CASE 5269: Application of UNION
OIL CO. OF CALIF. FOR APPROVAL OF
i THE ESTACAIXO UNIT AGREEMENT. )
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Unit Name_ ESTACADO UNIT (EXPLORATORY)
Operator _ UNION OIL COMPANY OF CALIFORNIA

County LEA
DATE 0CC CASE NO. 35269 EFFECTIVE — TOTAL SEGREGATION
APPROVED QCC ORDER _NQ . R=4825 DATE ACREAGE STATE FEDERAL INREAN-FEE CLAUSE TERM
Commissioner July 30, 1974 July 30, 1974  1,280.00 . 1,200,00 -0- 80.00 Yes 5 yrs.
July 30, 1974 _ .

UNIT AREA ‘
TOWNSHIP 14 SOUTH, RANGE 35 EAST NMPM )

Section 8 All

Section 17 All
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Unit Name ESTACADO UNIT (EXPLORATORY)

. Operator _ yUNTON OTL COMPANY OF CALTFORNTA
County LEA
STATE LEASE INSTI- RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP, RGE, SUBSECTION DATE ACRES NOT
. RATIFIED LESSEE
1 K-4408 \ C.S. 17 148 35 N/2 7-23-74 320,00 Jake L. Hamon
2 NLLN@QA C.S. 8 148 35E E/2 7-8~74 320.00 Warren-American 0il Comr
3 L-552 v c.s. 8 148 35E E/2SW/4 7-2-74 80.00 Mesa Petroleum Company
4 H.L.wmo\ c.s. 8 148 35E NW/4& 6-26=74 160.00 Union 0il Co. of Calif.
5 16-1043¢" C.sS. 17 148 35E s/2 6=26=-74 320.00 Union Qil Co. of Calif.
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Conmussloner c[ RlUic Lanc]s it coxsa\«vm [ON COMM.

June 25, 1975 f:ii:tg _F:ox 1148

PHIL R. LUCERO
COMMISSIONER SANTA FE, NEW MEXICO 87504

Union 01l Company of Californis
Suite 300 Security Nat'l Bank Bldg.
Roswell, New Maxico 88201

Re: Eatacado Unit
TERMINATION
lea County, New Mexico

ATTENTION: Mr. W. M, (Bill} Staunley

Gent lemen:

The Estacado Unit agreemant, Lea County, New Mexico, was
approved July 30, 1974, by the Comaissioner of Public landa, effective
a8 of the date of approval, The term of such agreemant is contingent
upon the unit cperater drilling one well at a time, allowing net wore
than eix months time between the completion of ona well and the be-
gioning of the next, until & well capable of producing unitized sub-
stances in paying quantities is completed,

Our resords show that you intended to plug and sbandone your first
test well sfnce it was a dry hole, Your C-103 gives & date of December
18, 1974, therefore, your second test well was due June 18, 1973, Iun~
asmuch as the second unit test well was not coumenced, the Estacado
unit sgreement 1s considered to have terminated sutcmstically as of

June 18, 1975,
Plesse notify all interested parties of this actiom,
Vevy truly yours,

PHIL R. LUCERO
COMMISSIONER OF FUBLIC LANDS

BY:
RAY D, GRAHAM, Divector
01l and Gas Division

PRL/RDG/s :
act 0CG~8anta Fa, Nuw Mexico [
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Commissiona' of R;u.{c Lanc]s

ALEX J. ARMIJO July 30, 1974
COMMISSIONER

P, O, BOX 1148
SANTA FE, NEW MEXICO

Unfon 041 Company of Californix
Sufte 300 Security Hat'l Bank Bldsg.
Ros:mll, Hew Maxico $8201

Re: Estacado Unit
lea County, Nev Mexico

ATTENTION: Mr. W, M. (BL11) Stanley

Gint lomon:

The Comaiseionex of Pudblic lands has this dite approved your

Estacade Unit, les County, Mew Mexice., The sffective date to be as
of July 30, 1974,

Encloaed ara five (3) Certificetes of approwal.

Very truly yours,

RAY D. GBABAM, Direster

011 and Gas Depsrtmant
AJA/RDG/ 3

sncls, -~
) 0CC~3anta Ve, MNaw )6:1» /'/




BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
July 10, 1974

EXAMINER HEARING

)
IN THE MATTER OF: )
)
Application of Union 0il Company of )
California for a unit agreement, Lea ) CASE 5269
County, New Mexico. )
)
_______________________ )
BEFORE: Daniel S. Nutter, Examiner.
TRANSCRIPT OF HEARING
APPEARANCES
For the New Mexico 0il Thomas Derryberry, Esq.
Conservation Commission: Legal Counsel for the Commissio

State Land Office Building
Santa Fe, New Mexico

For the Applicant: James T. Jennings, Esq.
JENNINGS, CHRISTY & COPPLE
1012 Security National Bank Bldg
Roswell, New Mexico

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (S08) 992- 0386
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DARREL WILSON

Direct Examination by Mr. Jennings

Cross Examination by Mr. Nutter

EXHIBITS

Marked

Admitted

Applicant's Exhibits 1 through 4 -

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOKNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (803) 902.0386
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WILSON -DIRECT CASE 5269
Page.. oo Beeens

MR. NUTTER: We will call Case Number 5269.

MR. DERRYBERRY: Case 5269, application of Union
0il Company of California for a unit agreement, Lea County,
New Mexico.

MR. JENNINGS: 1 am James T. Jennings of Jennings,
Christy and Copple in Roswell and I have one witness, Mr.
Darrel Wilson.

(Whereupon, the witness was sworn.)

MR. JENNINGS: Mr. Examiner, we stated in our
application that we would file a unit agreement at the time
of the Hearing and we will file it as our Exhibit Number 1.

MR. NUTTER: Theat's fine.

DARREL WILSON

called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR. JENNINGS:

Q Would you state your name and occupation, please,
s1ix?

A My name is Darrel ¥Wilson and I am a geologist with
Union 0il Company of California in Roswell,

Q Mr. Wilson, on prior occasions have you testified

before this Commission and had your dualifications as an

THE NYE REPORTING SERVICE
STATE.WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 07501
TEL. (508) 982-0308




WILSON-DIRECT CASE 5269
Page....... ... 4. ...

expert accepfed?

A Yes.

Q Are you familiar with the application that has
been filed in Case Number 52697

A I am.

Q Briefly what is the nature of the application?

A Union éil Company of California is proposing

forming a 1280-acre State unit comprising the two sections
shown outlined on the block, and drilling a 13,600-foot
Morrow test. We feel that by the unit agreement we will
promote the prevention of waste and the protection of
correlative rights within the unit.

Q I hand you what has been marked Exhibit 1 which
is the unit agreeméht which has been‘offered to the Comn-
mission. Referring to the plat on the back of the unit
agreement, does that outline the proposed unit area?

A Yes, Sections 8 and 17 of 14 South, 35 East, Lea
County, New Mexico.

Q Generxally what type of land is that?

A With practically all with the exception of 80 acres
is State acreage, this one 80-acre "B" tract.

Q Who is the proposed unit operator?

A Union 0il Company of California.

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (508) 902-038¢
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WILSON-DIRECT CASE 5269
Page......... ..... > T
Q Have all the other owners in the area joined in
the unit agreement?
A Yes. We have not yet received word from Warren

American, but they told us that they will do what Hamon has
done and Hamon has joined and accepted the unit agreement.

0 Would you locate the wells, please, and tell the
proposed depths?

A We will probably drill the well in the northwest
corner of the southwest quarter of Section 8, and we plan
to drill a 13,600 foot Morrow test.

Q I hand you what has been marked Exhibit 2 and ask
you to identify that if you would, please?

a This is a letter to Mr. Stanley, Union 0il Company
of California's District Landman in Roswell from Mr. Ray
Graham, the Director of the 0il and Gas Department here in
the State of New Mexico, in which he states that as of June
17th, the agreement as we outlined it meets with the require-
ments of the Commissioner of Public Lands, and they have,
therefore, approved the agreementvas to its form and content.

Q What zones do you propose to test, Mr. Wilson?

A Our primary objectives in this area are what we
call the lower Wolfcamp or what may be termed, under the

State nomenclature, as the Permo-Penn, and the Morrow sands

THE NYE REPORTING SERVICE
STATE.WIDE DEPOSITION NOTARIES
225 JOKNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 3420386




WILSON -DIRECT CASE 5269

Page......... ... T
which are much deeper.
Q I hand you what has been marked as Exhibit 3, and
ask you to identify that if you will, please?
A Exhibit 3, first, is a structure map contoured on

top of the lower Wolfcamp "A" zone. The scale of this map
is 1 inch to 2000 feet. It shows the structural configura-
tion of the lower Wolfcamp, extending from the Morton Field
on the south to the north Morton Field and our proposed
unit in Section 8 and 17. Superposed over the structure
map are the blue-shaded areas that you see where we feel
porosity developments are found in this lower Wolfcamp. You
can see the productive porosity development in the north
Morton Field in Section 3. The old Amerada State well
drilled in Section 19 encountered good porosity in this zone,
but tested salt water. We have a low relief high centered
in the unit area, and we feel like if we get high to the
Amerada well we can encounter the porosity and perhaps have
an oil column.

Q Ddiyou feel that this prospect underlies basically
all of the two sections in question?

A Yes.

Q I hand you what has been marked Exhibit 4 and ask

you to identify that if you will, please?

THE NYE REPORTING SERVICE
STATE.WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (508) 902-0306
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WILSON--DIRECT CASE 5269
Page......... ... Y
A Exhibit 4 is a structure map contoured on top of

the Missippian-Chester formation which directly underlies
the Morrow in this area. This map was made to illustrate
a possible productive trend within the Morrow clastics. Ther
is a structural ridge extending from the Morton field north-
ward, and on the east side of this structural trend we have
what we feel like are clean Morrow sands; whereas on the
west side of the line that we have marked, the Morrow is
primarily limestone and very limey-type sands, -so we feel
like there is a potential Morrow stratigraphic trap in-
volved in the area of the unit agreement.

0 Again you feel that these two Sections are under-

lain by the same formation?

.

A I do.

Q Is there a likelihood that it will drain this area?
A Yes.

Q Again referring you to the unit agreement, I

believe that unitized substances are defined as all zones,
it covers all zones?

A Yes.

Q Mr. Wilson, in your opinion will the unitization of
these two sections be in the nature of conservation and

prevent waste?

THE NYE REPORTING SERVICE
ST/ TE-WIDE DEPOSITION NOTARIES
228 JOUNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 992- 0388




WILSON--DIRECT CASE 5269
~CROSS Page........ ... < I
A 1 believe that, yes.
Q  Will it impair the correlative rights of any of

the other operators in the pool?

A No.

Q Were Exhibits Numbers 3 and 4 prepared by you or
under your supervision?

A They were prepared by me,

MR. JENNINGS: We wouwld offer Exhibits 3 and 4,and
we also offer Exhibit 1 which is an unit agreement and
Exhibit 2 which is a copy of a letter from the Commissioner
of Public Lands.

'MR. NUTTER: Applicant’'s Exhibits 1 through 4
will be admitted into evidence.

(Whereupon, Applicant's Exhibits 1 through 4

were admitted into evidence.)

MR. JENNINGS: That is all we have.

CROSS _EXAMINATION

BY MR. NUTTER:

Q Mr. Wilson, as I undexrstand it, if you do get
production in the Wolfcamp you are anticipating that would
be ¢il, is that correct?

A We anticipate oil in the Wolfcamp and gas in the

Morrow.

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSOM STREEY
SANTA FE, NEW MEXICO 87501
TEL. (5051 942- 0396




WILSON-CROSS CASE 5269
Page ..o oo D
Q And the location of lthe well you said would be

in the northwest of the southwest of 87
A That is correct? We feel like that is the most

common location that would have the best chance for both

the Wolfcamp and the Morrow.

Q I see.
A Our primary locations.
Q Now Warren American you mentioned had not executed

the unit agreement yet, will they be a working-interest
owner or are they an overriding-interest owner?
A They indicated that they will farmout to Union

0il Company of California their acreage within the unit

agreement.

Q So then they would be an overriding interest?

A Yes.

Q And you would have all working interests committed
then?

A Yes. Union 0il Company would be 100 percent

working interest.
MR. NUTTER: I see. Are there any further
gquestions of Mr. Wilson? You may be excused.
Do you have anything further, Mr. Jennings?
MR. JENNINGS: No, sir.

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982. 0386




MR. NUTTER:

to offer in Case 5269?

CASE 5269
Page......... S X O S

Does anyone have anything they wish

We will take the Case under advisement.

THE NYE REPORTING SERVICE
STATE-WIDE OEPOSITION NOTARIES

225 JOHNSON STREET

SANTA FE, NEW MEXICO 87501

TEL. (805) 982.0388




CASE 5269

STATE OF NEW MEXICO )
) Sss.

COUNTY OF SANTA FE )

I, RICHARD L. NYE, Court Reporter, do hereby certify
that the foregoing and attached Transcript of Hearing before
the New Mexico 0Oil Conservation Commission was reported by
me, ‘and the same is a true and correct record of the said

proceedings, to the best of my knowledge, skill and ability.

///////r/é/
R

RD L. NYE, Codrt - Repor ter

1 do hereby certify that the‘furegpins 48
a complete record of the prqceedi%éz:’p

the Examiner hearing of Casg No.2<le/
neard by OB, reorsrer Bl /0 corpeerrd WH....

. T . )...... Examiner
New MNexido 011 Conasrvatiopn Commiesmion

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSIT!ON NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (508) 902-0388
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CASE 5269

Page....... ... 2.
INDEHX
Page
DARREL WILSON
Direct Examination by Mr. Jennings 3
Cross Examination by Mr. Nutter 8 )

EXHIBITS

e ea im  ee  me  eme e e

Marked Admitted

Applicant's Exhibits 1 through 4 - 8

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (5S05) 982-0306




WILSON -DIRECT CASFE 5209

MR. NJTTER: We will call Case Number 5269.
MR. DERRYBERRY: Case 5269, aprlication of Union
0il Company of California for a unit agrcement, Lea County,

New Mexico.

MR. JENNINGS: I am James T. Jennings of Jennings,
Christy and Copple in Roswell and I have one witness, Mr.
Darrel Wilson.

(Whereupon, the witness was sworn.)

MR. JENNINGS: Mr. Examiner, we stated in our
application that we would file a unit agreement at the time
of the Hearing and we will file it as our Exhibit Number 1.

MR. NUTTER: That's fine.

DARREL WILSON

called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR. JENNINGS:

Q Would you state your name and occupation, please,
sir?

A My name is Darrel Wilson and I am a geologist with

Union 0il Company of California in Roswell.

Q Mr. Wilson, on prioxr occasions have you testified

before this Commisgsion and had your qualifications as an

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION KOTARIES
225 JOHNSON STREETY
SANTA FE, NEW MEXICO 87501
TEL. (508) 982-0386




WILSON-DIRECT CASE 5269

expert accepted?
¥ Yes,
Q Are you familiar with the application that has

been filed in Cage Number 52697

A I am.
Q Briefly what is the nature of the application?
A Union 0il Company of California is proposing

forming a 1280-acre State unit comprising the two sections
shown outlined on the block, and drilling a 13,600-foot
Morrow test. We feel that by the unit agreement we will
promote the prevention of waste and the protection of
correlative rights within the unit.

Q I hand you what has been marked Exhibit 1 which
is the unit agreement which has been offered to the Com-
mission. Refexring to the plat on the back of the unit
agreement, does that outline the proposed unit area?

A Yes, Sections 8 and 17 of 14 South, 35 East, Lea
County, New Mexico.

Q Generally what type of land is that?

A With practically all with the exception of 80 acres
is State acreage, this one 80--acre "B" tract,

Q Wwho is the proposed unit operator?

A Union 0il Company of California.

THE NYE REPORTING SERVICE
STATE-WIDE OEPOSITION NOTARIES
22% JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (805) 902-0386




WILSON-DIRECT CASE 5269
Page......... -
Q Have all the other owners in the area joined in

the unit agreement?

A Yes. We have not vet received word ﬁrom Warren
American, but they told us that they will do what Hamon has
done and Hamon has joined and accepted the unit agreement.

Q Would you locate the wells, please, and tell the
proposed depths?

A We will probably érill the well in the northwest
corner of the southwest quarter of Section 8, and we plan
to drill a 13,600 foot Morrow test.

Q I hand you what has been marked Exhibit 2 and ask
you to identify that if you would, please?

A This is a letter to Mr. Stanley, Union 0il Company
of California's District Landman in Roswell from Mr. Ray
Grahan, the Director of the 0Oil and Gas Department here iﬁ
the State of New Mexico, in which he states that as of June
17th, the agreement as we odutlined it meets with the require-
ments of the Commissioner of Public Lands, and they have,
therefore, approved the agreem~nt as to‘its form and content.

Q What 2zones do you propose to test, Mr. Wilson?

A Our primary objectives in this area are what we
call the lower Wolfcamp or what may be termed, under the

State nomenclature, as the Permo-Penn, and the Morrow sands

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (803) 902-0386




WILSON DIRECT CASE 5269

- which are much deeper.

0 I hand you what has been marKed as Exhibit 3, and
ask you to identify that if you will, please?

A Exhibit 3, first, is a structure map contoured on
top of the lower Wolfcamp "A" zone. The scale of this map

is 1 inch to 2000 feet. It shows the structural configqura-

tion of the lower Wolfcamp, extending from the Morton Field
on tﬁe south to the north Morton Field and our proposed
unit in Section 8 and 17. Superposed over the structure
map are the blue-shaded areas that you see where we feel

porosity developments are found in this lower Wolfcamp. You

can see the productive porosity development in the north
Morton Field in Section 31. The 0ld Amerada State well
drilled in Section 19 encountered good porosity in this zone,
but tested salt water. We have a low relief high centered
in the unit area, and we feel like if we get high to the
Amerada well we can encounter the porosity and perhaps have

an oil column.

Q Do you feel that this prospect underlies basically
all of the two sections in question?

A Yes,

Q I hand you what has been marked Exhibit 4 and ask

—J you to identify that if you will, please?

- ,
THE NYE REPORTING SERVICE
STATE-KIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (305) 982-0386




WILSON~-DIRECT CASE 5269
Page...... ... D,
A IExhibit 4 is a structure map contoured on top of

the Missippian-Chester formation which directly underlies
the Morrow in this area. This map was made to illustrate
a possible productive trend within the Morrow clastics. Ther
is a structural ridge extending from the Morton field north-
Qard, and on the east side of this structural trend we have
what we feel like arxe clean Morrow sands; whereas on the
west side of the line that we have marked, the Morrow is
primarily limestone and very limey-type sands, so we feel
like there is a potential Morrcw stratigraphié trap in-
volved in the area of thé unit agreement.

Q Again you feel‘tﬁat these two Sections are under-
lain by the same formation?

A I do.

Q Is there avlikelihood that it will drain this area?]

A Yes.

Q Again referring you to the unit agreement, IX
believe that unitized substances are defined as all =zones,
it covers all zones?

A Yes. |

Q Mr. Wilson, in your opinion will the unitization of
these two sections be in the nature of conservation and

prevent waste?

THE NYE REPORTING SERVICE
STATE-WIOE DEPOSITION NOTARIES
225 JOKNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (803) 982.- 0386




WILSON-~DIRECT ‘ CASE 5269
~CROSS Page ... .. B

A I believe that, yes.

Q Will it impair the correlative rights of any of
the other operators in the pool?

A No.

Q Were Exhibits Numbers 3 and 4 prepared by you or
under your supexvision?

A They were prepared by me.

MR, JENNINGS: We would offer Exhibits 3 and 4,and
we also offer Exhibit 1 which is an unit agreement and
Exhibit 2 which is a copy of a letter from the Commissioner
of public Lands.

MR. NUTTER: Applicant's Exhibits 1 through 4
will be admitted into evidence.

(Whexeupon, Applicant's Exhibits 1 through 4

were admitted into evidence.)

MR. JENNINGS: That is all we have.

CROSS EXAMINATION

BY MR. NUTTER:

Q Mx. Wilson, as I understand it, if you do get
production in the Wolfcamp you are anticipating that would

be o0il, is that correct?

A We anticipate oil in the Wolfcamp and gas in the

Morrow.

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87503
TEL. (308) 982-03086




WILSON-CROSS CASE 5269

Q And the location of lthe well you said would be

in the northwest of the southwest of 8?

A That is correct? We feel like that is the most

common location that would have the best chance for both

the Wolfcamp and the Morrow.

Q I see,
A Our primary locations.
Q Now Warrxen American you mentioned had not executed

the unit agreement yet, will they be a working-interest
owner or are they an overriding-interest owner?

A They indicated that they will farmout to Union
011 Company of California their acreage within the unit

agreement.

Q So then they would be an overriding interest?

A Yes.

Q And you would have all working interests committed

then?

A Yes, Union 0il Company would be 100 percent
working interest,
MR. NUTMER: I see. Are there any further
questions of Mr. Wilson? You may be excused.
Do you have anything furthexr, Mr. Jennings?
MR. JENNINGS: No, sir,

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOKNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 262-0386




CASE 5269

o MR. NUTTER: Does anyone have anything they wish
to offer in Casgse 52692

We will take the Case under advisement.

THE NYE REPORTING SERVICE
STATE-WIDE OEPOSITION NOTARIES
225 JOHMNSON STREET
SANTA FE, NEW MEXICO 87501
VEL. (505) 942- 0386




CASE 5269
11

STATE OF NEW MEXICO )
) Ss.
COUNTY OF SANTA FE )
I, RICHARD L. NYE, Court Reportexr, do hereby certify
that the foregoing and attached Transcript of Hearing before
the New Mexico Oil Conservation Cormission was repoxted by

me, and the same is a true and corxrect record of the said

proceedings, to the best of my knowledge, skill and ability.

RICHARD L. NYE, Court Reporter

I+ do. hereby certify thab. the foregoing 1¢
a conplels record of tHe proceedings in

the’ Examiner hearing: ofy Case’ No. 24B7..... .
taand: B{p' kO On!..muu.-...? [.0.:.........“..," 1‘9’2“-

Arvers . , Bxaminer
Gonmiasion

3

THE NYE REPORTING SERVICE
STATE-WIOE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (805) 982-0388




Gentlemen:

',“»'"_f",",‘.,v-

Union Oil Company of California

Suite 300 Security Nat'l Bank Bldg., Roswell, N. M. 83201
Telephone (505) 622-8742

&7 ~tnlﬂfﬁ’ﬁ
‘o711 i - ceTT . )

| !
Pt s A__W,r
OIL CORBIRVATION COMA

Centa Fe

August 5, 1974

0il Conservation Commission
State of New Mexico

P. 0. Box 871

Santa Fe, New Mexico 87501

Re: Estacado Unit
Lea County, New Mexico
Case No. 5269
Order No. R-4825

In compliance with the provisions of Paragraph 3, Case No.
5269, Order No. R-4825, we enclose herewith one (1) copy of
the above captioned Unit Agreement which has been fully
executed by all parties.

WG:js

Encl.

cC:

Mr. David George/Encl.
Union 0Oil Company of California

P. O. Box 3100
Midland, Texas

79701

‘ 4
Waynq/Z?;i

Very truly your

UN OIL CoOMPA OF CALIFORNIA

District Land Manager




NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
ESTACADO UNIT

LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement
for the development and operation of acreage which is described within
the attached Agreement, dated April 22, 1974 , which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up=
on examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promote the conservation
of 0il and gas and the better utilization of reservoir
energy in said area. '

(b) That under the proposed 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 area.

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

NOW, THEREFORE, 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 Compilation, I, the.undersigned Commissioner
of Public Lands of the State of New Mexico, do hereby consent to and
approve the said Agreement, however, 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 this Unit
Agreement shall be and the same are hereby amended to conform with the terms
of such Unit Agreement, and said leases shall remain in full force and ef-
fect in accordance with the terms and conditions of said Agreement. This
approval is subject to all of the provisions and requirements of the afore-

said statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal-
affized, this - 30th, . day of July . » 1974

1 /s,

COMMISSTONER. OF PUBLI J
of the State of New Me ]
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
or' THE
ESTACADO UNIT AREA
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the 22nd day of April,

1974 by and between the varties subscribing, ratifying or consenting

hereto, arnd herein referred to as the "parties hereto";
WITNESSETH:

WHEREAS, the parties heretc are the owners of working,

Z

royalty or other oil or gas interests in the unit area subject to this

agreement; ani

WEEREAS, the Commissioner of Public Lands of the State of
Yew Mexico is authorized by an Act of the Legislature (Sec. 3, Chap. 88,
Laws 1943) as amended by Sec. 1 of Chapter 162, ILaws of 1951, (Chap. 7,

Art. 11, Sec. 39, N. M. Statutes 1953 Annot.), to ccnsent to and approvs

the development or operation of State lands under agreements made by {

lessees of State land jointly or severally with cther lessees where

such agreements provide for the unit operation or development of part
of or all of any oil or gas pool, field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico is authorized by an Act of the Legislature (Sec. 1, Chap.
162), (Laws of 1951, Chap. 7, Art. 1ll, Sec. 41, N. M. Statutes 1953
Annotated) to amend with the approval of lessee, evidenced by the
lessee's execution of sucli agreement or otherwise, any oil and gas
lease embracing State lands so that the length of the term of said .
lease may coincide with the term of such agreements for the unit opera- r
tion and development of part or all of any oil or gas pool, field or
area; and

WHEREAS, the 0il Conservation Commission of the State of
New Mexico (hereinafter referred to as the "Commission") is authorized

by an Act of the Legislature (Chav. 72, Laws 1935; Chap. 65, Art. 3,
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the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the
Estacado Unit Area covering the land hereinafter described to give
reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste and secure other benefits obtainable
through development and operation of the area subject to this agreement
under the terms, conditions and limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the pro-
mises herein contained, the parties herxreto commit to this agreement
their respective interests in the below defined unit area, and agree

severally among themselves as follows:

iIT AREA: The following described land is hereby desig-

"4.‘
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nated and rzcognized as constituting the unit area:

Township 14 South, Range 35 East, N.M.P.M.

Section 8: All
Section 17: All

containing 1,280.00 acres, more or less,
Lea County, New Mexico.

Exhibit A attached hereto is a map showing the unit area and
the boundaries and identity of tracts and leases in said area to the

extent known to the unit operator. Exhibit B attached hereto is a

schedule showing to the extent known to the unit operator the acreage,

s

percentage and kind of ownership of o0il and gas interests in all lands

in the unit area. However, nothing herein or in said schedule or map

A Py e

: shall be construed as a representation by any party hereto as to the
ownership of any interest other than such interest or interests as are

shown on said map or schedule as owned by such party. Exhibits A and B

S Ao .t IS b

shall be revised by the unit operator whenever changeg in ownexrship in

the unit area render such revisions necesséry or when requested by the

Commissioner of Public Lands, hereinafter referred to as "Commissioner".
All land committed to this agreement shall constitute land

referred to herein as "unitized land" or "land subjzct to this agreement".
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2. UM el aB) SUBSTANCES: ALl ordl, Jab, naourol gasoling and

associated £luid hydrocarbons in any and all formations of the unitized
land are unitized under the terms of this agreement and herein are

called "unitized substances".

3. UNIT OPERATOR: Union 0il Company of California whose

address is 300 Security National Bank Bldg., Roswell, New México, is

hereby designated as unit operator and by signature hereto commits to
? this agreement all interest in unitized substances vested in it as set
~forth in Exhibit B, and agrees and consents to accept the duties and
obligations of unit cserator for the discovery, develovment and pro-
£ unitized substances as herein provided. Whenever reference
is made herein to the unit operator, such reference means the unit ;
that capacity and not as an owner of interests in
unitized substances, and the term "working interest owner" when used
herein shall include or refer to unit operator as the owner of a
working interest when such an interest is owned by it. ‘

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit operator

shall have the right to resign at any time but such resignation shall
not become effective until a successor unit operator has been selected

and approved in the manner provided for in Section 5 of this agreement.

The resignation of the unit operator shall not release the unit operator
from any liability or any default by it hereunder occurring prior to the

effective date of its resignation.

A

Unit operator may, upon default or failure in the performance

it

of its duties ox obligations hereunder, be subject to removal by the

S YL

same percentage vote of the owners of working interests determined in

like manner as herein provided for the selection of a new unit operator.

W AN R SR s

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

The resignation or removal of the unit operator under this
agreement shall not terminate his 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 operator shall deliver possession of all equipment, materials and

appurtenances used in conducting the unit operations and owned by the

working interest owners to the new duly cgualified successor unit opera-

tor, or to the owners thereof if no such new unit operator is elected,

P .

to be used for the purpose of conducting unit operations hereunder.

-3~
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Nothing herein shall be construed as authorizing removal of any material,
equipment and appurtenances needed for the preservation of any wells.

5. SUCCESSOR UNIT OPERATOR: Whenever the unit operator shall

resign as unit operator or shall be removed as hereinabove provided, the
owners of the working interests according to their respective acreage
interests in all unitized land shall by a majority vote select a suc-
cessor unit operator; provided that, if a majority but less than
seventy-five per cent (75%) of the working interests qualified to vote
is owned by one party to this agreement, a concurring vote of sufficient
additional parties, so as to constitute in the aggreage not less than
seventy-five per éent (75%) of the fotal working interests, shall be
required to select a new operator. Such selection shall not become
effective until (a) a unit operator so selected shall accept in writing
the duties and responsibilities of unit operator, and (b) the selection
shall have been approved by the Commissioner. If no successor unit
operator is selected and qualified as herein provided, the Commissioner
at his election may declare this unit agreement terminateé;

6. ACCOUNTING PROVISIONS: The unit operator shall pay in

the first instance all costs and expenses incurred in conducting unit
opérations hereunder, and such costs and expenses and the working ‘inte-~
rest benefits accruing ﬁereunder shall be appcrtioned among the owners
of the unitized working interests in accordance with an operating agree-
ment entered into by and between the unit operator and the owners of
such interests, whether one or more, separately or collectively. Any
agreement or agreements entered into between the working interest owners
and the unit operator as provided in this section, whether one or more,
are herein referred to as the "Operating Agreement”. No such agreement
shall be deemed either to modify any of the terms and conditions of

this unit agreement or to relieve the unit operator of any right or
obligation established under this unit agreement and in case of any in-
consistencies or conflict between this unit agreement and the operating

agreement, this unit agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as other-

wise specifically provided herein, the exclusive right, privilege and
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duty of exercising any and all rights of the parties hercto which are
necessary or convenient for prospecting for, producing, storing, allo-
cating and distributing the unitized substances are hereby delegated
to and shall be exercised by the unit operator as herein provided.
Acceptable evidence of title tec said rights shall be deposited with
said unit operator and, together with this agreement, shall constitute
and define the rights, privileges and obligations of unit operator.
Nothing herein, however, shall be construed to transfer title to any

land or :to any lease or opsrating agreement, it being undersﬁood that
operator, in its capacity as unit operiator,
shall exsrcise the rights of possession and use vested in the parties
hereto orly £or the purposes herein specified.

2. DSRILLING TO DISCOVERY: The unit operator shall, within

sixty (60) d=2vs after the effective date of this agreement, commence
operations urzon an adequate test well for oil and gas upon some part
of the lands embraced within the unit area and shall drill said well
with due diligence to a depth sufficient to test the Morrow formation .
or to such a depth as unitized substances shall be discovered in paying
quantities at a lesser depth or until it shall, in the opinion of unit
operator, be determined that the further drilling of said well ghall
be unwarrantéd or impracticable; provided, however, that unit operator
shall not, in any event, be required to drill said well to a depth in
excess of 13,600 feet. Until a discovery of a depnsit of unitized
substances capable of being produced in paying quantities (to-wit:
quantities sufficient to repay the costs of driiling and prOducing
operations with a reasonable profit) uhit operator shall continue
drilling diligently, one well at a time, allowing not more than six
months between the completion of one well and the beginnirg of the next
well, untiil a2 well capable of producing unitized substances in paying
quantities is completed to the satisfaction bf the Commissioner, or
until it is reasonably proven to the satisfaction of the unit operator
that the unitized land is incapable of producing unitized substances
in paying dguantities in the formation drilled hereunder.,

Any well commenced prior to the effective date of this agrea-
ment upon the unit area and drillad to the depth provided herein for the

drilling of an initial test well shall be considered as complying with
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the drilling requirements hercof with respect to the initial well. The
Commissioner may modify the drilling vequirements of this section by
granting reasonable extensions of time when in his opinion such action
is warranted. Upon failure to comply with the drilling provisions of
this article the Commissioner may, after reasonable notice to the unit
operator and each working interest owner, lessee and lessor at their
last known addresses, declare this unit agreement terminated, ana all
rights, privileges and obligations granted and assumed by this unit
greenent shall cease and terninate as of such date.

9. OBLIGATIOMS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED

SUBSTANCES: Should unitized substances in paying quantities be dis-

covered upon the unit area the unit operator shall on or before six
months frem the time of the completion of the initial discovery well
and within thirty days after the expiration of each twelve months
reriod thereaiter file a report with the Commissioner and Commission of
the status of the development of the unit area and the development con-
templated for the following twelve months period.

It is understood that one of the main considerations for the
approval of thisnagreement by the Commissionar of Public Lands is‘to
secure the orderly development of the unitized lands in accordancé with
good conservation practices so as to obtain tﬂe greatest ultimate re~-
covery of unitized substances.

After discovery of unitized substances in paying gquantities,
unit operator shall proceed with diligence to reasonably develop the
unitized area as a reasonably prudent operator would develop such area
under the same or similar circumstances.

If the unit operator should fail to comply with the above
covenant for reasonable development this agreement may be terminated by
the Commissicner as to all lands of the State of New Mexico embracing
undeveloped regular well spacing or proration units but in such event
the basis of participation by the working interesi owners shall remain
the same as if this agreement had not been terminated as to such lands;
provided, however, the Commissioner shall give notice to the unit opera-
tor and the lessees of record in the manner prcscribed by Sec. 7-11-14,

N. M. Statutes 1953 Annotated of intention to cancel on account of any
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alleged breach of said covenant for reasonable development and any
decision entered thereunder shall be subject to appeal in the manner
prescribed by Sec, 7-11-~17, N. M. Statutes 1953 Annotated and, pro-

ided further, in any event the unit operator shall be given a
reasonable opportunity after a final d=atermination within which to
remedy any default, failing in wnich this agreement shall be terminated
&s to all lands of the State of New Mexico embracing undevaloped
regular well spacing or proration units.

10. PARTICIPATION AFTER DISCOVERY: Upon completion of a

=

well capable of preducing unitized substances in paying quantities,

-t

the ownzzs oI working interests shall participate in the production

therefrcm and in all other producing wells which may be drilled pur-
suant herezo In the proportions that their respective leasehold inte-
rests coversd hereby on an acreage basis bears to £he total numgerxr
of acres committed to this unit agreement, and such unitized substances
shall be deemed to have been produced from the respective leasehold
interests participating therein. For the vurpose of determining any
benefits accruing under this agreement and the distribution of the
royalties payable to the State of New Mexico and cther lessors, each
separate lease shall have allocated to it such percentage of Sjid Dro-
duction as the number of acres in each lease respectively committed to
this agreement bears to the total number of écres committed heretp.

Notwithstanding any provisions contained herein to the con-
trary, each working interest owner shall have the right to take such
owner's proportibnate share of the unitized substances in kind or to
personally sell or dispose of the same, and nothing herein contained
shall be construed as giving or granting to tﬁe unit operator the right
to sell or otherwise dispose of the proportionate share of any working
interest owner without specific authorization from time to time So to
do.

11. ALLOCATION OF PRODUCTION: All unitized substances -pro-

ducad from each tract in the unitized area established under this adgree-

nent, except any part thereof used for production or development pur-

poses hereunder, cr unavoidably lost, shall be deemed to be produced

equally on an acrsage basis from the several tracts of the unitized




land, and for the purpose of determining any benefits that accrue on an
acreage basis, each such tract shallzhave allocated to it such percent-
age of said production as its area bears to the entire unitized area.
It is hereby agread that production of unitized substances from the
unitized area shall be allocated as provided herein, regardless of
whethef any wells are drilled on any particular tract of said unitized

arca.
12. PAYMENT CF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES:

All rentals due the State of New Mexico shall be paid by the respective

lease cwnars in accordance with the terms of their leases.

All royaities due the State of New Mexico under the terms of
easas comnitted to this agreement shall be computed and paid on the

> unitized substances allocated to the respective leases conm-

o it e

mitted herezc; oprovided, however, the State shall be entitled to take in

of the unitized substances allocated to the respective

leases, and in such case the unit operator shall make deliveries of such

royalty oil in accordance with the terms of the respective leases.

All rentals, if any, due under any leases embracing lands

other than the State of New Mexico, shall be paid by the respective lease

owners in accordance with the terms of their leases and all royélties

due under the terms of any such leases shall be paid on the basis of all
unitized substances allocated to the regpective leasesAcommitted hereto.
. If the unit operator introduces gas obtained from sourées other

than the unitized substances into any producing formation for the purpose

of repressuring, stimulating or increasing the ultimate recovery of
unitized substances therefrom, a like amount of gas, if available, with

i due allowance for loss or depletion from any cause may be withdrawn

from the formation into which the gas was introduced royalty free as
to dry gas but not as to the products extracted therefrom; provided,
that such withdrawal shall be at such time as nmay be provided in a plan
of operation consented to be the Commissioner and approved by the Com-
mission as conforming to good petroleum engineering practice; and pro-

vided further, that such right of withdrawal shall terminate on the

termination of this unit agreement.
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If any lecase committed hereto is burdened with an overriding
royalty, payment out of production or other charge in addition to the
usual royalty, the owner of each such lease shall bear and assume tho
same out of the unitized substarcazs allocated to the lands embraced
in each such lease as provided herzain.

13. EASES AND CONTRACTS CONFORMED AND EXIENDED INSOFAR AS

THEY APPLY TO LANDS WITHIN THE UNITIZED AREA: '"The terms, conditions and

srovieions of all leases, subleases, operating agreements and other con-
tracts relating to the exploration, drilling development or orsration
for o0il or gas of the lands committed to this agreement shall, as of

the effzctive date hereof, be and the same are hereby expressly medified
and amendzd insofar as they apply to lands within the unitized aresa to
the exta“? necessaryy to make the same conform to the provisions hareof
and so thaiz the respective terms of said leases and agréements will
extended insciar as necessary to coincide with the term of this ac
ment and the approval of this agreement by the Commissioner and th
respective lessors and lessees shall be effective to conform tné Dro-
visions and extend the terms of each such lease as to lands within <}
unitized area to the provisions and terms of this agreement; but other-
wise to remain in full force and effect. Each leése committed to this
agreement, insofar as it applies to lands within the uﬁitized area, shal
continue in force beyond the term provided therein as long as this agree-
ment remains in effect, provided, drilling operations upon the initial
test well provided for herein shall have been commenced or said well is i
the process of being drilled by .the unit operator prior to the expiration
of the shortest term lease committed to this agreement. Termination o:i
this agreement shall not affect any lease which pursuant to the terms
thereof or any applicable laws would continue in full force and effect

thereaftar. The commencement, completion, continued operation or produc-

tion of a well or wells for unitized substances on the unit area shall be

construed and considered as the commencement, completion, continued opera--

ticn or prcduction on each of the leasehold interests committed to this
agreement and operations or production vursuant to this agreement shall
he deemad to be operations upon and production from each leasehold intere

committed hereto and there shall be no obligation on the part of the

N
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unit operator or any of the owners of the respective leasehold interests

comaitted hereto to drill offsets to wells as between the leasehold inte-
rests committed to this agreement, except as provided in Section 9 here-

of.

Any lease embracing lands of the State of New Mexico having
only a portion of its lands committed hereto shall be segregated as to
the portion committed and as to. the portion not committed and the terms
of such leases shall apply separately as to such segregated portions
commencing as of the effective date hereof. WNotwithstanding any of the
provisions of this agreemsnt to the contrary, any lease embracing lands
of the Siate of New Mexico having only a portion of its lands committed
hereto shzlil continue in full force and effect beyond the term provided
therein as z¢c all lands embraced in such lease, if o0il and gas, or

DO B =

gither of tham, zre discovered and are being produced in paying gquanti-
~ies from scm2 vart of the lands embraced in such lease committed to
this agreement at the expiration of the secondary term of such lease;
or if, at the expiration of the secondary term, the lessee or the unit
operator is then engaged in bona fide drilling or reworking operations
on some part of the lands embraced therein shall remain in full force
and effect so long as sﬁch operations are being diiigently prosecuted,
and they result in the production of o0il or gas, said lease shall con-
tinue in full force and effect as to all of the lands embraced therein,
so long thereafter as oil and gas, or either of them, are beihg pro-
duced in paying quantities from any portion of said lands.

14. CONSERVATION: Operations hereunder and production of

unitized substances shall be conducted to provide for the most economical
and efficient recovery of said substances without waste, as defined by
or pursuant to State laws or regulatiors.

15. DRAINAGE: 1In the event a well or wells producing o0il .or
gas in paving 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 cffseb well or wells as a reasonably
prudent operator would drill under the same or similar circumstances.

16. COVENANTS RUN WITH LAND: The covenants herein shall be

construed to be covenants running with the land with respect to the

-10-
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interests of the parties hereto and their successors in infterest until
this agreement terminates, and any grant, trancfer or convevance of
interest in land or leases subject hereto shall be and hereby is con-
ditioned upon the asgsumption cf all pvrivileges and obligations hore-
urdier the grantee, transferee or o*her successor in interest. No

rovalty or other interest sub-

assignment or transfer or any working,

ject hereto shall be binding upson unit operator until the first day

wl
(

the calendar month after tihe unit operator is furnished with the

original, vhotostatic or certified copy of the instrument of transfer.

17. EPPZCTIVE DATE AND TERM: This agreement shall become

Ll DD )

effective ugon auyproval py the Commissioner and shall terminate in two

vears af-zr such date unless (a) such date of expiration is exitznded by

the Commissiznzr, or (b) a valuable discovery of unitized substancss has

been made on unitized land during said initial term or any extensi

thereof in which case this agreement shall remain in effect so loag

as unitized substances are being produced from the unitized land and,
should production cease, so long thereafter as diligent operaticns arsz
in progress for the restoration of production or discovéry of new pro-
duction and so long thereafter as the unitized substances so discoverad
can be produced as aforesaid. This agreement may be terminated at anyv
time by not less than seventy-five per cent (75%) on an acreage basis

of the owners of the working interests signatory hereto with the approval
of the Commissioner. Likewise, the failure to comply with the diilling
requirements of Section 8 hereof may subject this agreemeat to termina-
ﬁion as provided in said section.

18. RATE OF PRODUCTION: All production and the disposal thare-

of shall be in conformity with allccations, allotments and gquotas made or

fixed by the Commission and in conformity with all applicable laws and

lawful reculzations.

19. 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 Public Lands
and the New Mexico 0il Conservation Cemmission, and to appeal from orders

issund under the regulations of the Coxmissioner or Commission or to

-11-




apply for relief from any of said regulations or in any proceedings

on its own behalf relative to operations pending before the Commissioner
or Commission; provided, however, that any other interest party shall
also have the right at his own expense to appear and to participate in
any such proceeding.

20. NOTICES: All notices, demands or statements reQuired
hereunder to be given or rendered to the parties hereto shall be deemed
fully given, if given in writing and sent by postpaid registered mail,
addressed to such party or parties at their respective addresses set
forth in ccnnection with the signatures hereto or to the ratification or
consent hereof or to such other address as any such party may have fur-
nished in writing to party sending the notice, demand or statement.

21. TUXNAVOIDABLE DELAY: All obligations under this agreement

requiring thz unit operator to commence oxr continue drilling or to oper-
ate on or produce unitized substances from any of the lands covered by
this agreement shall be suspended while, but only so long. as, the unit
operator despite the exercise of due care and diligence, is prevented from
complying with such obligations, in whole or in part, by strikes, war,
acts of God, Federal, State or municipal law or agencies, unavoidable
accidents, uncontrollable delays in tfansportation, inability to obtain
necessary materials in open market, or other matters beyond the reason-
able control of the unit operator whether similar to matters herein

enumerated or not.

22. LOSS OF TITLE: In the event title to any tract of uniti-

zed land ox 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 agreement or the operation thereof hereunder becomes
impracticable as a result thereof, such tract may be eliminated from 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 dis-
pute as to the title to any royalty, working or other interest subject
hereto, the unit operator may withhold payment or delivery of the allocated
porticn of the unitized substances involved on account thereof without
liability for interest until the dispute is finally settled, provided that

no payments of funds due the State of New Mexico shall be withheld.

...1.2_.




Unii operator as such 1s relieved from any resporsibilicy {or any do

oxr failure of any title hercunder.

23. SUBSEQUENT JOINDER: Any oil or gas interest in lands within
the unit area not commitited hereto prior to the submission of this agree-

for final approval by the Commissioner may be committed hereto by the

N
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owner or ownars of such rights subscribing or consenting to this agreement

or executing a ratification thereof, and if such ownar is also a working
interast ownexr, by subscribing to the operating agreement providing fox

the allocation of cosis of exploration, development and opecration. A sub-—

inder shall be effective as of the first day of the month follow-
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ing the approval by the Commissioner and the filing with the Commission of
duly executed counterparts of the instrument oriinstruments committing the
interest of such owner to this agreement, but such joining party or parties
befofe particizziing in any benefits hereunder shall bevrequired'to assuma
and pay to unit operator their proportiorate share of the unit expense |
incurred prior o such party's or parties' joinder in the unit agreement, g
and the unit operator shall make appropriate adjustments caused'by such :

joinder, without any retroactive adjustment or revenue.

~ 24. COUNTERPARTS: This agreement may be executed in any number

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

rnay be ratified or consented to by separate instrument in writing speci-

fically referring hereto, and shall be binding upon all those parties who

have executed such a counterpart, ratification or consent hereto with the
sane force and effect as if all such parties had signed the same document
and regardless of whether or not it is executgd by all‘other parties own-
ing or claiming an interest in the lands within the above described unit
area. |

IN WITNESS WHEREOF, the undersigned parties hereto have caused
this agreement to be executed as of the respective dates set forth

opposite theilr signatures.

UNION OIL COMPANY OF CALIFORNIA

ATTERST: UNIT OPEPATOR
] By 5 /%(/7 'W/‘%/
T o ’ 4 Attorney-in-Fact D
1
Date:




STATS OF TEXAS,

X
X
COUNTY CF MIDLAND X

SS.

gy A
The foregoing instrument was acknowledged before me this :§4§~»' day of June 1974,

by /gf/// / /ﬁ//&é’// , Attorney-in-Fact for UNION OIL COMPANY OF CALIFORNIA, a

California corporation, on behalf of said corporation.

Id

IN WITNESS WHEREQOF, I have hereunto set my hand and affixed my official seal the

MAYIS JONES-
Notary Pubiic
L \,11_/ Midland Co. Texm~

Névgry

day and -year above written.

My CommlSSlon Expires:
June l 1973 .

= L3A-




JAKE I, HALION

, , R
A / L/ P
: R A _
Datoe: BY ((zﬂi' A \/C%’ﬁfﬁJﬂ7\ EHJF{?%’fT
v ! 77
/ v/ N

- WARREYN AMERICAN OFLL COMPANY

By

Datao:
- ———— et

MESA PETROLEUM COMPANY

i Date: By

C. W. MUSICK

CECIL D. LUE




ATTACHED 10 AND MADE A PART OF UNIT AGREEMENT FOR THE DEVELOPMENT AND OPERATION
OF THE ESTACADO UNMIT AREA, LEA COUNTY, NEW MEXICO.

)

STATE OF TEXAS X
X
COUNTY OF DALLAS [
The foreqgoing instrument was acknowledged before me this 23xd
day of July, 1974, by JAKE L. HAMON.

. IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
offlcn.al seal the day and year above written.

W
§ AL
| ] ‘ Dy
§ , ! S ~A%?//’\~Z/ A
| RSACE Bt Notar/f Public
o
; u. “ ] .'\')' \\‘ ANE HUAT* M ,"_' IR ) é‘

H

: My Coitmmis8ion Expires: ;,, 74 207 Daitas County, Tress
‘ 335 © 2y Trane

June 1, 1975

-14A-




JAXE I.. HAMON

WARREN AMERICAN OIL COMPANY

7 0,/
Jd ¥ (97 BY_» ‘,3/4/;\ . %/Zv

MESA PETROLEUM COMPANY

Date: By

C. W. MUSICK

CECIL: D. LEE
Date:

STATE OF TEXAS,

X
X ss.
COUNTY OF MIDLAND. X

The foregoing i@strument was acknowledged before me this 8th day of July 1974,

by John W. Glahn ; » Vice President for WARREN AMERICAN OiL COMPANY, a

Texas corporation, on behalf of said corporation.

VIV VITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the

day and year ahqve written

5

Ariene Barker, Notary Public

My Commission Expires:
June 1, 1975

—-14-




JAKE I, HAMON

B

WARREN AMERICAW OIL COMPANY
é Daca: By

MESA PRTROLEUM COMBIEH

\ v = 7
‘ Date: Qw@/ A 197 ny W F 4&;24;%&/»./4
g - ' 27 yicE PRESIDET,

Yy

:{

L

..

€. W. MOSICK

W}
s
el
0]

CECIL D. LEE

-14-
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STATE OF TEXAS X
X ss.

COUNTY OF POTTER X

The foregoing instrument was acknowledged before me this _» _ day
of W Lo , 1974, by S0 nebouce ,
Ul i Cey , of MESA PETROLEUM CO., a corporation, on behalf

June 1, 1975:

of said corporation,

IN WITNESS WHEREOF, I have hereunto set my hand:and affixed my official
seal the day and year above written,
{ :
T o B NnehesOv
o T Notary Public -
My Commission 'Expires: ‘

IRl
~\I
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Date:

‘Date:

STATE OF NEW MEXICO

JAKE L. HAMON

By

WARREN AMERICAN OIL, COMPANY

By

MESA PETROLEUM COMPANY

By

June 25, 1974

C. W. MUSICK

June 25, 1974

T 'dﬂmﬂde W

105S1 DELL MUSICK

CECIL D. LEE

COUNTY OF CHAVES

The

)
)
)

Z1LLAB GRACIE LEE

5S.

oregoing instrument was acknowledged before me this gﬁﬁé&

day of AP , 1974 by C. W. Musick and
Aossi Dell Musick, his wife
‘ ‘\\\n prgdeage .
My 3omm1551on expires: C%QZ%Q&?}%?C%QZQQQ
) ’;'Qﬁ 4’ X 4. (g 7 Notary/Puklic
|

. ;

.‘.\",' P K
“ \\x ".. . ,-'\l‘n

UV

i
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JAXE I,. HAMON

Date: By

WARREN AMERICAN OIL COMPANY

Date: By

MESA PETROLEUM COMPANY

Date: By

C. W, MUSICR
Date:

L g e
pate: 3 — 2 Qyﬁ,a&z%xz

STATE OF NEW MEXICO )

) ss.
COUNTY OF CHAVES )
The foregoing instrument was acknowledqed before me this ZQXé
day of Clqhﬂy r 1974 by Cecil D. Lee and
Y %illah Gracie Lee, his wife .
oy L
My - Conmrosron explre
; ' Ooppw sl ) %

‘7é%ggg&gy¢; (G Zz ‘ Notary Public

.'. '-'\","‘ \ \(/‘r-

~ Tmmams

-1d-




R 35 E
Union 0Oil Co. @
L4799 Warran-Americon Qil
8-18-30 Co.
K-4729
Stare 2-16-75
3
i Union 0il | Mesa Pel.
' Co. Co.
§~24-75 L-552
1-16~78
T
- Fee Stote - Srore '
\ - 14

® | S

Jake L. Hamon

K-4408
9-15~74

Srute
17

SO

Union Oil Co.

LG~-1043
2-1-83

Stote

Exhibit A"

ESTACADO UNIT
LEA COUNTY N. M.

TOTAL UNIT AREA-1280 AC.
STATE - 1200
FEE - 80




EXHIBIT "B" :
ESTACADO UNIT
SECTIONS 6 & 17, T-14-S, R-35-E
LEA COUNTY, NEW MEXICO

Co Serial No. and . . . : Overriding Rovalty S - ‘
. Description Number ) . Basic Royalty Lesgsoe of H z Working Interass
Tract N o Dxpiration Date A or Production Payment 2 .
£ 1L £ 2 2 - % : < Y ntac:
of Land of Acres of Leases (A1l 12-1/2%) Record Porcentage and Perce ol
1 Scc. 17: N/2 320 K=4408 State of N. M. Jake L. Hamon 12-1/2% Union Oil Co.
9/15/74 of California
100%
2 Sce. 8: E/2 320 K-472¢ State of N. M. Warren-American - 12-1/2% Union 0il Co.
2/16/75 ‘ 0il Company : of California
100%
3 Sec. 8: E/2 uw/4 80 L-552 State of N. M. Mesa Petroleum 12-1/2% Union 0il Co.
1/16/78 _ Company of California
100%
4 Sec. 8: NW/4 160 - L-4799 State of N. M. Union 0il Co. None Union 0il Co.
8/18/80 . of California of California
1009
3 Sec. 17: 5/2 320 LG-1043 State of N. M. Union 0il Co, None Union 0il Co.
2/1/83 , of California of California
100%

TCTAL: 5 Tract

[¥f]

(All State Lands), Containing 1,200 Acres

e e o . AR oA 88 At e e e e e e o s e,
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EXHIBIT "3B" (Cont'd.)
ESTACADO UNIT
SECTIONS 8 & 17, T-14-S, R-35-E
LEA COUNTY, NEW MEXICO

e Serial No. and . ) . Overriding Royalty . .
o s Description Numbexr . ) Basic Royalty Lessee of - Working Interest
Iract T S Expiration Date 11 12~ : ! or Production Payment o, o
of Land of Acres of ‘Leases (A1l 12~1/2%) Record Percentage and Percentage
&  Sec. 8: W/2 Sw/4 80 . C. W. Musick &  Union Oil Co. C. W. Musick 1/32nd Union Oil Co.
. 6/24/78 Cecil D. Lee of California C. D. Lee 1/32nd of California

One (1) Tract of Fee Lands, Containing 80.00 Acres

TOTAL UNIT ARBA: (State and Fee) 1,280 Acres

100%




O1L CONSERVATION COMMISSION T CHAIRMAN

; LAND COMMISSIONER
STATE OF NEW MEXICO AND COMMISSIONE

i P. 0. BOX 2088 - SANTA FE MEMBER

3 87501 STATE GEOLOGIST

A.L PORTER,JR.
SECRETARY - DIRECTOR

L R TRUJILLO 1

July 30, 1974 !
1

J

Attorneys at Law
Post Office Box 1180
Roswell, New Mexico 88201

Re: CASE NO. 5269 |
Mr. James T. Jennings ORDER NO. R-4825
Jenaings, Christy & Copplé ]
Applicant:

Union 0il Company of Calif,

Dear Sir:

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

Very‘truly yours,

. e, o}

&
A. L. PORTER, Jr,
Secretary-Director

ALP/ix
Copy of order also sent to:
Hobbs OCC X

Artesia OCC
Agtec OCC

—

Other Unit Division - State Land Office




BEFORE EXAMINER NUTT™»
Ol CONSERVATION COMMI:
UNLT AGREEMENT| ——-——EXHIBIT NO, _ 7

FOR PHIE DEVELOPMENT AND DIGARE NG, $~ 2 ¢ o
o TR - S—

ESTACADO UNLT AREA
LEA COUNTY, NEW MEXICO

o |

THIS AGREEMENT, entered into as of the 22nd day of April,
1974 by and between che parties subscribing, ratifying or consenting
hereto, ané herein referred to as the “partics hercto";

WITNESSETH:

WHEREAS, the parties hereto are the owners of working,
royalty or other cil or gas interests in the unit area subject to this
agreement; and

WEEREAS, the Commissioner of Public Lands of the State of
¥ew Mexico is authorized by an Act of the Legislature (Sec. 3, Chap. 88,
Laws 1943) as amended by Sec. 1 of Chapﬁer 162, Laws of 1951, {Chap. 7,
Art. 11, Sec. 39, N. M. Statutes 1953 Annot.), to consent to and approve
the development or operation of State lands under agreements made by
lessees of State land jointly or scverally with other lessees where
such agreements provide for the unit operation or development of part
of or all of any oil or gas pool, field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of
New Mexico is authorized by an Act of the Legislature (Sec. 1, Chap.
162), (Laws of 1951, Chap. 7, Art. 11, Sec. 41, N. M. Statutes 1953
annotated) to amend with the approval of lessee, evidenced by the
lessee's execution of such agreement or otherwise, any oil and gas
lease embracing State lands so that the length of the term of said
lease may coincide with the term of such agreements for the unit opera-
tion and development of part or all of any oil or gas pool, field or
area; and

WHEREAS, the 0il Conservation Commission of the State of

Hew Mexico (hereinafter referred to as the "Commission") is avthorized

by an Act of the Legislature (Chap. 72, Laws 193%5; Chap. 65, Art. 3,




S, LA, ML N, Stabtutes 1953 Anncitabed)

Lo Lpnvowe thils oo

fon
4

the conservation provisions hexcof; and

WHEREAS, the parties hereto hold sufficient interests in the
Estacado Unit Area covering the land hereinafter described to give
reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste and secure other benefits obtainable
thrcugh development and operation of the area subject to this agreement
under the terms, conditions and.limitations herein set forth;

NOW, THEREFORE, in consideration of the premises and the pro-
mises herein contained, the parties hereto commit to this agreement
their resgective inteiests in the below defined unit area, and agree
severally among thenselves as follows:

1. ©UNIT AREA: The following described land is hereby desig-
nated and rzcocnized as constituting the unit area:

Township 14 South, Range 35 East, N.M.P.M.

Section 8: All
Section 17: All

containing 1,280.00 acres, more or less,
Lea County, New Mexico.

BExhibit A attached hereto is a map showing the unit area and
the boundaries and identity of tracts and leases in said area to the
extent known to the unit operator. Exhibit B attached hereto is a
schedule showing to the extent known to the unit operator the acreage,
percentage and kind of ownership of oil and gas interests in all 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 other than such interest or interests as are
shown on said map or schedule as owned by such party. Exhihits A and B
shall be revised by the unit operator whenever changes in ownershi» in
the unit area render such revisions necesséry or when requested by the
Commissioner of Public Lands, hereinafter referred to as "Commissioner".

All land committed to this agreement shall constitute land

referred to herein as "unitized land" or "land subject to this agrecement".




Pt s

"

2, UNITIZED SUBSTANCES: All oil, gas, natural gasoline and

associated fluid hydrocarbons in any and all formations of the unitized

land are unitized under the terms of this agreement and herein are

called "unitized substances".

3. UNIT OPERATOR: Union 0il Company of California whose

address is 300 Security National Bank Bldg., Roswell, New Mexico, is

hereby designated as unit operator and by signature hereto commits to

this agreement all interest in unitized substances vested in it as set

forth in Exhibit B, and agrees and consents to accept the duties and
obligations of unit operator for the discovery, developmeni: and pro;
duction of unitized substances as herein provideu. Whenever reference
is made herein to the unit operator, such reference means the unit
operator acting in that capacity and not as an owner of interests in
unitized substances, and the term "working interest owner" when used
herein shall include or refer to unit operator as the owner of a

working interest when such an interest is owned by it.

4. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Uﬁit operator

shall have the right to resign at any time but such resignation shall
not become effective until a successér unit operator has been salected
and approved in the manner provided for in Section 5 of this agreement.
The resignation of the unit operator shall not release the unit operator
from any liability or any default by it hereunder occurring prior to the
effective date of its resignation.

Unit operator may, upon default or failure in the performance
of its duties or obligations hereunder, be subject to removal by the
same percentage vote of the owners of working interests determined 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 terminate his 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 operator shall deliver possession of all equipment, materials and
appurtenances used in conducting the unit operations and owned by the
working interest owners to the new duly qualified successor unit opera-
tor, or to the owners thereof if no such new unit operator is elected,

tc be used for the purpose of conducting unit operations hereunder.

-3~



NMotning nerein shall be construed as authorizing removal of any material,
equipment and appurtenances needed for the preservation of any wells.

5. SUCCESSOR UNIT OPERATOR: Whenever the unit operator shall

resign as unit operator or shall be removed as hereinabove provided, the
owners of the working interests according to their respective acreage
interests in all unitized land shall by a majority vote select a suc-
cessor unit operator; provided that, if a majority but less than
seventy~five per cent (75%) of the working interests qualified to vote
is owned by one party to this agreement, a concurring vote of sufficient
additional parties, so as to constitute in the aggreage not less than

§ seventy~five per cent (75%) of the total working interests, shall be
required to select a new operator. Such selection shall not become
effective until (a) a unit operator so selected shall accep£ in writing
the duties and responsibilities of unit operator, and (b) the sclection

shall have been approved by the Commissioner. If no successor unit

operator is selected and gqualified as herein provided, the Commissioner
at his election may declare this unit agreement terminated.

6. ACCOUNTING PROVISIONS: The unit operator shall pay in

the first instance all costs and expenses incurred in conductind unit
operations hereunder, and such costs and expensés apd the working ‘inte-
rest benefits accruing hereunder shall be apportioned among the owners

: of the unitized working interests in accordance with an operating agree-

ment entered into by and between the unit operator and the owners of

o

i such interests, whether one or more, separately oi coliectively. Any
agreement or agreements entered into between the working interest owners
and the unit operator as provided in this section, whether one or more,
are herein referred to as the "Operating Agreement". No such agreement
N shall be deemed either to modify any of the terms and conditipns of

this unit agreement or to relieve the unit operator of any right or

obligation established under this unit agreement and in case of any in-

consistencies or conflict between this unit agreement and the operating

e o

i agreement, this unit agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as other-

wise specifically provided herein, the exclusive right, privilege and

K S

[
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duty of exercising any and all rights of the parties hereto which are
necessary or convenient for prospecting for, producing, storing, allo-
cating and distributing the unitized substances are hereby delegated
to and shall be exercised by the unit operator as herein provided.
Acceptable evidence of title to said rignts shall be deposited with
said unit operator and, together with this agreement, shall constitute
and define the rights, §rivileges and obligations of unit operator.
Nothing herein, however, shall be construed to transfer title to any

land or to any lease or operating agreement, it being understood that

Ps

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

shall exercise the ricghits of possession and use vested in the parties
hereto oniy for the purposes herein specified.

2 DRILLING O DISCOVERY: The unit operator shall, within

[V

sixty (60} ¢zavs after the effective date of this agreement, commence
operations upon an adequate test well for oil and gas upon some part
of the lands embraced within the unit area and shall drill said well
with due diligence to a depth sufficient to test the Morrow formation
or to such a depth as unitized substances shall be discovered in paving
quantities at a lesser depth or until it shall, in the opinion of unit
operator, be determined that the further drilling of said well shall
be'unwarrantéd or impracticable; provided, however, that unit operator
shall not, in any event, be required to drill said well to a depth in
excess of 13,600 feet. Until a discovery of. a deponsit of unitized
substances capable of being produced in paying quantities (to-wit:
guantities sufficient to repay the costs of drilling and producing
operations with a reasonable profit) unit operator shall continue
drilling diligently, one well at a time, allowing not more than six
months between the completion of one well and the beginning of the next
well, until a well capable of producing unitized substances in paying
quéntities is completed to the satisfaction of the Commissioner, or
until it is reasonably proven to the satisfaction of the unit operator
that the unitized land is incapabie of producing unitized substances
in paying quantities in the formation drilied hereunder.

Any well commenced prior to the effective date of this agree-

ment upon the unit area and drilled to the depth provided herein for the

drilling of an initial test well shall be considered as complyving with




N

the drilling requirements hereof with respect to the initial well. ‘The
Commissioner may modify the drilling requirements of this scction by
granting reasonable extensions of time when in his opinion such action
is warranted. Upon failure to comply with the drilling provisions of
this article the Commigsioner may, after reasonable notice to the unit
operator and each working interest owner, lessee and lessor at their
last known addresses, declare this unit agreement terminated, and all
rights, privileges and obligations granted and assumed by this unit

agreement shall cease and terminate as of such date.

-

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY.OF UNITIZED

SUBSTAMNCES: Should unitized substances in paying quantities be dis-

covered ugcn the unit area the unit operator shall on or before six

months frem the time of the completion of the initial discovery well
veriod thereafzer file a report with the Commissioner and Commission of
the status of the development of the unit area and the deyelopment con-
templated for the following twelve months period.

It is understood that one of the main considerations for the
approval of this agreement by the Commiggioner of Public Lands is to
secure the orderly development of the unitized lands in accordancé with
good conservation practices so as to obtain the greatest ultimate re-
covery of unitized substances. |

After discovery of unitized substances in paying quantities,
unit opefator shall proceed with diligence to reasonably develop the
unitized area as a reasonably prudent operator would develop such area
uﬁder the same or similar circumstances.

If the unit operator should fail to comply with the above
covenant for reasonable development this agreement may be terminated by
the Commissioner as to all lands of the State of New Mexico embracing
undevelopved regular well spacing or prorétion units but in such event
the basis of participation by the working interest owners shall remain
the same as if this agreement had not been terminated as to such lands;
provided, however, the Commissioner shall give notice to the unit opera-
tor and the lessees of record in the manner prescribed by Sec. 7-11-14,

N. M. Statutes 1953 Anncotated of intention to cancel on account of any




alleged breach of said covenant for recasonable development and any
decision entered thereunder shall be subject to appeal in the manner
prescribed by Sec. 7-11-17, N. M. Statutes 1953 Annotated and, pro-
vided further, in any event the unit operator shall be given a
reasonable opportunity after a final determination within which to
remedy any default, failing in which this agreement shall be terminated
i as to all lands of the State of New Mexico embracing undeveloped
ragular well spacing or proration units.

| 10. PARTICIPATIOM AFTER DISCOVERY: Upon completion of a

well casable of producing unitized substances in paying quantities,

the owners of working interests shall participate in the production

L F P

A

therefrcn arnd in all other producing wells which may be drilled pur-
suant herezo i:. the proportions that their respective leasehold inte-
rests covarad hareby on an acreage basis bears to the total numbex

of acres cormitted to this unit agreement, and such unitized substances
shall be deemed to have been éroduced from the respective leasehold

interests participating therein. For the purpose of deterwiniiy auy

benefits accruing under this agreement and the distribution of the

royalties payable to the State of New Mexico and other lessors, each’
separate lease shall have allocated to it such percentage of said pro-

duction as the number of acres in each lease respectively committed to

this agreement bears to the total number of acres committed hereto.
Notwithstanding any provisions contained herein to the con-
trary, each working interest owner shall have the right to take such
owner's proportionate share of the unitized subStancés in kind or to
personally sell or dispose of the same, and nothing herein contained
shall be construed as giving or granting to tﬁe unit operator the rignt
to sell or othervise dispose of the proportionate share of any working

interest cwnar without specific authorization from time to time so to

do.

ks e

11, ALLOCATION OF PRODUCTION: All unitized substances pro-

K v

duced from each tract in the unitized area established under this agree-

ment, except any part thereof used for production or development pur-

poses hereunder, or unavoidably lost, shall be deemed to be produced

LT M = s

equally on an acreage basis from the several tracts of Lthe unitized

:
1
H
:
3
i
S
£




1and, and for the purpose of determining any penefils rhat accrue on an

nh tract shall have allocated to it such percent—

acreage basis, each suc

age of said production as its area bears o the entire unitized area.

1t is hereby agreed ghat prcduction of unitized gubstances from the

unitized area shall be allocated as provided herein: regardless of

any wells are drilled on any particular tract of said unitized

i

i area

i 12. g&zﬁENT oFr RENE§E§J ROYALTIES AND OVERRIDING ROYALTIES:

2 a1l rentals due the gtate ©of New MexicoO shall be paid py the respective
i 1ease OWnRSLS in accordance with the terms of their leases:

% all royalties due the grate of New MexicCoO under the terms of

2 the leases comnitted to this agreement shall be computed and paid on the
1 pasis 0% &-* anitized substances allocated to the reSpective jeases COM~
% mitted harstls provided, however : the State shall be entitled ro take in
i ed gubstances allocated to the respective

kind jts shar= of the unitiz

1cases; and in such case the unit operator shall make deliveries of such

rdance with the rerms of the respective leases-

All rentals;, if any. due ander any'leases emhracinq 1ands

other than the State of New MexlcO: shall be paid py the respective lease

! _ royalty o0il in acce
E

y

H

!

i .
! owners in accordance with the terms of their leases and all royalties
z N

due under the terms of any guch leases shall be paid on the basis of all

unitized substances allocated to the respective 1eaSes‘committed hereto.

1f the unit operator jntroduces gas obtained from gources other

q formation for the purpose

than the unitized gubstances into any producin

RO

e

of repressuring, stimulating ox jncreasind the altimate recovery of

barat

from,; 2 1ike amount of gasy if aVailable, with

N3
By N

unitized substances rhere

due allowance for loss OF depletion from any cause ™y be withdrawn

from the formation into which the gas was introduced royalty free as

ey e R SO

to dry gas put not as to the products extracted rherefromi provided,

+hat such withdrawal shall be at such rime as may be provided in a plan

of operation consented to be the commissioner and approved py the Con-—

gy S il 5T

mission &% conforming +to good petroleul engineering practice; and pro-~
vided furtheX: +hat such right of withdrawal shall rerminate on the

cermination of this unit agreement.
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If any lease committed hereto is burdensd with an overriding
royalty, payment out of production or other charge in addition to the

usual rovalty, the owner of each such lease shall bear and assume the

same oui of the unitized substances allocated to the lands embraced

[y
N

in each such lease as provided herein,

~a

13. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOFAR AS

Y APPLY TO LANDS WITHIN THE UNITIZED AREA: The terms, conditions and

subleases, oparating agreements and other con-
exzloration, drilling development or operation

? the lands committed to this agreement shall, as of

£, be and the same are hereby expresslyv modified
insofar as they apply to lands within the unitized arez to

the exten: n=zcessary to make the same conform to the provisions heareof

that *n2 respective terms of said leases and agreements will b=

and so

extended insciar as necessary to coincide with the term of this agrees-

mant and the approval of this agreement by the Commissioner and itha

@]

respective lessors and lessees shall be effective to conform the pro-

o

visions and extend the terms of each such lease as to lands within th
unitized area to the provisions and terms of this agreement; but othef
wise 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 ih force beyond the term provided thereirn as long as this agres-
ment remains in effect, provided, driilinq operations upon the initial
test well provided for herein shall have been commenced or said well is in
the process of being drilled by the unit operator prior to the expiration
of the shortest term lease committed to this agreement. Termination of
this agreement shall not affect any lease which pursuant to thelterms
thereof or any applicable laws would continue in full force and effect
thereaftar. The commencement, completion, continued operation or produc-
tion of a well or wells for unitized substances on the unit area shall be
construed and considered as the commencement, completion, continued opera-
cion ox producﬁion on each of the leasehold intereste committed to this
agreement and operations or production pursuant to this agrcement shall

be deemed to be operations upcn and production from each leasehold interes

committed hereto and there shall be no obligation on the part of the
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unit omerator or any of the owners of the respective leasehold interests
commi tted hereto to drill offsets to wells as between the leasehold inte-

rests committed to this agreement, except as provided in Section 9 here-

of.

Any lease embracing lands of the State of New Mexico having
only a portion of its lands ccmmitted hereto shall be segregated as to
the portiocn committed and as to the portion not committed and the terms
of such leases shall apply separately as to such segregated portions

commencinyg as of the effective date hereof. Notwithstanding any of the

previsions of this acgreement to the contrary, any lease embracing lands
of the S:tzte of New Mexico having only a portion of its lands committed

hereto shzll continue in full force and effect beyond the term provided

therein as *c 21! lands embraced in such lease, if oil and gas, or

sither of t=zm, are discovered and are beéing produced in paying quanti-

LlaTiap

ries from scme rart of the lands embraced in such lease committed to

this agreement at the expiration of the secondary term of such lease;

or if, at the expiration of the secondary term, the lessee or the unit

*1". operator is then engaged in bona fide drilling or reworking operations

on come part of the lands embraced therein shall remain in full force
and effect so long as sﬁch operations are being diiigently prosecutéd,
and they result in the production of oil or gas, said lease shall con-
tinue in full force and effect as to all of the lands eﬁbraced therein, -

so long thereafter as oil and gas, or either of them, are being pro-

duced in paying guantities from any portion of said lands.

14. CONSERVATION: Operations hereunder and production of

unitized substances shall be conducted to provide for the most economical
and efficient recovery of said substances without waste, as defined by
or pursuant to State laws or regulations.

15. DRAINAGE: In the event a well or wells producing oil or
gas in paying guantities 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 opsrator would drill under the same or similar circumstances.

16. COVENANTS RUN WITH LAND: The covenants herein shall be

construed to be covenants running with the land with respect to the

_10...
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interests of the parties hercecto and their successors in interest until

this acgreement terminates, and any grant, transfer or conveyance of

o

shall be and hereby is con-

nterest in land or leases subject hercto

ditionea upon the assuirption of all privileges and obligations here-

under the grantee, transfere= or oiher successor in interest. No

assignment or transfer or an» working, rcovalty or other interest sub-

upcn unit operator until the first day

-

“ect hereto shall be binding

of zhe calendar month after the unit operator is furnished with the

ina hotostatic or certified copy of the instrument of transfer.

e

| =

ori

[X8]

I'4

i7 EXpPE2CTIVE DATE AND TERM: This agreement shall become

effective uron aporoval by the Commissioner and shall terminate in two

years after such date unless (a) such date of expiration is extendsed by

the Comnmissicner, or (b) a valuable discovery of unitized substancss has

+

been made on unitized land during said initial term or any extension

)

thereof in which case this agreement shall remain in effect so lo:

o~
e

~

as unitized substances are being produced from the unitized land and

[t}

should production cease, so long thereafter as diligent operations ar

in progress for the restoration of production or discovery of new pro-

duction and so long thcveafter as the unitized substances so discoverad

can be produced as aforesaid. 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 the working interests signatory hereto with the approvail

of the Commissioner. Likewise, the failure to comply with the drilling

requirements of Section 8 hereof may subject this agreement to termina-

tion as provided in said section.

18. RATE OF PRODUCTION: A1l production and the disposal there

of shall be in conformity with allocations, allotments and quotas made or

fixed by the Commission and in conformity with all applicable laws and

lawful rsgulations.

19. 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 Public Lands

1 Conservation Commission, and to appeal from orders

e

and the New Mexico O

issued under the regulations of the Cormmissioner or Commission or to

-
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apply for relief from any of said regulations or in any proceedings
on its own behalf relative to operations pending before the Commissioner
or Commission; provided, however, that any other interest party shall
also have the richt at his own expense to appear and to participate in
any such proceeding. |

20, NOTICES: All notices, demands or statements required
hereunder to be given or rendered to the parties‘hereto shall be deemed
fully given, if given in writing and sent by postpaid registered nmail,
addressed to such .party or parties at their respective addresses set
forth in connection with the signatures hereto or to the ratification or
consent hereof or to such other address as any such party may have fur-
nished in writing to party sending the notice, demand or statement.

21 UNAVOIDABLE DELAY: All obligations under this agreement

- av

requiring th= unic operator to commence or continue drilling or to oper-
ate on or produce unitized substances from any of the lands covered by
this agreement shall be suspended while, but only so long .as, the unit
operator despite the exercise of due care and diligence, is prevented from
complying with such obligations, in whole or in part, by strikes, war,
acts of God, Federal, State or municipal law or agencies, unavoidable
accidents, uncontrollable delays in tfansportation,'inability to ébtain
necessary materials in open market, or other matters beyond the reason-
able control of the unit operator whether similar to matters hexein

enumerated or not.

22, LOSS OF TITLE: In the event title to any tract of uniti-

zed land or substantial interest therein shall faii and the true owner
cannot be induced to join the unit agreement so that such tract is not
committed to this agreement or the operation thereof hereunder becomes
impracticable as a result thereof, guch tract may be eliminated from 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 dis-
ute as to the title to any royalty, working or other interest subject
hereto, the unit operator may withhold payment or delivery of fhe allocated
portion of the unitized substances involved on account thereof without
liability for interest until the dispute is finally settled, provided that

no payments of funds due the State of New Mexico shall be withheld.

-12-




Unil opcrator as such is relieved from any responsibility {or any dovect
or fallure of any title hercunder.

23. SUBSEQUENT JOINDER: Any o0il or gas interest in lands within

~the unii area not committed hereto prior to the submission of this agrea-
rent for final approval by the Commissioner may be committed hereto by the
owner or owners of such rights subscribing or consenting to this agreement
or =xecuting a ratificatiorn thereof, and if such owner is also a working
intarast owner, by subscribing to the operating agreement providing for
~the allocation of costs of exploration, development and operation. A sub-
seéuent joinder shall bz effective as of the first day of the nonth follow-
ing the approval by the Commissioner and the filing with the Commission of
duly executed counterparts of the instrument or instruments committing the
interest of such owner to this agreement, but such joining party or parties
befoie participating in any benefits hereunder shall be required to assumsz
and pay to uﬁit oparator their proportionate share of the unitiexpense
incurred prior to such party's or parties' joinder in the unit agreement,
and the unit operator shall make appropriate adjustments causedAby such
joinder, without any refroactive adjustment or revenue.

v 24. COUNTERPARTS: This agreement may be executed in any nunber

of countefparts, no ore of which needs to be execqted by all pariies or
nay be ratified or consented to by sepafate instrument in-writing spaci-
fically referring hereto, and shall be binding upon all thosgi: parties who
have executed‘such a counterpart; ratification or consent héréto withAthe
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 own-—

ing or claiming an interest in the lands within the above described unit

area.

"IN WITNESS WHEREOF, the undersigned parties hereto have caused

this agreem=ant to be executed as of the respective dates set forth

opposite thelr signatures.

UNION 0X1, COMPANY OF CALIFORNIA
ATTRST: UNIT OPERATOR

By A/%Mjﬂ/ |

— ar il .
14 Attorney-in-Fact (\L///

T

-3~




STATE OF TEXAS,

>C et >
n
%}

COUNTY O MIDLAMD.
. C o, A
The foregoing instrument was acknowledged before me this :fé;-” day of June 1974,

by _ ( Z//// /"//9//55// , Attorney-in-Fact for UNION OIL COMPANY OF CALIFORNIA, a

; Cal..ornia corporation, on behalf of said corporation.
! I WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the

day and year. above written.

MAVIS JONES

/ / Motary Pubiic
/ ' ; uuj © Midland Co. Texe~
LN _
Nothry W»c

¥y Commission Expires:
June’ 1, 1975

~13A--
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Date:

U
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Date:

JAKE Ly HAHONM

WARREN AMERICAN OII COMPANY

MESA PETROLEUM COMPANY

By

C. W. MUSICK

CECIL D. LEE

~14-
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JAKE 1. HAMONW

Dato: By ) .

WARREN AMERICAN OTL COMPANY
; Date: By

i MESA PETROLEUM COXBANY

; Datc:_g;zgkéﬁ_ ;l\‘[(??lf. By j>f;2%f iZZEQQZ:éﬁfi‘,<f:
! O/ 7 ! & YICE paesinEdt e/’\{y/}
/

"¢ W. MUSICK
.)ate:m

CECYXL, D. LYE
Date:

I

i

|
!
|
|
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JAKE L. HAMOM

Date l__ . BY,_,w -
WARBEN AMERICAN OIL COMPANY
Date: By

MESA PETROLEUM COMPANY

Date: By._

> <7
/KC’ 4 % el EALY

C. W. MUSICH

Qﬁ//u Bete, Degnrele

10SSI DELL MUSICK o

Date: June 25, 1974

‘ ' CECIL D. LEE
Date: June 25, 1974
. 2
ZI11AH GRACLIE LEE
}
!




JAKE T,. HAMON

Date: L o By
WARREN AMERICAN OIL COMPANY
; Date: By

MESA PETROLEUM COMPANY

Date: By

C. W. MUSICK
Date:

(2007 ) wa

ot Kl

pate: | 3 Jitad) W pa %ﬁg ,

3 CECIL D. LEE
g

14~




R 35 E
Union 0il Co. @
L~4799 Warren-Amearicon Qil
Co.
8-13-30
. K~4729
;' 2-16-75
? Stote
8
| ® ®
Union Oil | Mesa Pel.
; ) Co. Co.
6-24-75 L-552°
1-i8~78
- Fee Stote - Store

Joke L.Hamon

K-4403
9-15~74

State
T 17

SRC,

Union 0i} Co.

LG—-(043
2-1-83

Sirale

‘Exhibit "A"

ESTACADO UNIT
LEA COUNTY N. M

TOTAL UNIT AREA-1230 AC.
STATE-~ 1200
FEE - 80




EXHIBIT "B" '
"ESTACADO UNIT
SECTIONS 8 & 17, T-14-S, R-35-E
LEA COUNTY, NEW MEXICO

. Serial No. and : . - Overriding Rovalty o ant : e
Mo e Description Nunber . . Basic Royalty Lessec of I : Working Interes:
Lrace of Land of Acres GT¥piratlon Date i3y 12-1/2%) Record or Production Payment and Percentacs
of Leases Percentage
H Sec, 17: N/2 320 K-4408 State of N. M. Jake I,. Hamon 12-1/2% Union 9il Co.
. 8/15/74 of California
1003
2 Scc. 8: L/2 320 K~4729 State of W. M. warren—-American 12-1/2% Union 0il Co.
2/18/75 _ 0il Company of Californie
100%
3 Sec. 8: E/2 Sw/4 80 L-552 State of N. M. Mesa Petroleun 12-1/2%¢ Union 01l Co.
1/16/78 ' Compeny of California
1003
4 Sec. 8: Nw/4 _ 160 1-4798 State of N. M. Union 0il Co. None Unicn Oil Co.
8/18/80 _ of California of California
100%
5 Sec. 17: §8/2 320 LG-1043 State of N. M. Union 0il Co. None - Union 0il.Co.
2/1/83 of California of Californiea
100%
q TOTAL: 5 Tracts (All State Lands), Containing 1,200 Acres

i e




EXHIBIT "B" (Cont'd.)
ESTACADO UNIT
SECTIONS 8 & 17, T-14-S, R-35-F
LEA COUNTY, NEW MEXICO

< \ ] -. . . . -
N Descrintion Number MMMMWWﬂWMm WMMm Basic Royalty =~ Lessce of OW<WMMMMMMMOMOWMWMM . Working Intercs:
Teev cf Land of Acres : All 12-1/2% pCOr( menc and P ntace
of Leases ( /2%) Record Percentage na Percentage
6 Sec. 38: W/2 sw/4 80 , C. W. Musick & Union 0il Co. C. W, Musick 1/32néd Union 0il Co.
. 6/24/75 Cecill D. Lee of California C. D. Lee 1/32nd of Califorrniz
100%

Cre (1) Tract of Fee Lands, Containing 80.00 Acres

TOTAL UNIT AREA: (State and Fee) 1,280 Acres




Stal:c o{ New Mexico TELEPHONE

505-827~2748

RECEIVED
B\I ‘NI M'S

JUN'19 1974
i

Commissioner of Rbhc L ands

ALEX J. ARMIJO June 17, 1974 P. O. BOX 1148
COMMISSIONER ' SANTA FE, NEW MEXICO

Union 0il Company of California ‘ EFORE EXAMINER =
300 Security National Bank Bldg. CHL COMSERVATION co
‘ © Roswell, New Mexico 88201 EXHIBIT No, ;{

CASE NO,_ =2¢ 9%
Re: ESTACATU UNIP——
Lea County, New Mexico

ATTENTION: Mr. W. M. Stanley

Gentlemen:

7 Nt R,

We have reviewed the proposed unexecuted copy of unit agreement,
Exhibits "A" and "B" for the Estacado Unit, Lea County, New Mexico, this
form of agreement meets with the requirements of the Commissioner of Public
Lands, therefore, the Commissioner of Public Lands has this date approved
‘your agreement as to form and content.

M WY

Please submit your Engineering Report or any Geological data that
: you might have,

A

Upon submitting the unit for final approval the following are re-
quired by this office.

1. Application for final approval stating all Tracts committed and
Tracts not committed.

2. Two executed copies of Unit Agreement- One must be an original.
3. One copy of Operating Agreement.

4, Two copies of all ratifications from Lessees of Record and
Working Interest Owners, one must be an original.

5, Filing Fee in the amount of Twenty ($20.00) Dollars,

LR COpRERTS

Ver truly yours,

4%/ GRAHAM, Director
011 and Gas DupartmenL
AJA/RDG/s




Docket No. 19-74

Dockets Nos. 2I~74 and 22-74 are tentatively set for hearing on July 24 and

August 7.

Applications for hearing must be filed zt least 22 days in advance

of hearing date.

DOCKET: EXAMINER HEARING -~ WEDNESDAY - JULY 10, 1974

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

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

ALLOWABLE:

(1) Consideration of the allowable production of gas from
seventeen prorated pools in Lea, Eddy, Rocsevelt, and Chaves
Counties, New Mexico, for August, 1974;

(2) Consideration of the allowable production of gas from five
prorated pools in San Juan, Rio Arriba, and Sandoval Counties,

New Mexico, for August, 1974.

(Reopened) (Continued from the June 19th Examiner Hearing)

CASE 5265:

CASE 5266:

CASE 5267

In the matter of Case No., 3608 being reopened pursuant to the provisions
of Order No. R-3282, which order established temporary rules for the
Carlsbad Permo-Penn Gas Pool, Eddy County, New Mexico, including a
provision for 640-acre spacing. All interested parties may appear

and show cause why saild pool should not be developed on 320-acre

spacing units.

Application of David Fasken for an unorthodox location and a non-
standard proration unit, Eddy County, New Mexico. Applicant, in the
above-styled cause, seeks approval for the unorthodox gas well loca-
tion of a well to be drilled to the Morrow formation at a point 1664
feet from the North line and 660 feet from the East line of Section 1,
Township 21 South, Range 26 East, Eddy County, New Mexico. Applicant
further seeks approval for a 281.3~acre non-standard proration unit
for said well comprising all of Lots 1 through 8 of said Section 1.

Application of David Fasken for an unorthodox location, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks approval for
an unorthodox gas well location for a well to be drilled to the
Morrow formation at a point 1300 feet from the South and West lines
of Section 29, Township 20 South, Range 25 Eas’, Cemetary-Morrow

Gas Pool, Eddy County, New Mexico, the S/2 of said Section 29 to

be dedicated to the well.

Application of Mark Production Company for compulsory pooling, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks an
order pooling all mineral interests in the Pennsylvauian formation
underlying the E/2 of Section 1, Township 18 South, Range 26 East,
Atoka-Pennsylvanian Pool, Eddy County, New Mexico, to be dedicated
to a well to be drilled at an orthodox location 990 feet from the
South and kast lines of said Section 1. Also to be conaidered will
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(Case 5267 continued from Page 1)

CASE 5268

=

o

\\SASE 5269:

LY

A
\

\

\\

CASE 5270:

CASE 5271:

be the cost of drilling and completing sald well and the allocation
of such costs, as well as actual operating costs and charges for
supervision. Also to be considered is the designation of applicant
as operator of the well and a charge for risk involved in drilling

saild well.

Application of Anadarko Production Company, General American 0il
Company of Texas and Shenandoah 0il Corporation for four waterflood
projects, Eddy County, New Mexico. Applicants, in the above-styled
cause, seek authority to institute four cooperative waterflood projects
by the injection of water into the Grayburg-San Andres formation in
Township 17 South, Range 30 East, Grayburg~Jackson Pool, Eddy County,
New Mexico as follows:

Project No. 1: Anadarko's Loco Hills YA" Federal lecase by the
conversion of four wells in Sections 10 and 15 to water injection;

Project No. 2: Anadarko's Loco Hills "B" Federal lease by the
conversion of three wells in Section 9;

Project No. 3: General American Parke "F'" lease by the conversion
of one well in Section 10;

Project No. 4: Shenandoah's Parke '"B" lease by the conversion
of two wells in Section 15.

Application of Union 0il Company of California for a unit agreement,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks
approval of the Estacado Unit Area comprising 1280 acres, more or less,
of State and fee lands In Township 14 South, Range 35 East, Lea County,
New Mexico.

Application of Texaco Inc. for compulsory pooling, Eddy County, New
Mexico, Applicant, in the above-~styled cause, seecks an or.ler pooling
all mineral interests in the Morrow fermation underlying a!ll of
Section 33, Towmship 24 South, Range 26 East, White City-Fonnsylvanian
Gas Pool, Eddy County, New Mexico, to be dedicated to applicant's
White City Com. Well No. 1 in Unit F of said Section 33.

Application of Merrion & Bayless for compulsory pooling, Rio Arriba
County, New Mexico. Applicant, in the above-styled cause, seeks an
order pooling all mineral interests in the Dakota formation underlying
the W/2 of Section 13, Township 24 Newth, Range 6 West, Rir Arriba
County, New Mexico, to be dedicated to a well to be drilled at a
standard location for said unit in Unit F of said Section 13, Also
to be consldered will be the cost of drilling and completing said
well and the allocation of such costs, as well as actual operating
costs and charges for supervision. Also to be considered 1s the
designation of applicant as operator of the well and a charge for
risk involved in drilling said well.
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CASE 5272:

CASE 5273:

CASE 4749:

Examiner Hearing - Wednesday ~ July 10, 1974 Docket No. 19-74
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In the matter of the hearing called by the 0il Conservation Commission
on its own motioun to permit Consolidated 0il and Gas, Inc., United
States Fidelity & Guaranty Company and all other interested parties

to appear and show cause why the Consolidated 0il and Gas, Inc.,

Price Well No. 1 located in Unit N, Section 15, Township 31 North,
Range 13 West, San Juan County, New Mexico, should not be recompleted
ags a single-zone well or be plugged and abandoned in accordance with

a Commission-approved plugging program.

In the matter of the hearing called by the 0il Conservation Commission
on its own motion to permit Eastern Petroleum Corporation, United
States Fidelity and Guaranty Company and all other interested parties
to appear and show cause why the following wells should not be
abandoned in accordance with a Commission-~approved plugging program:

Castillo ##1 located in Unit P, Section 35, Township 20
North, Range 7 West, McKinley County, New Mexico;

Chopup #1 located in Unit N, Section 30, Township 19
North, Range 6 West, McKinley County, New Mexico;

Chacra Mesa #1 located in Unit B, Section 14, Township 19
North, Range 7 West, McKinley County, New Mexico;

Blackjack #1 located in Unit P, Section 12, Township 21
North, Range 9 West, San Juan County, New Mexico;

Pornada #1 located in Unit H, Section 27, Township 18
North, Range 7 West, McKinley County, New Mexico.

(Reopened)

CASE 4946:

In the matter of Case No. 4749 being reopened pursuant to the provisions
of Order No. R-4338-A, which order continued special rules for the
Humble City-Strawn Pool, Lea County, New Mexico. All interested

parties may appear and show cause why sald pool should not be

developed on 40-acre spacing.

(Reopened)

CASE 5110:

In the matter of Case No. 4946 being reopened pursuant to the provisions
of Order No. R-458l, which order established temporary rules for the
Crosby-Fusselman Associated Pool, Lea County, New Mexico. All
interested parties may appear and show cause why said rules should

not be rescinded.

(Continued from January 16, 1974)

In the matter of the hearing called by the O0il Conservation Commission
on its own motion to consider the institution of gas prorationing in
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(Case 5110 continued from Page 3)

the Washington Ranch-Morrow Gas Pool, Eddy County, New Mexico, to
provide for fixing the total allowable natural gas production from
saild pool to an amount equal to reasonable market demand and to
the capacity of the gas transportation facilities. Also to be
considered will be the adoption of special rules and regulations
for sald pool including a provision for allocating the allowable
production among the wells in the pool. NOTE: This case will be
continued to the first Examiner Hearing in January, 1975.

CASE 5274: Southeastern nomenclature case calling for the creation, abolishment,
and extension of certain pools in Lea, Eddy, and Chaves Counties,

New Mexico.

(a) Create a new pool in Eddy County, New Mexico, classified as a
gas pool for Wolfcamp production and designated as the Black River-
Wolfcamp Gas Pool. The discovery well is Amoco Production Company
Herren Federal Gas Com Well No. 1 located 1in Unit K of Section 7,
Township 24 South, Range 27 East, NMPM. Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 27 EAST, NMPM
Section 7: SW/4

(b) . Create a new pool in Lea County; New Mexico, classified as a gas
pool for Morrow production and designated as the Cooper-Morrow Gas
Pool. The discovery well is the E1 Paso Natural Gas Company Cooper
Federal Well No. 1 located in Unit F of Section 21, Township 24 South,
Range 36 East, NMPM. Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 36 EAST, NMPM
Section 21: N/2

(¢) Create a new pool in Eddy County, New Mexico, classified as a gas
pool for Morrow production and designated as the Malaga-Morrow Gas
Pool. The discovery well is Phillips Petroleum Company Malaga A Well
No. 1 located in Unit L of Section 2, Township 24 South, Range 28 East,
NMPM. Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 28 EAST, NMPM
Section 2: W/2

(d) Abolish the Bell Lake—Pennsylvanian Gas Pool in Lea County, New
Mexico, described as:

TOWNSHIP 23 SQUTH., RANGE 33 EAST., NMPHM
Section 36: SE/4

TOWNSHIP 23 SOUTH, RANGE 34 EAST, NMPM
Section 30: All
Section 31: All
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(Case 5274 continued from Page 4)

TOWNSHIP 24 SOUTH, RANGE 33 EAST, NMPM
Section 1: NE/4

TOWNSHIP 24 SCUTH, RANGE 34 FEAST, NMPM
Section 6: NW/4

(e) Create a new pool in Lea County, New Mexico, classified as a gas
pool for Atoka production with a provision for 160-acre spacing units
and designated as the Bell Lake-Atoka Gas Pool. The discovery well
is the Continental 0il Company Bell Lake Unit Well No. 2 located in
Unit N of Section 30, Township 23 South, Range 34 East, NMPM. Said

pool would comprise:

TOWNSHIP 23 SOUTH, RANGE 34 EAST, NMPM
Section 30: SW/4

(f) Create a new pool in Lea County, New Mexico, classif:ed as a gas
pool for Atoka production and designated as the South Bell Lake-Atoka
Gas Pool. The discovery well is the Continental 0il Company .Bell Lake
Unit 1 Well No. 4 located in Unit F of Section 6, Township 24 South,
Range 34 East, NMPM, Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 34 FAST, NMPM
! Section 6: W/2

(g) Create a new pool in Lea County, New Mexico, classified as a gas
pool for Morrow production with a provision for 160~acre spacing units
and designated as the South Bell Lake-Morrow Gas Pool., Tie discovery
well is the Continental 01l Company Bell Lake State 3 Well No. 5 located
in Unit G of Section 1, Township 24 Scuth, Range 33 East, NMPM. Said

pool would comprise:

TOWNSHIP 23 SOUTH, RANGE 33 EAST, NMPM
Section 36: SE/4

TOWNSHIP 23 SOUTH, RANGE 34 EAST, NMPM
Section 31: SW/4

| TOWNSHIP 24 SOUTH, RANGE 33 EAST, NMPM
i Section 1: NE/4

(h) Extend the North Bagley—Pennsyivanian Pool in Lea County, New
Mexico, to include therein: ,

TOWNSHIP 12 SOUTH, RANGE 33 EAST, NMPM

Section 6: NE/4
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(1) Extend the Black River-Pennsylvanian Gas Pool in Eddy County,
New Mexico, to include therein:

TOWNSHIP 24 SOUTH, RANGE 26 EAST, NMPM
Section 12: SW/4

(3) Extend the Burton Flat-Morrow Gas Pool in Eddy County, New Mexico,
to include therein:

TOWNSHIP 20 SOUTH, RANGE 28 EAST, NMPM
Section 27: N/2

(k) Extend the Cabin Lake-S§trawn Pool in Eddy County, New Mexico, to
include therein:

TOWNSHIP 22 SOUTH, RANGE 30 EAST, NMPM
Section 11: W/2 NE/4

(1) Extend the Cemetary-Morrow Gas Pool in Eddy County, New Mexico,
to include therein:

TOWNSHIP 20

SOUTH, RANGE 25 EAST, NMPM
Section 8: A

1

0
1
(m) Extend the North Dagger Draw-Upper Pennsylvanian Pocl in Eddy v
County, New Mexico, to include therein:

TOWNSHIP 19 SOUTH, RANGE 25 EAST, NMPM
Section 17: N/2

(n) Extend the Eagle Creek-San Andres Pool in Eddy County, New Mexico,
to include therein:

TOWNSHIP 17 SOUTH, RANGE 25 EAST, NMPM
Section 13: W/2 SW/&

Section 28: SW/4

Seztion 29: S/2

(o) Extand the Hat Mesa-Morrow Gas Pool in Lea County, New Mexico, to
include cherein:

TOWNSHIP 21 SOUTH, RANGE 32 EAST, NMPM
Section 10: Ef2 .
Section 11: W/2

(p) Extend the Loco Hills Queen-Grayburg-San Andreé Pool in Eddy
County, New Mexico, to include therein:

TOWNSHIP 18 SOUTH, RANGE 29 EAST, NMPM
Section 23: NE/4 NE/4
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(q) Extend the Red Lake-Penngylvanian Gas Pool in Eddy County, New
Mexico, to include therein:

TOWNSHIP 18 SOUTH, RANGE 27 EAST, NMPM
Section 18: N/2

(r) Extend the Rocky Arroyo-Canyon Gas Pool in Eddy County, New Mexico,
to, include therein:

TOWNSHIP 22 SOUTH, RANGE 22 EAST, NMPM
Section 4: S/2
Section 5: S/2

(s) Extend the Townsend-Strawn Pool in Lea County, New Mexico, to
include therein:

TOWNSHIP 16 SOUTH, RANGE 35 EAST, NMPM
Section 9: N/2 and SE/4

(t) Extend the Twin Lakes—San Andres Pool in Chaves Courty, New Mexico,
to include therein:

TOWNSHIP 8 SOUTH, RANGE 28 EAST, NMPM
Section 36: SW/4 SE/4

(u) Extend the North Vacuum-Abo Pool in Lea County, New Mexico, to
include therein:

TOWNSHIP 17 SOUTH, RANGE 34 EAST, NMPM
Section 16: SE/4

(v) Extend the Vada-Pennsylvanian Pool in Lea County, New Mexico, to
include therein: :

TOWNSHIP 9 SOUTH, RANGE 33 EAST, NMFM
Section 11: NW/4
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Statz of New Mexico TELEPHONE

f 505~-827-~2748
. RECEZIVES
! BY W. M. S,
JN19 197
Commisstoner of Pu[:‘ic Lands
ALEX J. ARMIJO June 17, 1974 P. O. BOX 148
COMM(SEIONE.R ’ o SANTA FE, NEW MEXICO
Union Oil Company of Califormia ORE EXAM,NEF\ i "T‘ -
" 300 Security National Bank Bldg. ClL CONSERVATION Co 5
Roswell, New Mexico 88201 iz

~ EXHIBIT NO. _g_

, CASE NO, S 269
Re: ESTACADU UNIY
Lea County, New Mexico

ATTENTION: Mr. W. M. Stanley

Gentlemen-

We have reviewed the proposed unexecuted copy of unit agreement,
Exhibits "A" and "B" for the Estacado Unit, Lea County, New Mexico, this. )
form of agreement meats with the requirements of the Commissioner of Public
Lands, therefore, the Commissioner of Public Lands has thls date approvnd

your agreement as to form and content.

Please submit your Engineering Report or any Geological data that
you might have, v _

Upon submitting the unit for final approval the following are re-
quired by this office. '

1. Application for final approval stating all Tracts committed and .
Tracts not committed.

2. Two executed copies of Unit Agreement- One must be an original.

’ 3. One copy of Operating Agreement,

4, Two copies of all ratifications from Lessees of Record and
Working Interest Owners, one must be an original.

'5.‘Fi1ing Fee in the amount of Twenty ($20.00) Dollars,

Vex truly yours,

GRAHAM Director
011 and Gas Department

AJA/RDG/s




LAW OFFICES OF

JENNINGS, CHRISTY & COPPLE

TELEPHONE 622-8432

JAMES T.JENNINGS 1012 SECURITY NATIONAL BANK BUILDING
SIM B.CHRISTY IX P.0.BOX 1180 AREA CoDE 505
ROGER L.COPPLE ROSWELL, NEW MEXICO 88201

BRIAN W. COPPLE

ROBERT G, ARMSTRONG

June 14, 1974 &721/@ S ReT

0il Conservation Commission
P. O. Box 2088
Santa Fe, New Mexico 87501

Attention: Ida Rodriguez

RE: PROPOSED UNIT AGREEMENT

Enclosed herewith you will find an Application in triplicate on
behalf of Union Q0il Company of California for a Unit Agreement.

Mr. Stanley of Union advises that he has contacted you concerning
this and he would like very much to get it on the July 10 docket.
The matter has been up before and was on the docket on April 10 and
again on April 24; however, the original case which is No. 5209 was

dismissed on April 30, 1974.

If there are any questions concerning the Application or if for any
reason it will not be possible to get it on the July 10 docket,

please call me.

yYours very truly,

¥ ) JENNIN
/b

Encl.

©cc: Union 0il company of california
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OlL CONSERYATION ¢ (Jc .
BEFORE THE OIL CONSFRVATION COMMISSION Sanis feo
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF UNION OIX. COMPANY OF CALIFORNIA _,;26;5;
FOR APPROVAL OF THE. ESTACADO UNIT NO. _éj
i AGREEMENT, LEA COUNTY, NEW MEXICO.

APPLICATION

i COMES NOW Applicant, Union 0il Company of Califomia,

by its attorneys, Jennings, Christy & Copple, and requests approval
of the Estacado Unit Agreement covering 1280 acres of fee and

state lands, Lea County, New Mexico, and in support of its

Application states:

1. Applicant desires to obtain the Commission's approval
of the Estacado Unit Agreement covering 1280 acres of state and

fee lands described as follows:
LEA COUNTY, NEW MEXICO

TOWNSHIP 14 SOUTH, RANGE 35 EAST, N.M.P.M.

Section 8: Aall
Section 17: all

2. Applicant proposes to drill a Morrow test to be
located on the Unit and feels that the Unit Agreement will promote

the prevention of waste and the protection of correlative rights

within the Unit Area.

3. Applicant will be the operator of the Unit Area.

4. A copy of the Unit Agreement will be furnished at

the time of the hearing.

1 WHEREFORE, Applicant requests that the Commission set

f this matter down for hearing before an examiner at an early date,




publish notice as required by law, and after hearing issue its
Order approving the Estacado Unit Agreement. .
Respectfully submitted,

! UNION OIL COMPANY OF CALIFORNIA

nings, <hrsty & caobple
Attgrneys fgr Applicant

P./O. Box Y

Roswell, New Mexico 88201
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O;!l: CONZERYAIRY v
BEFORE THE OIL CONSERVATION COMMISSION Sate
OF THE STATE OF NEW MEXICO

T——

IN THE MATTER OF THE APPLICATION

OF UNION OIL COMPANY OF CALIFORNIA - -9 o
FOR APPROVAL OF THE ESTACADO UNIT No. D AL T
AGREEMENT, LEA COUNTY, NEW MEXICO.

APPLICATION
COMES NOW Applicant, Union 0il Company of califomrnia,
by its attorneys, Jennings, Christy & Copple, and requests apprbval
of the Estacado Unit Agreement covering 1280 acres of fee and

state lands, ILea County, New Mexico, and in support of its |

Application states:

1. Appliéént desires to obtain the Commission's approval
of the Estacado Unit Agreement covering 1280 acres of state and
fee lands described as follows:
LEA COUNTY, NEW MEXICO

TOWNSHIP 14 SOUTH, RANGE 35 EAST, N.M.P.M,

Section 8: All
Section 17: All

2. Applicant proposes to drill a Morrow test to be
located on the Unit and feels that the Unit Agreemeht will promote
the prevention of waste and the protection of correlative rights
within the Unit Area.

3. Applicant will ke the operator of the UnitbArea.

4. A copy of the Unit Agreement will be furnished at

the time of the hearing.

WHEREFORI:, Applicant reguests that the Commission set

this matter down for hearing before an examiner at an early date,




publish notice as required by law, and after hearing issue its
Order approving the Estacado Unit Agreement.
Respectfully svbmitted,

UNION OIL COMPANY OF CALXFORNIA

Roswel®l, New Mexico 88201



’ ON. CON'bitrs.
BEFORE THE OIL CONSERVATION COMMISSION Sonte ot
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF UNION OIL COMPANY OF CALIFORNIA 5
FOR APPROVAL OF THE ESTACADO UNIT vo. D A&7
AGREEMENT, LEA COUNTY, NEW MEXICO.

APPLICATION

COMES NOW Applicant, Union 0il Compény of california,
by its attorneys, Jennings, Christy & Copple, and requests approval
of the Estacado Unit Agreement covering 1280 acres of fee_and
state lands, Lea County, New Mexico, and in support of its

Application states:

1. Applicant desires to obtain the Commission's approval
of the Estacado Unit Agreement covering 1280 acres of state and

fee lands described as follows:
LEA COUNTY, NEW MEXICO

TOWNSHIP 14 SOUTH, RANGE 35 EAST, N.M,P.M.

Section 8: All
Section 17: Aall

2. BApplicant proposes to drill a Morrow test to be
located on the Unit and feels that the Unit Agreement will promote
the prevention of waste and the protection of correlative rights
within the Unit Area.

3. Applicant will be the operator of the Unit Area.

4. A copy of the Unit Agreement will be furnished at

i the time of the hearing.

WHEREFORE, Applicant requests that the Commission set

this matter down for hearing before an examiner at an early date,




publish notice as required by law, and after hearing issue its
Order approving the Estacado Unit Agreement.
Respectfully submitted,

UNION OIL COMPANY OF CALIFORNIA

Roswell, New Mexico 88201
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- FOR APPROVAL OF THE ESTACADO

(fg;\)/ "
bEFORE THE OIL CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO

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

\ - CASE No. _5269
f’/ ) 7 L P c—
i/ k’if Order No. R—‘Qf}ﬁéézs;

APPLICATION of UNION OIL COMPANY OF CALIFORNIA

UNIT AGREEMENT, LEA , COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o! 6ck a.m. on
July 10 , 1988 , at Santa Fe, New Mexico, before Examiner

Daniel S. Nutter.

NOW, on this day of __July , 196/4, 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, Union Oil Company of California

Estacado Unit ‘Agreement
State,

1280 acres, more or less, of Xwderai lands
and Fee

seeks approval of the

covering

described as follows:

LEA COUNTY, NEW MEXICO
TOWNSHIP 14 SOUTH, RANGE 35 EAST , NMPM

Section ¥ AU 7
Sechon IF AV




(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 Estacado Unit Agreement
is hereby approved.

(2) That the plan cocntained in said unit agreement for the
development and operation of the unit area ie hereby approved in
principle as a proper conservation measure; provided, however,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafter be, vested in the Commission to supervise
and control operations for the exploration and developmen: 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 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 Commiesioner of Public Lands for the

State of New Mexico
cas:Snzzsgfjtnat this order shall terminate ipso facto upon the

termination of said unit agreement; and that the last unit opera-
tor shall notify the Commission immediately In writing of such

termination.

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

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




S SN TS R AT S e s e

LIRS AN

s

" BEFORE THE OXL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

CASE NO. 5269
Order No. R~-4825

|APPLICATION OF UNION OIL COMPANY OF
! CALIFORNIA FOR APPROVAL OF THE

ESTACADO 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
July 10, 1774, at Santa Fe, New Maxico, before Examiner

'Daniel 8. Nutter.

NOW, on this_3n+}, day of July, 1974, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations cf the Examiner, and being fully

jadvised in the premises,

! FINDS:

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

i (2) That the applicant, Union 0il Company of California,
‘seeks approval of the EBstacado Unit Agreement covaring 1280 acres,
more or less, of State and Fee lands described as follows:

LEA COUNTY, NEW MEXICO
EQWNSHIP 14 SOUTH, RANGE 35 EAST, NMPM
Section 8: A1l
Section 17: All

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

IT IS THEREFORE ORDERED:

(1) That the Estacado Unit Agreement is hereby approved.
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(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in !

- principle as a proper conservation measure; provided however,

that notwithstanding any of the provisions contained in said unit‘

~ agreement, this approval shall not be considered as waiving or
+ relinguishing, in any manner, any right, duty, or obligation whicn
~ is now, or may hereafter be, vested in the Commission to supervise
- and control operations for the exploration and development of any:

ﬂ an executed original or executed counterpart of the unit agreement
© within 30 days after the effective date thereof; that in the event
- of subsequent joinder by any party or expansion or contraction of

? within 30 days thereafter counterparts of the unit agreement
i reflecting the subscription of those interests having joined or

' ratified.

3

i

| of said unit agreement by the Commissioner of Public Lands for th

i unit operatoxr shall notify the Commirsion immediately in writing

lands committed to the unit and prcduction of oil or gas therefrod

(3) That the unit operator shall file with the Commission

the unit area, the unit operator shall file with the Commission

(4) That this oxrder shall become effective upon the approval

State of New Mexico; that this order shall terminate ipso facto

upon the texrmination of sald unit agreement; and that c Yast

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.

STATE OF NEW MEXICO
0IL, CONSERVATION COMMISSION

LY |
‘$Z4Z;:€£Elyzt—"*~—4~*—*—1=
I/ R. TRUJILLO, Chairman

ALEX J. ARMIJO Menmber

( é(// AN

A. L. PORTER, Jr., Memb & Secretary
SEAL
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