyland Ins. Co. v. Rose, 92 N.M. 527, 591 P.2d 281 (1979). They are
to be given effect according to their unambiguous terms. Key v. Chrysier Motors Corp.,
121 N.M. 764, 918 P.2d 350 (1996). Secret intuitions and unarticulated wishes do not

override the unambiguous language of a document. Southern Union Exploration Co. v.

Wynn Exploration Co., 95 N.M. 594, 597, 624 P.2d 536, 539 (Ct. App.), cert. denied, 95

N.M. 593, 624 P.2d 535 (1981). The express terms of Order R-6447 must be given full
effect, holding that the Order approved statutory unitization for all interests within the
MLMU, including all working interests and royalty interests.

B. The Statutory Unitization Act Does Not Contemplate a Hybrid or Dual
Unit

Oxy’s notion that an Order approving statutory unitization does not apply
to any party who had previously agreed to voluntary unitization is inconsistent with the
letter and spirit of the New Mexico Statutory Unitization Act. The Act expressly
anticipates that statutory unitization will apply to previously established units. NMSA
1978, § 70-7-10. Had the legislature intended to authorize the exclusion of some
interest owners who had previously agreed to voluntary unitization from the effect of
orders approving statutory unitization, it could have easily done so. Had the legislature
intended to authorize both a voluntary unit and a compulsory unit in one secondary

recovery operation, with one set of rules which apply to those who voluntarily agree to
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unitize and one set of rules which apply to those who are only unitized statutorily, it
could have done so. No such language is found in § 70-7-10, and no such intent is

reflected anywhere in the Act. See Skz, Inc. v. Petty, 782 P.2d 939 (Okla. 1989)

(where statute does not authorize pooling by wellbore, pooling order pooled entire unit,
not just wellbore).

The Act expressly provides that an Order approving statutory unitization
will result in “creating the unit . . . “. Section 70-7-6(C) provides that when the Division
determines that the necessary conditions exist,

[it shall make findings to that affect and make an order

creating the unit and providing for the unitization and unitized

operation of the pool. . . (Emphasis added).

The unit created was the MLMU, not a unit of holdout royalty interest owners.

The entire ratification process mandated by Section 70-7-8 refutes Oxy’s
dual unitization theory. If the terms of the order approving statutory unitization did not
apply to those who had previously agreed to voluntary unitization, there would be no
reason to require their ratification and approval of the plan of unit operations prescribed
by the Division in the order. Working interest owners who will bear the cost of unit
operations must approve the new plan of unit operations as established by the Division
and ratify the plan of unit operations precisely because they are affected by and subject
to the provisions of such orders.

C. Oxy’s Eleventh Hour Construction is Inconsistent with the

Understanding and Practice of the NMOCD in Other Statutory
Unitization Proceedings

Oxy’'s Motion does not cite to the precedent of other statutory unitization

proceedings. A review of the files in those cases shows why Oxy is hesitant to call
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those cases to the NMOCC’s attention: in all cases resulting in orders approving
statutory unitization, all working and royalty interests were unitized by virtue of the
order. None of those cases involved an order establishing dual unitization of working
interest owners depending upon whether they had agreed to voluntary unitization.

The West Square Lake Unit, established by NMOCD Order No. R-7375-A,
is instructive. By Order R-7375 entered October 20, 1983, the NMOCD approved the
West Square Lake Unit as a secondary recovery project and as a “voluntary unit
agreement.” Subsequently, J. Cleo Thompson and James Cleo Thompson, Jr., filed an
application for statutory unitization. At the time of the application, all working interest
owners in the unit had approved the unit agreement. Some of the royalty interest
owners had not yet joined. Nevertheless, in the Order approving statutory unitization of
the West Square Lake Field Unit, the NMOCD found that the Unit Agreement and Unit
Operating Agreement included a provision “for carrying any working interest owner on a
limited, carried and net-profit basis, payable out of production . . . “. If Oxy’s theory in
this case were correct, there would be no need for the inclusion of such a provision in
the Order, since all of the working interest owners had already voluntarily agreed to
unitization.

In several cases, the transcripts of the hearings on applications for
statutory unitization indicate that the NMOCD itself raised the issue of the requirement
of a carried interest provision in unit agreements and unit operating agreements during
statutory unitization proceedings. One particularly noteworthy example occurred in
Case No. 10062, the Application of Oxy USA, Inc. for Statutory Unitization for the

Central Corbin Queen Unit. That matter came on for hearing before Michael E. Stogner
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on September 5, 1990. Oxy was represented by Mr. Kellahin, its attorney in this case.

During the course of the proceedings, the following colloquy occurred between Mr.

Robert Stovall, counsel for the Division, Mr. Dickenson, Oxy’s representative, and Mr.

Kellahin:

BY MR. STOVALL:

Q. Is there a provision in either the Unit Agreement or the Unit
Operating Agreement for carrying of nonconsenting parties? [I'll preface
that by saying that | didn't find one as | skimmed through it?

A No, sir, there isn't. And the only reference | would make to that
would be that under the Statutory Unitization Act in 70-7, provision (F) it
does say that in the event you have a nonconsenting working interest
party, that they could be subject to cost, 100 percent plus 200 percent
penalty. The question never came up except one of Santa Fe
Exploration’s working interest parties asked me would he would be
exposed to that, and | said | could not answer that. There was a provision
under the Act --

Q. Let me interrupt you here, Mr. Dickenson. I'm reading 70-7-, “. . .
and shall approve or prescribe a plan for a Unit Agreement for unit
operations which shall include” -- and I'll go to your paragraph (F) -- “a
provision for carrying any working interest owner unlimited during a net
profits basis,” and further down it provides, “carrying plus an amount not
to exceed 200 percent.”

My interpretation of that statutory provision is that the Unit
Agreement or Unit Operating Agreement needs to have that provision for
carrying included in it. Would you been willing to amend the Agreement?

MR. KELLAHIN: No, sir. Mr. Stovall, we’'ve made the conscious
decision not to seek the nonconsent provisions that apply in the statute
and it's been intentionally deleted from the operating agreement.

MR. STOVALL: So, in effect the nonparticipating interest would be
carried at no penalty.

MR. KELLAHIN: That's right.
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The Order that the NMOCD subsequently entered in the Corbin Queen
matter contained a finding that the agreement included a “provision for carrying any
working interest owner on a limited, carried or net-profits basis, payable out of

{3

production . . . “. Obviously, in that proceeding, the NMOCD and Oxy recognized that
the mandatory provisions of the statute must be included in any order authorizing
statutory unitization, and that the statutory unitization order revises any agreement
which lacks the carried interest wording. A copy of relevant portions of the transcript of

that proceeding are attached hereto as Exhibit CC.

D. Oxy’s Misinterpretation Unfairly Discriminates Against Working
Interest Owners Who Agreed to Participate in the MLMU

According to Oxy, those working interest owners who were cooperative
and voluntarily agreed to participate in the unit prior to statutory unitization proceedings
are not entitled to the benefits of the mandatory provisions of Section 70-7-7F. Instead,
working interest owners who agreed to participate in the unit prior to statutory
unitization proceedings have two choices: either, they must pay their share of unit
operations and capital expenditures whether they believe them to be economically
sound or not, or they can forfeit their interest in the unit. Oxy’s cockeyed argument
leads to these conclusions: (a) the hold-out interest owners in the MLMU are treated
better then the owners who cooperated by signing on; and (b) the non-consent
requirement in Order R-6447 applies only to royalty owners who do not have to pay
expenses anyway.

Oxy's misinterpretation penalizes those who voluntarily agreed to

unitization and assisted the operator in statutory unitization proceedings. This result
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makes absolutely no sense, and is inherently unfair to those working interest owners,
including Hartman’s predecessors in interest, who voluntarily agreed to unitization and
assisted Getty in securing approval for statutory unitization. Those working interest
owners who voluntarily agree and assist in securing such approval are those most
entitled to the benefits and protections of the mandatory provisions of Section 70-7-7F.
Indeed, the NMOCD in other statutory unitization proceedings has
recognized just that principle. In several orders, the NMOCD has recognized, and
either approved or prescribed, a provision in the unit agreement which provides that
any working interest owner be carried if that working interest owner declines to
participate in any unit operation or program. Those who had previously voluntarily
agreed to unitization are entitled to an unqualified right to go non-consent, and are not
subject to any non-consent penalty. Statement of Facts § 29. Those orders typically

contain an additional provision applies the penalty only to those who did not agree to

voluntarily unitize:

Any working interest owner who has not agreed in writing to
participate in the unit prior to the date of this order should be
deemed to have relinquished to the unit operator all of its
operating rights and working interest in and to the unit until
his share of the costs have been repaid, plus an addition
200% thereof as a non-consent penalty and Section 70-7-
7.F. NMSA 1978.

See Order No. R-8557, attached hereto as Exhibit U. The NMOCD has consistently

recognized that all working interest owners are entitled to the benefits of Section 70-7-
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7.F, and that any less favored treatment should be directed toward those who did not
agree to voluntary unitization, not against those who did participate.™

E. Oxy’s Eleventh Hour Construction is Inconsistent With The Motive
Behind Getty’s 1980 Application

Getty represented that its application for statutory unitization was sought
in order to streamline the administration and operation of the MLMU, to enable Getty to
undertake certain agreements for the benefit of the unit, and to implement operating
practices which would extend the life of the unit. The problem Getty faced in 1980 as a
result of the holdout royalty interests was that it was required to maintain separate
facilities for those tracts which had not committed to voluntary unitization. In short, the
operation and administration of the MLMU was less economical because of the holdout
royalty interests and the need to treat some tracts differently.

Adoption of Oxy’s theory of dual unitization would increase administrative
inefficiency. If Oxy were correct, which is denied, Oxy would have to maintain separate
books and records, and apply three separate sets of rules to the various working
interest owners and royalty interest owners in the MLMU, depending upon whether they
were under voluntary or statutory unitization.'® Obviously, the adoption and recognition
of a dual unitization theory would only increase the burden on the operator and,
consequently, the unit, and would create separate classes of interest owners, some of

whom would be entitled to the benefits of mandatory statutory provisions, some of

'* There is no issue in this proceeding regarding the availability of a non-consent penaity. In 1980, when
Getty filed its Application, there was no non-consent penalty provision in the statute. None of the MLMU
operators has requested amendment or modification of Order R-6447 since 1986 for non-consent penaity.
'® There would be the voluntary owners who always have to pay; the involuntary owners who approve
AFEs; the involuntary owners who go non-consent.
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whom would not. Aside from the fact that this theory circumvents mandatory statutory
provisions, it makes absolutely no sense in the administrative practice of the unit.
POINT TWO

OXY’S LAWSUIT IS A COLLATERAL
ATTACK ON ORDER R-6447

NMOCC Order No. R-6447 is entitled to preclusive effect. Amoco

Production Company v. Heimann, 904 F.2d 1405 (10th Cir. 1990), cert. denied, 498

U.S. 942 (1990). Unitization orders made by the NMOCC must remain inviolate to
collateral attack. Id. Oxy has filed suit against Hartman to recover joint interest billings
associated with the 1994 Redevelopment Program to which Hartman timely objected
and voiced his desire to go non-consent.

The NMOCC expressly retained jurisdiction in Order R-6447 for the entry
of such further orders as the NMOCC may deem necessary. The New Mexico
Legislature has expressly vested the NMOCD and NMOCC with jurisdiction, power and
authority to make and enforce such orders and to do such things as may be necessary
or proper to carry out and effectuate the purposes of the Statutory Unitization Act.
NMSA 1978, § 70-7-3.

Questions about the operation of the MLMU subject to the Statutory
Unitization Act are within the primary jurisdiction of the NMOCC and the NMOCD, who
have not just the authority, but a statutory mandate to insure the legal operation of units
subject to the Act. Here, the undisputed evidence demonstrates that Oxy has violated
Order R-6447 by its ongoing refusal to recognize the right of MLMU working interest

owners to go non-consent with respect to unit operations. This body has every right to
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review the facts presented by this Application and enter an order confirming for the
benefit of Oxy and all working interest owners in the MLMU the nature, effect, and

meaning of the express terms of its Order. Amarex v. Baker, 655 P.2d 1040 (Okla.

1973) (petition to Corporation Commission to interpret or construe its own order is not a
collateral attack).
POINT THREE

THIS APPLICATION IS PROPER UNDER NMOCC’S
AND NMOCD’S CONTINUING JURISDICTION

In Order R-6447 and Order R-4680-A, the NMOCC and NMOCD both
retained jurisdiction for the entry of such further orders as may be necessary. As this
case demonstrates, changes in circumstance and factual developments often occur
after the date of entry of an Order which require subsequent action by an administrative
agency after entry of an order. That is the very purpose for including the retained
jurisdiction provision in the orders. Oxy's Motion to Dismiss seeks to deprive the
NMOCC and the NMOCD of its continuing jurisdiction.

Under the jurisdiction vested by Section 70-7-3 and given the express
retention of jurisdiction by Orders R-6447 and R-4680-A, the NMOCC and NMOCD are
entitled to consider all matters presented by this Application. Those questions include
whether Oxy’s operation of the MLMU is inconsistent with the Statutory Unitization Act,
whether Oxy has violated Order R-6447 and the Act in its operation of the MLMU,
whether changed circumstances in the form of the failed 1994 Redevelopment Program
justify termination or substantial modification of the operation of the MLMU, and

whether Oxy’s operation of the MLMU has caused a water out of zone problem. These
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issues involve changed circumstances developed or discovered since the entry of the
orders. Changed conditions are sufficient to justify review of a previously issued order,
and such review does not constitute a collateral attack on the order. Wood OQil

Company v. Corporation Commission, 205 Okla. 534, 239 P.2d 1021 (1950); Railroad

Commission of Texas v. Aluminum Co. of America, 380 S.W.2d 599 (1964).

Oxy is the unilateral cause of the problems and conflicts at issue in this
Application. In filing its Application in Case No. 11168, Oxy failed to apprise the
NMOCD of the existence and effect of Order R-6447. Consequently, the NMOCD
considered and granted Oxy's application as if the provisions of the Statutory
Unitization Act did not apply, and on the assumption that Oxy did not need to make the
necessary showing in support of the application which sought an amendment to the
plan of unit operations. NMSA 1978 § 70-7-9. Having unilaterally caused the problem
at issue by its failure to recognize the existence of Order R-6447, Oxy cannot be heard
to complain that the NMOCC and the NMOCD are without jurisdiction to remedy the
problem.

Oxy’s complaint about the timing of Hartman's application and his
objections to Oxy’s conduct is particularly inappropriate. Hartman elected to go non-
consent with respect to unit operations in August, 1994, but Oxy has denied that
Hartman has that right. Hartman has not paid his share of joint interest billings since
that time, and has maintained all revenues from his share of crude oil from the MLMU in
a segregated account because Oxy has refused to recognize his right to go non-
consent and has refused to take his share of proceeds as provided by Order R-6447.

Oxy did not, however, institute its lawsuit against Hartman in violation of Order R-6447
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until March, 1997, almost three (3) years after Hartman elected to go non-consent and
stopped paying MLMU invoices submitted by Oxy. Under the circumstances, there was
no reason for Hartman to file this Application untii Oxy demonstrated its intent to
collaterally attack Order R-6447 by filing suit against Hartman. Once Oxy determined to
undertake such a course of action, Hartman immediately and in a timely manner sought
relief in the form of this Application regarding all issues arising from Oxy’s failure to
recognize and give full force and effect to the terms of Order R-6447, as well as issues
relating to whether Oxy’s operation of the MLMU has caused waste and failed to protect
the correlative rights of working interest owners in the MLMU.

Obviously, Hartman did not have evidence supporting his contention that
the 1994 Redevelopment Program was a financial failure until the program was given a
sufficient opportunity to play out to demonstrate its ineffectiveness. The facts
supporting Hartman’s contention will be presented at hearing, at which time Oxy will
have ample opportunity to present any evidence it can muster to support the financial
integrity of the program. These matters involve changed circumstances since the entry
of Order R-4680-A, and which could not have been presented in 1994.

The NMOCD and the NMOCC clearly have continuing jurisdiction to
monitor surface injection pressure authorizations for the MLMU. Hartman did not
discover evidence demonstrating water out of zone as a result of MLMU operations until
November, 1996, when he attempted to rework the Myers “B” Federal No. 30 (*"Myers”)
well in Section 5, T-24-S, R-37-E, which lies within the exterior surface boundaries of
the MLMU. During the re-entry of the Myers well, Hartman encountered large quantities

of water in the gas productive Yates Formation, where water is not naturally occurring in
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this area. This evidence strongly suggests that the operation of the MLMU, including
excessive surface injection pressures, has caused a water out of zone problem, which
the NMOCD and the NMOCC have the power and duty to investigate.

POINT FOUR

THE NMOCD AND NMOCC HAVE AUTHORITY
TO REVIEW AN ORDER IMPROPERLY ENTERED

Hartman’s Application and Amended Application have documented
numerous procedural and due process problems which attended the entry of Order R-
4680-A. Oxy largely ignores these problems, except to argue that Hartman had notice
with respect to the 1,800 psi surface injection pressure authorization request that was
buried in documents attached to a C-108 form. Oxy does not explain why the request
was not set out in the application itself, why no evidence was introduced at the hearing
to support the authorization, or how the 1,800 psi surface injection pressure
authorization came to be embodied in Order R-4680-A.

Again, Oxy seeks to preclude review by the NMOCC and the NMOCD of
the numerous procedural defects that attended the entry of Order R-4680-A. However,
Oxy is the cause of the problem. Had Oxy notified the NMOCD and working interest
owners in its Application in Case No. 11168 of the existence of Order R-6447, had it
provided sufficient notice to the working interest owners of its request for an excessive
surface injection pressure, and had it complied with the provisions of Section 70-7-9 in
its request for amend unit operations by its 1994 Application, all affected parties would
have had sufficient notice of the issues posed by Oxy’s Application. Oxy failed to do

s0. Under the circumstances, Order R-4680-A should be vacated and held to be void
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or voidable. Uhden v. New Mexico Oil Conservation Commission, 112 N.M. 528, 817

P.2d 721 (1991).
\"2

CONCLUSION

Based upon the foregoing facts and authorities, Hartman respectfully
requests that Oxy's Motion to Dismiss be denied in its entirety, and that Oxy’s
Application and Amended Application be scheduled for hearing before the full NMOCC
at the presently scheduled special hearing set for June 30 - July 2, 1997. Because
Oxy’s Motion to Stay Discovery is based solely on its Motion to Dismiss, which has
been shown to be meritless, that Motion should also be denied.

Respectfully submitted,
GALLEGQS LAW FIRM, P.C.

o] o

" J.E. GALLEG

MICHAEL J. NDON
460 St. Michael’s Drive, Bldg. 300
Santa Fe, New Mexico 87505
(505) 983-6686

CERTIFICATE OF SERVICE

| hereby certify that | have caused a true and correct copy of Hartman’s
Response in Opposition to Oxy’s Motion to Dismiss to be hand-delivered on this %
day of June, 1997 to the following counsel of record:

William F. Carr

Campbell, Carr, Berge & Sheridan

110 N. Guadalupe, Suite 1
Santa Fe, New Mexico 87501
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Thomas W. Kellahin

Kellahin & Kellahin

117 N. Guadalupe

Santa Fe, New Mexico 87501

éW[,’mL

Mlchael J. Condo

38



Exhibit A

Exhibit B

Exhibit C

Exhibit D

Exhibit E

Exhibit F

Exhibit G
Exhibit H
Exhibit |

Exhibit J

Exhibit K
Exhibit L
Exhibit M

Exhibit N

Exhibit O

Exhibit P

Exhibit Q

Exhibit R

EXHIBITS TO HARTMAN’S RESPONSE
IN OPPOSITION TO OXY’S MOTION TO DISMISS

September 1973 Skelly Oil Company NMOCC application pertaining to the
MLMU Case No. 5086

September 1973 Skelly Oil Company NMOCC application pertaining to the
MLMU Case No. 5087

Section 7 of adopted the New Mexico Statutory Unitization Act adopted in
1975 by the New Mexico Legislature

November 1, 1978 letter from Getty Qil Company to the United States
Geological Survey

February 5, 1980 letter from Getty Oil Company to MLMU working interest
owners

Summary of Tracts Eliminated from MLMU Unit Area as a result of Statutory
Unitization Order R-6447

June 19, 1980 letter from William F. Carr to Joe D. Ramey
Getty Oil Company’s Application, Case No. 6987, including exhibits
NMOCC’s advertisement for Case No. 6987

Hearing transcript of Getty’s Application held before the NMOCC on August
5, 1980

August 5, 1980 letter from Mr. Carr to NMOCC with revised Exhibit B
August 27, 1980 - NMOCC Order R-6447
September 15, 1980 letter from Getty to royalty interest owners

September 23, 1980 - Sun Qil Co.’s Ratification and Approval submitted by
Getty

September 30, 1980 - Gloria Bundy's identical Ratification and Approval
submitted by Getty

September 29, 1980 - Getty’s Ratification and Approval

December 24, 1980 letter from Raymond W. Blohm of Getty to Mr. Carr with
affidavit

January 5, 1981 letter from Joe D. Ramey to Mr. Carr



Exhibit S

Exhibit T

Exhibit U

Exhibit V
Exhibit W
Exhibit X
Exhibit Y
Exhibit Z
Exhibit AA
Exhibit BB

Exhibit CC

December 9, 1993 letter from Doyle Hartman to Oxy

1986 Amendment by NM Legislature to provisions of the Statutory Unitization
Act

NMOCD Order No. R-8557 with Peito’'s November 16, 1987 letter to
Examiner Stogner

January 1995 Oxy’s gas balancing statement

Oxy’s 1994 AFE to working interest owners of over $5 million

October 25, 1994 -Working Interest Owner Accumulated AFE Approal
November 21, 1994 - C-108 with attachments

March 31, 1995- NMOCD Order No. R-4680-A

Various MLMU graphs and documents

Chart depicting the status of NMOCD statutory unitization cases

Portions of NMOCD September 5, 1990 hearing transcript



BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION

IN THE MATTER OF THE APPLICATION OF )
SKELLY OIL COMPANY FOR APPROVAL OF A )
UNIT AGREEMENT FOR THE MYERS LANGLIE- )
)
)

CASE NO. éhﬁyé

FILED

MATTIX UNIT IN THE LANGLIE-MATTIX
POOL, LEA COUNTY, NEW MEXICO.

HEARING

APPLICATTION

Comes now Skelly 0il Company on behalf of itself and others and
respectfully states as follows:

1. That it is an owner and operator of wells in the Myers
Langlie-Mattix Unit Area of the Langlie-Mattix Pool, Lea County, New
Mexico.

2. That in order to conduct secondary recovery operations and
to increase the amount of ultimate recovery and thereby aid in the
conservation of oil and gas, and in order to protect the correlative
rights of all parties in the Unit Area, it is necessary and advisable
that the Myers Langlie-Mattix Unit in the Langlie-Mattix Pool be
established and approved.

3. That the area to be included in this Unit is described as
follows:

Township 23 South, Range 36 East

N/2 SE/4, E/2 SW/4, SW/4 SW/4, S/2 SE/4, N/2 NW/4, and
SE/4 NW/4 of Section 25;

N/2, SE/4, and E/2 SW/4 of Section 36;

Township 23 South, Range 37 East
All of Section 30;

All of Section 29;

SW/4, and SW/4 NW/4 of Section 28;
All of Section 31:;

All of Section 32;

All of Section 33:

W/2 of Section 34;

Township 24 South, Range 36 East
NE/4 NE/4 of Section 1;
S/2 N/2, N/2 s/2, and SE/4 SE/4 of Section 12;

Township 24 South, Range 37 East

E/2, E/2 W/2, and NW/4 NW/4 of Section 6;

All of Section 5;

All of Section 4;

All of Section 3;

W/2, and W/2 NE/4 of Section 2;

All of Section 7;

N/2, N/2 s/2, and SW/4 SW/4 of Section 8;

N/2, and N/2 SW/4 of Section 9:

NW/4, NW/4 NE/4, S/2 NW/4, B/2 SW/4, and W/2 SE/4 of
Section 10; and

SE/4 NW/4 of Section 11,

containing 9,923.68 acres, more or less, of fee, federal and state lands
in Lea County, New Mexico.

4. That the formation sought to be unitized is that interval
underlying the Unit Area, the vertical limits of which extend from a
point 100 feet above the base of the Seven Rivers formation to the base
of the Queen formation; said interval having been heretofore found to
occur in Texas Pacific Oil Company'g Blinebry "B" No. 3 well (located
2310 feet FWL and 330 feet FNL of Saction 34, Township 23 South, Range
37 East, Lea County, New Mexico) at an indicated depth interval of

3168 feet to 3570 feet, as recorded on the Schlumberger Electrical Log

Exhibit A



Case No. Page 2

Run No. 1, taken December 26, 1952, said log being measured from a
derrick floor elevation of 3300 feet above sea level.

5. That attached hereto amd made @ part hereof by reference is
a copy of the Unit Agreement for the development and operation of the
Myers Langlie-Mattix Unit, and contained in said Agreement as Exhibit
"A" is a map showing the Unit Area, and as Exhibit "B" is a schedule
of tracts included within the Unit Area.

WHEREFORE, PREMISES CONSIDERED, applicant prays that this
Commission, after the giving of notice as required by law, set this
application down for hearing, and that at the conclusion of said hear-
ing based on the evidence adduced approve the Unit Agreement for the
Myers Langlie-Mattix Unit, and for such other orders, rules and regula-
tions as may be necessary in the premises.

Respectfully submitted,

SKELLY OIL COMPANY

Chester E. Blddget ¢
Attorney

Of Counsel:

L. C. White, Attorney

White, Koch, Kelly & McCarthy
P. O. Box 787

Santa Fe, New Mexico 87501



BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION

IN THE MATTER OF THE APPLICATION OF )
SKELLY OIL COMPANY FOR AK ORDER ) - s =7
AUTHORIZING TIIE INJECTION OF FLUID ) CASE MNO. > OZ?Z/
FOR SECONDARY RECOVERY PURPOSES INTO )
' THE LANGLIE-MATTIX POOL ON THE MYERS ) FILED
)
)
)
)

LANGLIE-MATTIX UNIT, LOCATED IN ALL
OR PORTIONS OF SECTIONS 25 AND 36,
TOWNSHIP 23 SOUTHl, RANGE 36 EAST:
SECTIONS 28, 29, 30, 31, 32, 33 AND
34, TOWNSHIP 23 SOUTH, RANGE 37 EAST:)
SECTIONS 1 AND 12, TOWNSh™P 24 SOUTH,)

RANGE 36 EAST; AND SECTIONS 2, 2, 41,

\

!

5, 6, 7, 8, 9, 10 AND 11, TOWNSHIP )

- 24 SOUTH, RANGE 37 EAST, LEA COUNTY, )
MEW MEXICO, AND FOR THE PROMULGATION )
OF CERTAIN RULES GOVERNING THE OPLRA-)
TION OF SAID UNIT.

HEARING

APPLICATTION

Comes now Skelly Oil Company and alleges and states:

1. That it is the Opcrator of the Myers Langlie-Mattix Unit
containing 9,923.68 acres, more or less, of fee, federal and state
lands, described as follcows:

Township 23 South, Range 36 East

N/2 SE/4, E/2 sw/4 SW/4 sw/4, S/2 SE/4, N/2 NW/4, and
SE/4 ww/4 of Section 25;

N/2, SE/4, and E/2 swW/4 of Section 36;

: Townchip 23 South, Range 37 Eact
: .+ of Section 30:
All of Section 29:
SW/4, and SW/4 NW/4 of Section 28;
All of Section 31:;
: All of Section 32; -
. : All of Section 33; )
W/2 of Section 34; ~

Township 24 South, Range 36 East
NE/4 NE/4 of Section 1;

s/2 N/2, N/2 s/2, and SE/4 SE/4 of Section 12;

Township 24 South, Range 37 FEast
E/2, E/2 W/2, and NW/4 NW/4 of Section 6;
All of Section 5;
All of Section 4
All of Section 3:
wW/2, and W/2 NE/4 of Section 2;
ALl of Section 7;
N/2, N/2 §/2, and SW/4 SW/4 of Section B;
N/2, and N/2 SW/4 of Section 9;
. NW/4, NW/4 NE/4, S/2 NW/4, E/2 SW/4, and W/2 SE/4 of
Section 10; and
SE/4 NW/4 of Section 11,

all in Lea County, New Mexico.

2. That an application for approval of the Unit Agreement has ;
been filed with this Commission.

3. That in order to carry out the sccondary recovery operations
as contemplated by the Unit Agreement, to prevent waste and to recover
oil and associated hydrocarbons which would not othcrwisc be recovered,
applicant desires to inject fluid into certain wells within Liie Unit

MArea for injection into the Myers Langlie-Mattix Unit, pursuant to
Rule 701 of the Commission.
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4. That Applicant proposes ta c¢onvert the following 84 wells
and utilize same for injection purposes:

COMPANY LEASE WELL LOCATION
KO. UNIT SEC. _T_ _R_
Amerada Hess Corp. O. M. Hodges 1 I 3 248 37p
" State LMA Com. 2 I 32 23S 37E
" State LMD 3 G 36 23S  36E
“ State LMT ] A 36 23S  36E
" State LMT 7 (o 36 23S 36E
Amoco Meyers B Fed. 17 L S 245 37E
" Meyers B Fed. 22 C 5 245 37E
" Meyers B Fed is A & 248 17E
" Meyers B Fed. 19 G 6 24s  37E
" Meyers B Fed. 6 E 7 24S 37E
" Meyers B Fed. 10 G 7 24s  37E
. " Meyers B Fed. 20 A 7 245 237k
“ Meyers B Fed. 5 K 9 24s  37E
Atlantic Richfield co. W. N. Cooper 1 G 12 24t 36E
" Fowler Hair 2 E 9 24s  37E
" W. N. Toby 2 I 12 24s 36E
W. K. Byrom Davis 2 K 33 23s 37E
" Davis B 1 M 33 238 37E
- “ Sinclair Carter 1 A 9 24s  37E
Continental-Emsco 0il Co. Fowler Hair 1 C ° 24s 37E
. Continental 0il Co. Cooper 2 K 8 245 37E
- “ Lynn B Fed. 4 0 25 235 36E
" Stewart 28 1 M 28 23S 37E
" Stewart 29 1 0 29 238 37E
“ Stewart 29 2 I 29 238 37E
" Vaughan A 12 1 B 12 245 36E
Flag Redfern 0il Co. Lynn B 25 3 X 25 235 36E
a " Lynn B 25 4 M 2s 238 3€E
- Albert Gackle R. M. Cowden 2 I 30 238 37E
* R. M. Cowden B 2 M 30 238 37E
. " R. M. Cowden C 2 E 31 235 37E
g “ R. M. Cowden C 5 G 31 238 37e
. Great Western Drilling Co. H. Leonard B St. 2 C 32 235 37E
° " H. Leonard B 5t. 5 A 32 23s 37
Gulf 0il Corporaticn S. J. Carr 2 E 10 24s 37k
" S. J. Carx 3 K 10 245 37E
» Carter Eaves NCT A 1 C 6 248 37f
N " J. R. Holt NCT B 1 I 36 235 36E
" C. E. LaMunyon 2 E 29 23s 37E
“ C. E. LaMunyon 15 G 29 23S 37
" C. E. LaMunyon 18 c 29 23s 37
N. B. Hunt Mattix A 2 A 3 248 37E
" Mattix A 4 G 3 24s 37E
“ Matiix A 5 I 3 24s  37E
* Mattix B Fed. 3 (o] 10 248 37E
" Mattix B Fed. 4 G 10 24s 37E
" " Mattix B 10 2 c 10 248 37E
Johnson & French 0il Co. Davis 1 o] 33 238 37E
King, Warren & Dye Toby 2 K 7 24s 37E
Reserve 0il & Gas Co. L. Carter 1 A 25 235 36E
Resler & Sheldon Fanning 1 E 33 23s 37E
" Fanning 5 C 33 235 37E
Skelly 0il cCompany J. W. Coopecr 2 L 12 248 36E
" Liberty Royalties 1 o} 7 245 37E
" iiharty Rovalties 3 I 7 24s  37E
" Mattix A 2 E z 245 27¢
" Mattix A 4 K 2 24s 37E
" Mattix A 5 o 2 248 37E i
s “ Mexico D 2 o 36 235 37k )
. “ Mexico P 2 G 2 245 37E :
" Toby 1 M 7 24s 37
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‘OMPANY LEASHE WELL LOCATION
NO. UNIT SEC. _T  _R_
Texaco Inc. Blinebry A Fed. 2 1 31 23s 37¢
" Blincbry B Fed. 2 M 31 23s  37E
" Blincbry B Fed. 3 K 31 23s 37E
" Blinebry B Fad. 4 0 31 238 37E
" E. D. Faming 4 E 4 24s  3I7E
" E. D. Fanning 7 G 5 24s 37E
" N. M. B State NCT 4 1 M 22 23S 37E
" J. D. Young 3 o] 5 245 37E
Texas Pacific 0il Co. Blinebry A Fed. 3 L 29 23s  37E
* Blincbry A Faod. 4 K 29 23s 37E
» Blinebry A Fed. 10 (o 30 23s 37k
" Blinebry A Fed. 11 E 30 23s 37E
“ Blinebry B Fed. 4 L 34 238 37E
" Blinebry B Fed. 8 D 34 238 3J37E
" Eva Blinebry 1 M 29 23s  37E
“ Hodge 4 G 8 248 37
" fiodge 5 A 8 248 2TE
" Jack Fed. 1 E 8 245 3TE
" Jack Fed. 3 Cc B 245 lTE
" C. Meyers 2 M 5 245  37E
" C. Meyers 8 K 5 245 37E
" Z. Mecycrs 5 o) 6 24s 37E
" C. Meyers (3 I 6 24s  37E

S. That attached hereto and made a part hereof is a map, labeled
Exhibit “A", which shows the location of the proposed injection wells
and the location of all other weils within a radius of two miles of the
proposcd injection wells, and the formation from which said wells are
producing, and that also indicated on said exhibit trc the lessces within
said two~mile radius.

6. That attached hereto and made a part hereof is Exhibit "B”
which is a sketch of an injection well illustrative of the type of
injection wells contemplated, showing the casing string, including
diameter and sectting depth, quantity used and top of cement, perforated
or open hole interval, tubing string, including diameter and setting
depth, and type and location of packer.

7. Thau the formation to be waterflooded and into which
injection will be made is the Langlic-Mattix formation underlying the
Unit Area, the same being the heretofore established reservoir which
has been found to occur between the depths of 3168 feet and 3570 feet
in Texas Pacific 0il Company's Blinebry "B" Well No. 3 (located in
Section 34, Township 23 South, Range 37 East, Lea County, New Mexico),
as recorded on the Schlumberger Electrical Log Run No. 1l taken

December 26, 1952, said log being measured from the derrick floor
elevation of 3300 feet above sea level.

8. That the fluid sought to be injected is water, and the
anticipated volumes to be injected are 27,000 BWPD, that the source
of injected fluid is water produced from the Unit Area wells and

Skelly's Jal Water System from the Seven Rivers Formation and
Capitan Reef.

WHEREFORE, PREMISES CONSIDERED, Applicant prays that this
Commission, after the giving of notice as required by law, set this
matter down for hearing, and that at the conclusion of said hearing
based on the evidcnce addnred enter its order granting the Applicant

permission to conduct & waterflood project on the Hyor S Langlie-
Mattix Unit by utilizing as injection wells the wells above described
with suid sccondary recovery project to be governed by the provisions
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of Rule 701, for perxmission to expand or change the waterflood
Program by adininistrative means without the necessity of a scparate
hearing, for appropriate field rules if necessary, and for such

other orders, rules and regulations as mey be necessary in the
premises,

Respectfully submitted,

SKELLY OIL COMPANY

Bzé‘ :¢ 42; \5

Chester E. Bledget
Attorney

Of Counsel:

L. C. White, Attorney

White, Koch, Kelly & McCarthy

P. 0. Box 787

Santa Fe, New Mexico 87501
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CHAPTER 293 E

AN ACT

RELATING TO THE OIL CONWSERVATICK CQMMISSICN; PROVIDING FOR UNITIZE i

TIZE i

OPERATION OF OIL AND GAS POOLS.

BE IT EXACTED BY THE LEGISLATURE OF THE STATE CF NEW MEXICC: “,
Secrien 1. PURPOSE OF ACT.--The legislature finds and determines )

N

that it is desirable and necessary under the circumstances and for the 4
purposes hereinaizer set out, to authorize and provide for the unitized 9

managermens, operation and further development cf the oil and gas prop-
erties to which the Statutory Unirization Act is applicable, te the exnd
=,

that greater ultizate recovery cway be had therefrcm, waste prevented,

and correlative rights protected of all owners of mineral interests in
each unitized area. Tt is the intenticn of the legislature that the
Statutory Unitization Act apply to any tvpe of operation that will sub-
stantially increase the recovery of oil abeove the amount that would Ye
recovered by prizary recovery alcne and not to what the industry under-
stands as exploratory units.

Section 2. SECRT TITLE.—This act may be cited as the "Statutory
Unitization Act"”

Section 3. ADDITIONAL POWERS AND DUTIES CF THE OIL CCNSERVATICN
COMMISSION.--Subject to the limitations of the Statutory Unitizatien Act
the oil censervaticn commission ef the state ¢f New Mexiceo, hereinafrer
referred to as the "cormission", is hereby vested with jurisdictionm,

power and authority and it shall be its duty to make and enforce such

orders and do such things as way be necessary or profer to carry out and
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effectuate the purposes of the Statutory Unitization Act.
Section 4. DEFINITIONS.--For the purposes of the Statutory Uni-
tization Act, unless the context otherwise requires:

A. "pool" means an underground reservoir containing a common
accunulation of crude petroleum oil or natural gas or both. Each zone
of a general structure, which zone is completely separate from any other
zone in the structure, is covered by the word pool as used herein. Pool
is synonymous with "common source of supply"” and with "common reser-
voir";

B. "oil and gas" means crude oil, natural gzs, casinghead
gas, condensate or any combination thereof;

C. "waste", in addition to its meaning in Section 65-3~3 XMSA
1953, shall include both economic and physical waste resulting, or that
could reascnably be expected to result, from the development and opera-
tion separately of tracts that can best be developed and operated as a
unit;

D. '"working interest” means an interest in unitized substances
by virtue of a lease, operating agreement, fee title or otherwise, ex-
cluding royalty owners, owners of overriding royalties, oil and gas pay-
ments, carried interests, mortgages and lien claimants but including a

carried interest, the owner of which is primarily obligated to pay,
either in cash or out of production or otherwise, a portion of the unit
expense; however, oil and gas rights that are free of lease or other in-
strument creating a working interest shall be regarded as a working in-

terest to the extent of seven-eighths thereof and a royalty interest to
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the extent of the remairing one-eighth thereof;

E. "working interest owner" or "lessee" means a person who
owns a working interest;

F. 'royalty interest” means a right to or interest in any
portion of the unitized substances or proceeds therecf other tham a
working interest;

G. '"royalty owner" means a person who owns a royalty inter-
est;

H. '"unit operator" means the working interest owmer, desig-
nated by working interest owners under the unit operating agreement or
the commission to conduct unit operatioms, acting as operator and not as
a working interest owner;

I. "basic royalty" means the royalty reserved in the lease
but in no event exceeding one-eighth; and

J. "relative value" means the value of each separately-owned
tract for oil ard gas purposes and its contributing value to the unit in
relation to like values of other tracts in the unit, taking into account
acreage, the quantity of oil and gas recoverable therefrom, location on
structure, its probable productivity of oil and gas in the absence of
unit operations, the burden of operation to which the tract will or is
likely to be subjected, or so many of said factors, or such other per- =
tinent engimeering, geological, operating or pricing factors, as may be

reasonably susceptible of determinatiom.

Section 5  REQUISITES OF APPLICATION FOR UNITIZATION.-—Any working

intereSt owmer may file an application with the commission requesting an
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order for the unit operation of a pool or any part thereof. The ap-
plication shall contain:

A. a description of the proposed unit area and the vertical
limits to be included therein with a map or plat thereof attached;

B. a statement that the reservoir or portien thereof involved
in the application has been reasonably defined by developrent;

C. a statement of the type of operations contemplated for the
unit area;

D. a copy of a2 proposed plan of unitizatien which the appli-
cant considers fair, reasonable and equitazble;

E. 8 copy of a proposed operating plan covering the manner in
which the unit will be supervised and managed and costs allocated and
paid; and

F. an allegation of the facts required to be found by the
commission under Sectiom 6 of the Statutory Unitization Act.

Section 6. MATTERS TO BE FOUND BY THE COMMISSION PRECEDENT TO
ISSUANCE OF UNITIZATION ORDER.-—

A. After an applicatfion for unitization has been filed with
the commission and after notice and hearing, all in the form and manner
and in accordance with the procedural requirements of the cormission,
and prior to reaching & decision on the petition, the commission éhall
determine whether or votr each of the following conditions exists:

(1) that the unitized management, operation and further

development of the oil or gas pool or a portion thereof is reasonably

necessary in order to effectively carry on pressure maintenance or sec~

Cuar. 293
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ondary or tertiary recovery operations, to substantially increase the
ultimate recovery of oil and gas from the pool or the unitized portion
thereof;

(2) that one or more of the said unitized methods of
operations as applied to such pool or portion thereof is feasible, will
prevent waste and will result with reasonable probability in the in-
creased recovery of substantially more o0il and gas from the pcol or uni-
tized portion thereof than would otherwise be recovered;

(3) that the estimated additicnal costs, if any, of con-
ducting such operations will not exceed the estimated value of the addi-
tional oil and gas so recovered plus a reasonable profit;

(4) that such unitization and adoption of one or more of
such unitized methods of operation will benefit the working interest
owners and royalty owners of the o0il and gas rights within the pool or
portion thereof directly affected;

(5) that the operator has made a good faith effort to
secure voluntary unitization within the pool or portion thereof directly
affected; and

(6) that the participation formula contained in the uni-
tization agreement allocates the produced and saved unitized hydro-
carbons to the separately-owned tracts in the unit area on a fair,
reasonable and equitable basis.

B. If the cormission determines that the participation for-
mula contained in the unitization agreement does not allocate unitized

hydrocarbons on a fair, reasonable and equitable basis, the commission

T 85
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saved, being the prod

iy

shall determine the relative value, from evidence introduced at the

hearing, taking into account the separately-owned tracts in the unit tiees on the unit are

area, exclusive of physical equipment, for development of oil and gas by D. a provi

unit operations, and the production allocated to each tract shall be the adjustment among the

proportion that the relative value of each tract so determined bears to vestrzents in wells,

the relative value of 2ll tracts in the unit area. contributed to the w

C. Vhen the comrission determines that the preceding condi- E. a prov

tions exist it shall make findings to that effect and make an order cluding capital inve

T TR R T

creating the unit and providing for the unitization and unitized cpera- arately-owned tracts

tion of the pool or portion thereof described in the order, all upon sion providing when
- L)

such terms and conditioms as may be shown by the evidence to be fzir, az owner who does ne

reasonable, equitable and which are necessary or proper to protect and charged to such own

safeguard the respective rights and obligations of the working interest the proceeds applie
owners and royalty cuners. F. a pro

Section 7. COMMISSION ORDERS.--The order providing for unitization ltcited, carried or
such tercs and cond

and unit operation of & pool or part thereof shall be upon tercs and

conditions that are fair, reasonable and equitable and shall approve or % feasenable, and al}

prescribe a plan or unit agreement for unit operation which shall in- service payable out

2ny nonconsenting +

clude:
ceezed to have rel

or part thereof to be operated as a unit and the vertical lirits to be rights and working

E
A, a legal description in terms of surface area of the pool %
g costs, service cha

included therein termed “the unit area”;
B. a statement of the nature of the operations contemplated; j G. aps
C. =an allecation to the separately-owned tracts in the unit for the supervisic
area of all the oil and gas that is produced from the unit area and is sclection, remova:



OF 1975 Cuap. 293

froz evidence Introduced at the

-
arately-owned tracts in the yp:sr
he unip

t, for development of 0il and gas -
< as o

,
3llocated to each tract shall ye o
12ll Se rrg

- each tract so dete

tmined bears +5
he unir area.
ernines

S that the Preceding con

o by the

cess. o
es U FTorer to prate

1+ i ks
~gations of the working

e Ao AT

orler Provicding for tnitizarics
ant o1
€redf shall he UPOT terms and

3 3
- equitable and ghal; agprove or

mit i hict
Sit aperation which shal: in-

o £ £
78 02 surface area of the peol

~d i
and the verrjical limits to be

f the operations contemplated:
d;

tely-ovned tracts in the unit

‘ed from the unit area apg is

Cuap. 293 Laws oF 1975 1635

gaved, being the production that is not used in the conduct of opera-
tions on the unit area or not unavoidably lost;

D. a provisicn for the credits and charges to be made in the
adjustment among the owners in the unit area for their respective in-
vestments in wells, tanks, pumps, machinery, materials and equipzent
contributed to the unit cperatioms;

E. a provisicr governing how the costs of unit operations in-

cluding capiral investments shall be determined and charzed to the sep-

arately-owned tracts and how said costs shall be paid including a provi-

sion providing when, how, and by whom the urnic producti
an cwner who does not pay the share of the costs of unic operations
charged to such owner, or the interest of such cwner, car te soid and

the proceeds agplied to the payment of such cests;

F. a provisicen for carrying any working intéres:t owner on a
linited, carried or net-profits basis, payable out of przduction, upen
such terms and conditions determined by the commissicn to te just arnd
reasonable, and allowing an appropriate charge for interes: for such
service payable ocut of such owner's share of preductionm, provided that
any nonconsenting working interest owner being so carried shall be
deezed to have relinquished to the unit operater all of its operating
rights and working interest in and te the unit until his share of the
costs, service charge and interest are repaid to the uni: cperator;

G. a provision designating the unit operator and providing
for the supervision and conduct cf the unit operations, including the

selection, removal or substitution of an operator from acong the working

.
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interest owners to conduct the unit operations;

H. a provision for a voting procedure for the decision of
matters to be decided by the working interest owners in respect to which
each working interest owner shall have a voting interest equal to its
unit participation;

I. the time when the unit operation shall ceczence and the
canner in vhich, and the circumstances under which, the cperations shall
terminate and for the settlement of accounts upen such terminaticn; and

J. such additional provisions that are found to be appropri-
ate for carrying on the unit operations and for the protection of cor-
relative rights and the prevention of waste.

Section 8. RATIFICATION OR APPROVAL CF PLAN BY OWNERS.--

A. Yo order of the commission providing for uanit operations
shall become effective unless and until the plan for unit operations
prescribed by the commission has been approved in writing by those
persons who, under the commission's order, will be required initially to
pay at least seventy-five percent of the costs of the unit operationms,
and also by the owners of at least seventy-five percent of the produc~
tion or proceeds thereof that will be credited to interests which are
free of cost such as royalties, overriding royalties and production
payments, and the commission has made a finding either in the order
providing for unit operations or in a supplemental order, that the plan
for unit operations has been so approved. Notwithstanding any other
provisions of this section, if seventy-five percent or more of the umit

area is owned, as to working interest, by one working interest owmer,

R ARy
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such working interest owner must be joined by at least one other working
ynterest cwner in ratifying and approving the plan of unit operatiors,
unless such working interest owner 1s the owner cf cne hundred percent
of the working interest in sald unit area; provided, hewever, i a
single owner is ore who, under the cormission's order will be required
{nicially to pay at least twenty-five percent, but nct more than fifey

percent, of the costs of unit operatiom, such owner zust be joired by at

least one cther owner of the sace type interest in disapproving, or

failure to approve, the plan of unit cperaticn

B. If one owner is the cwner of a
but not more than fifty percent, of the production or proceeds thereof
that will be credited to interests which are free of ccsts, such cwmer
cust be joined by at least one other owner of the saze type interest in
disapproving, or failure to approve, the plan of unit operaticms to
defeat the plan.

C. 1If the persons owning the required percentage of interest
in the unit area ¢o nmot approve the plan for unit operations within a
period of six months from the date on which the order providing for unit
operations is made, such order shall cease to be of further force
and effect and shall be revoked by the commission, unless the ceomissicn
shall extend the time for ratificaticn for good causze shown.

D. When the persons owning the required percentage of inter-
est in the unit area have approved the plan for unit operations, the
{nterests of all persons in the unit are unitized whether or not such

persons have approved the plan of unitization in writing.
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Section 9. AMENDMENT OF PLAN OF UNITIZATION.--An order providing
for unit operations may be amended by an order made by the commission in
the same manner and subject to the same conditions as an original order
providing for unit operations, provided:

A, 1if such an amendment affects only the rights and interests
of the working interest owners, the approval of the amendrment by the
royalty owners shall not be required; and

B. no such amendment shall change the percentage for the al-
location of 0il and gas as established for any separately-owned tract by
the original order, except with the consent of all working interest
ovners and royalty owners in such tract, or change the percentage for
the allocation of costs as established for any separately-owned tract by
the original order, except with the consent of all working interest
owners in such tract.

Section 10. PREVIOUSLY ESTABLISEED UNITS.--The commissicn, by
order, way provide for the unit operation of a pool or parts thereof
that embrace a unit area established by a previous order of the com-
mission. Such order, in providing for the allocaticn of unit produc-
tion, shall first treat the unit area previously established as a single
tract, and the portion of the unit production allocated thereto shall
then be allocated among the separately-owned tracts included in such
previously established unit area in the same proportions as those spec-
ified in the previous order.

Section 1. UNIT OPERATIONS OF LESS THAN AN EKTIRE POOL.--An order

may provide for unit operation on less than the whole of a pool where

i

i
:
f
&
£
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the unit area is of such size and shape as may be reasonably suitable
fer that purpose, and the conduct thereof will have no adverse effect
upon other portions of the pcol.

Section 12. OPERATION--EXPRESSED OR IMPLILD COVENANTS.--All cpara-
tiens, including but not limited to, the commencement, drilling or
cperation of a well upon any portion of the unit area shall be doemed
for all purposes the ccnluct of such operations upon each separately-

cwned tract

o the unit area by the several oumers thereof. The por-
cticns of the unit productien allocated to a separacelv-cuned tract in 2

vnir area shall, when preduced, te deermed, fer all purscses,

teen actually produced Irem such tract by a well drilled thereon.

Cperations conducted pursuant to an order of the commission providi

9
2]

for unit operaticns shall constitute a fulfillwment of all the exrcress or
izplied obligaticns for each lease or contrac:z covering lands in the

urit ares to the extent that compliance with such obliz

kad because of the order of the commission.

Section 13. TINCOME FROM UNITIZED SUBSTANCES.--The porti

unit producticn allocated to any tract, and the proceeds from the sale
thereof, shall be the property and income of the several persons to
vhosz,

G to whose credit, the same are allccated or payable under the

crder providing for unit crevaticns.
Section 14. LIEX FOR COSTS.--Subject to such reasonable lizira-
tions as may be set out in the plan of unitization, the unit shall have

& first and prfor lien upon the leasehold estate and other oil and gas

tights (exclusive of a cne-eighth royalty interest or exclusive of the

i
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interest provided in the unit operating plan which allocates costs, if

it is different than one-eighth) im and to each separately-owned tract,

the interest of the ovners thereof inm and to the unit production and all
equipment in the possession of the unit, to secure the payment of the
amount of the unit expense charged to and assessed against such separately-
owned tract.

Section 15. LIABILITY FOR EXPENSES.--The obligation or liability
of each working interes; owner in the several separately-owned tracts in
the unit for the payment of unit expense at 2ll times shall be several
and pot joint or collective, and & working interest owner shall not be
chargeable with, obligated or liable for, directly or indirectly, more
than the amount apportioned, assessed or otherwise charged to his
interest in the separately-owned tract pursuant to the order of unitiza-
tion.

Section 16. DIVISION ORDERS.--No division order or other contract
relating to the sale or purchase of production from a separately-owned
tract shall be terminated by the order providing for unit operatioms, i
but shall remain in force and apply to oil and gas allocated to such
tract until terminated £n accordance with the provisions thereof.

Section 17. PROPERTY RIGHIS.--Except tc the extent that the par-
ties affected so agree, no order providing for unit operations shall

be construed to result Im a transfer of all or any part of the title of

any person to the oil and gas rights in any tract in the unit area. All

property, vhether real or perscnal, that may be acquired in the conduct

of unit operations hereunder shall be acquired for the account of the

Citap. 293
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working interest owners within the unit area, and shall be the property
of such working iInterest owners in the proportion that the costs of unit
operaticns are charged.

Section 18. EXISTING RIGETS, RIGHTS IN UNLEASED LAND, AND ROYAL-
TIES AXD LEASE BURDENS.--Property rights, leases, contracts and other
rights or obligations shall be regarced as amended and modified orly to
the extent necessary to conform to the provisions and requirements of
the Statutory Unitizaticen Act and to any valid order of the commissicn
providing for the unit operation of a pool or a part thereof, but other-
wise shall remain in full ferce and effect. A one-eighth part of the
production allocated to each tract under an order providing for the unit
operation of a pool or a part thereof, shall in all events be and rerain
free and clear of any cost or expense of developing or operating the
unit ind cf any lien therefor as ar unencuthered source from which te
pay the royalties or other cost-free obligations due or payable with
respect to the production from such tract. If a lease or other contract
pertaining to a tract or interest stipulates a royalty, overriding
royalty, production paymernt, or other obligation in excess of cne-eighth
of the production or proceeds therefrom, then the working interest owner
subject to such excess payzent or other obligaticn shall bear and pay
the cane.

Section 19. AGREEMENTS NOT VIOLATIVE OF LAWS GOVERNING MONCPOLIES
OR RESTRAINT OF TRADE.--No agreement between or among lessees or other
owners of oil snd gas rights in oil and gas properties entered into pur-

suart hereto or with a view or for the purpose of bringing about the
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unitized development or operation of such properties, shall be held to
violate any of the statutes of this state prohibiting monopolies or
acts, arrangerents, agreements, contracts, combinations or conspiracies
in restraint of trade or commerce.

Section 20. EVIDENCE OF UNIT TO BE RECORDED.-~A copy of each unit
agreement shall be recorded in the office of the county clerk of the
county or counties in which the unit is situated.

Section 21. UNLAWFUL OPERATION.--From and after the date desig-
nated by the commission that a unit plan shall become effective, the
operation of any well producing frem the pool within the area subject to
said unit plan, by persons other than persons acting under the authority
of the unit plan, or except in the manner and to the extent provided in
such unit plan, shall be unlawful and is hereby prohibited.

Section 22, SEVERABILITY OF PROVISIONS.~-The provisions of the
Statutory Unitization Act are declared to be severable, and, if any sec-
tion, sentence, ¢lause or part thereof shall be held invalid or uncon-
stitutional for amy reason, such invalidity or unconstitutionality shall

not be construed to affect the validity of the remaining provisions of

the Statutory Unitization Act.

.ol
g
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Getty Oil Company ‘ e £

:.JV ,;..u l\r"'.:‘

Central Exploration and Production Division

P. 0. Box 730 o
Hobbs, New Mexico 88240 November 1, 1978 v

File: Myers Langlie Mattix Unit
Lease No. 07938
Lea County, New Mexico

Director (3) Commissioner of Public Lands (3)
United States Geological Survey The State of New Mexico

P. 0. Drawer 1857 Capitol Amnex Building

Roswell, New Mexico 88201 Santa Fe, New Mexico 87501

0il Conservation Commission (3) All Vorking Interest Owners

of The State of New Mexico i .
Capitol Amex Building 0%\ e
Santa Fe, Sew Mexico 87501 A > A

2
Gentlemen: { /

In acoowrdance with Section 12 of Unit Agreement for the Development and
Operation of the Myers Langlie Mattix Unit, Lea County, New Mexico. Getty 0il
Company respectfully submits for your approval, a report of past operations
and a.plan-of development. and operation for_the waterflood unit for the year
1979. e

.

PAST OPERATHRS

The ¥pers Langlie Mattix Unit became effective February 1, 1974. Injection
started imtmy 18 wells on August 13, 1975, and 71 wells had been converted by .
October 1, 1976. Additional wells were converted to injection in 1977 and 1978
bringing the mmber of injection wells to 81 on September 1, 1978.

A pilot waterflood was in operation on Skelly's Mattix "A" lease prior to
unitization. Cumalative injection into the Mattix Y'A" Mo. 4 well (Unit No. 157)
was 14,228 tmxrels on February 1, 1974. Cumlative water injection since uniti-
zation was 118,672,660 barrels of water on September 1, 1978. The daily average
injectiomnatte during August, 1978, was 15,027 barrels at 700 psig.

Cunikttive 0il production from the Unit aréa since unitization was 642,624
barrels on Septenber 1, 1978. The average daily producing rate during August,
1978, was'E2® barrels of oil from 95 active producers.

Ingtellion of centralized production facilities and satellite test
statioms started in September, 1976, was completed in 1977. Tracts with
unsigned iiterests will be segregated until signup is complete.

Exhibit D



Page 2
November 1, 1978

In 1977, six (6) injectors and one (1) producer were drilled on undeveloped
tracts. In 1978, ten (10) additional producers were drilled. Plans are to drill
eight (8) injectors and four (4) producers in the last.quarter of 1978.

DEVELOPMENT PLANS FOR 1979

Expansion of the Unit will continue in 1979. In 1979, six (6).injectors
and fourteen (14) producers will be drilled.. The water injection plant will
bé enlarged by the addition of three (3) pumps which will boost plant output by
20,000 BWPD. .

VWorkovers to clean out fill, deepen, and run liners will be performed on
forty injection wells in 1979. This work is needed to improve injection profiles
and open additional pay zones.

Very truly yours,
Getty 0il Company

Q{ éla/ él. (22&'

Audra B. Cary, rman
Vorking Interest Owners' Cormittee

ELB/de
Attachments

L/

Frerzd 2ad Minzrels Ceporiment
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Monthly Water Production (BBLS.)

Monthly 011 Production
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Getty Oil Company . P.0. Box 1231. Midland, Texas 79702 Telephone T

Audra B. Cary, District Production Manager
Central Exploration and Production Divls?:h

HE

February 5, 1980 ‘\\\

Pile: Myers Langlie Mattix Unit
Langlie Mattix Field
Lea County, New Mexico

Re: Request for Division Orders

MYERS LANGLIE MATTIX UNIT
WORKING INTEREST OWNWERS

" Gentlemen:

The Myers Langlie Mattix Unit became effective February 1,
1974 with Skelly 0il Company (Getty Oil Company) designated
as the Unit Operator. Since unitization numerous attempts
have been made to obtain ratification of the Unit from

all royalty owners. At the present time there are 14 tracts
within the Unit which have been ratified by all working
interest owners, but not all royalty interest owners have
ratified.

It is estimated that approximately 500,000 Bbls. of oil will
not be recovered unless the royalty under these tracts are
pooled. The unrecovered reserves will be primarily due to
the inability of securing a leaseline agreement with the
Pearson, Seibert, and Carter Foundation which hinges on the
conversion of Well No. 226. This well is the only well on
Tract No. 81 which has unsigned royalty interest. Legal
implications would disallcw our converting this well unless
-the royalty is forced pooled. Additional unplanned investments
in operating cost will be required if these unsigned tracts
are not forced pooled. The investment necessary to install
"new production facilities and modify existing facilities on
the 14 tracts will total $600,000. Additional operating costs
t0 maintain these batteries will be $90,000 per year.

Exhibit E



n B8R

AARBTAARCZAARENSE

06/08/97

11:35 12145201434 P. 003

Myers Langlie Mattix Unit
Langlie Mattix Field
Lea County, New Mexico ‘ Page 2

‘In order to eliminate the unnecessary expenditures and increase
the recovery from this Unit, Getty Oil Company proposes to
apply for statutory unitization for the subject Unit. This
application will in no way change the existing boundary of

the Unit or the current working interest owners participation
in the Unit. The overall effect on the existing ratified
royalty interest participatlon will be insignificant as

ogly a few royalty interest owners on 14 tracts have not
signed.

In order to prepare for the proposed statutory unitization
of this Unit, we are requesting that each working interest
owner provide this o6ffice with a current division order
showing all royalty interest owners and indicating which
royalty interest owners have not ratified the Unit Agreement.
The Division Orders should include the royalty interest owner's
name, current address, unit participation percentage, the -
tract's in which the royalty owner participates and an
indication if the royalty owner has not ratified the Unit
Agreement. Your prompt attention and cooperation will help
us expedite implementation of this proposal and hearing.

Any questions concerning this proposal should be directed

to Mr. J. E. Eakin at this office.

Yours very truly,

Cz:<dﬁ+a Z; C:;4

Audra B. Cary
JEE:slw

7}‘? :
cc: Mr. R. J. Starrak
Mr. J. E. Eakin
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Summary of Tracts Eliminated from MLMU Unit Area

As a Result of

(1) Exhibit "B" to Hearing Exhibit No. 1 (Unit Agreement), NMOCD Case No. 5086, 10/31/73.

Statutory Unitization Order R-6447
8/27/80
A. ripti f ML ract inated:
MLMU No. Federal
Tract Acreage of Lease Tract Tract
No, Description Acres No. Operator Location
4 E/2 NE/4 Sec. 29 80.00 LC-030187  John H. Hendrix, Corp.  Perimeter
T-23-S, R-37-E
5 SW/4 NW/4 Sec. 28 40.00 LC-030187 Tom Brown Drilling Co.  Perimeter
T-23-S, R-37-E
9 NW/4, W/2 SE/4, E/2 SW/4 319.01 LC-032339(A) Carter Foundation interior
Sec.3, T-24-S, R-37-E (Window)
67 N/2 SW/4 Sec.7 78.11 Fee King, Warren & Dye Interior
T-24-S, R-37-E (Window)
78 SW/4 NE/4 Sec.9 40.00 Fee Burleson & Huff Perimeter
T-24-S, R-37-E
82 SE/4 SE/4 Sec. 30 40.00 Fee ARCO Interior
T-23-S, R-37-E (Window)
Total 597.12
B. r Acr liminat
Approved
NMOCD NMOCD Unit
Unitization Case Hearing Order Order Size
Method No, Date No. Date {acres)
Voluntary 5086 10/31/73 R-4660 11/16/73 9,923.68 (1)
Statutory 6987 08/05/80 R-6447 08/27/80 9,326.56 (2)
No. of Acres Eliminated with Statutory Unitization Order R-6447 (3) 597.12

(2) Hearing Exhibit No. 10-B (Second Revision of Exhibit “B" to Unit Agreement), NMOCD Case No. 6987, 8/5/80.

(3) Please réfer to pages 25, 26 and 32 thru 38 of transcript of hearing, NMOCD Case No. 6987, 8/5/80.

Exhibit F
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CAMPBELL AND BLACK, r.A. R

LAWYERS

JACK M, CAMPBELL
BRUCE D. BLACK
MICHAEL B, CAMPBELL
WILLIAM F. CARR

POST OFFICE BOX 2208
JEFFERSON PLACE

SANTA FE, NEW MEXICO 87501

TELEPHONE (S05) 988-442}

h
i
Mr. Joe D. Ramey G:L CONSZRVATION DIVISIGN J
Director . L -.L CSANTAFEIZN _iL ooy
0il Conservation Division sinALs

New Mexico Department of

Energy and Minerals < ‘ o
Post Office Box 2088 Cade 757
Santa Fe, New Mexico 87501

Re: Application of Getty 0il Company for Statutory
Unitization of the Myers Langlie-Mattix Unit,
Lea County, New Mexico

Dear Mr. Ramey:

Enclosed in triplicate is the application of Getty 0il
Company for statutory unitization of the Myers Langlie-
Mattix Unit. As you will note, this application seeks an
Order unitizing certain small royalty interests thereby
enabling Getty to enter lease line agreements and implement
operating practices which will extend the life of this unit.
Getty 0Oil Company requests that this case initially be set
before the full 0il Conservation Commission and would request
that it be included on the docket for the Commission hearing

which we understand has tentatively been set for August 5,
1980.

Your attention to this request is appreciated.

Very truly yours,

e,

William F. Carr
WFC:1r
Enclosures

cc: Getty 0Oil Company

Exhibit G
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OIL CONSERVATION COMMISSION

BEFORE THE

NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS

APPLICATION OF GETTY OIL COMPANY _
FOR APPROVAL OF STATUTORY UNITIZA- CASE (.9 &)
TION, LEA COUNTY, NEW MEXICO <

APPLICATION

Comes now, GETTY OIL COMPANY, by and through its under-
signed attorneys and pursuant to the provisions of the Statutbry
Unitization Act (Sections 70-7-1 through 70-7-21, N.M.S.A., 1978
Comp.) hereby applies to the New Mexico 0il Conservation Commis-
sion for an Order unitizing the Myers Langlie-Mattix Unit, Lea

County, New Mexico, and in support of its application states:

1. Getty Oil Company (Getty) is a Delaware corporation

authorized to transact business in the State of New Mexico,

and is engaged in the business of, among other things,

producing and selling oil and gas.

2, The Proposed Unit Area for which this application is
made consists of 9,360 acres, more or less, of Federal,
State and Fee land in Lea County, New Mexico, and is
more particularly described on Exhibit A attached hereto
and incorporated herein by reference. Getty proposes to
seek an order pursuant to the Statutory Unitization Act
providing for unitized ﬁanagement, operation and further
development of the Project Area. A plat of the Project
Area is attached hereto as Exhibit B and incorporated

herein by reference.

3. The vertical limits of the formation to be included

within the proposed unit area means that interval which

Exhibit H
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extends from a point 100 feet above the base of the Seven
Rivers formation to the base of the Queen formation; said
interval having been heretofore found to occur in the
Texas Pacific 0il Company's Blinebry "B" No. 3 well
(located 2310 feet from the west line and 330 feet from
the north line of Section 34, Township 23 South, Range 37
East, Lea County, New Mexico) at an indicated depth
interval of 3168 feet to 3570 feet, as recorded on the
Schlumberger Electrical log Run No. 1 taken December 26,
1952, said log being measured from a derrick floor eleva-

tion of 3300 feet above sea level.

4. The portion of the reservoir involved in this applica-

tion has been reasonably defined by development.

5. The type of operations being conducted in this unit

is secondary recovery by means of water flooding.

6. Attached to this application as Exhibit C and incor-
porated herein by reference is a copy of the proposed
plan of statutory unitization which Getty considers fair,

reasonable and equitable.

7. Attached to this application as Exhibit D and incor-
porated herein by reference is a copy of the proposed
operating plan covering the manner in which the unit will

be supervised and managed and costs allocated and paid.

8. Getty further states:
a. That the unitized management, operation and
further development of the portion of the Langlie-

Mattix pool which is the subject of this application




9.

Langlie-Mattix unit sought hereunder is in the interest

is reasonably necessary in order to effectively carry
on secondary recovery operations and to substantially
increase the ultimate recovery of oil from the unit-
ized portion thereof.

b. That unitized methods of operations applied to
the portion of the Langlie-Mattix pool which is the
subject of this application are feasible, will prevent
waste and will result with reasonable probability in
the increased recovery of substantially more oil from
the unitized portion of the pool than would otherwise
be recovered.

c. That the estimated additional costs, if any, of
conducting such operations will not exceed the
estimated value of additional o0il so recovered plus
reasonable profit.

d. That such unitization and adoption of unitized
methods of operation will benefit the working interest
owners and the royalty owners of the oil and gas
rights within the portion of the pool directly
affected.

e. That Getty 0il Company, as operator, has made a
good faith effort to secure voluntary unitization
within the portion of the pool affected by this
application.

f. That the participation formula contained in the
unitization agreement allocates the produced and
saved unitized hydrocarbons to the separately owned
tracts in the unit area on a fair, reasonable and

equitable basis.

Approval of the statutory unitization of the Myers

-3~




of conservation, the prevention of waste and the protec-

tion of correlative rights.

WHEREFORE, Getty O0il Company respectfully requests that
this application be set for hearing before the full Commission
at the earliest practicable date and that the Commission enter

its order granting this application.

Respectfully submitted,
CAMPBELL AND BLACK, P.A.

By

William F. Ca
Attorneys for Applicant
Post Office Box 2208
Santa Fe, New Mexico 87501

-
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PROPOSED UNIT AREA
MYERS LANGLIE-MATTIX UNIT

LEA COUNTY, NEW MEXICO

TOWNSHIP 23 SOUTH, RANGE 36 EAST, N.M.P.M.

Section 25: N/2 NE/4, SE/4 NE/4, E/2 Sv/4,
SW/4 SW/4, and SE/4

Section 36: N/2, SE/4, and E/2 SW/4

TOWNSHIP 23 SOUTH, RANGE 37 EAST, N.M.P.M.
Section 28: SW/4

Section 29: W/2, W/2 E/2, and E/2 SE/4
Section 30: N/2, SW/4, N/2 SE/4, and SW/4 SE/4
Section 31 through 33: All

Section 34: W/2

TOWNSHIP 24 SOUTH, RANGE 36 EAST, N.M.P.M.
Section 1l: NE/4 NE/4
Section 12: S/2 N/2, N/2 S/2, and SE/4 SE/4

TOWNSHIP 24 SOUTH, RANGE 37 EAST, N.M.P.M,

Section 2: W/2 NE/4 and W/2

Section 3: NE/4, E/2 SE/4, and W/2 SW/4

Sections 4 and 5: All

Section 6: E/2, E/2 W/2, and NW/4 NW/4

Section 7: N/2, SE/4, S/2 SW/4

Section 8: N/2, N/2 S/2, and SW/4 SW/4

Section 9: NW/4, N/2 SW/4, N/2 NE/4, SE/4 NE/4

Section 10: NW/4, W/2 NE/4, SE/4 NE/4, E/2
SW/4, and W/2 SE/4

Section 1ll: SW/4 NwW/4

The "Unitized Formation" shall mean that subsurface
portion of the Proposed Unit Area known as the Langlie-Mattix
Pool in the interval which extends from a point 100 feet above
the base of the Seven Rivers formation to the base of the Queen
formation; said interval having been heretofore found to occur
in the Texas Pacific 0il Company to Blinebry "B" No. 3 well
(located 2310 feet from the west line and 330 feet from the
north line of Section 34, Township 23 South, Range 37 East,
Lea County, New Mexico) at an indicated depth interval of
3168 féet to 3570 feet, as recorded on the Schlumberger
Electrical log Run No. 1 taken December 26, 1952, said log
being measured from a derrick floor elevation of 3300 feet

above sea level.

EXHIBIT A
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Docket No. 24-80

Dockets Nos. 26-80 and 27-80 are tentatively set for August 20 and September 3, 1980. Applications for
hearing must be filed at least 22 days in advance of hearing date.

E DOCKET: COMMISSION HEARING - TUESDAY - AUGUST 5, 1980

E OIL CONSERVATION COMMISSION - 9 A.M. - ROOM 205

- STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

1]

3

°

>

£ CASE $848: (DE Novo)

§ Application of Petroleum Development Corporation for pool contraction and creation, Lea County, New
S Mexico. Applicant, in the above-styled cause, seeks the contraction of the Querecho Plains-Bone

® Spring Pool to comprise the Upper Bone Spring formation only, from 8390 feet to 8680 feet on the log
H of its McKay West Federal Well No. 1 located in Unit F of Section 34, Township 18 South, Range 32

< East, and the creation of the Querecho Plains-Lower Bone Spring Pool to comprise said formation from
o 8680 feet to the base of the Bone Spring underlyinz the NW/4 of said Section 34.

v

& Upon application of Petroleum Development Corporation this case will be heard De Novo pursuant to

o

&~

he provisions of Rule 1220.
A CASE 6987: Application of Getty Oil Company for statutory unitization, Lea County, New Mexico.

3 S—

- ;;,;“Applicant, in the above-styled cause, seeks an order unitizing, for the purpose of continued secon-

- dary recovery operations, all mineral interests from a point 100 feet above the base of the Seven
Rivers formation down to the base of the Queen formation underlying the Myers Langlie Mattix Unit
Area, which encompasses 9360 acres, more or less, being all or portions of the following lands in
Lea County, New Mexico: Seections 25 and 36, Township 23 South, Range 36 East; Sections 28 thru 34,
Township 23 South, Range 37 East; Sections 1 and 12, Township 24 South, Range 36 East; and Sections
2 thru 11, Township 24 South, Range 37 East.

8
23
]
>

Among the matters to be considered at the hearing will be the necessity of unit operations; the
designation of a unit operator; the determination of the horizontal and vertical limits of the
unit area; the determination of a fair, reasonable, and equitable allocation of production and
costs of production, including capital investment, to each of the various tracts in the unit area;
the determination of credits and charges to be made among the various owners in the unit area for
their investment in wells and equipment; and such other matters as may be necessary and appropriate
for carrying on efficient unit operations, including, but not necessarily limited to, unit voting

procedures, selection, removal, or substitution of unit operator, and time of commencement and
ternination of unit operations.

10N8,
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ised Forms C-132 and C-132-A,

Docket No. 25-80
DOCKET: EXAMINER HEARING - WEDNESDAY - AUGUST 6, 1980

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

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

CASE 6988: In the matter of the hearing called by the 0il Conservation Division on its own motion to permit
Bennett Petroleum Corporation, The Travelers Indemnity Company, and all other interested parties to
appear and show cause why the Phelps Dodge Well No. 2 in Unit J cf Section 4 and Wells Nos. 3 in Unit
P and 3Y in Unit I of Section 9, all in Township 28 North, Range 21 East, and No. 5 in Unit P of

Section 24, Township 28 North, Range 20 East, Colfax County, should not be plugged and abandoned in
accordance with & Division-approved plugging program.

CASE 6989: Application of Read & Stevens, Inc. for a unit agreement, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the Lancaster Spring Unit Area, comprising
960 acres, more or less, of State, Federal, and fee lands in Township 22 South, Range 26 East.

in filing for NGPA gas well price determinat

CASE 6990: Application of Read & Stevens, Inc. for a unit agreement, Chaves County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the North Haystack Unit Area, comprising
4800 acres, more or less, of State, Federal, and fee lands in Township 5 South, Range 26 East.
CASE 6991: Application of Amoco Production Company for salt water disposal, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into the
San Andres formation in a 100 foot perforated interval between 4400 feet and 4800 feet in its South

Hobbs Unit Well No. 103 in Unit B of Section 13, Township 19 South, Range 38 East, Hobbs Grayburg-
San Andres Pool.

Enclosed with this docket is one copy each of recently rev

reproduction and use

Exhibit I
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6956:

CASE

6957:

CASE

6993:

CASE

6994

CASE :

6995:

CASE

6996:

CASE

CASE

6982:

6997:

CASE

Examiner Hearing - Wednesday - August 6, 1980 Docket No. 25-80
CASE 6992: Application of Amoco Production Company for an NGPA determination, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks a new onshore reservoir determination in the Morrow forma-
tion for its Anderson 3 Com. Well No. 1l in Unit R of Section 3, Township 16 South, Range 32 East,

(Continued from July 9, 1980, Examiner Hearing)

Application of Amoco Production Company for an NGPA determination, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks a new onshore reservoir determination in the Morrow
formation for its State "CH" Well No. 1 located in Unit F of Section 21, Township 16 South, Range
35 East.

(Continued from July 9, 1980, Examiner Hearing)

Application of Amoco Production Company for an NGPA determination, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks a new onshore reservoir determination in the Morrow
formation for its State HK Com Well No. 1 located in Unit L of Section 6, Township 24 South, Range
25 East.

Application of Tom Bolack for compulsory pooling, San Juan County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Dakota
formation underlying the $/2 of Section 1, Township 30 North, Range 12 West, to be dedicated to a
well to be drilled at a standard location thereon. Also to be considered will be the cost of dril-
ling and completing said well and the allocation of the cost thereof as well as actual operating
costs and charges for supervision, designation of applicant as operator of the well, and a charge for
risk involved in drilling said well.

Application of Enserch Exploration, Inc. for compulsory pooling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Wolfcamp
thru Siluro-Devonian formations underlying the N/2 of Section 14, Township 25 South, Range 34 East,
to be dedicated to a well to be drilled at a standard location thereon. Also to be considered will
be the cost of drilling and completing said well and the allocation of the cost thereof as well as
actual operating costs and charges for supervision, designation of applicant as operator of the well,
and a charge for risk involved in drilling said well,

Application of Petro-Lewis Corporation for downhole commingling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks approval for the downhole commingling of Penrose Skelly,
Blinebry, and Drinkard production in the wellbore of its L. G. Warlick Well No. 2 located in Unit B
of Section 19, Township 21 South, Range 37 East.

Application of John E. Schalk for compulsory pooling, Rio Arriba County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Blanco
Mesaverde Pool underlying the NE/4 of Section 8, Township 25 North, Range 3 West, to be dedicated to
a well to be drilled at a standard location thereon. Also to be considered will be the cost of dril-
ling and completing said well and the allocation of the cost thereof as well as actual operating
costs and charges for supervision, designation of applicant as operator of the well, and a charge for
risk involved in drilling said well.

(Continued from July 23, 1980, Examiner Heating)

In the matter of the hearing called by the 0il Conservation Division on its own motion to permit
Aminoil USA to appear and show cause why its 1980 Plan of Operation/Development for its Willow Lake
Unit Area, Eddy County, New Mexico, should not be disapproved.

Application of Benson-Montin-Greer Drilling Corporation for amendment of pool rules, Rio Arriba
County, New Mexico. Applicant, in the above-styled cause, seeks the amendment of the Special Rules
and Regulations for the West Puerto Chiquito-Mancos Oil Pool, as promulgated by Order No. R-2565-B,
wvhich currently prescribe 320~-acre spacing for pool.

Applicant proposes that said rules be amended to provide for 640-acre spacing units with wells to be
located within 165 feet of the center of a governmental quarter section.

Applicant further seeks approval for the following ncn-standard spacing units in Township 24 North,
Range 1 East: two 640-acre units bexng the E/2 of Section 7 and W/2 of 8, and the W/2 of Section 17
and E/2 of 18; and two 4B0-acre units being the N/2 of Section 19 and NW/4 of 20, and the §/2 of Sec-
tion 19 and SUIQ of 20; in Township 24 North, Range 1 West: a 320-acre unit being the N/2 of Section
1 and two 640-acre units being the N/2 of Sections 23 and 24, and the S/2 of Sections 23 and 24; also
the following eight 640-acre units: the W/2 of Section 29 and E/2 of 30, Township 25 North, Range 1
East; the E/2 of Scction 19 and W/2 of 20, Township 26 North, Range 1 East; the E/2 of Sections 5 and
8; the W/2 of Sections 5 and 8; the E/2 of Sections 17 and 20; and the W/2 of Sections 17 and 20, all
in Tounshlp 26 North, Range 1 West; the W/2 of Sections 1 and 12, and the W/2 of Sections 13 and 24,
all in Township 27 Worth, Range 1 West; also threec 600-acre units being the W/2 of Section 25 and all
of 26; all of Section 27 and the E/2 of 28; and the W/2 of Section 28 and all of 29, Township 27 North
Range 1 West; and one 400-acre unit in the same township comprising all of Section 30.
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO

5 August 1980

COMMISSION HEARING

—— - — T —————— - T — — —— T T —— —— T —— T —— —— . ———— - ——

IN THE MATTER OF:

CASE
6987

Application of Getty 0il Company for
statutory unitization, Lea County,
New Mexico.

- ———— o —— —— — —— g ————— — _——— = ————— ——— ———— = ————— - ———

BEFORE: Commissioner Ramey
Commissioner Arnold

TRANSCRIPT OF HEARING

APPEARANCES

Ernest L. Padilla, Esqg.

Legal Counsel to the Commissio
State Land Office Bldg.

Santa Fe, New Mexico 87501

For the 0il Conservation
Commission:

William F. Carr, Esqg.
CAMPBELL & BLACK P. A.

P. 0. Box 2208

Santa Fe, New Mexico 87501

.For the Applicant:
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MR. RAMEY: We'll call next Case 6987.

MR. PADILLA: Application of Getty 0il
Company for statutory unitization, Lea County, New Mexico.

MR. CARR: May it please the Commission,
I am William F. Carr, Campbell and Black, P. A., Santa Fe,
appearing on behalf of the applicant.

I have two witnesses who need to be

sworn.

(Witnesses sworn.)

MR. RAMEY: Any other appearances?

HERMAN W. TERRY
being called as a witness and having been duly sworn upon his

oath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. CARR:
¢} Will you state your name and place of
residence?
A My name is Herman W. Terry. I reside at
Hobbs, New Mexico.

Q Mr. Terry, by whom are you employed and

in what capacity?
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A I'm employed by Getty 0il Company as Area
Engineer in the Hobbs area.’

0. Have you previously testified before this
Commission or one of its Examiners ancd had your credenfials

accepted and made a matter of record?

A. Yes, sir, I have.

0 Are you familiar with the application of
Getty 0il Company as filed in this case?

. Yes, sir.

ol And are you familiar with the Myers

Langlie-Mattix Unit?

A Yes, sir, I am.

MR. CARR: Are the witness' qualifications

acceptable?
MR. PAMEY: Yes, they are.

0. Mr. Terry, will you please explain what
Getty 0il Company seeks with this application?

A Yes, sir. With this application Getty
0il Company is seeking to statutorily unitize for the putpose
of continued secondary recovery cperations those mineral in-
terests which underlie the Myers Langlie-Mattix Unit of which
Getty 0il Company is the operator,

0. Will you please summarize the events whic
have led up to this hearing?

A Yes, sir. Case No. 5087 was heard at an

i
t

]F

=
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Examiner's Hearing on October 31st, 1973. At this hearing

Skelly 0Oil Company, now Getty Oil Company, sought permission
to initiate a secondary recovery project in the Langlie-Mattix
Pool in Lea County, New Mexico.

Order No. R-4680 was issued by the Com-

mission on November 20th, 1973, authorizing the project. The,

|
unit was effective on February lst, 1974, and the unit agree- .

|
)

i

ment was revised twice thereafter.
To date in excess of 9% percent of both

the working interest owners and royalty interest owners have l

i
ratified the unit agreement, and Getty has made a concentrateé
effort to obtain 100 percent ratification of the unit agree- !

:
i
ment. i

MR. NUTTER: What was the percentage again,

please?

A In excess of 99 percent of both working

interest and royalty interest owners.

However, there still remain a total of
13 tracts for which we do not have 100 percent ratification
of the royalty interest owners, On these tracts we are main-
taining separate production facilities, Stafutory unitization
of these unsigned royalty interests will greatly benefit
the working interest owners, royalty interest owners, as well
as overriding royalty interest owners, of the unit. It will

allow Getty as unit operator to enter into lease line agree-
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ments with offset operators and more efficiently flood the
unit area. It will reduce operating costs, increase o0il re-
covery, and extend the economic life of the unit.

Q. Mr. Terry, are you familiar with the
New Mexico statutory unitization act?

A Yes, sir, I am,

0. Have you prepared certain exhibits for
introduction in this case today?

A, Yes, sir, I have.

0. Will you please refer to what has been

marked for identification as Getty 0il Company Exhibit Number !

One and explain to the Commission what this is and what it
shows?

A Exhibit Number One is an inde% map which
shows the locétion of the Myers Langlie-Mattix Unit in Lea
County, New Mexico. This unit is located approximately nine
miles north of Jal, New Mexico.

0 Will you now refer to Exhibit Number Two
and explain this to the Commission?

A Exhibit Number Two is an ownership map
on which the unitized area of the Myers Langlie-Mattix Unit
has been outlined in magenta. The tract numbers have been
jdentified and the Federal, State, and fee land is identified

Those tracts of fee land are further identified to indicate

which tracts have less than 100 percent ratification of the
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unit agreement.

As I previously mentioned, there are a
total of 13 unsigned tracts. These tracts being Tracts Nos.
50, 52, 53, 54, 55, 56, 61, 64, 65, 66, and Tract 81.

0 Mr. Terry, I believe also Tracts 43 and
45 are characterized as unsigned, is that correct?

A Yes, sir, that is correct.

0. And when you say unsigned fee land, it
doesn't mean that there are no interests in the tract that !
are signed, it means that there are just some fractional in-
terests that have not committed, is that correct?

A Yes, there -- in most cases we have the

biggest majority of the interests signed and in most cases

it's one royalty interest owner that has not ratified the
agreement.
0. Now on this plat the area that's out-

lined in magenta, that is the existing unit boundary, is that

i

correct? ]
- Yes, sir, that is correct,
0 That is also the proposed unit boundary?
A Yes, sir, we're not proposing to change

the unit boundary in any way.
Q. Mr. Terry, what formation is being unit-
ized?

A The Langlie-Mattix Pool.
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Q. How is the unitized interval being de-
fined? That is, what are the vertical limits of this -~

A. The unitized interval is defined as the
interval which extends from a point 100 feet above theAbase
of the Seven Rivers formation to the base of the Queen forma-
tion, this interval having been heretofore found to occur in
the Texas Pacific 0il Company Blinebry B No. 3 Well, which
is located 2310 feet from the west line and 320 feet from
the north line of Section 34, Township 23 South, Range 37

East, Lea County, New Mexico.

In this well the unitized interval was

present at an indicated depth interval of 316¢ feet to 3570
feet, as recorded on the Schlumberger electrical log run num- |
ber one, taken December 26th, 1952, this log having been

measured from a derrick floor elevation of 3300 feet above

0 Has the portion of the reservoir that you!

sea level.
propose to unitize been reasonably defined by development? 3

A Yes, sir, it has.

0 Are there windows within the present
unit area?

A . Yes, sir, there are. Referring back to
Exhibit Two, you'll note that there are three windows which
are present in the unit. The two smaller windows in the

western half of the unit present little, if any, operaticnal
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difficulties as far as secondary recovery operations are con-
cerned; however, I wish to point out that it's not the pur-
pose of this hearing to close either of these two windows

in the western half or the larger window in the easterﬁ half
of the unit.

0 Now, I direct your attention to this
larger unit in the eastern portion of the unit area. Will
granting of this application facilitate your being able to
cooperatively waterflood this area?

A Yes, sir, in this statutory unitization
we'll facilitate the execution of a cooperative lease line
agreement with this large window and our other offset oper-
ators in this portion of the field.

o Will you now refer to Getty's Exhibit
Number Three and explain this to the Commission?

A . Exhibit Number Three is a map which shows
the status of wells contained in the Myers Langlie-Mattix

Unit and proposed wells and conversions.

You will note that there are a number
of wells which have been converted to injection service but
are shut-in because of the delay in executing a lease line
cooperative flood agreement with offset operators. The un-
signed royalty interests are the primary reason for this
delay. For example, Well No. 226 in the southeast corner

of the unit is proposed for injection service and is a key
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well for any lease line agreement that we might execute; how-
ever, Well No. 226 is the only producing well on Tract 81,
which is one of the unsigned tracts ané cannot be converted
to injection service at this time. |

0 What is the status of the sign-up in that

particular tract?

A It is less than 100 percent.

0 . Is all the working interest committed?

A Yes, sir, all the working interest is
committed.

0 But you do have an outstanding royalty

interest owner that --

A Yes, sir, we do --
0. -- has not signed?
A -- have an outstanding royalty interest

that has not ratified.

0 Will you please refer to what has been
marked for identification as Getty Exhibit MNumber Four and
explain the data contained on this exhibit to the Commission?

A Yes, sir. Exhibit Number Four is a com-
parative production schedule which anticipates production
with and without statutory unitization.

Case number two, the case number two
schedule reflects the anticipated benefits of statutory

unitization. With the lease line agreement and the drilling
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and conversion of wells, as shown on Exhibit Three,-it is an-
ticipated that 500,000 barrels of additional secondary re-
covery of o0il will be recovered.

Production facilities on these unsigned
tracts are old and in any case only temporary. Without
statutory unitization investment of $600,000 will be required
in the near future for new production facilities on the un-
éigned tracts, and operating expenses are estimated to be
$90,000 greater per month than with a statutory unitization.

It is further anticipated that the life
of the unit will be shortened by two years because of the

higher operating expenses without statutory unitization.

0 Mr. Terry, will you now refer to Exhibit
Number Five and review this for the Commission?

A Exhibit Humber Five is a listing of esti-‘
mated reserves by well which will be lost if the unsigned
tracts are not statutorily unitized. This is a very conser-
vative estimate based upon our recovery in other areas of the
unit with fully developed waterflood pattern.

Q Mr. Terry, is unitized management, oper-
ation, and further development of a portion of the Myers
Langlie-Mattix Pool covered by this application reasonably
necessary to substantially increase the ultimate recovery of
oil from the unitized nortion thereof?

A Yes, sir, they are.
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0. And exactly what type of secondary re-

covery operations are you employing?

A Waterflood.
0. Now will you refer to Getty Exhibit Number

Six and explain this, what this shows.

A Exhibit Number Six is a calculation of

the gross value of the 500,000 barrels of secondary oil whichI

can be recovered with statutory unitization. This calculation

indicates the gross value of this production to be $18.24-
million. This exhibit also indicates how this additional
gross revenue would be divided.

0. And what price were you using in computin4
those figures?
A We're using an average -- a first quartery

1980 average price of $36.48 per barrel.

0. Are you taking into consideration the ;
windfall profits tax and other taxes?

A No, sir, this is strictly a gross calcu-
lation. We're not trying to account for windfall profit tax
or any taxes at all.

0. Now I believe you stated if this applica-
tion is granted, additional costs will be incurred in devélopi
the unit. Isn't that correct?

A Yes, sir, that's correct. 1It's antici-

nc

pated that an investment of approximately 1.6 million dollars
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will be required for new wells and conversion, assuming that
as a result of statutory unitization we are able to execute
a lease line agreement with offset operators; however, statu-
tory unitization will make the anticipated $600,000 investmen%
for facilities for the unsigned tracts unnecessary, and will
result in future -- a lower future operating expense, as well.

0. Will the estimated value of the additional

0il recovered from unitized management, plus a reasonable
profit, exceed the additional cost, if any, of conducting
these operations?

A Yes, sir, it will. Just briefly looking,.

with a 1.6 million dollars required, with a saving of $600,000

we're looking at slightly, probably only approximately Sl-millic

i

investment and the gross income that we anticipate is $18.24-
million,

Q Mr. Terry, will you now refer to what
has been marked Getty 0il Company Exhikit Number Seven and
explain this to the Commission?

A Exhibit Number Seven is a graph of the
monthly o0il and water production from the Myers Langlie-Mattix
Unit. The producing gas/oil ratio has been calculated and
plotted, as well as the monthly water injection volume. These
curves graphically point out the excellent response that we've

experienced in the Myers Langlie-Mattix Unit.

0. Are unitized methods of operation as appli

i
1

N4

2 (
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to the area covered by this application feasible?

A Yes, sir, I think from looking at Exhibit
Seven that you can definitely see that they are feasible.

0 Will you not refer to Exhibit Number Eight
and explain what this is and what it shows?

A Exhibit Number Eight is a graph of the

predicted unit performance with and without statutory unitiza-

in the recovery of an additional 500,000 barrels of secondary
0il and extend the economic life of the unit by two years, and
this is graphically presented in this exhibit.

0 ir. Terry, will unitization and adoption

by this application?

A Yes, sir, it will benefit all working
interest owners, all rovalty interest owners, and all over-
riding royalty interest owners, as well. ﬂ

Q0 Have you'reviewed this application with

the USGS?

A Yes, sir, we discussed this application
with the USGS in January of this year and it was requested thﬁt
we keep them informed. We've contacted them since then. We
have a meeting scheduled in Albuguerque with the USGS in the

norning to discuss the application.
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Q Have you reviewed the application with the
State Land Office?

A Yes, sir, we've -- the State Land Office
has been notified and it's been indicated to us that they will
approve the unit agreement following the issuance of a statu-

tory unitization order.

o And they're going to re-approve the --

the unit at that time?

A Yes, sir, that's correct.

0. Is unitized management operation and fur-

ther development of that portion of the Langlie-Mattix Pool, ‘

which is the subject of this application, reasonably necessary

H
i
!

to effectively carry on secondary recovery operations? i

I

i

;
¥
1

A Yes, sir, it is.

0 Will unitized methods of operation prevené
|
waste of 0il and result with reasonable probability in an in- !
creased recovery of substantially more oil from the unitized @
portion of the pool than otherwise would be recovered?

A Yes, sir.

0 Mr. Terry, is Getty, as unit operator of
this unit, do they presently have authority to commit addi-
tional wells to injection in the unit area by administrative
procedure?

A Yes, sir, we do.

0 &nd are you requesting that any order
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resulting from this hearing likewise permit conversion of ad-
ditional wells to injection by administrative procedure?

A Yes, sir, we are.

0. In your opinion will granting this appli-
cation be in the interest of conservation, the prevention of
waéte, and the protection of correlative rights?

a Yes, sir.

0 Were Exhibits One through Eight prepared

! by you or under your direction and supervision?

A Yes. sir, they were.

MR, CARR: At this time, may it please
the Commission, we would offer into evidence 2prlicant's Ex-

hibits One through Eight.

MR. RAMEY: The Exhibits One through

Eight will be admitted.
MR. CARR: We have nothing further of
this witness on direct.

MR. RAMEY: Any questions of the witness?|

Mr. Nutter?

QUESTIONS BY MR. NUTTER:

Q Mr. Terry, you stated that you weren't
seeking to close the windows that are in the unit area. 1In
looking at your Exhibit Numher Three, first of all, I don't

have on my legend an explanation of what the orange circles
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depict. Should that be colored on the legend?

A Yes, sir, that should be shown converted
shut~in.

0. Okay, that's --

A The orange -- the orange circles.

0 And then I look up here at the Atlantic

. tract, which is in Section 30. It's a 40-acre tract, and on

Section 3 it would appear that there are two green tracts

- shown there, or two green circles.

A Yes, sir.

Q Being injectors, and two tilted squares,
being -- indicating they're proposed for injection.

A Yes, sir, that's correct.

0 And then on that 40-acre tract there's a
square around a circle that says proposed producer.

Now why aren't you closing the window

there? You've got four injection tracts surrounding a 40-acre

tract. It looks like you're driving oil off the unit onto
that 40-acre tract without any protection for the unit?

A We've discussed this with ARCO, bringing
this particular window into the unit. It's just we're not
seeking to do this at this time, but our -- this is an unde-
veloped tract. ARCO has expressed an interest to bring the
window into the unit.

0. Do you think it's going to be committed
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to the unit?

A Yes, sir, I feel that in the future it
will be committed to the unit.

o) What incentive does ARCO have to come int&

the unit? 1It's sitting there with a producer surrounded by |

four injection wells. ,

A Presently there's only two injection

This is -- this is simply a proposed pattern of development '

for the unit at this point. i

0. Now I can understand down here in the l
southwest corner of the unit, that company has one proposed
injection well and one‘proposed Producing well, sco you'd come
out even with respect to unit operations there.

A Well, this is our proposal here, as far j
as this injection well, and then we've discussed with these ]
people, as well, the possibility of bringing this window into
the unit, or some type of cooperative agreement.

0. Uh-huh, and if you had a cooperative
agreement, the unit would come out even,'wouldn‘t it, with
respect to the 80-acre tract ~-

A Yes, sir, this well --

0. -- even if they didn’t come in,.

A Yes, sir, that's correct.
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0. And then this Carter Foundation lease over

to the east here has a number of injection wells and producing
wells. You are working on a line agreement with that company?

A Yes, sir, we are. We have discussed a

line agreement with the Carter Foundation. They are definitely

not interested in entering the unit. They do wish to execute

a lease line agreement and the biggest hold-up on that is in

this Well 226. {

b

ization available to you when this unit was originally put
together.

A No, sir.

Q Well now, you didn't have statutory unit-!

. H
0. And you couldn't make Carter come in under

any kind of a statutory unitization, but it is available to

you now. Why haven't you brought these undeveloped -- or thes:

uncommitted tracts in?

A We -- we just don't choose to bring in
Carter Foundation. We feel that a lease line agreement is --
is the way we would prefer to go on it, rather than try to
bring in this particular window,

0 : Uh-huh, Now, why are these converted
injection wells shut-in, that being the orange wells? Because
you haven't arrived at a lease line agreement?

A Yes, sir, because we do not have an

agreement.

i
I

D =
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0 Uh~huh, and when you have an agreement,

those wells will be put back on injection?

A Yes, sir, that's correct.
0 They did inject at one time?
A No, they were -~ no, sir, they were con-

verted and injection tubing was ran and they've been shut-in |

since then. We haven't injected.
1
|
i

we feel, is the most effective way to flood the unit, and this

0 So you're just ready to go with injection.

A Wle're ready to go with this -- this is,

is the agreement that we're hoping to negotiate with the Carten

Foundation.

0. Now on your Exhibit Number Six, Mr. Terry,

we have all these computations in dollars. The fee royalty |
unsigned would gain an additional gross revenue of $7000.
That's -- why is this figure so low, because you have such a

small amount of unsigned --

A, Yes.

0 -- royalty owners?

A Yes.

0. At the present time?

A Yes, sir, that's correct. If you'll look
at the interest there that-the fee royalty -- unsigned fee

royalty have, that -- that's the reason.

0. Uh-huh, now their actual royalty is more
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than this. This is just the additional royalty --
A This is just the additional, based upon
the recovery of an additional 500,000 barrels of oil.

MR. NUTTER: I believe that's all.

Thank you.
MR. RAMEY: Any other guestions of the

witness?

iy CROSS EXAMINATION
BY MR. RAMEY:

0 Mr. Terry, say if -- if you don't get a
back and request that they be force pooled into the unit?

at this time. I think we would first probably try to arrive
at a different or a compromise, less than ideal lease line
agreement before we would take that course of action.

0. Okay, thank you.

MR. RAMEY: Any other questions?

MR. NUTTER: One more.

QUESTIONS BY MR. NUTTER;:

0. Well, Mr. Terry, I haven't looked at the

description of the unit boundaries in the Exhibit Nine that's

” coming up, but the unit boundaries are defined as excluding

line agreement with Carter Foundation, are you prepared to come

A I don't think I'm prepared to answer that'

i
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these windows. These are not unit -- these are not windows
of uncommitted acreage in the unit. They're lands that are
outside of the unit, is that it?

A Yes, that's correct. That's the way
it's --

Q. Any statutory unitization order does not

affect these because they're not in the unit.

A That's correct.
0. Okay.
A The unit area will remain exactly the

same as it is now and these windows are not within the unit.
0. Okay.
MR. RAMEY: The witness may be excused.
Do you want to call your next witness, Mr. Carr?

MR. CARR: I call Harvey 0. Woods.

HARVEY O, WOODS
being called as a witness and having been duly sworn upon his

oath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. CARR:
Q. Will you state your full name and place
of residence?

A Harvey O. Woods, Midland, Texas.,
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before this Commission as a landman and had your credentials

accepted and made a matter of record?

a

0

mission your educational background and your work experience?

A

sity in business management. I worked for Skelly and Getty

office manager, assistant operations superintendent, and a

landman.

=

Q.
Getty 0il Company in
A
Q
Langlie-Mattix Unit?

A

acceptable?

Page 24

Mr. Woods, have you previously testified

No, I have not.

Would you briefly summarize for the Comn-

I'm a graduate of Hardin Simmons Univer-

: 011 Companies for the last twenty-seven years as a roustabout, |

And by whom are you currently employed?
Getty 0il Company.

In what capacity? ‘ !
As a New Mexico area landman.

Are you familiar with the application of
this case?

Yes, I am.

And are you familiar with the Myers

Yes, I am.

MR. CARR: Are the witness' qualification

MR. RAMEY: Yes, they're acceptable.

Mr. Woods, have you prepared certain ex-

1424
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hibits for introduction in this case?

A Yes, I have.

0. Would you please refer to what has been
marked as Getty Exhibit Number Nine and identify that for the
Commission?

A This is a unit agreement for the develop-

ment and operation of the Myers Langlie-Mattix Unit in Lea

I
t
1
'

l'?

0. Will you now refer to Applicant's Exhibit !

County, New Mexico.

Number Ten and explain what this is and what it shows? ’

A This is the first andé second revision of

!

!

|
the unit agreement that provides for -- that identifies the '
character of the land, the waterflooding operation., and the i

i

unit area. i

0 And is this in a usual form? h
I
A It's in a usual form, yes. ﬁ
i
0. And does it set out the basis for partici?

pation of each of the parties in the unit?
{

A Yes, it does.

)

0 Are the waterflooding opérations presentl;

being conducted in this unit?
a. Yes, they are.

0 Would vou please explain the basis for

the participation formula?

A Prior to unitization they had an engineeriin
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study committee that made a study of the recommended reservoir
based on past cumulative production, the anticipated secondary
recovery, and the acreage contributions of each tract, and
they arrived at a formula for tract participation from that
study.

0 In your opinion, does this formula allo-
cate production to the separately owned tracts on a fair,
reasonable, and equitable basis?

A Yes, it does., and after the unit was
created the working interest owners negotiated an eguitable

formula for the tract participation and it was ratified by the

working interest owners.

0 And that's the formula we're presenting

to the Commission today?

A That is true.

Q What is the basis for participation in
the unit?

A 85 percent ultimate recovery, 10 pefcent

cumulative past production, and 5 percent acreage.

0 Mr. Woods, would you please refer to what
has been marked for identification as Getty 0il Company Exhibi
Number Eleven and identify this for the Commission?

A Yes. This is the unit operating agreemen

for the Myers Langlie~Mattix Unit,

Q. Now I'd ask you to review Exhibit Humber
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Twelve and explain to the Commission what it is and what it
shows.

A This is a unit operating agreement, Exhibit
D, second rivision, July 1, 1976. It outlines the supervision
of the unit to be exercised by the now operator. It defines
the rights and duties of all parties. It shows how investments
and costs are to be shared. It establishes voting procedure
for decisions to ke made by the working interest owners. This
is based on the equal working interest owner participation in
the unit; sets forth the accounting procedures, and contains
other standard provisions in a unit of this type.

0 Okay, so the voting procedures are tied

to the ownership of each of the working interest owners?

A Yes, based on their participation.

0 And the unit operating agreement, as
amended, shows how costs will be allocated and paid.

A Absolutely. i

0 Mr. Woods, if statutory unitization is
approved pursuant to this application, will the unit continue
to be operated under the same unit agreement, unit operating
agreement?

A There will be no change in either agreemept
0. Will you now refer to what has been

&

marked for identification as Getty Exhibit Number Thirteen and

explain to the Commission what this is?
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A Yes. This is a list of the working intereg
owners in the Myers Langlie-Mattix Unit, and it shows the unit
participation and indicates which interests are not signed, or
unsigned.

0. What percentage of the working interest
ownership is presently unsigned?

A Less than 1/100ths of one percent.

0. Will you now refer to what has been

' marked for identification Getty Exhibit Mumber Fourteen and

explain this to the Commission?
A This is an indemnity agreement with the
Langlie-Mattix Myers Unit. It covers the unqualified tracts

that wish to come into the unit kbut will indemnify the other

working interest owners of any type of -- of bills or costs or

any kind of liability against unqualified tracts.

0. Mr. lloods, would you now refer to Getty
Exhibit Number Fifteen and explain what this is to the Commis-
sion?

A This is a letter dated October the -- I
mean February the Sth, 1980, requesting for Division orders
and any type of information from all working interest owners
to provide us with the information to try to sign unsigned
royalty owners in various tracts in the unit.

0 And this letter was mailed to all working

interest owners?

st
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A All unsigned ~- oh, the letter was mailed
to all working interest owners in the unit, yes.

0. And you were attempting to get the most
current address of the royalty interest owners?

A We were trying to get information to lead
us to sign the unsigned royalty tracts, yes.

0. Now I'd ask you to explain what Exhibit
Mumber Sixteen 1is. j

A This is a list of the rovalty interest !
owners, including the royalty and overriding royalty interests
within the unit. It shows the royalty interest, their parti-

cipation in these tracts. It also indicates the unsigned

royalty owners. ;
0 What percentage of the royalty interest é
ownership is currently unsigned? I

A 1/4th of one percent.

0. Now, Mr. Woods, please refer to what has !
been marked for identification as Getty Exhibit Number Seventeé
and explain this to the Commission?

A Okay. This was a letter that was written
to only those that were not committed to the unit.

Q This was only to royalty interest owners?

A These are to royalty interest owners,

overriding royalty and royalty, and the reason for this was

Tt

trying to, or attempting to get those people to ratify the uni
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on a voluntary basis.

0 And what response did you receive to this
lettexr?

A About 50 percent of those that were un-
signed at that particular time responded to this letter.

0. Wlould you briefly summarize your prior

efforts to get royalty interest owners to commit their interest
to the unit? |
i

A For the past five years we've had anywheré

from two to three employees researching records, trying to get

available information as to the present whereabouts of all the

unsigned royalty owners. We mailed out certified letters for
a unit agreement, unit operating agreement, and ratification,
and spent numerous telephone calls and even trips to visit

with the people that were unsigned to attempt to get those

people to voluntarily ratify the unit.

0 Do you believe you have done all that you!
reasonably can do to obtain voluntary commitment?

A At this time, yes, I do.

0. Has Getty made a good faith effort to
secure voluntary unitization of all working interest owners
and royalty interest owners in the area affected by this ap-
plication?

A Yes, sir, they have,

Q Will you now refer to what has been marke

o
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Getty Exhibit Number Eighteen and explain to the Commission
what this is and what it shows?

A This is a tabulation of the royalty in-
terest, showing a total interest -- total Federal interest, a
total State interest, and the unsigned fee and the signed fee.
And then under the working interest it shows a signed royalty,

the signed working interest and the unsigned working interest,

. and both tabulate over 99 percent, as a round-off area, of

" more than --

0 What was that? Would you repeat that
answer?

A ~ On this right here?

Q. Yes.

A There's a total of less than 2 percent —-!

| say 2000 to 1 percent does not sign in the royalty and the --

I and the working interest ‘ownership.

Q And is this total --

A It's not equal to 100, no. Call it a

¥ round-off area of -- round-off area is allowed out here of

about 2-millionths.

0 Have there been any changes in this

# tabulation since May of 19802

A No change,
Q Mr, Woods, were Exhibits Nine through

Bighteen either prepared by you or can you testify to their
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accuracy from your own knowledge?
A Either by me or under my supervision.
MR. CARR: At this time we would offer
Getty Exhibits Nine through Eighteen.
MR. RAMEY: Getty Exhibits Nine through
Eighteen will be admitted.

MR. CARR: We have nothing further of

MR. RAMEY: Any questions? Mr. Hutter.

QUESTIONS BY MR. NUTTER:

0 Mr. Woods, in response to guestions, Mr.
Terry stated that the CArter Foundation tract, the Atlantic
tract, and this other tract down here in Section 7, were not

in the unit area; that the unit area was defined by the magenta

line and it excluded those tracts.

|

» 3 3 { .

Then on examination of the unit agreement
|

and Exhibit A, the Carter Foundation tract is shown to be in

the unit area 1in Tract 9.

The Atlantic tract is shown in the unit

tion 7 is shown to be Tract Number 67.
Now I realize that in the participation
they're shown as having zero participation but they are in the

unit area. Now if we enter an order statutorily unitizing the
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unit area, as defined, those tracts are coming in.

A It will have to be revised to exclude
those tracts, the unit agreement.

0 What have we got here to revise it? We
don't have any testimony --

MR. CARR: The two revisions to the unit

agreement, which are Exhibits -- the following exhibits --
A Exhibits right there exclude those.
MR. CARR: =-- exclude that from the unit
area.
0. All right, Exhibit Number One is the

first revision to the operating agreement. Where are those

It
"

' exhibits, Mr. Carr?

MR. PADILLA: Isn't that Exhibit Ten?
MR. HUTTER: No, that's the --

MR. CARR: They should be Exhibit Ten, Mr

i Mutter. Let's see Exhibit Ten.

MR. TERRY: 1It's right there.

MR. NUTTER: Okay, Exhibit Ten is the new
revised Exhibit A to the unit agreement, is that it?

MR. CARR: That's correct.

MR, NUTTER: And Exhibit C here is a re-
vision of the schedule of tract participation. WNo, it doesn't
exclude Tract 9.

MR. RAMEY: Where -- where is Tract 9?
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MR. NUTTER: Or did you renumber the
tracts?

It calls it an unqualified tract but it's
still listed in here as a tract in the unit.

MR. CARR: Tract 9, like other tracts up
in the -- oh, let's see, Mr. Nutter --

MR. NUTTER: Tracts 82 and 67, I believe,
are —--

MR. CARR: Well, these tracts have been
treated as if they were outside of the unit. There are also
some other tracts to the north and east that are -- are the
same. They're carried in here as unqualified tracts that were
within the original proposed area, but they are treated through
out as if they are not within the unit area at all and not,
therefor, windows.

MR, NUTTER: Shouldn't the Exhibit B be
revised to eliminate those tracts?

MR. CARR: Well, perhaps it should be.

It would be consistent with the ad. It would be consistent

with the legal -- with the application and all in this casé
to do that, too, téke those out and perhaps an additional re-
vision of Unit B would be necessary to avoid this confusion
on this.

MR. NUTTER: Now I note that originally

Tract Number 67 on the original unit agreement and Exhibit C
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was shown as being a participating tract, but is now shown as
not participating at all. Did that tract at one time partici-
pate?

MR. CARR: It apparently has never parti-
cipated. It was in the area but unqualified.

MR. PADILLA: Well, the other, Tract 82

and Tract 9 do show zero participation from both, but Tract

- 67 does show a percent participaticen.

MR. NUTTER: We're looking at Exhibit C
to the unit agreement, the original unit agreement.

MR. CARR: The original?

MR. NUTTER: Right. Okay, now you'll notT

there that Tract 9 shows zero participation for Phase One and

zero participation for Phase Two,

Then on the next page Tract 67 shows partn

icipation on Phase One and Phase Two., Tract 82 shows zero
participation for Phase One and Phase Two.

So even though that tract didn't qualify,
apparently at one time it participated.

MR. CERR: Mr. Nutter, there is an error
in the Exhibit C attached to the original unit agreement and
it is correct -- it is corrected by the revisions to it that
were adopted in 1974. 1If you desire I can call a witness who

can testify to that fact.

MR. NUTTER: Is it shown on one of the
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exhibits?

MR. CARR: It's Exhibit Number Twelve. 1It's actually
or I'm sorry, Exhibit Number Ten. It's actually the third
page of that exhibit. Exhibit C lists the schedule of tract
participation and Tract 67 has been excluded.

MR. NUTTER: Well, all three tracts are
excluded on that exhibit.

MR. CAPR: That's correct.

MR. TNUTTER: 9 and 57 and 32.

MR. CARR: That's right. That's correct.

unit; that is referring to Tract 67.

MR. NUTTER: Okay. Well, apparently Ex-

the unit outline as amended, as the actual unit area, which
excludes the old Tract 9, 67, and 82,

MR. CARR: That's correct.

MR. NUTTER: And also some tracts up on
the north end that --

MR. CARR: That is correct,

MR, NUTTER: -- you mentioned, and a 40-ag

tract down on the south end.
MR. CARR: That's right.

MR. NUTTER: Yeah, one 40-acre tract in

the south end.

H
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MR. CARR: In Section 9.

MR. NUTTER: Where Well 220 is.

MR. CARR: Yes, sir, in Section 9, that's
correct.

MR, NUTTER: Okay.

MR. CARR: Which is the southwest of the
northeast of that section.

MR. NUTTER: Okay, so now if you could

! prepare a new exhibit B to go with this revised Exhibit 2, to

substitute for the Exhibit B that's in Exhibit Ten.

MR. CARR: Right, we can do that.

MR; NUTTER: Excluding those tracts com-~
pletely and not just listing them as unqualified tracts, but
excluding them, then the unit area could be defined. Exhibit
Ten as amended would stand as the definition of what the unit
area is, and it wouldn't affect royalty interests or working
interests, either one, in those lands that are outside the
unit area.

MR. CARR: Getty has.'the"data to do-that,
and with the Commission's permission, we will supply that data
to you immediately with the amended exhibit reflecting -that
these tracts are not just unqualified but not within the unit
area at all.

MR. NUTTER: Not in the unit area at all.

MR. CARR: Correct.
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MR, NUTTER: Right. That's all the

guestions I have on that.

MR, RAMEY: Any other questions 'of Mr.

Woods? He may be excused.

MR. CARR: We have nothing further.
MR. RAMEY: Does anyone have anything

further in Case 6987?

If not, the Commission will take the

case under advisement, and the hearing is adjourned.

(Hearing concluded.)
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the foregoing Transcript of Hearing before the 0il Conserva-
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by me to the best of my ability.
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CAMPBELL anD BLACK. r.A.

LAWYERS
JACK M, CAMPBELL POST OFFICE BOX 2208
BRUCE D. BLACK JEFFERSON PLAGE
MICHAEL B. CAMPBELL
WILLIAM F. CARR SANTA FE. NEW MEXICO 87501

TELEPHONE (E0S) 988-4421

August 5, 1980

Mr. Joe D. Ramey
Director
0il Conservation Division

New Mexico Department of HAND DELIVERED

Energy and Minerals
Post Qffice Box 2208
Santa Fe, New Mexico 87501

Re: Case No. 6987: Application of Getty Oil Company
for Statutory Unitization of the Myer Langlie-
Mattix Unit, Lea County, New Mexico

Dear Mr. Ramey:

Enclosed in triplicate is a revised Exhibit B which is part
of the 1976 Revision to the Myer Langlie-Mattix Unit Agree-
ment. Getty offered this as their Exhibit No. 10 in the
above-referenced case. We have deleted from Exhibit B all
non-qualified tracts which have been excluded from the unit
area.

If you have questions about the enclosed, please advise.

Veéy truly yours,

William F. Carr

WFC:1lr
Enclosure

cc: Mr. James E. Eakin, Jr.
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 STATE OF NEW ME: O -
Eb LY AND MINERALS 0: ~ARTME
UTL CONSERVATION DIVISION ~

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

CASE NO. 6987
Order No. R-6447

APPLICATION OF GETTY DIL COMPANY
FOR STATUTDRY UNITIZATIQON, LEA
COUNTY, NEW MEXICQ.

ORDER_OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on August 5, 1980,
at Santa Fe, New Mexico, before the 0il Conservation Commission
of New Mexico, hereinafter referred to as the "Commission."

NOW, on this 27th day of August, 1980, the Commission,
8 quorum being present, hsving considered the testimony and the
record and being otherwise fully advised in the prenmises,

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 spplicant, Getty 0il Company, seeks the
statutory unitization, pursuant to the "Statutory Unitizstion
Act,” Sections 70-7-1 through 70-7-21, NMSA 1978, of 9,360
acres, more or less, being a portion of the Langlie Mattix Pool,
Lea County, New Mexico, said portion being known as the Myers
Langlie-Mattix Unit Area and applicant further seeks approval
of the Unit Agreement as revised and the Unit Operating Agree-
ment as revised.

(3) That the Myers Langlie-Mattix Unit Agreement was
approved by the 0il Conservation Commission by Order No. R-4680
entered in Case No. 5087 on Dctober 31, 1973.

(4) That the Myers Langlie-Mattix Unit became effective
on February 1, 1974, and has been operated by Getty 0il Company
and its predecessor in interest, Skelly 0il Company, since that
date. .

Exhibit L
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(5) That the applicant seeks statutory unitizstion af
this voluntary unit to enable it to institute more effective
and efficient operating practices thereby extending the eco-
nomic life of the unit.

(6) That the unit area should be designated the Myars
Langlie-Mattix Unit Area and the horizontal limits of said unit
ares should be comprised of the following described lands:

TOWNSHIP 23 SOUTH, RANGE 36 EAST, NMPM

Section 25: N/2Z NEJ&4, SE/4 NEJG,E/2
SW/4, SW/4 SW/4, and SE/4

Section 36: N/2, SE/4, and E/2 SHW/4

TOWNSHIP 23 SOUTH, RANGE 37 EAST, NMPM

Section 2B: SH/4

Section 29: W/2, W/2 £/2, and E/2 SE/4

Section 30: N/2, SW/4, N/2 SE/&4, and
SW/4 SE/4

Sections 31 through 33: All

Section 34: W/2

TOWNSHIP 24 SOUTH, RANGE 36 EAST, NMPM

Section 1: NE/4.-NE/4

Section 12: S/2 N/2, N/2 S/2, and SE/4
SE/4

TOWNSHIP 24 SDUIE) RANGE 37 EAST, NMPM

Sectian 2: W/2 NE/& and W/2

Section 3: NE/&4, E/2 SE/4, and W/2

. SW/4

Sections 4 and 5: All

Section 6: E/2, €/2 W/2, end NW/&
NW/4

Section 7: N/2, SE/4, and 5/2 SW/4

Section B: N/2, N/2 S/2, and SW/4
SW/4&

Section 9: NW/4, N/2 SH/4, N/2 NE/4,
and SE/4 NE/4

Section 10: NW/4, W/2 NE/4, SE/4 NE/4,
E/2 SW/4, and W/2 SE/4

Section 11: SW/4 NW/4

(7) That the vertical limits of said Myers Langlie-Mattix
Unit Area should comprise that interval which extends from a
point 100 feet above the base of the Seven Rivers formation to
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the base of the Queen formation; sald interval having been
heretofore found to occur in the Texas Pacific 0il Cempany's
Blinebry "B" Well No. 3 located 330 feet from the North line
and 2310 feet from the West line of Section 34, Township 23
South, Range 37 tast, NMPM, Lea County, New Mexico, at an indi-
cated depth interval of 3168 feet to 3570 feet, as recorded on
the Schlumberger Electrical Log Run No. 1 taken December 26,
1952, said log being measured from a derrick floor elevation

of 3300 feet above ses level.

(8) That the portion of the Langlie Mattix Pool proposed
to be included in the aforesaid Myers Langlie-Mattix Unit Area
has been reasonably defined by development.

(9) That the applicant proposes to continue water flooding
for the secondary recovery of oil, gas, gaseous substances,
sul fur contained in gas, condensste, distilleste and all associated
and constituent liquid or liquifiable hydrocasrbons within and to
be produced from the proposed unit area.

(10) That the continustion of secondary recovery operations
as » result of stastutory unitization should result in the addi-
tional recavery of approximately 500,000 barrels of oil.

(11) That the unitized mansgement, operation and further
development of the Myers Langlie-Mattix Unit Area, as proposed,
is reasonably necessary to effectively carry on secondary re-
covery aperations and will substantislly increase the ultimate
recovery of oil from the unitized portion of the pool.

(12) That the proposed unitized method of operation as
applied to the Myers Langlie-Mattix Unit Avea is feasible and
will result with reasonable probability in the increased re-
covery of substantislly more ocil from the unitized portion of
the pool than would otherwise be recovered without unitization.

(13) That the estimsted additionsl investment costs which
result from statutory unitization are $1.6 million from which
can be deducted $600,000, which will be saved by nat having to
maintain separate production facilities on certain tracts within
the unit area for a net asdditional investment of $1 million.

(14) That the additional recevery to be derived from the
extended secondary recovery operations resulting from statutory
vnitization will have & gross value to the unit of $18.24
million.
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(15) That the estimated additional costs af the proposed
operations (as described in Finding No. (13) above) will not
exceed the estimated value of the additionel oail (8s described
in Finding No. (14) above) plus a reasonable profit.

(16) That the applicant, the designated Unit Operator
pursuant to the Unit Agreement and the Unit Operstion Agreement,
has made a goad faith effort to secure voluntary unitization
within the Myers tanglie-Mattix Unit’ Areas.

(17) That the participation formula contained in the Unit
Agreement allocates the produced and saved unitized substances
to the separately owned tracts in the unit area on a fair,
reasonable, and equitable basis.

(18) That statutory unitization and the adoption of the
proposed unitized method of operatien will benefit the working
interest owners and royalty owners of the o0il and gas rights
within the Myers Langlie-Mattix Unit Ares.

(19) That the granting of the application in this case will
have no adverse effect upon other portions of the Langlie
Mattix Pool.

(20) That applicant's Exhibits Nos. 9 and 11 as revised by
Exhibits 10 and 12 in this case, being the Unit Agreement and
the Unit Operating Agreement, respectively, should be incorporated
by reference into this order.

(21) That the Myers Langlie-Mattix Unit Agreement and the
Myers langlie-Mattix Unit Operating Agreement providu Tor uniti-
zation and unit operation of the Myers Langlie-Mattix Unit Area
upon terms and conditions that are fair, reasonsble, and equit-
able, and which include: .

(a) an ellocation to the separately owned tracts in
the unit area of all oil and gas that is produced from the
unit area and which is saved, being the production that is
not used in the conduct of unit operations or not unavoid-
ably lost; ‘

(b) a provision for the credits and charges to be
made in the adjustment among the owners in the unit area
for their respective investments in wells, tanks, pumps,
machinery, materials, and equipment contributed to the
unit operations; :
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(c) @& provision governing how the ‘costs of unit
operations including capital investments shall be deter-
mined and charged to the separately owned tracts and how
said costs shall be paid including a provision providing
when, how, and by whom the unit production allocated to
an owner who does not pay his share of the costs of unit
operations shall be charged to such owner, or the interest
of such owner, and how his interest may be sold and the
proceeds applied to the payment of his costs;

(d) =& provision for carrying any working interest
owner on a limited, carried, or net-profits basis, payable
out of production, upon such terms and conditions which
are just and reasonable, and which allow an appropriate
charge for interest far such service payable out of pro-
duction, upon such terms and conditions determined by the
Commission to be just and reasonable, and allowing an
appropriate charge for interest for such service payable
out of such owner's share of production, providing that
any nonconsenting working interest owner being so carried
shall be deemed to have relingquished to the Unit Operator
all of his operating rights and working interests in and
to the unit until his share of the costs, service charges,
and interest are repaid to the Unit Operator;

(e} a provision designating the Unit Operator and
providing for the supervision and conduct of the unit
operations, including the selection, removal or substitu-
tion of an operator from among the working interest owners
to conduct the unit operations;

(f) a provision for voting proresdure for the decision
of matters to be decided by the working interest owners
in respect to which each working interest owner shall have
a voting interest equal to his unit participation; and

(a) the time when the unit operation shsll commence
and the manner in which, and the circumstances under which,
the operations shall terminate and far the settlement of
accounts upon such termination.

(22) Thsat applicant seeks establishment of an administrative
procedure whereby the conversion of additional wells to injection
may be approved without further notice or hearing.

(23) That the statutory unitization of the Myers Langlie-
Mattix Unit Aree is in conformity with the above findings, and
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will prevent waste and protect the correlative rights of all
owners of interest within the proposed unit area, and should
be approved.

JT IS THEREFORE ORDERED:

(1) That the Myers Langlie-Mattix Unit Area, comprising
9,360 acres, more or less, in the Langlie Mattix Pool, Lea
County, New Mexico, is hereby approved for statutory unitization
pursuant to the Statutory Unitization Act, Sections 70-7-1
through 70-7-21 NMSA 1978.

(2) Thet the lands included within the Myers Langlie-
Mattix Unit Aree shall be comprised of:

TOWNSHIP 23 'SOUTH, RANGE 36 EAST, NMPM

Section 25: N/2 NE/4, SE/4 NE/4, E/2
SW/4, SW/& SW/4, and SE/& -

Section 36: N/2, SE/4, and E/2 SH/4

JOHNSHIP 23 'SOUTH, RANGE 37 EAST, NMPM

Section 28: SW/4

Section 29: W/2, W/2 €/2, and E/2 SE/4

Section 30: N/2, SW/4, N/2 SE/4, and
SW/4 SE/4

Sections 31 through 33: All

Section 34: W/2

TOWNSHIP 24 SOUTH, RANGE 36 EAST, NMPM
Section 1: °~ NE/4 NE/4 ]
"~Section 12: S/2 N/2,.N/2 S/2, and
SE/4 SE/4

TJOWNSHIP 24 SOUTH, RANGE 37 EAST. NMPH

Section 2: W/2 NE/4 and W/2

Section 3: NE/4, E/2 SE/&, and W/2 SH/4

Sections 4 end 5: All

Section 6: E/2, E/2 W/2, and NW/4& NW/4

Section 7: N/2, SE/4, and S/2 SW/4&

Section 8: N/2, N/2.5/2, and SW/4 SW/4

Section 9: NW/&4, N/2 SW/4, N/2 NE/4&,
and SE/4 NE/&

Section 10: NW/4, W/2 NE/4, SE/4 NE/G4,
E/2 SW/4, and W/2 SE/&

Section 11: SW/4 NW/4
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(3) That the vertical limits of said Myers Langlie-Mattix
Unit Area should comprise thet interval which extends from a
point 100 feet above the base of the Seven Rivers formation to
the base of the Queen formation; said interval having been
heretofore found to occur in the Texss Pacific 0il Company's
Blinebry “B" Well Na. 3 located 330 feet from the North line
and 2310 feet from the West line of Section 34, Township 23
South, Range 37 East, NMPM, Lea County, New Mexico, at sn indi-
cated depth interval of 3168 feet to 3570 feet, as recorded on
the Schlumberger Electrical Log Run No. 1 taken December 26,
1952, said log being messured from a derrick floor elevation
of 3300 feet above sea level.

(4) That the applicant shall waterflood for the secondary
recovery of oil, gas, gaseous substances, sulfur contained in
gas, condensate, distillate, and all associated and constituent
liquid or liquified hydrocarbons within and produced from the
unit area,

(5) That the Myers Langlie-Mattix Unit Agreement as revised
and the Myers Langlie-Mattix Unit Operating Agreement as revised
are approved and adopted and incorporated by reference into this
order.

(6) That when, pursuant to the terms of Sections 70-7-9
NMSA 1978, the persons owning the ‘required percentage of interest
in the unit area have approved or ratified the Unit Agreement
and the Unit Operating Agreement, the interests of all persons
within the unit area are unitized whether or not such persons
have spproved the Unit Agreement or the Unit Operating Agreement
in writing.

(7) That the applicant as Unit Operator shall notify in
writing the Division Director of any removal or substitution
of said Unit Operator by any other working interest owner within
the unit ares. ’

{B) That the applicant is suthorized to convert additionsal
wells to injection in accordance with the provisions of Division
Rule 701 E 4.

(9) 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 herein-
above designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSIGN

" ALEX 3. ARMIJO; Member

SEAL"

fd/
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Watang [rpkr shon and Prodcion Dana .
- . 44.7 September 15, 1980
. filc: Myers Langlie Mattix Unie

tanglie Mateix Fleld
Laa County, New Mexico

oL . " Rar  Statutory Unitization

MYERS LANGIIZ MKATTIX UNIZ
ROYALTY INTEREST OWNZRS

" Dear Royalty Intarest Ownersi -

on Auqu:s: 27; 1980, the XNav x.xico 041 Conservation Division

entersd lts Crdex No. R-6447 approving statutsry uwnitizazion of
the Myers Langlis-Matelix Unis.

.In 1974, the'Myers Langlis-Mattix Unit was crestad by vorking.
inturest cwners and rcyalty interezt ownrers who velunzarily
comnittad tieir inzereses in a pertiecn of the langlie-Mas:zix
Pool for the purpose of instituting secondary zrscovery opera~
tions Ly wateszZlooding. At prasent, ownars of more than §9% of
the working intarest and 59t of tha royalty ifnterest in they unit
arsx hdve voluntarily jolned tha uait. Statutory unieizazion

111 snable Getty Oil Company a3 uniz operztor to bzing the
rermining interests in the unit area into the unit,

In 2575, Rev Mexico adopted the Statutsry Unitization Ass. The
puzposes 6f thisg Act ars to promote the formatica of oll and gas
units far seccadary recsvery -opérations and to provide for mofe

efficiencly operated units whieh will, in turn, produce greatsr
volumas ol ¢ll and §as.

- Btatutary unicizatica of the Myers Langlie-Mastix Unit will
banefls every zcyalty interest cvner in the unit by anabling
Lty to institute efficlent operating practices that presently
cannot be erployed dua ts the small uncomitted interes:is in
. the unit arsx. The &nstieveicn of rore efficient operatin
. practices will raduse the costs of unit operations and will
anable the unitz to produce Zor a longsr pertiod of time. Siatu-
tory unitization of ths Myer: Langlie-Mattix Unit should resul:
in the recovery of an additional 500,000 darrels ef oil. At
present oil prices, this reprasents additional ¢ross income to

the unis of $18,240,600. This income will ba Shared by ysu and
other intsrest ovnezs in the unit.

 — B\ A~
(R YL . U

Exhibit M
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MYZRS LANGLIE MATTIX UNIT BAGE 2
ROYALTY INTZRYST CWNERS A SEPTEMBER 1%, 1380

The Oil Comservation Commiszsion approved statutory uniti:atien
©f the prasent unit area only after a public hearing in vhich
Gatty 011 Company appeared befors the Commission and revisved all
the costs and banefits of unitization., Their order, a copy of
which 13 atsached for your zeviev, finds that statutory unitiza-
tion will beaefit the wvorking intersst owners and ths royaley
interest owvnars in thls unlt, that the qualified tracts -and
preseat unis doundaries will remain the same, and that all tzact
partieitations will zemala unchanged.

Tha Commission order prevides that statutory unitization ¢f this
Uniz will Decome eflectiiva upon ratification by the owners of

75¢ of the working interss: knd the ovners of 75% of tha royalty ' -
interest within the uni: area, It is improtant, tharsfore, to
obtaln these ratificaticns ax aoon as posiible for atatutory
unitization to becoma elfective., IEnclosed i3 a form to be used

by royalty interest ovnars in zatifying thia ozder. 'Wa raguest .
that you axacute tnls Ratification and Approval, have your
signature nosarized, and return to us a3 soon as poseible.,

Copies of the Januazy 1, 157) Unit Agreseament and Unlt Oparating
Agresment and their tvo revisions dated Fedzuary 1, 1974 and .

July 1, 1976 are not enclessed since thay wers pravisusly providsd
and remaia unecdangaed,

If you have quastisng esnceralng the ensloged Ozder or Ratifica=

tion, dc not heslizats &= contact Mr. J. E, Eakin i{a this olfics
{915/683=5301).

¢ BTATE OF NEW MEXICO Very truly youzs,
COUNTY OF LEA

fILED . KZU- M

JAN € 1S81 R, ¥, Bloka
S o3, v M pistslct Productien Manager
8 hd Ny v
‘éf):lah aed recorded fn Bot b,

fﬂ!& B
Lhclosurg  Deens lienge, Coanty Clerk
b

e . § GEC 1550

cet Mr. R, J. Starzak = Hidland R - -
Nz, geha Bullivan = Tulsa 3 v (o
MI. ¥. P, Casz = Ganta Te Ceputy Cratrvaton Maraga, 083, .
Kr. 7. B, Eakin - Midland $outh Canbral Region
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SUN PRODUCTION COMPANY CAMEUELL CENTIE 1, P.O. DOX 2080, DALLAS, TEXAS 75221

October 17, 1980

Getty 0il Company
P. 0. Box 1231
Midland, Texas 79702

RE: MYERS LANGLIE MATTIX UNIT
LANGLIE MATTIX FIELD
LEA COUNTY, NEW MEXICO

Gentlemen:

Per your request we are enclosing Sun's executed ratification for the
Myers Langlie Matcix Unit, Lea County, New Mexico.

1f we can assist you in any other manner, please advise.
-- Yours truly,

SUN PRODUCTION COMPANY

« W, THORNTON
MANAGER OF UNITIZATION

JWT/ght
Encl.

Exhibit N

A DIVISION OF SUN Olt COMIPANY (NDELAWAIE)
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7“"/"‘"' 387 ner 642 RATIFICATION AND APPROVAL

OF THE PLAN FOR UNIT OPERATIONS
AS STATED IN THE UNIT AGREEMENT AND
UNIT OPERATING AGREEMENT OF TME
MYERS LANGLIE-MATTIX UNIT

LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

For consideration and the purposes stated in those certain
agreements, entitled as sbove, both being dated January 1, 1973,
and to obtain the benefits of unitized management, operation and
further development of the oil and gas properties in the Myers
Langlie-Mattix Unit pursuant to New Mexico 01l Conservatioen
Comniss{on Order No. R-6447 entered on August 27, 1380, approving
scatutory unitization of the Myers Langlie-Matrix Unic, the
wndersipgned (whecher one or wore) represents that it is a
Working Interest Owner within the meaning of that term as used
in the captioned Unit Agreement and, as such, does hereby consent
to ratify and approve the plan for umit operations contained i(n
the captioned Unit Agreement and Unit Operating Agreement, said
Agresments being incorporated herein by reference and said plan

for unic operations having been approved by the New Mexico 011
Conservation Commission in Order No. R-6447.

If the undersigned 1s also a Royalty Owner, within the meaning
of that term as used in sald Unic Agreement, then for the con-

- siderations and purposes hereinabove stated, this ratification
and approval shall extend to the undersigned’'s Royalty Interest
as wogl as to itrs Working Interest.

The undersigned hereby ackmovledges receipt of copies of
gsid New Mexico Oil Conservacion Commission Order No. R-6447,
Unit Agreement and Unit Operating Agreement and further acknow-
ledges that the plan for unit operations prescribed in said

documents has been ratified and approved and uncondicionally
delivered on the date set out hereinbelow.

This ratification shall extend to and be binding upon the

undersigned, his heirs, legal representatives, successors and
assigns.

The undersigned, whether one or more, is referred to in the
neuter gender.
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IN WITNESS WHEREOF, this instrument is exacuted this g-g,,,[
day of L TA , 1980 .

:tzorney - Lz(:ﬁcr. for Sun 01l Compsny (Delavare)

for Sun Texas Company,
ATTEST: 4 Divislon of Sun Oil Company (Delawvare)

STATE OF _cl0a o s )
-« ) se.
comry o 13 (e )

SUBSCRIBED AND SWORN TO before me this ZJn./ day of

q—)o'(’n(ﬂ-/L L1980

My Commission Expires:
Tebpw o9y
=7

- s Le
GETTY OIL COMPANY FiLgp A
._ NOV 19 1380 NG gy
x . _
it MIOLAND E2P DISTRICT 0 rernns o x‘fls'\""
i PRODUCTION DEPARTMENT Poga o ———

L e
. °’~u&o o

sputy
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RATIFICATION AND APPROVAL
M" 282 nr 580
OF THE PLAN FOR UNIT OPERATIONS

OCT - 6 9%

MIDLAND E3P DISTRICT
AS STATED IN THE UNIT AGREEMENT AND | PRODUCTION DEPARTMENT

UNIT OPERATING AGREEMENT OF THE

MYERS LANGLIE-MATTIX UNIT
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT:

For consideration and the purposes stated in those certain
agreements, entitled as above, both being dated January 1, 1973,
and to obtain the benefits of unitized management, operation and
further development of the oil and gas properties in che Myers
Langlie-Mattix Unit pursuant to Hew Mexico 01l Conservation
Commission Order No. R-6447 entered on August 27, 1980, approving
statutory unicizaction of the Myers Langlie-Mattix Unic, the
wdersigned (whether one or more) represents that it {¢ a
Working Interest Owner within the meaning of that term as used
in the captioned Unit Agreement and, as such, does hereby consent
to ratify and approve the plan for unit operations contained in
the captioned Unit Agreement and Unit Operating Agreement, said
Agreements being incorporated herein by reference and said plan
for unit operations having been approved by the New Mexico 04l
Conservation Commission {n Order No. R-6447,

If the undersigned is also a Royalty Owner, within the meaning
of that term as used in said Unit Agreement, then for the con-
siderations and purposes hereinabove stated, this ratification

and approval shall extend to the undersigned’'s Royalty Interest
as well as to its Working Interest.

The undersigned hereby acknowledges receipt of coples of
said New Mexico Oil Conservation Commission Order No. R-6447,
Unit Agreement and Unit Operating Agreement and further acknow-
ledges that the plan for unic operations prescribed in said

documents has been ratified and approved and unconditionally
delivered on the date set out hereinbelow.

This racification shall extend to and be binding upon the

undersigned, his heirs, legal representatives, successors and
assigns.

The undersigned, whether one or more, is referred to in the
neuter gender.

Exhibit O
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IN WITNESS WHEREOF
day of September . this 1‘1’;§famerjt 1s executed this 3och

)(AM;A)W/

ATTEST:

STATE OF Florida
COUNTY OF irovard

(NP

September , 198 °

%'\ ~k_./? Woda

Notary Publlc ror clorta Bundy

My Commission Expires:

STATE OF NEW MEXICO
COUNTY OF LEA
SPVAZY AUBIC STATL OF ROLIDA AT LARGE FILED
MY COMMISSION (RPILES UM 13 1983
n BOMOID L GIMIAL 146 LROIWHTIS
& JAN 6 1981
i

R/ X SPNIN =M

and recorded in Bovke e

Pogt oo ———————
Douns Beuge, County Clerk
By, Deputy
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| RATIFICATION AND APPROVAL
OF THE PLAN FOR UNIT OPERATIONS
AS STATED IN THE UNIT AGREEMENT AND
UNIT OPERATING AGREEMENT OF THE
MYERS LANGLIE-MATTIX UNIT

- LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS, THAT: o

.~ - .. ...For consideration .and the purposes stated in those certain .
' agreements, entitled as above, both being dated January 1, 1973,
and to obtain the benefits of unitized management, operation and
further development of the oil and gas properties in the Myers
Langlie~Mattix Unit pursuant to New Mexico 0il Conservation
Commission Order No. R-6447 entered on August 27, 1980, approving
statutory unitization of the Myers Langlle-Mattlx Unit, the
undersigned (whether one or more) represents that it is a
- Working Interest Owner within the meaning of that term as used .
: in the captioned Unit Agreement -.:d, as such, does hereby cor -ent
to ratify and approve the plan fir unit operations contained 'n
the captioned Unit Agreement and Unit Oper-*ing Agreement, ss.d
Agreements being incorporated herein by ro_=2rence and szid plan
for unit operations having be2n approved by the New Mexico 011
- . Conservation Commission 1n O “er No., R-6447.

If the under31gned is also a Royalty Owner, within the meaning
of that term as used in said Unit Agreement, then for the con-
- siderations and purposes hereinabove stated, this ratificarion
and approval shall extend to the undersigned's Royalty Interest
as well as to its Working Interest.

The undersigned hereby acknowledges receipt of copies of
said New Mexico 0il Comnservation Commission Order No. R-6%447,
Unit Agreement and Unit Operating Agreement and further acknow-
ledges that the plan for unit operations prescribed in said
documents has been ratified and approved and unconditionally
delivered on the date set out hereinbelow.

This ratification shall extend to and be binding upon the

undersigned, his heirs, legal representatives, successors and
assigns.

The undersigned, whether one or more, is referred to in the
neuter gender.

Exhibit P
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IN WITNESS WHEREOQF,

day of September

-2

ATTEST:

.........
........

/, *~iy (bmmks:.on Expires:

g ) /7]

2 2872

this instrument is executed this
, 1980

CETTY OIL COVPAJX/

e 613

29th

A

, 198

(4

Vlké Pre51dent

.

I

FILE QQ‘DY

;;.-'..‘;Cv?i BY

Ixzc )

Autn,

IBED AND SWORN TO before me this m’?;f,{ day of

Notary Public /7/

5TATE OF NEW MEXICO

P:g.

Duynna Benge. County Clerk
0.

COUNTY OF LEA

FILED

JAN 6 1981
at_l]:05

and recordod in Paok 33 4

ook _ﬂ__m

ﬁ

Nanuty

-------

.....



Getty Oit Comgpany | P.O. Box 1231, Midiand. Texas 79702 - Tciephone (915) 683-6301

Raymond W Biohm. Disinict Production Manager
thdiang Frploration and Production District

December 24, 1980

Mr. Bill Carr

Campbell and Black, P.A., Lawyers
P. 0. Box 2208

Santa Fe, New Mexico 87501

Re: Affidavit - Myers Langlie
Mattix Unit, Langlie Mattix
Field, Lea County, N. M,

Dcar Bill:

Attached is the signed and notarized copy of the Affidavit
stating that we have received in excess of 75% of the
Royalty and Working Interest Cwners' approvals for statu-
tory unitization. Please place this approval in record
with the KNew Mexico 0il Conservation Division for the
Statutory Unitization to be effective January 1, 1981.

Sincerely yours,

e d . S

Raymond W. Blohm

JEE:nh
. '//'f;

Attachments

cc: Mr. R. J. Starrak

Mr. L. R. Hall
Mr. J. E. King
Mr. J. E. Eakin -

Exhibit Q



AFFIDAVIT

STATE OF TEXAS )
)
COUNTY OF MIDLAND )

SS.

COMES NOW, Raymond W. Blohm, and upon his oath, deposes
ana states:

1. That he is the Midland District Production Manager for
Getty 0Oil Company. |

2. That as District Production Manager, he is reswponsible
for the development and production of the o0il and gas properties
of Getty 0il Company in Lea County, New Mexico.

3. That on June 19, 1980, Getty 0il Ccmpany filed an
application with the New Mexico 0Oil Conservation Division under
the New Mexico Statutory Unitization Act (Section 70-7-1 through
70-7-21, N.M.S.A., 1978 Compilation) seeking an ordér providing
for statutory unitization of the Myers Langlie-Mattix Unit in
Lea County, New Mexico.

4. That Section 70-7-8, N.M.S.A.,.l978 Compilation provides
in part as follows: "No order of the Division providing for
unit operations shall become effective unless and until the
plan for unit operations described by the Division has been
approved in writing by those persons who, under the Division's
Order, will be required initially to pay at least seventy-five
percent of the cost of unit operations, and also by the owners
of at least seventy-five percent of the production proceeds

thereof that will be credited to interest which are free of
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cost . . . and the Division has made a finding either in the
order providing for unit operations or in a supplemental order
that the plan for unit operation has been so approved."”

5. That the application of Getty 0il Company for statutory
unitization of the Myers Langlie-Mattix Unit (Oil Conservation
Division Case No. 6987) was heard by the full 0il Conservation
Commission on August 5, 1980.

6. That on August 27, 1980, the 0il Conservation Commission
entered Order No. R-6447 aporoving the application of Getty Oil
Company for statutory unitization of the Myers Langlie-Mattix
Dnit.

7. That Oil Conservation Division Order R-6447 " . . .
approved and adopted and incorporated by reference . . ." the
¥vers Langlie-Mattix Unit Agreciment and Unit Operating Agreement.

8. That said Order No. R-6447 provided "that when . . .
the parsons owning the reguired percentage of interest in the
unit area have approved or ratified the Unit Agreement and the
Unit Operating Agrececment, the interests of all persons within
the unit area are unitized, whether or not such persons have
approyed the Unit Agreement or the Unit Operating Agreement."

9. That following issuance of Order R-6447, Getty Oil |
Company solicited the written approval of ratification of all
interest owners in the unit area.

10. That as of December 15, 1980, Getty Oil Company has
received written approval or ratification of the plan for unit

operations from more than 75% of those who would be required

A
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initially to pay the costs of unit operations and from more than
75% of the interest owners of production proceeds from the unit
that will be credited to interests which are free of costs.

11. That Getty 0il Company intends to commence unitized
operations of the Myers Langlie-Mattix Unit under 0Oil Conservation

Division Order No. R-6447 on January 1, 1981 at 7:00 a.m.

,#/7,%,(%/. ///,

Raymond W. Blohm

SUBSCRIBED AND SWORN TO before me this gql{i éay of

December, 1980, by Raymond W. Blohm.

7

¢ Notary Public

My Commission Expires:

& -30-8%




,( /(f.h\\ STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

ﬁB}JCE KING POST OFFICE BOX 2088
OVERNDA STATE LAND OFFICE BUILDING
AY KEHOE : January 5, 1981 SANTA FE, NEW MEXICO 87501
SEERETARY (505) B27-2434

boss. G157
Mr. William F. Carr

Campbell and Black, P.A.

P. 0. Box 2208

Santa Fe, New Mexico 87501

Re: Myers lLanglie-Mattix
Unit, Lea County,
New Mexico

Dear Mr. Carr:

The 0il Conservation Commission is in receipt of the sworn
affidavit of Raymond W. Blohm, District Production Hanager for
the Midland Exploration and Production District of Getty 0il
Company, wherein HMr. Blohm swears that Getty 0il Company has
received written approval or ratification of the plan for unit
operations from more than 75 percent of those who would be
required initially to pay the costs of unit operations and from
more than 75 percent of the interest owners of production pro-
ceeds from the unit that will be credited to interests which
are free of costs.

The above percentages of ratification or approval of the
plan for unitized operations meet the criteria set forth by
Section 70-7-8, NMSA, 1978 Comp., and were also within the
time limit prescribed by said Section 70-7-8. It is therefore
hereby determined that Commission Order No. R-6447 unitizing
all interests in the Myers Langlie-Mattix Unit Area, lLea
County, New Mexico, is in full force and effect.

Very truly yours,

JOE D. RAMEY
Division Director and

. Secretary, 0il Conservation
Commission

JDR/DSN/fd

Exhibit R



DOYLE HARTMAN
Oil Operator
3811 TURTLE CREEK BLVD.. SUITE 730
DALLAS, TEXAS 75219

{214) 520-1800

(214)520-0811 FAX

December 9, 1993

Ooxy U.S.A., Inc.
#6 Desta Drive, Suite 6002
Midland, TPexas 79705-55085

Attn: Mr. T. Kent Woolley, CPL
Senior Landman

Re: Purchase/Exchange Offer
EBumont Gas Pool Interval
Oxy U.S.A., Inc.
State "N" Lease (B-1484)
SW/4 Section 2, T-22-S, R-36-E
Iea County, New Mexico
{160 acres)

Gentlemem=

Reference is made to Texaco's letter to us of November 30, 1993
(copy emxilosed), wherein Texaco gave notice of a preliminary
agreemenit being reached to transfer to Oxy its 24.32% working
interest ommership in the Myers Langlie Mattix Unit.

Referenom is also made to our written proposals of June 9, 1993 and
July 20, X993, and, to the various follow-up meetings and
conversdtisoms, pertaining to the trade to Oxy of our 4.869074%
interest im the Myers Langlie Mattix Unit plus our 50% net profits
interest cwrresponding to a .789843% working interest in the
Penrose Heelly "B" Waterflood Unit in exchange for Oxy's 100%
interest iin the 160-acre State "N" Eumont Lease located in the SW/4
Section 2, T-22-S, R-36-E, Lea County, New Mexico.

Being fis#t Oxy is also presently in the process of acquiring
Texaco 's Mpers Langlie Mattix Unit interest, and also since Oxy has
indicatedi s us that it is hopeful of soon closing with us, as to
the acquiisition of our interest in the Myers Langlie Mattix Unit
and the Hemrose SKelly "B"™ Unit, but has stated that it would
prefer thafiting all of the necessary closing documents, so as to
more pronf#lly move along the closing process, please find enclosed

Exhibit S



Ooxy U.S.A., Inc.
December 9, 1993
Page 2

the pertinent ownership instruments that establish Doyle Hartman's
and Margaret M. Hartman's net ownership in the Myers Langlie Mattix
Unit and the Penrose Skelly "B" Unit. We believe these instruments
will facilitate Oxy's task of drafting the necessary assignments,
from Doyle Hartman and Margaret M. Hartman into Oxy, of the
Hartman's interest in the Myers Langlie Mattix Unit and Penrose
Skelly "B" Unit.

Very truly yours,

YLE HARTMAN, OIL OPERATOR

o

Doyle  Hartman

DNH: pdd
Enclosures

cc: Mr. Donald Romine
Vice President - Western Region
oxy U.S.A., Inc.
$6 Desta Drive, Suite 6002
Midland, Texas 79705-5505

Mr. Robert Hunt

Operations Manager - Western Region
Oxy U.S.A., Inc.

#6 Desta Drive, Suite 6002

Midland, Texas 79705-5505

Mr. Jon Thoma

Financial Consultant

Oxy U.S.A., Inc.

#6 Desta Drive, Suite 6002
Midland, Texas 79705-5505

Mr. Charles Pollard

Operations Engineering Supervisor
Ooxy U.S.A., Inc.

$6 Desta Drive, Suite 6002
Midland, Texas 79705-5505

Mr. Patrick N. McGee

Land Manager

Oxy U.S.A., Inc.

#6 Desta Drive, Suite 6002
Midland, Texas 79705-5505
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Letter dated 11-30-93 from Texaco Exploration and Production
Inc. to Working Interest Owners in the Myers Langlie Mattix
Unit

Accumulation of Current Hartman MLMU Ownership

Summary by Tract of Doyle Hartman, O0il Operator's Myers
Langlie Mattix Unit Ownership

Texaco Interoffice Memorandum dated 4-5-91 summarizing Doyle
Hartman, 0il Operator's Myers Langlie Mattix Unit Ownership

Summary by Tract of Doyle Hartman, Oil Operator's Penrose
Skelly "B" Unit Ownership

Myers Langlie Mattix Unit Tract Ownership Effective 1-1-86 to
5-1-89

Assignment and Conveyance dated 9-3-84 from The Prudential
Insurance Company of America to Doyle Hartman

Assignment and Bill of Sale dated 3-20-85 from Gloria Bundy to
Doyle Hartman

Stipulation of Interest dated 2-2-86

Conveyance and Agreement dated 2-2-86 from Sun Operating
Limited Partnership to Doyle Hartman, et al

Trustee's Mineral Deed dated 4-8-88 from James R. Adelman,
Trustee to Doyle Hartman



Texaco Exploration and Production Inc 500 N Loraine " POBox3109

Midland Producing Division Midland TX 79701 Midland TX 79702
November 30, 1993 0 .
WORKING INTEREST OWNERS
MYERS LANGLIE MATTIX UNIT
Lea County, New Mexico

Texaco Exploration and Production Inc. [TEPI] has reached preliminary agreement to transfer its
24.32 percent interest in the Myers Langlie Mattix Unit to OXY USA Inc. TEPI will resign as
Operator of the Unit when the agreement is final,

TEPI asks the Working Interest Qwners to elect a Successor Operator as stipulated in the Unit
Agreement. The Successor will assume operation of the Unit after TEPI submits its resignation
and the Successor receives state and federal approval. OXY, acting as majority owner, will send
ballots to all Working Interest Owners to elect a Successor Operator.

TEPI will submit its resignation to the Working Interest Owners as soon as the agreement with
OXY is complete. TEPI will not tender its resignation as Operator of the Unit if the agreement

with OXY is not finalized. Call Jim H Ohlms at [915] 688-2916 with any questions or
comments. :

Very truly yours,

R J. Rowalt
Assistant Division Manager

JHO/srt
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A SUMMARY BY TRACT
OF DOYLE HARTMAN,

OIL OPERATOR'S

MYERS8 LANGLIE MATTIX UNIT OWNERSHIP

MLMU

TRACT HARTMAN MIMU OWNERSHIP FRACTION
NO. WI NRI
19 (1) 0.00443515 0.00327092
20 0.00055563 0.00037505
21 0.01095317 0.00739339
22 0.00711833 0.00524977
23 0.00110025 0.00082519
24 0.00108304 0.00081228
25 0.00163009 0.00122257
26 0.01208580 0.01057507
29(2) 0.00313807 0.00258891
12 0.00659121 0.00540685

TOTAL 0.04869074 0.0377200

(1) (2) For additional details pertaining to Hartman's interest

corresponding to MLMU Tracts 19 and 29, please refer to
Texaco's internal memo dated April 5,

Krautsch, Texas to R.

Colorado

RIGHTS TO BE ASSIGNED TO OXY CORRESPONDS

Midland,

1991 from F.

O'Dwyer,

TO ALL THE HARTMAN INTEREST AS TO THE UNITIZED INTERVAL IN

THE MLMU AND PENROSE SKELLY *B"



an
VI

Texin:
DATE: April 5, 1991
T0: Mr. £. M. Krautsch (JBW)

Midland, Texas

FROM: - R. R. O'Dwyer
Denver, Colorade

SUBJECT: 230830 - Myers Langlie Mattix Unft (TPI)
. Lea County, New Hexico
Doyle Hartman Working Interest

Doyle Hartman acquired 35,.546875% of Sun’s working interest in this unit. The

following is a breakdown of this acquisition by tract,

[ract [PF Sup W in Tract Hartman Unit W]
19 2.49538 50.0 .4435148
20 .15631 100.0 .0555633
21 3.08133 100.0 1.0953165
22 2.00252 100.0 .7118333
23 .30952 100.0 © o .1100247
24 .30468 100.0 .1083042
25 91718 50,0 .1630091
26 3,39996 100.0 1.2085795
29 : 1.02337 30.0 .1091328-
12 1.85423 100.0 0591208
4,6643990

Sun origfnally had a 58.33334% working interest {n Tract 19. 8.3% was conveyed
to Headington M{nerals, Inc. and 50% was conveyed to Hartman, et al.

Hartman also owns an additional 20% working fnterest in Tract 29 acquired from
Gloria Bundy (former Herbert J. Schmitz ianterest) resulting in an additional
.204674% unit working interest.

Hartman’s tatal working interest in the unit s 4.8690730% (4.6643990% from Sun
and .204674% from Bundy).

Copies of Exhibits “8%, "C" and "D" to the Unit.Agreement have been enclosed for
your use if needed. If you have any questions please call R. W. Lanning at
Texnet 621-4244.

/taxéﬂfﬁ;d;/,c/z&{_.‘/

RWL
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SUMMARY BY TRACT OF
DOYLE HARTMAN, OIL OPERATOR'S
PENROSE SKELLY "B" UNIT OWNERSHIP

TrRACT
SKELLY TrACT UNIT UNIT
PeENROSE "B" W.I. PARTICIPATION WI
TRACT No. (%) (%) (%)
17 22.59864 2.75874 .623438
18 29.81910 0.55805 .166405
TOTAL = e-emmee cceeee- .789843

NoTe: DoyLE HARTMAN, OzL OPERATOR OWNS A 50% NeT PROFITS INTEREST
CORRESPONDING TO A .789743% UNIT WORKING INTEREST IN THE PENROSE
SKeLLy "B" Unzr.
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Laws or 1986 889

CHAPTER 55

AN ACT

ATE MINE INSPECTOR TO

RELATING TO OIL AND GAS; AMENDING SECTION 70-7-7 NMSA 1978 (BEING
RING AN EMERGENCY.

i

LAWS 1975, CHAPTER 293, SECTION 7, AS AMENDED) TO PROVIDE FOR A PER-
CZNTAGE NONCONSENT PENALTY.

TE OF NEW MEXICO:

mine inspector is autho- g€ IT ENACTED BY THE LEGISLATURE OF THE STATE OF NEW MEXICO:

yr mine safety training

Section 1. Section 70-7-7 NMSA 1978 (being Laws 1975, Chapter
e training fees shall be

293, Section 7, as amended) is amended to read:

pr consultation with the

e At 1 4 e

AN

%—'

-

o, i

"70-7-7.

DIVISION ORDERS.--The order providing for unitization
exceed fifty dollars

and unit operatiea of a pool or part of a pool shall be upon terms

ed shall be deposited in

3¢ conditions that are fair, reasonable 1
it ir, le and equitable and shall :
fund¥=e of the state mine

spprove aor prescribe a plan or unit agreement for unit operation

Ak

ctive date of the provi- .

i

which shall include: i
t
’

a legal description in terms of surface area of the

peol ar pars

of the pool to be operated as a unit and the vertical
ry for the public peace,

lizits o be

included, termed "the unit area";
4 {mmediately.———————S

B.

a statement of the nature of the operations contem- ‘-3‘
plates;

c.

an allocation to the separately owned tracts in the

VALt area of all the oil and gas that is produced from the unit area

2 {3 saved, being the production that is not used in the conduct of

%eraticns on the unit area or not unavoidably lost;
0.

a provision for the credits and charges to be made in

the 24 justment among the ouners in the unit area for their respective

lavestnents 1 walls, tanks, pusps, machinery, materials and equip-

- Senate BITT 176, aa

- Bscroved March 3, 1986




890 Laws oF 1986 Caar. 55

ment contributed to the unit operations;

f E. a provision governing how the costs of unit operationg,

A LAk A

including capital investments, shall ke determined and charged to tha

separately owned tracts and how the costs shall be paid, including a 3
;%ﬂ. provision providing when, how and by whom the unit production alle- ;
E% cated to an owner whe does not pay the share of the costs of unit J
%;f operations charged to that owner or the interest of that owner may be f

sold and the proceeds applied to the payment of costs;

TN

i y .
t F. a provision for carrying any working interest ouner on

‘.

Paat

ek

a limited, carried or net-profits basis, payable out of production,

upon such terms and conditions determined by the division to be just
¥ y M

and reasonzble and allowing an appropriate charge for interest for

YRR SN

such service payable out of the owner's share of production; provided

that any nonconsenting working interest owner being so carried shall

be deemed to have relinquished to the unit operator all of its oper-

ating rignts and working interest in and to the unit until his share

.
T of the cos:ts are repaid, plus an amount not to exceed two hundred

percent of such costs as a non consent penalty, with maximum penalty

amount in each case to be determined by the division.

G. a provision designating the unit operator and providing
for the supervision and conduct of the unit operations, including the
selection, removal or substitution of an operator from among the worke

ing interest owners to conduct the unit operations;

H. a provision for a voting procedure for the decision of

matters to be decided by the working interest owners in respect Lo

Cuar. 55 Laws oF

uhich each working interest owner she
to its unit participation;

1. the time when the unit
zanner in which and the circumstanc§s
terminate and for the settlement of ¢

J. such additional provis:
priate for carrying on the unit cper:

correlative rights and the preventior
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Gnich each werking interest owner shall have a voting interest equal

to tts unit participation;

1. the time when the uni:t coperation shall commence ard the

ganrer in which and the circumstzarces under which the aperatlions shall

rerzinate anc for the settlement ¢f accounts upcn termination; and

nd

J. such additicnal provisions as are found fo be appro-

priate fer carrying on the unit cperatiens and for the protection of

correlative rignts and the prevention of waste.”

it oWners in respect 0

ek 8

B SN YO N IR T DTV
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R. W. Byram & Co.,, - Dec., 1987

9156827616

(NORTHEAST BLINEBRY-TUBB-DRINKARD
OIL AND GAS (NORTHEAST DRINKARD UNIT
WATERFLOOD PROJECT) POOL - Cont'd.}

EXHIBIT “B”
CASE NO. 9232

HARTMAN OIL

»»-> DR OFFICE Wuur/0iz

SECTION IV New Mexico Page 613
Shell Western E & P 660 FSL; 330 FWL
Livingston No. 5 Section 3, T-21S, R-37E
Aztec 330 FNL; 990 FEL
Dauron No. 3 Section 10, T-21S, R-37E
Humble 2080 FSL; 2080 FWL

ORDER NO. R-8541

Operator, Well Name, and Number

Leonard Oil
Elliot Federal No. 1

Stanolind

Southland Royalty “C” No. 5

Conoco Inc.
Hawk B-10 Federal No. 3

Cities Service
States No. 4

Tidewater Oil
State “S"” No. 7

Cities Service
State “S™ No. 6

Cities Service
State “S™” No. 3

Gulf Qil CorPoration
Leonard “E" No. 5

Mid-Continent Petroleum
State “15” No. 5

Sunray Oil

Elliott Federal “A"” No. 3

Sunray Qil
Elliott Federal “A” No. 4

Gulf Oil Corporation
Eubank “C" No. 8

CASE NO. 9232

Location

1659 FSL; 330 FWL
Section 1, T-21S, R-37E

1980 FSL; 660 FEL
Section 4, T-21S, R-37E

1980 FNL; 1980 FEL
Section 10, T-21S, R-37E

3390 FSL, 4520 FEL
Section 15, T-21S, R-37E

606 FNL, 990 FWL
Section 15, T-21S, R-37E

2310 FNL; 950 FWL
Section 15, T-21S, R-37E

33753 FSL: 3225 FEL
Section 15, T-21S, R-37E

2310 FNL; 330 FEL
Section 16, T-21S, R-37E

330 FSL; 330 FEL
Section 16, T-21S, R-37E

980 FNL; 330 FEL
Section 21, T-21S, R-37E

2030 FNL; 330 FEL
Section 21, T-21S, R-37E

1760 FNL; 2310 FEL
Section 22, T-21S, R-37E

ORDER NO. R-8541

Operator, Well Name, and Number

Gulf Oil Corporation
Harry Leonard “E” No. 6

Shell Western E& P
State “2” No. 20

Shell Western E & P
State “2” No. 21

Shell Western B & P
Livingston No. 3

Location

1980 FSL; 1980 FEL
Section 2, T-21S, R-37E

990 FSL; 2300 FWL
Section 2, T-21S, R-37E

2205 FSL; 988 FWL
Section 2, T-21S, R-37E

560 FSL; 2030 FEL
Section 3, T-218, R-37E

Exhibit U

NM State “V'" No. 11 Section 10, T-21S, R-37E

Tidewater OQil 760 FNL; 1980 FWL
State “S” No. 6 Section 15, T-218, R-37E
Conoco Inc. 330 FNL, 1650 FWL

Lockhart A-27 No. 3 Section 27, T-21S, R-37E

TWIN LAKES-SAN ANDRES ASSOCIATED POOL
(Statutory Unitization) .
Chaves Courity, New Mexico * ~

Order No. R-8557, Approving Statutory Unitization of the Twin
Lakes Saen Andres Unit in the Twin Lakes-San Andres
Associated Pool, Chaves County, New Mexico, December 2, 1987.

The Application of Pelto Oil Company for
%{tatptory Unitization, Chaves County, New
exico.

CASE NO. 9210
Order No. R-§357
ORDER OF THE DIVISION

BY THE DIVISION: This cause came on for hearing at 8:15
a.m. on September 9, 1987, at Santa Fe, New Mexico, before
Examiner Michael E. Stogner.

NOW, on this 2nd day of December, 1987, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and having been fully
advised in the premises,

FINDS THAT:

(1) Due public notice having been given as required by law,
tae Di;rision 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. 9211 for the purpose of testimony.
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T 514 New Mexico

(TWIN LAKES-SAN ANDRES ASSOCIATED
(STATUTORY UNITIZATION) POOL - Cont'd.)

(3) The applicant, Pelto Qil Company, seeks the statutory
unitization, pursuant to the “Statutory Unitization Act,” Sections
70-7-1 through 70-7-21 NMSA 1978, of 4,863.82 acres, more or
Jess, being a portion of the Twin Lakes - San Andres Associated
Pool, Chaves County, New Mexico, said portion to be known as
the Twin Lakes - San Andres Unit; applicant further seeks
approval of the Unit Agreement and the Unit Operating
Agreement which were submitted in evidence as applicant’s
Exhibits Nos. 3 and 4 presented at the time of the hearing.

(4) The proposed unit area should be designated the Twin
Lakes San Andres Unit Area; and the horizontal limits of said
unit ares should be comprised of the following described State
and Fee lands in Chaves County, New Mexico:

TOWNSHIP 8 SOUTH, RANGE 28 EAST, NMPM

Section 25: SE/4 NW/4, NE/4 SWs4,S/28W/4, and SE/4
Section 26: SE/4 SE/4

Section 35: E/2E/2

Section 36:  All

TOWNSHIP 8§ SOUTH, RANGE 29 EAST, NMPM

Section 30: Lots 3and 4, E/2SW/4, and SW/4 SE/4
Section 31: All

Section 32: W/28SW/4

TOWNSHIP 9 SOUTH, RANGE 28 EAST, NMPM

Section 1: Lots 1 through 4, S/2 N/2, SE/4, and E/2 SW/4
Section2: Lot1
Section 122 NE/4,E/2SE/4 and NW/4SE/4

" TOWNSHIP 9 SOUTH, RANGE 239 EAST, NMPM

Section 5: Lots 3and 4, S/2 NW/4, and SW/4
Sections 6and 7: All

Section 8: N/2NW/4 and SW/4 NW/4
Section 18: Lot 1, E/2 NW/4, and W/2 NE/4

{5) The horizontal limits of said unit are within the
overning boundaries of the Twin Lakes - San Andres Assaciated
Sool and have been reasonably defined by development.

{6) The vertical limits of said Unit Area should comprise the
San Andres formation from a depth 2708 feet (+ 1259 fest sub-
sea) to a depth of 2798 feet (+ 1169 feet sub-sea) as recorded on
the Dual Laterolog/Compensated Neutron Log dated Degember
23, 1984, in the applicant’s O'Brien “L"” Well No. 16 located 2310
feet from the North line and 1675 feet from the East line (Unit
G) of Section 6, Township 9 South, Range 29 East, NMPM,
Chaves County, New Mexico. .

(N The unit area contains 35 separate tracts owned-by 18
different working interests.

(8) The applicant has made a good faith effort to secure
voluntary unitization within the Unit Area and at the time of
the hearing over 87 percent of the working interest owners and
83.6 percent of the royalty interest owners were effectively
committed to the unit.

(9) All interested parties who have not agreed to unitization
were notified of the hearing bz' the athcqnt. but no person
entered an appearance or opposed the application at the hearing.

{10) The applicant proposes to institute a waterflood project
for the secondary recovery of oil and associated gas, condensate,
and sll associated liquifiable hydrocarbons within and to be

rodu)c‘ed f;om the proposed unit area, all as shown in Division
ase No. 9211.

) The proposed secondary recovery operations should
result in the additional recovery of approximately 2.9 million
barrels of oil.

SECTION IV

HARTMAN OIL +++ DH OFFICE

R. W. Byram & Co., - Dec., 1957

(12) The unitized management, operation and further de-
velopment of the Twin Lakes San Andres Unit Area, as
proposed, is reasonably necessary to effectively carry on
secondary recovery operations and will substantially increase

the ultimate recovery of oil and gas from the unitized portion of
the pool.

(13) The ﬂroposed unitized method of operation as applied to
the Twin Lakes San Andres Unit Area is feasible and will result
with reasonable probability in the increased recovery of
substantially more oil and gas from the unitized portion of the
pool than would otherwise be recovered without unitization.

(14) The estimated additional costs of such operations will
not exceed the estimated value of the additional oil so recovered
plus reasonable profit.

(15) Such unitization and adoption of applicant’s proposed
unitized method of operation will benefit the working interest
owners and royalty owners of the oil and gas rights within the
Twin Lakes San Andres Unit Area.

(16) The granting of the application in this case will have no
adverse effect upon the Twin Lakes - San Andres Associated
Pool and/or the San Andres formation located outside of the

proposed Twin Lakes Unit boundary.

(17) Applicant’s Exhibits 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.

(18) The Twin Lakes San Andres Unit Agreement and the
Twin Lakes San Andres Unit Operating Agreement provide for
unitization and unit operation of the Twin Lakes San Andres
Unit Area upon terms and conditions that are fair, reasonable
and equitable, and which includes:

(a) an allocation to the separately owned tracts of the unit
area of all oil and gas that is produced from the unit area and
which is saved, being the production that is not used in the
conduct of unit operations or not unavoidably lost;

(b) a provision for the credits and charges to be made in the
adjustment among the owners in the unit area for their
respective investments in wells, tanks, pumps, machinery,
materials and equipments contributed to the unit operations:

{c) a provision governing how the costs of unit operations
including capital investments shall be determined and charged
to the separately owned tracts and how said costs shall be paid,
including a provision providing when, how and by whom the
unit production allocated to an owner who does not pay his
share of the cost of the unit operations shall be charged to such
owner, or the interest of such owner, and how his interest may
be sold and the proceeds applied to the payment of his costs;

(d) a provision for carrying any working interest owner on a
limited, carried or net-profits basis, payable out of production,
upon terms and conditions which are just and reasonable, and
which allow an appropriate charge for interest for such service
payable out of production, upon such terms and conditions
determined by the Division to be just and reasonable;

(e) a provision designating the Unit Qperator and providing
for the supervision and conduct of the unit operations, including
the selection, removal and substitution of an operator from
among the working interest owners to conduct the unit
operations;

(f) a provision for a voting procedure for the decision on
matters to be decided by the working interest owners in respect
to which each working interest owner shall have a voting
interest equal to his unit participation; and

(g) the time when the unit operation shall commence and
the manner in which, and the circumstances under which, the
operations shall terminate and for the settlement of accounts
upon such termination.

4]008/012
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R. W. Byram & Co., - Dec., 1987

(TWIN LAKES-SAN ANDRES ASSOCIATED (STATUTORY
UNITIZATION) POOL - Cont'd)

(19) Any working interest owner who has not agreed in
writing to participate int he unit prior to the date of this order
should be deemed to have relinquished to the unit operstor all of
its operating rights and working interest in and to the unit until
his share of the costs have been repaid, plus an additional 200

rcent thereof as a non-consent penalty (Seetion 70-7-7.F.

MSA 1978))

(20) The statutory unitization of the Twin Lakes Sen Andres
Unit Area is in the conformity with the above findings, and will
prevent waste and protect correlative rights of all interest
owners within the proposed unit aree, and should be approved.

IT IS THEREFORE ORDERED THAT:

(1) The Twin Lakes San Andres Unit Agreement, covering
4,863.82 acres, more or less, of State and Fee lands in the Twin
Lakes - San Andres Associated Pool, Chaves County, New
Mexico, is hereby approved for statutory unitization pursuant to
the “Statutory Unitization Act”, Sections 70-7-1 threugh 70-7-21,
NMSA (1978).

{2) The lands covered by said Twin Lakes San Andres Unit
Agreement shall be designated the Twin Lakes San Andres Unit
Area and shall compnise the following described acreage in
Chaves County, New Mexico:

TOWNSHIP 8 SOUTH, RANGE 28 EAST, NMPM

Section 25: SE/4 NW/4, NE/4 SWs4, S5/2 SWr4, and SE/4
Section 26: SE/4 SE/4 *

Section 35 E/2 E/2

Section 36: All

TOWNSHIP 8 SOUTH, RANGE 28 EAST, NMPM

Section 30: Lots 3 and 4, E/2 SW/4, and SW/4 SE/4
Section 31: All
Section 32: W/2SW/4

TOWNSHIP 9 SOUTH, RANGE 28 EAST, NMPM

Section 1: Lots 1 through 4, 5/2 N/2, SE/4, and E/2 SW/4
Section2: Lot
Section 12: NE/4,E/2 SE/4, and NW/4 SE/4

TOWNSHIP ¢ SOUTH, RANGE 29 EAST, NMPM

Section 5: Lots 3 and 4, S/2 NW/4, and SW/4
Sections 6and 7: Al

Section 8: N/2 NW/4 and SW/4 NW/4
Section 18: Lot 1, E/2NW/4, and W/2 NE/4

(6) The vertical limits of said Unit Area_ shall comprige the
San Andres formation as found from a depth of 2708 feet {(+ 1259
feet sub-sea) to a depth of 2798 feet (+ 1169 feet syb-sea} as
recorded on the Dual Laterolog/Compensated Neutron Log dated
December 23, 1984, in Pelto 1] Company’'s O’Brien “L* Well No.
16 located 2310 feet from the North line and 1675 feet from the
East line (Unit G) of Section 6, Township 9 South, Range 29
East, NMPM, Chaves County, New Mexico.

(4) The epplicant shall institute a waterflood project for the
secondary recovery of oil and associated gas, condensate and all
associated liquifiable hydrocarbons within and produced from
the unit area, and said waterflood project is the subject of
Division Case No. 9211.

(5) The Twin Lakes San Andres Unit Agreement and the
Twin Lakes San Andres Unit Operating Agreement, being
applicant's Exhibit Nos. 3 and 4 in this case, are hereby
incorporated by reference into this Order.

SECTION IV

-++-> DH OFFICE @009/012

New Mexico Page 615

(6) The Twin Lakes San Andres Unit Agreement and the
Twin Lakes San Andres Unit Operating Agregement provide for
unitization and unit operation of the Twin Lakes - San Andres
Associated Pool upon terms and conditions that are fair
reasonable and equitable. )

(7) Since the persons owning the required statutory minimum
percentage of interest in the unit area have approveg or ratified
the Unit Agreement and the Unit Operating Agreement, the
interests of all persons within the unit area are unitized whether
or not such persons have approved the Unit Agreement or the
Unit Operating Agreement in writing.

{8) Any working interest owner who has not agreed in
writing to participate in the unit prior to the date of this order
shall be deemed to have relinquished to the unit operator all of
its operating rights and working interest in and to the unit until
his share of the costs have been repaid, plus an additional 200

ercent thereof as a non-consent penalty (Section 370-7-7.F.
KMSA 1978) penalty 0E

(9)  The applicant as Unit Operator shall notify in writing the
Division Director of any removal or substitution of said Unit

Operator by any other working interest owner within the unit
area.

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

DONE &t Santa Fe, New Mexico, on the day and year
hereinabave designated.

VACUUM GRAYBURG - SAN ANDRES POOL
(Phillips Lea State Waterflood Project)
Lea County, New Mexico

Order No. R-8372, Authorizing Sohie Petroleum Company
(Standard Qil Production Company) to Institute a Waterflood
Project on its Phillips Lea State Lease, Vacuum Grayburg-San
Andres Pool, Lea County, New Mexico, December 18, 1987,

The Application of Sohio Petroleurm Company
(Standard Qil Production Com?\any) for a
Waterflood Project, Lea County, New Mexico.

CASE NO. 9260
Order No. R-8372
ORDER OF THE DIVISION

BY THE DIVISION: This cause came on for hearing at 815
a.m. on November 18, 1987, at Santa Fe, New Mexico, before
Exeminer David R. Catanach.
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Michael E. Stogner

New Mexico 0il Conservation Division
State Land Office Building

Santa Fe, New Mexico 87503

Re: OCD Case Nos. 9210 and 9211 (Applications of Pelto 0il
Company for Statutory Unitization and Institution of a
Water Flood, Twin Lakes Area, Chaves County)

Dear Mike:

Gerry Murrell of Pelto 0il Company recently discussed these
cases with Vic Lyon. Vic indicated that one item the OCD was
having a problem with was the penalty provision in the order,
since the OCD has never previously written such a provision. We
checked around and located the enclosed unitization order of the
Oklahoma Corporation Commission, which contains a penalty
provisiomn. Also enclosed is the application and initial report
of the hearing officer in the matter. We believe this provision
could be adapted to your purposes. One difference is that the
Oklahoma case provides for penalties throughout the period of
unit operations, whereas Pelto 0il Company only requests a
penalty with respect to initial unit outlays. Mr. Randall Speck
of the ©®klahoma Corporation Commission (405-521-4116) would be
happy to discuss this with you if you are so inclined. I know
you are buasy Mike, and I really 4o hate to bug you about this,
but Peltw 0il Company is desperate to obtain an order in this
matter. YThey are at the point where they must order millions of

dollars of equipment for the unit and thus would appreciate your
attentimm to this matter.

Plense call if I can provide any further materials.
Very truly yours,
HINKLE, COX, EATON,

COFFIEILD & HENSLEY
James B

JCR::ir %
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LY. 7ve! ¥ 1
~n X \ L~ } OXY USA INC.
oxY < Ju-* AUTHORITY FOR EXPENDITURE
) et

AFE NO: -

Regiq :

{Lease/Plant Name: _Myers Langlie Mattix Unit
4 Description : %gstaﬂ 40 Acre Five Spot Waterflood Pilot
4 Partnership/Funding: Funded

i Location Jea County, NewMexico

Field: Lan lie Mattix Region AFE No: 5518

4 Operator Name: XY USA _INC. PF/Plant/Loc Code: 1424

"1 Oper. AFE No: Lease/Plant CC No: 73050700-6
{State/County No: 30025 Co./Div No: 327 11

I Capital Proj.No: 9999 Sec Rec Pro]. No: 040
[Budget Appr No:___940700 Offshore Zone:

Remarks :

It is proposed to install a 40 acre fivespot waterfiood pilot project
on the Myers Langlie Mattix Unit. The Myers Langlie Mattix Unit is
| currently producing on an 80 acre fivespot waterflood pattern. Oue to
] poor sweep efficiencies and lateral discontinuity, it is believed that
4 a high amount of mobile oi] saturation is recoverable by reducing the
1 80 acre fivespot waterflood to a 40 acre fivespot waterflood. To help
quantify the amoynt of mobile o0il saturation that is recoverable by the
1 40 acre fivespot waterflood pattern, it is proposed to drill and equip
'; 18 producers, coavert 18 wells to water injection, and replece the
| injection tubing in three current water injection wells.
4 The recovery of 1,606,000 barrels of incremental reserves from ths
] pilot zrea will result in net cash production of $8,725,000 which will
1 payout the $4,094,426 OXY USA Inc. cepital expenditure 371% (BFIT).
3 Payout period is 3.0 years.

: Estimated Cost Detail Labor

Materials Incidentals Tolal

Gross Cost 1,852,250 3,222,400 5.074,850

3 Net Cost@ 80.68350 % \v.l. 1,494,688 2,599,658 4,094,42¢
CONCURRENCES

- . . =

4 Oper. Oper.

] Geol. Geop. Land Exploit. Engr. Prod G.P. FPEA Acctg.

— i ] ! :

QOXY APPROVAL: Date:

- PARTNER APPROVAL: Date:

COMPANY:

Phone #: A 915-885-5825

................................................................................................

April 28, 1994

Dear Working Interest Owners:

This AFE recommends performing work on our jointly owned property.

The estimates shown on this AFE are based on current costs for i -
materials and services and the actual charges may vary from these '
estimates.

If the work performed meets with your approval, please sign on the N R
"Partner Approval® line and return this AFE to OXY USA INC., R

Attn: Armando Morales Jr., P.0. BOX 50250, Midland, Texas 79710.

PHONE (915) 685-5716 FAX (915) 685-5754
Exhibit W
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Detail of Estimated Cost

[Reg AFE No- | 5518
Asset name Myers Langlie Mattix Unit
Activily - | Install 40 Acre Five Spot Waterflood Pilot
P taborand
. Description Material Inci. Total
MLMU #72 Convert to Water Injection 12,650 17,000 - 29,650
MLMU #94 Convert to Water Injection 18,400 18,500 - 36,900
MLMU #96 Convert to Water Injection 18,500 17,0001 . 35,500
MLMU #97 Replace Injection Tubing 14,100 16,500{: ~ 80,600
MLMU #98 Convert to Water Injection 18,500 17,000f. . 35,500
MLMU #99 Deepen, Run Liner, and Replace Inj Tbg 44,500 36.500{ - 81,000
MLMU #106 Convert to Water |njéction 12,900 17,000 29,900
MLMU #133 Convert lo Water Injection 18,650 17,000 - 35,650
MLMU #134 Reenter and Complete As A Wir Inj Well 19,000 23,000} .- - 42,000
MLMU #135 Convert to Water Injection 12,700 17,000{ . - 29,700
MLMU # 137 Convert to Water Injection 12,500 17,0001%+.: 29,500
MLMU #141 Convert to Waler Injection 12,450 17,000 29,450
MLMU #143 Convert to Water Injection 12,250 17,000 7. 29,250
MLMU #170 Convert to Water Injection - 12,250 17,000}, 29,250
MLMU # 176 Convert to Water Injection 12,750 17,000} . - 29,750
MLMU #177 Replace Injection Tubing - 14,100 16,500} -~ - 30,600
MLMU #178 Convert to Water Injection 12,350 17,000{ .- 29,350
MLMU #251 Convert to Water Injection - 18,600 17,000} - 35,600
MLMU #252 Convert to Water Injection 18,800 17,000} % 5.
MLMU #258 Drill and Equip Producer 78,700 137,700} ¥
MLMU #259 Drill and Equip Producer - 78,700 137,700f. 216,400
MLMU #260 Drill and Equip Producer ~ 78,700 137,700]." = 216,400
MLMU #261 Drill and Equip Producer 78,700 137,700} - - = 216,400
MLMU #262 Drill and Equip Producer 79,150 138,150 - - 217,300
MLMU #263 Drill and Equip Producer 79,150 138,150} ° 217,300
MULMU #264 Drill and Equip Producer 79,150 138,150{ - .. - 217,300
MLMU #265 Drill and Equip Producer 78,700 137,700 - .216,400
MLMU #266 Drill and Equip Producer 79,150 138,150 217,300
MLMU #267 Drill and Equip Progucer 44,000 138,600f . 182,600
MLMU #268 Drill and Equip Producer 44,000 138,600 182,600
MLMU #269 Drill and Equip Progiucer 78,700 137,700 -%.216,400
MLMU #270 Drill and Equip Progucer 44,000 138,600} . ".“182,600
Gross Expense Cost - R RES
"% 'Net Expense Cost - v ey e T e
> Working Interest | o.80s839)
Preparedby . | ScottE. Gengler fDate L lMar-11-9ﬂ

".[Phone ... | 915-685-5825




o

Detall of Estimated Cost

Reg AFE No 5518
Asset name Myers Langlie Mattix Unit
Activity Install 40 Acre Five Spot Waterflood Pilot
1 Labor and
Description 7 i Material Inci. Total
MLMU #271 Drill and Equip Producer 38,750 138,150 176,900
MLMU #272 Drill and Equip Producer . - 54,150 138,150 192,300
MLMU #273 Diill and Equip Producer 54,150 138,150 192,300
MLMU #274 Drill and Equip Producer 53,700 137,700 191,400
MLMU #275 Drill and Equip Producer 53,700 137,700} . 191,400
Expand Injection Facilities 361,050 388,950 750,000
{
|
i
i
|
|
: !
! i )
|
Gross Expense Cost 1,852,250{ 3,222400] 5,074,650
Net Expense Cost 1,494,468| 2,599,958 " 4,094,426
[ Working Interest | 0.806833] ‘
Preparedby | ScottE. Gengler [Date [Mar-11-94 |
““Phoie . -] 915~-685-5825




|

PIRES Lovstr Moy

Laasa/raciliity:

Proposed Work:

Requited Approval:

OXY USA Inc.'s Intezest:

Add:

Trom: Tixm Keys 10/25/94 2:323PX
To: Jim Maury, Mike Gooding
Bubj.ct. MYERS LANGLIE MATTIX UMIT

s=—eco-v--—veve Nigsage cContents -----

TO DATE, THIRTEEN WIO'S FYOR A TOTAL OF .8805652 HAVE APPROVED TKE
INSTALLATION OF THE 40 ACRE FIVE SPOT WATERFLOOD PILOT FOR THE SUBJECT

UNIT:
NIo INTEREST
OXY USA INC. .8068390
LOWE PARTNERS . ?
SAMPSON RESOURCES .0010287
AMERADA HESS «0638753
YARALO INC. .005861¢
JAMES A. DAVIDSON .0013410
JAMES E. BURR .0000838
MICHAEL CLOUGH .0000022
CHARLES H. BROWN JR. .0000071
ANN CLAY BROWN .0000072
P.C. LINITED .0014039
NANCY HARRISON .0000073
[ MARY ELLEN GILBERT .0000071
LAMAR KHUNT ELECTED NON-CONSENT*

HEADINGTON MINERALS

ELECTED NON-CONSENT *
* THERE IS MO NON-CONSHWT PROVISION FOR THIS UNIT.

Exhibit X
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: &)APPLICATION FOR AUTHORIZATION TC INJECT
(/'j\)} 1. Purpose: ms::ondary Recopvery DPressure Haintenance DDiannsal DStoraqe
4 no
\

Application qualifies for adminiscrative approval? yes
w Dperator: OXY USA Inc.
+ Address: P. O. Box 50250, Midland, TX 79710

\
2y
111, Well data: Complete the data required on the reverse side of this form for esch well

Contact party: Scott E. Gengler Phone: (915) 685-5825
proposed for injection. Additional sheets may be attached if necessary.

1v. Is this an expansion of an existing project? myes Dno R-4680
I1f ves, give the Division order number authorizing the project .

V. Attach a map that identifies all wells and leases within two miles of any proposed
injection well with a one-tlf mile radius circle drawn around each proposed injection
well. 1This circle identifies the well's area of review.

e VI. Attach a tabulation of dats on all wells of public record within the area of review whict
penetrate the propaosed injection zone. Such data shall include a description of each
well's type, construction, date drilled, location, depth, record of completion, and
a schematic of any plugged well illustrating all plugging detail.

ViI. * Attach data on the proposed operstion, including:

1. Proposed average and maximum daily rate and volume of fluids to be injected;
2. Whether the system.is open or closed;
¢ 3. Proposed average and msximum injection pressure;

4. Sources and an appgopriste analysis of injection fluid and compatibility with
the receiving fogsmation if other than reinjected produced water; and

5. 1f injection is for disposal purposes into a zone not productive of oil or gas
st or within one mile of the proposed well, attach a chemical anslysis of
the disposal zone formation water {(may be measured or inferred from existing
literature, studies, nearby wells, ete.). :

*v1I1l. Attach appropriate geologieal data on the injection zone including appropriste lithologi:
detail, geological name, thickness, and depth. GCive the geologic name, and depth to
bottom of all underground gources of drinking water (aquifers containing waters with
total dissolved solids congentrations of 10,000 mg/l or less) overlying the proposed
injection zone as well as sny such source known to be immediately underlying the
injection interval. :

IX. Describe the proposed stimulation program, if any.

. X. Attach appropriate logging and test data on the well. (If well logs have been filed
with the Division they need not be resubmitted.)

. Xl. Attach a chemical asnalysis of fresh water from two or more fresh water wells (if
avsilable and producing) within one mile of any injection or disposal well showing
location of wells and dates samples were taken.

X1l. Applicants for disposal wells must make an affirmative statement that they have
examined svailable geologie and engineering data and find no evidence of open faults
or any other hydrologic coanection between the disposal zone and sny undersground
source of drinking waster.

Applicants must complete the "Proof of Notice" section on the reverse side of this form.
_. Certification

.z -1.hereby certify thst the informstion submitted with this application is true snd currec
to the best of my knowledge and belief.

- ,{che: Scott E N / Title _ Engineering Advisor

V23 24 g
NOY Signature: g W Date: November 21, 1994

o~ . If t?e infoymation required under Sedé;l;s Vi, VIIl, X, and XI above has been previously
submitted, it need not be dunlicated and resubmitted. Please show the date and circumstance

of the earlier suomittal. R~4680, original application

DISTRIBUTION: Uriginal and one copy to Santa fe with one copy to the appropraate Diviaion
distriet office.

Exhibit Y



service List

Government Agencies

Bureau of Land Management
attn: Vince Baldarez

P.0. Box 1157

Hobbs, NM 88240

State of New Mexico Land Office
3830 N. Grimes, Ste C
Hobbs, NM 88240

Offset Operators

Amerada Hess Corp
Drawer D
Monument, NM 88265

Amoco Production Company
P.0O. Box 3092
Houston, TX 77253

Arco 0il & Gas Company
P.O. Box 1610
Midland, TX 79701

Lewis B. Burleson Inc.
P.O. Box 2479 :
Midland, TX 79702

Conoco, Inc.
10 Desta Dr., Ste 100W
Midland, TX 79705

- Great Western Drilling
P.O. Box 1659
Midland, TX 79702

Doyle Hartman
500 N. Main
Midland, TX 79701

Lanexco Inc.
P.O. Box 2730
Midland, TX 79702

Meridian 0il, Inc.
21 Desta Dr.
Midland, TX 79705



O'Neill Properties, Ltd.
P.O. Box 2840
Midland, TX 79702

Texaco Exploration & Producing Inc.
P.O. Box 730
Hobbs, NM 88241

surface Owners

Christie Gas Corp.
901 MOPAC Expressway Ste 515
Austin, TX 78746

Jimmy Doom
Star Route
Jal, NM 88252

Deep Wells Ranch
Star Route 1, Box 244
Jal, NM 88252
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WELL COMPLETED: FEBRUARY 3, 1950
WELL PLUGGED: JLY 19, 1950
WELL REPLUGEED: AUGUST 1978

SIZE s 5N’ 5 42

SIZE

e | =4 15.5 ¢

SRADE KA. LA

THEAD | A A,

DEPTH 1 s’
PAREPFD BY: SCOTT E. GENGLER
DATE : April 25, 1994

LIVERMORE - R.N. CONDEN #4
660° FSL & 1980° FML SEC 30 T23S R37E
LEA COUNTY. NEN MEXICO
ELEVATION KB N.A.
31—
rrrrrrrrrrrroooq

.................
.................

.................

-------------

.............

.............
.............

.............
-------------
.............

20 SX ONT PLUG (50° ~ 0°)

30 SX ONT PLUG (1267° - 1467°)

B 5/8° SURFACE CASING @ 1217
CHTD W/ 500 SX OMT CIRC

30 SX OMT PLUG (3050° ~ 2950°)
TOP OF 5 1/2° CS6 STUB @ 3000°

§ 4/2° CSG @ 3498" CNTD W/ 525 SX

25 SX OMT PLUG (3696° - 3470°)




WELL COMPLETED: APRIL {, 1961
MELL PLUGGEIX MAY 4, 1984

70 SX ONT PLUS (1490° - 0°)

7 5/8° INTERMEDIATE CASING @ 1164°
ONTD W/ 400 SX ONT CIRC

15 SX OIT PLUG (2108° - 1508°)

20 SX OMT PLUG (2808° - 2208°)

20 SX ONT PLIS (3661° - 3404°)

PBT0 @ 3663°
27/8° CS6 @ 3670° CHTD W/ 400 SX
™ @ 3%n*




WELL COMPLETED: DECEMBER {3, 4964
NELL PLUGGED: MARCH 11, 1983

SURFACE INTERMED _ PRODUCTION

JAY - MYERS LANGLIE MATTIX UNIT #1410
590° FSL & 2050° FWL SEC 32 T23S R37E
LEA COUNTY, NEW MEXICO

[iTd

SIZE 10 y/4° 15/8°

WEIGHT 24.64 15.26¢4

GRADE ) 40
THREAD K.A K.A
DEPTH 2n’ 174°

PREPAD BY: SCOTT E. GENGLER
DATE : OCTOBER 17, 1994

| N 10 3/4° SURFACE CASING @ 278"
CHTD W/ 250 SX  CNT CIRC

SQZD PERFS (1497° - 4498°) W/ 350 SX
CMT CIRC

A 7 5/8" INTERMEDIATE CASING @ 1174°
CMTD W/ 400 SX CMT CIRC

SQUEEZE PERFS (1197 - 1158°)
B SX CMT PLUG (1506" - 1200°)

CIBP @ 4506°

35 SX CMT PLUE (2700° - 2206°)

edeedPeeigiia i
R LYY

== QUEEN PERFS (3459° - 3521°)

.............
.............

20 SX CNT PLUG (3557° - 3020°)

b=

PBTD © 3663"

27/8" CS6 @ 3669° CMTD W/ 250 SX
T0 e 3670°




ELEVATION KB N.A.

.................
.................
.................

"""""""""""""""""""""""""" 32 SX.ONT PLUG (100" - 0°)

13 3/8° SURFACE CSG @ 290°
WELL CONPLETED: March 5, {950 CNTD ¥/ 300 SX

38 SX CNT PLUS (130" - 1140°)

8 5/8" SURFACE CASING @ 1201'
CMTD ¥/ 500 SX

WELL PLUGGED: OCTOBER 14, 1954

30 SX CMT PLUG (2200° ~ 2100°)
TOP OF 5 4/2° CS6 STUB @ 2124°

15 SX OMT PLUG (3488° - 3388°)
§ 4/2° CSG @ 3438° CNTD N/ 647 SX

SCOTT E. GENGLER
pril 29, 1994

20 SX CNT PLUG (3533° - 3540°)

0 @ 3583°




MELL COMPLETED: DECEMBER 20, 1977
WELL PLUGGED: AUGUST 23, 1993

SURFACE PRODUCTION -

SIZE s an 8§ ye'
VETGHT NA. N.A.
GRADE WA NA.
THREAD n.A. KA
0EPTH um' 408°
= 5=
PREPRD BY:  SCOTT E. GENGLER
DATE May 1, 4994

ELEVATION  KB: N.A,
6 N.A.
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.............
.............
.............
.............
.............

| N

25 SX CWT PUUG (300° - 0°)

S SX ONT PLUS (1225 - 1425°)

8 5/8" SURFACE CASING 8 4175°
CNTD M/ 500 SX  ONT CIRC

25 SX ONT PLUG {3000 - 2900°)
CIBP @ 3000°
YATES PEFFS {3054° - 3180°)

§ 4/2° CS6 @ 3405° CNTD W 670 SX
TD @ 3405°




MELL COMPLETED: JANUARY 25, 1962
WELL PLUGGEL: JUNE 29, {9%2

SZE Jeew |aue
T |20 2.5
owE | wa | o
THEAD | A nA.
M | = "

80 SX CMT PLUG (45¢' - 0°)
SQUEEZE PERFS @ 275"

A 8 5/8° SURFACE CASING @ 352'
CNTD W/ 250 SX  ONT CIRC

10 SX ONT PLUE (1250° - 1000°)

10 SX CNT PLUG (2750° - 2600°)




WELL COMPLETED:

DECEMBER 5, 13953

WELL PLUGGED: AUGUST 26, 4993

SUFACE _ PRODUCTION

g

SIZE sy 7°
YEIGHT | 3¢ 15.5 ¢
| GRADE aa A,
THREAD A, N.A.
. |DEPTH on 3464°
SCOTT E. GENGLER:
Kay 1, 1994 :

ELEVATION KB: N.A.

.A0CO - MYERS B FEDERAL RA B #14
660" FNL & 1980° FEL SEC 6 T24S R37E
LEA COUNTY, NEW MEXICO

------------
.............

.............
.............
.............

.............

25 SX CMT PLUG (150" - 0°)

CMT RETAINER © 1150°

b 8 5/8" SURFACE CASING @ 240°
CNTD M/ 300 SX  CMT CIRC

SQUEEZE PERFS (1260° - 1262°)
SQZD W/ 250 SX CMT (CNT CIRC)

25 SX CMT PLUS (2950° - 2800°)

CIeP @ 2950°

YATES PERFS (2994°' - 3230°)

CIBP @ 3416°

7° CSG @ 3461° CNTD W/ 200 SX

T0 e 3742




1968° FNL & 1980° FWL SEC 6 T24S RI7TE

JXY - MYERS LANGLIE NATTIX UNIT #140
lmmum NEN MEXICO

MELL COMPLETED: APRIL 7, 1962 125 SX ONT PLIG (407° - 0")

WELL PLUGSED: JUNE 25, 1932

30 SX C«T PLUS (1305° - 1060°)
SQUEEZE PERFS @ 1250°

20 SX ONT PLUS (2900° - 2700°)

SURFACE __ PRODUCTION

se Tesww o
et | 2» 9.5
SRADE nA. 88
TEED | . A,
M | = = R S—
------------------------- 5 SX O PLUS (3400° - 3325°)
CI8P @ 3400°
= # QUEEN PEFFS (3406" - 3644°)

PREPRD BY:  SCOTT E. GENGLER OEELLLLELLtd [ gy

DATE : May 4, 1994 = SSSSSSSSSCA




Responses to C-108

VII

VIII

IX

XI

XII

1. Average Daily Injection Rate - 300 BWPD per well
Maximum Daily Injection Rate - 500 BWPD per well

2. The proposed system is a closed system.

3. Average Injectjion Pressure - 1200 psi
Maximum Injectlon Pressure - 1800 psi

4. Sources of water:
a. Produced water from the Myers Langlie Mattix Unit.
b. Supply water from Texaco's Jal Water System.

5. Injection is not for disposal purposes.

Previously Submitted

Each of the propoesed injection wells will be acidized with
3000 gallons of acid.

Previously Submitted
Previously Submitted

Not Applicable



Legal Notice

OXY USA Inc., P. O. Box 50250, Midland, Texas, 79710, 915/685-5825,
Scott Gengler - Engineer, proposes to inject water for secondary
recovery purposes into the Myers Langlie Mattix Unit well #'s 70,
72, 94, 96, 98, 106, 133, 134, 135, 137, 141, 143, 170, 176, 178,
251, 252 located in section 36 of T-23-S, R-36-E, sections 31 and
32 of T-23-S, R-37-E, and sections 5 and 6 of T-24-S, R-37-E, Lea
County, New Mexico. Water will be injected into the Queen formation
at an average depth of 3700' at an approximate rate of 300 BWPD per
well and at a maximum gressure of 1800#. Interested parties must
file objections or requests for hearing with the New Mexico 0il
Conservation Division, P. O. Box 2088, Santa Fe, New Mexico, 87501,
within fifteen (15) days of receipt of this notice.



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. 11168
Order No. R-4680-A

APPLICATION OF OXY USA INC. TO AUTHORIZE THE EXPANSION OF A
PORTION OF ITS MYERS LANGLIE-MATTIX UNIT WATERFLOOD PROJECT
AND QUALIFY SAID EXPANSION FOR THE RECOVERED OIL TAX RATE
PURSUANT TO THE "NEW MEXICO ENHANCED OIL RECOVERY ACT," LEA
COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on far hearing at 8:15 A.M. on December 15, 1994, at Santa
Fe, New Mexico, before Examiner Michael E. Stogner.

NOW, on this 31st day of March, 1995, 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) By Order No. R-4660, issued in Case No. 5086 and dated November 16,
1973, the Division approved the application of Skelly Oil Company for unitization of the
following described 9,923.68 acres, more or less, of State, Federal, and Fee lands in Lea
County, New Mexico, also known as the Myers Langlie-Mattix Unit Area:

Exhibit Z
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TOWNSHIP 23 SOUTH, RANGE 36 EAST, NMPM
Section 25: N/2 NE/4, SE/4 NE/4, NE/4

SWi/4, S/2 SW/4, and SE/4
Section 36: N/2, E/2 SW/4, and SE/4

TOWNSHIP 23 SOUTH, RANGE 37 EAST, NMPM
Section 28: SW/4 NW/4 and SW/4

Sections 29 through 33: All

Section 34: W/2

TOWNSHIP 24 SOUTH, RANGE 56 EAST., NMPM
Section 1: Lot 1 (NE/4 NE/4 equivalent)
Section 12: S§/2 N/2, N/2 SW/4, N/2

SE/4, and SE/4 SE/4

TOWNSHIP 23 SOUTH, RANGE 37 EAST, NMPM

Section 2: Lots 2, 3, and 4, SW/4
NE/4, S/2 NW/4, and SW/4

Section 3: Lots 1 and 2, S/2 NE/4, W/2
SW/4, and E/2 SE/4

Sections 4 and 5: All

Section 6: Lots 1, 2, 3, and 4, S/2
NE/4, SE/4 NW/4, ER2
SW/4, and SE/4

Section 7: All )

Section 8: N/2, N/2 S/2, and SW/4
SW/4

Section 9: N/2 and N/2 SW/4

Section 10: W/2 NE/4, SE/4 NE/4,
NW/4, Ef2 SW/4, and W/2
SE/4

Section 11: SW/4 NW/4.

(3) By Order No. R-4680, issued in Case No. 5087 and dated November 20,
1973, the Division authorized Skelly Oil Company to institute a waterflood project
(therein designated the Skelly Myers Langlie Mattix Unit Waterflood Project) by the
injection of water into the Lower Seven Rivers and Queen formations of the Langlie-

Mattix (Seven Rivers-Queen-Grayburg) Pool within the above-described Unit, Lea
County, New Mexico.

(4)  OXY USA, Inc. is the current operator of both the Myers Langlie-Mattix

Unit ("Unit") and the (Skelly) Myers Langlie Mattix Unit Waterflood Project
("Waterflood Project™).
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(5)  The applicant, OXY USA, Inc. ("OXY"), pursuant to the New Mexico
“Enhanced Oil Recovery Act" and to Division General Rule 701(G), seeks approval of
an expansion of its (Skelly) Myers Langlie-Mattix Unit Waterflood Project by means of
a significant change in process used for the displacement of crude oil with water
including the approval of the conversion of 16 producers to injection wells, to reactivate
a plugged injector and an Order, pursuant to the "Rules and Procedures for Qualification
of Enhanced Qil Recovery ("EOR") Projects and Certification for the Recovered Qil Tax
Rate”, as promuigated by Division Order R-9708, qualifying a portion of its Myers
Langlie-Mattix Unit Waterflood Project, located in portions of Section 36, Township 23
South, Range 36 East, NMPM, and in Sections 31 and 32, Township 23 South, Range
37 East, NMi-M, and in Sections 5 and 6, Township 24 South, Range -/ East, NMPM,
Langlie-Mattix Pool, Lea County, New Mexico, for the recovered oil tax rate under the
“Enhanced Oil Recovery Act" (Law 1992, Chapter 38, Sections 1 through 5).

(6)  Waterflood operations were initiated by Skelly Oil Company during the -
1970’s on an 80-acre five-spot injection pattern. Ultimate primary oil recovery from the
Unit has been 9,000,000 barrels of oil. As of October 31, 1994, total oil production
from the Unit was 15,200,000 barrels.

@) The Unit currently has 93 active producers and 62 injectors and is
producing at a rate of approximately 613 barrels of oil per day and 7,032 barrels of
water per day. Evidence indicates the remaining recoverable reserves in the Unit under
the current 80-acre five-spot pattern is approximately 688,000 barrels of oil.

(8)  The applicant now seeks to qualify the following described 760 acres,
more or less, hereinafter referred to as the "EOR Expansion Area", being a portion of

the (Skelly) Myers Langlie-Mattix Unit Waterflood Project in Lea County, New Mexico,
for the recovered oil tax rate:

Township 23 South, Range 36 East, NMPM

Section 36: SE/4 SE/4 NE/4
NE/4 NE/4 SE/4

Township 23 South, Range 37 East, NMPM

Section 31:  SW/4 SW/4 NE/4
S$/2 §/2 NW/4
E/2 SW/4
E/2 W/2 SW/4 (equivalent)
NW/4 NW/4 SW/4 (equivalent)
NW/4 NW/4 SE/4
S/2 N/2 SE/4
S/2 SE/4
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Section 32: SW/4 NE/4 SW/4
S/2 NW/4 SW/4
SW/4 SWi4
W72 SE/4 SW/4

Township 23 South, Range 37 East, NMPM

Section 5: W/2 E/2 NW/4 (equivalent)
W72 NW/4 (equivalent)
W72 NE/4 SW/4
NW/4 SW/4
N/2 SW/4 SW/4
NW/1 SE/4 SW/4

Section 6: N/2 N/2 NE/4 (equivalent)
SE/4 NE/4 NE/4 (equivalent)
E/2 SE/4 NE/4
N/2 NE/4 NW/A (equivalent)
NE/4 NW/4 NW/4 (equivalent)
E/2 NE/4 SE/4
NE/4 SE/4 SE/4.

(9)  Within the subject 760-acre, more or less, EOR Expansion Area, the
applicant is proposing a significant change in the process used for the displacement of
crude oil by expanding its current waterflood pattern by further instituting a 20-acre infill
drilling program and to initiate a 40-acre five-spot water injection pattern. Such action
will require the applicant to drill and equip nineteen new infill producing wells (as
further described in Exhibit "A", attached hereto and made a part hereof), convert
sixteen current producing wells to injectors (as further described in Exhibit "B", attached
hereto and made a part hereof), reactivate a previously plugged and abandoned injection
well (see also Exhibit "B"), and utilize fifteen existing injection wells (as further
described in Exhibit "C", attached hereto and made a part of this order as reference
only), plus an extensive upgrade of the tank battery and surface injection facilities.

(10) While the nineteen new producers (Exhibit "A") have been drilled in the
EOR Expansion Area as infill wells, none of those producers will be recovering enough
primary oil to pay for their costs. Instead, these producers are an integral part of the
EOR expansion being necessary in order to close the 40-acre five-spot injection pattern
and improve sweep efficiency within the EOR Expansion Area.

(11)  Costs for the proposed change in operations within the EOR Expansion
Area is estimated to be $3,660,000.00 for the drilling and associated equipment for the
nineteen infill producers, $690,000.00 to convert and reactivate the seventeen proposed
new injection wells, and $750,000.00 to upgrade battery and injection facilities. Total
expansion costs are estimated to be $5,100,000.
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(12) The estimated amount of recoverable oil attributable to a "Positive
Production Response from the Expanded Use" of enhanced oil recovery technology for
a portion of this existing Waterflood Project is 1,600,000 barrels of additional oil.

(13) This EOR expansion project is similar to the one earlier requested by OXY
for its Skelly Penrose "B" Unit Waterflood Project, which was approved by Division
Order No. R-9955, as amended.

(14) For ease and simplicity the EOR Expansion Area should also be defined
in terms of the nineteen unit wells which would actually qualify for the recovered oil tax
rate, as described in Exhibit "A".

(15) The evidence and testimony presented in this case indicates that:

(a) the reduction in the waterflood injection well pattern in the EOR
Expansion Area should result in a substantial increase in the
amount of crude oil ultimately recovered therefrom;

(b)  the EOR Expansion Area has been so depleted that it is prudent to
implement a waterflood injection well pattern reduction to
maximize the ultimate recovery of crude oil from said area; and,

()  the proposed expansion is economically and technically feasible
and has not been prematurely filed.

(16) The EOR Expansion Area within the (Skelly) Myers Langlie-Mattix Unit
Waterflood Project, as defined ia Finding Paragraph No. (8) above, and those nineteen
corresponding wells within said Area (see Exhibit "A") should be qualified as an

"Enhanced Oil Recovery Project” pursuant to the "Enhanced Oil Recovery Act" (Laws
1992, Chapter 38, Sections 1 through 5).

(17)  To be eligible for the EOR credit, the operator should advise the Division
when water injection into each additional injection well commences and at such time

request the Division certify the subject expansion project to the New Mexico Taxation
and Revenue Department.

(18)  The application should be approved and the EOR expansion should be
governed by the provisions of the "Rules and Procedures for Qualifications of Enhanced

Oil Recovery Projects” and "Certification for Recovered Oil Tax Rate" as promulgated
by Division Order No. R-9708.

€19)  Atsuchtime as a positive production response occurs and within five years
from the date of the Certificate of Qualification, the applicant must apply to the Division
for certification of positive production response, which application shall identify the area
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actually benefitting from enhanced recovery operations, and identifying the specific wells
which the operator believes are eligible for the credit. The Division may review the
application administratively or set it for hearing. Based upon evidence presented, the
Division will certify to the Department of Taxation and Revenue those lands and wells
which are eligible for the credit.

(20) The injection of water into the proposed seventeen new injection wells
should be accomplished through 2 3/8 inch internally fiberglass-lined tubing installed in
a packer set within 100 feet of the uppermost injection perforation or casing shoe; the
casing-tubing annulus should be filled with an inert fluid and a gauge or approved leak-
detc.aon device should be attached to the annulus in order tc determine leakage in the
casing, tubing or packer.

(21)  Prior to commencing injection operations into the seventeen wells shown
on Exhibit "B", attached hereto and made a part hereof, the casing in each well should
be pressure tested throughout the interval from the surface down to the proposed packer
setting depth, to assure the integrity of such casing.

(22) The seventeen injection wells or pressurization system should be initially

equipped with a pressure control device or acceptable substitute which will limit the
surface injection pressure to no more than 1800 psi.

(23) The Division Director should have the authority to administratively
authorize a pressure limitation in excess of the pressure limitation described above upon
a showing by the operator that such higher pressure will not result in the fracturing of
the injection formation or confining strata.

(24) The operator should give advance notification to the supervisor of the
Hobbs District Office of the Division of the date and time of the installation of injection

equipment and of the mechanical integrity pressure tests in order that the same may be
witnessed.

(25) The proposed waterflood expansion should be approved and governed by

the provisions of Rule Nos. 701 through 708 of the Oil Conservation Division Rules and
Regulations. '

(26) The injection authority granted herein for the proposed seventeen new
injection wells should terminate one year after the effective date of this order if the
operator has not commenced injection operations into the subject wells, provided

however, the Division, upon written request by the operator, may grant an extension
thereof for good cause shown.
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IT IS THEREFORE ORDERED THAT:

(1)  The applicant, OXY USA, Inc. ("OXY") is hereby authorized to expand
its (Skelly) Myers Langlie-Mattix Unit Waterflood Project, Myers Langlie-Mattix Unit
("Unit"), Langlie-Mattix (Seven Rivers-Queen-Grayburg) Pool, Lea County, New
Mexico, pursuant to Division General Rule 701.G., by converting 16 existing wells to
injectors and by reactivating a plugged injector, as further described in Exhibit "B",
attached hereto and made a part hereof.

(2)  The applicant shall take all steps necessary to ensure that the injected water
enters only the proposed injection interval and is not permitted to escape tu other
formations or onto the surface.

(3)  The injection of water into the seventeen wells shown on Exhibit "B" shall
be accomplished through 2 3/8 inch internally fiberglass-lined tubing installed in a packer
set within 100 feet of the uppermost injection perforation or casing shoe; the casing-
tubing annulus shall be filled with an inert fluid and a gauge or approved leak-detection
device shall be attached to the annulus in order to determine leakage in the casing, tubing
or packer.

{4)  Prior to commencing injection operations into the wells shown on Exhibit
"B", the casing in each well shall be pressure tested throughout the interval from the
surface down to the proposed packer setting depth, to assure the integrity of such casing.

{5) The seventeen injection wells or pressurization system shall be initially
equippad with a pressure control device or acceptable substitute which will limit the
surface injection pressure to no more than 1800 psi.

(6)  The Division Director shall have the authority to administratively authorize
a pressure limitation in excess of the 1800 psi herein authorized upon a showing by the

operator that such higher pressure will not result in the fracturing of the injection
formation or confining strata.

(M The operator shall give advance notification to the supervisor of the Hobbs
District Office of the Division of the date and time of the installation of injection

equipment and of the mechanical integrity pressure tests in order that the same may be
witnessed. '

@8  The operator shall immediately notify the supervisor of the Hobbs district
office of the Division of the failure of the tubing, casing or packer in any of the wells

shown ca Exhibit "B" and shall take such steps as may be timely and necessary to
correct sech failure or leakage.
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(9)  The subject wells shall be governed by all provisions of Division Order
No. R-4680 and Rule Nos. 702-706 of the Oil Conservation Division Rules and
Regulations.

(10) The injection authority granted herein shall terminate one year after the
effective date of this order if the operator has not commenced injection operations into
the subject wells, provided however, the Division, upon written request by the operator,
may grant an extension thereof for good cause shown.

IT IS FURTHER ORDERED THAT:

(11)  The application of OXY to qualify the following described 760 acres, more
or less, hereinafter referred to as the "EOR Expansion Area", being a portion of its
(Skelly) Myers Langlie-Mattix Unit Waterflood Project, for the recovered oil tax rate
under the “Enhanced Oil Recovery Act" (Laws 1992, Chapter 38, Sections 1 through 5),
is herebv approved:

Township 23 South, Range 36 East, NMPM

Section 36: SE/4 SE/4 NE/4
NE/4 NE/4 SE/4

Township 23 South, Range 37 East, NMPM

Section 31:  SW/4 SW/4 NE/4
S/2 872 NW/4
Ef2 SW/4
E/2 W/2 SW/4 (equivalent)
NW/4 NW/4 SW/4 (equivalent)
NW/4 NW/4 SE/4
S/2 N/2 SE/4
S/2 SE/4

Section 32:  SW/4 NE/4 SW/4
§/2 NW/4 SW/4
SW/4 SW/4
W/2 SE/4 SW/4

Township 23 South, Range 37 East, NMPM

Section §: W/2 E/2 NW/4 (equivalent)
W/2 NW/4 (equivalent)
W/2 NE/4 SW/4
NW/4 SW/4
N/2 SW/4 SW/4
NW/4 SE/4 SW/4
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Section 6: N/2 N/2 NE/4 (equivalent)
SE/4 NE/4 NE/4 (equivalent)
E/2 SE/4 NE/4
N/2 NE/4 NW/4 (equivalent)
NE/4 NW/¢ NW/4 (equivalent)
E/2 NE/4 SE/4
NE/4 SE/4 SE/4.

(12) The EOR Expansion Area shall also be defined in terms of the nineteen
unit wells that are producing which would actually qualify for the recovered oil tax rate,
ac Joscribed in Exhibit "A", attached hereto and made a n~1t hereof.

(13) The operator shall advise the Division when water injection actually
commences into any of the seventeen "new" injection wells.

(14) To be eligible for the EOR credit, prior to commencing injection
operations, the operator must request from the Division a Certificate of Qualification,
which certificate will specify the project area as described above.

(15) At suchtime as a positive production response occurs and within five years
from the date of the Certificate of Qualification, the applicant must apply to the Division
for certification of positive production response, which application shall identify the area
actually benefitting from enhanced recovery operations, and identifying the specific wells
which the operator believes are eligible for the credit. The Division may review the
application administratively or set it for hearing. Based upon evidence presented, the

Division will certify to The Department of Taxation and Revenue those lands and wells
which are eligible for the credit.

(16) Said EOR Expansion Area shall be governed by the provisions of the
"Rules and Procedures for Qualifications of Enhanced Oil Recovery Projects” and

"Certification for Recovered Oil Tax Rate" as promulgated by Division Order No. R-
9708.

(17)  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 day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

WILLIAM J.

SEAL Direct



EXHIBIT "A"

CASE NO. 11168
ORDER NO. R-4680-A

OXY USA, INC. MYERS LANGLIE-MATTIX UNIT

WATERFLOOD PROJECT

"PRODUCING WELLS WITHIN THE EOR PROJECT AREA ELIGIBLE FOR THE EOR TAX CREDIT"

Well No. API No. IFootage Location Lot/Unit S-T-R
256 30-025-29589 | 105" FNL - 1310' FWL 4/D 6-24S-37E
258 30-025-32588 | 2560° FSL - 120° FWL 3L 31-23S-37E
259 30-025-32534 | 2620° ENL - 1340’ FWL F 31-23S-37E
260 30-025-32589 | 2535’ FSL - 2563' FWL K 31-235-37E
261 30-035-32559 | 1340’ FSL - 1300 FWL 3L 31-23S-37E
262 30-025-32590 | 1350’ FSL - 2380’ FWL K 31-23S-37E
263 30-025-32555 | 1398" FSL - 1564' FEL J 31-23S-37E
264 30-025-32535 | 1400" FSL - 160" FWL L 32-238-37E
265 30-025-32536 | 14¢0° FSL - 1340’ FWL K 32-23S-37E
266 30-025-32537 | 100° FNL - 2556' FWL 3/C 6-24S-37E
267 30-025-32591 | 190’ FNL - 1460’ FEL 2B 6-24S-37E
268 30-025-32592 | 139° FNL - 372" FEL /A 6-24S-37E
269 30-025-32556 | 238" FNL - 1274' FWL 4D 5.24S-37E
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Well No. API No. Footage Location Lot/Unit S-T-R
270 30-025-32593 1410" FNL - 90’ FFEL H 6-24S-37E .
271 30-025-32565 1340’ FNL - 1030" FWL E 5-24S-37E |
272 30-025-32566 2620’ FNL - 90’ FEL I 6-24S-37E
273 30-025-32594 2533' FNL - 1350° FWL F 5-24S-37E
274 30-035-32567 1300’ FSL - 120" FWL M 5-24S-37E
275 30-025-32557 1340° IF'S & WL K 5-24S-37E




EXHIBIT "B"

CASE NO. 11168

ORDER NO. R-4680-A

OXY USA, INC. MYERS LANGLIE-MATTIX UNIT WATERFLOOD PROJECT

APPROVED WATERFLOOD EXPANSION INJECTION WELLS

WELLS TO BE CONVERTED FROM PRODUCERS TO INJECTORS:

_ WELL NO. API NO. FOOTAGE LOCATION LOT/UNIT S-T-R INJECTION INTERVAL

30-025-09475 1980° <NL - 660’ IFEL It 36-23S-36E 3465’ - 3609’
: (OPENHOLE)

72 30-025-10902 1980° N & WL F 31-23S8-37E 3570’ -3670°

94 30-025-26908 1980° FSL - 760’ FWL L 32-23S-37E 3440° - 3677

26 30-025-10907 1979’ ISL - 1980’ FEL J 31-23S-37E 3447 - 3618’
(OPENHOLE)

98 30-025-10906 1980° FFSL - 660’ FEL 3/L 31-238-37E 3450 - 3608’
| (OPENHOLE)
106 30-025-10911 660’ FSL - 1980' FWL N 31-238-37E 3546° - 3627’

133 30-025-11008 660" FN & WL 4/D 5-248-37E 3503’ - 3623’

135 30-025-25989 760' FNL - 2080’ FEL 2/B 6-24S-37E 3502° - 3686°

137 30-025-11036 660’ FNL - 626’ FWL 4/D 6-24S-37E 3454' - 3588’
(OPENHOLE)

141 30-025-11027 1962’ I'NL - 660" I'EL Il 6-24S-37E 3517 - 3640

143 30-025-11011 1960' FNL - 1905’ FWL I 5-24S-37E 3437' - 3680°




EXHIBIT "B"
CASE NO. 11168
ORDER NO. R-4680-A

PAGE 2
WELL NO. API NO. FOOTAGE LOCATION LOT/UNIT S-T-R INJECTION INTERVAL |
170 30-025-11004 1980’ .‘SL - 330’ F'WL L 5-24S-37E 3445’ - 3793’
176 30-025-11025 660’ FS & EL p 6-24S-37E 3516° -3590°
178 30-025-11007 660’ FSL - 1980’ FWL N 5-24S-37E 3442’ - 3570’
251 30-025-28246 660" FSL - 2096’ FWL N 32-23S-37E 3354’ - 3699’
252 30-025-28808 685’ IFSL - 660’ IFEL P 31-23S8-37E 3523’ - 3730°

The following well was Plugged and Abandoned by Texaco Exploration and Production Inc. in 1992, Division Order No. R-4680
originally authorized this well to be utilized as a water injection well on the Skelly Myers Langlie-Mattix Unit Waterflood Project:

Myers Langlie-Mattix Unit Well No. 134 (APl No. 30-025-11026), located 660’ FN & EL (Lot 1/Unit A) of
Section 6, Township 24 South, Range 37 East, NMPM, Lea County New Mexico. The proposed injection
interval will bethrough perforations from 3546’ to 3655°.



EXISTING INJECTION WELLS TO BE UTILIZED FOR THE EOR PROJECT AREA:

OXY USA, INC. MYERS LANGLIE-MATTIX UNIT WATERFLOOD PROJECT

EXHIBIT "C"
CASE NO. 11168
ORDER NO. R-4680-A

r——

WELL NO. API NO. FOOTAGE LOCATION | LOT/UNIT S-T-R DIVISION ORDER
AUTHORIZING
INJECTION
71 30-025-10901 1980° ENL - 660" FWL 2/E 31-238-37E R-4680
73 30-025-10904 1980° FN & EL G 31-238-37E R-4680
93 30-025-25680 | 1980° FSL - 1750" FWL K 32-238-37E WFX-460
95 30-025-10912 1980° FSL - 660° FEL 1 31-23S-37E R-4680
97 30-025-10909 1980° FS & WL K 31-23S-37E R-4680
99 30-025-09482 1980 FSL - 660’ FEL I 36-23S-36E R-4680
105 30-025-10908 | 660" FS & WL 4IM 31-23S-37E R-4680
= 107 30-025-10910 | 660" FSL - 1980’ FEL 0 31-23S-37E R-4680
__ 109 30-025-03205 | 660’ FS & WL M 32-23S-37E R-4680
T 13 30-025-11010 | 660" FNL - 1980° FWL 3/C 5-24S-37E R-4680
136 30-025-11019 | 660" FNL - 1980° FWL 3/C 6-24S-37E R-4680
142 30-025-11009 | 1962' FNL - 660° FWL E 5-24S-37E R-4680
169 30-025-11005 1980" FS & WL K 5-24S-37E R-4680
171 30-025-11030 | 1980" FSL - 660" FEL I 6-24S-37E R-4680
| 177 30-025-11006 | 660° FSL - 990" FWL M 5-24S-37E R-4680 .




VD : ~'ONGARD 03/09/95 16:07:04
,OG6INCM TNQUIRE WELL COMPLETIONS OGOMES -EMEJ

.API Well No : 30 25 10907 Eff Date : 02-04-1994 WC Status : A

9*ql Idn : 37240 LANGLIE MATTIX;7 RVRS-Q-GRAYBURG
' ID Idn : 16696 OXY USA INC

£.0p Idn : 14953 MYERS LANGLIE MATTIX UNIT

Well No : 096

GL Elevation: 99999
U/L Sec Township Range North/South East /West Prop/Act (P/A)

-- - - - -—— - - - - -— e e - - — - ————— - - o = - - -

B.H. Locn : Jd 31 238 37E FTG 999 F S FTG 999 F E P

Lot Identifier:
Dedicated Acre: 40.00

lease Type : F
Type of consolidation (Comm, Unit, Forced Pooling - C/U/F/O)

M0025:Enter PF keys to scroll
PF01 HELP PF02 PF03 EXIT PF04 GoTo PFO5 PFO6
PFro7 PFO8 PFO9 PF10 NEXT-WC PF1l HISTORY PF12 NXTREC



MD - ONGARD 03/09/95 16:06:27

JG6IWCM INT"TIRE WELL COMPLETIONS OGOMES -EMEJ
3PT Well No : 30 25 10911 Eff Date : 02-04-1994 WC Status : A

200} -Idn : 37240 LANGLIE MATTIX;7 RVRS-Q-GRAYBURG

OGF Idn : 16696 OXY USA INC

2ro). Idn : 14953 MYERS LANGLIE MATTIX UNIT

Aell No : 106

3L Elevation: 3315

U/L Sec Township Range North/South East/West Prop/Act (P/A)

-—— - - - - - — - - - - - - - - - - - - = e - - - - - -

3.E. Locn : N 31 23S 37E FTG 660 F S FTG 1980 F W A
Lot Identifier:

JDedicated Acre: 40.00

Lease Type : F

Type of consolidation (Comm, Unit, Forced Pooling - C/U/F/0O)

M0025:Enter PF keys to scroll
°F01 HELP PF02 PF03 EXIT PF04 GoTo PF05 PF06
2F07 PFO8 PFO9 PF10 NEXT-WC PF11 HISTORY PF12 NXTREC



CMD : - ONGARD 03/09/95 16:05:06
_OG6TWCM TNQUIRE WELL COMPLETIONS OGOMES -EMEJ

_API Well No : 30 25 32588 Eff Date : 07-21-199%4 WC Status : A

gnol Idn 37240 LANGLIE MATTIX;7 RVRS-Q-GRAYBURG
ID Idn : 16696 OXY USA INC

- .op Idn : 14953 MYERS LANGLIE MATTIX UNIT

Well No : 258

GL Elevation: 3317

U/L Sec Township Range North/South East/West Prop/Act (P/A)

-—-— e e - - - - = = == - - - - - - - - - -

B_.H. Locn : 3 31 238 37E FTG 2560 F S FTG 120 F W A
Lot Identifier:

Dedicated Acre: 37.97

lease Type : F

Type of consolidation (Comm, Unit, Forced Pooling - C/U/F/O)

MO025:Enter PF keys to scroll
PFO01 HELP PFO2 PF03 EXIT PF04 GoTo PFOS5 PFO6
PFO7 PFO8 PFO9 PF10 NEXT-WC PF1ll HISTORY PF12 NXTREC



CMD : ONGARD 03/09/95 16:04:44
_OG6IWCM INQUIRE WELI, COMPLETIONS OGOMES -EMEJ

_API Well No : 30 25 32559 Eff Date : 06-30-1994 WC Status : A
jEQOl Idn : 37240 LANGLIE MATTIX;7 RVRS-Q-GRAYBURG

UID Idn 16696 OXY USA INC
. «0p Idn 14953 MYERS LANGLIE MATTIX UNIT
Well No : 261

GL Elevation: 3323

U/L Sec Township Range North/South East/West Prop/Act (P/A)

B.H. Locn : 3 31 238 37E  FTG 1340 F S FTG 1300 F W P
Lot Identifier:

Dedicated Acre: 37.97

lease Type : F

Type of consolidation (Comm, Unit, Forced Pooling - C/U/F/0)

M0025:Enter PF keys to scroll
PFD1 HELP PFO2 PF03 EXIT PF04 GoTo PFO5 PFO6
PFO7 PFO8 PF09 PF10 NEXT-WC PF1ll HISTORY PF12 NXTREC



_— - ¢ waNaARU 03/09/95 16:04:18
_OG6IHCM INQUIRE WELL COMPLETIONS OGOMES - EMEJ

API Well No : 30 25 10906 Eff Date : 02-04-1994 WC Status : A

"Pool Idn : 37240 LANGLIE MATTIX;7 RVRS-Q-GRAYBURG
QQBID Idn : 16696 OXY USA INC

- P Idn . 14953 MYERS LANGLIE MATTIX UNIT

Well No : 098

GL Elevation: 99999

U/L Sec Township Range North/South East/West Prop/Act (P/A)

-——— - -—— - - - .- -—- - - - e - - - -

B.H. Locn : 3 31 238 37E FTG 999 F S FIG 999 F E P
Lot Identifier:

Dedicated Acre: 37.97

Lease Type : F

Type of consolidation (Comm, Unit, Forced Pooling - C/U/F/O)

M0025:Enter PF keys to scroll
PF01 HELP PFO02 PF03 EXIT PF04 GoTo PFO05 PFO06
PFO07 PFO8 PFO9 PF10 NEXT-WC PF1ll HISTORY PF12 NXTREC



oD : ONGARD 03/09/95 16:03:37
_OG6IWCM TNQUIRE WELL COMPLETIONS OGOMES -EMEJ

API Well No : 30 25 32534 Eff Date : 06-08-1994 WC Status : A

“>=p0l Idn : 37240 LANGLIE MATTIX;7 RVRS-Q-GRAYBURG
RID Idn : 16696 OXY USA INC

+ L£Op Idn : 14953 MYERS LANGLIE MATTIX UNIT

Well No : 259

GL Elevation: 3318

U/L Sec Township Range North/South East/West Prop/Act (P/A)

-—— - - - - - - e - - - - - ———— - - - - -

B.H. Locn : F 31 23S 37E FTG 2620 F N FTG 1340 F W P
Lot Identifier:

Dedicated Acre: 40.00

Lease Type : F

Type of consolidation (Comm, Unit, Forced Pooling - C/U/F/O)

‘ M0025:Enter PF keys to scroll
PF01 HELP PF02 PF03 EXIT PF04 GoTo PFO05 PFO06
PFO7 PFO08 PF09 PF10 NEXT-WC PF1l HISTORY PF12 NXTREC



oD - ' ONGARD 03/09/95 16:03:06
_OG6IWCM TNQUIRE WELL COMPLETIONS OGOMES -EMEJ

_API Well No : 30 25 10902 Eff Date : 02-04-1394 WC Status : A

Pan Idn - 37240 LANGLIE MATTIX;7 RVRS-Q-GRAYBURG
ID Idn : 16696 OXY USA INC

-~ -0p Idn : 14953 MYERS LANGLIE MATTIX UNIT

Well No : 072

GL, Elevation: 99999

U/L Sec Township Range North/South East/West Prop/Act (P/A)

B.B. Locn : F 31 23S 37E FIG 999 F S FTIG 999 F E P
Lot Identifier:

Dedicated Acre: 40.00

Lease Type : P

Type of consolidation (Comm, Unit, Forced Pooling - C/U/F/O)

M0025:Enter PF keys to scroll
PF01 HELP PF02 PF03 EXIT PF04 GoTo PFO5 PF06
PFO07 PFO08 PFO09 PF10 NEXT-WC PF11 HISTORY PF12 NXTREC



CMD : ONGARD , 03/09/95 15:47:13
_OG6IWCM TNQUIRE WELL COMPLETIONS OGOMES -EMEJ

API Well No 30 25 9475 Eff Date : 02-04-1994 WC Status : A

-0l Idn < 37240 LANGLIE MATTIX;7 RVRS-Q-GRAYBURG
:ID Idn H 16696 OXY USA INC

2L0p Idn H 14953 MYERS LANGLIE MATTIX UNIT

Well Yo : 070

GL Elevation: 99999

U/L Sec Township Range North/South East/West Prop/Act (P/A)

-—— - - -- - e am e e e e e e e e - e - -—— - - - - - - - — -

B.H. Locn : H 36 23S 36E FTIG 999 F S FTG 999 F E P
Lot Identifier:

Dedicated Acre: 40.00

Lease Type : S

Type of consolidation (Comm, Unit, Forced Pooling - C/U/F/0)

M0025:Enter PF keys to scroll
PF01 EHELP PFO2 PF03 EXIT PF04 GoTo PFO5 PFO6
PFD7 PFO8 PF09 PF10 NEXT-WC PFl1ll HISTORY PFl12 NXTREC



CMD - ONGARD 03/09/95 15:48:27
_OG6IWCM TNQUIRE WELL COMPLETIONS OGOMES -EMEJ

JAPI Well No : 30 25 9482 Eff Date : 02-04-1994 WC Status : A

Pagl Idn : 37240 LANGLIE MATTIX;7 RVRS-Q-GRAYBURG
7 ID Idn : 16696 OXY USA INC

- -0p Idn : 14953 MYERS LANGLIE MATTIX UNIT

Well No : 099

GL Elevation: 99999

U/L Sec Township Range North/South East/West Prop/Act(P/A)
B.H. Locn IS 36 23S 36E FTG 1980 F S FTG 660 F E A
Lot Identifier:
Dedicated Acre:
Lease Type : 8
Type of consolidation (Comm, Unit, Forced Pooling - C/U/F/O)

M0025:Enter PF keys to scroll
PF01 HELP PFO2 PFO3 EXIT PF04 GoTo PFOS PFO6
PFO07 PFO8 PF09 PF10 NEXT-WC PFl1l HISTORY PF12 NXTREC
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UNIT. ~STATES Lo

9 SGROVED

o soE ey sa240

) )
DEPARTMENT .. HE INTERIOR
BUREAU OF LANUD MANAGEMENT

[ s. LeﬁcDuumno-nMSuulNo
8910138170 - WMIYBS

SUNDRY NOTICES AND REPORTS ON WELLS
not use this form for proposats to drill or to deepen or reentry to a different reservoir

Use “APPLICATION FOR PERMIT—" for such proposals
7.

6. I lodan, Allotiee of Tribe Naax

I Uait oc CA, Agrecncat Desigaadon

yers Langlie Mattix Unit

SUBMIT IN TRIPLICATE
< of Well 14953
]\Vm Dw:n (4 oher Tn;cc;\--ow\ 8. Well Name and No.
une of Operator '33
OXY USA Inc. 16696 9. APt Well No.
ircas and Telephone No. 30-025- \\ooB
P.0. Box 50250 Midland, TX 79710 915-685-5717 10, Ficld ad Pool, oc Explorasocy Ares 37 240
<auon of Well (Foouge. Scc.. T.. K.. M., oc Survey Descripaioal nglie Mattix 7 Rvr Q-G
11. County oc Parish, Saue
Lea NM

Lo FAL (6o FWL NAWNW Sec S Tg%i- PRt

CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
D Nodce of Intent D Abandonment D Change of Plans
X Subsequent Report d Plugging Back (3 Now-Rowine Fracuring
D Casiag Repaic D Water Sht-Off
(3 Finat Abandonmen Nosee [ Atwring Casiag B coaversion t trjection
D Ocher D Disposc Water )
) (Nore Repon rrsuks of munipic completion on Well
Compictnn or Recompicrios Report and Log lorm .t
<acnix Propoted or Completed Oparnoons (Cleardy suse all peruncat denils, and give p:rn'ncxxdng. including cstunatea date of strting any proposed work. 1f well is direcgoaally dritled,

r ) bsucface locations and mossured and oue vadcal depehs (oc sl muarkers and zones pertinent o this work.)®

' >
See ofher side I8 &
- =T
T T T == ek
L APNTDTEN E [Ty . Fis
{ ACCEPTED FOR RECOT I
i | % 2L ~ re
3 y e s
] . NS -7
: : lu\JS . ir;
= [op]
s
s
hereby cort the is rus asd ocorTect ]
iimw_m_&mtrm Regulatory Analyst Dex /p/?/g:é
This space for Federnl oc State office usc)
Tide Datc

Approved by
Coadigoas of approval, if any:

L

IIU.SC Seocoon 1001, nuk:ulmformypmoam-mdyudvdlﬁﬂyumhmmydq:umorqmqonheUmwdSumu\y(ds: fictitious or fraudulent statements

Drescatanons as 10 any mance withia it jurisdicuoa.

:ﬁ//

*Sea Instruction on Reverse Slde



ATTACHMENT 3160-5

OXY USA INC.

MYERS LANGLIE MATTIX UNIT #133
SEC 5 T245 R37E

LEA COUNTY, NM

TD - 3680’ PBTD - 3643' PERFS - 3476-3623'

MIRU PU 12/8/94, NU BOP, RIH & TAG @ 3643’, CIRC HOLE. RIH W/ .
GR/CCL, PERF QUEEN W/ 1SPF @ 3476-3483, 3566-79, 86-3595’, TOTAL
32 HOLES. RIH & SET PKR @ 3411‘, TEST TO 1000#, HELD OK.
ACIDIZE W/ 3000 GAL 15% NEFE HCL ACID. RIH W/ GUIB G-6 PKR & 2-
3/8 TBG @ SET @ 3433‘. CIRC WELL W/ PKR FLUID, ND BOP, NUWH &
TEST TO 400# FOR 15 MIN, HELD OK, RDPU 12/13/94. SI W/O
INJECTION PERMIT. PUT WELL ON INJECTION 5/3/95 @ 231 BWPD @
9204.

JUL 13 1995

ULy HO8k.
- OFFTCE



m 3160-5

UNITED STATES
1 1990}

DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

]
SUNDRY NOTICES AND REPORTS ON WELLS

Jo not use this form for proposats to drili or to deepen or resntry to a different reservoir.
Use “APPLICATION FOR PERMIT—" for such proposals

f 80X 1980
1S, NEW MEXICO 88240

FORM APPROVED
Mgd_lumu No. 1004-0133
Expires: March 31, 1993

-

5. Lease Desigranca aad Serial No.

8910138170 -  wM7488
€. U Indua, Alloace o¢ Tribe Name

SUBMIT IN TRIPLICATE

1. 1f Unk or CA, Agreement Designanon

L fyers Langlie Mattix Unit
D% 0% Oose Injection %, Well Name and No.
Name of Operator 133
0XY USA Inc. 16696 9. APt Weil No.
Address and Telephone No. 30-025- 11008
P.0. Box 50250 79710

Midland, TX 915-685-5717

10. Ficld and Pool, or Exploratory Area

Locauoa of Well (Foouge. Sec.. T.. R.. M., or Survey Descripoon)

Langlie Mattix 7 Rvr Q-G

660 FNL 660 FWL NWNW Sec 5 T24S R3ITE

{1, County or Parish, Saie

Lea, NM
CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
Nouaeollum DA&M DChngeole
Recomplenca New Coastrucnon
D Subsequent Report D Plugpag Back Noa-Rouune Frscouriag
Casing Regair D Waeter Shut-OfY
D Find Abandoament Nooce D Ahering Casing Conavertion to Injectoa
Oxher Dupose Warer
(Moe: Repon resuits of Mullipie compiruos on Well

Compiciian of Recompicteca Repont 4ag Lag form )

). Descnite Proposed or Compicted Operauons (Clearly sate all perunent demuls, snd give porunent dates, inciuding estumated date of sarung any proposed work. If well 15 direcoonally dnlled,

give subsurface locsuons snd measared and true verocal depdis for all markers and zoaes peruneas @0 dus wock.)®

D - 3680° PBTD - 3640' Perfs - 3503'-3623"
€.
See other side ©
z o
(S
(_‘ .
14, | heretry cerufy o
Sigoad 1ae David Stewart - Reg. Analyst . 12/16/94
T Y spece for Federul or Suss olfice wsc)
Qeiz. Slpnnad by Slans Salameh
. . | 3 ¢ Peiroloum Enrinaor oue & /g / 9¢
Contivons of spproval, if any: sub;w%
Lika Approvel

TidcllU.S.C.Secuulml.maulmqﬂuwmsWyw-ﬂ!ﬂynnusunyw«lmdMUudSmuuywu.ncuuuuulnuukatmum
of Tepreseatadons &s (O any mancr widua s juriadiction.

*See instruction an Reveree Side

———

D

———



1.)

2.)

3.)

4.)

MIRU pulling unit. NU BOP. TIH w/ 4 7/8" RB on 2 7/8" tubing and tag
PBTD of 3640'. TOOH w/ RB, and tbg. -

RU Black Warrior WL and run GR/N log. Perforate Queen (3476'- 3595')
w/ premium shots 1 JSPF at the following depths: 3476' - 3483', 3566' -
3579', 3586' - 3595'. Total of 32 shots. Depth reference log PGAC Gamma
Ray / Neutron log dated January 27, 1962. (See attached strip loq)

RIH w/ treating pkr on 2 7/8" tubing and set € * 3420. Pressure test
csg to 500#. RU Charger, Acidize Queen Perfs (3476' - 3610') w/ 5000
gals 15% Ne Fe HCl containing 2% AS-66 and utilizing rock salt as
block. Flush w/ 2% KCl wtr. Swab back load.

TOOH w/ pkr and tbg. TIH w/ PC Guiberson G-6 pkr on 2 3/8" FG lined
tbg. Circ hole w/ pkr fluid, and set pkr € * 3420'. ND BOP, NU WH.
Pressure test annulus to 500# and cut 30 min chart for BLM.



‘orm 3160-5 UNITED STATES FORM APPROVED

June 1990) DEPARTMENT OF THE INTERIOR B o Mareh 31893
‘BUREAU OF LAND MANAGEMENT S. Lease Designation and Serial No.,
NM-7488

SUNDRY NOTICES AND REPORTS ON WELLS

Do not use this form for proposals to drill or to deepen or reentry to a different reservoir.
Use “APPLICATION FOR PERMIT—" for such proposals

6. If Indian, Allotiee or Tribe Name

7. If Unit or CA, Agreement Designation
SUBMIT IN TRIPLICATE
§. Type of Well
3,"‘“ ev':n [ oer ) 8. Well Name and No.

3. Name of Operator Myers "B" Federal No. 30

Doyle Hartman ' 9. APl Well No.
3. Address and Telephone No. : 30—025—25765

500 N. Main Street; Midland, TX 79701 10. Field and Pool, or Exploratory Area
3. Location of Well (Footage, Sec., T.. R.. M., or Survey Description) . Jalmat Gas'-

1650' FNL & 660' FWL, Section 5, T-24~S, R-37-E, NMPM 11 Couny or Parish, Stae

(Unit Letter E) Lea County, NM

2. CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISS!ONL TYPE OF ACTION
Dw:/— ’ @ Abandonment D Change of Plans
Recompletion New Construction
D Subsequent Report Plugging Back Non-Routine Fracturing
Casing Repair D Water Shut-Off
D Final Abandonment Notice Altering Casing Conversion to Injection

., Re-entry,

Oth D Dispose Water

{Note: Reportresults of multipie complesion on Well

Production test Iy TA Completion or Recompletion Rzpon and Log form.)

0 ibe Proposed or Completed Operations (Clearly state all pertinent deuils, and give pertinent dates, including estimated date of starting any proposed work. If well is directionally drilled,
give subsurface locations and measured and true ventical depths for all markers and zones pertinent to this work.)*

Between 11-4-96 and 12-19-96, well was re-entered and production tested from Jalmat perfs

3021'-3222' RKB. Details of work performed and results obtained are enclosed herewith on
pages 2 through 5.

]

e
13, | hereby scgiff that the foregding\is tru correct
. sum&;@@\/# rige__EDBINEET pae 4—28-97

(This space for Federal or State office use)

Approved by i Tide
~ditions of approval, if any:

Date

Title 18 U.S.C. Scction 1001, makes it a crime for any person knowingly and willfully to make to any deparument or agency of the United States any false, fictitious or fraudulent statemeats
Of feprescatations as to any matier within its jurisdiction.

*See Instruction on Reverse Side



Myers “B” Federal No. 3v
04/28/97 Sundry Notice
(Form 3160-5)

Page 2

Details of Re-entry and Production Test
(11-4-96 to 12-19-96)

Rigged up Lucky’s Well Service Unit No. 21 and ABC Rental Tool drilling equipment for
re-entry of Myers “B” Federal No. 30 Jalmat gas well (production history enclosed).
Commenced drilling on upper cement plug at 6:30 PM, 11-4-96. After drilling top cement
plug, pressure tested 5-1/2” casing, from surface to top of second plug at 1109’, to 1500
psi. Pressure held okay. Drilled remaining two cement plugs. Reached top of CIBP set at
3024’ at 10:30 PM, 11-6-96. Drilled up CIBP and proceeded to a new PBTD of 3388’
RKB.

Rigged up Halliburton and repaired shallow external-corrosion holes in 8-5/8” surface
casing by cementing down 8-5/8” x 5-1/2” casing annulus with 100 sx of a 20 1b/sx blend
of Premium cement. Circulated 27 sx of excess cement to pit.

Rigged up Capitan Corporation and logged well with GRN-CCL log. Set 5-1/2” CIBP at
3383’ RKB. Perforated Jalmat interval with 16 additional shots between 3021” and 3222’.
In three stages, acidized old and new perfs from 3021’ to 3222’ with a combined total of
5825 gal of 15% NEFE acid and 195 ball sealers. After acidizing perforations, set Baker
5-1/2” Model “C” packer at 600’ RKB. Pressure tested casing from 0’-600’ to 2500 psi.
Pressure held okay.

Ran into bele with 2-3/8” O.D., 4.7 Ib/ft, J-55, EUE tubing and landed tubing at 3300’
RKB. Utlizing American 80-119-64 pumping unit, placed well to pumping at 6:05 PM,
11-9-96 at 9x64x1-1/4. Between 11-9-96 and 11-22-96, recovered 1008.68 barrels of
water, including 205 barrels of load water.

On 11-22-96, pulled out of hole with rods and tubing. Ran into hole with Baker 5-1/2”
Model “C” packer. Set packer at a depth of 3252° RKB below perfs 3021°-3222’.
Pressure tested 5-1/2” O.D. casing from 3252°-3383” to 1440 psi. Pressure held okay.

Raised packer to 2993°. Pressure tested casing from 0°-2993’ to 1500 psi. Pressure held
okay. No leaks either above or below perfs 3021°-3222’. Pulled out of hole with packer.

Ran 2-37%8" O.D. tubing and landed tubing at 3296’ RKB. Circulated hole with air for 45
minut:.lrsed bottom of tubing to 2746 RKB. Ran John West bottom-hole pressure
bomb and"fformed 20 gradient stops from 0°-3370° (results enclosed).
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Page 3

Landed 2-3/8” O.D. tubing at 3333° RKB. Utilizing newly installed Lufkin C-228-213-
100 pumping unit for increased pumping capacity, at 12:30 PM, 11-23-96, placed well to
pumping at 9.6x100x1-1/2.

Between 11-23-96 and 12-19-96, unsuccessfully attempted to deplete out-of-zone water
produced from Jalmat dry-gas interval 3021°-3222°. Foy total test period of 11-9-96 to
12-19-96, recovered 3829.06 net barrels of out-of-zone water in 946.67 producing hours
from Jalmat perfs 3021°-3222" (daily water tabulation enclosed herewith on pages 4 and
5).

On 12-19-96, collected representative produced water sample for routine chemical
analysis (copy of analysis enclosed). Collected 5-gallon water sample for possible future
stable-isotope analysis. Pulled out of hole and laid down rods and tubing. Ran into hole
with Baker 5-1/2” Model “K-1” cement retainer. Set retainer at 3125’ RKB to isolate
Jalmat perfs 3021°-3091 from Jalmat perfs 3136’-3222’. GR curve 3174’-3190’ RKB,
from Schlumberger CNL-FDC-GR log run 12-77, is significantly less radioactive than GR
curve from Capitan GRN-CCL log run over same interval 11-96 (logs enclosed). Increase
in GR curve gamma-ray activity from 12-77 to 11-96 strongly suggests that water
migration has occurred through interval 3174’-3190’ RKB subsequent to 12-77. Well now
temporarily abandoned.



Myers "B" Federal No. 30

04/28/97 Sundry Notice
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Page 4
Daily Water Production
from 3021' - 3222’
11/9/96 to 12/19/96
Average Daily
Cumulative Water Hauling & Water
Test Pump Water Water Remaining Production Disposal Hauling
Time Perriod Time Production Production Load Rate Rate . Cost
Date csn (brs) %) (bbis) {bbls) {bbis) {bbisthr)  (bbis/day) (s/bbh) (s)
11/09/96 06:05 PM 0.00 0.00 0.00 205.00
11/10/96 07:45 AM 13.67 100 52.44 52.44 152.56 3.837 92.09 0.8769 4598
11/11/96 07:45 AM 24.00 100 89.91 142.35 62.65 3.746 83.91 0.8769 78.84
11/12/96 08:15 AM 24.50 100 108.22 250.57 4557 4.417 106.01 0.8769 94.89
11/13/96 08:30 AM 2425 100 99.06 34963 -144.63 4.085 98.04 0.8769 86.86
11/1496 08:00 AM 23.50 100 82.41 432.04 -227.04 3.507 84.16 0.8769 72.26
11/15/96 08:30 AM 24.50 100 80.75 512.79 -307.79 3.296 79.10 0.8769 70.81
11/16/96 08:15 AM 23.75 100 75.76 588.55 -383.55 3.190 76.56 0.8769 €6.43
11/17/96 07:30 AM 23.25 100 70.76 659.31 -454 31 3.043 73.04 0.8769 62.05
11/18/96 08:15 AM 2475 100 7227 731.58 -526.58 2.920 70.08 0.8769 63.37
11/19/96 08:15 AM 24.00 100 69.60 801.18 -596.18 2.900 69.60 0.8769 61.03
11/20/96 08:30 AM 2425 100 69.84 871.02 -666.02 2.880 69.12 0.8769 61.24
11/21/96 08:30 AM 24.00 100 69.93 940.95 -735.95 2914 69.93 0.8769 61.32
11/22/96 09:15 AM 24.75 100 67.43 1008.38 -803.38 2724 65.39 0.8769 59.13
11/23/96 (1) 12:30 PM 27.25 0 0.00 1008.38 -803.38 0.000 0.00 0.8769 0.00
11/24/96 08:15 AM 19.75 100 112.37 1120.75 -915.75 5.690 136.55 0.8769 98.53
~ 11/25/96 08:15 AM 24.00 100 209.79 1330.54 -1125.54 8.741 209.79 0.8769 183.96
1/26/96 08:30 AM 2425 100 17385 1504.39 -1299.39 7.169 172.06 0.8769 162.44
11/27/96 08:30 AM 24.00 100 152.34 1656.73 -1451.73 6.348 152.34 0.8769 133.58
11/28/96 08:45 AM 24.25 100 143.01 1799.74 -1594.74 5.897 141.54 0.8769 125.40
11/29/96 08:45 AM 24.00 100 134.86 1934.60 -1729.60 5618 134.86 0.8769 118.25
11/30/96 08:45 AM 24.00 100 128.05 2062.65 -1857.65 5.335 128.05 0.8769 112.28
12/01/96 08:30 AM 23.75 100 125.71 2188.36 -1983.36 5.293 127.03 0.8769 110.23
12/02/96 08:30 AM 24,00 100 123.60 2311.96 -2106.96 5.150 123.60 0.8769 108.38
12/03/96 08:30 AM 24.00 100 119.88 2431.84 -2226.84 4.995 119.88 0.8769 105.12
12/04/96 10:45 AM 26.25 100 113.76 2545.60 -2340.60 4.334 104.01 0.8769 99.75
12/05/96 03:00 PM 28.25 100 127.96 2673.56 -2468.56 4.530 108.71 0.8769 112.20
12/06/96 09:45 AM 18.75 100 94.07 2767.63 -2562.63 5.017 120.41 0.8769 82.49
12/07/96 08:00 AM 225 100 102.40 2870.03 -2665.03 4.602 110.45 0.8769 89.79
12/08/96 08:00 AM 24.00 100 104.90 2974.93 -2769.93 4.371 104.90 0.8769 91.98
12/09/96 07:30 AM 23.50 100 102.40 3077.33 -2872.33 4.357 104.58 0.8769 89.79
12/10/96 07:30 AM 24.00 100 102.48 3179.81 -2974.81 4270 102.48 0.8769 89.86
12/11/96 07:30 AM 24.00 100 101.56 3281.37 -3076.37 4232 101.56 0.8769 89.05
12/12/96 07:30 AM 24.00 100 97.40 3378.77 -3173.77 4.058 97.40 0.8769 85.41
12/13/96 07:30 AM 24.00 100 94.30 3473.07 -3268.07 3.929 94.30 0.8769 82.69
12/14/96 07:30 AM 24 .00 100 96.28 3569.35 -3364.35 4.012 96.28 0.8769 84.42
12/15/96 07:30 AM 24.00 100 94.90 3664.25 -3459.25 3.954 94.90 0.8769 83.21
12/16/96 07:30 AM 24.00 100 92.57 3756.82 -3551.82 3.857 92.57 0.8769 81.17
12/17/96 07:30 AM 24.00 100 93.24 3850.06 -3645.06 3.885 93.24 0.8769 81.76
12/18/96 07:30 AM 24,00 100 92.40 3942.46 -3737.46 3.850 92.40 0.8769 81.02
12/19/96 07:45 AM 24.25 100 91.60 4034.06 -3829.06 3.777 90.66 0.8769 80.32
Total/Avg 949.67 100 4,034.06 4,034.06 -3,829.06 4.248 101.95 0.8769 3,537.33

(1) Instafled {arger pumping unit to Increase water recovery rate.
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Water Hauling & Disposal Costs
11/14/96 thru 12/22/96
Reported Water Water Hauling &
Water Hauling Disposal Total Disposal
Hauled Cost Cost Cost Rate Service
Date (bbls) (%) )] 3 (S/bbl) Company
11/14/96 270 178.03 0.00 178.03 0.6594 XL Transportation
11/17/96 120 118.69 0.00 118.69 0.9891 XL Transportation
11/19/96 260 232.60 0.00 232.60 0.8946 Rapid Transport
11/22/96 360 359.96 0.00 359.96 0.9999 XL Transportation
11/25/96 380 359.96 0.00 359.96 0.9473 XL Transportation
11/27/96 240 239.97 0.00 239.97 0.9999 XL Transportation
11/29/96 240 209.97 0.00 209.97 0.8749 XL Transportation
12/01/96 240 239.97 0.00 239.97 0.9999 XL Transportation
12/05/96 360 359.96 0.00 359.96 0.9999 XL Transportation
12/09/96 360 269.97 0.00 269.97 0.7499 XL Transportation
12/12/96 240 204.53 0.00 204.53 0.8522 XL Transportation
12/15/96 240 204.53 0.00 204.53 0.8522 XL Transportation
12/18/96 360 350.62 92.27 442.89 1.2303 XL Transportation
12/22/96 130 116.30 0.00 116.30 0.8946 Rapid Transport
Total/Avg 3,800 3,445.06 92.27 3,537.33 0.9309

Note: Total amount of water produced as per daily drilling report was 4,034.06 bbls

(from 11/9/96 to 12/19/96) for an average combined water hauling and disposal

cost of $0.8769/bbl ($3,537.33/4,034.06 bbls = $0.8769/bbl).
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Comparison of Shutin Pre ‘re Gradlent' Tests ‘
Myers “B" Federal No. 30
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E-5-24S-37E
Lea County, NM
Jalmat Gas Pool

9arison of Shutin Pressure Gradient Te—*s
Myers "B" Federal No. 30

4/13/78 4/20/87 11/22/96
SIP sip SiP
Depth (psi) Depth (psi) Depth (psi)
0 7 0 107 0 4
1000 175 500 107 1500 4
2000 179 1000 109 2500 5
2500 182 1500 110 2750 5
3022 185 2000 111 2850 6
3122 186 2500 112 2900 6
2700 113 2950 6
2800 115 3000 10
2900 115 3050 31
3000 115 3100 52
3100 116 3150 74
3200 117 3175 85
3200 96
3225 107
3250 118
3275 129
3300 140
3325 151
3350 162
3370 171
3382 177



’

MARTIN WATER LABORATORIES, INC.

P.O. Box 1468 Phone 943323 or 563-1040 709 W. Indiana  Phone 683521
Monahans, Texas 79756 RESULT OF WATER ANALYSES Midland, Texas 79701
LABORATORY NO. 1296162
Don Mashburn . SAMPLE RECEIVED 12-20-96
0. Box 10426, Midland, TX 79702 RESUL TS REPORTED 12-23-96
API WATER ANALYSIS REPORT FORM
Company Sample No. Date Sampled
Doyle Hartman, 0il Operators
Field Legal Description County or Parish State
Jalmat Lea NM
Lease or Unit . Well Depth Formation Water, B/D
Myers "B Federal #30
Type of Water (Produced, Supply, ete.) Sampling Point Sampled By
Produced
DISSOLVED SOLIDS OTHER PROPERTIES
CATIONS mg, me/l pH 7.50
Sodium, Na (calc.) 21,471 933.5 Specific Gravity, 60/60 F. o _1.0533
Calcium, Ca 2,160 108.0 Resistivity (ohm-meters)_77_.]=‘. ML
Magnesium, Mg 3,402 280.0 Total Hardness, as CaCO4 19,400
Barium, Ba -
WATER PATTERNS — me/!
ANIONS
Chloride, Cl 43,673 1,231.7 STANDARD
3,692 76.8 20 10 0 i 2
g::f;:;;tio&(}« @ __ 0.0 X100 N UL LA Ly ?nll nnorrn Ct X1(
P -bonate, HCOs 73 13.0 X100  ColHHEHHHHTHHI KETHHTHH TN
- X100 MoHHHHHHHHHHHHKH HH%} HiHHH %-}H 30 X ]
x l Fe L1eaxdeier ket faastey N 0L RORRORANINLIINLL co3 X
LOGARITHMIC
Total Dissolved Solids (cale.)
75, 1%
Iron, Fe (total) 3.8 0.2
Sulfide, as H2S s, A Fo ittt AuntLLus Ll LU Lt e Y Coy
o o [o] - - () (o]

REMARKS & RECOMMENIMEHEINS: In comparing the above with the water recovered from this
well on 12-4-96 and megerted on laboratory #129639, we see some slight changes in the
levels of the salts; Bk the basic characteristics of the water have not changed. As
previously stated, ¥tes waters in the area vary somewhat in their characteristics,

but we suspect with msme confidence that this is likely Yates water; and the consistency
being experienced adil& eonfirmation to that probability.

fiyﬁ 2?7

e oA Waylan C. Martin, M.A.
6Ev 25 196 y l“

e~ DN - ole
) - e

FAX: Doyle Hartman, Rdilas
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Water Solubilities of Evaporite Minerals
(Pure Solutions)

Handbook of Chemistry and Physics

Physical Constants of Inorganic Compounds

Mineral

FeS
(Iron Sulfide)

CaCO,
(Calcite)

MgCO 3
(Magnesite)

CﬂMg(CO3)2
(Dolomite)

CaSQ,
(Anhydrite)

CaS0, 2H,0
(Gypsum)

Na$ 04
(Thenardite)

NaCl
(Halite/Salt)

KCl1
(Sylvite)

MgS OsH 20
(Kieserite)

MgS 0O,
(Magnesium Sulfate)

MgSO, TH,0
(Epsom Salt)

CaC12
(Calcium Chloride)

MgCl, 6H,0
(Bischofite)

Water

Temperature

°’C

18

25

75

25

18

30
100

100

100

100

20
100

100

100

20

40

100

Cold
Hot

°F

644

77
167

77

86
212

32
212

32
212

32
212

68
212

212

32
212

104

32
212

Water
Solubility
g/100 ml mg/L
0.00062 6.2
0.0014 14
0.0018 18
0.0106 106
0.0320 320
0.2090 2090
0.1619 1619
0.2410 2410
0.2220 2220
476 47,600
42.7 427,000
35.7 357,000
39.12 391,200
34,7 347,000
56.7 567,000
68.4 684,000
26 260,000
73.8 738,000
71 710,000
91 910,000
59.5 595,000
159 1,590,000
167 1,670,000
367 3,670,000

Precipitation
Tendency

Ranking

1

10

11

12

13

14
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1 STATE OF NEW MEXICO

o 2 ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
3 OIL CONSERVATION DIVISION
4 CASES@ 10063, 10064
. |
6 EXAMINER HEARING
;

8 1IN THE MATTER OF:

Application of OXY USA, Inc., for Statutory
Unitization, Lea County, New Mexico

Application of OXY USA, Inc., for a
Waterflood Project, Lea County, New Mexico

Application of OXY USA, Inc., for Pool

Contraction and Extension, Lea County, New Mexico

TRANSCRIPT OF PROCEEDINGS

19 BEFORE: MICHAEL E. STOGNER, EXAMINER

STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO

September 5, 1990

ORIGINAL

CUMBRE COURT REPORTING
(505) 984-2244

Exhibit CC
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78

Your plan then is to not inject into the

#12 injector in the, I gquess that's the southwest of

the northwest of 32

A.

Q.

Right.

That's the $#12 injector? You will not

convert that to injection until you've satisfied Mr.

Sexton that the two wells you've already identified

have been properly cemented?

A,
Q.
area of
A,

Q.

Right.
Other than those two within the half-mile

review, do you find any other problem well?

No.

Do you propose to institute waterflood

using some limitation of your surface injection

pressure?

A.

Right now we propose to start at an

injection pressure of 840 psi.

Q.
depth?
A.
Q.
A,
Q.
for the

A.

Will that convert to .2 psi per foot of

That's equivalent to .2 psi per foot, yeah.
What's that pressure again?

840 psi.

What is the source of the water to be used

waterflood?

There are three separate sources that we

CUMBRE COURT REPORTING
(505) 984-2244
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EXAMINATION
BY MR. STOVALL:

Q. Is there a provision in either the Unit
Agreement or the Unit Operating Agreement for carrying
of nonconsenting parties? 1I'll preface that by saying
that I didn't find one as I skimmed through it?

A. No, sir, there isn't. And the only
reference I would make to that would be that under the
Statutory Unitization Act in 70-7, provision (F) it
does say that in the event you have a nonconsenting
working interest party, that they could be subject to
cost, 100 percent plus 200 percent penalty. The
question never came up except one of Santa Fe
Exploration's working interest parties asked me would
he would be exposed to that, and I said I could not
answer that. There was a provision under the Act--

Q. Lef me interrupt you here, Mr. Dickenson.
I'm reading 70-7-7, "...and shall approve or prescribe
a plan for a Unit Agreement for unit operations which
shall include™--and I'll go to your paragraph (F)--"a
provision for carrying any working interest owner
unlimited during a net profits basis,"™ and further
down it provides, "carrying plus an amount not to

exceed 200 percent."

My interpretation of that statutory

CUMBRE COURT REPORTING
(505) 984-2244
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provision is that the Unit Agreement or Unit Operating
Agreement needs to have that provision for carrying
included in it. Would you been willing to amend the
Agreement?

MR. KELLAHIN: No, sir. Mr. Stovall, we've
made the conscious decision not to seek the nonconsent
provisions that apply in the statute and it's been
intentionally deleted from the operating agreement.

MR. STOVALL: So, in effect the
nonparticipating interest would be carried at no
penalty?

MR. KELLAHIN: That's right.

EXAMINER STOGNER: Any other questions of
this witness? 1If not, Mr. Dickenson-- |

THE WITNESS: 1If I might, in response to
Mr. Stovall--

MR. STOGNER: Mr. Kellahin?

MR. KELLAHIN: There's no question before
you, Mr. Dickenson.

EXAMINER STOGNER: Okay. Mr. Dickenson,
you may be excused..

MR. KELLAHIN: That concludes our
presentation, Mr. Examiner.

EXAMINER STOGNER: Mr. Padilla, do you have

a witness?

CUMBRE COURT REPORTING
(505) 984-2244
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MR. PADILLA: Can I take a short break? I
think I can reduce it to one. I do have one.

EXAMINER STOGNER: Let's take about a
ten-minute recess at this time.

(Thereupon, a recess was taken.)

EXAMINER STOGNER: The hearing will come to
order. Let's see, we wish to recall Mr. Dickenson at
this time. Mr. Stovall has a question.

CHARLES E. DICKENSON

the witness herein, after having been previously duly
sworn upon his oath, was examined and testified
further as follows:

EXAMINATION
BY MR. STOVALL:

Q. Mr. Dickenson, you testified as to the
overhead rates, and I'm particularly talking about the
producing well rate of $735 and I will state that
that's probably higher than the Division normally
grants.

However, you did make some statement, and
as I look on page 2 of the COPAS attached to the
operating agreement, did I understand you correctly to
say you are including, within that overhead charge,
rather than as a direct charge, items which under the

COPAS are normally provided for as a direct charge?

CUMBRE COURT REPORTING
(505) 984-2244
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