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PLEASE REPLY TO SANTA FE

** NEW MEXICO BOARD OF SPECIALIZATION RECOGNIZED SPECIALIST IN REAL ESTATE LAW

October 11, 2002

By Hand Deliveg
Ms. Florene Davidson

New Mexico Oil Conservation Commission
1220 South St. Francis Drive
Santa Fe, New Mexico 87505

Re:  Case No. 12622 (De Novo): Application of Nearburg Exploration Company, L.L.C.

for Two Non-Standard Gas Spacing and Proration Units, Lea County, New Mexico

Case No. 12908-A (Nomenclature): In the Matter of the Hearing Called by the Oil
Conservation Division for an Order Creating, Re-designating and Extending the
Vertical and Horizontal Limits of Certain Pools in Lea County, New Mexico

Dear Ms. Davidson:

In accordance with Division Rule 1208.A, enclosed are three sets of the exhibits filed on
behalf of Raptor Natural Pipeline LLC. A copy of Raptor’s original Pre-Hearing Statement dated
September 4, 2002 has been inserted in the front pocket-part of each of the exhibit notebooks.

Two of the exhibit sets are for Ms. Wrotenbery and Mr. Ross and one is for the
Commission’s file. I will have separate sets hand-delivered to Ms. Bailey, Mr. Kellahin and Mr. Carr
today and will send another set to Dr. Lee via Federal Express.



Florene Davidson
October 11, 2002
Page two

JSH/ao
Enclosure(s) — as stated

Cc:  Commissioner Lori Wrotenbery
Commissioner Jami Bailey
Commissioner Robert Lee
Stephen Ross, Esq.

W. Thomas Kellshin, Esq.
Wm. F. Carr, Esq.

7849/26841

Very truly yours,
MILLER, STRATVERT & TORGERSON, P.A.

7.} coin R0

J. Scott Hall



10.

11.

12.

13.

14.

15.

Grama Ridge-Morrow Unit Oil and Gas Lease Map & Surface Ownership Map

NMOCC Order No. R-2792

State Unit Agreement

A. Original Unit Agreement

B. 1* Amendment

C. 2" Amendment

Federal Unit Agreement with amendment
NMOCC Order R-4473

NMOCC Order R-4491

NMOCC Order R-5782

C-101 and C-102 forms

Tract Book Index Page

NMSA 1978 § 19-10-31

Land Commissioners Approval of 2" Amendment

Plan of Operations

NMOCD Order R-11611 (Special Project Rules Order)

Wellbore schematics

NMOCD Order R-11768
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EXHIBIT "C"

GRAMA RIDGE MORROW UNIT
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE EEARING (JE//
CALLED BY THE OIL CONSERVATION

COMMISSION OF NEW MEXICO FOR

THE PURPQOSE OF CONSIDERING:

CASE No, 3128
Order No. R-2792

APPLICATION OF SHELL OIL COMPANY
FOR APPROVAL OF THE GRAMA RIDGE

UNIT AGREEMENT, LEA COUNTY, NEW

MEXICO,

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o’clock a.m. on October
13, 1964, at Santa Fe, New Mexico, before Examiner Elvis A, Utz.

NOW, on this_21st day of October, 1964, the Commission, a
quorum being present, having considered the testimony, the reccrd,
and the recommendations of the Examiner, and being fully advised
in the premises, :

FINDS;
(1} That due pukliz nstiz: having been given as regquired by
law, the Commission has jurisdiciion of this cause and the subject

matter thereof.

{2} That the applicant, Shell Oil Company, seeks approval
of the Grama Ridge Unit Agreement covering 3051.92 acres, more or
less, of State and Federal lands described as follows:

LEA COUNTY, NEW MEXICO
TOWNSEIP 21 SQUTH, RANGE 34 EAST, XNMPM
Section 34: All

TOWNSHIP 22 SOUTH, RANGE 34 EAST, NMPM
Section 3: N/2

Section = AL
Section 5: SE/4
Secticn 8: All
Section %: AL

) -“d E RN »“.,\.ga,.s-~,—\—, -~ aor-y-c'la;.., =

3) That approval of the proposed unit agreement should

a2 mammermen i om EN
TZT2T n - = T slTu - OL
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= - ~ = = =
primos s z

+ ' - - -
rights within the unit area.
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CASE No. 3128
Order No, R-2792

IT IS THEREFORE ORDERED:

(1) That the Grama Ridge Unit Agreement is hereby approved,

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

{3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement
within 30 days after the effective date therecf; that in the event
of subsequent joinder by any party or expansion or contraction of
the unit area, the unit operator shall file with the Commission
within 30 daysvthereafter counterparts of the unit agreement
-reflecting the subscription of those interests having Jjoined or
ratified.

(4) That this order shall become =ffasctive upcn the zappreval
cf said unit agreement by the Commissioner of Public Lands for the
tate of New Mexicc 2nd the Zirscicr of the United States Geologi

cal Survey; that this order shall terminate ipsc factc upcn the
termination of said unit agresement; and that the last unit opera-
tor shall notify the Commission immediately in writing of such

termination.

S ie]
t

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

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

STATE CF NEW MEXICC
LOIL CONSERVATION COMMISSION

Jadl

\
CK M.'éAMPBEL , Chairman

'S. WALKER, Member

S EAL N

>

A. L. PORTER, Jr., Member & Secretary
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UNIT AGREEMENT <
FOR THE OPERATION OF THE Gfé
GRAMA RIDGE MORROW UNIT AREA >
© LEA COUNTY, NEW MEYICO -

. THIS AGREEMENT entered into as of the 25th day of April,
1973 by and between the parties subscribing, ratifying or consenting
hereto, and herein referred to as the "parties hereto™.

WITNESSETH:

WHEREAS, the parties hereto are the owners cof working, royalty

or other oil or gas interests in the unit area subject to this agree-
3 g

ment; and

WHEREAS, the Comﬁissioner of Public Lands of the State of

New Mexico (hereinafter referred to as "Commissioner") is authorized

by law to consent to and approve the operation of state lands under

agreements made by lessees of state lands jointly or severally with
other lessees where such agreements provide for the unit operation

of part of or all of any oil or gas pool, field or area (Section

7-11-39, 7-11-40 N.M.S.A. 1353 Ccmp.); and

WHEREAS, the Commissioner of Public Lands of the State of

ple enc I o 2peITvAaL T 23Zee,
27.12nCEe I ~2ZE22 3 2H2TUTLIS IIOFLIIS :IT22MEnI I ZTnh2IIWlse 2.3

2.1 znd gas izase =mbraciag :

term of saild lease may coincide with the term of such agreement fox

the unit operation of part or all of any 2il or gas pocl, fieid or
area (Section 7-11-41 N.M.S.A. 1353 Comp.); and

WHEREAS, the 0il Conserwation Z“ommizsicn o

2 =ha Stakz2 27 New

Mexicz {hereinafter referred %Zao as "Commission™) is authaorized by

LawW 1T apTrove this zgraement and tle Ionser/aTisn Irovisions ther=of

“hap. 33. 7ei. 2

Az L. 3 23zt 2 ON.ML: AL 1337 Zzme. D oand
EIFIAS . ToE OZATTTIES 2= siifIizl:ii LnfatesT Ln TAs
Grama Ridge Mcrrow Unit Ares covering Tha linds lerainafs==r described




to give reasonably effective ccﬁtrcl cf cperations therein; and
WHEREAS, it is the purvose of the parties hereto to conserve
natural resources, prevent waste, store gas and secure other benefits
obtainable through development and operation of the area subject to
this agreement under the terms and conditions and limitations herein
set forth. |
NCW, THER#FORE, in consideration of the premises and the bro-

mises herein contained, the parties hereto commit to this agreement

their respective interests in the below defined unit area, and agree

severally among themselves as follows:

1. OUNIT AREA: The following described land is hereby desig-
nated and recognized as constituting the unit area:

Township 21 South, Range 34 East, N.M.P.M,

Section 34 - All

Township 22 South, Range 34 East, N.M.P.M.

Secticn 3 -~ All
containing 1287.16 acres, more or less.

Exhibit "A" attached hereto is a map showing the unit area

(W]
3]
o))
!
+
[
8
:
[0
o]
H
Y]
[
0
"
y
o ¥
¥
fu
o
o]
It}
‘A
it
~
V]
th

trz2ct3s and laases 1n said ares o

[}
5

{
o
I
;\
(t
w
3
"
0
0
€
o }

attached her=t:o

is 2 schedula showing tc =he extent known to the unit overator the

acreage, percentage and kind of ownership of oil and gas interests

in all lands in the unit area. However, nothing herein or in said

schedule or map shall be construed as a representation by any varty

Nerets as Iz the swnexrshiz 27 zanv intaresw cther “han such intarash

or interests as are shown zn said map cr schedule as swned by such

party. Exhibits "A" and 3" shall be revised by zhe unit ogperatcr

whenever changes in cwnershiz in =he uniz ar=a

rander such revisicns
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2. UNITIZED SUBSTANCES: - ©0il, gas, natural gasoline

and associated f£fluid hvdrocarbons in the unitized formation as

hereinafter defined are unitized under the terms of this agreement
D

and herein are called unitized substances.

. "That subsurface portion of the.unit
area commonly knowh as the!!arrowsands which is the same zone as

th top and bottom of which were encountersd at log depths of 12,722
feet and 13,208 fea

. the Shell 0il Ccmpany stat gk
as shown on the Schlumberger Sonic Log

11 No. 1 -
-~ Gamma Ray Log of said well

dated July 5, 1965, which said well is located 1980 feet from the .

North line and 660 feet from the west line of Section 3, Township
22 South, Range 34 East, is unitized under this agreement and is
~hereinafter referred to as the "unitized formation”.

4. UNIT OPERATOR:

Llano, Inc. with offices at Hobbs, New
Mexico (P.O. Drawer 1320) is hereby designated as unit operator and
by signature heréto commits to this agreement all interest in unitized
substances vested in it as set forth on Exhibit "B" and agrees and
consants to accept the duties and obligations of unit operator for

the <oeration £ the Grama Ridge HorTow Unit Ar=a. Whenever raference
< 1

13 mads Se=ain =4 TRE tmie ampwa—aw

2niz zsperatsy, such rafa2xance means the anli:s
sperator acting in that capacity and not as zn cwner of interests
in unitized substances, and the term "working in when
used herein shall include or refer to unit operator as the owner cf

a working interest when such interest is owned by it.

S. RESIGNATION COR REMOVAL OF UNIT OPERATOR: Unit cperator

shall zave the right to resign at any time, but such resignaticn shall

act zeccme a2ffactive until

a successor uni: operator has been selected

IZ2 =4 pagcpuseps

izom any iiakility or any defaulf v it hersunder occurring prior to

Lzs rasignazicn.
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Unit operator may, upon default or failure in the performance

of its duties or cbligations hereunder, be subject to removal by

the same percentage vote of the owners of working interests deter-
mined in like manner as herein provided for the selection of a new

unit operator. Such removal shall be effective upon notice thereof

to the Commissioner.

The resignation or removal of the unit operator under this
agreement shall not termiﬁateAhis right, title or interest as the
owner of a working interest or other interest in unitized substances,
but upon the resignation or removal of unit operator becoming effective,
such unit 6perator shall deliver possession of 211 eguipment, maéerials
and appurtenances used in conducting the unit operations and owned
by\the working interest owners to the new duly gualified successor
‘unit operator, or to the cwners thereof if no such new unit operator
is elected, to be used for ﬁhe purposa of conducting unit operations

hersunder. WNothing herein shall be comstrued as authorizing removal

of any material, equipment and appurtenances needed for the presexr-

vation of any wells.

6. SUCCESSOR UNIT QPE

5

\TOR: Whenever ths uanit operator

shall rasign as unlt operater or shall e rzmoved as herainakbove

, the owners of the werking iniarests according to their
asgective acreage interests in all unitized land shall by a majority
vote salect a successor unit operator; provided that, if a majority

but less than seventy-five percent (75%) of the working interests

gualified to vote is cowned by cne party to this agreement, a concurring

[T}

7Cctz2 2f suIfliciasnt 3fditicznal Tr=i=22, 32 332 Iz CZonscTlZuta 1la tae

aggragate not lass than seventy-five sercent (75%) of the total

Wworking interests, shall be reguirad to select a new operator. Such
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unit operator, and (b) the selecticn Shal; have been approved by
the‘Commissioneri If no successor unit operator is selected and
qualified as herein provided, the Commissioner at his eleection may
declare this unit agreement terminated.-

7. ACCOUNTING PRDVISIbNé:

The unit operator shall pay all

costs and expenses incurred in conducting unit cperations hereunder.

In the event the ownership of the unitized formation should hereafter

be divided or owned in whole or in part by parties other than unit

operator, from and after such time unit operator shall pay in the

first instance all costs and expenses incurred in conducting unit.

operations hereunder, and such costs and expenses and the working

interest henefits accruing hereunder shall be apportioned among the

owners of the unitized working interests in accordance with an

operating agreement entered into by and between the unit operator

and the owners of such interests, whether one or more, separately

or collectively.

et ettt

Any agreement or agreements entered into between
the working interest owners and the unit operator as provided in

this section, whether one ar more, are herein rsferred to as the

o -

‘Cperating Agreement". No such agrzement shall te desemed =ither

"
¢}

mcdiv znv £ zhe zerms 2ai1d cendizions cof this

=hZs iz azgrzement oF

[$}

o

relisve the unit operator of anv right of cbligaticn established

under this unit agreement and in case of anv inconsistencies or

conflict between this unit agreement and the operating agreement,

this unit agreement shall prevail.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as

ocherwise specifically provided herein, the exclusive right, privi-

lege and duty of exercising any and all rights of the

-~ v

which ars necessary or conveniant for poroducing, storing, allcocating

iizzrizuzing zhe unizizad subszances ars heracyv felagacad o




Acceptable evidence of title to said rights shall be depcsited with
said unit operator and, together with this agreement, shall consti-
tute and define the right:s, privileges and obligations of unit cperator.

Nothing herein, however, shall be construed to transfer title to any

land or to any lease or cperating agreement, it being understocod

that under this agreement the unit operator, in its capacity as unit

P s

operator, shall exercise the rights of possession and use vested in

the parties hereto only for the éurnoses hexein specified.

9. PURPOSE OF UNIT AND PLAN OF OPERATION: It is recognized

and agreed by the parties hereto that the unitized formation as to
all of the lands subject to this agreement is reascnably proven to

be productive of unitized substances or necassary for unit operations

-and that the object and purpose of this agreement is to formulate

and put inte effect a secondary recovery and gas storage project

—
in order to effect the greatest economic recovery of unitized sub-

stances, prevent waste and conserve natural resources consistent with

good engineering practices expected of a prudent operator. The
.

parties heratc agree that the unit operator mav, subject to the

apgzoval of a plan of creraticn bhe

the Commissicner, inject gas

L

h"’\
zcrocduced Irom lands other than the uni* arsi intz zhe unitized forma-
A S -

zicon through the Shell Cil Company Stats GRA Well No. 1 located in

the SW4NWx Section 3, Township 22 South, Range 34 East and the Shell

tat2 GRB Well No. 1 located in the NW%SW% Section 34, Township 21

Scuth, Range 34 East for secondary recovery and storage purposes.

iz cperatsry shall furnish the Commizsicner Setwe

el =Sy = - PRSRRpC

twentieth of each month, reports showing the amount of gas pro@uced
a2nd injectsd into the unitized formation for the preceding month.

A plan cf cperation shall be filsd with the Commissioner
rantly wizta che Ziling of chils unit agrzemenc Zor Ifinal approval.

Said plan of cperation and 2all rsvisicns thereof shall Ze as complets
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and adequate as the Commissioner may determine toc be necessary in

connection with operations hereunder. Upon approval of this agree-—

ment and the aforementioned plan of operation by the Commissioner,

said plan and all subsequently approved -plans shall constitnte the
operating cbligations of the unit operator under this agreement for

the pericd specified in the plan. Thereafter, from time to time

before the expiraﬁion of:any existing plan, the unit operator shall
submit for approval a plan for an additional specified perxicd of
operation. Reasonable diligence shall be exercised in complying
with the obligations of the approved plan of cperation. The unit
operator shall furnish to the Commissicner, within 30 days from the
exgiration of each 6 month pericd, a report giving full factural in-
formation as to the manner in which the plan in effect for such
Vperiod has been carried out.

If the unit operator should fail to comply with any approved
plan of operation or supplement to or modification therecf, this

agreement may be tarminatsd by the Commissioner; provided, however,

the Commissioner shall give notice to the uni+t overator and the lessees

of rscord in the manner osrescribedéd bv Sechticn T-11-114 ¥N.M.3.A. 1932

O

- 5 -~ = M ~= 211 31 ; B E
LOAT2ANTI2N T Z3nc=2. sgcduse T anvy =2 2ced Tr23cn CI
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£ operaticn and anv Zecisicn sntarad therain shall
appeal in the manner prescribed by Section 7-11-17 N.M.S.
provided further in any event unit operator shall be given a reason-—
able opportunity after a final determination withinwhich to remeéy
said default, failing in which this agreement shall he terminated.

1J. TRACT PARTICIPATION: Exhibi

o

*B" attached hereto shows

the percentage cof varticipation of eack of the tracts embraced Ry

leasshcld intarests which ars committed to this agreement. These

acrss centained in each Zract bv the total number of acres contained
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The unitized substénces produced from the unit area shall .
be allocated to the respective tracts as hereinafter set forth in
accordance with said percentages of participation énd such unitized
substances shall be deemad to have‘been'produced from the respective
tracts to which allocated.

11. ALLOCATION OF PRODUCTION:

A. PHASE I: It is recognized that there is still some

primary gas and liguid hydrocarbons left in the unitized formation
underlying the unit grea which would atherwise be producad in‘the
normal prcducing‘life‘of the existing wells before they reach their
economic iimit upon which the state would be entitled to royalty.

It is contemplated that gas produced from lands outside the unit

area will be injected into the unitized formation for a considerable

‘length of time before any appreciable amounts of gas are withdrawn.

The primary production which would normally have been produced from
May 1, 1975 to its economic limit has been detsrmined by B.H.P/Z method
based upcn prior production, and Exhibit "C* attached hereto shcws the

royalty gas to which the state is entitled. In order that the State

of New Mexico will continue :tc reaceive roval:zias on the same rasis

as 1f the 2xisting wells 2ad continused azcrmal srsducticn zntil they

rzeached their aconomic limizs, the amcunt oF

sas shcwn Zor the respec-

tive months on Exhibit "C" shall be allocatad to the tracts in accord-

ance with the percentages set forth on Exhibit "B® and unit operator

shall pay to the state royalties on the gas allccated to the respective

tracts on the basis provided in the leases covering said tracts exactly

zhe

ui

ame 23 1 the 3as had actually besn produced therefrom. Such

payments based upcn the gas ISor sach of the mcnths shown on Exhibit
“C" shall be considered as full

orimarv zas caserves. The



B. PHASE II: It is contemplated that after the unitized

formation has been reasonably repressured by the injection of gas
produced from lands outside the unit area, there will be withdrawals

frem time to time. Unit operator shall install and at all times

operate and maintain meterihg equipment and other facilities approved
by the Cammissiocner so that an accurate cumulative account can be
kept of the quantity of gas gaslgs well as the total number of British
Thermal Units in the gas injected into the unitized formation through
the existing wells. Operator shall also keep an accurate cumunlative
account of the total number of British Thermal Units in all gas with-
drawn from the unitized formation.
‘ Operator shall alsc install, operate and maintain at
‘éll times éhe neceséary separation equipment to separate the gas
from the liguid hydrocarbons producea in connection with the with-
drawal of gas from the respective wells, as well as all other related
equipment which may be required to transfer all liguids so separated.
Operator shall cause monthly analyses by chromatograph
acceptakls methed &f all the gas injectad inte or
in crder z zzmouta th2 net changs in
ish Thermal Unit content.
Operator shall pay royalties tc the state at the rates

provided in the respective leases cn all liguid hydrocarbons which

are separated from the gas withdrawn and allocated to the respective

tracts in accordance with the percentages cf participation set forth

[0

[ " .. it
on Ixhiziz "3 ragardla

che time said 3as is withdrawn. In
additiocn, should the total cumulative British Thermal Units in the

gas withdrawn exceed the total Brxitish Thermal Unizs in the gas



1/2¢ per thousand cubic fee

— B 6 S —

injected plus the pre-determined numbér of British Thermal Units in
the remaining primary gas reserves and for which the state has been
or will be paid during Phase I, then oparator shall pay royalties on
said increase in British Thermal Units at the prevailing market‘price
in Lea County, New Mexico as set by the Federal Power Commission for

gas of like quality. Payment for British Thermal Unit enrichment

as set forth herein shall be made on a monthly basis as the result

of the chromatogréph analyses.

In addition to tha rental and rovalty provided in the leases

cavering the respective tracts beginning with the first of the mornth

foliowing the end of Phase I as shown on Exhibit "C" unit operater

shall pay an annual storage fee or rental of $1.00 per acre plus

cf gas withdrawn from the reservoir,

which shall be allocated to the respective leasehold interasts on

the basis of the percentage of participation set forth on Exhibit "B".

Said storage fee or additional rental of $1.Q0 per acre shall be paid
during the month of February of each year and the 1/2¢ per thousand
cubic feet for gas withdrawn shall be based on the monthly withdrawls,

B ; : e made in tha menth following the month in wh

ich wizh-

ATIWA .S 3AT2 naca.

as and when prcduced, except for the payments to be made to the state
in accordance with Phase I, may be withdrawn from the unitized forma-~

tion from time %tz “ime rsvalty Iree except as zo anv enhancement i

- e 7

value through an increase in Brifish Thermal Units. Notwithstanding

ke akcve, rovality shall ke paid on all liguid hydrocarbons separated

f{rom gas withdrawn.

12, LEASES AND -IONTRACTIS CONFCRMET AND EXTENDED. The terms,

conditions and preovigions of all leasses, subleases, operating agree-
R il

ments ané sther comizacss.relazing :%o the. sxploraticn, drilling,
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development or operation for oil or. gas of the lands committed to

e

this agreement shall, as of the effactive date hersof, be and the

same are

hereby expressiy modified and amended insofar as they apply

to lands within the unitized area to the extent necessary to make
the same conform to the provisions hereof and so that the respective
terms of

said leases and agreements will be extended insofar as neces-

sary to coincide with the term of this agreement and the approval of

this agreement by the Commissioner and the respective lessees shall
be effective to conform the provisions and extend the term of each

such lease as to lands within the unitized area to the provisions
and term of this égreement: but otherwise to remain in full force and
effect. Each lease committed to this agreement, insofar as it applies

to lands within the unitized area, shall continue in force beyond
the term provided therein so long as this aqreement'remains in effect.
Termination of this agreement shall not affect any lease which pur-

suant to the terms thereof or any applicable laws would continua in

full force and effect thereafter. The conitinued operation or pro-

duction of a well or wells for unitized substances on the unit area

Q
a1
1
Q
et
i1

as storage surzoses shall

- 3 3 s o~ - .
cntinued cperaticn or sraducticn on 2ach

zhis agraement znd oceraticns or production cr gas storage

pursuant to this agreement shall be desmed to be operations upon and

oroducticn from each leasehold interest committed hereto and there

shall be no obligation on the part of the unit operator or any of the

owners of the respective leasehold interests committed hereto to drill

2ffsaz3 <2 wells a2z =

I2owegn zne

leasehold interests committed to this

agreement.
vy lzase embracing lands of the

5. PN P
TCmm TT2S er=TC e
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commencing as of the effective date hereof. Notwithstanding any

of the provisions of this agreement tc the cocntrary, any lease
embracing lands of the State of New Mexico having only a portien of'
its lands committed hareto. shall continue in full force and effect
beyond the term provided therein as to all lands embraced’in such
leasa if oil and gas, or either of them, are éapable of being pro-
duced from or gas is being stored within some part of the unmitized
formation covered by thé leases committed to this agreement at the
expiration of fhe secondary term-thereof.

13. CONSERVATION: Operations hereunder and production of
unitized substances shall be conducted to provide for the most h
economical and efficient recovery and storage of said substances
without. waste, as defined by or pursuant to state laws or regulations.

14. DRAINAGE: In the event a well or wells producing oil

or gas in paying quantities should be brought in on land adjacent
to the unit area draining unitized substances from the lands embraced
therein, unit operator shall drill such offset well or wells as a

reasonably prudent operator would drill under the same or similar

circumstances.

15. COVENANTS RUN WITHE LAND:

The <cwenants asrein shall

ze zcnstrued fa be covenants running with the land with respect to

the interests of the parties herstc and their successors in interest

until this agreement terminates, and any grant, transfer or con-
veyance of interest in land or leases subject hereto shall be and

hereby is conditioned upon the assumption of all privileges and

cblizaticns hersunder v the grantze, =ransiarze or other sSuCCeSSOT

in interest. WNo assignment or transfer of any working, royalty or

octher interest subject hereto shall be binding upen uniit cperatcox
until the first day of the calendar month zfi2r %he unit cperator
15 fiznlshed with the zsriginal, phetestatic or certified copy of

the instrument < LZransfar.
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16. EFFECTIVE DATE AND. TERM: This agreement shall become

effective as of April 25, 1973 upon approval by the Commissioner and
shall remain in effect so long as unitized substances are being pro-

duced from or stored within the unitized formation. This agreement

may be terminated at any time by not less than seventy-five per cent

(75%) on an acreage basis of the owners of working interests sigma-

tory hereto with the approval of the Commissioner:

17. BRATE. OF PROCUCTION:. All production and the disposal

thereof shall be in conformity with allocations, allotments and
quotas made or fixed by the Commission and in conformity with all'
applicable laws and lawful regulatioms.

18. APPEARANCES: Unit operator shall, after notice to other

parties affected, have the right to appear for and on behalf of any
‘and all interests affected hereby before the Commissioner of Pubiic
Lands and the New Mexicc Oil Conservation Commissicn, and to appeal
from orders issued under the regulations of the Commissioner or Com-
mission or to apply for relief from any of said regulations or in
any proceedings on its own behalf relative toc operations pending

the Commissicner or Commissicn; provided, howewer, that any
other interestad party shall alsc have the right 2% alsz own axpense
participate in any such proceeding.

19. NOTICES: All notices, demands or statements requireéd
hersunder to be given or rendered to the parties hereto shall be
deemed fully given if given in writing and sent by postpaid certified
mail, addressed to such pérty or parties at their respectiwve addresses
T2 I1n connection with the signatures here%o or to the ratifi-
cation or consent herscf or to such other address as any such part

may have furnished ia writing to party sending the notice, Zemand

20. UNAVOIDABLE DELAY: All obligaticns under this agraement

cpexr=2uTsr =2 procduce uniiized subscances from or
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16. EFFECTIVE DATE AND TERM: This agresement shall become

effective as of April 25, 1973 upon approval by the Commissioner and
shall remain in effect so long as unitized suyhstances are being pro-

duced from or stored within the unitized formation. This agreement

may be terminated at any time by not less than seventy-five per cent
(75%) on an acreage basis of the owners of working interests signa-
tory hersto with the appioval of the Commissioner.

17.

RATE QP PRODUCTION:  All production and the disposal
thereof shall be in conformity with allocations, allotments and

quotas made or fixed by the Commission and in conformity with all

applicable laws and lawful regulations.

18. APPEARANCES: Unit operator shall, after notice to other

parties affected, have the right to appear for and con behalf of any

and all interests affected hereby before the Commissioner of Public

Lands and the New Mexico 0il Conservation Commissicn, and to appeal

from orders issued under the requlations of the Commissioner or Com-

mission or to apply for relief from aﬁy of said regulations or in

any proceedings on its own behalf relative to cperations pending

pbefcrz the Commissicner or Commission; provided, however, that any
y ~1 alsc have the right at his own expense
in any such croceeding.

19. NOTICES: 2ll notices, demands or statements regquired

hersunder to be given or rendered to the parties hereto shall be

deemed fully given if given in writing and sent by postpaid certified

mail, addressed to such vartv or cartias at :iheir raspective addresses

set forth in connecticn with the signatures hereto or to the ratifi-

cation or consent hereof or £o such other address as any such party
may have furnished in writing tz zarty sending the notice, demand

I ITatament.

20. UNAVOIDABLE DELAY: All cbligaticns under this agreement

teguiring the anit cperator o sroducs uniiized substances Ircm Or

-13~
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store gas within the unitized formation covered by this agreement
shall be suspended while, but only so long as, the unit operator,

despite the exercise of due care and diligence, is prevented from

complying with such obligations, in whole or in part, by strikes,

wax, acts of God, federal, state or municipal law or agancies, un-

avoidable accidents, uncontrollable delays in transportation, inability
to cbtz2in necessary materials in open market, or other matters beyond
the reasonable control of the unit operator, whether similar to matters

herein enumerated or not.

21. LOSS OF TITLE: In the event title to any tract of unitized

land or substantial interest therein shall fail and the true owner
cannot be induced to join the unit agreement so that such tract is not

committed to this agrzement or the operation thereof hereunder becomes

‘impracticable as a result thereof, such tract may bz eliminated f£rom

the unitized area, and the interest of the parties readjusted as a
result of such tract being eliminated from the unitized area. In the
event of a dispute as to the title to any royalty, working or other

interast subject hereto, the unit coperator may withhold payment or

daliverv o the allocatad porticn <

Y £ the unitized substances invclved
Zn acccuni therzof wiihout liakiliiy Zor iazsrsst antil the dispute

1 -

Inally settlad, provided that ac payvment of funds due the State of

New Mexico shall be withheld. Unit operator as such is relieved from

any responsibility for any defect or failure of any title hereunder.

22. RE-NEGOTIATION OF STORAGE OR RENTAL FEE: The gas storage

fee paid on gas withdrawn under Section 11B shall be valid for a3 pericd

...... 12 J=2a Izom the affective date of this agreement. During

the final year of the first three (3) year pericd that this agreement

is in force the fee set out in Secticn 118 shall be re—negotiated

bawwesn the sar+tias hersts  aach zuch r2—negotizzad 3%2 22 e ia aflact

fcr the succeeding Iive (3) year period. If zne parties herzto ars

unabla ©o agrze Lo ra2-negotiated new fses sixsy [30) days pricr to the
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expiration of the first three (3} year pericd and at least sixty
(60) days prior to the first day of any such succeeding five (5)
vear period, payment of the fees on the basis of prior rates'shall
continue and this agreement shall terminate upon expiration of not
more than two (2) years from said first Aay (during which time the
parties hereto may remove the metered and injectaed gas not previously
withdrawn ané equipment and facilities installed under this agreement)
urless during such two (f) year pericd the parties'heretc agree upon
a2 re—nsgotiated rate to be effective retroactively to said first day.
Any gas or facilities not then removed by the terminaticn date shall
become the .property of the State of New Mexico if it so elects.

23. HOLD HARMLESS CLAUSE:

Notwithstanding any of the pro-
visions contained herein, unit operator shall sawve, hold and protect
the Commissioner ofAPublic Lands and the State of New Mexico harmless
from all claims and liabilities of whatsoever kind, naturs or descrip-

tion arising from or growing out of operations carried on by unit

operator pursuant to this agreement.

24. COUNTERPARTS: This agreement may be executed in any

numper of counterparts, no one of which needs to be sxecuted by all

partias, cr may be ratified or consentsd oo by se

o]

arat= iastrument

in wrizing specifically rafarring hersto, and

shall be zinding upcn

all thcse parties who have axecuted such a countexpart, ratification

or consent hereto with the same force and effect as if all such parties

had signed the same document and regardless of whether or not it is

executed by all other parties owning or claiming an interest in the

lands within the above descriked ani: area.

IN WITNESS WHEREOF, the undersigned parties have caused this
sgreament o be sxecuted as of the raspective datas set forth opposite

their signatursas.

E : INc : //
B ‘\ , - 3 ;o ~ ?f‘
e 7t ?—k M&Aﬂ\” 2

3*5§1aen
~ ONIT OFdRA“OR AND WC ING EREST OWNER
Jdata: June 7, 1973
Address: P. 0. Box 1320

Yobbs., Vew Mexico 38240




I LESSEES OF RECORD

jéreta:y
Date: ’A?R / 2.3 . Address: P. 0. Box 1320

Hobbs, New Mexico 88240

ATTEST: GULF QIL CORPORATION

As’s’:’ & "’"""“"7 ; By\&%ﬁ&%

Secratary Attorne&-if-Fact
Date: e 1 o= "’> .Address: P. 0. Box 1150

Midland, TX 79701} ,,.87

ATTEST: TEXACO INC.

By _ SEE PAGE 16-A
President

Secretary

Date: Address:

-STATE OF NEW MEXICO )
: SS
COUNTY OF LEA )

The foregoing instrument was acknowledged before me this Ith
day of June 1973 by R. _F. Montgomery President of
Llano, Inc., a New Mexico corporation,}u behalf of said corporation.
4y Commission Expires: Xl ;7/ J(‘/‘zg: IR

October 30, 1976 Aotary Public /

STATE O NEW MEXICO )

: Ss
3

20Ty Qo7 LZA

The for=going instrument was acknowledged before me this 978

1973 by R. F. Montgomery , _President
of Shadi--Qil -%m?an a e-lﬁaare corporation, on eha.l
of said corporation. EEER - S ' ]? ;

My Commission Expires: %ﬁ% 5\/ g Ll e

th

iay <

o) Notary Public -_ Tt
Loy
STATE QF _ TEXAS )
1 S5 C ey
2suNTYZ OF _ALOLAND ) IARA
. The foregeing lnstr_u;gent was_acknowladged before me this Lo
izy of %:_9_-% 1373 by v, B -I’:)PKHNQ , Attorney-in-Fact
of 1f£ 011 Corporation, a Pennsy.vania corporation, on
wzhall cf said corporation.
n Al
v Zommission Sxpiras: , i Sxovwaa s BEOT yrn
b-\-1 Notar® Pablic



CONSENT AND RATIFICATION
GRAMA RIDGE MORROW -UNIT AGREEMENT
EMBRACING LANDS IN LEA COUNTY, NEW MEXICO

The undersigned hereby acknowledges receipt of a copy of the

Unit ‘Agreement for the Development and Operation of the Grama
Ridge Morrow Unit Area embracing lands situated in Lea County,
New Mexico, which is dated the 25th day of April, 1973, and
further acknowledges that the undersigned is familiar with the
terms and conditions thereof. As to unitized substances in the
unitized formation defined in said Unit Agreement, the undersigned
owns no interest whatsocever. Bowever, the undersigned doces own
the official record title to an oil and gas lease from the State
of New Mexico as lessor, which lease is more particularly described
in said Unit Agreement. Said lease is subject to certain operating
rights and working interest owned by another. The undersigned
understands that the owner of said operating rights and working
interest desires to commit the same to said Unit Agreement. Pursuant
to policies and practices of the State Land Office for the State
of New Mexico, the Commissioner of Public Lands for the State of °°
New Mexico requires consent and joinder of the offical record
title holders or lessees of record of State of New Mexico oil and
gas leases before the Commissioner will approve the above Unit
Agreement. In its capacity as owner of the official record title,
or as lessee of record, to a State of New Mexico oil and gas lease,
and in that capacity only, and as an accommodation to said owner of
operating rights and working interest under said lease, the under-
signed desires to consent, ratify and join in the execution of said
Unit Agreement. By these presents the undersigned does hereby .
consent to said Unit Agreement and ratifies all of the terms and
. provisions thereof exactly the same as if the undersigned had

executed the original of said Unit Agreement, or a counterpart
thereof, in the undersigned's capacity as official record title

holder or lessee of record of a State of New Mexico oil and gas
lease.

TN WITNESS WHERECF, this instrument is executed by the under-
signed as of the date set Zorth opposite the signature.
a //
Date: %7¢ob4;;,// /9 73 TEXACO INC. - T / e
/ ’ ;{Q P,
By: /é M et

AITORNEY_IN- é;;<f
BIT -IN-FACT ( eéz,%‘f A5 TO
STATE OF TEXAS }
) ss. * Form &M_
COUNTY OF MIDLAND ) v

The/fqrego g instrument was acknowledged before me this P74
davs of 4 » 1373, bv ST o o ;

- / 4 of TEXACO INC., a Delaware cdrporaticn,
on behalf of said corporation.

Notary Public
My Ccmmission Expires:

A A

~16-a-



STATE CF

L
n
(]

. COUNTY OF

The foregoing instrument was acknowledged before me this
day of January, 1973 by .

of Texaco Inc., a . corporation, on benalf of said cor-
poration.

My Commission Expires:

Notary Public

_l7¢
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EXHIBIT "B"

GRAMA RIDGE MORROW UNIT AGREEMENT

Overriding

"Working Int.
Owner and

Tarcentage
Tract Parti-

Tract No. Surface Basic . Royalty or :
No. Degcription Acres Lease No. Royalty Lessee of Record Prod., Pymt. Percentage _cipation
1 8% Sec., 3, T. 22 320.00° B~158-3 12%% Texaco Inc. None Llano, Inc. 100% 24.861
S., R. 34 E,
Aﬂ'w /(Tw Sec. 3, T. 22 327.16 E~9141 12%% Shell 0il Company None Llano, Inc. 100% 25.417
S., R. 34 F.
3 S4 Sec. 34, 1. 21 320.00 E~9659 12%% Gulf 0il Corporatinn None Llano, Inc. 100% 24.861
S., R. 34 E.
4 Ny Sec. 34, T. 21 320.00 K~3592-1 12%%  shell 0il Company None LJano, Inc. 100% 24.861
S., R. 34 E,
Total 1287.16 100.000



ops

EXHIBIT "C"

Royalty Production ~ BHP/Z Method - Grama Ridge Morrow Unit Area, Lea County, New Mexico

Composite Jex,
1973 1974 6 e
1 Equivalent Equivalent Equivalent Equivalent ‘qulva
Gas Gas Gas Gas Gas
Production Production Production Production Production
Month MCF Month MCE Month MCF Month MCF Month MCF_
May 1,860 Jan. 1,060 Jan. 810 Jan. 610 Jan. 460
June 1,770 Feb. 1,040 Feb. 790 Feb. 600 Feb. amw
July 1,660 Mar. 1,010 Mar. 775 Mar. 590 Zm.& 445
Aug. 1,590 April 990 April 750 April 575 April ;um
£ Ot 1,510 May 960 May 740 May 550 May 425
' >t 1,450 June 950 June 710 June 540 June 410
Nov. 1,380 July 925 July 700 July 525 July 400
Dec. 1,090 Aug. 900 Aug. 690 Aug. 510 Aug . .uuu
Sept. 890 Sept. 675 Sept. 500 Sept . 390
Total 12,310 Oct. 860 oct. 650 Oct. 495 oct:. 375
_ Nov. 840 Nov. 640 Nov. 490 Nov, 370
Cum. 12,310 Dec. 825 Dec. 625 bec. 475 Dec. 360
Total © 11,250 Total 8,555 Total 6,460 Total 4,910
Cum. 23,560 Cum. 32,115 Cum., 38,575 Cumn. 43,485
1978 1979
Equivalent Equivalent
Gas ‘ Gas
: Production Production
f o MCF tonth MCF
Jan. 350 Jan. 270
' *Feb. 345 Feb. 270
‘Mar. 340
April 330
May 325
June 310
July Jos
Aug. o
Sept. 295
ont. 290
* NWov. 780 ‘ A
Doy | 15 ﬁ *
.HO.HQH \—,_w Total .I-.lﬂlNlmlll




I, Duight P. Teed, Secreatary of Llano, Inc. do hersby
certify that the Agreement attached hereta, consisting of sixteen
(16} pages and exhibits and entitled "Unit Agreement For The
Opetation Of The Grama Ridge Morrow Unit Area, Lea County, New
Mexico”, entared into on April 25, 1973, {s a trua and correct

copy of said Agreement.

£ B X ) -

"Dwig'nt ?. T&ed, Secratary
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CERTIFICATE OF APPROVAL

BY COMMISSIOMER OF PUBLIC -LARDS, STATE OF NEW MEXICO

Qmmm OF UNIT AGREEMENT

GRAMA RIDGE~-MORROW UNIT

LEA COINTY NEW MEXTCO

There having been presented to the undersigned Commissioner of Public Lands

of the State of New Mexico for examination, the attached Amendment of Unit Agree-
ment for the development and operation of the Grama Ridge-Morrow Unit Area, Lea
County, New Mexico for the purpose of expanding the Unit Area.

The attached Amendment of Unit Agreemient was cntered into as of September
1, 1976 by and between the parties to the original Unit Agreement for the purpose
of expanding the unit area to include all of Section 33, Township 21 South, Range
34 East, N.M.P.M. The Amendment also ratifies and confirms the Original Uait

Agreement as amended and upon examination of said Awmendment, the Commissioner
finds:

{(a) That such Amendment to this Agreement will
tend to promote the.conservation of oil and
gas and the better utilization of reservoir
energy in said area.

(b) That under the proposed amended Agreement the
State of New Mexico will receive its fair share
of the recoverable oil or gas in place under
its lands in the area.

(c) That each beneficiary Institution of the State
of New Mexico will receive its fair and equitable
share of the recoverable oil and gas under its
lands within the area.

e

That such Agreemenr is In other raspects for the
best intarests >f zhe 3taca, vith raspecz o
Stata lands.

NCW, THEREFQRE, dy virtue of the authoricy
7-11-39, 7-11-4Q, 7-1l-41, 7-11-47, and 7-11-48
Compilation, I, the undersigrned, Commissioner of Public Lands of

conferred upon me under Sectiouns

the State of New

Mexico, for the purpese of more properly conserving the o0il and gas resources of the
State, do hereby consent to and approve the said Amendment, and any leases embracing

lands of the State of New Mexico within the area shall be and the same are hereby
amended to conform with the terms and conditicns of said Agreement. This approval
i3 subject to all of the provisions of the aforesaid statutes.

IN WITNESS WHEREQF, =iais Certiiicate of Approval is sxecuted, with seal arffix
this 26ch. day of Januarvy 1977.

3

P\Mt ?\)"«*\/“'
SSIONER JF PUBLIC hANDS
Q: the Stata af New Mexico

, New Mexico Statutes Annotated, 1953

d!
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mugmﬁ TO UNIT AGREEMENT _ REEEW!;‘
PO RIDCB-MORROW PNT® Avma™ &c i? 8 #l '7‘

LEA COUNTY, NEW MEXICO

N

THIS AMENDMENT entered into as of the first day of September,
1976, by and between the parties subscribing, ratifying or consentiné
hereto and herein referred to as the "parties hereto®.

WHEREAS, as of April 25, 1973 the Unit Agreement for the
Operation of the Grama Ridge-MOrrow Unit Area was entered into by and
between Llano, Inc. as unit operator and as a working interest owner
and by Gulf 0il Corperation and Texaco Inc. as record title owners of
0il and gas leases embracing lands in the unit area, which said agree-
ment was approved by the Commissioner of Public Lands of the State of
New Mexico, herein referred to as. “Commissioner”, on August 27, 1973,

_and
WHEREAS, the original unit agreement covered all of Section

34, Township 21 South, Range 34 East and all of Section 3, Township
— S——

22 South, Range 34 East and was entered into for the purpcse of
formulating and putting inte effect a seceondary recovery and gas
storage project as to the Morrow formation which was unitized underx
said agrzement and which 1s speciiizallry Zefined in Secticn I thereost,
and

WHEREAS, the unit operatcr nas injected gas into wells
located on the unit area which has resul:ted in a pressure increase
in the South Wilson Deep Unit No. 1 gas well producing from the
unitized formation located in the NWkSE% Section 33, Township 21
South, Range 34 East and has likewise resulted in an increase in
orassure 1a the Llano Federal GR-4 No. 1 Morrow gas well located in

~he SE4SEYNWY% Section 4, Township 22 3cuth, Range 34 Zast and such
communication indicatas that said wells z2x= lscatad in the same

rasarvolr 2as =he =we zas wells wizhin the mi-

Tza  whlion eellc
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have been used for the injection and withdrawal of gas pursuant to
the terms of said unit agreement, and
WHEREAS, it now appears that the Morrow gas reserveir under-

lies Secticns 33 and 34, Township 21 South, Range 34 Bast and Sections

—_— o~

3 and 4, Township 22 South, Range 34 East, and

- WHEREAS, all of Section 33 is owned by the State of New Mexico
except the SWHNE% of said section which is fee land and the minerals
underlying said 40 acres’, subject to the existing lease, are owned
32.37% by Don E. Gridley and wife, Alice ¥. Gridiey, John E. Bosserman
and wife,Caro; 3ean Bosserman and 67.63% by The Merchant Livestock
Company, and

WHEREAS, all of Section 4, Township 22 South, Range 34 East

is federal land and Llano, Inc. has entered into an agreemeng/with
the United States, acting by and through the Secretary of the Interior,
effective as of November 1, 1975 for the storage of gas in the Morrow
formation which is unitized under the terms of said unit agreement.
Said gas storage agreement with the United States recognizes that the

gas reservoir underlies the 4 secticns hereinabove referred to and

also provides that all injection and withdrawal fees payable to the

Unized Statss shall be based upon 1/4 ¢f 311 jas iajected cor with-

drawn Zrxom the T2saxveir thrzugh anv wells locazad i zhe 4 sections

akccve zafarred cto, and

WHEREAS, it is the purpocse of <his amendment to expand the
unit area to include all of Sectionfgg, Township 21 Scuth, Range 34
East so that the unit agreement, taken into consideration with the
gas storage agreement with the United States covering Section 4, will
cover the entire reservolir, and

WHEREAS, *he uni: agreement racognized
some primarv gas and ligquid hyvdxrccarbens lzf in
=izn when the nic agrzement was 2ntarad in=s 3nd
vided for the zayment of royalty

in 3

<

av, 1374 tarcugh Fepruary, 1577 and
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attached to the unit ggreément, as well as the royalty for the
remaining 318,519 MCF of primary gas and the liquid hydrocarbons
attributable thereto underlying.said Section 33 (15/16 of which is
to be allocated to Tract 5 and 1/16 to Tract 6 shown on Exhibit *"B")
so that Phase I provided for in Section 1ll(a) of theoriginal agree—.
ment will no longer be applicable; and
WHEREAS, the parties are desirous of amending said unit
agrsement to provide for the samé_gas injection and withdrawal fees
(on an average basis) as are provided under the terms of the gas
storage agreement with the United States covering Section 4 as to
1/4 of the gas injected and withdrawn from said reservoir; subject,
however, to the right of the unit operator to withdraw gas previously
injected from extranecus sources up to and including Auéust 31, 1976
- amounting to 6,727,387 MCF at a pressure base of 15.025 psia without
payment of withdrawal fees as to any portion thereof withdrawn prior
to March 1, 1979.
- NOW, THEREFORE, in consideration of the premises, the parties
hereby mutually agree that the Unit Agreement for the Operation of

the Grama Ridge-Morrow Unit Area shall be and is hereby amended as

hersinaftsr set Zoxrith:

L. UNIT AREA: The Zcllowing described land is hereby
designated and recognized as constituting the unit area:

Township 21 South, Range 34 Rast, N.M.P_M.
Section 33 - All ’
Section 34 - All

Township 22 South, Range 34 East, N.M.,P_.M.
Section 3 - All

enizaining L 3D -2 ZCI=z=s nCcrz -z L2853

Exhibit "A" attached hereto is a map showing the unit area
and =he boundaries and identity cf tracis and leases in said area to
the axtent Xknown to the unii overator. ZExhibit "B"

attached hersto

L3 32 3Checias2 ERCWING T T2 HTIRnT LCwWn
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acraage, bercentage and kxind of

cwnershiz of cil and gas interests
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in all lands in the unit area. However, nothing herein or in said
schedule or map shall be construed as a representation by any party
hereto as to the ownership of any interest othe? than such interest
or interests as are shown on said map or schedule as owned by such
party. Exhibits "A" and "B" shall be revised by the unit operator
whenever changes in ownership in the unit area render such revisions
necessary or when requested by the Commissioner. .

All land com;itted to this agreement shall constitute land
referred to herein as "unitized liand" or “land subject to this agree-—
ment”.

2. Section 9 of the unit agreement is amended as follows:

9. PURPOSE OF UNIT AND PLAN OF OPERATION: It is recog-

nized and agreed by the parties hereto that the unitized formation as

.to all of the lands subject to this agreement is reasonably proven to

be productive of unitized substances or necessary for unit operations
and that the object and purpose of this agreement is to formulate

and put intco effect a secondary recovery and gas storage project in
order to effect the greatest economic recovery of unitized substances,

prevent waste and conserve natural resources consistent with good

engineering sractices axpected o

0

=

Fh

radent cperator. The parties
ferzIc azgI=2e thaw tie unit crerator may, subliect to the approval cf
a plan of overation by the Commissicner, inject gas produced frocm
lands other than the unit area into the unitized formation through
the following wells for secondary recowery and storage purposes:

Shell 0il Company State GRA Well No. 1 -~ SWiNWX% Section 3
) Township 22 Scuth, Range 34 East (Llano, Inc. operator)

/

Zhazll 3cate2 GRB Welli Nao. - NW4SWX% Section 34, Township 21
p South, Range 34 Bast (Llano, Inc. operator)

7 .

Scutnn Wilson Deep Unit No. 1 well - NWhSEX% Section 33,
e Tcwnship 21 South, Range 34 East (Llanc, Inc. operator)
Llano Federal GR—-4 Nc. 1 Mcrrow - SELSELRNWR Sec=ion 4
Townsnalz 1D 3cotTi. Range 4 Zast (L

ianc, Inc. sperator;
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Unit operator shall furnish,the Commissioner, between the first and
twenty-fifth of each month, reports showing the amount of gas produced
and injected into the unitized formation for the preceding month.

Unit operator shall have the right to rework or reconditicn

the wells now located on the unit area or to drill additional wells

to inject gas into or<§;§§§§§)gas from the gas storage reservoir
area to the extent that such work shall be approved by the Commissioner

as necessary or incident to the rights granted to unit operator pur-

suant to this agreement. Unit operator shall conduct all operations

hereunder in accordance with all applicable laws and regulations and

——

shall comply with all the terms and conditions of the respective

leases.

P

A plan of operation shall be filed with the Commissioner
concurrently with the filing of this unit agreement for final approval.
Said plan of operation and all revisions thereof shall be as complete
and adequate as the Commissioner may deterxrmine to be necessary in

connection with operaticns hereunder. Upon approval of this agree-

ment and the aforementioned plan of operation by the Commissicner,
said plan and all subsequently approved olans shall constitute the
cperating coligations of the unit operatcr uinder this agreement for
the period specifiied in the slan. Therzafisr, from time t2 time
peZcore the sxpiraticn oI any existing plan, the unit operator shall
submit for approval a plan for an additional specified period of
operation. Reasonable diligence shall be exercised in complying

with the obligations of the approved plan of operation.
g 1<

The unit
operator shall Zurmish “c fhe Zommissicner . wizhiz 22 2:37s Zrom cha
expiration of each & month period, a report giving full factual

information as to the manner in which the plan in effect for such

pericd aas peen carried out.

IZ Ine 1nLT cperator shcoculld

b,

2il o comply with any agpprove

£

H

plan o

cperation or surplement to or medification therscf

PR
& raof, this
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agreement may be terminated_by the Commissicner; provided, however,
the Commissicner shall give notice to'the unit operator and the lessees
of record ir the manner prescribed by Section 7-11-14 N.M.S.A; 1953
of intention to cancel because of any alleged breach of saig plan
of operation and amy decision entered tﬁe&ein shall be subject to
appeal in the manner prescribed by Section 7-11-17 N.M.S.A. 1953; and
provided, further, in any event unit operator shall be given a reason-
able opportunity after a final determination within which to remedy
said default, failing in which this agreement shall be terminated.

3. Section 10 of the unit agreement is amended as follows:

10. TRACT PARTICIPATION: For the purposes of this agree-—

ment "extraneous gas” shall mean the total amount of gas from other

sources injected into the reservoir less the amount which has been
withdrawn. Any gas produced in excess of the extianeous gas inijected
prior to or after the effective date hereof shall be considered as
®"indigenous gas". All such indigenous gas shall be apportioned to
the tracts within the unit area in the proportions set forth on

Exhibit "B" attached hexeto, which is based on the percentage that

the acreage covered by each tract bears to the total acreage within

the anit ar=za. Revaltlias shall pe paid 2o =he 3tats of New Mexico

sz2spective

4. Section 11 of the unit agreement shall be amended as

follows:
11, GAS STORAGE -- STORAGE, INJECTION AND WITHDRAWAIL
FEES:
A, Gas Storage: It is contemplated that the
axtraneous

sas which has been injected will be withdrawn Zrom time

to time. Unit overator shall be under no coblizatien to inject o

,,,,,,, Iuantity o zas chiier zhan such

-—-=T i

Unit operator shall instal

(=]
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and at all times operate and maintain metering equipment and cther
facilities épproved by the Commissioner so that an accurate cumula-—
tive account can be kept of the gquantity of gas, as well as the total
number of British Thermal Units in the gas, injected into the unitized
formation through the existing wells. Operator shall also keep an
accurate cumulative account of the total number of British '!hemal
Units in all gas withdrawn from the unitized formation. 7

Operator shall‘also install, operate and maintain at all -
times the necessary separation_eqﬁipment to separate the gas from
the liquid hydrocarbons produced in connection with the withdrawal
of gas from the respective wells, as well as all other related equip-
ment which may be required te transfer all ligquids so separated.

Operator shall cause monthly analyses by chromatcgraph or
other mutually acceptable method of all gas injected into or withdrawn
from the reservoir in order to compute the net change in British
Thermal Unit content.

Operator shall pay royalties at the rates provided in the
respective leases on 3/4 of all liguid hydrocarbons which are sepa-
rated from the gas withdrawn and allocated Zc the respective tracts
in accordancz with the cercentages ©I zarzicipaticn set forth on
; orovided, hcowever, cperator shall nct ze raguired to
vay rovaltiess on that Derticn of all ligulid hydrccarbons which are
separated from the first 318,519 MCF of gas withdrawn subseguent
to the effective date of this amendment as péyment for such ligquid
hydrocarbons has been included in the payment éor the remaining primary
gas underlying said Section 33 referred o in *he —reamkla oz 2his

-2l —il3

amendment. In addition,. shculd the total cumulative British Thermal

[84
I3
14

nits in 'the gas withdrawn axceed the total 3riiish Thermal Units in

, then creratosr shall zay zcocvaloles on said increase




C ¢

in British Thermal Units at the prevailing market price in Lea

i

County, New Mexico for gas of like quality. Payment for British

Thermal Unit enrichmegt as set forth herein shall be made on an
annual basis as determined by the cumulative chromatograph analyses.

B. ' Storage, Injection and@ Withdrawal Fees: 1In

addition to the rental provided in the leases covering the respective
tracts, for each year after the effective date of this amendment,
unit operator shall pa§ an annual storage fee of $1.00 pexr acre for
the number of surface acres owned by the respective surface owners

as shown on Exhibit "C*" attached hereto. Said storage fee shall be
paid in gdvance during the month of September of each year.

As to all gas injected or withdrawn subsequent to
the effective date of this amendment, unit operator shall pay to the
State of New Mexico an injection fee equal to 47/64 of $.00625 pexr
MCF and a withdrawal fee equal to 47/64 of $.00625 per MCF on all
gas injected or withdrawn from the reservoir through any wells located
on the unit area or on Section 4, Township 22 South, Range 34 BEast
during each calendar month; provided, however, no withdrawal fees

shall be required on 6,727,987 MCF at 15.025 psia for gas injected

U

rior to the 2ffactive data of this amendmenc 1if said zas is withdrawn
orior Lo Mazzh
cn all oI the gas spall be pald to Don E. Gridlavy and wifs, Alice

F. Gridley, John E. Bosserman and wife, Carcl Jean Bosserman, and The

Merchant Livestock Company in the proportions owned by said parties.
All injection and withdrawal fees shall be paid during the month

following the month in which injection or withdrawals ar= made.

3. Secticn 15 cf the unit agreement is amended as follows:

o~

14, EFFECTIVE 2ATE AND TERM: This amendment shall becaome

effective as of Septamber 1, 1373 ipcn a2gproval sy fhe

Commissioner
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and shall remain in €ffect so long as unitized substances are being
produced from or stored within the unitized formation. fThe unit
agreement may be terminated at any time by not less than seventy-five
(75%) percent on an acreage basis of the owners of working interests

signatory hereto with the approval of the Commissioner.

6. Section 22 of the unit agreement is amended as follows:

22. RE~NEGOTIATION OF INJECTION AND WITHDRAWAL FEES:

The injection and withdrawal fees provided for in Section 11 hereof
shall be effective for a period of 5 years from the effective date

of this amendment; provided, however, that during the 4th year of -

the first 5 year period and during the 4th year of each successive

5 year period this agreement is in force and effect said fees shall
be~subject to re-negotiation between the parties hereto so that said
'fees will be commensurate with fees being paid on similar projects,
such re-negotiated rate to be in effect for the succeeding 5 year
pericd. 1If the parties hereto are unable to agree to re-negotate new
fees 60 days prior to the expiration of the 4th year of any 5 year
pericd, rayment of the fees on the basis of prior rates shall continue
and this agrzement shall =erminats

upen a2xpiration of not more than

the Traceding 3 vear period. During

injectad gas act praviously withdrawn and aquipment and facilities
installed under this agreement, unless during such 3 year period

the parties hereto agree upon a re-negotiated rate to be effective

retroactively. Any gas or facilities not then removed by the terminatiorn
da+=2 shall Teccme zh= oropersry oI tha Inac: F Yew Mexlizc 1 L1 oz
elects.

7. COMMITMENT OF INTERESTS TC UNIT AND RATIFICATION OF

OTHER UNIT PROVISIONS: By the execution o9f this amendment, the

(4

zarTlas 1er2Ic CICEMMIT I the dnliI 3agx

£Mment Tneilr respectlvye _atarests

of whatsocever kind, nature or descripticn in and to the unitized

forma-
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tion undexlying the unit érea. Except as amended herein, all of
the other terms and conditionsfof thé criginal Unit Agreement for
the Operation of the Grama Ridge-Morrow Unit Area shall remain in
full force and effect and are ratified and confirmed by the parties
or by those consenting hereto by separéte instrument.

8. COUNTERPARTS: This amendment may be executed in any
number of counterparts, no one of which needs to be executed by all
parties, or may be ratlfled or consented to by separate instrument
in writing specifically referring hereto, and shall be binding upon
all those parties who have executed such a counterpart, ratification
or consent hereto with the same force and effect as if all such
parties had signed the same document and regardless of whethexr or
not it is executed by all other parties owning or claiming an interest
in the lands within the above described unit area.

IN WITNESS WHEREQF, the undersigned parties have caused this

agreement to be executed as of the respective dates set opposite

their signatures.

—~ /Z;QMD
Ttorlawd c*atary yﬂ Sresident——
Date: /g{ - 7L Addrcss 9, 0. Box 1320
40DDS. New Mex Co. ?BZlE7
u
ATTEST: QULF OIIL IORPORATION
By
Secretary President
Date: Address:
ATTEST: TEXACO INC.
By
3ecTeIa ZJrasigenc
Date: Address:
AATTEST: WILSON OIL COMPANY
3v

W
1

e .

Zacz: . Acddress:

R
-iu-
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tion underlying the unit area. Except as amended herein, all of
the other terms and conditicns of the original Unit Agreement for
the Operation of the Grama Ridge-Morrow Unit Arsa shall remain in
full force and effect and are ratified and confirmed by the parties
or by those consenting hereto by separate instrument.

8. COUNTERPARTS: This amendment may be executed in any
number of counterparts, no one of which needs to be executed by all
parties, or may be ratified or consented to by separate instrument
in writing specifically referring hereto, and shall be binding upeon
all those‘parties who have executed such a counterpart, ratification
or consent hereto with the same force and effect as if all such
p;rties had signed the same document and regardless of whethexr or
not it is executed by all other parties owning or claiming an interest
in the lands within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties have caused this

agreement to be executed as of the respective dates set opposite

their signatures.

ATTEST: LLANO, INC.
3y
SecraTamy FT=silZent
Daca Adcéress
ATTEST: ) GULF OIL CORPORATION
g By %ﬁ - =

Asst. Secretary Attorney—in-fact AT 50

Date: Address: PO Box 1150 (;‘:QW
Midland, Texas 79701 \_ |

VAR
oy e oF
"TACT INC. — ik

ymmegT .

3y
Secretary President
Cata: Address:
ATTEET GITESH I CMPANY
3y
SecrazIzaryv Prasident
Daza Address
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tion underlying the unit area.’ Exccét as amended herein, all of
the other terms and conditions of the origiﬁal Unit Agreement for
the Operation of the_Graﬁa Ridge-Morrow Unit Area shall remain in
full force aad effect and are ratified and confirmed by the parties

or by those consenting hereto by separéte instrument.

8. COUNTERPARTS: This amendment may be executed in any
‘numbar of coﬁnterparts,:no one of which needs toﬂbe execeuted by all
‘parties, or may be ratifiéd or éonsantgd_to by separatelinstrumant
~in writipé speéifically referring hereto, and shall be binding upon
all those parties who have executed such a counterpért, ratification
or consent hereto with the same force and effect as if all‘such
parties had signed the same document and regardless of:whether cx
not it is execﬁted by all otéa:'pa:ties owning or claiming an inia:egt
in the lands within the above described unit éxea}

IN WITﬁESS WHEREQF, the undersigned parties have caused this
agreement to be ex=acuted as ofvthe respective aates set opposite

" their signatures.

ATTEST: LLANC, INC.
By
fecratzsy 2resident
Date: ) Address: )
ATTEST: . CULF OIL CORPORATION
By
Secretary President
Date: Address: ) :
1PPEIVIC: TEXACO INGY/ v
Form: A\ ﬁ e iTToTrney-in-~ack
Tate:r NY MmAENR 5. /874 Address:_3ox 2100
\ Midlend. Texas 75721

ILSCN 2IL CZOMPANY




tion underlying the unit area.
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Except as amended herein, all of

the other terms and conditions of the original Unit Agreement for

the Operation of the Grama Ridge—Morrow Unit Area shall remain in

full force and effect and are ratified and confirmed by the parties

or by those consenting hereto by separate instrument.

8. COUNTERPARTS:

This amendment may be. executed in any

number of counterparts, no one of which needs to be executed by all

parties, or may be ratified or consented to by separate instrument

in writing specifically referring hereto, and shall be binding upon

all those parties who have executad such a counterpart, ratification

or consent hereto with the same force and effect as if all such

parties had signed the same document and regardless of whether or

not it is executed by all other parties owning or claiming an interest

in the lands within the above described unit area.

IN WITNESS WHERECF, the undersigned parties have caused this

agreement to be executed as of the respective dates set opposite

their signatures.

ATTEST:

Secretiarsy
Date:
ATTEST:

Secretary
Date:
ATTZET

Secratary
Data:

LLANG, INC.

Bv

Addr=ss:

GULF QIIL. CORPORATION

By

President
Address:
TZEACC INC.
By

Prasident
Adﬁ?s\;

7

W:LSCN,CIL CCMPANY

-10-
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Date: W’L {ZL M

C

FRANCES P. BOLTON, acba WYOMING OIL
COMPANY
Address:

¢ ,wu.o 5
ATTEST: NEW MEXICO ELECTRIC SERVICE COMPANL¢
By'
Secretary President
Address:
ATTEST: TUCO, INC.
By
Secretary President
Address:

STATE OF NEW MEXICO )
: sS
COUNTY OF LEA )

The foregoing instrument was ackno
day of 1876 by

wledged before me this

President of Lland, Inc., a Mew Mexico corp
said corporation.

My Commission Expires:

oratien, on benalf aof

Notary Public
STATE OF )
: 8§
COUNTY OF )
The ‘orageing ‘astrument was icknow!=dged deTora ne Inis L
J&Y 3T 1975 ov
af Guii 077 Corporatisn. i Jennpsyivanta coroora-
ticn, On oenaiT oT said COrporation.
My Commission Expires:
Notary Puplic

“he foregoing instrument was acknowiedged betaore me this

STATE OF )
1SS
COUNTY OF )
day of 1975 by
af Taxaco :iac. 2

oT saild corporation.

My Commission Expires:

gerawara Zoragration, on sehair
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ATTEST:

ATTEST:

Secretary -President
Address: o S

STATE OF NEW MEXICO

)
: 8s
COUNTY OF LEA )
The foregoing instrument was acknowledged before me this 16
day of __ December 1976 by __ Donald L. Garey o

President of Llano, Inc., a New Mexico corpcration, on behalf of
said corporation.

My Commission Expires: ClJyyqxév

3-20-80 - Naotary Public
STATE OF )
: Ss
COUNTY CF )
The Zoragoing instrument vas ickncwlzdged cefcra me zals
day of 1376 by
~s R Y

cf GulZ Oil Corporaticn, a Pennsylvania corpora-
zion, onbehalz cf said corpcration.

My Commission Expires:

Notary Public

STATE OF }

: s§
COUNTY OF )

The foregoing instrument was acknowledged before me this
day of 1976 bv

cf Texacd Inc. a -elawars corporation, cn pbenal?

of said corporation.

My Commissicn Expires:

jctarv 2ubiic

-11-
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Date:

FRANCES P. BOLTON, dba WYOMING OIL
COMPANY
Address:

ATTEST: . NEW MEXICO ELECTRIC SERVICE COMPANY

By
Secretary ~ President

Address:

ATTEST: ’ TUCO A INC.
(ot . - )

ecretary

Pres nt

Address: P. 0. Box 1261
T Amariilo, lexas 79170

STATE OF NEW MEXICO )

:oss
€OUNTY OF LEA )

The foregoing instrument was acknowladged before me this
day of 1976 by

President of Llano, inc., a Mew Mexico corporaticn, on banalf ot
said corporation.

My Commission Expires:

Notary Public

STATE GF )
: ss
COUNTY CF )
The forageing insIrument was acknow!adged hefora me thes
b 1375 2y
ot GulT 041 Coroeorzzicn, 2 Penpnsvivaniz 2orpori-

Tion, On Denait oF saia corgoration.

My Commissiaon Expires:

Notary Pubiic

STATE OF )
T ss
COUNTY OF )

The foregoing instirument was acknawisdged before me this
day of 1976 by
aT Taxaco Inc. a Delawara zovooration, on dena:t

- of said corporation.

My Commission Zxpires:
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LLANO, INC. I

GRAMA 'RIDGE MORROW UNIT

Lea County, New Mexica

—UNIT OWNERSHIP MAP
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'NEW MEXICO STATE LAND OFFICE

- _JS’p -
. @ CERTIFICATE OF APPROVAL

COMMISSTIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
GRAMA RIDGE MORROW UNIT AGREEMENT

LEA COQUNTY, NEW MEXICO

There having been presented to the undersigned Commissionmer of Public Lands
of the State of New Mexico for exasminarion, the attached Agrezement for the de-
velopment and operation of acreage which is described within the attached Agree-
ment, dated April 25, 1973 , which has been executed, .or is
to be executed by -parties owning and holding oil and gas leases and royalty in-

terests in and under the property described, and upon examination of said Agree-
ment, the Commissioner finds:

(a) That such agreement will tand to promote the conservatiom

of o0il and gas and the better utilization of reservoir
energy in said area.

- (b) That under the proposad agreement, the State of New Mexico
will receive its fair share of the recoverable oil or gas
in place under its lands in the area.

(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the “
recoverable o0il and gas under its lands within the ares.

(d) That such agreement is in other reaspects for the best
' interests of the state, with respect to state lands,

NOW, THEREFCRE, by virtue of the authority conferred upon me under Sections
7-11-39, 7-11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexico Statutes Annotated,
1953 Compilacion, I, the undersizned, Commissicner of Public Lands of the State
2f Yew Mexico, for the purpose 2% mora jroperly conserving the oil and gas rce- X*
jources of the Stata, do herabv ccnsenr oo

and approve -he 3aid Agreement, and
iny L=2ases ambracing ands oI <ne Scata of New Mexico withia the area shall be
and the same are heT=DY mended =5 zonform with the zarms therzof, and shall

remain in full force and effect zccarding fo the tarms and conditions of said

Agreemenct. This approval is subject te all of the provisions of the aforesaid
statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this 27c¢h.,  day of August , 19 73 .

. '(.‘ L

&Ld N //VM }
COMMISSIONER, OF 2UBLIC LAND!
of the State of New Mexice
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M' a SECOND AMENDMENT TO UNIT AGREEMENT et
FOR THE OPERATION OF THE GRAMA \Y
RIDGE-MORROW UNIT AREA /x“\
LEA COUNTY, NEW MEXICO G C
THIS SECOND AMENDMENT is made this 23rd day of May, 2001, by Raptor
Natural Pipeline LLC.
PREMISES
1. As of April 25, 1973, the Unit Agreement for the Operation of the Grama

Ridge-Morrow Unit Area (“Unit Agreement”) was entered into by and between Llano,
Inc. as unit operator and as a working interest owner and by Gulf Oil Corporation and
Texaco Inc. as record title owners of oil and gas leases embracing lands in the unit area,
which Unit Agreement was approved by the New Mexico Commissioner of Public Lands
(“Commissioner”) on August 27, 1973.

2. As of September 1, 1976, the Unit Agreement was duly amended (“First
Amendment”) by the parties thereto. The Commissioner approved the First Amendment
on January 26. 1977. (Unless otherwise indicated. “Unit Agreement™ hereinatter refers to
the Unit Agreement as amended by the First Amendment.)

3. The unit area has continuously been used, since its creation to the time of
this Second Amendment, for injection, storage and withdrawal of extraneous gas.

4. LG&E Natural Pipeline LLC is the successor in interest to Llano, Inc.
5. Effective December 1. 2000, LG&E Natural Pipeline LLC was acquired

by Conoco Inc. Subsequently, the name of LG&E Natural Pipeline LLC was changed to
Raptor Natural Pipeline LLC (hereinafter, “Raptbr”).

6. The Commissioner cancelled two oil and gas leases formerly committed to

the Unit Agreement for non-payment of rentals. The Commissioner cancelled state lease

no. K-3592-1, effective on January 13, 1999; and the Commissioner cancelled state lease

no. E-7574-1, effective on February 4, 1999.



7. State lease no. K-3592-1 covered the N/2 of Section 34-21S-34E,
“comprising 320 acres more or less (“Section 34 Lands”). State lease no. E-7574-1
covered the N/2NE1/4, the SE1/4NE1/4, the W/2 and the SE1/4 of 33-21S-34E,
comprising 600 acres more or less (“Section 33 Lands”).

8. The Commissioner has issued two new state oil and gas leases covering
the Section 33 Lands and the Section 34 Lands. On February 1, 2000, the Commissioner
issued state oil and gas lease no. VO-5683, covering the Section 34 Lands; on January 1,
2000, the Commissioner issued VO-5682, covering the Section 33 Lands.

9. The Commissioner and Raptor agree that the Unit Agreement is unique
and that it, among other things, conveys to the unit operator a right to inject, withdraw
and store extraneous gas and that this right is in the nature of an easement that exists
independently of the oil and gas leases that were initially unitized under the Unit
Agreement.

10. In a letter dated July 21, 2000, addressed to Mr. William Carr, counsel for
Nearburg Exploration Company and Yates Petroleum Corporation, the Commissioner’s
counsel stated that VO-5682 and VO-5683 were subject to LG&E’s valid and existing
right to inject, withdraw and store gas pursuant to the Unit Agreement.

11 A dispute arose between the operator, the lessees and working interest
owners under leases VO-3682 and VO-3683, and the Commissioner regarding each of
their respective interests and rights under the Unit Agreement and said oil and gas leases.

12. The purpose of this Second Amendment is to resolve the dispute between

the Commissioner and the operator and to clarify certain aspects of the Unit Agreement.

SECOND AMENDMENT TO THE UNIT AGREEMENT
FOR THE OPERATION OF THE GRAMA RIDGE-MORROW
UNIT AREA, LEA COUNTY, NEW MEXICO Page 2



AMENDMENT

NOW, THEREFORE, in consideration of the foregoing Premises, the Unit
Agreement is hereby amended as follows:

1. Section 1 of the Unit Agreement shall remain the same, except that the
legal description set forth on page 3 of the First Amendment shall be replaced by the
following legal description:

Township 21 South, Range 34 East, N.M.P.M.,
Section 33 — All
Section 34 — All

Township 22 South, Range 34 East, N.M.P.M.
Section 3 — All
Section4 — Lot 1, Lot 2, S1/2NE1/4

containing 2,089.81 acres, more or less.

2. Section 10 of the Unit Agreement is entirely replaced by the following:
10. TRACT PARTICIPATION: For purposes of this

agreement “extraneous gas” shall mean the total amount of gas from sources outside the
unitized formation injected into the reservoir less the amount that has been withdrawn.
Any gas produced in excess of the extraneous gas injected prior to and after the etfective
date hereof shall be considered as “indigenous gas”. Indigenous gas may only be
produced from the unitized formation in accordance with an oil and gas lease that is
unitized under the Unit Agreement. Subject to Section 5 of this Second Amendment, all
such indigenous gas shall be apportioned to the tracts within the unit area in the
proportions set forth on Exhibit “B” attached hereto, which is based on the percentage
_that the acreage covered by each tract bears to the total acreage within the unit arca.
Royalties shall be paid to the State of New Mexico under the terms and conditions
provided in the respective leases, if any, on all indigenous gas allocated to such tracts.
However, where such production of indigenous gas is allocated to state lands within the
unit area (excluding the state lands located in Section 4-22S-34E) that are not subject to

an oil and gas lease unitized under the Unit Agreement, the operator shall pay the state

SECOND AMENDMENT TO THE UNIT AGREEMENT
FOR THE OPERATION OF THE GRAMA RIDGE-MORROW
UNIT AREA, LEA COUNTY, NEW MEXICO Page 3



for 100% of the indigenous gas produced and allocated to such unleased lands at the
" prevailing market price for gas of like quality, or on such other terms as may be agreed to
by the Commissioner and the operator in writing.

3. Section 11(A) of the Unit Agreement shall remain the same, except that
the last paragraph of Section 11(A), as set forth on pages 7 and 8 of the First
Amendment, is entirely replaced by the following new paragraph:

Operator shall pay royalties under the terms and conditions provided in the
respective oil and gas leases, if any, on % of all liquid hydrocarbons which are separated
from the gas withdrawn and allocated to the respective tracts (excluding state lands
located in Section 4-22S-R34E) in accordance with the percentages of participatioh set
forth on Exhibit “B”. However, where such production of liquid hydrocarbons is
allocated to state lands within the unit area that are not then covered by a state oil and gas
lease (excluding state lands located in Section 4-22S-34E) unitized under the Unit
Agreement, the operator shall compensate the state for 100% of the liquid hydrocarbons
produced at the prevailing market price in Lea County, New Mexico, for liquid
hydrocarbons of like quality, or upon such other terms as the Commissioner and the
operator may agree to in writing. In addition, should the total cumulative British Thermal
Units in the gas withdrawn exceed the total Britiéh Thermal Units in the gas injected
("BTU Enrichment™), then the operator shall pay the State of New Mexico rovalties on
the value of the BTU Enrichment based on the prevailing market price in Lea County for
gas of like quality at the royalty rate provided in the applicable oil and gas lease or leases,
if any; provided that if no lease unitized under the Unit Agreement is applicable, then the
operator shall compensate the state for 100% of the BTU Enrichment that is allocated to
such lands based én the prevailing market price in Lea County for gas of like quality.
Payment for BTU Enrichment as set forth herein shall be made on an annual basis as

_determined by the cumulative chromatograph anélyses.

4. The following new Section 25 is added to the Unit Agreement:

25. TERMINATION OF UNITIZED OIL AND GAS LEASES:

A. As to the lands within the Commissioner’s jurisdiction, and
notwithstanding any other provision of this Unit Agreement, the rights of the unit

operator to inject, withdraw and store extraneous gas under this Unit Agreement shall

SECOND AMENDMENT TO THE UNIT AGREEMENT
FOR THE OPERATION OF THE GRAMA RIDGE-MORROW
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survive the cancellation, forfeiture or any other termination of any or all of the state oil
“and gas leases that are now or may become unitized hereunder. The existence, duration
and nature of such injection, withdrawal and storage rights shall be determined strictly in
accordance with the Unit Agreement, as amended hereby, and shall not depend on or
arise under any state oil and gas lease.

B. - If a state oil and gas lease encumbering state lands within
the unit area terminates for any reason, nothing in this Unit Agreement shall preclude the
Commissioner from issuing a new oil and gas lease to cover the same lands. However, so
long as the Unit Agreement remains in effect, such new oil and gas leases shall be subject
to the Unit Operator’s valid, pre-existing rights to inject, withdraw and store extraneous
gas pursuant to the Unit Agreement, as amended hereby.

5. In approving this Second Amendment, the Commissioner acknowledges
that the federal government owns all of the oil and gas and potash that may underlie
Section 4, Township 22 South, Range 34 East, N.M.P.M., of which the surface of Lot 1,
Lot 2, S/2 NE/4 (NE/4 equivalent) is owned by the State of New Mexico. Therefore, and
notwithstanding any other provision in the Unit Agreement, including this Second
Amendment, the State shall not be entitled to compensation for indigenous gas, liquid
hydrocarbons or BTU Enrichment that may be produced from Section 4, Township 22
South, Range 34 East, N.M.P.M. Furthermore, the state lands located in said Section 4
shall not be considered to determine tract participation under Section 10 ot the Unit
Agreement, but shall be considered only for purposes of calculating the annual storage
fee and the injection and withdrawal fees under Section 11 (B) payable to the State by the
unit operator.

6. Exhibits A, B and C to the Unit Agreement are amended in their entirety
as shown on Exhibits A, B and C to this Second Amendment, respectively.

7. This Second Amendment shall become effective as to the state upon
approval of the Commissioner.

8. Raptor is executing this Second Amendment after consultation with its
counsel and the Commissioner. No presumption against either the unit operator or the

Commissioner shall be entertained in the event of an ambiguity in this Second

SECOND AMENDMENT TO THE UNIT AGREEMENT
FOR THE OPERATION OF THE GRAMA RIDGE-MORROW
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Amendment. The Second Amendment is fully integrated and shall not be modified by

any prior communication, written or oral.
9. Except as amended by this Second Amendment, the Unit Agreement shall
remain unchanged.

\ ;’" 10.  The Premises above are a material part of this Second Amendment.

J 11.  This Second Amendment may be executed in three or more counterparts,
each of which shall Be deemed an original, but all of which together shall constitute one
and the same instrument.

IN WITNESS WHEREOF, the undersigned Unit Operator has caused this Second

Amendment to be executed as of the date set opposite the signature of its authorized

agent.
RAPTOR NATURAL PIPELINE LLC

By: - / ¢ (‘!,/W Dated: May 23, 2001
Name: Barbara A. Sheedlo 7 %be
Title:  Vice President

ACKNOWLEDGEMENT

STATE OF TEXAS )
) ss.
COUNTY OF HARRIS )

This instrument was acknowledged before me on May 23, 2001, by Barbara A.
Sheedlo, Vice President of Raptor Natural Pipeline LLC, a New Mexico limited liability
company.

’ ;;;G‘_:,,;{_v:: [ R P N PR A Pt
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My Commission Expires:

-8 7202
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_ AGREEMENT FOR SUBSUREACE
o STORAGE OF GAS, MQRROW

3 4 -GRAMA " nfbcs ARER, .
LEA COUNTY, NEW MEXICO .

R o oool~14.277

THIS AGREZMENT made and entered into as of the:lf&dgay of
'November, 1975 with an effective date as of the lst.day of Rovembe:r
1975, by and between the United States of America, acting by énd'

tHrough the aecretary of Interlor, herelnafter referrgd to as the

*ynited States”, and Llano, Inc., a New M°71co corooratlon, hlch

offices at Hobbs, New.ﬂex1co, hereinafter referred to as “L]anO"

WITNESSETH:

WHEREAS, Llano is the Unit Opérator of the Grama Ridge Morrow

" Unit - Agreement qovezipg all of Section 34, Township 21 Soukh, Range

34 East and all of Section 3, Township 22 Scuth, Range 34 East, Lea.

County, New Mexico which are lands of the State of New Mexico and

_vuLch said agreement was approved by the Comm,SSLOnmr of Public ands

o —— N

’“of the State of New ﬁEXlCO'On Augus; 27, 1872, and wnlch was entexed

~—— — -

1to for secondary recavery and gas guo*age purposes,

which 1s permitted
under New Maxico statutas; and

o o o = e e A v oA N AT T e A e - -
L PR S el Jaz I2S S22 LT XTTzE2lo Lol Tohe = .2 27 PRI Ehohs
nroa = zne 2ffzctive fazz =F 3z 2 oanit . ~nd
[ TV amm foa mmn eeams e meld e -
HEZREAS, Llzn .3 Thig Twnss End nc-l

0il and gas leases embracing lands of

. and pursuant to the orov*s*on of the Mineral Leasing Ach

(a) 0il and gas lease effective Septamber 1

s
1g6l boarlng gar1a7 anDEf NM 038678 covex i ng
/.~" S .

acrss, mcrs2 ox

ILLEGIBLE



WHEREAS, Llano is the operator of Federal GR-4 No. 1l gas_

well producing from the Morrow formation located in the SEYSELZNWY -

<
-

Section 4, Township 22 South, Range 34 East, being a pé?f—5f~ﬂ§;4

lands hereinabove described, and said well had reached its economic

limit prior to the time gas was first injected into the wells on the

Grama Ridge Morrow Unit Area, and

_ WHEREAS, the State_of New Mexico is the owner of all the o0il,

gas and cther minerals in and under and that may be produced from

the Morrow formation of Pennsylvanian age under Section 33, Township

21 South, Range 34 East, except the SWXNEX% of said Section, which

g

is fee lgnd and the minerals underlying said 40 acres are owned 32.37%
by LBM Cattle Company, Inc. and 67.63% by Merchant Livestock>Company,
and

WHEREAS, Llanc is the operator of a2 gas well producing from
the Morrow formation located in the NW%SEX% Section 33; known as the

South Wilson Deep Unit No. 1 well, and

WHEREAS, it is believed that the Morrow gas reservoir into

shich gas is being injected in the wells on the Grama Ridge Morrow

ynis covers not onlv the “wo sectlons wizihin szld unizt bDu

-a. REn0C 25T no 22

I
[¥2]

Lie <UL In P LIS LT

. o - PR, TT—
e ‘szf{J
WHEREAS, Llano:iproposes to enterx

the Commissioner of Public Lands of the Stats of New Mexico for the

subsurface storage of gas underlying said Section 33 which will be

supplemental to the storage of gas under and pursuant to the Grama

I_ige AcrTow SnLt Agraamenc, and
WHEREAS, nlano is Jdesirocus 2f uwltil zong che Merzow IZrmatlicn
underlving Section 4, Township 22 Scuth, Range 34 Taszst Zox ih2 u

{
Ll
¥
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by Fi)

subsurface gas sitorage ggreementiwhich Llano proposes

P -

.enter

nto with the Commissioner of Public Lands of

>

the State of Rew Mexico

iovering portions of Section 33, Township 21 South, Runge 34 kast, and

WHIEREAS, Llano desires to store said gas under

sction 4 in

the wvertical interval Efzgggn 12,778 feet and 12,255 feet bulow the

r SU

rface in the Morrow formation of Pennsylvanian age as shown by the

Gamma Ray—-Sonic Log in connection with the Federal GR-4 No. 1 well

hereinafter referred to as the "gas storage reservoir area™ and ~

Act Revision of 1960) provides that: - . : T

;
< “.

WHEREAS, the Mineral Leasing Act as amended (Mineral Leasing

“The Secretary of the Interiorx, to avoid waste )
or to promocte conservation of natural resources, . -
may auvthorize the subsurface storage of oil or .- . ’ i

gas, whether or not producad from federally owned -

lands,

NOW,

SECTION

in lands
this Act®.

‘CHEREFORE,

leased or subject to lease under . ’ :
it is mutually agreed as follows: .

l: The United Stztes, in consideration of the condi-—

tions and covenants to be observed as herein set forth, does hereby

.wthorize the exclusive use by Llano of the gas storage reservoir area

>r underground

gas storage purposes and does hereby exclusively

._/
.sald gas storage reservolr area to

States does hereby authorize Llano to enter upon

e —e =

discration, advisable. The United

e

the surface of the

the extent that said surface is

Lohal

e 3 3 Szl
- B i . // ~ - .
L Inject gas into of prcazgé gas Zrcm the aqas
. 4
-
\\_/_/
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shall be approved
by the 0i1 and Gas_Supervisof of the United States Geological Survey

storage reservoir area to the exteant thalt such work

as necessary or incident to the rights granted to Llano pursuvant to

this agrcement. Llano agrces to conduck 2ll operations herein

authorized for the lands subject to this, agreewment in accordance with
the 0il and Gas dperating Regulations generally applicable to federally
owned 1anés {30 CfR 221). sSubject to any necessary protection of
environmental values as determined by the Supervisox, tﬁe United

States does hereby authorize Llanq to construct, install, ﬁaintain,

and remove structures, pipelines, casing, drips, valves and other

appliances necessary, useful or convenient for the purpose of this

agreemant.

SECTION 3:

This agreement shall remain in force and effect
for a period of five years and so long thereafter as Llano shall

continue to use the lands for underground gas storage purposss unless

sooner terminated as provided in Section 9 hercof, and the leases

creinabove described shall be and are hereby exiendzd for the lifev/!

)

this agreement. :

SECTLON 4: Nothing in this ac

@]
i

gas 3Lovags reserveln i

Shculd a federxal lease covering lands within the qas storage

res2arvolir area b2 relinguished the United

e e

States reserves the right

_toissue a new lease or leases thersefor, subject to the conditicn

that the Morrow formation shall k= sunlndad

3 g e e e T — " ~
SO RR IS L~ 154 T2 TN LENY LEAs (o3 ?4
e e JR—

leases and srovided further that

that all opsrations: conducted

v

theveon
, e ————— :
shall be dene in a good and workmanlike manner so az (o praveni the
l:ss”;; 55; sut of the Morrzow formation underling *ha <asz
[ . a en
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If Llanoc demonstrates to the satisfaction of the Area‘oil

and Gas Supervisor of the United States Geological Survey that stored

[}

as is migrating from the Morrow formation to other formations ox

at. s

-
x

tored gas is expanding beyond the limits of the 4as slorags
roservoiyr area, then with the concurrence of the affected lessces

{if other than Llano) under outstanding oil and gas lease: cavering’
such lands and/or formations, this agreement may be amended to include

such lands and/or formations subject to the same terms and conditions

+hen applicable to the lands and formations previousiy committed to
agreemant.

In the event that it should be determined that‘landg and

formations subject to this agreemesnt axe 3.» longer needed for the puxpos
herein stated, said lands may be eliminated from the gas storage reser-—

voir area by filing a reguest and supporting geblogic and engineerin
¥ . S ng ng

o9

ata, with a suggeasted effective date, with the Aresa 0il and Gas Supar-

vi

n

or.

SECTION 5: All stored gas shall be measured vhan injected

nte and withdrawn frcom storage, a2nd a record thereof shall be kept.

thizty days

afzer 2ach calendar vear guarizry 2 osiztazment Sy Llanc showaing che
ozl ancuni of gas intacted inito an ;Zzhdrawn from said gas sLorxags
raszervolr éuring that preceding calend

dar year guarter. The amount of
injected and withdrawn sach quarter shall be computed

daxd pressﬁre of 15.025 pounds per sguare inch absolute and

the Area 01} and Gas Superviscr of

—— i

A nlakaslngel z N e PR o~ - - - o= :
SWmTTICN S LOANTD 2UIEES 2l 2n2CUuToacn and fhe 2ifsctive
cdate oI the within agraoemesni, eithar:



(2) To furnish forthwith, and maintain at all times thercafter,

as may be required by the United States, a bond in the pénal sum of

$15,000.00 with approved corporate sureﬁy, conditioned upon compliance

with the terms of this agreement; or

{b) To deposit with the United States security in the sum of
-$15,000.00 in such form as is acceptableito the United siates to

guarantee compliance with the terms of this agreement.

SECTION 7: As of the effective date of this agreement, the

economically recoverable reserves of native natural (primary) gas

to 500 psi shut-in tubing pressuré remaining in that part of the

resexrvoir underlying Section 4 was zero (0} MCF. As of the effective

1,1975
date Uovthls agreement Llano had injected a net total of 4,861,773 MCF

of extraneous gas into the wells on the Grama Rldge Morrow Unit. For

the purposes of this agreement it is assumed that 1/4 of said net

injected gas has migrated to that portion of the resarvoir underlying

Section 4 and therefore Llano agrees to pay to the United States upon

execution of thlS agresment for its {lessor's) share as royalty a

lump sum of $27,985.57.

Twenty-five percent of the previocusly injected gas referred to

above 1s econcmicallv reccverable from the faderal leases embracing

Section 4. Said twenty-ZIlve TL,I2LZ 0442 uCR, mav be
withdrawn Irom the r2servsir wiithout the cavment 27 additicnal rovalsy
or withdrawal Zees. It 1s Zuxther agrsed that thie Zirst 4,361,773 MCF
of gas withdrawn after the effe ctive date hereof shall be considered

as that which was injected prior to such date.

For the purposes hereof, "extraneous gas" shall mzan the total

1

amount which has been withdrawn.

extranecus gas injectad prior to or_after the effective d

T

shall be considered as *indigencus cas"J ALl




total acreage within the gas storage project and as to the federal
leases in Section 4 shall be subject to royalty at the rate specified

in the respective leases. The production of all indigencus gas shall

be pursuant to such conditions and formulas as may be prescribed or
approved by the'gupervisor of the Geological Survey and the Commissioner

of Public Lands of the State of New Mexico.
3

SECTION 8: Llano agrees to pay the Unit;d States an igjection
fee of $.0025 per MCF and a withdrawal fee of $.01 per MCF on 1/4 of

all gas injected or withdrawn from the resexvoir through any wells
located on the Grama Ridge Unit Area or on Section 33, Township 21 South,
Rnage 34 East or Section 4, Township 22 South, Range 34 East during

each calendar quarter; provided, however, that no withdrawal fee shall
be requiredon withdrawn gas considered to be indigencus reservoir gas.
‘Such quarterly injection and withdrawals fees shall be paid on or before
30 days after the énd of each calendar quarter. Llano further agrees

to pay an advance annual storage fee of $640.00. Such payment repre-

sents a fee of $1.00 per'acre and shall be paid not later than 30 days

after the ffective date hereof and on each subsequent anniversary date.
SECTION é (a): The amount of the injection, withdrawal and

rge 22235 set cut in Sectlion 3 hersof sh

renegotiate new fzes on terms mutually acceptable to
Llano shall forfeit its right to inject new gas but the payment of
withdrawal and storage f;es at the prior rates shall continue and
Llano shall have not more than 10 vears fr-m such 222z 7

in which to comrclete the withdrawal of gas and o
o 3
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(b} The United States reserves the rignt to terminate this
agreement at any ﬁime if Llano ;hall violate and shall continue to
viclate any of the terms, conditioﬁs or provisidns of this agreement
for more than 30 days after receipt by Llano of notice of such vio-~
lation by registered or certified mail from the United States.

SECTION. 10: 1In connection with the peiformance of work under

this agreement, Llano agrees to comply with all the provisions of

‘Section 202 (1) to (7) ipclusive, of Executive Ordexr 11245 (30 F.R.

12319) as amended, which are hereby incorporated by reference in

this agreement.

SECTION 11: Llano agrees to keep open at all reascnable times
for theinsbection of any duly authorized officer of the United States,

the premises ccovered hereby and all wells, improvements, machinery

arnd fixtures thereon, and all books, accounts,

‘pertaining to cperations hereunder or the payments herein provided.
re g S P

SECTION 12: It is understood and agreed that the United States

expressly reserves the right to utilize the surface, lease, scll or
otherwise dispose of, the surface of any of the above described lands

so far as said surface 1is owned by the United States and is not neces-—

sarv for “he use of Llanc in the

B —ie 3 Vo T e o m v men S
oA B O 2 13 A4a.3C TUhrtiner agreed

< nc member OI Cr
delegate to Congress or resident commissioner after his slection or
appointment or either before or after he has gualified and during

his continuance in office, and that nc officer, agent cr employee of

the Department of the Interior shall be admitted to any share or parr

meter charts and recoxds

T ™

C



SECTION 14: 1t is fﬁrther covenanted and agreed that each
obligation hereunder shall extend to and be binding upon and every
benefit hereof shall inure to, the successors or assigns of the
respective parties hereto.

IN WITNESS WHEREOF, the United States, acting by ;nd throﬁgh
the Secfetafy of tﬁe Intexior, and Llano by its president ana.secrétary,
hae executed the foregoing instrument and said Llanc has caused its

corporate seal to be affixed on the date of execution.

THE UNITED STATES OF AMERICA

y Hw éw&&“

. ] ) Secretary of the Interlor

PI&Sﬂaent\..27

STATE OF NEW MEXICO

)
: Ss
COUNTY OF LEA )

The foregoing instrument was ackﬂowledge” before me this J5

day of February, 13756 by X\Q”uzao[— ) Xﬂéhhib( ,
: (
Tresident of Llars, Inc.. & New Mexico cs::o:ati:né ocn behall oI sald
corporaticn.
¥y Commission Zxplras: }U ' 7
Oa,hlj¢ )80¢ Notary Public

v
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AMENDMENT TO THE AGREEMENT
FOR SUBSURFACE STQRAGE OF GAS, MORRQYW FORMATION,
GRAMA RIDGE AREA, LEA COUNTY, MEW MEXICO
AGREEMENT NO. 14-08-0001-14277 -

THIS AMENDMENT amends the Agreement For The Subsurface Storage of
Gas, Morrow Formation, Grama Ridge Area, Lea County, New Mexico, Agreement No.
14-08-0091-14277. This amendment is made and entered into as of this _is5th

day of  Aeril 1381 , with an effective date of 1st day
of : April 1981

, by and between the United States of America,

acting by and through the Secretary of -the Interior, hereinafter .referred to as .
the "United States", and Llano, Inc., a New Mexico corporation whaose principal

place of business is Hobbs, New Mexico, hereinafter referred to as "Llano™.

WHEREAS, there exists an Agreement For Subsurface Storage of Gas,
Morrow Formation, Grama Ridge Area, lLsa County, New Mexico, Agraement Mo.
-14-08-0001-14277, made and entarad into as of the 24th day of November, 1875,

with an effective date of the 1st of Hovemper, 1975, by and between the United
.

States of America, acting by and through the Secretary of Interior, and Llano,
R

Inc., 3 New Maxico corporation, heresinafter the "Storage Agrezement”, and
——=

WHEREAS, Llano is the unit operator under ithe Unit Agresment for The

Nmy = S ThWn YA 2 i ~ P o Avama Ammas T LT
Ccerztion 37 The Grama Riige Mor-ow Uatl Area coveriag 3 z

= 3 - haleRal AT N ~ A - . o~ ~ B
B ingd 3 3T et o 27C. R3as 2z lsunt ISR Siiols IR
el
P S - o e - - -~ P VN L a0
ir= incs 2 TS LIt o N2 e ing - N 30 doyeameanT &3 3006 =12

tne Commissioner of Puo:ic Linas OF the 3tate of dew Mexico on August 27, 1973,
as amanded by Amendment dztad Septamber

1, 1974, 2 dnclude ns above rafarenced

Secticn 3Z, and

FURTHER, such Unit Agrzement arovides for sac

[®)

ncery racovery and Jas

3T0r3ge SUrgosas, ai. 97 wnion 1S permiiiod unaer Rew Mexiz

o tea Mexico sTtatutes, and

fagie} < T - —aag AT By - =

HEREAS, Section 4, TZZS, RZIED, was 3sled LooLhe

Unis Arzz Bwoasersval through the Sacrziavy oF lataotor o7 ne lgresment Tor
RPIOR : = 1 P DTS Ny 2 AT -~ N
LSy Cz -LarzQe o 223, NuRceT J=- Ul Loe, and
I0AGS, TRET Tno Llrift o tovsamanl NI @ Amenaes T3 N0 UGE 3IRer 1andas -
oI ITANE D INe 13 TTorIga tnl s ires . 2 Tt oTrR oA T T

ILLEGIBLE



,;: conditions then applicable to thé»]ands and formations previously comaritted to
the Storage Agreement, if Llanu demonstrates tb the satisfaction of the Deputy
Conservation Manager Uil & Gas, United States Genioaical Survey that stored

gas is migrating from the Morrow formation to other formations or that

stored gas is expanding beyond the limits of the‘gas storage resarvolr area.

WHEREAS, Llang is the owner and holder of the following o0il and gas
-leases embracing lands of the .United States issued under the Mineral Leasing

Act.of 1920 as amended:

a. Qi1 and gas lease effective April 1, 1958, bearing serial number

NM-033312 covering the Wi and SE% of Section 10, 7225, R34f, and containing 480

acres, more or less.

5. 01l and gas lease effective April 1, 1960, bearing serial number
-049943 covering the NE3 of Saciion 10, 7225, R34E, and containing 150 acrss,

more or less.

WHEREAS, Llano is the operator of a gas well producing from the Morrow

formation lcoated in the SELNWR of Section 10, known as the Llano-Government "A”
————— e
No. 1, through this zmendment, desires to add the Liano-

AT Me. 1 owelld
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AREAZAS, Ciane acguired tne intarasi 97 The Sug2rior Jit Comgany in
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ic well being dedi-
, 18686, betwsen The Superior

217 Company and Phitlios Petrolaum Company and Cantract dated Augus:t 231, 1964,
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Order issued October 29, 1979, by the FERC, hereinafter "FERC Order®, subject

to the- stipulations that the remaining recoverable reserves of 413 MMCF of gas

.. {at 15.025 psia} as of September 1, 1978, shall be delivered to Phillips from

the Government "A" No. 1 well or from- the Grama Ridge Storage Project at rates
up to 750 MCFPD until the remaining resarves have been delivered and Phillips
shall pay for the gas delivered at the same price per MCF which would have been

paid under the June 13, 1966, percentage of proceeds contract.

. NOW THEREFORE;. it .is mutually agreed as follows:

SECTION 1: Section 8 of the Agreement For Subsurface Storage Of Gas
shall be amended to read: Llano agrees to pay the United States an injection
fee of $.0025 per MCF and a withdrawal fee of $.01 per MCF on two-fifths {2/5ths)
of all gas injected or withdrawn from thq\zsservo1r through any wells located on

\_/—___/A—\q-_
the Grama Ridge Unit Area or on SectxonzggJ;Iownsh1p 21 South, Range 34 East, or
N T
Section 4, Township 22 South, Range 34 East, or Section 10,vTownsh1p 22 South,
Range Qﬂ,East, during each calendar quarter; provided, however, that no with-
drawal fee shall be required on withdrawn gas considered to be indigencus reser-
ioir gas. Such quarterly injection and withdrawal fees shall be paid on or

before 30 days after the end of each calendar quartar. Llano further agress

o 2ay in advance annual 3Tsrage Fae o7 31,220.00.  Such seyment regrasenis a

SeCiiCh 2: Liano agrzes to prepay the royalty due on the balancas of

the 413 MMCF ramaining recoverable raserves which have not been groduced from

tha Govarnment "A"” MNo. 1 welil as of the affective date of this Amendment, such
swanczumart T3 he Sicsd o- e t3s 2wiaa oizopzt Toedh Y otha TEET Oeder
STITICN To 0 ATT szhar orovisians of the Agreement Tor Subsurtaca 3iorige

Of Gas. Morrow Farmation. Grama idee Area, L2z founty. New Mexico, Moo

R A A N =550~ niharcac



IN WITNESS WHEREQF, the United.States; acting by and through the
Secretary of the Interior, and Llano, by its President and Secretary-Treasurer,
have executed the foregoing instrument and Llanc has caused its corporate seal

to be affixed on the date of execution.

THE UNITED STATES OF AMERICA

By &M‘( Q,( /C)Ld AUG-17. 1;31__

Acting Secretary of the Interidr

T LATIESTh, - LLANO, INC.
e - h,; ) B . A .—-,—,// .
gt X Nl ¢ By /.n—u,)‘, ol i~
cretaryireasurer/ / Bresident N 7
PRI ‘ : t //



STATE OF NEW MEXICO )
) ss

COUNTY OF LEA ")
The foregoing instrument was acknowledged before me this '4,412'"

day of %p&f , 1981, by Donald L. Garey , President
4 .

of'Llano, Inc,, a New Mexico corporation, on behalf of said corporation.

..... ’ -

4

_ a0 /

: ' . A .

. oL i P . .
Y e : \é/ £ ‘—14)\/ //(f(r‘,‘qt/.M{G
. i ’ 7 )

" Notary Public
My Cbi‘r‘inissionffgiéi‘reé:' '

Y 34. 02




R. W. Byram & Co., - April, 1973

(LANGLIE-MATTIX ‘‘B-4"’ PENROSE (QUEEN) UNIT - Cont’d.)

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

(4) That this order shall become effective upon the approval
of said unit agreement by the Director of the United States
Geological Survey; that this order shall terminate ipso facto
upon the termination of said unit agreement; and that the last
unit operator shall notify the Commissionimmediately in writing
of such termination.

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

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

SRAMA RIDGE MORROW UNIT
Lea County. New Mexico

Drer Noo R-4473.0 Approving the Grama Ridge Morrow Unig
Agreement. Lea Countv New Mexico. Januarv 29. 1973

Application of Llano. Inc. for Approval of the
Grama Ridge Morrow Unit Agreement, Lea
County. New Mexico.

CASE NO. 4895
Order No. R-4473

ORDER OF THE COMMISSION

BY THE COMMISSION: This cause came on for hearing
at 9 o'clock a m. on January 17. 1973, at Santa Fe. New Mexico
before Examiner Elvis A Tz,

SECTION V

New Mexico Page 269

NOW, on this 29th day of January, 1973, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS: )

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

(2) That the applicant, Llano, Inc., seeks approval of the
Grama Ridge Morrow Unit Agreement covering 1287.16 acres,
more or less, of state lands described as follows:

LEA COUNTY, NEW MEXICO
TOWNSHIP 21 SOUTH, RANGE 34 EAST, NMPM
Section 34: All

TOWNSHIP 22 SOUTH, RANGE 34 EAST, NMPM
Section 3: All

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

IT IS THEREFORE ORDERED:
(1) That the Grama Ridge Morrow Unit Agreement is hereby
approved.

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

{37 That the umt operator shall file with the Commission
1n executed arigina: or executed counterpar: ot the unit agree-
ment within 30 davs dfter the =2{fective date thereotf: that in the
svent of subsequent joinder DY ANV pArTY Or £Xpanslon or con-

U i The anid a7 -0. e dnic e rant T shall D owith the
thereatter counterparts of the
Subsoripuon o7 those inrerosts

Commissicn i
unit agreement T -tleeoning
having oined or ratified

(4} That ths order shall become effective -1pon the approval
of said unit agreement by the Commissioner of Public Lands
for the State of New Mexico: that this crder shall terminate
ipso facto upon the termination of said unit agreement: and that
that last umt operator shall notify the Commission immediately
in writing of such termination.

(5) That jurisdiction of this cause 1is retained for the
aprrv s znoh o fershar oarders 3z che Cammis<ion mav deem
necessary

DONE it Santa Fe. New Mexico on the dav and vear herein-
above desiznated



L CONSERVATION COMMISSION
T OSTATZ Q:Au~h MEXICO

Iy THE MATTLR OF THE HEARTNG
CALLTZD 2Y TR OIL CCHSERVATICHN
- CoOMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING

¢

"CASTE NO. 4396
Order MNo. R-44931

APPLICATION OF LLAMNO, INC.,

FOR GAS INJECTION, LEA
COUNTY, MEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on January 17,
1973, at Santa Fe, New Mexico, beforxe Examiner Elvis A. Utz.

NOW, on this 16th day of March, 1973, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

(1} That due public rnotice having been given as reguired
by law, the Commissiocn has Surisdiciicon ¢f this causszs z2nd :-hs
subject matter thersof,

(2) That the applicant, Llano, Inc., is the operator of
the Grama Ridge horrov Unit Area comp cising some 1280 acres,
more or less, of lands in Section 24, Township 21 South, Range
34 East, NMPM, and Saction 3, Township 22 South, Range 34 Fast,
IiPM, Lea County, New Mexico. ‘

(2. That e applilicant croposes to inject purcaasad gas
for storage purposes into its State GRA Well No. 1 located in
Unit E of the aforssaid Section 3 and its State GRB Well No. 1
located in Unit L of the aforesaid Section .34, injection to be
intc ths perforated intervals from. 12,827 to 12,847 feet; 12,98
to 12,985 £feet, and 13,010 £2 123,021 faet in s¢‘ﬂ Stzta GRA
Well No. 1, and the pezforate& intervals from-12,921 to 12,934
feet, 13,020 to 13,022 feet, and 13,051 to 13,073 feet in said
State GRB Well No. 1, all of said perforations being into -
’**agu ar and non-continuous sands embedded in the shale-
matrix of the Morrow rormat;on, Crama Qidge Morrcw Gas Poox.




(4) That while there are other wells than the aiZoresaid
State GRA Well No. 1 and Stzte GRB Well No. 1 prcducing from
the Morrow formation of said Grama Ridge-Morrow Gas Pocl, the
evidence indicates that said cther wells are preducing from
separate sand stringers not in communication with the prcposed
injection zones.

(S) That the. applicant proposes to initiate and conduct
its gas storage operations in the subject wells in accordance
with a 3-phase plan as follows:

Phase I - General conditioning of downhole well eguipment
and installation of surface, testing and metering facilities.

Pilot test in order to determine by pressure analysis the limits

of the Morrow reservoir and tnhe compatability for gas storage.

Phase II - First installation of permanent compression
equipment to expedite fill-up operation after soundness of
underground Morrow reservoir is estabklished.

Phase III - Installation of additional compression after
evaluation of Phase II has corroborated the reservoir limits
as determined in the Phase I evaluation and final fill-up to
2500 psig surface pressure.

(6) That the injection of gas into the subject wells

or gas storage purposes, and the subsequent withidrawal oI
uch gas for transpcertation to market, will not cause wast
~myrm ] ade s g - 5
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IT IS THEREFORE ORDERED:

(1) That the applicant, Llano, Inc., 1s hereby authorized
to inject gas for storage purposes, and to subsequently with-

draw such gas, in the perforated intervals from 12,827 to 12,847

feet, 12,984 to 12,985 feet, and 13,010 to 13,021 feet in its
State GRA Well No. 1 located in Unit E of Section 3, Township
22 South, Range 34 East, NMPM, and in the perforated intexrvals
from 12,921 to 12,934 f=zet, 13,020 to 13,022 feet, and 13,051
to 13,073 feet in its State GRB Well No. 1 located in Unit L
of Section 34, Township 21 South, Range 34 East, NMPM, Grama
Ridge-Morrow Gas Pool, Lea County, New Mexico.

(2) That the applicant shall notify the Santa Fe ancd
Hobbs offices of the Commission and the Commissioner of Public
Lands for the State of New Mexico upon commencement of each
ohase of operations as cutlined in Finding No. (3) akove.
Further, that the applicant shall file mcnthly reports of
injected and gas withdrawn as required by Rule 405 of the
Cormiszsicn Rules andé Regulacions,

19
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(3) That jurisdiction of thisz cause is retained for Lhe
entry cf such further orders as the Commission may deem neces-

DCNE at Santa Fe, New lMcxlico, on the day and year herein-

STATE O NEW MEXICO
OIL CONSERVATION COMMISSIONM

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

BRUCE XING, Chairman

™ A A
S E AL ALEX J. ARMIJO, Mewber

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



. gTATE OF NEW MEXIS
DNERGY AND MINZRALE DERARTHEWT

977 CONSERVATION S0MMISSTRY
TN THE MATTER OF TIE ETARING - T
CALLED BY THE OI% SONSZRVATION /
COMMISSION FOR THEY PURSOST oF ;7 /
CONSIDERING: -/
CA8F MO, 3088
@3‘5.@2’ EQ ° §575§2
APPLICATION OF LIANG, ING. FOR
SPECIAL WELL TESTING REQUIREMENTS
OR EXPANSION OF ITE GAS STORAGE , EeTiend S il

PROJECT, LEA COUNTY, WEW MEXICO.

ORDER COF THE COMMISSION

BY THE COMMIESION:

Phis cauvge came on for hearinmg 2t 9:90 8.m. on May 18,
1584, at Banta Fa, ¥Yev Mexico, befors tha 0il Consazvation
Commissicn of Hew Hexics, hersinaftazr referred oo ag the
*Commiggion.®

NCW, om this g%%& day of June, 1284, the Commission, a
Fuozum being present,; raving considered the teatineny presentad

and the axhibita zeceived 2¢ seid hearing, and being sully
advised in the premiges,

FINDS:
L
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{2) That the spplisant, Liame, Iaz=., iz the cperazss of
thy Grama Ridge Norzew Unii which waz approvad by zha
Commissicn on Januazy 28, 1873, by Ozder Nog R=4473 and has
teen subsaguantly asxpanded tz iaclude zthe folibwing desczibed
gtate landa: '

LEA SOUWNTE, ¥EW MELICT . BMREu
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S@ftiens 33 ang

PAFCITIZT 2 300TYE . R2MGET 34 123, WRISW
Bection 31 &Ll
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Ssge Me, 2388
Szdezr #He, B=7EId

Range 34 Za2t, WM, uadsr whish a3 gcorage Tighws have
seguizes by a@gliéa t ghrougz %ﬁ“%ﬁﬁéﬁ“ with X 8

- a
scting by and =hzough the Seczetary of the Iazerisz (Agzeem
S5z Subzusfzcs Stszazs of ﬁ&gg Heozzew Formatisn, Grate Riig@
Arsa, Lea County, ¥ew Hexizo, Agssement Ne. 14=08=0001-14277,

28 szmazded) .

{4} That Llanc inijects gaé inte the Morzow formatcion in
itg GRM Cnit ¥ell Be. 1 (formerly 8tats GRA ¥Wall o, 1) loeated
im Unis 2, Sectice 3, Tewnship 22 Socuth, Rangs 34 Eags, NMPM,
and in the GEM Tnit Well Bo. 2 (Zormerly Scate GRE ¥Well ¥e. 1)
lecated in Unit L &f Sectlen 3¢, Townsghip 21 South, Range 34
Bzst, FMPM, Grazma Ridge-MoOrrew Gas Pool, lea County, New

Hexigs, purswant ts Commiszionm Ozdar R-4451 gntered on Macsech
15, 1%73.

(8 That L & 2 01l Company propeamse 2o dxill iws Pedsral
Well Ne. 1 at 3 lacaﬁi@n €38 feet frcm the Bouth line and 13580
foat fzos the Zas:t line of Zectlon 5, Towaship 22 3cuth, Rangs
34 PBamh, MEM, whizk dizeetly o2ffmezz ths Llazno IStorags
Pre=ecs

P F T T tmnnd&rz&& cf the Grama Ridge Starags
‘cznnet b preclasly determined.

mhat L & 8 Dil Company propeses to s@st and pogsid’
ts Faderal Well No, 1 in the same MNorzew interval
which Llano _ngacts‘ﬂa°u*a’ gas for gtozage and in so

suld Himags Llano'z 3%sTage srodect 2nd 3zoduca gas
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Czder Ne. Re7
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{1} Thaz :h@ applisant, Llams, ing,, shall De permitts
2z 1¢s optism, 2 zun an RET l@g B2 the L & B Cil Company
Federagl Wall No. 1 ¢ be dzilled &t a locatisn €30 fset £2om
ene South line and 1980 feet from the Eaegt line of Seckison &,

B - é
Township 22 Seuth, Rangs 34 Bast, WMPH, lLea County, NWew Maxis

a\aevc 9

= A
£

¥

{2} <That L & B Qil Company shall previde Llame, Ins. wish
the fslleowing informatiom o2 the said Federal Wall ¥s. 1 £

1 Ezeom
cae top of the Mozzow Clastiss o total depth:

{a) Drilling data, ilncluding time, weight, kix
changes, ate.

{(2) Coples of dzill staem tasets.
{&) Mud lsg infacmatisn.
{d; Samples or &rilliag scuttings.

{@) Copy of the CWL-FBC persmsity log or equivalans
pezogley log.

{3) Within twenty-Sgus hours z2fiez racsizt of tha data
raguized ia Paragrzaph {(2) ef this Oxdez, Llanc at iz 3els
ﬂi@@rﬁtivﬁ; ghall &szeazminae 12 ths mc::@w fozmatian in 2hs
T % B 2Ll Zampany w@g@ i3 s3ezuscurally wguivalaps 22 Llizas's
gmzzage z;s“@m and ghall metisy L 3 3 §$L Zempany aad 2he
2223088 w2diss af ,“s 2l S=ngervazisn Divisign iz ncawép M
Haxizs, whethss 87 323 4% will Tun zn ERY lss on zha wall,

{4) T2 Lliame, Inc. desides e zun 3n 3FT log =n tha well:

(8} L & B2 04l Company will temporarily turn osves

sentzsl of the wall 2o Llane, Inz. for the scla

surpesa of “uﬂﬁi?g an RYT log 2zem the top of

the ¥orzow Clasticss 43 the well's 2=+al dapth:
i3]

Llane will maks a2l AZTANSRMARTS wish zae
32E¥ice sompany 2 zun 2he RPT l=g;

€

i} Liane will me liaklia 27 zavy famage 2o the wall

mmm,xg =me zime Llzas a2z ssaszzsl 3 3B 9ell 2
¥ill ’@*r=“*s§ L3 B 2Ll Company fzz zig 2ime =S
23z %he ;@:Laé whilz Llans 1z deg=aszzmi

-<r
=ezmia
2z et =2 zunm 2ha RIT 1z, 7ig zims soEec iavsived Lo
unAlig a8 ZST lag. and azv znasr =282F ilneuzzsd v
L& B 21l Sempeny as 3 zzauli =f zenning zhe REY log.
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L . 3 ge % 4 2 - x
i4d) Ilaas will ;:@m@;;@ saéﬁagwigh SERTTIL of the wel
g S :

{e) Llamec will fuznish 2 sopy of the RFT lsg an the
wvall te L & 3 @i‘ Camanya

PROVIDED PURTEEN, thet L & 32 2il. Company wi;.m net zun
casing 15 the well antilrLlams has zun ¢he RFT 1 icg on the well
or failed ¢ meotify L & B Ol campany and the 0il1 Consarvaiiocn
Division's Digtrict OFffize of itg intsntisn te run the RET log
iadaeceraanca with the provizicns of PFaragreph (3) of this
Crdaer.

(8) t 1€ it i3 establighed by the data chtainsd from
the RPT log tBas 2he MosTow stringers im the said L & B wall
hav& preasuzes similar 2z those of Llans' g gag gtozrags project,
L & B 01l Company shall not ;*@éuc@ gas Irom thesge gtringars
and aball demongtrats this fact o the amtigfaetisa gf Llane,
Inc. and the Digtrice 0Zfizs of the Bil Comservatisn Divisiznm
located in Bebbg, New Mexics.

{8} That Jurigdienien ef <hls cause ig zstained fer tha
antry of such 2further erders ag the Commissicn may deem
agceBIATY .

) CONE 2t Sants Te, ¥ew Mexice, s the day and veacs
aeraizabeve dezignatsd.

ZEW Y IR AN ﬁm E i rgate)

o o e s St = ooy T an m

S5 TOHNESRYATION JUMMISEIOW

vad BACA, Hembes

: %""‘ R “1? ﬁ@;@@ﬁ

ﬂ ’{g /{fi’bafj ~
;} S {jv
=

E : 3 ‘@ﬁgﬁ‘a? ‘,Ez_ai@a ;;‘;;

Sgcretazy

i
o

;1,,.\«
4o



LA

/gtgf;mao, Hobbs, NM 88241-1980 State of New MexXico @ j Form C-101
o

istrict 11 Energy, Minerais & Natural Resources Departmen Revised Octoper 181994
811 South First, Artesia, NM 88210 . ) Instructions on back
District 11 : Submit to Appropriate District Office
1000 Rio Brazos Rd., Aztec, NM 87410 OIL CONSERVATION DIVISIO slt:ate fease - g gopies

ee Lease - i
District 1V 2040 South Pacheco oples

2040 South Pacheco, Santa Fe, NM 87505

Santa Fe, NM 87505 [__JAMENDED REPORT
APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE

1Operator Name and Address 20GRID Number
Nearburg Producing Company 015742
3300 N A St., Bldg 2, Suite 120
Midiand, TX 79705 sAPI Number
0935 Bygy
«Property Code sProperty Name sWell No.
) 3532 _ | GramaRidge East 34 State 1
~Surface Location
UL or lotno. | Section | Township Range Lot ldn Feet from the North/South line Feet from the East/West Line County
H 34 218 34E 1548 North 980 East Lea
.Proposed Bottom Hole Location If Different From Surface
Ut or lot no. | Section Township Range Lot ldn Feet from the North/South line Feet from the East/West Line County
sProposed Pool 1 oPropased Pool 2
Grama Ridge Morrow, East
nWork Type Code 2Well Type Code wCable/Rotary wlease Type Code 1sGrourd Level Elevation
N G R S 3689
1sMulitiple 17Praposed Depth aFormation wsContractor 0Spud Date
No 13700 Morrow Patterson 03-05-00
sProposed Casing and Cement Program
Hole Size Casing Size Casing weight/foot ] Setting Depth i Sacis of Cement 1 Zsnmateq TCC |
17-12" 13-3r8" 48# 1200° | 800 sxs Circ tc surface
12-1/4" g-5/8" 24# & 32# 5700' 2000 sxs Circ tc surface

8-3/4" 5-1/2" 17# & 20# 13700 1500 sxs

"Descnbe the proposed program. If this application is to DEEPEN or PLUG BACK give the data on the present productive zone and proposed new productive zone.
Describathe blowout prevention program, if any. Use additional sheets if necessary.

Propose ic dnll the well 1o sufficient aepth (0 evaiuate the Morrow formation. After reacning 7D, :0gs wmiil oe run ana casing set r're
evaluaticon is positive. Perforate, test and stimulate as necessary to establish production.

Acreage dedication is 320 acres; N/2 of Section 34.

e
P
“i hereoy certify that the :nformation given above s irue and complete to the
best af my knowledge and belief. OiL CONSER\/AT‘ON DIVISION
hY
Signature: - - MEE S— Aoprovea 8y: Q// N N\ -—~\
2 ‘ - -,\_.\—ﬁ’aw\'cs«\/' 5 TN 2L - ”"’(L'J
Printed name: \ . Title:
Kim Stewart o P {
FTIST N e
Title: ) Aoproval Date: ‘— - - = ~=—- ... . | Exoifation Date:
! Regulatery Anaiyst e e - ‘ Lo e
L) 3 i ~ B
Zate. Ahona: | Conditions orf Ao"r"va\
230 5 .a218
: 02-23-C0 315/686-3235 Atiacned: [




LT I State of New Mexico Form C-102

: -~ Revised February 10, 1984
e s 2nergy, Minerals and Natural Besourcss Dapartment Submit to Appropriats Digtrict Offica
State Lease — 4 Copies
,STRICT I - :
_..a.s Drawer DD, Artseis, NM 33211-0710 Fee Lease 3 Caopies
RICT I OIL CONSERVATION DIVISION
Rio Brazos Rd., Axtec, NM 87410 P.0. Box 2088
DISTRICT IV Santa Fe, New Mexico 87504—2088 O AMENDED REPORT
P.0. BOX 2088, EANTA FE, N3 27604—2083

WELL LOCATION AND ACREAGE DEDICATION PLAT

API Number Pool Code Pool Name
30-03.:5**3”7‘[59 77690 Grama Ridge Morrow, East
Property Code d Property Name Well Number
Q_ 5.5 GRAMA RIDGE EAST 34 ST. 1
OGRID No. . Operator Name Elevation
15742 NEARBURG PRODUCING COMPANY 3689
Surface Location
UL or lot Ne. Section | Township Range Lot Idn Feet from the | North/South line Feet from the East/West line County
H 34 21 S| 34 E 1548 NORTH 9390 EAST LEA
Bottom Hole Location If Different From Surface
UL or lot No. | Section | Township Range Lot Idn Feet from the | North/South line Feet from the East/West line County

Dedicated Acres Joint or Infill Consolidation Code Order No.

320 N
NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETICN UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
. OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION
= T S = ~ ~ " X o £ N < e X
- N 5 -5 = B o S 7 > S A\

I hsraby ceriifly the the informaiion
w \Mm{nmmﬂmhhhm
N P best of my inowlodgs ond bebiaf.
=z \
X - N\ .
B f R ‘ —
| | | Ko Sle e M
N ! N\l Bignatora- H
1 Kim Stewart i
N o= 230 '\ Printad Nama
J N Regulatory Analyst
S V Title
N February 23, 2000
N Data
\L 2 \[\
N ' % . 3 : . ! . 3 SURYEYOR CERTIFICATION
P R e — R R " AN N N N e NS

OPERATOR CERTIFICATION
\

7 Asvety oeri(fy dhadi ihe well lecadion shewn
on ihis piai was plotied jrom jlsid noles of
sciuml ywrveym made dy e or under my
¢ supervigen and that the zmwme {2 {rw and
} ' ' | | sorreat to the dest of my seiar.

FEBRUARY 21, 2GCC
, Data Suryeyed '\, LMP

N

. ‘ i | Signature: i Beal af’ .
i ; ! Profeasional or. >

! T TUMACONSMDONALD 12185
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Statute text

All leases and other instruments executed or issued by the commissioner of public
lands, hereinafter referred to as the commissioner, pertaining to oil and gas rights
in state lands, and including assignments of such rights when approved by the
commissioner, shall be made in duplicate and one copy thereof retalned in the files
of the state land office and recorded in full by the commissioner in suitable books

History

History: Laws 1925, ch. 68, § 1; C.S. 1929, § 132-501; 1941 Comp., § 8-1124;
1953 Comp., § 7-11-25.
Annotations
Cross references. - For recording of certain agricultural and grazing lease or
contract assignments in office of commissioner, see 19-7-39 NMSA 1978.
For recording of instruments effecting real estate and giving of constructive notice
thereby generally, see 14-9-1, 14-9-2 NMSA 1978.
For recording of assignment made for benefit of creditors, see 56-9-10 NMSA
1978.
Assignment of partial lease filed with county, not state, offices. - Because an
assignment of a partial lease is not recognized by the commissioner of public
lands, pursuant to 19-10-13 NMSA 1978, the assignment cannot be filed in the
state land office, but must be filed in the appropriate county clerk's office; there it

provides constructive notice of its contents. Angle v. Slayton, 102 N.M. 521, 697
P.2d 940 (1985).



That each benef' czary Instltutlon of the State of New Mexico wﬂl receive its falr
and equitable share of the recoverable oil and gas under its lands within the area.

That such agreement is in other respects for the best interests of the State, with

CSPLCl wo sidle nds.

. NOW, THEREFORE, by virtue of the authority conferred upon me under Sections 19-10-45. 19-10-46, 19-10-47. New

Mexico Statutes Annotated, 1978 Compilation, I, the undersigned Commissioner of Public Lands of the State of New
Mexico, do hereby consent to and approve the Second Amendment to the Unit Agreement; provided, however, that such
consent and approval being limited and restricted to such lands within'the Unit Area, which are effectively committed to
the Unit Agreement as of this date and. further that leases insofar as the lands covered thereby committed. to.
»'Agreement shall be and the same are hereby amended to conform with the terms of such Second Amendme

leases shall remain in full force and effect in. accordance with the terms and ‘conditions of said A greement. THis approval
is subject to all of the provisions of the aroresaid siatutes.

(IN WITNESS WHEREOF. this Certificate of Approval is executed, with seal affixed, this 19TH day of AUGUST
i 2002.

/Z@q//«/l />

COMMIISSIONER OF PYBLIC LANDS
of the State of New Mexico




D

Z
Grama Ridge Morrow Unit : / /
Lea County, New Mexico

Plan of Operation

This is a revised Plan of Operation as required, from time to time, pursuant to Section 9 of the UNIT
AGREEMENT FOR THE OPERATION OF THE GRAMA RIDGE MORROW UNIT AREA, LEA
COUNTY, NEW MEXICO dated April 25, 1973, as amended (the “Unit Agreement”), for the Grama
Ridge Morrow Unit (hereinafter, “Unit”). ’

Effective December 1, 2000, Conoco Inc. acquired LG&E Natural Pipeline LLC, successor in interest
to Llano, Inc. Subsequently, the name of LG&E Natural Pipeline LLC was changed to Raptor Natural
Pipeline LLC (hereinafter, “Unit Operator™).

This Plan of Operation constitutes the operating procedures and conditions in which the Unit Operator
will continue to operate the Unit pursuant to the following:

Grama Ridge Morrow Unit:

o Unit Agreement For The Operation Of The Grama Ridge Morrow Unit Area
Lea County, New Mexico
By and between the State of New Mexico and Llano, Inc. (among others)
Effective April 25, 1973

Unit Area: Section 34, T21S. R34E - ALl 640 acres
Section 3. T22S.R34E - Alldd7 16 acres

Lninzed Formarnon: Moerrow sands which i the same zone as the op and henom ot whech
were encoundered at fog depths of 12,722 feer and 12.208 teet in the
Shell Oil Company State GRA Well No. 1. ’

Wells: Shell Oil Company State GRA Well No. 1 - SW1'4NW1/4 Section 3,
1225, R34E
Shell State GRB Well No. 1 - NW1/4SW1/4 Section 34, T21S, R34E

¢ Amendment - Unit Agreement For The Operation Of The Grama Ridge Morrow Unit Area
Lea County, New Mexico
Bv and between the State of New Mexice and Llano. Inc. famong others)
Effective Sentember 1. 1976

Unit Area: Added - Section 33. T21S, R34E - All 640 acres

Nells: % i - Soutn A oon Desp Lt No.oobowed = NW U 4SEL 4 Section

Aaded
33, T21S, R34E



e Second Amendment to Unit Agreement For The Operation Of The Grama Ridge Morrow Unit
Area
_. Lea County, New Mexico
By and Between the State of New Mexico and Raptor Natural Pipeline, LLC
Executed by Raptor on May 23, 2001 and Effective on Approval by the Commissioner

Unit Area:  Clarified the legal description of the Unit Area as follows:

T-21-S, R-34-E
Section 33 ~ All
Section 34 — All
T-22-S, R-34-E
Section 3 — All
Section 4 — Lot 1, Lot 2, S/2 NE/4
Containing 2,089.81 acres, more or less

In addition, the following Federal agreements and lands comprise the remainder of the Unit:

o Agreement For Subsurface Storage Of Gas, Morrow Formation, Grama Ridge Unit Area
Lea County, New Mexico
By and between the United States of America and Llano, Iac.
Effective November 1, 1975

Unit Area: Section 4, T22S, R34E - All 640 acres

Unitized Formation: Vertical interval between 12,778 feet and 13,255 feet below the
surface in the Morrow formaton in the Federal GR-+4 No. 1.

WWoetls: Lidhe raderal UR-4 Mo L = dDLo45E: 4NGAv 4 sSecuon 4. T2

R34E

)

e Amendment - Agreement For Subsurface Storage Of Gas. Morrow Formation. Grama Ridge
Unit Area
Lea County, New Mexico
By and between the United States of America and Llano, Inc.
Effective April 1. 1981

Unit Area: Added - Secton 10, T22S. R34E - All 640 acres

Wells: Added - Llano Government “A7 No. . ~ SE1T ANW L1 Section 19,
T22S. RE4E :

The New Mexico Department of Energy and Minerals, O1il Conservation Division’s Grder No.
R-7382. effective June 27, 1984, subsequentlv acknowledged this >xpansion bv amendment.

Plan ot Operations Pa
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Exhibit “A” and Exhibit “B” attached are a map and schedule showing United States of America, State
of New Mexico and fee-owned acreage committed to the Unit along with the identity of mineral tract
owners to the extent known to the Unit Operator as of January 1, 2002. .
Exhibit “C” and Exhibit “D” attached are a map and schedule showing United States of America, State
of New Mexico and fee-owned acreage subject to the Unit along with the identity of land surface
ownership to the extent known to the Unit Operator as of January 1, 2002.

Wells - Name Changes and Usage:

Original Well Name: : Well Name Change:

Shell Oil Company State GRA Well No. 1 GRM Unit No. 1

Shell State GRB Well No. | GRM UnitNo.2  — 334
South Wilson Deep Unit No. 1 GRM Unit No. 3

Llano Federal GR-4 No. 1 ‘ GRM Unit No. 4

Llano Government “A” No. 1 GRM Unit No. 5

Effective March 15, 1978, at the request of the New Mexico Department of Energy and Minerals, Oil
Conservation Division, Shell Oil Company State GRA Well No. 1, Shell State GRB Well No. 1, South
Wilson Deep Unit No. 1, and Llano Federal GR-4 No. 1 were renamed GRM Unit No.1, GRM Unit
No. 2, GRM Unit No. 3, and GRM Unit No. 4, respectively, to reflect the unit status. '

Effective April 1, 1981 the amendment to the Agreement For Subsurface Storage Of Gas, Morrow
Formation, Grama Ridge Unit Area, by and between the United States of America and Llano, Inc.
expanded the Unit to include Section 10, T22S, R34E and the Llano Government “A” No. 1. The
Llano Government “A” No. 1 was renamed GRM Unit No. 3 effective May 18, 1984, In June 1985
the GRM Unit No. 3 was withdrawn from the Unit and recompleted as a gas well in another producing

inter-al.

The wells are used for the injection and withdrawal of gus into and out of the Unit i the following
manner:

GRM Unit No. 1: Used for injection and withdrawal.

GRM Unit No. 2: Used for injection and withdrawal. % 3%

GRM Unit No. 3: Used for withdrawal only.

GRM Unit No. 4: Used for withdrawal only.

Facilities and Measurement:

Unit Operator will maintain equipment to separate the gas from the liquid hvdrocarbons produced from
the withdrawal of gas from the Unit wells. as stipulated i Section 11{A) of the Unit Agreement, as
amended. Liquid nydrocarbons will be soid and the proceeds ailocated aceording o the provisions of
Section 11{A) of the Unit Agreement, as amended. Sales volumes will be reported every six months in
accordance with the rorm attached hereto as Exhibit “G™.

Unit Operator will maintain natural gas measuring stations properly equipped with an oritice meter and
an electronic flow recorder of standard design and manufacture. The measurements of this measuring
station wiil fix the cumuiative quantity of Zas injected and withdrawn om the Lt welis.  Orifice
meter installations will conform to the recommendations tor design and installation contained In

Plan of Operations Pa
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ANSF/API 2530-AGA Report No. 3 (1985) and any supplements thereto as deemed appropriate by the
Unit Operator. Unit Operator will keep the measuring equipment accurate and in repair and will test
the orifice meter in service quarterly or more often if deemed necessary by Unit Operator. Samples. of
the injected and withdrawn gas will be obtained monthly, or more often as Unit Operator deems
necessary, and tested by chromatography to determine the composition of the gas.

Injection, Withdrawal, and Cumulative Volumes:

The net balance of gas volumes in storage in the Unit as of December 31, 2001 was 7,908,101 Mcf (or
10,502,849SMMBtu), determined by the Unit Operator as follows:

Through provisions outlined in the Unit Agreement For The Operation Of The Grama Ridge Morrow
Unit Area, Lea County, New Mexico, by and between the State of New Mexico and Llano, Inc.,
effective April 25, 1973, the Unit Operator paid the State in-full for royalties otherwise due on primary
gas and liquid hydrocarbons left in Section 34, T21S, R34E and Section 3, T22S, R34E of the Unit. It
was determined that 47,770 MCF of primary production existed at that time.

Through provisions outlined in the amendment to the Unit Agreement For The Operation Of The
Grama Ridge Morrow Unit Area, Lea County, New Mexico, by and between the State of New Mexico
and Llano, Inc., effective September 1, 1976, the Unit Operator paid for royalties due on primary gas
and liquid hydrocarbons-left in Section 33, T21S, R34E of the Unit. It was determined that 318,519
MCEF of primary production existed at that time.

Through provisions outlined in the amendment to the Agreement For Subsurface Storage Of Gas,
Morrow Formation. Grama Ridge Unit Area, Lea County, New Mexico, by and between the United
States of America and Llano, Inc., effective April 1, 1981, the Unit Operator paid for royalties due on
primary gas and liquid hvdrocarbons left in Section 10, T22S, R34E and Section 3. T22S. R34E of the
Unit. Itwas determined that 413,000 MCF of primary production existed at that tume.

Beginning with the Llanc, Inc.. Progress Report No. 23 tor the six-month period ending December 51.
1984 and accounting for monthly injections and withdrawals utilizing State of New Mexico, Energy
Minerals and Natural Resources, Oil Conservation Division, Form C-131A Monthly Gas Storage
Reports, the cumulative injected gas has totaled 64,869,719 MCF and cumulative withdrawn gas has
totaled 57,740,907 MCF as of December 31, 2001. The net cumulative balance of gas being 7,128,812
MCF. See Exhibit “E” for supporting documentation.

Theretore, the net balance ot gas in storage within the Unit as of December 31, 2001 s 47,770 MCF
plus 318,519 MCF plus 413,000 MCF plus 7.128.812 MCF totaling 7,908,101 MCF.

The Unit Operator is not able to accumulate monthly chromatograph analyses documentation for the
same time periods as described above, however. beginning with Conoco Inc. involvement on
December i, 2000, the Unit Operator has analyses for injected and withdrawn gas.  The Lmit Operator
will apply the average British Thermal Units as calculated for the time period December 1, 2000
through December 31, 2001 to cumulative injection and withdrawn gas volumes. and primary
production gas volumes purchased in place. Therefore, the net balance of gas in storage within the
Unit as of December 31, 2001 is 10,502,849 MMBtu. See Exhibit “F” for supporting documentation.
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Reporting:

All future six-month progress reports shall include both MCF and MMBtu injection, withdrawal and
cumulative reporting for the Unit in accordance with the form attached hereto as Exhibit “G”.
Injection, withdrawal and cumulative balance volumes will also be reported monthly to the New
Mexico Oil Conservation Division in accordance with NMOCD Form C-131-A (Exhibit “H”,
attached). British Thermal Units per MCF shall be determined utilizing monthly chromatograph
analyses for gas that is injected and withdrawn.

Purpose and Continued Use of Unit:

The purpose of the Unit is to provide commercial storage of gas to third party customers. Customers
will be allowed to request the injection and withdrawal of their gas pursuant to contractual agreements
entered into between them and the Unit Operator. For the foreseeable life of the Unit, injection of gas
into the storage facility shall proceed according to a plan of typically injecting gas April through
October and withdrawing gas November through March of each year. However, typical injection and
withdrawal cycles may vary depending on the requirements of the customers and their contracts
associated with the storage facility. The Unit Operator will continue to operate the Unit in accordance
with the terms and conditions of Unit Agreement.

Term and Termination:

This Plan of Operations shall be effective beginning January 1, 2002 and shall remain in effect for a
period of time equal to the lesser of five (5) years from the date the Commissioner of Public Lands (the
“Commissioner”) approves the same or until conditions warrant a change in operating procedures as
described in this Plan of Operations. At such time, a new plan of operation shall be submitted to the
Commuissioner for approval.

LUpon termination or cancellation of the Unit Agreement as to all of the U nit Area. Lt Operator wiil
remove all improvements placed on the premises and will restore the premises as provided in the Unit
Agreement or the respective Oil and Gas Leases, as applicable; if the Unit Agreement or the respective
Oil and Gas Leases do not provide for restoration, Unit Operator shall restore the premises, to the
extent reasonably possible, to the same condition as it existed prior to placement of the improvements.

This Plan of Operation is respectfully submitted for approval effective January 1, 2002.

RAPTOR NATURAL PIPELINE LLC

nson, President

App

By: m}Zc %//W/«f@//ﬂ\——

Corgfhissioner of Publi¢ Lands
pue V. /;A ~
4
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EXHIBIT "A”

GRAMA RIDGE MORROW UNIT
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EXHIBIT "C"
GRAMA RIDGE MORROW UNIT

R34E

33 b

GRMU 3
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RAPTOR NATURAL PIPELINE LLC ' e
GRAMA RIDGE MORROW UNIT =
LEA COUNTY, NEW MEXICO e

UNIT MAP

Surface Ownership

Jnitec States of America

State of New Mexico

The Merchant Livestock Co.

T21S

T22S



EXHIBIT “D”

GRAMA RIDGE MORROW UNIT AGREEMENT

Description

Surface Ownership

Acreagg_

W, SEY Section 4, T.22 S., R. 34 E.
All Section 10, T.22S., R. 34 E.

All Section 3, T. 22 S., R.34 E.
NEV Section 4, T.22S.,R. 34 E.

W2, EV2EY2 Section 33, T. 21 S., R. 34 E.

N2, NSV Section 34, T. 21 S.,R. 34 E.

WXEY: Section 33, T.21S.,, R. 34 E.
S1%SV. Section 34, T.21S., R. 34 E.

Total

United States of America
United States of America

State of New Mexico
State of New Mexico
State of New Mexico
State of New Mexico

The Merchant Livestock Company
The Merchant Livestock Company

United States of America
State of New Mexico
The Merchant Livestock Company

482.11
640

647.16
162.65
480
480

160
160

3,211.92
1,122.11

1,769.31
320



Month:

Jan-85
Feb-85
Mar-85
Apr-85
May-85
Jun-85
Jul-85
Aug-85
Sep-85
Oct-85
Nov-85
Dec-8S

3

IR TR Y

PO Milete)

~ui-38
Aug-88
Seo-88
Oct-88
Nov-88
Dec-88

Jan-89
Feb-89
Mar-89
Apr-88
May-89
Jun-89
aui-89
Aug-89
Sep-29
Oct-89
NOv-35
Oec-39

Lar-2G
Feb-g90
Mar-SC
or-20
May-320
Jun-g0
Jul-30
2Lg-30
Se0-30
ity
NGNS

Jec-20

Jan-g1
Feb-91
tar-3
A3
May-31
“un-3?

Sul-81

GRM UnitNo. 1

103,189
46,395
6,501

54,708
25,905
1.891

32,302
38,209
2471
32,756
93,493
222,404
40,257
27,856
5,242
173
1,050
9,707

856
Q
1,154

GRM UnitNo. 2

Exhibit “E”

Grama Ridge Morrow Unit
Lea County, New Mexico
New Mexico Ol Conservation Division

Monthly Gas Storage Report, Form C-131-A

GRM Unit No.3' GRM UnitNo. 4
Injection MCF  Withdrawal MCF Injection MCF  Withdrawal MCF Withdrawal MCF Withdrawal MCF  Irjection MCF  Withdrawal MCF

Gas in place Section 34, T21S, R34E and Saction 3, T225, RME:
Gas in place Section 33, T218, R34E:
Gas in piace Section 10, T22S, RI4E:

-Proqress Report No. 23, For the Six-Month Period Ending December 31, 1984 (converted from 14.65 to 15.025 PB):

63,636
111,192
27,920
1]

0
8,305
89,995
47,348
1,374
70,480
41,571
40,136

20,527
59,840
67,365

CoCoOCO0oOOo

0
[}
0
0
0
Q
0
o
o
4]
0
J

Lo w

21,982
34,221
42215
53,479

. 173,397
244 877
61,320
56,671
19,188
5,218
6,591
22,370

16,498
6,977
2,156

87,284

294,329
205,168
180,454
108,821

71,828

15,294

Q
0

7.991

coooo0cocOoOo®

(SN I PR

50,924

45,081
18,503

SIS

I
C05ET
247,512

536.817
239,878
263

[NV

5926

3,345

- 10,641
- 13,178
18,228

10,160

4,972

5828

1618

1,194

1,340

3,308

8144
2,967
8,014
17.941
33475
24,273
15,016
7,738
12,532
5.085
0

1131

[PRVRURON -

11,411
19,773
28,383
39,525
59,106
97.274
33,032
40,146

6,789

5,464

2,832

Q
<
a3
Q
?
<

%

“
R3

%
o
B
PR

Tatal

47,770
318,519
413,000

16,430,708

166,825
157,587
34,421
Y

[¢]

8,837
89,995

10,477,689

71,821
96,548
108,710
138,938
344224
574715
139,581
130,499
32,835
12,049
16,567
43,896

35,165
19,995
15,061
214,832
731,087
570,038
510,931
289,493
197,579
41,149

n

43,141
0
33,595
92,351
41,464
5704
0
38,072

131.47C
313.008
J
56.449
39,010
2,487

3

NET
MCF

47,770
318,519
413,000

o
5,963,019
Q

95,204
61,039
-£9,289
-138,938
-344,224
568,078
-49,586
-63,650
-31,461
148,068
80,1186
3,507

0

-9,408
47,988
79,108
-214,832
-731.087
-570,038
-510,931
-289,493
-197,579
-41,148
0
-43,141
Q
-33,598
-92,351
-41,464
-6,704

0
-38.072
182
185.388
20.729
42172
-61.847
-220.120

-183.87
.81
25,901
-129.579
-313.009
0
-43,989
-24,247
52,875
95,524
358,958
292.548
35.125
310.808
38671

o 40 6
s
[

-115.656

Q
-257.243
321,247

]

347.736
450,558
182.14¢

571

c

o "

injection MCF  Withdrawal MCF

47,770
366,289
779,289
779,289
17,209,997
17,200,997
17,376,822
17,534,409
17,568,830
17,568,830
17,568,830
17,575,467
17,665,462
17,732,311
17,733,685
17,893,802
17,990,485
18,037,888
18,037,888
18,063,647
18,131,627
18,225,797
18,225,797
18,225,797
18,225,787
18,225,797
18,225,797
18,225,797
18,226,767
+8,226,797
18,225,797
18,225,797
18,225,797

18,225,797"

18,225,797
18,225,797
18,226,797
18,225,797
18,225,979
18,411,364
18,432,003
18,474,265
18,489,503
18,489,503

18,753.727
18,848,435
18,874,340
18,876,231
18,876,231
18,876,231
18,888,691
18,803,454
18,958,816
19.084,340
19,413,298

9,780,053
20,080,562
20,132,674
20,262,034
20.211.221
20,211,221
20,211.221
20.211.221

20,211.221

22,732,138
22,732,138
22,732.138

o

0

0
10,477,689
10,477,689
10,549,310
10,645,858
10,749,568
10,888,506
11,232,730
11,807,445
11,947,026
12,077,525
12,110,360
12,122,409
12,138,976
12,182,872
12,182,872
12,218,037
12,238,032
12,253,003
12,467,925
13,199,012
13,769,050
14,279,981
14,569,474
14,767,053
14,808,202
14,808,202
14,851,343
14,851,343
14,384,938
14,977,289
15,018,753
15,025,457
15,025,457
15,063,529
15,063,629
15,063,520
15,063,529
15,063,529
15,140,414
15,360,524
15,360.534

"5.718,'84
15,602,038
©5.902,930
15,902,930
16,034,400
16,347,408
16,347,409
16,403,858
16,442,868
16,445,355
16,445,355
16,446,355
*€,445.355
15,463,437
16,483,437
16,466,478
16,466,478
16,683,219
17,088,875
17.098.875
17,385,418
877,185
391,494

17,763,702
17.762.873
‘ 2,879

18.044.320
18,383,770
18,393,710
19.716.974
20.167 481

20,437,770
20,438,085
20,438,066

MCF

47,770
368,288
779,289
779.289
6,732,308
6,732,308
6,827,512
6,888,551
6,819,262
6,880,324

5,855,018
3,845,610
5,893,598
3,972,704
3,757,872
5,026,785
4,456,747
3,945,816
3,656,323
3,458,744
3,417,595
3,417,595
3.374,454
3,374,454
3,340,859
3,248,508
3,207,044
3,200,340
3,200,340
3,162,268
3.162,458C
3,347,835
3,368,564
3,410,736
3,349,089
3.128,969
3,128.9589

2,531,892
2,945,508
2971.410
2,841,831
2528822
2,528,822
2,484,833
2,460,588
2,513,461
2,608,985
2,967,943
2.260.421
2316515
3,627,525
3,666,196
3,735,358
3.528.002

2,295,
3382.208
4.7°8,345



Aug-91
Sep-91
Oct-81
Nov-91
Dec-91

Jan92
Feb-92
Mar-82
Apr-82
May-92
Jun-92

Jul-82
Aug-62
Sep-92
Oct-92
Nov-82
Dec-92

Jar-93
Feb-83
Mar-93
Apr-93
May-93
Jun-93

Jul-93
Aug-93
Sep-93
QOct-93
Nov-93
Dec-93

Jan-84
Feb-94
Mar-94
Apr-94
May-94
Jun-94

0
103.607
469,982
370,783
278,895
106,072
542,198
486,455

28.167

Q

0
101,663
364,808
193,050
383,844
415,253
352,284
342,003
32,981
4174

2

7877

140,921
378.563
€1.316

247582
103518
710382

228.231
370630
‘02,957

0 374,752

0 432634

] 316,627
325,168 0
362,311 Q
393,443 0
261,122 0
175,765 1]
" 172,847 109,742
14,877 206,754
Q 358,969

g 321,837

4] 368,161

] 226291
259,360 82,795
408,479 Q
357,123 0
314,012 a
271,108 Q
25921 0
196,808 0
217 429,704

] 506,449

] 325,028
125,438 256,560
0 257,15¢
65,010 152,536
387,196 o]
205512 9,932
272,101 0
231675 Q
163,120 o
§3,500 1.557
[} 346,946

4,310 340,209

a 113,070

0 118,624

o] 539,628

o 468,757
270,481 38,000
449,678 ]
244,626 27,302
210325 17.427
118,740 318,775
17.170 177.790
0 379,017

o] 402,900

[} 281,301

0 258,678
161,535 20,913
311,406 16.844
398,780 0
302,371 16,194

357,338

239.8582
12,438
48,735

0
2,968

0
76,200
162,956
336,887

318,732
153,973

23058

32
169,859
267,394

373,504
478,867

538,359
357,597

107,115
0
32,641
490,889
342,855

465,579
264,678
100,361
6,071

a0

0
0
0
Q

- o
187,210
767,248

318,742

232,584
100,541
396,825
375,526

37,131
474,249
281,830

231475
140,078
36,791
[}

cw e oo

26.84¢
316,782

438,301

9235

(=Y

i12.795

NI

15.883

5,111

13,503

Bl
J
Q
2
3

oo

o oo

0
3
o}

o000

RGN

714,750
826,514
646,525

105,164
806,928
710,892
391,965
224,666

1,081,827
955212

86,167
4]

a
27,302
119,030
483,583
370,840
762,881
818,153
633,665
500,681
53,804
21018
Q
24071

o}
0
o]
758,784

928837 _

0
1,013,370
668,957
450,748
215,530
14,877
¢]

0

[+]

[¢]
300,437
989,377
926,104

848,017
656,177
515,754
281,444
2n

0

0
232,553
0
97,651
938,885
817,700
0
814,127
555,891
310,777
59,571
o]

4,310

0
o]
0

0
460,883
1,330,167
[}

587,662
508,819
185,810
20,741
[}

o]

Q

o]
474,437
459,883
911,645
757,870

N

82

87543
385,258
555,400
Q
512,704
376,742
243,981
36,598
22,186
9

714,750
826,514
646,525
-758.784
928,837
¢
-1,013.370
-668,880
450,749
-94,753
527,883
745,984
689,303
752,693
567,611
-186.581
-988,888
-926,104
Q
849017
-856,177
-515,754
-281,444
854,395
1,003,229
801.286
284,879
745,458
199,631
-938,885
-588,887
0
814127
-555,891
-310,777
45,593
806,928
706,682
391,965
224,696
1,081,827
985,212
-394.716
-1,330.167
a
-570,360
-389,729
497,773
350,089
762,861
818,153
633,665
600,651
-420.543
-438.665
-811.545
-733.808

314,435
359124
-372,820
-475,288
o]
-512,704
-373774
-243,981
43,197
140,770
336.887

373,887
212.661
-335.927
-332,357

25,872,161
26,698,675
27,345,200
27,345,200
T 27,345,200
27.345.200
27,345,200
27,345,267
27,345,267
27,466,044
28,008,804
28,754,788
28,444,001
30,196,784
30,764,395
30,879,251
30,879,740
30,879,740
30,879,740
30,879,740
30,879,740
20,879,740
30,879,740
31,734,412
32,737,641
33,538,897
34,056,329
34,801,785
35,099,067
35,099,067
35,117,880
35,117.880
35,117,880
35,117,830
35,117,880
35,223,044
36,020,972
36,740,964
37.132,929
37,357,625
38,439,452
39,394,864
39,460,831
39,460,831
39,460,831
37,488,133
39,807,223
40,290,806
40,661,846
41,424,507
42,242,880
42,876,325
43,477,008
43,530,900
43,551,818
43,651,818

45.705.542
45717280
45,797,392
45,797.392
45,797,392
45,800,360
45,800,360
45,880,153
46,043,109
46,379.996

53.40C,365
S3.45C.789

20,438,086
20,438,066
20,438,068
21,196,850
22,125,887
22,125,687
23,139,057
23,808,014
24,258,763
24,474,293
24,488,170
24,489,170
24,489,170
24,489,170
24,489,170
24,789,607
25,778,984
26,705,088
26,705,088
27,554,105
28,210,282
28,726,036
26,007,480
29,007,757
29,007,757
29,007,757
29,240,310
29,240,310
29,337,961

30,276,846
30,894,546
30,894,546
31,708,673
32,264,564
32,575,341

32,634,912
32634912
32638,222
32,639,222
32.639,222
32,630,222
32.639.222
33,100,105
34,430,272
34,430,272
35,027,934
35,526,753
35,722,563
35,743,304
35,743,304
35,743,304
35.743,304
35,743,304
36,217,741

36,677,424
37,588,969
18,346,939

$1927,350
41.085,194
41,980,452
42,535,852
42,535,852
43,048,556
43,425,298
43,889,279
43.705.875
33.728,061
43.728,081

5,434,085
6,260,609
6,907,134
6,148,350
5,218,813
4,218,513
4,206,143
3,537,253
3,086,504
2,991,751
3,519,634
4,265,618
4,954,921
3,707,614
5,275,225
5,089,644
5,100,756
4,174,652
4,174,652
3,325,635
2,668,458
2,153,704
1,872,260
2,726,655
3,729,884
4,531,140
4,816,019
5,561,475
5,761,106
4,822,221
4,223,334
4,223,334
3,408,207
2,853,316
2,542,539
2,588,132
3,395,060
4,101,742
4,493,707
4,718,403
5,800,230
6,755,442
6,360,728
5,030,559
5,030,559
4,460,139
4,070,470
4,568,243
4,918,342
5,681,203
6,499,358
7,133,021
7,733,702
7,313,159
5,874,484
5,962,949
£,229.05C

3.737.528
3.2€1.540
3.261,540
2,748,838
2,375,062
2,731,081
2,174,278
2,315,048
2,651.935
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272284
62,692

47,698
534
602,677
46,524
178,943

405,638
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0
1,010,148
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24,015
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829,878
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0
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411,385
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211,17
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57,344,466
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58,315,009
58,957,737
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60,619,445
60,798,537
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60,825,769
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62,408,245
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63,585,577
63,834,919
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64,990,718
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49,877,049
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53,003,501
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55,130,185
55,808,401
55,608,401
56,201,232
56,612,616
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6,958,525
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6,045,247
6,476,810
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5,310,881
5.207.657
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4,597,244
4,213,153
5,034,211
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STATE OF NEW MEXICQ' - - & . - 1777 =
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT |

OIL CONSERVATION DIVI$ION JUL 0 §

2001
IN THE MATTER OF THE HEARING EERsTe s
CALLED BY THE OIL CONSERVATION NTAFE, iy o
DIVISION FOR THE PURPOSE OF =Xico
CONSIDERING:
APPLICATION OF RAPTOR NATURAL PIPELINE, LLC CASE NO. 12588
f/k/a LG & E ENERGY CORPORATION, FOR SPECIAL
RULES FOR THE GRAMA RIDGE MORROW GAS STORAGE
UNIT, LEA COUNTY, NEW MEXICO.
APPLICATION OF LG & E NATURAL PIPELINE LLC CASE NO. 12441

FOR SPECIAL RULES FOR THE GRAMA RIDGE
MORROW GAS STORAGE UNIT, LEA COUNTY, NEW

MEXICO.
ORDER NO. R-11611
ORDER OF THE DIVISION
BY THE DIVISION:
These cases came on for zearing at 500 am. on May 210 2001, ot santa B New
Vizxico, hetore Zxamier Michael T Stcgner

N, on chis 3rd dav of Julv, Z0G1, the Division Director. naving considered die
testimony, the record and the recommendations of the Examiner,

FINDS THAT.:

(1) Due pubiic notice has been given, and the Division has jurisdiction of these

Ty IRy et T 2 PR —\A@"Ar
JOSIT ANG LIiT SUZiSCl Tmanwerk

2

A: che dme of the heaning, Cases No. (2588 and {2441 were consolidated ror
Yo )

'he sursese of estimony. U3 -ilrther noted that the original applicant in Tase Mo, 12441
_ ,&‘: Narurad Dingling, ©1LT Myt ) cRargs o7 name Tesame RapTon N ““-4“*,:

.3

potanlNN I ipemaee T aras Dare . S e T Tmyemae Tea
2 T s SQUCETI. 28 Perroi2um c_orooranen. o8 _TaIinEr, el

NeArnurg ZASICTALCH L Ompany L. . ind _onche Resources. inc. appearad il the tearing
and were represented by counsel.

ILLEGIBLE



Case Nos. 12588/12441
Order No. R-11611
Page 2

4) The applicant in Case No. 12588, Raptor Natural Pipeline LLC, is the Unit
Operator of the Grama Ridge Morrow Gas Storage Unit, utilized for the purposes of the
injection, storage, and withdrawal of gas in the Unitized Formation, consisting of those
Morrow formation sands encountered between log depths of 12,722 feet and 13,208 feet in
the Shell Oil Company State GRA Well No. 1 (API No. 30-025-21336), located 1980 feet
from the North line and 660 feet from the West line (Unit E) of Section 3, Township 22
South, Range 34 East, NMPM, Lea County, New Mexico.

%) The Grama Ridge Morrow unitized area, as originally approved by the
Division on January 29, 1973, pursuant to Order No. R-4473, and subsequently amended,
encompasses the above-referenced interval of the Morrow Formation underlying the
following lands:

Township 21 South, Range 34 East, NMPM
Section 33:  All
Section 34:  All

Township 22 South, Range 34 East, NMPM
Section 3: All
Section 4: All
Section 10:  All

(6) Unit operations originally commenced in [964 as convenuonal production
operations authorized by the Division under Order No. R-2792. In 1973, the Division, by
Order No. R-4491, authorized the conversion of the Unit from primary recovery to gas
storage, pursuant to a three-phase plan consisting of pilot pressure testing to determine the
limits of the Morrow reservoir, followed by the installation of permanent compression
equipment and fill-up operations, and subsequently, by instailation of additional compression
to facilitate fill-up to 2.500 psig surface pressure.

(7 In 1979, in Case No. 6337, the New Mexico Oil Conservation Commission
(“Commission”) issued Order No. R-6030, creating the East Grama Ridge-Morrow Gas Pool
m the area. In Order No. R-6030. the Commussion found that the Morrow producing intervai
7ol area dces neroconstinure @ hrood. continucus sroducing bedy but instead s tompoesed
of numerous and separate isolated sand bodies. Subsequently, in Case No. 3088, the
Commission found in Order No. R-7382 that the beundaries of the Grama Ridge Storage
Raservolr sould not be precisers determined. The ssuance of Order No. R-7381 by the
Commission in Case No. S088 was precipitated by the proposed location ot the L&B Oii
Company Federal Well No. 1 10 be drilled at a location 660 feet from the South line and

ILLEGIBLE
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Case Nos. 12588/12441
Order No. R-11611
Page 3

1980 feet from the East line (Unit O) of Section 5, Township 22 South, Range 34 East,
NMPM, Lea County, New Mexico directly offsetting the Grama Ridge Morrow Gas Storage
Unit. At the insistence of the Unit operator, then Llano, Inc., the Commission ordered L&B
Oil Company to permit Llano to run an RFT log in the Federal Well No. 1, in order to
establish the pressure in each Morrow stringer and thereby determine if the well was in
communication-with the gas storage project. The Commission further ordered L&B Oil
Company to provide Llano with certain information on the Federal Well No. 1, including
drilling time, weight, bit changes, etc.; copies of drill stem tests; mud log information;
samples of drill cuttings; and copies of the CNL-FDC porosity log or equivalent porosity log.
L&B was further ordered to delay running casing into the well until Llano had the
opportunity to run the RFT log. Order No. R-7582 finally prohibited L&B Oil Company
from producing gas from those Morrow stringers that the RFT log data showed as having
pressure similar to Llano’s gas storage project

(8) The applicant presented evidence establishing that Nearburg Exploration
Company LLC drilled and completed its Grama Ridge East "34" State Well No. 1 (API No.
30-025-34948) within the horizontal limits of the Unit at a location approximately 1548 feet
from the North line and 990 feet from the East line (Unit H) of Section 34, Township 21
South, Range 34 East, NMPM, Lea County, New Mexico. This well was also drilled to a
total depth and completed within the vertical limits of the structural equivalent of the
Unitized Formation.

Zamcx: aresentad iestimony and svidencs sstablishiny :ha:, Hased on currantl

atthe Grama Ridge Eastia Seate. Wail No... has noradversel:

!;33231301;5 ahhough the possmlhtv oF actual communication with the Unitized
Formation cannot be precluded with absolute certainty.

(10)  Raptor presented additional geologic and engineering evidence establishing
that the exact boundaries of the storage reservoir still cannot be precisely determined. The
evidence further establishes that the orecise location of faults in the area and the apparent
pounaary or ooundaries belween (he storage reservolr and e £dst urama <idge-viormrow
Gas Pool is uncertain.

111y Rapter presentec addiucnal geoioch 2v de“c= or the depesiuional mechanics

Fha N Sl e T i

= 2gTA . Y ‘*“‘_rﬂ.g*\“‘~:\<>'<
N LoD BESOESNNERNY SO AT saaltizoils sl gl Tl Doane it Tt

ey o I SN S RN

communicalion berwee Lhe storage reservolr and \1orrow sands :n the cast Crama K‘aoe
Morrow Gas Pocl. These depoesitional mechanisms include distributary prograding channel
sands vith rruncatcn of lobe sands: Difurcaning dstrrbular. Jhannels: crevasse solavs wih
coemmunicaticn up—xormauon; staciked channel sands with Truncation: oriseiting shannets of
relauvely close proximity with varving relative reservoir pressures which may lead to the

ILLEGIBLE
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Order No. R-11611
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failure of inter-reservoir sealing mechanisms; and, faulted distributaries with cross-fault
communication.

(12) The applicant presented additional evidence establishing that the potential
exists for additional drilling and development within the horizontal limits of the Unit Area
and that additional drilling or recompletions may result in wells being completed in Morrow
Formation reservoirs that are in communication with that portion of the formation dedicated
to the Grama Ridge Morrow Gas Storage Unit. As a consequence, there exists a reasonable
potential that the drilling, completion, and operation of new wells or recompletions of
existing wells in the area, would result in interference with Unit operations and the
impairment of Applicant’s correlative righis.

(13) Raptor requests that the Division adopt Special Project Rules and Operating
Procedures for the Grama Ridge Morrow Gas Storage Unit Area, including certain
notification, casing, cementing, completion and recompletion requirements for newly drilled
and existing wells within the Unit Area.

(14) Raptor presented engineering testimony and evidence in support of its
proposed casing and cementing requirements that would permit recompletions and new drills
through the Unitized Formation, and completions immediately above and below the Unitized
Formation, while maintaining the integrity of the Unit and unit operations.

13% Raptor oresented evidence sstablishing that the implementation of such rufes
‘s reasonable. and does not unduly burden operators of wells within the project area. and
industry and regulatory precedent exists for such rules.

(16)  The evidence presented further established that the implementation of such
Special Project Rules and Operating Procedures would be in the interest of, and would
promote, public safety.

(i7) In August 2UUU, Raptor, then gnown as LG&L Natural fipeine Low.
convened a meeting in Midland, Texas with operators in the vicinity of the Grama Ridge
Morrow Gas Storage Unit to discuss the establishment of proposed Special Project Rules and
Operating Procedures in the Grama Ridge Morrow Gas Storage Unit Area as well as in a
Surfer Tome consisting »f zach 220- aere zas spacing and ororatien unit ‘mmediately adiacent
70 the Grama Ridge Morrow Gas Storage Unit. As a resuit of that mesting and the comments
received fom the other cperators, Raptor T G&E modified its proposal by eliminating certain
notification and iesting procadures as well as the burfer zone. Subseguent meetings Wil
other operators, specifically Nearburg Exploration, resulted in further refinements and
modifications to the proposed Special Project Rules and Operating Procedures.



Case Nos. 12588/12441
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(18)  The Special Project Rules and Operating Procedures presently proposed by
Raptor provide for:

(a) Advance notification of drilling or recompletion
°  operations;

(b)  The sharing of certain information during drilling
operations;

(c) Availability of well logs;

@ Certain casing and cementing requirements for wells
penetrating the Morrow Formation and completed
above the top of the Unitized Formation;

(e) Certain casing and cementing requirements for wells
penetrating the Morrow Formation and completed
below the base of the Unitized Formation and/or
below the base of the Morrow Formation; and

H A prohibition on completions within the Uniuzed
Formaticn underivme the Lnit 2roiect Area ov other

than the Unit Operazor.

The proposed Special Project Rules and Operating Procedures would not apply to
any well that does not penetrate the Morrow Formation within the Unit Project Area.

(19)  The evidence oresented by Raptor established that the Special Project Rules
ind Cperating Procedures are necessary io orotect the correlative rights of the Unit Operater
to the gas in its storage facxhty as well as to maintain the integrity ot Unit operations. The
svidence further established that the Special Project Rules and Operating Procedures would
serve to prevent waste and are otherwise in the mterests of conservation. The Special Project

Ruies and Operating Procedures would also promote public safety.

(20)  In addiuon to its general authority to prevent waste and protect correlative

ngits set forth at NOM. Stat. Ann. 1978 Section "0-2-7 7 the Division s authorized b
Section § 70-2-12.B {25 Thand 13 to prevent the escape Sf 2as O STALA. 0 TEQUITE A s
to e drilled so as {0 prevent injury o neighbonng leases or properties. and o regulate the

subsurface storage of natural gas.
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(21)  Special operating procedures for all recompletions and newly drilled wells
within the Grama Ridge Morrow Gas Storage Unit project area should be implemented in
accordance with the Special Project Rules and Operating Procedures, as described above.

IT IS THEREFORE ORDERED THAT:

“ (1)  Pursuant to the application of Raptor Natural Pipeline LLC, special project
rules and operating procedures for the Grama Ridge Morrow Gas Storage Unit Area in Lea
County, New Mexico are hereby promulgated as follows:

SPECIAL PROJECT RULES AND OPERATING PROCEDURES
FOR THE
GRAMA RIDGE MORROW GAS STORAGE UNIT

RULE 1. Each newly drilled or recompleted well
penetrating the Morrow formation in the area of the Grama
Ridge Morrow Gas Storage Unit Project Area shall be drilled,
operated, and produced in accordance with the Special Project
Rules and Operating Procedures hereinafter set forth.

RULE 2. Provisions of these Special Project Rules
and Operating Procedures shall apply to the Grama Ridge
Morrow Gas Storage Unit Project Area (the “Unit Project
Area” or ~“Unit Area”), defined as and consisting of the
following described acreage in Lea County, New Mexico:

GRAMA RIDGE MORROW
GAS STORAGE UNIT
PROJECT AREA

Township 21 South, Range 34 East, NMPM
Section 33: All
Section 34: All

Townsino -2 Souih. Range 2+ zast NVIPM
Section 3: All
Section 4 All
Section 10: All

RUTLE 3 Farsurposes »f these Svecial Proiect Rules
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and Operating Procedures, the “Unitized Formation,” as to
State lands, is defined by that April 25, 1973, Unit Agreement
For The Operation Of The Grama Ridge Morrow Unit Area,
Lea County, New Mexico, as amended, and consists of

“[t]hat subsurface portion of the unit area commonly known
as the Morrow sands which is the same zone as [sic] the top
and bottom of which were encountered at log depths of
12,722 feet and 13,208 feet respectively, in the Shell Oil
Company State GRA Well No. 1 (API No. 30-025-21336), as
shown on the Schlumberger Sonic Log B Gamma Ray Log of
said well dated July 5, 1965, which well is located 1980 feet
from the North line and 660 feet from the West line (Unit E)
of Section 3, Township 22 South, Range 34 East, NMPM,
Lea County, New Mexico.” As to State and fee lands, the
Unit Area includes Sections 33 and 34, Township 21 South,
Range 34 East, NMPM, and the NE/4 of Section 4 and all of
Section 3, Township 22 South Range 34 East, NMPM. Asto
Federal lands, the “Unitized Formation” consists of the
Morrow Formation underlying the *“‘gas storage reservoir
area” (also the Unit Area) in Section 4 (excluding the NE/4 of
Section 4) and Section 10, Township 22 South, Range 34
East, NMPM. as defined in that November 24, 1975
Agreement for the Subsurface Storage of Gas. No. 14-08-
DUGL-14277. as amended.

RULE 4. For purposes of these Special Project
Rules and Operating Procedures, the “Morrow Formation™ is
defined as the full extent of the vertical limits of the Morrow
formation. The “Unit Operator” is defined as the operator of
the Grama Ridge Morrow Gas Storage Unit Area.

RULE 3. Operators other than the Unit Operator
proposing to driil a new well or recomplete an existing weli
penetrating or that mav penetrate the Morrow Formaton
within the Unit Project Area of the Grama Ridge Morrow Gas
Si{orige _is, a5 delined ascyve, shaid

ia) srevide the Unit Operator wiin advancs
Wrillen nouncalion of (nient 1o Jarh ai he

sooner of the date ot filing or APD. C-101 and
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(b)

(©)

C-102 forms, or thirty (30) days prior to
commencing drilling operations;

on commencement of drilling operations,
provide the Unit Operator with the following
information within twenty-four (24) hours of
its availability:

(i) daily drilling reports, including
detailed time breakdown and other
parameters normally associated witt
IADC daily drilling reports; and

(i)  the anticipated date and time when the
top of the Morrow formation will be
encountered by the drill bit; and

provide the Unit Operator with copies of all
logs run on the well within twenty-four (24)
hours of their availability and before casing is
set.

RULE S, For zach well penetraung the Morrow
formation within the poundares of the Unit Project Area and
completed above the top of Unitized Formation. the operator

shall:

@

{b)

in the event of a cased hole into or through the
Unitized Formation, isolate the Unitized
Formation by squeezing cement immediately
JC0VE dnd Jeicw (Ui peneiraied; e Unitized
Formation and immediately below the
operator s deepest completion interval, run a
cement bond log, and then fill the casing with
cement "¢ 1 'evel higher than the “cp of the
Lntilzed rormanon; and

' the case of an open hole nte or @rougn e
Unitized Formauon with casing set above the
Unitized Formation:
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() if the hole total depth is within the
Unitized Formation, fill the hole with
cement to a level 20 feet higher than
the top of the Unitized Formation; and

(i)  if the hole total depth is below the
bottom of the Unitized Formation, set
a bridge plug at a depth 20 feet below
the bottom of the Unitized Formation
and fill the hole with cement from the
bridge plug to a level 20 feet higher
than the top of the Unitized
Formation.

RULE 7. For each well penetrating the Morrow
Formation and completed below the base of the Unitized
Formation within the boundaries of the Unit Project Area, the
operator shall:

{a) squeeze cement immediately above the
perforat?on interval,  squeeze  cement
immediateis selow the Untuzed Formation
and squeeze cement immediately above the
Unitized Formation; and

(b) provide the Unit Operator with a cement bond
log to document bond on all squeeze jobs.

rr
0

RUL Tor cach explorator. well penetrating
the Morrow Formanon that 1s to be plugged and abandoned
without casing, the operator shall fill the hole with cement
from a bridge plug set at 20 feet below the base of the
Uninzed Formation (1f applicable) to a level 20 feer above the
WD of e L ntized rormation.

RULESY 'L: 9. The L'nit Operater. on the request of an
Jperator providing informaticn and materiais pursuant (o Ruale
3 ta) through (¢) above or any other applicable provision of
rhese Special Protect Rules and Overating Procedures. shall
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treat all or any part of such information and materials as
confidential and shall prevent their release to any third party,
except that this confidentiality provision shall not cover such
information and materials that: (i) are or become generally
available to the public other than as a result of a disclosure by
the Unit Operator or an affiliate in violation of this provision;
(ii) the Unit Operator or an affiliate already possessed on a
non-confidential basis; or (iii) the Unit Operator or an affiliate
is obligated to disclose by law, subpoena, or the order of a
court or other governmental entity having jurisdiction.

RULE 10. Completions within the Unitized
Formation underlying the Unit Project Area by anyone other
than the Unit Operator are prohibited.

RULE 11. These Special Project Rules and
Operating Procedures shall not apply to any well that does not
penetrate the Morrow Formation within the Grama Ridge
Morrow Gas Storage Unit Project Area.

(2)  The Special Project Rules and Operating Procedures for the Grama Ridge
Morrow Gas Storage Unit Area shall become effective May 1, 2001.
oy Jurisdicten o7 this cage s orswamnad Tor he snir of such turther orders as the

Division maxv deem necessary.
DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

\x/

/?:X’ ; \‘/\//L/Q/—Tl 1/(/&(/2,(/%\

e T e b N Rl S

oS e TEZINZ3EE

Director
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Drilled Thru UF, No Casing Set, No Completion

™ Rridyge Plug

Cemernit Plug

Rule 7(b)

casing Set into UF with Completion Below

Operator's Perfs

@ 3 =

MW
R S S e N N T R A NN N

R R R R, \m%\ T M‘I\\
3, A

5 R T

\_\ %

N

squeeze Cement
Sgueeze Cement

xhibit

—

[




xhibit

c

>)

/

Hole drilled Thru UF with Completion Above

=

o ¢ =
£ £ =z
¢ [ o
o @) g
0 [ >
z < <
Q O

jou &

O

P

T ~~:~;~<:~;~>;;~:c;ﬁ
RSN

N \\§ RO

Cement Plug

Rule 6(¢

Hole drilled intu UF with Completion Above

Squeeze Cement

Operatur’s Perfs

A

RS

AR

[

RN \E&\‘{\ RS

Cement Plug
\ -




STATE OF NEW MEXICO —~
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT -
OIL CONSERVATION DIVISION / y/

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

CASE NO. 12622
ORDER NO. R-11768

NS

APPLICATION OF. NEARBURG EXPLORATION COMPANY, L.L.C. FOR TWO
NON-STANDARD GAS SPACING UNITS, LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION
BY._THE DIVISION:

This case came on for hearing at 8:15 a.m. on June 28 and July 26, 2001, at Santa
Fe. New Mexico, before Examiner Michael E. Stogner.

NOW, on this 22nd day of May, 2002, the Division Director, having considered the
testimony, the record, and the recommendations of the Examiner,

FINDS THAT:

m Due public notice has seen giver. and the Division has iursdiction >t fais
case and s subject marer.

2 The apriicani, Nearturz TXpICramiin COmDpany. —o.l. "’\aarduzg"fj sgexs

exception o the spacing provisions of Division Rule (04.C (2}, revised 5y Division Order
No. R-11231, issued by the New Mexico Oil Conservation Commission in Case No. 12119
on August 12, 1999, in order to create two non-standard 160-acre spacing units within the
East Grama Ridge-Morrow Gas Pool comprising: (i) the NE/4 of Section 34, Township 21
South, Range 34 East, NMPM, Eddy County, New Mexico, to be dedicated to the Nearburg
Producing Company's existing Grama Ridge East "34" State Well No. 1 (APY No. 30-025-
23948, ccaied it 4 standard gas wel Lccation .543 [zet Tom e NOI UNe and FYL Ieel
from the East line [Unit H) of Sectdon 34; and /i) the SE/4 of Secticn 34 10 e dedicated o
the =0C D\esourcvs inc. ~3Deraleu Zianc '34" State Weld No. [ AP No. 30-025-26318),

lccatzd a2 standard gas well location 12370 fest Tom e South lne and Sod eer Tor The
Tags ima T s = Kan—on T4
S =~ =3 b} [T, - a Tacr R ng
13 Tae &2 of Secden 34 iz nelucsd = the Fast srama Rodge-Momow
) -~ - e -~ LT . N i _ 2 e T L e — _
Prolinl tme AT D TR sentiorm s motme Tramms oZdoaliisreoev 28 Pool 2070 Don.f ars
_ i T T , .
S - o m— = i oo am Lina mmme Ao A 1T = _——
[N = < LTINS XL2 “oo =i A5 OTPTTESO. WILICZ 2ITUULASE LO0T coL-allTospacing TS
S0mprising anyv TWo CORIIZLOUS JUArter seCTons of a single govermmental secuon and

ILLEQ IBLE
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provides for infill development (a total of two wells per unit); provided however, there
can only be one well in each quarter section.

(4)  All of Section 34 is within the Grama Ridge Morrow Gas Storage Unit Area,
which was unitized for the purpose of gas injection, storage, and withdrawal within a
portion of the Morrow formation, as provided for by Division Order No. R-11611, issued in
consolidated cases No. 12441 and 12588 on July 3, 2001.

(5) Redrock Operating Ltd., Co. of Coppell, Texas (“Redrock™), an overriding
royalty interest owner in the SE/4 of Section 34, appeared at the hearing and presented
evidence in opposition to the application. Raptor Natural Pipeline, LLC, operator of the
Grama Ridge Morrow Gas Storage Unit Area and a unit well in the W/2 of Section 34, and
Wayne Newkumet, James E. Brown, Brent D. Hilliard, Wendel Creech, and David F.
Alderks, all of Midland, Texas and all overriding royalty interest owners in the N/2 of
Section 34, appeared through legal counsel but did not oppose Nearburg’s request.

(6) On October 10, 1979, the above-described EOG Resources, Inc.-operated
Llano "34" State Well No. 1 in the SE/4 of Section 34 (originally drilled by Minerals, Inc. )
was completed in the East Grama Ridge-Morrow Gas Pool. A standard 320-acre stand-up
gas spacing unit comprising the E/2 of Section 34 was dedicated to the well under a
communitization agreement approved October 19, 1979 and made effective Mav 1, 1979 by
the New Mexico State Land Office ("NMSLO™). Tais well last produced in 1991 and the
-omw.nzanon agreement was ‘erminated m the NMSLQ sffecave March 21, 1991, This

C-30Ts urit c2asad Tosxsst when he well st UL_DCC 'JI'ACLCL_._ ind the COmMMUNINZAGCE

ag‘erL_L\aLA‘ VL&AL‘-‘ at’:n

(7)  Evidence indicates that Redrock acquired the working interest in the SE/4 of
Section 34 by assignment on March 1, 1998. On May 27, 1999 Redrock assigned its interest
to Roco Resources Company, Inc. of \/hdland, Texas, reserving however a 10% overriding
royalty interest.

3, The svidence presenied 0y Nearpurg and the records of the Division
sstablisk that:

sersc ov e _\;\lb.l_,\_/ at the December, 199% lease sals; -
NMSLO request for bids conwmined 1o s*mulatzons or

..,_\{3.,.-.‘_,\._‘ BTN ,..“.7 Py avigmm—m s - a s e s - - =
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©

¥

Morrow Gas Storage Unit;

Great Western Drilling Company of Midland, Texas was the
successful bidder and received a new oil and gas lease (Lease
No. V-05683) covering the N/2 of Section 34 that became

_effective January 1, 2000;

Nearburg later acquired 75% of the interest of Great Western
Drilling Company in the N/2 of section 34. On February 28,
2000 the Division’s district office in Hobbs approved
Nearburg Producing Company’s “Application for Permit to
Drill (“APD")” (Division Form C-101 with Form C-102
attached) for its above-described Grama Ridge East "34"
State Well No. 1 at a standarc gas well location on a standard
320-acre lay-down gas spacing unit comprising the N/2 of
Section 34,

the Grama Ridge East "34" State Well No. 1 was drilled in
March, 2000 to a depth of 13,500 feet"and completed as a
Morrow gas well on June 9, 2000; on June 19, 2000 the
Division’s Hobbs district office approved Nearburg
Producing Company’s “Request for Allowable and
Authorization :0 Transpor: " Division Form C-104), and on

Tune 22, 2000 sprroved 2 testing allowable for the well;

in July, 2000 Nearburg Producing Company was notified by
the Division’s Hobbs distmict office that the previously
authorized lay-down N/2 spacing unit included acreage from
two separate Morrow gas pools [see Finding Paragraph No.
(3) above];

Division Rule 104.D, as revised, with the Division’s Santa
Fe office on Januarv 3, 20C1 for the rwo subject 160-acre

non-standard gas spacing unit within the E/2 of Section 34;

Neardurs Aled a0 ACmImSTINVe 3pDACATion nurstani
3

ivs o madeguEiz SOOZlENID JUrsLanl o JUTIIIn XIé
1207.A (3), the adminiswanve application was ruled
incomrizte hv the Division or Fepruary 3, 2601, and
Nearburg was Iulv initrmed oV LeTar 0 rovids such monc

subseguent o Nearburg’'s nemficarion. Redrock  fled
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objections in a timely manner with the Division on February
12 and 14, 2001; the application was then set for hearing
before a Division Examiner;

)] pending the hearing, the Grama Ridge East “34” State Well
: No. 1 was allowed to continue producing gas from the East
Grama Ridge-Morrow Gas Pool;

&) at the conclusion of the June 28, 2001 hearing, a four-week
continuance was granted in order to give all the parties in this
matter the opportunity to reach a mutually acceptable
agreement; and

D at the July 26, 2001 hearing, the Examiner ordered Nearburg
to shut-in its Grama Ridge East *34” State Well No. 1
because an agreement had not been reached.

(9)  The evidence and testimony presented in this case and in Division Cases
No. 12441 and 12588 [see Paragraph Nos. (8) and (9) of Division Order No. R-11611]
indicate that although the Nearburg Producing Company-operated Grama Ridge East “34”
State Well No. 1 is completed in and producing from the Morrow formation, it is not in
communication with-the unitized interval of Raptor Natural Pipeline LLC’s Grama Ridgs
Moerrow Cas Storage Unirt.

hi

(10 Nearburg Zxpic o ton  Companv, _oi_ oresenied  esngneerng  andc
geological testimony in suppor: of its application, which the Division finds inconclusive
for the following reasons:

(2) Nearburg developed a P/Z curve with bottom-hole flowing
pressures instead of static reservoir pressures, and for a
deep gas well such as the Grama Ridge East 24" Stare
well No. 1, e difference perween the static reservoir
pressures and bottom-hole flowing oressures can be

substannal.

i The zas somoressi™iliTs Totore or ke miaotoranon aoon
;e .- factor) and me gas Tormanton volume factors (Bgo
depend on and change with temperaturs and oressurs,
“Wher the orassures and the TEmMTErAatiTas ZTs ncorect. ths
calcuiated 2 values are ar-Imeols, thersforz aplot 21 2 7

VErsus mwamc production Vvu give a wrong slope,

whiak mametrag fmen 2o 5 Twies -
S < > :
nIon TR RTEY Tz - ST RS
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Estimated Ultimate Recovery (EUR)*. Nearburg arrived at
an estimated ultimate recovery of 1.1 Bcf using the material
balance method, which Nearburg’s witness admitted to be
too low.

()  The decline curve analysis presented by Nearburg is not
‘precise enough to support any conclusion about the ultimate
recovery from the Grama Ridge East “34” State Well No.1.
Nearburg’s witness testified that the well is declining
between 50 and 82 percent annually, with probable
estimated ultimate recovery of 1.7 Bef. A range of 50 to 82
percent is too wide to use as a basis for estimating ultimate

TECOVery.

(d)  Nearburg’s witness calculated an estimated ultimate
recovery of 2.7 Bef from the geological isopach map of the
Grama Ridge East Morrow sands.

(e) Haas Petroleum Consultants conducted volumetric analysis
for Nearburg and demonstrated that the estimated ultimate
recovery is about 3.0 Bcf. The ultimate recovery as
presented in Nearburg’s tesimony ranges from 1.1 to 3.0

Bt

Using an sstimated dilimate recovery oI L., BCI, \earourg
presented testimony that the size of the reservorr is between
140 and 165 acres. If the size of the reservolr 1s between
140 and 165 acres, we can calculate the drainage radius to
be between 1393 and 1513 feet respectively. Since the well
is located in the NE/4 of Section 34, Township 21 South,
Range 34 East, NMPM, Eddy County, New Mexico, at a
standard gas weil location 1348 feet fFom the North line
and 990 feet from the East line (Unit H), it is probable that
the SE4 of Section 34 is conwmibuting recoverable
hvdrocarbons in this interval even under Nearburg’s
conservative astimates of uitimate recovery,

*ZUR is caicuiared as foilows: EUR = [P1Zi — PasZaj/siope where
. incdicates riTal conditions ard z indicares abandonmment

—a
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(11)  There is insufficient evidence to support Nearburg’s contentions about the
size, shape, and orientation of this producing interval or to show that the SE/4 does not
contribute recoverable hydrocarbons in this interval.

(12)  The application of Nearburg for approval of two non-standard 160-acre gas
spacing units within the East Grama Ridge-Morrow Gas Pool comprising the NE/4 of
Section 34 and the SE/4 of Section 34 should be denied.

(13)  All past and any future Morrow gas production from the Nearburg Grama
Ridge East “34” State Well No. 1, as described above, should be allocated to either: (i)
the N/2 of Section 34, being a standard 320-acre lay-down gas spacing unit, in either the
East Grama Ridge-Morrow Gas Pool or the Grama Ridge-Mormrow Gas Pool, depending
on the necessary adjustment to the pool boundaries to be sought through the Division’s
nomenclature process; or (ii) the E/2 of Section 34, being a standard 320-acre stand-up
gas spacing unit in the East Grama Ridge-Morrow Gas Pool.

ITIS THEREFORE ORDERFED THAT:

(1) The application of Nearburg Exploration Company, L.L.C., for an exception
to the spacing provisions of Division Rule 104.C (2) creating two non-standard 160-acre
spacing units within the East Grama Ridge-Morrow Gas Pool comprising: (i) the NE'4 of
Section 34, Township 21 South, Range 34 East, NMPM, Eddv Countyv, New Mexice, o be
dedicated 1o the Nearburg Producing Company's existing Grama Ridge East "347 State Wzl
No. 1 (API No. 30-025-34948), located at a standard gas well location 1348 rfeet Jom the
North line and 990 feet from the East line (Unit H) of Section 34; and (ii) the SE/4 of
Section 34 to be dedicated to the EOG Resources, Inc. Llano "34" State Well No. 1 (API
No. 30-025-26318), located at a standard gas well location 1650 feet from the South line
and 660 feet from the East line (Unit I) of Section 34, is hereby denied.

o) The abowz-described Nearburz Producing Company Crama Ridge Zast "34"

State Well No. 1 shall remain shut-in pending the following:

(a) establishment of a standard 320-acre stand-up gas spacing
unit comprising the N/2 or the E/2 of Section 34; and

(b designation of 2 single Division-approved operaior ior s
unit and the applicabiz well dedicated thereto.

?n
]
t
ng
(g1

{3) Jurisdicton is hersbyv retainec for Gie eniry of suck further orders

Division may deem necessary.
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DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

otk

LORI WROTENBERY
Director




'GRAMA RIDGE MORROW UNIT
WELL COMPLETIONS/RE-COMPLETIONS

MORROW FORMATION
WELL SECTION - DATE
GRMU #1 . 3 08/19/65
GRMU #2 34 03/18/66
GRMU #3 33 12/01/66*
GRMU #4 4 06/01/65
*Re-completion

NMOCC CASE NO. 12622/12908
OCTOBER 22, 2002
RAPTOR NATURAL PIPELINE, LLC

§ EXHIBIT NO. 16

e
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ué..or_:. COPIES RECEIVED = P -2 c-105 .
_ . OISTRIBUTION i o é cg.ud 1-1-65
pSantare ] NEW MEXICO OIL CONSERVATION cmmnsslqu e @3’" of Lease
 FILE ~ IWELL COMPLETION OR Rgﬁ%LETIUN REPORT"‘AND LOG R D
U.8.G.S. : 4 a 5. 5. State O1l & egze No. -
LAND OF FICE SE? L‘ = c% NM-1692 2
OPERATOR § s \
& NN NN
la. TYPE OF WELL 7. Unit Agreement Name
‘:':u. ‘ :‘:’..,. oRy D © orthEm
b. TYPE OF COMPLETION 8., Farm or Lease Name
wErL bl O P sacx A armen GRA State
Z.. Name of Operator - o 9. Well No.
Shell 0il-Company, Western Division - 1
17mma51ra;;55——gg;—35———7—F——-‘—f—— T 10. Fleld and Pool, or Wildcat
| __P. 0. Box 159, Midland, Texas 79704 ¥ildeat
4, Location of Wel -
wniteEtter B tocatoo _12.8.0_ reer rnom the _DOTER Lie AND FLET FROM \\\\\\\\\
m:'awest ‘LI;; nw sKc. 3' ;rwp 225 RGE. 34E NMPM \\\\\\\ \\\\\\\
1§, Date Spudded 18, Date ‘I'.D Romhod 17, Date Compl. (Rcady to Prod.) |18, Elevations (DF, RKB, RT, GR, etc) 19 Elev. Caahmqhoad
6=1-65 - 8-9-65_ August 19, 1965 3644' DF -
20. Total Depth. - | 21. Pluq Back T.D. 22. It mn;mpu Compl., How | 23, gxrtﬁvds , Rotary Tools -, Cable Tools
13,257" 13,207 - - —»0-13,257' | -

i 24, Pruduclnq Intervalis), of this completion — 'I‘op, Bottom, Nam
12 827' - 12 847' Pennsylvanian o

25. Was Directional Survey
Made

No

26, Type Electric qnd chcr r.oqp Run

_GR/S.2ILL8. ML, Proximicy

27. Was Well Cored

CASING RECORD (Report ail strings set in wall)

- -Yeg ~o-- o —

" CASING SIZE " |"WEIGHT LB./FT. DEPTH SET HOLE SIZE CEMENTING RECORD AMOUNT PULLED
16! . 1 .-65# ; 370 20" 4500 sx. -
10-3/4" " |'51# & 55.5¢ 5643" 15" 1000 sx. -
7-5/8"  129.7# &33.7 11.820" 9-5/8" 1200 sx. -
29, " . = LINER RECORD : . - ‘ I v TUBING RECORD
SIZE TOP B8OTTOM SACKS CEMENT| _SCREEN SIZE DEPTH SET PACKER SET
5=1/2" 11,474' 13,252" "\ Z@‘ RS 2-7/8" 12,700' 12,700'
31, Perforatton Record (Interval, size and number)" 32. ACID, SHOT, FRACTURE, CEMENT SQUEEZE, ETC.
12,827"', 12,829' , 12,831', 12,837', DEPTH INTERVAL AMOUNT AND KIND MATERIAL USED
12,839', 12,843', 12,845’ 1/ft.
12,847"
33, SRR PRODUCTION :
- Well Status (Prod. or Skut-in)

Date First Production :.'

August 19, 1965

i - 7 Production Method (Flowing, gas lx.ft, pumpmg — Size and type pump)

' Flowing

Shut in J

ou - Bbi. Gas — MCF

Water — Bbl..

Vented

Date of Test Howrs Tested Choke Size ;rod‘n. For Gas —0Ofl Ratio
. est Period .
8-19-65 24 21/64" |y | - | 26.5m@cF | - -
Flow Tubing Press. Casing Pressure ga.lcuémd 24~ Ofl — Bbl. Gas — MCF Water — Bbl. OU. Gravity — API (Corr.)
our
4090 —e 1 26.5 MMCF
34, Disposition of Gas (Soid, used for fuel, vented, etc.) - ) Test Witnessed By

A. L. Ellerd

35. List of Attachments

(. Drill Stem Tests

36. I hereby certify that the information shoun on both sides of this form is true and complete to the best of my knowledge and bel:ef

SIGNED 4/74/%'1 C. R. Coffey

Acting District

rniteExploitation Engineer

September 10, 1965

DATE
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N

NO. OF coRlES REXCKIVED

DIBTRI3UTION

S

SANTA FE

FILE

U.5.G.5.

LAND OFFICE

CPERATOR

NEW MEXICO OIL CONSERYA MRS
WELL COMPLETION OR RECOMPLETION

MOOEBIELO (T

EPORT AND LOG

Form C-105
Revised 1-1-65

Indicate Type of Lease

State Feae D

5. State Oil & Gas L.ease No.

EB59

\\\\\\\\\\\\\\\\\

la. TYPE OF WELL

2 O]
WELL

b. TYPE OF COMPLETION

GAS

WELL E DRY D

OTHER

t Agreement Name

8. Farm or Lease Ncame

NEW L WORK PLUG DIy,
WELL ‘ OVER D ouuu_D BAGK D RESVR, OTHER GRB State
3. Name of Operator 9. Well No.
1

Shell 0il Company - (Western Div:.sion)

i, Address ot Operator

P, 0, Box 1509, Midland, Texas

79701

1 10. Field ‘and. Pool, or Wildcat

Grama Ridge-Morrow Gas

i. Location of Well

DO

NIT LETTER L LOCATED 1980 FEET FROM THE SOUth LINE AND ___O0OU = 660 FEET FROM

;«a Wesi:_uu.r ox s::'.: 34 . ngZlS RGIG 34E NMPM \\\\\ Lea \\\\\\\ '

5 Date Spudded .. 18, Date T.Da l?.oa:chod 19 Dcte Compl (Rqady to Prod) 18. Elevuuor_zs_ (QF RKB, RT, GR, etc.)| 9. Elev. Cashinghead

' 10-27-65 | - 2-23-66 - | .3- 18-66 3651 DF -

0, Total Depth . 21, Pju? Buck "If\. 222, I,fak;lmyz.lt_ipleiCofnpl.{ Howﬁ ‘ 23. g\rﬁgglsy | Rotary Tools , Cable Tools
 14,603" 13,1940 . - ——> ! 0-14,603" ! -

. Producing Interval(s), oi this completion — Top,; Bottom, Nau;g

13, 921‘-13 056'

\

L

3

Morr ow—l?ennsylvanian

25. Was Directional Survey
Made

Yes

6. Type Electric cmd Other Loqs Run

GR/N BHC/Sonic-GR Profimity-Micro Log., Micro Log, DI-L

27. Was Well Cored

No

CASING RECORD (Report all strings set in well)

CASING SIZE - WEIGHT LB./FT. DEPTH SET HOLE SIZE CEMENTING RECORD AMOUNT PULLED
(20" ). o4#>.. - |- 362" 26" 500 -
13 378" "1 72, e8#, et 5726" " | T-17°1/2'" 900 -
9 5/8" 53,5%# - 11897' .. 12 174" 1000 -
1

9. ~ 1" . LINER RECORD - N A 30. TUBING RECORD
SIZE TOP BOTTOM SACKS €EMENT| ., SCREEN SIZE DEPTH SET PACKER SET
7" 11571' | 14082" 860 2111° 2 1/2" 12,788" 12,788"

1. Perforation Record. (Interval, size and number) - 32, ACID, SHOT, FRACTURE, CEMENT SQUEEZE, ETC.
]_2;9“21 ', 12,922', 12,924, 12,926' , 12,928]', DEPTH INTERVAL AMOUNT AND KIND MATERIAL USED
12,930', 12,932', 12,934', 13,020', 13,022[,

13,051', 13,056' . .
1 JSPF 2" -, X

R =i - ~ PRODUCTION

ate First Production - Kl Plroduction Method (Flowing, gas(lift; pﬁmpmg  Size and type pump) Well Status (Prod. or Shut-in)
3-18-66 Flowing _ Producing

ate of Test | Hours Tested Choke Size ?‘:.‘2'%;532 =J&— Bbl.Cond ,Gas — MCF Water — Bbl., e GLR
3-21-66 24 12/64" | 60 l. 31,753 [ - 142 MCF/hb1

low Tubing Press. Casing Pressure ggfcruéztteed 24 Seak_ Bol.Cond,  Gas — MCF Water — Bbl. C‘gﬂ: Gravity — . API (Corr.)

5890-5609 - —_ 60 31,753 [ - 48,8°

l. Disposition of Gas (Jold used for fuel, vented, etc.)

Sold

Test Witnessed By

A, 1, Ellerd

i, List of Attachments
Dri

in [ hereby certify that the information shown on both sides of this form is true and complete to the best of my knowledge and belief.

SIGNED

N

{

miree Staff Exploitation Engineer pare__March 23, 1966 |

z :




R INSTRUCTIONS: 2/ 7~

stcxte 1and where six coplea ore required. See Rule 1105.

This form is to ke filed with the appropriate Distrct Office of the Commission not later than 20 days after the completion of any newly-drilled or
deepened well, It shall be accompoanied by one copy of all electrical and radia-activity logs run on.the well and « summary of il special tests con-
ducted,. inctud!.nq drill stem tests. All depths reported shall be nmiéasured depths. In the case of directionally drilled wells, true vertical depths shall
also be reported. For mu.ltiple completions, Items 30 through 34 shall be reported for each zone. The form is to be filed in quintuplicate except on

°

INDICATE FORMAT[ON ‘TOPS IN CONFORMANCE WITH GEDGRAPH!CAL SECTION OF STATE

Southeastem New Mexico

P

. Penn. "B"-‘V ‘

Northwestem New Mexico

T. Anhy Ca&von~ T. Oi;: Alamo =
T. Salt__l.ZQ.ﬁ__(:tl%LS_)_ T Strawn T Kiftland Fruitland Penn. ““Cliiiz s s
B. Salt— - “F. Atoka T. Pictured Cliffs Penn: D% _
T. Yates ; ! . f"2 ! . "Miss I-'__-MMT?' kliff House Leadville
T. 7Rivers 4423' ('122')’1‘ Devoman T. Menefee Madison
T. Queen T. Silurian _lé.,ééﬁ_(_lﬂ,JQ;; 'l%amt Lookout e Elbert
T. Grayburg —— T. Montoyd T. -Mancos McCracken
T. San Andfes.,.__._,__.ﬂ._ T, Simpgon e ___ T, Gallup . Ignacio Qtzte -
T. Glorjeta ' i T, McKee —— - ' - ' _ ‘' Base Greenhorn Granite
T. Paddock=i_ - - T. Ellénburger.~_' .- - ¥ Dakota '
T. Blinebry. T. Gr. Wash T. Morrison
T. Tubb — ‘T. Granite T. Todilto - - —
T. Drinkard :: --i T Delaware Sand—— _____ T.Entraia -
T. Abo Bone Spnngsw'i‘) Wingate’ <
T. Wolfcamp_ll.,.ZlZ_C_lﬁZﬁ’r) Delaware Mtun. 5567 (vl%hn
T. Penn. - T. Permian i
T Cisco l\Bough Des_Moin.es_]_]_,_ﬁa.Q_(=802§='e)m CAr_ - :
toka 3 ford 14,288'(-10,637') = ‘
rrow E]:a :LCS § }20 gy&? TIONCRECORD {Attach additiond sheets if necessafy)
o | 170‘0“ J-,700 Red Beds’ ' -
1700 5560 | 3860 | Anhydrite, Salt, & Limestgme
5560~ 1 8970 3410 | Limestome & Sandstone
8970 |11890| 2920 | Limestone, Sandstone, Chefit & Shale
11830 12520 630 leestone & Shale :
12520 12720 200 leestone Shale, Sandstoqe & Chert
12720 112840 120. v_]'_.ime_astone & Shale e B
12840 |13100| 260 | Sandstone, Siltstone, & Shale
13100, ¢ | 14450 1350 Shale & Limestone ‘ !
14450 14600 150 Dolomite '

Ley v J




Attachment for NMOCC Form C-105" HoBBS 05KL8E 0.6 %émpany

Dated March 23, 1966 . m zg*?WM‘:S |
| - . MSBlrion 34, T-21-S, R-34-E,

DST #1:

DST #2:

NMPM Survey,- Lea County, New Mexico.
AR 4 M 5:05

12,680'-12,937' (257' Morrow). Nitrogen valve at 10,487'., 2450' Nitrogen
blanket pressured to 1535 psi surface pressure. Tool open 247 minutes,
including 17 minutes pre-flow, thru 5/8" BC, 1" TC, 4 1/2" DP w/strong
blow. Nitrogen to surface 4 minutes, Mud to surface 14 minutes. GTS

15 minutes, Flowed to pits 20 minutes. Turned thru separator and flowed
at following rates: (Variable choke not operating properly).

Flow Time Flowing Surface Pressure Rate
15 minutes 3000 psi -

30 minutes _ 5500 psi -

45 minutes ' 5100 psi -

55 minutes 5000 psi -

75 minutes 4700 psi 11 MMCFPD
90 minutes 4500 psi . 13 MMCFPD
110 minutes 4200 psi -
125 minutes 4000 psi 15 MMCFPD
130 minutes 4000 psi -

Total liquid recovered while flowing 3.3 BC + 3 bbls BS&W,

Gas Gr. 0,592 w/no COy or HyS, Condensate Gr. 51,89 APT,

Total pipe recovery 50' (0,51 bbls.) condensate, No water recovery,
Pit mud filtrate titration 1500 ppm C1l~, 100 minutes ISIBHP 7682 psi.
FBHP 5648-6784 psi. 208 minutes FSIBHP 7682 psi, HMP 8460-8341 psi.

* BHT 177°F.  Positive Test., (Cook)

14,475'-14,603"' (128' Silurian Dolomite)., 1000' Nitrogen blanket pressured
to 1475 psi. Tool open 150 minutes, 5 minutes preflow, thru 5/8" BC,

1" ¢, 3 1/2" & 4 1/2" DP with fair tq.medium blow increased to strong in
10 minutes & decreased to mo blow in 45 minutes, NGTS. Recovered 670'

(10 bbls,) slightly gas cut mud + 5000' (45 bbls,) salty sulfar water.

150 minutes ISIBHR 6162 psi, FBHP 2319-2270 psi, 150 minutes FSIBHP

6162 psi, HMP 7198-7198 psi. Positive Test. (Cook)




a

- - NEW MEXICO OIL CONSERVATION COMMISSION ety ot

. Revised 5/1/57",
\ WELL LOCATION AND ACREAGE DEDICATION PLAT .
' SEE INSTRUCTIONS FOR COMPLETING THIS FORM ON THE REVERSE SIDE '
SECTION A .
Operator T . Lease . Well No.
-~ Llano, Inc. Grama Ridge Morrow Unit '
Unir Letter . Section Township Range County
E 3 22 South I 34 East - Lea
Actual Footage Location of Well: ) » }
660 feet from the . West lineand 1980 . feetfromche North line
Ground Level Elev. | Producing Formation Pool Dedicated Acreage: _
3630 . Morrow - Grama Ridge. Morrow (Gas). 320 Acres

1. Is the Operator the only owner in the dedicated acreage outlined on the plat below? YES — NO X __ . ("Owser’ means the person
who bas the right to drill into and to produce from any pool and to appropriate the production either for bimself or for himself and
another. (65—3—29 (e) NMSA 1935 Comp.) '

2. If the answer to question one is "‘no,’® have the interests of all the owners been consolidated by comn_mnitization agreement or other-

wise? YES X NO . If answer is "*yes,”’ Type of Consolidation __.llﬂ.j_t_Agr.egmﬁnt
3. If the answer to question two is ‘'no,’’ list all the owners and their respective interests below:

Owner Land Description

SECTION B : . CERTIFICATION

I hereby certify that the information
in SECTION A above is true and com-

E-p141
L1bno et al (WI)

plete to the best of my knowledge and
belief.

Namd~

Mgr.' Pet. & N.G. Engr.

} Compaay
Llano, Inc.

Dace

May 2, 1979

I hereby certify that the weil location
shown on the plat in SECTION B was
plotted from field notes of actual

surveys made by me or under my
supervision, and that the same is true
and correct to the best of my knowledge

—_ —— and belief.

\
|
{
|
!
|
|
; __f'__-_._.___{__ ________ Al Klaar
' S I Position
o )
|
[
|
[
|
[
|
{
|
|
I
|
|
|
|
-+

} pool limits and changing pool frules to 320 acre spacing. Date Surveyed

l | 5-29-65

Registe red Professional Engineer

| |
| | and/or Land Surveyor
b |

{

John W. West

Cerrificate No.

0 330 660 990 /320 1650 /980 2310 2640 2000 1500  jqo00 500 a




" NO. OF COPIES RECEIVED . . S R

DISTRIBUTION
SANTA FE
FILE
U.8.G.3.

LAND OFFICE Ei z;

OPERATOR : i

NEW MEXICO mmﬁﬁm&mlssnm

32
'

3? i - Form C-103

3 Supersedes Old
C-102 and C-103
Effective 1-1-85

1 3

b

ig}l'ﬁ

Sa. Indicate Type of Lease

State @ Fee. D

5. State Ol & Gas Leaae No.

66 De

SUNDRY NOTICES AND_ REPORTS ON WELLS

R PLUG BACK TO A DIFFERENT RESERVOIR,
(roku C l0|) FOR SUCH PROPOSALS.)

(DO NOT USE THIS FORM FO
1.
118

L3 “AP’LKCATION FOR PRRMIT -t
i [

GAS

WELL OTHER-

N 7. Unit Agreement Name
South Wilson Deep Unit

X
3. Name of Operator
Sinclair 0il & Gas Company-

8, Farm or Lease Name

South Wilson Deep Unit

3, Address of Operator 9. Well No.
Shell 0Oil Companz,(Wéstern Division)P 0. Box 1509, Midland, Tex. 79701 2
1, Locattion of “Well 10, Fleid qnd.P\ool, or Wildcat
UNIT LETTER J » 1980 - i FEET FROM THE south LINE AND—JQ.L_ FEET ¥ROM Grma Rid e Morrow Gas
33 218 34E \
s ieeeeae. o INE , S ECTION TOWNSHIP RANGE NMPM.
N

\\\\\\\\\\\\\\\\\\\\\\\

3656"

15. Elevation (Show whether DF, RT, GR, etc.)

12. County
Lea

DA

Check Appropriate Box To Indicate Natu:e of Notice, Report or Other Data

NOTICE OF .INTENTION TO:

PLUG AND ABANDON D

]

PERFORM REMEDIAL WORK D
TEMPORARILY ABANDON
PULL OR ALTER CASING CHANGE PLANS

OTHER

D,

SUBSEQUENT REPORT OF:

[X]

m

s

]

PLUG AND ABANDONMENT D

O

REMEDIAL WORK ALTERING CASING
COMMENCE DRILLING OPNS,
CASING TEST AND CEMENT JQB

OTHER

7. Descrlbe Proposed or Completed Operationa (Clearly state all pertinent details, and give pertinent dates, including estzmated date of stanmg any proposed

work) SEE RULE 1103,

October 10, 1966 thru December 1, 1966.
Recompleted from Bone Spring to Morrow Gas.

1. Pulled tubing & packer..

2. Squeezed Bone Spring perforations 10,675' - 10,711' w/150 sx. Trinity Inferno Slo-set
cement at 5500 psi.
3. Pressured casing to 5000 psi, pressﬁre dropped to 500 psi in 15 mins.
4. Resqueezed perforations w/75 sx. Trinity Inferno Slo-set cement at 6000 psi. Top of
cement 10,428'.
5. Drilled firm cement 10,428' - 10,712'.
6. Pressured casing to 5000 psi for 30 minutes, no pressure drop.
7. Cleaned out to 13,350' (PBID).
8. I hereby certify that the information al;ova is true and complete to the best of my knowledge and belief.
Shell Oi omp any\ as .Sub~operator
and agent/ A /). . ) . R ;
lengD - J. D. Duren ..., Staff Petrophysical Engineer .., December 5, 1966
= == =

(/é *
3PROVED BY

e oY
it DATE

TITLE
ONDITIONS OF APPROVAL, IF ANY:



8.

10.
11.

212,

13.

14

Ran 364 jts. (11,378') 2 7/8", EUE, 8rd, N-80-tubing, hung tubing at 11,394'.
Baker Model ''D" production packer at 11,400'.

_Installgdawgllhead_equipment.

Pressure tested Via.tubiﬁg to 8000 psi, no pressure drop. Pressured annulus to 5000
psi‘ no pressure drop. Pressure tested wellhead equipment to 10,000 psi, no pressure

Perforated Morrow 13, 031' 13,036, 13,038', 13,039", 13,042', 13,045', 13,051',
13,061", '13,064", 13 066', 13,068', 13,072', 13,075', 13,077' w/1-3/8" JSPF

(total 14 holes) : .
In 20 1/2 hrs.»flewed at - rate of 4.3 MMCFPD + 37 BC thru 48/64" choke. FTIP 850 psi.

Re-perforated 13,246', 13,248', 13,250', 13,252', 13,061', 13,065', 13,067', 13,069",
13,073", 13,075', 13,077', w/1-1 11/16" JSPF & at 13,029', 13,034', 13,036', 13,038',
13,040", :13,042",.13,045", & 13,051' w/2-1 11/16" JSPF.

On CAOFP flowed at rate 4.635 MMCEFED + 5.5 BC/MMCF thru 24/64" choke. FTP 1085 psi.
Condensate -Gravity 50.5° API. .

BEEL 1 e

: :3‘;:'cs



)

S

. 2 Form d‘ios :
) RathPd.l-l-GS

8 Indic of Lease
O state Fee [ ]

C}

NO. OF COPIES REGEIVED X
DISTRIBUTION t HOBAS 08
3 F r-!

SANTA FE - NEW MEXICO OiL. CONSERVATION COMMISSION £ C.C. €.
FILE WELL COMPLETION OR RECOMPLEJJH%EEP ;..
U.5.G.S. _ N Ji 27 _ B
LAND OFFICE
OPERATOR 11" YN T (~

= = T T\ ~ - N
(@ TYPE OF WELL | ~ ~ - 1 ~

-7 ) ’ g’:l._l‘: A » a‘:sl.l. . Dr;’( D OT':IER =
b. TYPE OF COMPLETION i - A ¢ N <

NEW L WORK D PLUG ~DIEF.. .

WELL OVER

oeeex El

BACK

0

]

RESVR.

f—State %h & Gas L.ease No.

E 7574

LERTY

ment ame

|South W:.ls‘on Deep UnltT

OTHER

8. Farm or Leass Name

1South Wilson Deep Unit

3

..Name of Operator

Sinclair 0il Company

~ LN

~ ., .

9, Well No.

2

i, Address ot Operator

hell 6il Company (Western D:Lvn.smn)P O. Box 1509, Midland, Texas 79705

10. Fleld and.Pool, or Wildcat
Wildcat

N~

. Location of Well~~"

-~

=~

N e

b ' - t \\ " ) ' B ’ ) ( -

NIT LETTER J LOCATED 1980 FEET FROM THE south P A Y __LINE AND l980 FEET FROM \\\\\\\\\\

HE e'ast LINE oF sec. ‘33 T rwe. 215 RGE. 3)+E ©_NMPM \\\\\\\ \\\\\\\\ \\ \

5. Date Spudded' - | 16, Date T.Da Reached | 17. Date Compl. (Reméy to Prod.) 18. Elevatlons DF, RKB, RT, GR etc. ) 19, Elev. Cashinqhead )

3-5-66 5-28-66 . | June 27, 1 - 3656% DF

0, Total Depth - \ 21, Flluq Back T.D ' ?.kz If Mu.ltlple Compl., How 23. Imelmls , Rotary Tools , Cable Tools
13,403" . . 13,350" - e o - 13,403 | -

4. Ptoducing Interval(s), of t1i%s compietion — Top, Bottom, Name

Bone Spring

10,6754 - 10,714
13,173% - 13,252’

. Morrow

| 25. Was Directional Survey
Made

yes |

6.

Type Electriciand Other [Logs Run,

-

DIL, BHC-Sonic, Proximity-Microlog

27, Was Well Cored
. no

8,

CASING RECORD (Report all strmgs set in well)

"CASING SIZE

“WEIGHT LB./FT. DEPTH SET HOLE SIZE CEMENTING RECORD AMOUNT PULLED
13 3/8" LB# 375° 17 1/2" 40O sx. -
9 5/8" 36# & Lo 5706! 12 1/4" 1300 sx. -
™ o0# 11900~ < | -8 3/L" 650 sx.
3. ) LINER:RECORD S 3q, TUBING RECORD
SIZE ToP BOTTOM SACKS CEMENT SCREEN . SIZE DEPTH SET PACKER SET
4 1 /oM 11,593 | 13,396" 225 1803" 2 1/2" 10,600'" 10,600
1. Perforation Record (Interval, size and number, . 32, ACID, SHOT, FRACTURE CEMENT SQUEEZE, ETC.
13,143 ~ 13,148' 3/ l/ft DEPTH INTERVAL AMOUNT AND KIND MATERIAL USED
13,173% - 13,252° 1 11/16" 1/ft. 10,675'-10, 7LL' |500 gallons 5% NEA
10,675 - 10,711° 3/8" 1/ft. 13,1437-13, 158" |Squeezed w/¥2 sx. at 6500 psi.
3. PRODUCTION
ate First Production "1 Production Method (Flowing, gas ltft pumping — Size and type pump) Well Status (Prod. or Shut-in)
June 27, 1966 Flowing y Producing
Ite of Test Hows Tested Choke Size Prod'n. For Ofl — Bbl, Gas — MCF Water — Bbl.. Gas —Cfl Ratio
June 29, 1966 18 7/64" IomPered, | 2k | 139 - 5
low Tubing Press. Casing Pressure Calculated 24~ Oil‘—- Bbl. Gas — MCF Water — Bbl. 01l Gravity -- ApP1 (Corr.)
1800 ok Hownee .| 285 | 185 - 128 deg.

.. Disposition of Gas (Sold, used for fuel, vented, etc.)

vented

‘Test Witnessed By
W. D. Moore

. List of Attachments

none

'« { hereby certify that the information shown on both sides of this form is true and complete to the best of my knowledge and be[tef

Shell 0il Qompany as Sub-Operator :
s.asriioAgent J. D. Duren ¢ Staff Exploitation Engineer . June 30, 1966

*Mpllcatlon for Dual applled for.



. = IN_STRUCTIONS oA - - ~ N
~ . t . 1 ’
This fom is to Ko filed with the appropriate District Office of the Commission not later than 20 days after the completion of any newly-drilled or
deepened well. It shall be accompanied by one copy of dl eleeirical and radm—c:ctivity logs run on the well ond a summary of all special tests con-
ducted, including drill stém tests. All depths reported shall be measured depths. In the case of directionally drilled wells, trus verticel depths ghall
aso be reported. For multiple completions, [tems 30 through 34 shail be reported for each zone. The form is to be filed in quintuplicate except on
state lend, where six copies are required. See Rule 110S.

INDICATE FORMAT!ON ‘TOPS IN CONFORMANCE WITH GEOGRAPHICAL SECTION OF STATE

T~

Southeastern New Mexico ' Northwestem New Mexico
T. Anhy___ "~ . T. Chayon T. ‘Oje Alamo ak T. Penn. “B’* >
T, Balt . T. Strawn T. Kirtland-Fruitland T. Penn “‘C»
SB Salt__> - T. Atoka 12,056" T. Pictured Cliffs T. Penn D%,
T. Yates “I. Miss T. Cliff House T. Leadville
T. 7 Rivers T. Devonian T. Menefee T. Madison
T. Queen ~ T. Silurian T. Point Lookout .. T. Elbert
T Grayburg : T. Montoya T. Mancos T. McCracken
T. San Andres._____ T. Sifipson .. T GalInn- s C T. 'Ignacxo Qtzte o>
1. Glotetar__ > T.  McKee ‘ i Base Greenhorn_____. = ) __ T. Granite . ~
T. Paddock " T. Elfenburger —2: ____ T. Dakota : T..
. T. Blinebry. T. Gr. Wash T. Morrison T.
T. Tubb — T. Gramte — T. Todilto - T.
T. Drinkard : ! T. Delawate Sand—___—____ T. Eatrada T — R
T. Abo ' I. Bone Spnngs_8325_____'r Wingate T.
T. Wolfcamp_ Ll 314" _ rDelaware Mountain 551G cpjnte T
T. Penn rDes Moines 11,741’ . Permian T.
T Gisco, (Bough ©) e TMQMW_MZE:_L:;&_Q" ipem “Ar_ :\ 1.
FORMATION RECO RD (Aﬂach addmond sheets if necessary)
From To Thickness Fonnat.ton ) From To Thickness Formation

in Feet. : j in Feet

0 | 1700 | 1700| Red Beds
1700 /5630‘- 3930| Anhydrite, Salt, Limestone
5630 - 9908. 4278 Limestone & Sand
9908 10700 792| Limestone

10700 _{11100 LOO| Limestone, Dolomite, Chemft & Shgle L

11100. [11800 | 700| Limestone, Sand, Chert &fhshale‘ '

11800 (12100 | 300| Limestone, Chert &.-Shale ~ k.

12100 (12700 | . 600| Limestone & Shale

12700° [12960 260| Limestone, Shale & Sand

12960 13403 Lh3 ‘Shale & Sand
A - . oA )

DST #1 4 12 To7r* - 3,060' (263" Morrow) Togil open (305 minutes [(including 5 minutes preflow)

thru 548" BC,| 1" & .3/8" TC, 3 1/2" DP. GTS 2@l minutgs. Adjustablle choke cut out and choke

sizes yndetermined.«|. Flowed gas as -foldows: -~ - - - . SRR L
. Time Rate MM@F FTP (psi)
~- - -1 hour 5.62 1600,
1 hour 5.901 1325
1 hour 15 mins 6.00L , 1100 - T
45 minutes 6.098 1065

Recovery in Hank 10[BC + 10 BW and mud. .Gas (ravity|0.628] Condensate Gravity 50.3 deg. API.
Recoveqed 150" mud and condensate above Nitroglen valfe + 110 gag cut condensate above shut in
tool. |90 mirutes IPIBHP 7880 psi. FBHP 2648~ 2590 |psi. [180 mijnutes FSIBHP 7042 psi. HMP

8567 -|8507 fsi. BHT 172 deg. CONCLUSIVE THST. (Gook)




- B . St -

K NEY MEXICO OIL CONSERVATION COMMISSION ;. . Revised SAVEE

IELL LOCATION AND ACREAGE’ DED!CATIQN PLAT N é

-
-l

" SEE INSTRUCTIONS FOR COMPLETING THIS FORM oums REVERSE SIDE: ‘“*,Ts: G 3
. , SECTION A - , - -
| Operacoc: . olmis Ll aite e@ ea 0 GG) LORSE 5338 DarRsudee. dE winuod wads RIBIS b 'QHN"' Py
Llano, Inc. ) . Grama R1dge Morrow Unit = coazf =54 =
,Unisneuu “Sectioa Tmaip - Counry R
1 F oot & 2 ook 22 Seuth. .. -oanf o .ﬁ—EQS!E,_::-' Tpnimzais uLea —g_q-:r _g

mome Lmou"m 2T R TOLSEEA dwl TR0 24T I S0US UROE SeEERiaEioe Ceh QTN S 2O LR
2310 - feet from the North - line lnd 2310 LubTiefeet from dle . Hest e "-'.,“u’ng B

Level Elev. ME ’  Dedicate
3630 ' ,,.i._!!omu otvaie i L atio Grama E'Ldsg Ewm.,tﬁwl .sazisafl IX |

SSA S

- - —_— .__;_.. -

ST TN TR u—

>1. Is&eW%ﬂym«m&ehMmMm&eMbﬂw};_{ﬁS :NO. x iw m‘ ﬂs.‘gie""“-- _
who bas tbe right to drill into and to produce from any pool and no—appropﬂartbcpm&ctmcubcr for Imu.ulf or [or Emcl[ n?

another, (63-3-29 (e) NNSA 1933 Comp.) - R ——
‘2. If the answer to question one is "no,’* have the interests of all the owners been consohdn:ed by communitization l.gteellen: oc othe:- o

wise? YES_X___NoO . If answer'is **yes,’* Type of Consolidation Mﬂﬂent

3. If the angwer to questiva two is '*no,”’ list all the owners and their respective interests below: O S
Owner ) ] -zzne | Land Descripeioa - 33~ 7 7 . . ‘ s ——

PN L%
PSRy F R B AF A

t
1
Y

- . SECTION B . ' csa'rmcxnou o
mﬁgagzsa] ‘ . I he:eby certify thae tﬁe Mm

us (1/8 Rova ¢ mSECTIONA:boveumndcom—
+ Y o = -§ -1 plete to the best- ofn! howl e and _
belief. -

Name .
Al Klaar
———————————— Position
Mgr. Pet. & N.G. Engr.
Company
Llano, Inc.
Date

May 2, 1979

I heteby certify that the well location

shown on the plat in SECTION B was

plotted from field noces of actual

sucveys made by me or.under my

supervision, and that the same is true

and correct to the best of my knowledge
~4  and belief. '
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Amended plat submitted due to 0}C.D. Order R-5985 contracting
pool limits andlchan_ging pool rlites to 320 ac_:re‘ spacing.

Date Surveyed

! 11-23-64

g - [Registered Professional Engineer
| and/or Land Sutveyor -
i

!

b e e — —

T. E. Chapman, Jr.
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Original Signed By
C. R. Coffey

SIGNED




